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remained sfrong at $2.3 million compared to $1.6 million in 2012. This increase was offset by the $1.6 million improvement in working 
capital. Cash used in investing and financing activities for the year ended December 31,2013 was approximately $4.7 million primarily 
due to the payments of $2.7 million of contingent consideration, $1.5 million of principal payments of seller notes, and $0.5 million of 
net principal payments on bank debt. Cash used m investing activities for tfie year ended December 31,2012 was approximately $7.7 
million primarily due to the purchase of NEP for $7.9 million. Cash provided by financing activities in 2012 was $5.4 million due to the 
$10.5 million we borrowed to purehase NEP. This increase in financing was offset by cash outflows to fund contingent consideration 
payments of $2.3 million and seller notes of $3.0 million during 2012. 

EBITDA, representing net income or loss before interest, income taxes, depreciation and amortization for the year ended 
December 31,2013 was $2.3 million as compared to $1.6 million for the same period in the prior year. Please refer to tfie section below 
discussing non-GAAP financial measures for a reconciliation of non-GAAP measures to the most dfrectly comparable measure 
calculated and presented in accordance with accounting principles generally accepted in tfie United States of America ("GAAP"). 

Comparison ofDecember 31,2012 to December 31,2011 

DetemberSl, 
^ _ . . ...^.... ... . . . . 2012 2011 

TradeaMmmter^rabKnet 7.242J03 3j£q3.634 3,638,969 101 

Working capital (deficit) - - (2,464,718) (3,996.690) (I,53l572) (38) 

Cash and cash equiv l̂ente increased 80% primarily due to $1.6 million generated in EBITDA during the yearended December 31, 
2012, advance payments of $4.4 million and the receipt of $0.8 million in cash from the sate of our Retroficiency investment. These 
increases were partially offset by payment against notes payable of $3.0 million related to the NES acquisition and a 101% increase in 
frade accounts receivable. Borrowings from term loans were primarily used to pay for acquisitions and settle contingent consideration 
payments. Trade accounts receivable increased 101% primarily due to tfie 91% increase in revenue as compared to the fourth quarter of 
2011. Days sales outstanding (representing accounts receivable outstanding at December 31,2012 divided by the average sales per day 
during the current quarter, as adjusted) increased 7% due to tiie timing of in-period revenue recognized within the fourth quarter of 2012 
as compared to the fourth quarter of 2011. Revenue from bidders representing 10% or more of our revenue decreased to 20% from two 
bidders during the year ended December 31,2012, fsom 24% from the same two bidders during tfie same period in 2011. 

The working capital deficit at December 31,2012 (consisting of current assets less current liabilities) improved $1.5 milUon from 
December31,2011 primarily due to the 2012 reversal of our tax valuation allowance reserve and the increase in cash and accounts 
receivable. These increases were ofl&et by an increase in accrued contingent consideration related to the NEP acquisition and an increase 
in defeired revenue and customer advances. Stockholders' equity increased 30% during the year ended December 31,2012 due to net 
mcome, stock-based conqiensation and proceeds from tfie exercise of stock options. 

Cash provided by operating activities for the year ended December 31,2012 and 2011 was approximately $3.8 million and $3.6 
million, respectively. The 2012 increase was primarily due to advance payments from mid^narket transactions, partially offset by the 
$2.7 million increase in accoimts receivable. Cash used in investing activities for the year ended December 31,2012 was approxhnately 
$7.7 million primarily due to the purchase of NEP for $7.9 million. Cash provided by financing activities was $5.4 million due to the 
$10.5 million we borrowed to purchase NEP. This increase in financing was offset by cash outflows to fund eam-out payments of $2.3 
milUon and seller notes of $3.0 million during 2012. Cash used in investing and financing activities for the year ended December 31, 
2011 was approximately $5.4 million primarily due to cash used for acquisitions, which was partially offset by net proceeds received 
from the sale ofcommon slock. 

EBITDA, representing net income or loss before interest, income taxes, depreciation and amortization for the year ended 
December 31,2012 was $1.6 million as compared to $ 1.7 million for the same period in the prior year. We have generated EBITDA for 
eight often quarters for a cumulative total of $4.5 miUion, including $1.6 million over tfie last 12 months. Please refer to the section 
below discussing non-GAAP financial measures for a reconciliation of non-GAAP measures to the most directly con^arable measure 
calculated and presented in accordance with GAAP. 
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Contractnal Obligations and Other Commercial Commitments 

The table below summarizes our gross contractual obligations and otiier commercial commitments as ofDecember 31,2013. As 
ofDecember 31,2013, we did not have any significant purchase obligations other than our operating leases. 

2019 and 
Contractual ObMgations^ 2014 2015-2016 2017-2018 thereafter Total 
?H^pSl$flaS^elSEi^*©iSi^l^>tM'i^^ •;.:;..:._•;'-:-.. ••••„ .• . - ̂ : •.-..-':.:• ^ ^ A ' ' . y ^ . ' j - - - i . ^ : ./.̂ ^ 

Operating and capital leases 675,000 1,310,000 1.002,000 1,326,000 4,313,000 
Sanawhil^cp^agaaaJnECTit^naKlgiafa^ 

Total contracmal oWigations $ 2,653.000 $ 3.892.000 $ 6,192.000 $ 3.076.000 $ 15,813,000 

Use of Non-GAAP Financial Measures 

In this Annual Report on Form 10-K, we provide certain **non-GAAP financial measures". A non-GAAP finaiwial measure refers 
to a numerical financial measure that excludes (or includes) amounts that are included in (or excluded from) the most directiy comparable 
financial measure calculated and presented m accordance witii GAAP in our accompanying consoUdated financial statements. In tfiis 
Annual Report on Form 10-K, we provide EBITDA and adjusted EBITDA as additional information relating to our operating results. 
These non-GAAP measures exclude expenses related to share-based con^nsation, depreciation related to our fixed assets, amortization 
expense related to acquisition-related assets and other assets, interest expense on bank borrowings, notes payable to sellers and 
contingent consideration, interest income on invested funds and notes receivable, and income taxes. Management uses these non-GAAP 
measures for intemal reporting and bank reporting purposes. We have provided these non-GAAP financial measures in addition to 
GAAP financial results because we beUeve that these non-GAAP financi^ measures provide useful information to certain investors and 
financial analysts in assessing our operating performance due to the following factors: 

• We believe that the presentation of a non-GAAP measure that adjusts for the impact of share-based compensation expenses, 
depreciation of fixed assets, amortization expense related to acquisition-related assets and other assets, interest expense on 
bank borrowings, seller notes and contingent consideration, interest income on invested funds and notes receivable, and 
income taxes, provides investors and financial analysts witfi a consistent basis for comparison across accounting periods 
and, therefore, is usefiil to investors and financial analysts in helping them to betier understand our operating results and 
underlying operational frends; 

• Ahhough share-based conqjensation is an important aspect ofthe compensation of our employees and executives, share-
based compensation expense is generally fixed at the time of grant, then amortized over a period of several years after the 
grant ofthe share-based instmment, and generally cannot be changed or influenced by management after the grant; 

• We do not acquire intangible assets on a predictable cycle. Our intangible assets relate solely to business acquisitions. 
/Amortization costs are fixed at the time of an acquisition, are then amortized over a period of several years after the 
acquisition and generally cannot be changed or influenced by management after the acquisition; 

• We do not regularly incur capitalized software and website costs. Our capitalized software costs relate primarily to the build-
out of our exchanges. Amortization costs are fixed at the time the costs are incurred and are then amortized over a period of 
several years and generally cannot be changed or influenced by management after the initial costs are incurred; 

• WedoBOt regularly invest in fixed assets. Oar fixed assets relate primarily to con^uter and o£6ce equipment and fumimre 
and fixtures. Depreciation costs are fixed at the time of purchase and are then depreciated over several years and generally 
cannot be changed or influenced by management after the purehase; 

• We do not regularly enter into bank debt, seller notes and/or pay interest on contingent consideration. Our sell» notes and 
contingent consideration relate to acquisition activities. Interest expense is fixed at the time of purchase and recorded over 
the life ofthe lease and generally cannot be changed or influenced by management after tfie purchase; 

• We do not regularly eam interest on our cash accounts and notes receivable. Our cash is invested in U.S. Treasury funds 
and has not yielded material returns to date and these returns generally cannot be changed or influenced by management; 
and 

• We do not regularly pay federal or state income taxes due to our net operating loss carryforwards. Our income tax expense 
reflects the release of our deferred tax assets to apply to projected annualized taxable income, and an anticipated altemative 
minimum tax liability based on statutory rates that generally cannot be changed or influenced by management. 

Pursuant to the requirements ofthe SEC, we have provided below a reconciUation ofthe non-GAAP financial measures used to 
the most dfrectiy comparable financial measures prepared in accordance with GAAP. These non-GAAP financial measures are not 
prepared in accordance with GAAP. These measures may differ from the GAAP information, even where similarly titled used by other 
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con^anies, and therefore should not be used to con^are our perfonnance to that of other companies. The presentation of this additional 
infonnation is not meant to be considered in isolation or as a substitute for net loss prepared in accordance with GAAP. 

For the Years Ended December 31, 

Add: Interest expense, net 
h^.i(^^^^^^(J^Eijit)li,:^-1 

Add: Amortization of intangibles 

Add: Depreciation 

Add: Stock-based con̂ >ensation 

2013 2012 

'^'^''''WWm-^'''^--^''W^^5^. • ' 
1,081,754 

- - vg^CI^) -
3,899,033 

-^-;:--Ml6^:;:=:.-: 
221,674 

547,075 

: u-fi^!3fe-
3.022,097 

' ' • • ' ^ ' ^ d ' : ^ ^ ^ ^ ^ : - ' ' . : 

217,235 

2011 

$"!^^-^"-^^^i^) 
1.526 

:::,̂ .̂-.„̂ 'il38M 
1,347.135 

-?:^^;vfc:i;^^6-
146,946 

599.554 465.835 609.820 

Critical Accounting Policies 

The preparation of financial statements in conformity with GAAP requires us to make estimates and assun^tions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date ofthe financial statements and the 
reported amounts of revenue and expenses during the reporting period. Accordmgly, actual results could differ from these estimates. 

The most judgmental estimates affecting our consolidated financial statements are tiiose relatmg to revenue recognition and the 
estimate of actual energy delivered from the bidder to the lister of such energy; stock-based compensation; the valuation of intangible 
assets and goodwill; the valuation of contingent consideration; impairment of long-lived assets; and estimates of future taxable income 
as it relates to the realization of our net defened tax assets. We regularly evaluate our estimates and assumptions based upon historical 
experience and various other factors that we believe to be reasonable under the circumstances, the results of which form the basis for 
making judgments about the carrying values of assets and liabilities that are not readily apparent fivm other sources. To the extent actual 
results differ from those estimates; future results ofoperations may be affected. We beUeve the following critical accounting policies 
affect our more significant judgments and estimates used in the preparation of our accompanying consolidated financial statements. 
Refer to Note 2 of our consoUdated financial statements filed herewith for a description of our accounting policies. 

Revenue Recognition 

p.etail Electricity Transactions 

We eam a monthly commission on energy sales contracted tiirough our online auction plafform from each bidder or energy supplier 
based on the energy usage transacted between the bidder and lister or energy consumer. Our conunissions are not based on the retail 
price for electricity; rather on tiie amount of energy consumed. Commissions are calculated based on the energy usage transacted 
between the energy supplier and energy consumer multiplied by our contractual commission rate. Revenue fi:om commissions is 
recognized as eamed on a monthly basis over the life of each contract as energy is consumed, provided there is persuasive evidence of 
an arrangement, the sales price is fixed or determinable, collection of tfie related receivable is reasonably assured, and customer 
acc^tance criteria, if any, has been successfiilly demonstrated. 

We record brokerage conunissions based on actual usage data obtained from the energy suppUer for that accounting period, or to 
the extent actual usage data is not available, based on the estimated amount of electricity and gas deUvered to the energy consumers for 
that accounting period. We develop our estimates on a quarterly basis based on tfie following criteria: 

• Payments received prior to the issuance ofthe consolidated financial statements; 

• Usage updates from energy suppliers; 

• Usage data from utilities; 

• Comparable historical usage data; and 

• Historical variances to previous estimates. 

To the extent usage data cannot be obtained, we estimate revenue as follows: 

• Historical usage data obtained fiom the energy consumer in conjunction with the execution ofthe auction; 

• Geographic/utility usage patterns based on actual data received; 

• Analysis of prior year usage patterns; and 
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* Specific review of individual energy supplier^ocatfon accounts. 

In addition, we analyze this estimated data based on overall industry frends including prevailing weather and usage data. Once the 
actual data is received, we adjust the estimated accounts receivable and revenue to the actual total amount in the period during which 
the payment is received. Based on management's cunent capacity to obtain actual energy usage, we currently estimate four to six weeks 
of revenue at the end of its accounting period. Differences between estimated and actual revenue have been within management's 
expectations and have not been material to date. 

We do not invoice our electricity energy suppliers for monthly commissions eamed and, therefore, we report a substimtial portion 
of Our receivables as "unbilled." Unbilled accounts receivable r^resents management's best estimate of energy provided by the energy 
suppliers to the energy consumers for a specific con^leted time period at contracted commission rates and is made up of two 
components. The first component represents energy usage for which we have received actual data firom the supplier and/or the utility, 
but for which payment has not been received at the balance sheet date. The majority of our contractual relationships with energy suppUers 
require them to supply actual usage data to us on a monthly basis and remit payment to us based on tiiat usage. The second component 
represents energy usage for AKiiich we have not received actual data, but for which we have estimated usage. Commissions paid in 
advance by certain bidders are recorded as defened revenue and amortized to commission revenue on a monthly basis on the energy 
exchanged that month. 

Retail Natural Gas Transactions 

There are two primary fee components to our retail natural gas services: transaction fees and management fees. Transaction fees 
are billed to and paid by the energy supplier awarded business on the platform. These fees are established prior to award and are the 
same for each supplier. For the majority of our natural gas transactions, we bill the suppUer upon tiie conclusion of tiie transaction based 
on the estimated energy volume transacted for the entire award term multiplied by the transaction fee. Management fees are paid by our 
cnergy consumers and are generally billed on a monthly basis for services rendered based on tenns and conditions included in contractual 
arrangements. While substantially all of our retail natural gas transactions are accounted for in accordance with this policy, a significant 
percentage is accounted for as the natural gas is consumed by the energy consumer and recognized as revenue in accordance with the 
retail electiicity transaction revenue recognition methodology described above. 

Mid-Market Transactions 

We eam a monthly commission on energy sales from each energy supplier based on the energy usage transacted between the 
energy supplier and energy consumer. The commissions are not based on the retail price for electricity but ratfier on die amount of 
energy consumed. Commissions are calculated based on the energy usage transacted between the energy supplier and energy consumer 
multiplied by our contractual commission rate. Revenue from commissions is recognized as eamed over the life of each contract as 
energy is consumed, provided tfiere is persuasive evidence of an arrangement, the sales price is fixed or determinable, collection ofthe 
fee is reasonably assured, and customer acceptance criteria, if any, has been successfiiUy demonsfrated. We generally recognize revenue 
on these transactions when we have received verification from the electricity supplier of the end-users power usage and electricity 
supplier's subsequent collection ofthe fees billed to the end user. The verification is generally accompanied with payment ofthe agreed 
upon fee to us, at which time the revenue is recognized. Commissions paid in advance are recorded as customer advances and are 
recognized monthly as commission revenue based on the energy exchanged that month. To the extent we do not receive verification of 
actual energy usage or we cannot reliably estimate what actual eneigy usage was for a given period, revenue is deferred until usage and 
collection data is received from the energy suppUer. In October 2012, we acquired NEP. NEP recognizes revenue monthly as energy 
flows from the energy supplier to the end user. We can reliably estimate actual energy usage based on historical usage data compiled by 
NEP. 

Demand Response Transactions 

Demand response transaction fees are recognized when we have received confimiation from the DRP tfiat the energy consumer 
has performed under the applicable RTO or ISO program requirements. The energy consumer is either called to perform during an actual 
curtailment event or is required to demonstrate its ability to perform in a test event during the performance period. For tfie PJM, the 
perfonnance period is June through September in a calendar year. Test results are submitted to the PJM by the DRPs and we receive 
confirmation ofthe energy consumer's performance in the fourth quarter. DRPs typically pay us ratably on a quarteriy basis throughout 
the demand response fiscal (June to May) year. As a result, a portion ofthe revenue we recognize is reflected as unbilled accounts 
receivable. 

Wholesale and Environmental Commodity Transactions 

Wholesale transaction fees are invoiced upon the conclusion of the auction based on a fixed fee. These revenues are not tied to 
future energy usage and are recognized upon the completion ofthe online auction. For reverse auctions where our customers bid for a 
consumer's business, the fees are paid by the bidder. For forward auctions where a lister is selling energy products, tiie fees are typically 
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paid by the lister. While substantially all wholesale transactions are accounted for in tiiis fashion, a small percentage of our wholesale 
revenue is accounted for as electricity or gas is delivered, similar to the retail electricity transaction methodology described above. 

Environmental commodity transaction fees are accounted for utilizing two primary methods. For regulated allowance programs 
like RGGI, fees are paid by the Uster and are recognized quarterly as revenue as auctions are completed and approved. For most other 
environmental commodity transactions both the lister and tiie bidder pay the tiansaction fee and revenue is recognized upon the 
consummation ofthe underlying transaction as credhs are delivered by tfie lister and payment is made by the bidder. 

Channel Partner Commissions 

We pay commissions to our channel partners at contractual rates based on monthly eneigy transactions between energy suppUers 
and energy consumers. The commission is accrued monthly and charged to sales and marketing expense as revenue is recognized. We 
pay commissions to our salespeople at contractual commission rates based upon cash collections fiom our customers. 

Revenue Estimation 

Our estimates in relation to revenue recognition affect revenue and sales and marketing expense as reflected on our statements of 
operations, and ti^de accoimts receivable and accmed commission accounts as reflected on our accompanjring consolidated balance 
sheets. For any quarterly reporting period, we may not have actual usage data for certam energy suppliers and will need to estimate 
revenue. We initially record revenue based on the energy consumers' historical usage profile. At tfie end of each reporting period, we 
adjust this historical profile to reflect actual usage for the period and estimate usage where actual usage is not available. For the year 
ended December 31, 2013, we estimated usage for approximately 9% of our revenue resulting in a negative 0.3%, or approximately 
$105,000, adjustment to decrease revenue. This decrease in revenue resulted m an approximate $16,000 decrease in sales and marketing 
expense related to third party commission expense associated with those revenues. Conesponding adjustments were made to ti^de 
accounts receivable and accmed commissions, respectively. A 1% difference between this estimate and actual usage would have an 
approxunate $32,000 effect on our revenue for the year ended December 31.2013. 

Energy Efficiency Services 

Our Energy efficiency services segment is primarily project driven where we identify efficiency measures that energy consumers 
can implement to reduce their energy usage. We present retrofit opportunities to customers, get approval from them to proceed and 
submit the proposal to the local utility for pre-approval and determination of available incentives, C^ce the utility approves funding for 
the project, we install the equipment, typically new heating, ventilation or air conditioning equipment, or replace lighting fixtures to 
more efficient models. We recognize revenue for Energy efficiency services when persuasive evidence of an arrangement exists, delivery 
has occuned, the price is fixed or determinable and collectability is reasonably assured. Due to the short-term nature of projects (typically 
two to three weeks), we utilize the completed-contract method. We also assess multiple confracts entered into by the same customer in 
close proximity to determine if the contracts should be combined for revenue recognition purposes. Revenues are recognized based upon 
factors such as passage of title, installation, payments and customer acceptance. 

Allowance for Doubtful Accounts 

We provide for an allowance for doubtfiil accounts on a specifically identified basis, as well as through historical experience 
applied to an aging of accounts, if necessary. Trade accounts receivable are written off when deemed uncollectible. To date vmte-offe 
have not been material. 

Intangible Assets 

We use assumptions in establishing the initial carrying value, fair value and estimated lives of its intangible assets. The criteria 
used for these assumptions include management's estimate ofthe asset's continuing ability to generate positive income from operations 
and positive cash flow in future periods compared to tfie carrying value ofthe asset, as well as the sfrategic significance ofany identifiable 
intangible asset in our business objectives. If assets are considered impaired, the impairment recognized is the amount by which the 
carrying value ofthe assets exceeds the &ir value ofthe assets. Usefiil lives and related amortization expense are based on an estimate 
ofthe period that the assets will generate revenues or otherwise be used by us. Factors that would influence the likelihood of a material 
change in our reported results include significant changes in the asset's ability to generate positive cash flow, a significant decline in the 
economic and comjietitive environment on which the asset depends and significant changes in the our strategic business objectives. 

Intangible assets consist of customer relationships and contracts, purchased technology and other intangibles, and are stated at 
cost less accumulated amortization. Intangible assets with a finite life are amortized using the sfraight-line method over their estimated 
useful lives, which range from one to ten years. 
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Impairment of Long-Lived and Intangible Asse^ 

In accordance with ASC 350. we periodically reviews long-lived assets and intangible assets for impairment whenever events or 
changes in circumstances indicate tfiat the carrying amount of such assets may not be recoverable or that the useful lives of those assets 
are no longer appropriate. RecoverabiUty of these assets is determined by coniyjaring the forecasted imdiscounted net cash flows ofthe 
operation to u4iich the assets relate to the carrying amoimt. No impairment of our long-lived assets was recorded as no change in 
circumstances indicated that the carrying value of the assets was not recoverable during tfie years ended December 31,2013 and 2012. 

Goodwill & Indefinite-Lived Assets 

We use assumptions in establishing tfie initial canying value and feir value of our goodwUl and indefinite-Uved mtangibles. 
Goodwill represents the excess ofthe purchase price over tfie fafr value of identifiable net assets of acquired businesses. Indefinite-lived 
intangibles are intangible assets whose usefiil liv^ are indefinite in that their lives extend beyond tfie foreseeable horizon - that is there 
is no foreseeable limit on the period of time over which it is expected to contribute to the cash fiows ofthe reporting entity. We account 
for thftse items in accordance with the Accounting Standards Codification ("ASC") 350, "Intangibles - Goodwill and Other" ("ASC 
350"), under which goodwill and intangible assets having indefinite lives are not amortized but instead are assigned to reporting units 
and tested for impairment annually or more frequently if changes in cfrcumstances or the occurrence of events indicate possible 
impairment. 

We perform our annual impairment test at the end ofthe fourth fiscal quarter of each year, or earUer, if indicators of potential 
in^aiitnent exist. This impairment test is performed for each of our segments - Energy procurement and Eneigy efficiency services -
which have been determined to be our reporting units. The impainnent test for goodwill and indefinite-Uved mtangibles is a three-step 
process. Step 0 gives entities tbe option of first performing a qualitative assessment to test for impairment on a reporting-unit-by-
reporting-untt basis. If after performing the qualitative assessment, an entity concludes that it is more-Iikely-than-not ("MLTN", 
typically quantified as a likelihood of more than 50%) that the fair value of a r^orting unit is less than its carrying amount, then the 
entity would perform a two-step impairment test. However, if, after applying the qualitative assessment, the entity concludes that it is 
not MLTN that the fair value is less than the carrying amount, the two step impairment test is not required. St^ one consists of a 
comparison ofthe fair value of a reporting unit with its carrying amount, including the goodwill allocated to each reporting unit. Ifthe 
carrying amount is m excess ofthe fair value, step two requires the excess ofthe carrying amount ofthe reporting unit's goodwill over 
the implied fair value ofthe reporting unit's goodwill to be recorded as an in^airment loss. To determine the fafr value of each ofthe 
reporting units as a whole, we use a discounted cash flow analysis, which requires significant assumptions and estimates about the future 
operations of each reporting unit. Significant judgments inherent in this analysis include tfie determination of appropriate discount rates, 
the amount and timing of expected future cash flows and growth rates. The cash flows employed in the discounted cash flow analyses 
are based on financial forecasts developed by management. The discount rate assumptions are based on an assessment of our risk 
adjusted discount rate, ̂ pUcable for each reporting unit. In assessing the reasonableness ofthe determined f&ir values of the reporting 
units, we evaluate our results against our current market capitalization. 

As ofDecember 31, 2013 and 2012, we performed a step one analysis on both the energy procurement and energy efficiency 
services reporting units and determined that their indicated fair values substantially exceeded their carrying values. We relied on a 
weighted average cost of caphal of 15.75% and 16.15% for each reporting unit as ofDecember 31,2013 and 2012, respectively, which 
takes into consideration certain specific small company premiums. We utilized a long-term growth rate of approximately 8% and 3% 
for the energy procurement and 15% and 20% efficiency services reporting imits as ofDecember 31,2013 and 2012, respectively, and 
assumed a combined tax rate of 40% for both units and in botfi years. 

As of December 31, 2013, we performed a step one analysis on our indefinite-life intangibles related to our Energy efficiency 
services segment customer relationships. Indefinite-Ufe was assigned to our prime contractor relationships with the customer base in the 
Norwich PubUc ("Norwich") and United Illuminated ("UI") utiUty regions ("Prime") and our relationships with the customer base within 
the Connecticut, Light and Power, UI and Norwich regions as a subconttactor ("Subcontractor") at tfie NES acquisition date. The fair 
value of both the Prime and Subcontiiictor relationships exceeded their canying values. We relied on a weighted average cost of capital 
of 16.6% for the Prime relationship and 15.7% for the subcontractor relationship as ofDecember 31,2013, \\iiich takes into consideration 
certain specific small company premiums. We utilized a long-term growth rate of approximately 10% for both the Prime and 
Subconfractor relationships and assumed a combined tax rate of 40% for both. As of December 31,2012, we performed a qualitative 
assessment of its indefinite-Uved intangibles related to its Energy efficiency services segment customer relationships and determined 
tiiat it was not likely tfiat the fair value of a reporting unit was less than its carrying value. 

Deferred Revenue and Customer Advances 

Deferred revenue and customer advances arise when energy suppUers pay us a commission prior to us meeting all the requirements 
necessary to recognize revenue. 
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Warranty 

Our Energy efficiency services segment provides our customers a one year wananty for all parts and labor in its installation 
woriananship. We have determined primarily from historical information and management's judgment, that warranty costs are 
immaterial and no estimate for warranty cost is requfred at the time revenue is recognized. Should actual warranties differ from our 
estimates, an estimated warranty liability would be required. 

Income Taxes 

In accordance with ASC 740, Income Taxes ("ASC 740"), deferred tax assets and liabilities are determined at tiie end of each 
period based on the ftiture tax consequences that can be attributed to net operating loss canyforwards, as well as diff^ences between 
the financial statement carrying amounts ofthe existing assets and liabilities and tfieir respective tax basis. Deferred income tax expense 
or credits are based on changes in the asset or liability from period to period. Valuation allowances are provided if, based on the weight 
of available evidence, it is more likely tiian not tfiat some or all of tiie defened tax assets will not be realized. The realization of deferred 
tax assets is dqiendent upon the generation of fiiture taxable income. In assessing the requirement of a valuation allowance, we consider 
past performance, expected future taxable income, and qualitative fectors which we consider to be appropriate in estimating ftiture 
taxable inconw. Our forecast of expected fiitiire taxable income is for ftiture periods tiiat can be reasonably estimated. Results that differ 
materially from current expectations may cause us to change its judgment on future taxable income and tiie necessity of a tax valuation 
allowance. 

We have reviewed the tax positions taken, or to be taken, in its tax returns for all tax years currently open to examination by the 
taxing authority in accordance with ASC 740's recognition and measurement standards. At December 31, 2013, there are no expected 
material, aggregate tax effects of differences between tax retum positions and the benefits recognized in our consolidated financial 
statements. We account for interest and penalties related to uncertain tax positions as part of its provision for income taxes. 

Stock'based Compensation 

We recognize the compensation from stock-based awards on a sfraight-Une basis over the requisite service period ofthe award. 
Stock-based awards to employees consisted of grants of stock options for the yeare ended December 31,2013.2012 and 2011 and grants 
of restiicted stock for the years ended December 31,2013 and 2012, respectively. The restiictions on the restiicted stock lapse over the 
vesting period. The vesting period of stock-based awards is determined by the board of directors, and is generally four years for 
en^loyees. 

We account for transactions in which services are received from non-employees in exchange for equity instmments based on the 
fafr value of such services received or of the equity instmments issued, whichever is more reUably measured. There were no equity 
instmments granted to non-employees for the year ended December 31,2013. For the years ended December 31,2012 and 2011 stock-
based awards to non-employees consisted of grants of stock warrants. The vesting period of stock wanants granted ranged from one to 
seven years. 

Fair Value Measurements 

We follow ASC 820, "Fair Value Measurements and Disclosures" ("ASC 820"), for fair value measurements. ASC 820 defines 
fair value, establishes a fi:amework for measuring fair value, and expands disclosures about fair value measurements. The standard 
provides a consistent definition of fafr value, which focuses on an exit price, which is the price tfiat would be received to seU an asset or 
paid to transfer a liability in an orderiy transaction between market participants at the measurement date. The standard also prioritizes, 
within the measurement of &ir value, the use of market-based infonnation over entity specific information and establishes a three-level 
hierarchy for fafr value measurements based on the nature of inputs used in the valuation of an asset or liability as ofthe measurement 
date. 

The hierarchy established under ASC 820 gives Ihe highest priority to unadjusted quoted prices in active markets for identical 
assets or Uabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). 

Level 1 — Pricing inputs are quoted prices available in active markets for identical investments as of the reporting 
date. As requfred by ASC 820-10, we do not adjust the quoted price for these investments, even in situations where we hold 
a large position and a sale could reasonably impact the quoted price. 

Level 2 — Pricing inputs are quoted prices for similar investments, or inputs that are observable, either directly or 
indirectly, for substantially the full term throu^ corroboration with observable market data. Level 2 includes investments 
valued at quoted prices adjusted for legal or contractual restrictions specific to these investments. 
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Level 3 — Pricing inputs are unobservable for the investment, that is, inputs that reflect the reportmg entity's own 
assumptions about the assumptions market participants would use in pricing the asset or Uability. Level 3 mcludes 
investments that are supported by little or no market activity. 

Recent Accounting Pronouncements 

In July 2013, Accountmg Standards Update ("ASU") 2013-11, "Income Taxes (Topic 740): Presentation of an Unrecognized Tax 
Benefit When a Net Operating Loss Canyforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists" was issued, which defines 
the presentation requirements of an unrecognized tax benefit, or a portion of an unrecognized tax benefit, in the financial statements. 
This ASU is effective for fiscal years, and interim periods within those years, beginning after December 15,2013. Early adoption is 
permitted and refrospective application is permitted but not required. We do not expect tiie application of this ASU to have an impact 
on its consolidated financial statements. 

Seasonality 

Our revenue is subject to seasonality and fluctuations during the year primarily as a result of weather conditions and its impact on 
the demand for energy. The majority of our revenue is generated from the commissions we receive under any given energy contract, 
which is tied to the energy consumer's consumption of energy. Therefore, revenue from natural gas consumption tends to be strongest 
during the winter montfis due to tfie mcrease in heating usage, and revenue fiom electricity consumption tends to be stiongest during 
the summer months due to the increase in afr conditioning usage. Our revenue is also subject to fluctuations within any given season, 
depending on the severity of weather conditions — during a particularly cold winter or an imseasonably warm summer, energy 
consumption will rise. In addition, transaction revenue in the natural gas and wholesale maikets for which we invoice upon completion 
of tiie respective transaction tends to be higher in the first and fourth quarters when utilities and natural gas customers make their annual 
natiiral gas buys. 

Cyclicality 

We beUeve that our business will continue to be cyclical in nature and is tied, in part, to market energy prices which impact 
ti-ansaction volume. When energy prices increase in competitive maricets above the price levels of the regulated utilities, energy 
consumers are less likely to lock-in to higher fixed price contracts in the competitive markets and so they are less likely to use our 
auction platform. Conversely, when energy prices decrease in con^etitive markets below the price levels of the regulated utilities, 
energy consumers are more Ukely to lock-m to lower fixed price contracts in the competitive markets and tiiey are more likely to use 
our auction platfonn. Altfiough our short term revenue is impacted by usage frends, these cyclical effects will also have longer term 
implications on our business because we derive future revenue from cunent auctions. Our Eneigy Efficiency Services segment tends to 
experience higher revenue in the thfrd and fourth quarters as utilities approve fimding for projects to be completed by the end of tfiefr 
calendar year. 

Off-Balance Sheet Transactions 

We cunently have no off-balance sheet arrangements that have or are reasonably likely to have a current or future material effect 
on our fimmcial condition, changes in financial condition, revenues or expenses, results ofoperations, Uquidity. capital expenditures or 
capital resources. 

item 7A. Quantitative and OuaUtative Disclosures about Market Risk 

Not Applicable. 

Item 8> Financial Statements and Supplementary Data 

The consolidated financial statements listed in Item 15(a) are incorporated herein by reference and are filed as a part of this report 
and foUow the signature page to this Annual Report on Form lO-K on page 43. 

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 

None. 

Item 9A. Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 
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As required by Riile 13a-l 5 under the Securities Exchange Act of 1934. as amended (the "Exchange Act"), the Company carried 
out an evaluation under the supervision and with tfie participation ofthe Company's management, including tfie Chief Executive Officer 
and Chief Financial Officer, ofthe effectiveness ofthe Company's disclosure confrols and procedures. In designing and evaluating the 
Company's disclosure controls and procedures, the Conqiany and its management recognize that there are inherent limitations to the 
effectiveness ofany system of disclosure controls and procedures, including the possibility of human enor and the circumvention or 
overriding ofthe controls and procedures. Accordingly, even effective disclosure controls and procedures can only provide reasonable 
assurance of achieving their desired confrol objectives. Additionally, in evaluating and implementing possible controls and procedures, 
the Company's management was required to apply its reasonable judgment. 

Based upon this evaluation, our Chief Executive Officer and Chief Financial Officer concluded tfiat our disclosure controls and 
procedures were effective as of December 31,2013. 

Intemal Confrol Over Financial Reporting 

a) Management's Report on Intemal Confrol Over Financial Reporting 

Our management is responsible for establishing and maintaining adequate intemal control over financial reporting for the 
Company, as such term is defined in Rule 13a-15(f) under the Exchange Act. Because of its inherent limitations, intemal control over 
financial reporting may not prevent or detect misstatements. Projections ofany evaluation of effectiveness to future periods are subject 
to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. Our management assessed tiie effectiveness of our internal confrol over financial reporting as of 
December 31,2013. In making this assessment, the Company's management used the criteria set fortfi by the COSO in the Intemal 
Control-Integrated Framework. 

Based on this assessment, our management concluded that, as of December 31,2013. our intemal control over financial 
reporting is effective based on those criteria. 

Remediation Steps Taken to Address Prior Material Weakness 

In March 2013, out management concluded that, as ofDecember 31.2012, our intemal confrol over financial reporting was not 
effective based on the COSO criteria and that we had a material weakness. In making this assessment, the Company's management used 
the criteria set fortii by the COSO in Internal Confrol-lntegrated Framework m 1992. A "material weakness" is defined as a significant 
deficiency, or a combination of significant deficiencies, that results in more than a remote likelihood that a material misstatement ofthe 
annual or interim financial statements will not be prevented or detected. 

The following is a description of the material weakness in our internal control over financial reporting: In connection with the 
preparation of our annual report on Form lO-K for the year ended December 31.2012, we identified a material weakness in the design 
and operating effectiveness of our intemal control over financial reporting related to the recording of revenue recognition for certain 
commission payments related to our mid-maiket product line. Specifically, we did not select and apply the appropriate accounting 
policies for GSE, which we acquired on October 31, 2011. Consequently, effective confrols did not exist to ensure tfiat revenue from 
this product line was appropriately and accurately recorded. 

As soon as we teamed of the material weakness, we began taking steps intended to remediate this material weakness and to 
improve our confrol processes and procedures with respect to revenue recognition in general as part of our efforts to become con^liant 
with the requirements of Section 404 ofthe Sarbanes-Oxley Act of 2002. These activities included: 

• implementing a revised accounting policy for our mid-market product-Une; 

• establishing new policies, procedures and controls to ensure Ihe new policy is administered correctly; 

• evaluating the proper organizational stmchire, including hiring a sufficient con^lement of personnel with the requisite 
knowledge and expertise of revenue recognition accounting standards under U.S. GAAP; and 

• to the extent necessary, hiring consuhants with accounting expertise with specific expertise with revenue recognition. 

In particular, our remediation steps were designed to ensure that the recording of revenue recognition for certain commission 
payments is appropriate. Management believes that the remediation stqis implemented during 2013 successfully remediated the specific 
issues identified as a material weakness in 2012. Specifically, we revised our revenue recognition policy for our mid-market product 
Une. established new policies, procedures and controls to ensure the new policy was administered correctly, and have hired additional 
personnel and reassigned existing personnel to ensure that the issues identified in the previous year were remediated. We concluded that 
it was not necessary to hire consultants based on the successful execution ofthe other aforementioned remediation steps. 

b) Attestation Report ofthe Independent Registered Public Accounting Firm 
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This annual report does not include an attestation report ofthe Company's registered public accounting firm regarding intemal 
control over financial reporting. Management's report was not subject to attestation by the Company's registered public accounting 
firm, pursuant to rules of the Securities and Exchange Commission that permit us to provide only management's report in this annual 
report. 

c) Changes in Intemal Confrol Over Financial Reporting 

There was no change in the Company's intemal confrol over financial reporting, other than those described above, that occuned 
during the three months ended December 31,2013 that has materially affected, or is reasonably likely to materially affect, the Company's 
intemal control over financial reporting. 

Item 9B. Other Information 

Not applicable. 
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PART III 

Item 10. Directors. Executive Officers and Comorate Governance 

The information requfred to be disclosed by this item 10 is hereby incorporated by reference to the Con^any's definitive proxy 
statement to be filed by the Company within 120 days ofthe close of its fiscal year. 

We have adopted a code of business conduct and ethics appUcable to all of our directors, officers and employees, including our 
Chief Executive Officer and our Chief Financial Officer. The code of business conduct and ethics is available on tbe corporate 
govemance section of "Investor Relations" on our website www.worldenergv.com. 

Any waiver of the code of business conduct and ethics for directors or executive officers, or any amendment to the code that 
applies to directors or executive officers, may only be made by the board of directors. We intend to satisfy the disclosure requirement 
under Item 5.05(c) of Form 8-K regarding an amendment to, or waiver from, a provision of tiiis code of ethics by posting such 
information on our website, at the address and location specified above. To date, no such waivers have been requested or granted. 

Item 11. Executive Compensation 

The information required to be disclosed by this item 11 is hereby incorporated by reference to the Company's definitive proxy 
statement to be filed by the Company within 120 days after the close of its fiscal year. 

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 

The information reqmred to be disclosed by this item 12 is hereby incorporated by reference to the Company's definitive proxy 
statement to be filed by the Company within 120 days after the close of its fiscal year. 

Item 13. Certain Relationships and Related Transactions, and Director Independence 

The information requned to be disclosed by this item 13 is hereby incorporated by reference to the Company's definitive proxy 
statement to be filed by the Company within 120 days after the close of its fiscal year. 

Item 14. PrincipiJ Accountant Fees and Services 

The information required to be disclosed by this item 14 is hereby incorporated by reference to the Company's definitive proxy 
statement to be filed by the Company within 120 days after the close of its fiscal year. 
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PART IV 

Item 1^. Exhibits and Finandal Statement Schedules 

(a)(1) Financial Statements 

For a list ofthe financial information included herein, see "Index to Consolidated Financial Statements" on page 44 of this Annual 
Report on Fomi 10-K. 

(a)(2) Financial Statements Schedules 

All schedules are omitted because they are not applicable or the required infonnation is included in the accompanying consolidated 
financial statements or notes thereto. 

(a)(3) Exhibits 

The list of exhibits filed as a part of this Annual Report on Form 10-K is set forth on tfie Exhibit Index immediately preceding the 
exhibits hereto and is incorporated herem by reference. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) ofthe Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorized. 

WORLD ENERGY SOLUTIONS, INC. 

By: /s/ Philip Adams 
Philip Adams 
Chief Executive Officer 

March 31,2014 

Pursuant to the requirements ofthe Securities Exchange Act of 1934, this report has been signed below by the followmg persons 
on behalf ofthe registrant and in the capacities and on the dates indicated. 

Signature 

/s/ Philip Adams 
Philip Adams 

/s/ James Parslow 
James Parslow 

/s/ Edward Libbey 
Edward Libbey 

/s/ Peter Londa 
Peter Londa 

/s/ Ralph Sheridan 
Ralph Sheridan 

Isl Sean Sweeney 
Sean Sweeney 

/s/John Wellard 
John Wellard 

/s/Thad Wolfe 

Title 

Chief Executive Officer and Director 

Chief Financial Officer 

Chaiiman ofthe Board and Director 

Director 

Director 

Director 

Director 

Director 

I^te 

March 31.2014 

March 31,2014 

March 31.2014 

March 31,2014 

March 31,2014 

March 31,2014 

March 31, 2014 

March 31, 2014 
Thad Wolfe 
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WORLD ENERGY SOLUTIONS, INC, 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Stockholders 
World Energy Solutions, Inc. 
Worcester, Massachusetts 

We have audited tfie accompanying consoUdated balance sheets of Worid Energy Solutions, Inc. (the "Company") as ofDecember 31, 
2013 and 2012 and the related consolidated statements of operations, changes in stockholders' equity and cash flows for each ofthe 
three years in the period ended December 31,2013. These consolidated financial statements are the responsibility ofthe Company's 
management. Our responsibUity is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with the standards of tiie Public Company Accountii^ Oversight Board (Uiuted States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated fmancial statements 
are &ee of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its intemal contiol 
over financial reporting. Our audit included consideration of internal conttol over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstances, but not for the puipose of expressing an opinion on the effectiveness of tiie 
Company's intemal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a 
test basis, evidence supporting the amoimts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fafrly, in all material respects, the financial position of 
Worid Energy Solutions, Inc. as ofDecember 31,2013 and 2012 and the results of its operations and its cash fiows for each of tfie three 
years in the period ended December 31, 2013, in conformity with accounting principles generally accepted in the United States of 
America. 

/s/ Marcum LLP 

Marcum LLP 
Bostoti, Massachusetts 
March 31,2014 
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W O R L D E N E R G Y SOLUTIONS, INC, 

Consolidated Balance Sheets 

December 31^ 

2013 2012 

7,738,141 

901,350 

• M M M 
7,242,603 

• S l ^ ^ 
1,632^80 

Cunent assets: 

Trade accounts receivable, net 
'.•:-j.i^!t!&p^s^^'T-^~-''v^^j^-^,i~^."--:-t--' - •"- - : • •• , • • •- •-• •• -

Current portion of d e f e n d tax^sset 

Total current assets 

Intangible assets, net 

DefeiTftj t a x ^ e t , net of cunent portion 

Tc^tfll Assets % 

Otfrgit liabiUlies: 

Accrued commissions 

^Ai ;.::-W>S>'-';^.i; ''ji^"-}i->j'j.ii. 

11,257,8W 

15.193,965 

7.198,984 

i tS^ i f £ r i f o ^ ^ y;, ̂ :^(;_?".i\" 

12,699.144 

••3Si^9; 
19,092,998 

^ îM^^^" 

-Z^ !'i-i''V- v."-?^;" -!• 

5,844,980 

51,079,462 $ 55,130,662 

k••J^«uJ^ISPl^^)ls^en|^^^^yi;r.•. •.::̂^̂^̂^̂^ ;.:•."•••••- •._"='.••.;•;-
Accmed contbigent consideration 

Deferred revenue and customer advances 

':v©2m^tR(a&^m™a!^1^ty=^s!^»^n^ „- L . L ; . : 
Cuirent portion of long-tenn debt, net of unamortized debt discount of $0 at December 31, 

2013 and $39,873 atDecember31, 2012 

Long-term debt, net of current portion, net of unamortized debt discount of $0 at December 
31,2013 and $89,714 at December 31,2012 

Deferred revalue and customer advances, net of current portion 
AQ?mea!contm^t;c;onsideration.'iwfgrcurrent.pbrt 
Related party subordinated notes payable, net of cunent portion 

Total liabilities 

hS67,839 

1 , 0 0 0 ^ 

3,546,380 
^SpOiOW • 

477,712 
12451^787 

5,522,288 
îOOOiQOQ-

3,910,035 

M7jS8 

25.598,878 

i c ie^^ote j i ) : 
Stockholders' equity: 
^^^^^^£^$Olo6oirpk^V^ue: 5^000^00^ Glares autiiorized no shares is«ied or 

Common stock, $0.0001 par value; 30,000,000 shares autiiorized; 12,178,366 shares issued 
and 12,120,338 shares outstanding alDecember31,2013. and 11,998.313 shares issued and 
11,949376 shares outstanding at December 31,2012 
AddiHciEtal^aidfjn^pittd 
Accumulated deficit 
! n ^ ^ ^ : ^ ! ^ ¥ l c ^ 5 S i 0 2 8 shares at EHcemW^̂  

Total stockholders* ^uity 
Totiil l i^bi l i^ arid stOckliolders' equity 

(259,344) 
25.480,584 

1.052,802 
•2Slfi4 
3,792,505 

1,929,377 

lJ®00 

1,960.127 
I5i:163i8^2 

4,410.286 

3,379.635 
: 96p52 

500,000 

28.420,535 

1,212 
44i894.961 

(19,156,245) 

1,195 
43,776,ip8 

(16,836.823) 

(224353) 
26.710.127 

51.079.462 $; 55,130,662 

The accompanying notes are an integral part of these consoUdated financial statements. 
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WORLD ENERGY SOLUTIONS, INC. 

ConsoUdated Statements of Operations 

Years Ended December 31, 
2013 2012 2011 

Bn^erage commissions, transaction fees and effiden(^ projects 

Total revenue 

Gross profit 

Sales and mai^thj^ 

Total <^^ti°8,£^'g^^$ 

Otho: (exprose) income: 

Interest income 

Other expense, net 

Income tax benefit (expense) 

Net (loss) mcome per common share — basic and diluted 

E^W®©tw#jaage;sMrecpu§tandBg^:l^ i..,;-s: : ; ; ; 

Weighted average shares outstanding — diluted 

$ 33^7370 $ 30^824,446 $ 19,525,121 

34,677.115 31,778.837 20,524.567 

25.360.524 21.709.480 16.514,572 

19,427,779 17.482,723 ' f0,631.035 
-•"•. :;> -^_7t814;933-^^;^:a^^^889^^:&^^5^9^P 

27.242.712 23.410.612 16.42U99 

6j358 - 5 1 ^ 

(1.060.308) (487.312) (1.526) 

7.479.136 (138,224) 
•^^•^^^mm 

0.44 $ 

11.998,019 n.958,689 10.521.910 

The accompanying notes are an integral part of these consolidated financial statements. 
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WORLD ENERGY SOLUTIONS, INC. 

Consolidated Statements of Changes in Stockholders' Equity 
Years Ended December 31,2013,2012, and 2011 

Stock-based comi ation 

Common Stock Treasury Stock Additional Total 
Number of $0.0001 Number of Stated at Paid-in Accumulated Stockholders' 

Shares Par Value Shires Cost Capital Deficit Equity 
7 M ''WMi^sc:^^ 

609,820 609,820 

J stock 
I ^ ^ ^ ^ ^ ^ M D £ e l d 

Issuance ofcommon stock in 
connection with private placement, 
net 

Exercise of stock options 

Balance, December 31,2011 

Fair value of warrants issued 

g ^ t S l ^ ^ t t O l ^ ^ ^ ^ ^ t ^ e l d 
Exercise of stock options 

Net income 
B d a f e ^ e o ^ i i i r i l ^ 0 I 2 r : 
Stock-based compensation 
Issuanceiofconunon sraocdncv ' 
connection witfi«ie5tncted;Stock 
^n[t$4|eKi;:i^^^pni:sts»:^vnm . 
Issuance ofcommon stock in 
connection with contingent 
consideration paid in acquisition 
Eĵ gKaseipfiSteck Options ^ v -̂r -
Net loss 
Mi^i^ i^co^ i i ; 2013 

17,596 

1,520,001 

l,0^'a09 
76.938 

11,853,025 

'•n;688 
69.813 

lli949.376 

32^101 

76,577 
6i;875 

I 

152 

108 

1,185 

3,269 (11,663) (1) 

5.303.827 

3,462,014 
89,300 

.(46.477) 
48,294 

643 

(221.603) 42,967,034 
465^835 
139,555 

(2.750) 

(22,127,515) 

tir.663) 

5.303.979 

3,462,122 
89,308 

^ (^,477) 
20,619.101 

465,835 
139,555 

. (1) • (2.750) 
- I_97j687 - i?7*i9'* 

_ 1 - 5,290.692 5.290,692 

ni9$ 48;937- ^ i^ i t^Si) ; 43;770;i^ (i6-836;8M) 2 6 i 7 l 0 ® 
599.554 - 599,554 

9,091 (34,991) :(2) 

325.442 
Mi859 

(34i990) 

325,450 

(2.319,422) _̂ (2.319,422) 
12.120338) $ 1;212 ..-58;02^' J$u(2S9.344)J$^4:8^^6i $fl9;i5^'4SA $425.^86^5^^ 

The accompanying notes are an integral part of these consolidated financial statements. 

48 World Energy Annual report 2013 



WORLD ENERGY SOLUTIONS, INC. 

ConsoUdated Statements of Cash Flows 

Ycart E«dcd DecMnl>er 31, 

^^^ff@M^l^^^l^tihg a<^viti«:; 
Net (loss) income 

2013 2012 2011 

r2.3I9-422^ $ 5.290-692 $ M6-477) 

jreciation and amortization 4,156,737 3,281,621 1,621,034 

^ ^ i ^ b a s ^ ^ ^ ^ ^ o n 599,554 i*;5,835 609,820 

Gam on sale of investment - (53,106) 

l ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ i s ^ d i t & a ^ i ^ f i ^ ^ ^ a ^ ^ 

IiUerest on accrued contingent consideration 33.206 100,275 

Qjai^esmopa^ng assets and UabUities, net ofthe effects of acquisitions: 

Inventory (261,144) 133,548 (286,299) 

^ ^ ^ ^ ^ k ^53339 ^ 3 7 0 , ^57343 

Accmed compensation (374,620) 54,719 139,235 

vided by operating activities 

Accmed expenses and other cuirent Uabilities (139,405) 707,126 377,629 
* « ® ^ ^ ^ ^ £ g > ^ r ^ m m m ^ -j,;^^^vj;i^y^^^^^^5^1MO3i^^^j40893S^^^^:i^689i816? 

3.135.779 3.786.548 3,647,727 

(Increase) decrease in other assets (37^61) - (43,613) 

770,042 (216,666) 
Proceeds fiom (cash payment for) sale of investment 

Net ca^ used in investing activities 

Proceeds from exercise of stock options 
^^^^^^^^^^^BJe^^Mmonlj^^fc-het ; 

Purchase of treasury stock 
i^^^^^^^^SSMoJgiteim^ddife-^;^'^ 
^ i^k ia lp»^^on long term d^t 

^ ^ ^ ^ ^ ^ ^ ^ ^ ^ J ^ ^ ^ ^ ^ ^ I ' M ; - ' • • • - " ' ^ • ^ ; > ' - ' ^ - : : - . -• 

Payments of contingent consideration 
^/I^n^^^yj^^^nirapi^^ieas^obligw^ 

Net cash (used in) provided by financing activities 
EetAd̂ <S!!$â ).i9̂ SMe mjsehjnqjcaw <^y4lents 
Cash and cash equivalents, t>e îmuig of year 
! ^ h and:^^h^inmra^'en<i (̂ ^ 

(182.635) (7.744.823) (10.682,201) 

199,865 197,694 

g4,990) (2,750) 
^00pSI^^^*ip^(i^^^: 
(6*500.000) 

(2.685,548) (2,250,000) 

89308 

(11.663) 

^63;7ti9) 

:dJh928) 
(4.535,830) 5 f̂̂ '̂̂ 96 

1.837.801 

5.312.987 
^(1^582^6) 

3.307,822 
^(1.721») 

3.559.288 
l;725U36-$l3307;8^-$?i.:i:V 1,837.801 

The accompanying notes are an integral part of these consoUdated financial statements. 
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WORLD ENERGY SOLUTIONS, INC. 

Notes to Consolidated Financial Statements 

NOTE 1 — COMPANY OVERVIEW 

World Energy Solutions, Inc. ("World Energy" or the "Con^any") offers a range of energy management solutions to commercial 
and industrial businesses, institutions, utilities, and governments to reduce their overall energy costs. The Coinpany comes to market 
with a holistic approach to energy management helping customers a) contract for a competitive price for energy, b) engage in energy 
efficiency projects to minimize quantity used and c) pursue available rebate and incentive programs. The Company made its mark on 
the industiy with an innovative approach to procurement via its onlme auction platforms, the World Eneigy Exchange*. With recent 
investments and acquisitions. World Energy is building om its energy efficiency practice engaging new customers while also pursuing 
more cross-selling opportunities for its procurement services. 

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Princ^les of Consolidation 

The Company's accompanying consoUdated financial statements include its wholly-owned subsidiary World Energy Securities 
Corp. All interconqiany accounts and transactions have been eliminated in consolidation. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of 
America ("GAAP") requires management to make estimates and assumptions tfiat affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date ofthe financial statements and the reported amounts of revenue and expenses 
during the r^orting period. Accordingly, actual results could differ fixtm these estimates. 

The Company's most judgmental estimates affecting its accompanying consolidated financial statements are tiiose relating to 
revenue recognition and the estimate of actual energy deUvered fiom the bidder to the lister of such energy; stock-based conqiensation; 
the valuation of intangible assets and goodwill; the valuation of contingent consideration; impairment of long-lived assets; warranty 
liability; and estimates of future taxable income as it relates to tiie realization ofthe Company's net deferred tax assets. The Con^any 
regularly evaluates its estimates and assumptions based upon historical experience and various otiier Actors that the Conq)any believes 
to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets 
and liabilities that are not readily apparent from other sources. To tfie extent actual results differ from those estimates; future results of 
operations may be affected. 

Revenue Recognition 

Retail Electricity Transactions 

The Company earns a monthly commission on energy sales contracted through its online auction platform fi^om each bidder or 
energy supplier based on the energy usage transacted between the bidder and lister or energy consumer. The Company's commissions 
are not based on the retail price for electricity; rather on the amount of energy consumed. Commissions are calculated based on the 
energy usage transacted between tbe energy supplier and energy consumer multiplied by the Company's contractual commission rate. 
The contractual commission rate is negotiated with tiie energy consumer on a procurement-by-procurement basis based on energy 
consumer specific circumstances, including the size of auction, the effort required to organize and run the respective auction and 
competitive factors, among others. Revenue fiom commissions is reco^iized as eamed on a monthly basis over the life of each contract 
as energy is consumed, provided there is persuasive evidence of an arrangement, the sales price is fixed or determinable, collection of 
the related receivable is reasonably assured, and customer acceptance criteria, if any, lias been successfully demonstrated. 

The Company records brokerage commissions based on actual usage data obtained from the energy supplier for that accounting 
period, or to the extent actual usage data is not available, based on the estimated amount of electiicity and gas delivered to the energy 
consumers for that accounting period. The Conq>any develops its estimates on a quarterly basis based on the followmg criteria: 

Payments received prior to the issuance ofthe consolidated financial statements; 

Usage updates from energy suppliers; 

Usage data fi^om utilities; 

Comparable historical usage data; and 

Historical variances to previous estimates. 
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To the extent usage data cannot be obtained, the Company estimates revenue as follows: 

Historical usage data obtained from the energy consumer in conjunction with the execution ofthe auction; 

Geographic/utUity usage patterns based on actual data received; 

Analysis of prior year usage pattems; and 

Specific review of individual energy suppUer/location accounts. 

In addition, tfie Company analyzes this estimated data based on overall industiy ti^nds including prevailing weather and usage 
data. Once the actual data is received, the Company adjusts the estimated accounts receivable and revenue to the actual total amount in 
the period during which the payment is received. Based on management's current capacity to obtain actual energy usage, the Company 
currentiy estimates four to six weeks of revenue at tiie end of its accounting period. Differences between estimated and actual revenue 
have been within management's expectations and have not been material to date. 

The Company does not invoice its electricity energy suppliers for monthly commissions eamed and, therefore, it classifies a 
substantial portion of its receivables as "unbilled." Unbilled accounts receivable represents management's best estimate of enei^ 
provided by the energy suppUers to the energy consumers for a specific completed time period at contracted commission rates and is 
made up of two components. The first component represents energy usage for which the Company has received actual data fiom tiie 
supplier and/or the utiUty but for which payment has not been received at the balance sheet date. The majority of the Company's 
contractual relationships with energy suppliers require them to supply actual usage data to the Company on a monthly basis and remit 
payment to the Company based on that usage. The second component represents energy usage for vMch the Company has not received 
actual data, but for Âliich it has estimated usage. Commissions paid in advance by certain energy suppliers are recorded as deferred 
revenue and amortized to commission revenue on a monthly basis on the energy exchanged that month. 

Retail Natural Gas Transactions 

There are two primary fee components to the Company's retail natural gas services: transaction fees and management fees. 
Transaction fees are billed to and paid by the energy supplier awarded business on the platfonn. These fees are established prior to 
award and are the same for each supplier. For the majority ofthe Company's natural gas transactions, the supplier is billed upon the 
conclusion of the transaction based on the estimated energy volume ti^nsacted for the entire award term multipUed by the transaction 
fee. Management fees are paid by tiie Company's energy consumers and are generally billed on a monthly basis for services rendered 
based on terms and conditions included in contractual anangements. While substantially alt of die Company's retail natural gas 
transactions are accounted for in accordance with this policy, a significant percentage are accounted for as the natural gas is consumed 
by the customer and recognized as revenue in accordance with the retail electricity transaction revenue recognition methodology 
described above. 

Mid-lyiarket Transactions 

The Company cams a monthly commission on energy sales fi-om each energy supplier based on the energy usage transacted 
between the energy supplier and energy consumer. The conunissions are not based on the retail price for electricity but rather on the 
amount of energy consumed. Commissions are calculated based on the energy usage transacted between the energy supplier and energy 
consumer multiplied by tfie Company's contracmal commission rate. Revenue from commissions is recognized as eamed over the life 
of each contract as eneigy is consumed, provided there is persuasive evidence of an arrangement, the sales price is fixed or determinable, 
collection ofthe fee is reasonably assured, and customer acceptance criteria, ffany, has been successfiilly demonstrated. The Company 
generally recognizes revenue on these transactions when it has received verification from the electricity supplier ofthe end-users power 
usage and electricity supplier's subsequent collection ofthe fees billed to the end user. The verification is generally accompanied with 
payment ofthe agreed upon fee to the Company, at which time the revenue is recognized. Commissions paid in advance are recorded 
as customer advances and are recognized monthly as commission revenue based on the energy exchanged that month. To tiie extent the 
Company does not receive verification of actual energy usage or it cannot reUably estimate what actual energy usage was for a given 
period, revenue is deferred until usage and collection data is received from the energy supplier. To the extent that the Company does 
not receive acmal usage data from the energy suppUer, it will recognize revenue at the end of tiie contî act flow date. In October 2012, 
the Company acquired Northeast Energy Partners, LP ("NEP"). NEP recognizes revenue monthly as energy flows fixim the energy 
suppUer to the end user. The Company can reliably estimate actual energy usage based on historical usage data compiled by NEP. 
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Demand Response Transactions 

Demand response ti-ansaction fees are recognized when the Company receives confirmation from the demand response provider 
("DRP") tiiat the energy consumer has performed under the applicable R^onal Transmission Organization ("RTO") or Independent 
Service Operator ("ISO") program requirements. The energy consumer is either called to perform during an actual curtailment event or 
is required to demonstrate its ability to perform in a test event during the performance period. For PJM Intoxronnection ('TIM"), an 
RTO that coordinates the movement of wholesale electricity in all or parts of 13 states and the District of Columbia, the performance 
period is June through September in a calendar year. Test results are submitted to PJM by the DRPs and the Company receives 
confirmation ofthe energy consumer's perfonnance in the fourth quarter. DRPs typically pay the Company ratably on a quarterly basis 
throughout the demand response fiscal (June to May) year. As a result, a portion ofthe revenue the Company recognizes is reflected as 
unbilled accounts receivable. 

Wholesale and Environmental Commodity Transactions 

Wholesale transaction fees are invoiced upon the conclusion ofthe auction based on a fixed fee. These revenues are not tied to 
fiiture energy usage and are recognized upon the completion ofthe online auction. For reverse auctions where the Company's customCTs 
bid for a consumer's business, the fees are paid by the bidder. For forward auctions where a lister is selling energy products, the fees 
are typically paid by the lister. While substantially all wholesale transactions are accounted for in tfiis fashion, a small percentage ofthe 
Company's wholesale revenue is accounted for as electricity or gas is delivered, similar to the retail electricity transaction metfiodology 
described above. 

Envfronmental commodity ti-ansaction fees are accounted for utilizing two primary methods. For regulated allowance programs 
like the Regional Greenhouse Gas Initiative ("RGGI"), fees are paid by the lister and are recogm'zed as revenue quarterly as auctions 
are conqileted and approved. For most other environmental commodity transactions both tiie lister and the bidder pay the transaction 
fee and revenue is recognized upon the consummation of the underlying transaction as credits are delivered by the lister and payment is 
made by the bidder. 

Channel Parmer Commissions 

The Company pays commissions to its channel partners at contractual rates based on monthly energy transactions between eneigy 
suppliers and energy consumers. The commission is accmed monthly and charged to sales and marketing expense as revenue is 
recognized. The Company pays commissions to its salespeople at contiractual commission rates based upon cash collections from its 
customers. 

Revenue Estimation 

The Company's estimates in relation to revenue recognition affect revenue and sales and marketing expense as reflected on its 
consolidated statements ofoperations, and trade accounts receivable and accmed commission accounts as reflected on its consolidated 
balance sheets. For any quarteriy reporting period, the Company may not have actual usage data for certain energy siq)pUera and will 
need to estimate revenue. Revenue is initiaUy recorded based on the energy consumers' historical usage profile. At the end of each 
reporting period, the Company adjusts this historical profile to reflect actual usage for the period and estimate usage where actual usage 
is not available. For tfie year ended December 31,2013. the Con^any estunated usage for approximately 9% of its revenue resulting in 
a negative 0.3%, or approximately $105,000, adjustment to decrease revenue. This decrease in revenue resulted in an approximate 
$16,000 decrease in sales and marketing expense related to tfiird party commission expense associated with those revenues. 
Conesponding adjustments were made to trade accounts receivable and accmed commissions, respectively. A \% difference between 
this estimate and actual usage would have an approximate $32,000 effect on the Company's revenue for the year ended December 31, 
2013. 

Energy Efficiency Services 

The Company's Energy efficiency services segment is primarily project driven where the Company identifies efticiency measures 
that energy consumers can inclement to reduce their energy usage. The Company presents retrofit opportunities to customers, get 
approval from them to proceed and submit the proposal to the local utiUty for pre-approval and determination of available incentives. 
Once the utility approves funding for the project, the Company installs the equipment, typically new heating, ventilation or air 
conditioning equipment, or replace lighting fixtiires to more efficient models. The Company recognizes revenues for energy efficiency 
services when persuasive evidence of an arrangement exists, delivery has occurred, tiie price is fixed or determinable and collectability 
is reasonably assured. Due to the short-term nature of projects (typicaUy two to three weeks), the Company utilizes the completed-
contract method. The Company also assesses multiple contracts entered into by the same customer in close proximity to determine if 
the contracts should be combined for revenue recognition purposes. Revenues are recognized based upon factors such as passage of 
title, installation, payments and customer acceptance. 
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Cash and Cash Equivalents 

The Conqiany considers all highly liquid debt instmments purchased witfi an original maturity of 90 days or less to be cash 
equivalents. 

Concentration of Credit Risk and Off'Balance Sheet Risk 

Financial instmments that potentiaUy expose the Company to concentrations of credit risk consist principally of cash and trade 
accounts receivable. The Company has no material off-balance sheet risk such as foreign exchange contracts, option confracts, or other 
foreign hedging arrangements. The Conqiany places its cash with primarily two institutions, which management believes are of high 
credit quaUty. As ofDecember 31.2013, aU ofthe Company's cash is held in interest bearing accounts. 

The Company provides credit in the form of invoiced and unbilled accounts receivable to customers in the normal course of 
business. Collateral is not required for trade accounts receivable, but ongomg credit evaluations of customers are performed. While the 
majority of the Con^any's revenue is generated from retail energy transactions where the winning bidder pays a commission to tiie 
Company, commission payments for certain auctions can be paid by the Uster, customer or a combination of both. Management provides 
for an allowance for doubtful accounts on a specifically identified basis, as well as through historical eiq>erience appUed to an aging of 
accounts, if necessary. Trade accounts receivable are written off when deemed uncollectible. To date write-offs have not been material. 

The following represents revenue and trade accounts receivable from bidders exceeding 10% ofthe total in each category: 

Trade accounts receivable as of 
Revenue for the year ended December 31, December 31, 

Bidder 2013 2012 2011 2013 2012 

B 12% 11% 13% 12% 11% 

In addition to its direct relationship with bidders, the Company also has direct contractual relationships with listers for the online 
procurement of certain of their energy, demand response or oivironmental needs. These listers are primarily targe businesses and 
govonment organizations and do not have a direct creditor relationship with the Company. For the years ended December 31,2013 and 
2012, no eneigy consumer represented more tfian 10% individually ofthe Conqiany's aggregate revenue. 

Inventory 

Inventory is maintained in the Company's Energy efficiency services segment and consists of prepaid expendables and project 
materiab. Prepaid expendables represents consumable components that are used in project installations and are stated at the lower of 
cost or market, with cost being determined on a first-in, first-out (FIFO) basis. Historical inventory usage and cuirent trends are 
considered in estimating both excess and obsolete inventory. To date, there have been no material write-downs of inventory and therefore 
no allowance for excess or obsolete mventory was recorded at December 31,2013 and 2012. Project materials represent direct costs 
incurred on projects-in-process as of each reporting period. 

Inventory consists of the foUowing: 

PrelF̂ <l.e7q»̂ dajbles 
Project materials 

Tb^inyentpiy 

Property and Equipment 

Property and equipment is stated at cost. Depreciation is provided on a straight-line basis over the estimated useful fives of the 
related assets or the life ofthe related lease, whichever is shorter, which range from 3 to 10 years. 

$ 

1 . •-• 

December 31, 
2013 

. V •'^''55,563- - • $ - . . " 
360,207 

. 415,770 $ . 

2012 
52-419 

122,207 
•k';,.-.:-M^t&. 
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Investment/Convertible Note Receivable 

In 2010, the Con^any made a sfrategic investment in the form of a two-year $650,000 convertible note with Refroficiency, Inc. 
("Refroficiency"). The convertible note accmed interest at 9% per annum with principal and mterest due at the end of the term on 
July 22, 2012. It included optional and automatic conversion rights to convert into Retroficiency shares at $0.54 per share and was 
subject to adjustment in certain cfrcumstances. During the fourth quarter of 2011, Retroficiency executed a qualified financing in the 
form of Series A Prefened Stock at a price in excess of the Company's conversion price and all principal and interest amounts 
outstanding under the convertible note receivable at the time ofthe financing were converted into Series A Prefened Stock. In March 
2012, the Company sold its investment in Rettoficiency at a premium to its carrying value. As a result, a gain of approximately $53,000 
was recorded as other income in the accompanying consolidated statements ofoperations for the year ended December 31,2012. 

Other Assets 

Certain acquired software and significant enhancements to the Company's software are capitalized in accordance with Accounting 
Standards Codification ("ASC") 350-40, "Internal-Use Software" ("ASC 350-40"). Internally developed software costs capitalized in 
2013 amounted to $58,500. No internally developed software costs were capitalized m 2012 or 2011. The Coinpany amortized intemaUy 
developed and purchased software over the estimated useful life ofthe software (generally three years). During 2013,2012 and 2011, 
approximately S2,000, $18,000 and $113,000 were amortized to cost of revenues, respectively. Accumulated amortization was 
approximately $1,223,000 and $1,221,000 at December 31, 2013 and 2012. respectively. Pre- and post- software inqilementation and 
configuration costs have historically been immaterial and charged to cost of revenue as incurred. In addition, $400,000 of certain long 
term prepaid partner payments are included in other assets at December 31, 2013, and $500,000 was included in the balance at 
December 31,2012. 

Intangible Assets 

The Company uses assumptions in establishing the initial carrying value, fair value and estimated lives of its intangible assets. 
The criteria used for these assumptions include management's estimate ofthe asset's continuing ability to generate positive income 
fivm operations and positive cash flow in future periods compared to the carrying value ofthe asset, as well as the strategic significance 
ofany identifiable intangible asset in the Company's business objectives. If assets are considered impaired, the impairment recognized 
is the amount by which the carrying value ofthe assets exceeds the fair value ofthe assets. Useful lives and related amortization expense 
are based on ao estimate ofthe period that the assets will generate revenues or otfierwise be used by tfie Company. Factors tfiat would 
influence the likelihood of a material change in the Company's reported results include significant changes in the asset's ability to 
generate positive cash flow, a significant decline in the economic and competitive environment on which the asset depends and 
significant changes in the Company's sfrategic business objectives. 

Intangible assets consist of customer relationships and contracts, purchased technology and other intangibles, and are stated at 
cost less accumulated amortization. Intangible assets with a finite life are amortized usUig the straight-line method over thefr estimated 
useful lives, which range fi-om one to ten years. 

Impairment ofLong-Lived and Intangible Assets 

In accordance with ASC 350. "Intangibles - Goodwill and Other" ("ASC 350"), the Con^any periodically reviews long-lived 
assets and intangible assets for impairment whenever events or changes in circumstances indicate that the canying amount of such assets 
may not be recoverable or that the useful lives of those assets are no longer appropriate. RecoverabiUty of these assets is determined by 
conqjaring the forecasted undiscounted net cash flows ofthe operation to which the assets relate to the canying amount. No impairment 
ofthe Company's long-lived assets was recorded as no change in circumstances indicated tiiat the canying value ofthe assets was not 
recoverable during the years ended December 31,2013 and 2012, 

Goodwill & Indefinite-Lived Intangible Assets 

The Company uses assumptions in establishing the initial canying value and fair value of its goodwill and indefinite-lived 
intangibles. Goodwill represents the excess ofthe purchase price over the fair value of identifiable net assets of acquired businesses. 
Indefinite-lived intangibles are intangible assets whose useful fives are indefinite in that their lives extend beyond the foreseeable horizon 
- that is there is no foreseeable limit on the period of time over which it is expected to contribute to the cash flows of the reporting 
entity. The Conqiany accounts for these items in accordance with ̂ C 350, under which goodwill and intangible assets havmg indefinite 
lives are not amortized but instead are assigned to reporting units and tested for in^airment annually or more frequentiy if changes in 
circumstances or the occunence of events indicate possible impainnent. 
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The Company performs its annual iiiq>airment test at the end of the fourth fiscal quarter of each year, or earUer, if indicators of 
potential impairment exist. This impairment test is performed for each of its segments - Energy procurement and Energy efficiency 
services - which have been determined to he the Company's reporting units. The in^airment test for goodwill and indefinhe-Hved 
intangibles is a three-step process. Step 0 &ve8 entities tiie option of first performing a quatitative assessment to test for impairment on 
a Teporting-unit-by-r^ortmg>unit basis. If after performing the quaUtative assessment, an entity concludes that it is more-Iikely-than-
not ("MLTN", typically quantified as a likelihood of more than 50%) that the fair value of a reporting unit is less than its canying 
amount, then the entity would perform a two-step impainnent test. However, if, after applying the quaUtative assessment, the entity 
concludes that it is not MLTN tiiat the &fr value is less than the canying amount, the two step iinpainnent test is not required. Step one 
consists of a comparison of tfie fafr value of a reporting tmit with its carrying amount, including the goodwiU aUocated to each reporting 
unit. Ifthe carrying amount is in excess ofthe feir value, step two requires the excess ofthe carrying amount ofthe reporting unit's 
goodwill over the impUed fafr value ofthe reportmg unit's goodwill to be recorded as an impairment loss. To determine the &fr value 
of each ofthe reporting units as a whole, the Company uses a discounted cash flow analysis, which requfres significant assumptions and 
estimates about tfie future (^rations of each reporting unit. Significant judgments inherent in this analysis include the determination of 
appropriate discount rates, tfie amount and timing of expected fiiture cash flows and growth rates. The cash flows employed in the 
discounted cash flow analyses are based on financial forecasts developed by management. The discount rate assumptions are based on 
an assessment ofthe Company's risk adjusted discount rate, applicable for each reporting unit. In assessing the reasonableness ofthe 
determined fafr values ofthe reporting units, the Con^any evaluates its results against its current market capitalization. 

As ofDecember 31, 2013 and 2012, the Company performed a step one analysis on both the energy procurement and energy 
efficiency services reporting units and determined that their indicated fair values substantially exceeded their canying values. The 
Con:q)any relied on a weighted average cost of capital of 15.75% and 16.15% for each reportmg unit as ofDecember 31,2013 and 2012, 
respectively, which takes into consideration certain specific small company premiums. The Company utilized a long-term growth rate 
of approximately 8% and 3% for the energy procurement and 15% and 20% efficiency services reporting units as of December 31,2013 
and 2012, respectively, and assumed a combined tax rate of 40% for both units and in both years. 

As of December 31, 2013, the Company performed a step one analysis on the Company's indefinite-life intangibles related to its 
Energy efficiency services segment customer relationships. Indefinite-life was assigned to the Company's prime confractorrelationships 
with the customer base in the Norwich Public ("Norwich") and United Illuminated ("UI") utility regions ("Prime") and the Company's 
relationships with the customer base within the Connecticut, Light and Power, UI and Norwich regions as a subcontractor 
("Subcontractor") at the NES acquisition date. The fair value of both tfie Prime and Subconti^ctor relationships exceeded their carrying 
values. The Con^any reUed on a weighted average cost of capital of 16.6% for tfie Prime relationship and 15.7% for tfie subcontractor 
relationship as of Deceniber 31,2013, which takes into consideration certain specific small company premiums. The Company utilized 
a iong-tenn growth rate of approximately 10% for both the Prime and Subcontractor relationships and assumed a combined tax rate of 
40% for both. As ofDecember 31,2012, the Company performed a qualitative assessment of its indefinite-lived intangibles related to 
its Energy efficiency services segment customer relationships and determined that h was not lUcely that the fafr value of a reporting unit 
was less than its carrying value. 

Deferred Revenue and Customer Advances 

Deferred revenue and customer advances arise when energy suppliers pay the Company a commission prior to the Company 
meeting aU the requirements necessary to recognize revenue. Deferred revenue and customer advances expected to be reco^iized as 
revenue by year are approximately as follows: 

Amount 

2015 
i ^ i ^ ^ ; ^ ^ " > ^ : - V ^ > • : - - > ^ : : / ^ ^ : . . ^ • • . . : • ; / - • \ - : : ^ 

2017 
2ftiimd:^^ftcI^;^;^V'i^^:•'^ ' •• "'" " 

Total deferred revenue and customer advances 

T h e foUowing table provides a rollfonvard of deferred revenue and customer advances : 

Amount 

$ • ' • • • • 

$ 

• T - ^ w ^ ^ 
2.235,000 

^;^: i^43;ooo 
310,000 

: 222.606 
7,456,000 

Bal(mMat̂ £imi4tyli<20l3 $ 5309;000 
Cash received 4,362.000 
Revenue feebgnized (2215.000) 

Balance at December 31,2013 $ 7.456,000 
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Warranty 

The Company's Energy efficiency services segment provides its customers a one year wananty for all parts and labor in its 
instaUation workmanship. The Company has determined primarily from historical infonnation and management's judgment, that 
wananty costs are immaterial and no estimate for warranty cost is required at the time revenue is recognized. Should actual warranties 
differ from the Company's estimates, an estimated warranty Uability would be required. 

Income Taxes 

In accordance with ASC 740, "Income Taxes " ("ASC 740"), defened tax assets and Uabilities are determined at tfie end of each 
period based on the fiiture tax consequences that can be atfributed to net operating loss carryforwards, as well as differences between 
the financial statement carrying amounts ofthe existmg assets and liabilities and their respective tax basis. Deferred income tax expense 
or credit are based on changes in the asset or Uability from period to period. Valuation allowances are provided if, based on the weight 
of available evidence, it is more likely than not that some or all ofthe defened tax assets will not be realized. The realization of defened 
tax assets is dependent upon the generation of future taxable income. In assessing the requirement of a valuation allowance, the Company 
considers past perfonnance, expected future taxable income, and qualitative factors which tbe Company considers to be appropriate in 
estimating future taxable income. The Company's forecast of expected future taxable income is for fiiture periods that can be reasonably 
estimated. Results that differ materially from current expectations may cause the Company lo change its judgment on future taxable 
income and the necessity of a tax valuation allowance. 

The Company has reviewed the tax positions taken, or to be taken, in its tax retums for all tax years currently open to examination 
by the taxing authority in accordance witii ASC 740's recognition and measurement standards. At December 31, 2013. there are no 
expected material, aggregate tax effects of differences between tax retum positions and the benefits recognized in the Company's 
consolidated financial statements. The Company accounts for interest and penalties related to uncertain tax positions as part of its 
provision for income taxes. 

Stock-based Compensation 

The Company recognizes the compensation fi-om stock-based awards on a stiaight-line basis over the requisite service period of 
the award. Stock-based awards to employees consisted of grants of stock options for the yeais ended December 31,2013,2012 and 2011 
and grants of restricted stock for the years ended December 31, 2013 and 2012, respectively. The restiictions on the resfricted stock 
lapse over the vesting period. The vesting period of stock-based awards is determined by tfie board of directors, and is generally four 
years for employees. 

The Company accounts for hansactions in which services are received from non-employees in exchange for equity instmments 
based on the fair value of such services received or ofthe equity instmments issued, whichever is more reliably measured. There were 
no equity instmments granted to non-employees for the year ended December 31,2013. For the years ended December 31,2012 and 
2011 stock-based awards to non-employees consisted of grants of stock warrants. The vesting period of stock wanants granted ranged 
from one to seven years. 

Lvases 

R^nt under non-cancelable operating leases that include scheduled rent increases are accounted for on a straight-line basis over 
the lease term. Allowances and other lease incentives provided by tfie lessor are amortized on a straight-line basis as a reduction of rent 
expense. The difference between sti-aight-line expense and rent paid is recorded as a defened rent liability in the consolidated balance 
sheet. 

Advertising Expense 

Advertising expense primarily includes promotional expenditures and is expensed as inclined. Advertising expenses incurred 
were approximately $229,000, $205,000 and $144,000 for tiie years ended December 31,2013,2012 and 2011, respectively. 

Comprehensive Income (Loss) 

ASC 220, "Comprehensive Income" ("ASC 220"), establishes standards for reporting and displaymg comprehensive (loss) 
income and its components in financial statements. Comprehensive (loss) income is defmed as the change in stockholders' equity of a 
business enterprise during a period from transactions and other events and circumstances from non-owner sources. The comprehensive 
(loss) income for all periods presented consisted only ofthe reported net (loss) income. 
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Fair Value of Financial Instruments 

The Company's financial instmments include cash and cash equivalents, accounts receivable, accounts payable, accmed expenses 
(including contingent consideration) and debt. The carrymg amounts for these financial instmments reported in tfie consolidated balance 
sheets approximate thefr fafr values. 

Fair Value Measurements 

The Company foUows ASC 820, "Fair Value Measurements and Disclosures" ("ASC 820"), for fair value measurements. ASC 
820 defines fafr value, establishes a framework for measuring fiiir value, and expands disclosures about fair value measurements. The 
standard provides a consistent defmition of fafr value, vAdch focuses on an exit price, which is the price that would be received to sell 
an asset or paid to fransfer a liability in an orderly fransaction between market participants at the measurement date. The standard also 
prioritizes, within the measurement of fair value, the use of market-based information over entity specific information and establishes a 
three-level hierarchy for fafr value measurements based on the nature of inputs used in the valuation of an asset or Uability as of the 
measurement date. 

The hierarchy established under ASC 820 gives the highest priority to unadjusted quoted prices in active markets for identical 
assets or Uabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). 

Level 1 — Pricing inputs are quoted prices available in active markets for identical investments as ofthe reporting 
date. As required by ASC 820-10, the Company does not adjust the quoted price for these investments, even in situations 
where the Company holds a large position and a sale could reasonably impact the quoted price. 

Level 2 — Pricing inputs are quoted prices for similar investments, or inputs that are observable, either directly or 
indirectly, for substantially the fiill term through corroboration with observable market data. Level 2 mcludes investments 
valued at quoted prices adjusted for l^al or confractual restrictions specific to these investments. 

Level 3 — Pricing inputs are unobservable for the investment, that is. inputs that reflect the reporting entity's own 
assumptions about the assumptions market participants would use in pricing the asset or liability. Level 3 includes 
investments that are supported by little or no market activity. 

Segment Reporting 

ASC 280, "Segment Reporting" ("ASC 280"), establishes standards for reporting information about operating segments in 
financial statements. Operating segments are defined as components of an enterprise about which separate financial infonnation is 
available that is evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in assessing 
performance. The Company's chief operating decision maker is the president and chief executive officer. The Company's chief operating 
decision maker reviews the results ofoperations based on two industry segments: Energy procurement and Energy efficiency services. 

Recent Accounting Pronouncements 

In July 2013, Accounting Standards Update ("ASU") 2013-11, "Income Taxes (Topic 740): Presentation of an Unrecognized Tax 
Benefit When a Net Operating Loss Canyforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists" ("ASU 2013-11"), was 
issued which defines the presentation requirements of an unrecognized tax benefit, or a portion of an unrecognized tax benefit, in the 
financial statements. This ASU is effective for fiscal years, and interim periods within those years, beginning after December 15, 2013. 
Early adoption is permitted and retrospective application is permitted but not required. The Company does not expect the application of 
this ASU to have an impact on its consolidated fmancial statements. 

NOTE 3 — ACQUISITIONS 

TTie Company accounts for acquisitions using the purchase method in accordance with ASC 805, "Business Combinations." The 
results ofoperations of acquisitions have been included in the accompanying consolidated financial statements as ofthe dates ofthe 
acquisition. There were no acquisitions in 2013. Total cash paid for acquisitions was $8.1 million and $10.4 miUion in 2012 and 2011, 
respectively. The Company recognized $0.2 milUon and $0.7 million of total acquisition costs in 2012 and 2011, respectively, that were 
included in general and administrative expense in the accompanying consolidated statements ofoperations. 

NEP 

On October 3, 2012. the Con^any acquired substantially all ofthe assets and certain obligations of Northeast Energy Partners. 
LLC ("NEP") pursuant to an Asset Purchase Agreement (tfie "Asset Purchase Agreement") between the Company, NEP. and its 
members. NEP is a Connecticut based energy management and procurement company. 
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The acquisition-date fafr value ofthe consideration fransferred totaled approximately $12.1 miUion, which consisted ofthe 
following: 

^0a^i 
Purchase Price 

Notes iH^le to seller 
^ntfn^S^^lde^tion 

Total consideration 

2,000.000 

::̂ m666 
12,129,959 

The Company funded tiie mitial $7.9 million cash portion ofthe purchase price through the issuance of long-term debt. See Note 
15 "Credit Arrangements" for details of long-term debt. 

The fiifr value of tiie Notes payable to seUer was recorded at the face amount ofthe Notes entered into at the date of acquisition 
due to thefr short-term maturity and market rate of interest. The Notes payable to seller bears interest at 4%. On October 1,2013, the 
Company paid tfie first installmem of $1,500,000 against tfie Notes payable to seller. As of December 31, 2013, $500,000 was 
outstanding under the Notes payable to seller, which is due on April 1,2014. 

As pari ofthe total consideration, NEP could have eamed up to $3.2 mUlion in contingent consideration if certain perfonnance 
criteria were met for tfie twelve months ending September 30,2013. This potential contingent consideration consisted of $2.5 mUUon 
in cash and 153,153 slures ofcommon stock. As ofDecember 31.2012, the Company valued tfiis contingent payment at $2.2 milUon, 
vdiich was recorded within current Uabilities as accmed contingent consideration in the consolidated balance sheet. In measuring the 
&ir value of tiie contingent consideration, the Company assigned probabilities to the performance criteria, based among other things on 
tfie nature ofthe perfonnance criteria and the Company's due diligence performed at the time ofthe acquisition. On December 31,2013 
the Company paid $1.3 million in cash and issued 76,577 shares ofcommon stock valued at $0.3 million which represented the final 
contingent consideration payment related to tfie acquisition. As a result, the Company recognized a $0.6 milUon reduction in general 
and adminisfrative e}q)ense for tfie year ended December 31, 2013, elinunating the accmed contingent consideration related to this 
acquisition. 

The following table summarizes tiie allocations of purchase price, which was finalized at December 31,2012; 

i lhlj iU^^ii^^ts^^^^V 
Fixed assets 
ga|«nt;li6bjlih« # ;>^ •̂̂ ;̂' 
Intangible assets 

Net assets acquured 

Allocations 

26,765 

7.820,000 

12.129,959 

The purchase price was allocated to the tangible and intangible assets and liabilhies assumed based on estimates of thefr respective 
fair values at the date of acquisition with the remaining unallocated purchase price recorded as goodwill. Fair value of intangible assets 
was determined using a coihbination of tfie nralti^riod excess eamings method, the comparative business valuation method and relief 
from royalty method. The goodwill recognized is attiibutable primarily to future revenue generation resulting from expected synergies, 
expanded product Hues and new markets and is expected to be deductible for tax purposes over a period of 15 years. 

The intangible assets, excluding goodwill, are being amortized on a stiraight-line basis over thefr weighted average lives as foUows: 

Fair Value 
î isfeinief jpijntracMi •. 
Non-compete agreements 
l^^prma-Tielaticn^t^-. ̂  
Trade names 

To^^tan^Ie assets 

Weighted Average 
Lives 

$.... .. 

• $ ^ • • • • . -

; f2i566,O06:̂  : 
900,000 

4.<«)o,666 
420.000 

V ^V7j82{);Od65^ 

.4yeaB; 
5 years 

•• IjPyeais 
4years 

. ' - ' •- _ C ' ' ^' ' " '-

GSE 

On October 31, 2011, the Company acquired substantially all of the assets and certain obligations of GSE ConsuUing, L.P. 
("GSE") for a maximum purchase price of $13.1 million. GSE is a Texas based energy management and procurement con^any. The 
purchase price was $8.6 million, consisting of $3.9 million in cash, $1.5 million in cash to pay off GSE debt, and 1.0 million shares of 
the Company's Common Stock valued at $3.2 million. In addition, GSE could eam up to $4.5 million of contingent consideration in 
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cash based on the achievement of certain annualized new bookuig and renewal rate targets to be measured over a two-year period 
tiirough October 2013. 

The acquisition-date fafr value ofthe consideration transfened totaled $12.9 milUon, which consisted ofthe foUowing: 

Purchase Price 

Common stock (1,000,000 slwres) 3j210,(W0 

Total consideration $ 12,938^51 

The fafr value ofthe 1,000,000 common shares issued was deteimined based on the closing market price ofthe Company's 
common shares on the acquisition date. 

The fair value of the contingent consideration was based on the weighted probability of achievement of certain performance 
nulestones. In measuring the fafr value ofthe contingent consideration, the Con^iany assigned probabilities to the performance criteria, 
based among other things on the nature of the performance criteria and the Company's due diligence performed at the time of the 
acquisition. The contingent consideration was tied to the achievement of certain performance criteria for the 3-month period ended 
December 31,2011 ("2011 GSE contingent consideration"), the twelve montfi period ended October 31,2012 ("2012 GSE contingent 
consideration") and the twelve month period ended October 31, 2013 ("2013 GSE contingent consideration"). The contingent 
consideration earns interest at 4% per annum, which is payable at each respective due date. 

In January 2012, tiie Conqiany paid $2.0 million to GSE representing fuU attainment of the 2011 GSE contingent consideration. 
In January 2013, the Con^any paid an additional $1.3 million to GSE rqiresenting its attainment ofthe annualized new booking target 
for the 2012 GSE contingent consideration. The renewal rate target for the 2012 QSE contingent consideration in the amount of $0.3 
miUion was not attained but has been disputed by GSE. Based on management's estimates, the annualized new bookings target for the 
2013 GSE contingent consideration was attained representing $0.8 milUon ofthe $1.0 million total potential contingent consideration 
payment for that period. The renewal rate target for the 2013 GSE contingent consideration representing a potential $0.3 million ofthe 
total payment was not attauied but has been disputed by GSE. The Company's estimates are currently bemg reviewed by GSE. In 
addition, tfie agreement provided for a working capital adjustment tied to the collection of backlog during the 15-month period fixim 
November 1,2011 through January 31,2013, as defined in the purchase agreement. Based on management's estimate ofthe working 
capital adjustment, no payment has been made to GSE related to tfie 2013 GSE contmgent consideration. GSE has disputed this 
calculation and the companies are currently in negotiations to determine a mutually accq)table settlement on all disputed items. As a 
result, the Company has estimated a $1.0 million accmal related to the 2012 and 2013 GSE contingent consideration which is included 
within current liabilities in the Company's consolidated balance sheets as of December 31,2013. 

The following table summarizes tiie estimated fafr values of tiie assets and liabilities assumed at the acquisition date: 

J ^ T S » t t j a s s ^ y / > ? - - ^ - - ; v - % : r . . - ' - ' ' - ^ - - - K ' ^ - " ^ ^ •••-• ••••::' ^-y :. , ,. , - . v ^ : . , ... $-

$ 

Allocations 
;.::--^^:->^^;.:g^J598: 

100,088 

' ' • • - k ' ^ y i ^ ^ . 
(27,858) 

7,086;M 
5,762,293 

. . I :h i2i938a5i ; 

Capital leases^ 

Goodwill 

The purchase price was allocated to the tangible and intangible assets and liabilities assumed based on estimates of thefr respective fair 
values at the date of acquisition with the remaining unallocated purchase price recorded as goodwill. Fair value of intangible assets was 
deteimined using a combination of the multi-period excess eamings method, tbe comparative business valuation metfiod and the relief firom 
royalty method. The goodwill recognized is attributable primarily to future revenue generation resulting from expected synergies, expanded 
product lines and new markets and is expected to be deductible for tax purposes over a period of IS years. Acquisition costs of approximately 
$0.4 million were recorded in general and administrative expense in 2011. 

Management is responsible for the valuation of net assets acqufred and considered a number of factors, including valuations and 
appraisals, when estimating tfie fair values and estimated useful Uves of acqufred assets and liabUities. At December 31,2011 the aUocation of 
purchase price had been finaliKd. Tbe intangible assets, excluding goodwill, are being amortized on a straight-Une basis over tfiefr weighted 
average Uves as follows: 
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iNioli^^^^te. agi^m^ts: 
Customer relationships 

Tradenames m t^^i^^m^m^: 

$ 

Fair Value 

3,480,000 

670,000 

Weighted Average 
Lives 

10 years 
•-33^rs"-' 

4 years 

'̂ mmmi: 
NES 

On October 13.2011, the Conqiany acquired substantiaUy all ofthe assets and certain obligations of Northeast Energy Solutions, 
LLC CNES") for a maximum purchase price of $4.8 milUon. NES, located in Cromwell, Connecticut, focuses on tum-key electrical 
and mechanical energy efficiency measures serving commercial, industrial and institutional customers. 

The acquisition-date fair value ofthe consideration transferred totaled $4.6 miUion, which consisted of tiie following: 

Purchase Price 

Con]monstock(83£09 shares) 

Contingent conuder^tm 

252.122 

357.813 

The fair value ofthe 83,209 common shares issued was determined based on the closing market price ofthe Company's common 
shares on the acquisition date. 

The fair value ofthe Notes payable to seller was recorded at the face amount ofthe notes entered into at the date of acquisition 
due to their short-term maturity and market rate of interest. During 2012 the Company paid $3,000,000 in Notes payable to seller, 
including interest paid on each tranche at the respective due dates, and no amounts remained outstanding under these notes as of 
December 31, 2013 and December31,2012. 

In January 2012 tbe Company paid $250,000 in NES contingent consideration. In March 2013, the Company paid $125,000 
related to tiie N ^ contingent consideration representing the final payment related to the acquisition. There were no amounts outstanding 
as of December 31,2013. 

The foUowing table summaries Ihe estimated fair values ofthe assets and liabiUties assumed at the acquisition date: 

AUocations 
•^c.'..^fj:-iS^-^ii' 

Fixed assets 

Intangible assets 

Net assets acquired 

168,530 

2,962.500 

4,614.066 

Hie purchase price was allocated to the tangible and intangible assets and liabilities assumed based on estimates of their respective fair 
values at the date of acquisition with the remaining unallocated purchase price recorded as goodwill. Fafr value of intangible assets was 
deteimined using a combination of the multi-period excess eammgs method, die income approach and the cost replacement approach. The 
goodwUl recognized is attributable primarily due to future revenue generation resulting from expanded product lines and new markets and is 
expected to be deductible for tax purposes over a period of 15 years. Acquisition costs of approximately $0.1 milUon were recorded in genial 
and administrative expense in 2011. 

Management is responsible for tiie valuation of net assets acquired and considered a number of factors, including valuations and 
appraisals, when estimating the fair values and estimated useful lives of acquired assets and liabilities. At December 31,2011 the allocation of 
purchase price had been finalized. The intangible assets, excluding goodwill, are being amortized on a straight-line basis over their weighted 
average lives as follows: 

60 World Energy Annual report 2013 



Fafr Value 
!gil5tOTSCT«l£iii^^ips--o '̂ ̂ -̂  f >; "-"K̂  V: ':•, 
Customer relationships - indefinite life 

Total intangible assets 

1,736,000 

Weighted Average 
Lives 

K/jA 

2.962.500 

Co-e}^rise 

On September 13,2011. the Con^iany acquired certain confracts and assumed certain UabiUties ofthe Co-eXprise, Inc 's (now 
called Directworks Inc. ("Dfrectworks")) energy procurement business for $4.0 miUion in cadi. Directwoiks, located in Wexford 
Pennsylvania, provides cloud-based software solutions purpose-built for manufacturers to miprove suppUer collaboration, total cost 
visibility, and the efficiency of sourcing and suppUer management activities. 

The foUowing table summarizes the estimated fair values ofthe assets and liabilities assumed at the acquisition date: 

Allocations 
;>-r-i;^.*?>i.; 

Eabj 
Current liabilities (4,000) 

i^i^t^??^#r&'"-*:f.W^ '-""/.-riM^M^^j: 
1.831.391 

•••^m^^mmmsm 
The fair value of accounts receivable acquired on September 13, 2011 was approximately $413,000. The gross contractiial amount of 

these accounts receivable was approximately $460,000, of which $47,000 was not eiqiecled to be collected. Actual collections exceeded the 
fafr value ofthe unbiUed accounts receivable at acquisition by $85,000, which has been recorded as a reduction in general and administrative 
expense for the year ended December 31.2012. 

The purchase price was allocated to the tangible and intan^ble assets and Uabilities assumed based on estimates of tiieir respective fair 
values at the date of acquisition with the remaining unallocated purchase price recorded as goodwill. Fair value of intangible assets was 
detenmined usmg a combination of the mcome approach and cost approach. The goodwill recognized is attnltutable primarily to expected 
synergies of Co-eXprise and is expected to be deductible for tax puiposes over a period of 15 years. Acquisition costs of approximately $0.2 
million were recorded in general and administrative expense in 2011. 

Management is responsible for the valuation of net assets acquired and considered a number of factors, includuig valuations and 
appraisals, when estimating the fair values and estimated useful Uves of acquired assets and liabiHties. At December 31,2011 tfie allocation of 
purchase price had been finalized. The intangible assets, excluding goodwill, are being amortized on a straight-line basis over tfieir weighted 
average lives as follows: 

lî qni 
Customer relationshii^ 

S^stMn<?6e9l^<?fe: . 
Total intangible assets $ 

Fair Value 

580,000 
^ ;̂ vLOiojooSv 

1,760,000 

Weighted Average 
Lives 

7 years 

Other Acquisitions 

In December 2012 the Company acquired two additional businesses, primarily to expand its customer base in the procurement 
and efficiency markets. The total consideration of these acquisitions was S0.2 million. In allocating the total purchase consideration for 
these allocations based on estimated fair values, tfie Company recorded approximately $0.1 million of identifiable intangible assets 
which consisted of customer relationships witfi a weighted average life of one year. 

The NES acquisition operating results have been included within the Con^any's Energy efficiency services segment since the 
date of acquisition. The Co-eXprise contracts and GSE and NEP operations were integrated into the Company's Energy procurement 
segment from the respective dates of acquisition and, therefore, discrete operating resuhs are not maintained or reviewed by the 
Company's chief operating decision maker for those operations. The following unaudited pro forma information assumes that the 
acquisition of NEP had been completed as ofthe beginning of 2012: 

World Energy 61 



Revenues 

Net income per slmre: 
rim?;-

Ma 
^ ^ i - i ^ l ; ^ ^ ^ 

Net incomej^ share - dihited 
^ ^ ^ ^ 0 ^ ^ ^ ^ ^ ^ ^ i n g ^ i > i w i ^ - : i r u : ^ ; ; K Iv 
Weighted average shares outstanding - diluted 

Years Ended December 31, 
2012 2011 

$ 35,7^,527 $ 37,838,477 

r- . $ 
> ; 

^ Q.46 
0.40 

, Iii96l31r. 
11,958,689 

• • $ ' C-

$ 
-::-:.-.0 

::v;̂ H-.̂ ;,;...-:0;i5 
0.15 

^^^r^mM^ 
11,478,718 

The pro forma financial information is not necessarily indicative of the results to be expected in tfie future as a resuU of the 
acquisitions of NEP, as the acquisition did not necessarily refiect the purchase of stand-alone or complete Operations, and included 
several non-recurring revenue events. 

NOTE 4 — GOODWILL AND INTANGIBLE ASSETS 

The changes m the carrymg amount of goodwill by business segment are as follows: 

GoodwiU acquired 

Goodwill acquired 
BaaK5i|gBeceineer-3i^(U3y^ ••:••.: . - ^ _ U - -

Total 
Energy Efficiency 

Services 

^ 3,860379 

Energy 
Procurement 

3,860.579 

Mis^^k':MJi-mM^^m-^^^^^^^]^^^^:-

Acquisition related intangible assets with finite Uves related to the Company's Energy procurement segment are summarized as 
foUows at December 31,2013: 

Estimated 
Useful Life 

Customer relation^ips 

Trade names 

Carrying 
Amount 

Accumulated 
Amortizatiott Net 

7 - lO^n i 12.800,000 4368,000 8,232.000 

^years 1.090,000 494fflK) 596.000 
i-vy ;̂:̂ 2î iî 666;:. \te^f^3Mfr^yfey:^2^^66p-. 

Acquisition related intangible assets with finite lives related to the Company's Energy efficiency segment are summarized as 
follows at December 31,2013: 

Estimated 
Useful Life 

9 years 
Syears 

Carrying 
Amount 

$ Sf?2,0p0 
235.000 

$,^ 1^7i606 

Accumulated 
Amortization 

$= -^^i4;6^^ 
104,000 

JL . J48;066.v 

Net 
748,000 
131,000 

,v. 879,000 

!^^(nna;r^]atti^^iiii^^ 
Non-compete a^eements 

Acquisition related intangible assets with finite Uves related to the Company's Energy procurement segment are summarized as 
follows at December 31, 2012: 

i^ustbmerj^trac^ 
Customer relationships 
Noncompete agreemeits 
Trade names 
; Totai : 

Estimated 
Useful Life 
1 - 4 years 

7-10 years 
5years 
4 years 

Carrying 
Amount 

S 5,27 ,̂006 
12,800,000 
2,350.000 
1,090,000 

Accumulated 
Amortization 

$ i3%QP6 $ 
3,264,000 

388,pOp 
221,000 

Net 
3,?§4,000 
9,536,000 
1.9^,666 

869,000 
21.516,000 $ 5̂ 195,000 $ . 16,321,000 
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Acquisition related intangible assets with finite lives related to the Company's Energy efficiency segment are summarized as 
follows at December 31,2012: 

^^t^eC^ffjItiOT^^S'^^: i 
Non-compete agreements 

Estimated 
Useful Life 
• ".-Mĵ are;' -

5 years 

Carrying 
Amount 

:.$; 
235,000 

",000̂  

Accumulated 
Amortization Net 

$ -^ : I3a®ift 31̂  ;• : ^ : 8 ^ ^ 
57,000 178.000 

As of December 31,2013 and 2012, accompanying consolidated balance sheets also included acquisition related intangible assets 
with mdefinite lives in the amount of $ 1,736,000 pertainmg to customer relationships in its Energy efficiency segment, not reflected in 
the above tables. 

Intangible assets with a finite lifo are amortized using the straight-line metiiod over tiieir estimated usefiil Uves, which range Stom 
one to ten years. Amortization expense was approximately $3,899,000, $3,022,000 and $1,347,000 for the years ended December 31, 
2013,2012 and 2011, respectively. In addition, approximately $2.4 milUon of fiilly amortized intangible assets related to the Con^any's 
Eneigy procurement segment were removed from the 2012 presentation. Hie approximate fiitiue amortization expense of intangible 
assets is as follows: 

2015 2,801,000 

2017 
^Mii^f i^;#-f | f^^^^i^^:^f;^i#^^^ 

NOTE 5 — TRADE ACCOUNTS RECEIVABLE, NET 

The Company does not invoice bidders for tiie commissions eamed on retail electiicity, certain natural gas and demand response 
fransactions and, tiierefore, reports a significant portion of its receivables as "unbilled." Unbilled accounts receivable represent 
management's best estimate of energy provided by the energy suppliers to the energy consumers for a specific completed time period 
at conti-acted commission rates. 

The Con^any generally invoices bidders for commissions eamed on wholesale and a substantial portion of retail natural gas 
fransactions as vteU as energy efficiency customers, which are reflected as billed accounts receivable. For natural gas and wholesale 
transactions, the total commission eamed on these transactions is recognized upon completion ofthe procurement event and are generally 
due within 30 days of invoice date. For efficiency projects, revenue is recognized and invoiced upon project instaUation and acceptance, 
as required, and are generally due within 30 days of invoice date. In addition, the Conq>any invoices the bidder, Uster or combination of 
both for certain auctions performed for environmental commodity product transactions. These transactions are earned and invoiced 
either upon lister acceptance ofthe auction results or, in some cases, upon deUvery ofthe credits or cash settiement ofthe transaction. 
For the years ended December 31,2013 and 2012, tiie Company provided $ 150,000 and $ 103,857 as an allowance for doubtful accounts, 
respectively. To date, write-offs have not been material. Trade accounts receivable, net consists ofthe following: 

Unblii^^^^tejri^h^bif-
Billed accounts receivable 

Allowance for doubtful accounts 
j iiiao^ iDTOuî ipcceî b^ 

$ 

S ..: 

December 31, 
2013 

• 6;{»70i2^ 1̂̂^ 
1,993,093 

(325.179) 
• ^ J7;738;i4r $^ ;;, 

2012 

2,074,223 

(175,179) 
; y ;;j;242;603 
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NOTE 6 — PROPERTY AND EQUIPMENT, NET 

Property and equipment, net consists ofthe foUowing: 

December 31, 
2013 2012 

Equipment 874,613 774,199 

FurnitiOTand fixtures 681,945 630,057 

Less accumulated depreciation (1,205.054) (996,239) 

E ^ ^ ^ ^ ^ ^ ^ ^ 1 o ^ : y - y y f - h [ . - •>.•:;-/••. •̂••: '•:; -• -^^^a--^^^^;^^ateli^feg^^;^fc^:g9J8W^ 

Depreciation expense for tfie years ended December 31, 2013, 2012 and 2011 was approximately $222,000, $217,000 and 
$147,000, respectively. 

NOTE 7 — COMMON AND PREFERRED STOCK 

Preferred Stock 

The Company's Amended and Restiited Certificate of Incoiporation, as amended, authorizes 5,000,000 shares of $0.0001 par 
value undesignated preferred stock for issuance by tfie Company's board of directors. No prefened shares have been issued as of 
December 31.2013 and 2012. 

Common Stock 

On October 31, 2011, the Company issued 1.0 milUon shares ofcommon stock of the Company (equal to approximately S3.2 
million) pursuant to an Asset Purchase Agreement between the Company, GSE, Glenwood Energy Partners, Ltd. and Gulf States Energy, 
Inc. 

On October 13,2011, the Company issued 83,209 shares ofcommon stock ofthe Company (equal to approximately $0.3 million) 
to the Members of NES pursuant to an Asset Purehase Agreement between the Company, NES and the Members of NES. 

In ^>ril 2010, tfie Company filed an S-3 registration statement with the Securities and Exchange Commission, or SEC, using a 
"shelf registration, or continuous offering, process. Under this shelf registration process, the Company may, from time to time, issue 
and sell any combination of preferred stock, common stock or warrants, either separately or in units, in one or more offerings witfi a 
maximum aggregate offering price of $20,000,000. includuig the U.S. dollar equivalent ifthe pubUc offering ofany such securities is 
denominated in one or more foreign currencies, foreign cunency units or composite currencies. On April 11,2011, tbe Company issued 
approximately 1.5 milUon shares ofcommon stock utiUzing this shelf regisfration to several accredited institutional investors at $3.60 
per share yielding proceeds of approximately $5.3 milUon, net of $0.2 milUon ofexpenses. 

Treasury Stock 

In connection with the vesting of r^tricted stock granted to employees tfie Company withheld shares with value equivalent to 
enqiloyees' minimum stamtory obligation for the qipUcable income and other en^loyment taxes, and remitted the cash to the appropriate 
taxing authorities. The total shares withheld of 9,091 and 643 for the yeara ended December 31,2013 and 2012, respectively, were based 
on the value of the restricted stock on their vesting date as detamined by the Company's closing stock price. Total payment for 
en^loyees' tax obUgations was a|^roximately $35,000 and $3,000 for the years ended December 31, 2013 and 2012, respectively. 
These net-share settlements had the effect of ^lare repurchases by the Company as they reduced the number of shares that would have 
otherwise been issued as a result ofthe vesting and did not represent an expense to the Company. 

Common Stock Warrants 

On Octobers, 2012, tfie Con^any issued warrants to Silicon Valley Bank ("SVB") for the purchase of 45,045 shares ofthe 
Company's common stock at a per share price of $4.44 in connection with a Fourth Loan Modification Agreement (the "Fourth 
Modification Agreement") with SVB. The warrants have a seven year life. 
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The following table summarizes the Company's warrant activity: 

Shares 
Weighted Average 

Exercise Price 
_ , _ ., - ; v ; : ^ ^ j ^ ^ 

300,000 
'Ckvf/ •.'-".": "̂ •"' y t - i ; -

-

'X-- . : "y^ 
$ 

' ^ -
% 

- 3;03 
3.00 

T 

-

Granted 

Canceled/expired 

Gifted _ " " , _ . _ ^ -^^- . '*^'*^5, - i , .-5:̂ * 

C m ^ e d ^ ^ e d (300,000) $ 3.00 

Granted^ - $ 

Canceled/expfred - $ 

The weighted average remaining contracmal life of wanants outstanding is 5.35 years as ofDecember 31,2013. 

NOTE « — EMPLOYEE BENEFIT PLANS 

Stock Options 

The Con^any has one stock incentive plan: the 2006 Stock Incentive Plan, or the 2006 Plan. The Conq>any formeriy had an 
additional 2(K)3 Stock Incentive Plan, or the 2003 Plan, which is no longer active at December 31, 2013. At the Con^any's Annual 
Meeting on May 17,2012, an amendment to the 2006 Plan was approved to increase the number of shares ofcommon stock covered by 
tiie 2006 Plan by 800,000 shares fiom 873,816 to 1,673,816. As ofDecember 31.2013,1,282,437 shares of common stock were reserved 
under tfie 2006 Plan representing 745,917 outstanding stock options, 202,000 shares of restricted stock outstanding and 334,520 shares 
available for grant. 

A summary of stock option activity under both plans forthe years ended December 31,2013,2012 and 2011 are as follows: 

Granted 
tri^^S^m^'^^^r^y^^:-^•:•••' yr^r-.y-: 

Exercised 

Granted 

Exercised 

Granted 

Exercised 
0 d t e ^ ^ j l ^ ^ l ^ ^ I V 2<> 13 

Shares 
Weighted Average 

Exercise Price 
-yy^yy:y^yyi}m^i^M•yi.y•^^Byh^ 

135,000 $ 

(76,938) $ 
•^J767M§--v§" 

221.600 $ 

(69.813) $ 

150.850 $ 

(i|3ii^) $ 
(61,875) $ 
7^Ji;9J7: $ 

3.15 

My 
1,16 
4:15 
4.03 

2.83 
4p 
3.64 
6^8 
3.23 
3:69 
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A summary ofcommon stock options outstanding and common stock options exercisable as ofDecember 31,2013 is as foUows: 

Options Outstanding Options Exercisable 
We^hfed Weighted 
Averi^e Average 

Remaining Aggregate Number of Remaining Aggregate 
Contractnal Intrinsic Shares Contractual Intrinsic 

Range of Exercise Prices Options Life Value Exercisable Life Value 

$3.12-$3.30 201,025 3.35 Years 217,769 170,838 3.07 Years 184^572 

$3.82-$13.40 134.600 4.71 Years n. l37 „47,646 2.14 Years 833 

The aggregate intiinsic value of options exercised during the year ended December 31, 2013 was approximately $50,000. At 
December 31,2013, the weighted average exercise price ofcommon stock options outstanding and exercisable was $3.69 and $3.72. 
respectively. 

Restricted Stock 

A summary of restiicted stock activity for the years ended December 31,2013,2012 and 2011 are as follows: 

Weighted Average 
Shares Grant Price 

^ Granted ., ^^^ , Ih )^^ * 3.14 

Vested '" (20.865) $ ™ 6.56 

Granted 130,498 $ 3.39 

Vested (12,331) $̂  4.55 

Granted ,123,578 $ 3.80 

Vested " (41.601) $ 3.56 

401(k) Plan 

The Company's 40 l(k) savings plan covers the majority of the Company's eligible employes. Employees ofthe Con^rany may 
participate m the 401(k) Plan after reaching the age of 21. The Conqiany may make discretionary matching contributions as determin^ 
fixim time to time. Employee contributions vest immediately, while Company matching contiibutions begin to vest after one year of 
service and continue to vest at 20% per year over the next five years. To date, the Company has not made any discretionary contributions 
tothe401(k)Plan. 

NOTE 9 — EARNINGS (LOSS) PER SHARE 

As of December 31,2013,2012 and 2011, the Conq>any only had one issued and outstanding class of stock - common stock. As 
a resuU, the basic eamings or loss per share for the years ended December 31,2013,2012 and 2011 is computed by dividing net (loss) 
income by the weighted average number ofcommon shares outstanding for the period. 
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The following table provides a reconciUation ofthe denominators ofthe Company's reported basic and diluted eamings per share 
computation forthe yeara ended December 31,2013,2012 and 2011, respectively: 

Years Ended December 31. 

Common stock options 

2013 2012 2011 

Mmm 

^'^^11^998^01 

iiMim 

21,348 

13.516 

iOi52i;?io 

s&mnid^m^ ismmm!(> 
The computed loss per share does not assume conversion, exercise, or contingent exercise of securities that would have an anti

dilutivc effect on loss per share. As the Company was in anet loss position for the years ended December 31,2013 and 2011, aU common 
stock equivaleiits in those years were anti-dihitive. 

For tfie year ended December 31,2013,745,917,49,545 and 202,000 shares issuable relative to common stock options, common stock 
warrants and restricted stock, respectively, were excluded from net loss per share since the inclusion of such shares would be anti-dilutive. For 
tfie year ended December 31, 2012, 713,301 and 45,045 shares issuable relative to common stock options and common stock warrants, 
respectively, were excluded from net loss per share since tfie inclusion of such shares would be anti-dtlutive. For tfie year ended December 31, 
2011,707,281.364,500 and 1,856 shares issuable relative to common stock options, common stock wanants and restricted stock, respectively, 
were excluded from net loss per share since the inclusion of such shares would be anti-dilutive. The Con^any did not declare or pay any 
dividends in 2013,2012 and 2011. 

NOTE 10 — STOCK-BASED COMPENSATION 

For the year ended December 31,2013, share based awards consisted of grants of stock options and restricted stock, for the year 
ended December 31,2012, share based awards consisted of grants of stock options, restricted stock and stock warrants and for the year 
ended Deceinber31,2011 share based a n ^ s consisted ofgrantsof stock options and stock warrants. The Company recognizes the 
compensation from stock-based awards on a straight-Une basis over tfie requisite service period of the award. The vesting period of 
stock-based awards is determined by the board of directors, and is generally four years for employees. Tlie restrictions on the restricted 
stock lapse over the vesting period, which is typically four years. The per-share weighted-average fafr value of stock options granted 
during the years ended December 31, 2013, 2012 and 2011 was $2.37, $2.80 and $2.20. respectively, on the date of grant, using the 
Black-Scholes option^ricing model with the followmg weighted-average assumptions: 

Year Ended December 31, 
Expected 

Dividend Yield 

0% 
/ • • • - • • • • . • : ' y ' ; J ' M ' : 

Risk-Free 
Interest Rate 

:v;Qi9% 

Expected Life 

4.75 years 

Expected 
Volatility 

94% 

The per-share weighted-average fofr value of stock warrants granted during the years endedDecember 31,2012 and 2011 was 
$3.10 and $0.72, respectively, on the date of grant, using the Black-Scholes option-pricing model with the foUowing weighted-average 
assumptions: 

Year Ended December 31, 
2pl2.-
2011 

Expected 
Dividend Yield 
• 0 ^ 

0% 

Risk-Free 
Interest Rate 

0.12% 

Expected Life 
7i00ye8[rs 
0.63 years 

Expected 
Volatility 

^ % 
60% 

The Company elected to use the Black-Scholes option pricing model to determine the weighted average fair value of options and 
warrants granted. The Company determined the volatility for stock options based on the reported closing prices ofthe Con^ny's stock. 
The expected life of stock options has been determined utilizing the "sinqilified" method as prescribed by the EEC's Staff Accounting 
Bulletin No. 107, "Stock-based Payment", llie expected life of stock warrants is based on the contract term ofthe warrants. The risk-
free interest rate is based on a treasury instrument whose term is consistent with the expected life ofthe stock options and stock warrants. 
The Conqiany has not paid and does not anticipate paying cash dividends on its common stock; therefore, the expected dividend yield 
is assumed to be zero. In addition, ASC 718, "Compensation - Stock Compensation" ("ASC 718"), requires companies to utilize an 
estimated forfeiture rate when calculating the expense for the period. As a result, the Company appUed estimated forfeiture rates to 
unvested stock-based compensation of 10% for stock options and restricted stock for the years ended December 31,2013, 2012 and 
2011, respectively, in determinuig the expense recorded in the accompanying consolidated statements ofoperations. The Con^any did 
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not apply an estimated forfeiture rate to unvested stock-based con^>ensation for stock warrants for the years ended December 31,2013, 
2012 and 2011, in determining the expense recorded in tiie acconqianying consolidated statements ofoperations. 

The approximate total stock-based compensation expense for the periods presented is mcluded in tbe following expense categories: 

Years Ended Deceniber 31, 
2013 2012 2011 

Sales and mariceting 249,000 207,000 356,000 
gCT^^SBnnj|^j^;t;:;I;>^^:sv^---^-:^^^^:^iv^':>^^^ 
Total stock-based compensation $ 600,000 $ 466,000 $ 610,000 

As of December31, 2013, there was approximately $1,380,000 of unrecognized compensation expense related to stock-based 
awards, including approximately $810,000 related to non-vested stock option awaits that is expected to be reco^iized over a weighted-
average period of 2.42 years and approximately $570,000 related to non-vested restricted stock awards that is expected to be recognized 
over a weighted average period of 2.58 years. See Note 8 to the accompanying consolidated financial statements for a summary of 
activity under tfie Con^wny's stock-based employee compensation plans for tiie years ended December 31,2013,2012 and 2011. 

The Company accounts for transactions in wliich services are received from non-employees in exchange for equity instruments 
based on the feir value of such services received or ofthe equity mstruments issued, whichever is more reUably measured. During 2012, 
tiie Company issued warrants to SVB for the purchase of 45,045 shares ofthe Company's common stock in conjunction with a Fourth 
Loan Modification Agreement (die "Fourth Modification Agreement"). As a result of the wanants issued to SVB, the Company 
recognized a debt discount of approximately $140,000, of which approximately $130,000 was unamortized and recorded against long 
term debt on the Company's December31, 2012 consolidated balance sheet, and approximately $10,000 was recorded as mterest 
expense in tfie consolidated statement ofoperations for the year ended December 31,2012. As a result ofthe extinguishment ofthe SVB 
loan during 2013, the Company expensed tiie remaining unamortized debt discount to interest expense in the amount of approximately 
$ 130,000 (See Note 15). During 2011, stock wanants were granted for 300,000 shares of common stock to consultants in consideration 
for services performed, for which the Company recognized a charge of approximately $19,000 and $197,000 to sales and marketing 
expense in the consolidated statement ofoperations for the years ended December 31,2012 and 2011, respectively. X îring 2010. stock 
warrants were panted for 64,500 shares ofcommon stock to consultants in consideration for services performed, for which tiie Con^any 
recognized a charge of approximately $4,000 to general and administrative expense in the consolidated statement ofoperations for the 
year ended December 31.2011. 

NOTE 11 —RELATED PARTIES 

In 2012, the Conqiany entered into an agreement to lease a fecility in Enfield CT, used to siqiport its operations related to its 
acquisition of NEP. The faciUty is owned by a real estate holding company owned equaUy by the former owners of NEP. The managing 
member of the holding conqiany is an employee of the Company. Rent paid by the Company to this real estate holding company 
amounted to approximately $120,000 and $29,000 m 2013 and 2012, respectively. 

Pursuant to the Company's 2012 acquisition of assets and certain liabilities of NEP, the Company issued Notes payable to seller 
and contingent consideration as part of tfie purchase price. Subsequent to the acquisition, one ofthe owners of NEP became an employee 
ofthe Company, while retaining an indirect interest in purchase consideration due to NEP. The first uistallment of Notes payable to 
NEP in tiie amount of $1,500,000 was paid in October 2013, witfi tfie remaining amount of $500,000 due in April 2014 and reflected 
in the Company's December 31,2013 consoUdated balance sheet as a current Uability. Additionally, approximately $66,000 and $20,000 
of interest expense related to the notes payable was reflected in the Con^any's consolidated stetements ofoperations for the years ended 
December 31, 2013 and 2012, respectively. Contingent consideration, valued at approximately $1,575,000 and consisting of a cash 
payment of $1,250,000 and an issuance of 76.577 shares ofthe Con^any's common stock related to this acquisition, was paid in 
December 2013. There were no further payments due related to contingent consideration for the NEP acquisition. 

Pursuant to the Company's 2011 acquisition of assets and certain Uabilities of NES, the Con^any issued notes payable to the 
sellers and contingent consideration as part of the purchase price. Subsequent to the acquisition the three Members of NES became 
enqiloyees of the Company, uliile retaiiimg an interest in purchase consideration due NES. Accrued contingent consideration of 
$120,312 related to the NES acquisition was reflected as a liability in the Con^any's December 31,2012 consoUdated balance sheet. 
Additionally, approximately $113,000 and $32,000 of interest expense related to the notes was reflected in the Company's 
accon^anymg consolidated statements ofoperations for the year ended December 31, 2012 and 2011, respectively. The Company's 
obligations related to the notes and contingent consideration for the NES acquisition had been completed as of December 31,2013. 
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NOTE 12 — INCOME TAXES 

Provisions for the Company's income taxes for the three years ended December 31 were as follows: 

Federal 

Federal 

$ 

2013 

-

-

' • " ' l " ' 

(960,674) 

(623,074) 

m i}Si^fS23M!> 

2012 2011 

6 2 ^ $ 35,868 

85,857 50.491 

(6,569.461) 73,937 

(7,564.993) 87.733 

M'^ySl^iW^^mJiM^^^M^B^m 

The components ofthe Company's net defened tax asset are as follows: 

December 31^ 

Goodwill and indefinite lived intan^ble assets 

Accruals and reserves 

Othn- tax credits 
Iwl^opoMogJoss ci^yfois^ras^^ V V ̂  

5^jtBti^^(l9^a^-'4>'?h>v=v^i'k'^ ̂  
Defened tax asset 

2013 2012 

•!i:^^r^Jf¥^ii^i ' i->'-9.ii^ 

(830,251) (422.892) 

1,692,1« lj882,888 

(87,733) 

:yy.ny:yi^^y- : ' y : : - -yyw^^^-
8,100,334 J^TOeO 

7.477,260 $ 8.100,334 $ 

In the Company's December 31,2013 consolidated balance sheet, approximately $0.9 million ofthe Company's deferred tax asset 
was included with current assets and approximately $7.2 million ofthe Coiiq>any*s deferred tax asset was included with non-cunent 
assets. 

Pursuant to ASC 740, management has evaluated the positive and negative evidence bearing upon the realizability of its deferred 
tax assets, which are comprised principally of net operating loss canyforwards and other temporary differences. During the years ended 
December 31,2013 and 2012, management concluded tfiat it was more Ukely than not tiiat tiie Con^any will recognize all of its defened 
tax assets. During 2012, the Company released its valuation allowance v̂ ilich resulted in the recognition of a cumulative tax benefit of 
approximately $7.5 million. The Company continually evaluates additional facts representing both positive and negative evidence in the 
determination ofthe reaUzability ofthe defened tax assets, includmg scheduling of defened tax UabiUties and projected taxable mcome. 
The underlying assumptions used in forecasting fiiture taxable income requires significant judgment and take into account alt available 
evidence, including past operating results and recent perfonnance. The positive evidence considered was tfie most recent three years of 
cumulative taxable income, projected future taxable income, the length of carryforward periods of net operating losses and tax credits 
and current operating results. In addition, the Company has utilized $5.7 million of federal net operating loss carryforwards over the last 
four years. The primary negative evidence considered was the Company's previous history of cumulative pre-tax losses, its limited 
experience in the Energy efficiency business and its current year pre-tax loss. Management has considered the weight of all available 
evidence in determining whether a valuation allowance was required and concluded the weight ofthe positive evidence was greater than 
the negative evidence making it more Ukely than not tfiat the Con^any will recognize its defened tax assets. 
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A reconciliation ofthe Company's federal statutory tax rate to its effective rate is as foUows: 

|hcb^^-^t:fil^lJt|tiUq^^ 

i^d^a^Meia§»gfcg|t^^jwwiHiKjd^OT^K 
loss carryforwards 

Change in valuation allowance 

O Aer permwent Ums 

Years Ended December 31, 
2013 

- 434:0%) . 

4m 
5.3 
U(- .V-

v:^mh 
12.4 

••--"• v M , - y 
0.0 

• • • " - . ; t e " -
(0.9) 

2012 

:mM^ 

Mm ^ 
6.2 

yf^My-y 
0.0 

. . • • - • ^ ^ " v . . 

(345.7) 

' • 'y}-M^' : r - ' 
3.3 

2011 
-34jd?' 

• yM' . 
151.5 

- "̂  »^ T- p-> 

-^•-•S&6;c 

0.0 

^r]^M. 
(260.1) 

'. --Mî -
70.7 

il50;7% 

As ofDecember 31,2013, tbe Company has federal n^ operating loss canyforwards of approximately $13.4 million which begin 
to expire in 2027, and state net operating loss canyforwards of approximately $1.8 million, which begin to expire in 2014. During 2013, 
approximately $0.4 million of state net operating loss canyforwards expired. 

The Company files income tax r^ums in tfie U.S. federal jurisdiction and in various states. The Company has reviewed the tex 
positions taken, or to be taken, in its tax returns for all tax years currently open to examination by the taxing authorities. With few 
exceptions, the Company Is no longer subject to U.S. federal, state and local income tax exanunation by tax authorities for years before 
2010. At December 31,2013, there are no expected material, aggregate tax effects of differences between tax return positions and the 
benefits recognized in the consolidated financial statements. 

Under the proWsions ofthe Intemal Revenue Code, certain substantial changes in the Company's ownership may have limited or 
may limit m the foture the amount of net operatmg loss carryforwards which could be utilized annually to offset foture taxable income 
and income tax liabilities. The amount ofany annual limitation is determined based upon the Company's value prior to an ownership 
change. The Coinpany performed an intemal analysis with the guidance of its tfiird party tax adviser and determined that ownership 
changes that have occurred primarily in connection with stock offerings or in connection with acquisitions when tbe Company issued 
stock to the sellers have not limited die Con^any's abiUty to folly utilize its net operatmg loss canyforwards. 

NOTE 13 — FAIR VALUE MEASUREMENT AND FAIR VALUE OF FINANCIAL INSTRUMENTS 

Assets and liabilities of the Coinpany measured at fafr values on a recurring basis as of December 31, 2013 and 2012 are 
summarized as follows: 

Contingent consideration 

LiabWIfes 
Contingent consideration 
D^dis^Duiit 
Total LiabiUties 

December 31, 
2013 

$ 1,000.000 $ 

t^^j vij^doo $̂ . 

December 31, 
2012 

$ 4,759.257 $ 
(129;587) 

$ 4,629,670 $ 

Level 1 

Level 1 

Level 2 Level 3 

- $ - $ 1,000,000 

Level 2 Level 3 

- $ - $ 4,759.257 
(129.587) 

- $ (129.587) $ 4,759.257 
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The Company detennines tbe fair value of acquisition-related contingent considoation based on assessment ofthe probabiUty that 
the Company would be required to make such future payment. Management assigns probabilities to each level of attainment and wei^ts 
tiiose probabilities to determine the amount to accme at each reporting period. As tiie contingent consideration was based on financial 
or operational performance, management monitors performance against target and estimates fotiire perfonnance based on cuirent 
forecasts. At December 31,2013, all performance periods had concluded and calculations were based on actual performance. Hie final 
payment related to the NEP contingent consideration was made on December 31,2013. Total adjustments made were to decrease fair 
value by $0.7 miUion. At December 31.2013, the remaining contingent consideration balance represents management's estimate ofthe 
amount that is expected to be paid to GSE in settiement of all contingent consideration amounts outstanding. The net result was a $0.1 
million reduction in accmed contingent consideration. Changes to the feir value of contingent consideration are recorded in general and 
adminisUrative expense. The follovnng table provides a rollfonvard of tiie fafr value, as determined by level 3 u^uts, ofthe contingent 
consideration. 

Years Ended December 31, 
2013 2012 

Additions - 2,219.000 

Changê in fair value mcluded ui eamings (788,259) (50,000) 

Ending balance $ 1.000,000 $ 4,759,257 

The year-end canying amounts and fair values of tfie Company's debt obligations are as follows: 

2013 2012 

Carrying Value Fair Value Carrying Value Fair Value 

Debt^count - ^ 129,587 129,587 

Related party subordinated notes payable 500.000 500,000 2,000,000 2.000,000 

The canying amount for fixed rate long-term debt and variable rate long-term debt approximate fair value because the underlying 
instruments are primarily at current market rates available to the Company for similar bonowings. The mterest rate on the Commerce 
Bank and Tmst Coinpany ("Commerce") debt is tied to the prime rate and will fluctuate with changes m that rate. Related party notes 
payable are classified as short-term on tiie Company's accon^anying consolidated balance sheets. 

NOTE 14 — COMMITMENTS AND CONTINGENCIES 

Leases 

On June 25,2012, the Corepany relocated its corporate headquarters to 100 Front Sfreet, Worcester, MA. In connection with this 
move, the Company entered info a ten-year lease for 12,000 square feet of office space at a rate comparable to rates paid under its former 
coiporate office lease. The average annual rental commitment under this lease is approximately $320,000. 

The Con^any maintains operating leases for office space in nine locations in the U.S., paid in installments due the beginning of 
each month and tiiat expfre tfirough May 2022. Future aggregate minimum payments under office space operating leases as of 
December 31,2013 were as follows: 

Amount 

2015 
^ ^ : : " - - y • • ' : ' : ' ' : ' • ' : - • • 

2017 
IblSfuridtiiereatier 

Total future minimum lease payments 

;$'' y 

$ 

--^ Moytt?8 
664,540 

S^ 605,514 
1,715,592 
4,289,834 
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The accon^anying consolidated statements ofoperations for tiie years ended December 31, 2013, 2012, and 2011 includes 
approximately $896,000, $742,000 and $443,000 of office rent expense, respectively. R»t expoise associated with office leases is 
recognized on a straight-Une basis, inclusive of scheduled rent increases and allowances, over tiie term ofthe lease agreements which 
resulted in a deferred rent liability of $217,000 and $150,000 as ofDecember 31,2013 and 2012, respectively. In addition, tiie Company 
mainteined leases for office equipment for which approximately $16,000 was charged to the accompanying consolidated statement of 
operations for the year ended December 31, 2013, and ^)proximately $32,000 of fiiture minimum lease payments will i>e mcurred 
tiirough 2018. 

Future aggregate minimum payments under this operating lease are as foUows: 

Amount 
m B : - ^ y ^ y ' ' m ^ : y ' - V y ' ^ : y . y : : y y •'.:.. .̂  - - , ; ; - , - - - V - . :• • : ^ "-• ̂ '-^v^-v - f •:>;;$^^^^^; ^:^120-i5p • 
2015 120,150 

2017 90.113 

^ i ^ i l i i u i ^ i ) p 5 ^ 9 n i t ^ % ^ ^ ; r : ' - ••- 'y"'-'-rv:':- - y-y-'y.y: r ' ^ i y 'S' : :^yS^BM&^^^ 

Litigation 

Three former employees/consultants of GSE Consulting, LP ("GSE") have filed three separate complaints in Texas County Court 
alleging, among otiier tilings, claims related to breach of contract, quantum memit, promissory estoppel, and tortious interference. Each 
plaintiff claims that GSE and/or the Company failed to pay commissions due for services that they provided prior to the date of the 
Con^any's purchase of certain GSE assets, based on thefr respective employment or independent contractor agreements with GSE. 
Each plaintifl' has also asserted claims for recovery of their attorneys' fees. The Company denies the allegations and has filed 
counterclaims for damages, asserting claims for conversion, unjust enrichment, misappropriation of confidential information, and 
violation ofthe Texas Thefr Liability Act against each ofthe plaintiffs. The Company has also filed a counterclaim against one ofthe 
plaintiffs for her breach of a non-competition and non-solicitation agreement, based on her working for a competitor of tiie Con^any's 
during her 1 -year restrictive period and her improper solicitation of former GSE customers on bdialf of the competitor. Tlie Con^iany 
also filed cross claims against GSE for indemnification under the Asset Purchase Agreement in each ofthe three cases. In two of these 
cases, the Plaintiffs have asserted claims against GSE affiliates and tfiefr individual principals. The GSE affiliates and principals have 
also asserted cross claims against the Con îany seeking indemnification under the Asset Purchase Agreement. In December 2013, GSE 
amended its cross claims in one of the matters to include claims asserting breaches of the eamout provisions in the Asset Purchase 
Agreement. Also, in December 2013, the Company entered into mediation discussions with one ofthe plaintiffs. As a result, tiie 
Con:q>^y agreed to pay the plaintiff a setilement that is subject to a confidentiality clause. The setilement amount was not material to 
the Company's consolidated operating results or financial position and was accrued as ofDecember 31,2013. In retum, tiie plaintiff 
agreed to drop all claims against tfie Company including all claims related to commissions due for past service. The settiement agreement 
was signed and filed vnth the court in January 2014. The Court assigned a trial date of May 5,2014 for the cross claims remainmg in 
the matter. Discovery has concluded in the remaining two matters and the court has assigned a trial date of September 29,2014 for one 
ofthe cases. The remaining case is awaiting assignment of a trial date. The Company is awaiting a decision on its motion for summary 
judgment seeking dismissal of all claims against one ofthe two remaining plaintiff, and is in the process of filing a motion for sumnury 
judgment against the other plaintiff. 

Tbe Con^any has estimated the potential commissions allegedly due to the two remaining plaintiifs to be approximately $0.3 
million. The Con^any has not recorded any accrual for contingent UabiUties associated with the legal proceedings described above 
based on its belief that any potential loss, while reasonably possible, is not probable. The Company intends to defend these actions 
vigorously and is cunentfy unable to estimate a range of payments, if any, it may be required to pay, with respect to tiiese claims. Further, 
the Company believes that the resolution of these matters will not result in a material effect to its consolidated financial statements. 
However, due to uncertainties that accompany litigation of this nature, there could be no assurance tiiat the Company will be successfol, 
and the resolution ofthe lawsuits could have a material effect on its accompanying consolidated financial statements. 

From time to time, the Company may be subject to legal proceedings and claims arising from the conduct of its business operations, 
including litigation related to employment matters. While it is impossible to ascertain the ultimate legal and financial liability with 
respect to contingent Uabilities, including lawsuits, management beUeve that the aggregate amount of such UabUities, if any, wiU not 
have a material adverse effect on tbe consoUdated financial position and/or results of operations. It is possible, however, that future 
financial position or results ofoperations for any particular period could be materially affected by changes in the Company's assumptions 
or sfrategies related to those contingencies or changes out of its confrol. 
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NOTE 15 — CREDIT ARRANGEMENTS 

Credit Facility 

On December 30, 2013, tfie Company entered mto a Loan and Security Agreement (tiie "Agreement") with Commerce that 
replaced the Conqiany's former $9.0 million credit facility with SVB. Under tiie Agreement. Commerce has committed to a three year 
revolving credit facility of up to S2.5 million (tfie "Revolver") and a 60-nMmtfi tenn loan of $6.0 ndllion (the "Tenn Loan"). The former 
SVB credit faciUty was a $9.0 milUon credit fecility consisting of a $6.5 million term note and a $2,5 milUon line-of-credit. The Company 
utilized tiie proceeds from the Term Loan to retire the former SVB facility in the amount of $4.S million, including interest and fees, 
with the remainder to be utilized for woriting capital purposes. The SVB &cUity was paid off in fitil as ofDecember 31,2013. As a 
result ofthe extinguishment ofthe SVB credit ^cility, the Company recorded a loss on extinguishment in the amount of $128,000 
primarily related to the unamortized debt discount tiiat is included as part of interest expense in tfie accompanying consoUdated statement 
ofoperations fat the year end December 31,2013. 

The Revolver bears interest at tfie Prime Rate plus 1.75% (totaling 5% at December 30,2013), and is adjusted every six months 
for any change in the Prime Rate. In addition to changes in the Prime Rate, the rate can be reduced by up to .50% based on certain 
EBITDA achievement levels. Under the Revolver, the Company may borrow, repay and re-borrow an amount not to exceed the lesser 
of $2,500,000 or the total of 80% of eUgible billed and unbilled accounts receivable (less the aggregate outstanding on any letters of 
credit). There were no borrowings under the Revolver as of and for the year ended December 31,2013. The Term Loan bears interest 
for the first 6 months at tfie Prime Rate plus 2.75% (totaling 6% at December 31,2013), and is adjusted every sbt months for any change 
in the Prime Rate. In addition to changes in the Prime Rate, the rate can be reduced by up to .50% based on certain EBITDA achievement 
levels. The Term Loan may be prepaid without penalty at any time. The Term Loan is interest only for six months followed by 54 
principal and interest payments commencing on July 30,2014 with a baUoon payment for any remaining principal balance at maturity. 

The ConunercQ credit facility is secured by a first priority perfected security interest in substantially all of the Company's assets 
and all ofthe assets of World Energy Securities Corp. The current indebtedness to Massachusetts Capital Resource Company ("MCRCO 
is subordinated to the Commerce credit facility. The Loan and Security Agreement contains certain affinnative and negative covenants 
including a minimum Debt Service Coverage Ratio and fmancial reporting requirements. 

In conjunction with its former SVB credit faciUty, the Con^any issued wanants to SVB to purchase 45,045 shares of tfie 
Company's common stock with an expiration date of October 2, 2019. The Conqiany accounted for the issuance of warrants in 
accordance with the guidance prescribed m the ASC Topic 470-20, "Accounting for Convertible Debt and Debt Issued with Stock 
Purchase Warrants'' ("ASC 470-20"). In accordance with ASC 470-20, tfie value ofthe stock purchase warrants was considered an 
Original Issue Discount ("OID") which was required to be amortized over the life of tiie note as interest expense with a corresponding 
credit to long-term debt. The unamortized debt discount at December 31, 2012 was approximately $130,000. The debt discount was 
fully amortized at December 31,2013 in conjunction with the Company's retirement ofthe SVB credit faciUty and included as part of 
interest expense in the accompanying consolidated statement of operations for the year ended December 31, 2013. Tbe amortization 
and write-down of unamortized debt discount of approximately $130,000 was included as part of interest expense for the year ended 
December 31,2013. For the year ended December 31,2012, tiie amortization of debt discount was approximately $10,000, and was 
included as part of interest expense. 

Subordinated Note 

On October 3,2012, the Company entered into a Note Purchase Agreement with MCRC, in which the Company entered into an 
8-year, $4 million Subordinated Note due 2020 witfi MCRC (the "MCRC Note"). The MCRC Note bears interest at 10.5% and is interest 
only for the ffrst four years followed by 48 equal principal payments commencing October 31,2016. The Conqiany must pay a premium 
of 3% if it prepays the MCRC Note before October 1.2014 and a 1% premium if it prepays the MCRC Note before October 1,2015. 
The MCRC Note is subordinated to the Company's credit ^cility with Commerce Bank and contains a consoUdated net eamings 
available for interest charges to interest charges covenant, as adjusted, of not less than one^to^ne that the Company was not in 
compliance with as of December 31,2013. Subsequent to December 31,2013, MCRC waived the non-compliance witii this covenant 
and entered into a new Minimum Fixed Charge Ratio covenant commencing in the first quarter of 2014. As a result, the MCRC Note 
has been classified as long-tom as of December 31,2013. 

Aggregate gross principal maturities of debt by year are as follows: 

Total 
^014 
2015 

2017 
Mis ^ d tiiereafier 

Total 

$ 

$ 

978,000 
1,131,000 
1,451.000 
2,277,000 
4,663,000 

10,500,000 
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NOTE 16 — SEGMENT REPORTING 

The Company operates the business based on two industry segments: Energy procurement and Energy efficiency services. The 
Conqiany delivers its Energyprocurement services to four marked: retail energy, wholesale eno-gy, demand response and environmental 
commodity. The Biergy procurement process is substantially the same regardless of tiie market being serviced and is supported by the 
same operations personnel utiUzing the same basic technology and back office siqiport. There is no discrete financial information for 
these product lines nor are there segment managers who have operating responsibility for each product Ime. Energy efficiency services 
focus on tum-key electrical, mechanical and lighting energy efficiency measures servicing conunereial, industrial and institutional 
customers. 

Segment operating income represents income from operations including stock-based compensation, amortization of intangible 
assets and depreciation. The foUowing tables present certain continuing operating division infonnation in accordance with the provisions 
of ASC 280, "Segment Reporting". 

Years Ended December 31. 
2013 2012 2011 

ConsoUdated revenue from extemal customers: 

ConsoUdated Qoss) income before income taxes: 

faieray efficiency seiyices 

efficiency services (695.818) 

^mm^^^mm-^m^^m^mmM^^^m^^ 
63.507 

fMMt'^ '^&i^^ 
(351.104) 

S ^ I ^ ^ l i W 

December 31, 
2013 2012 

ConsoUdated total assete: 

Energy efficiency services 
W^^^^^^^^^^^^^^^^^P^y^^y- ^^r-y!^iy^^'^'^-^'&:iW^^ 

6.180,531 6.291.159 

Years Ended DecenAer 31, 
2013 2012 2011 

' ^flciency SerWces: 

Depreciation 
fcter^^^^'mcl; V 

$ 196.571 $ 208.846 $ 144.987 

$ 25.103 $ 8.389 $ 1.9S9 

-^te^^fsi^ ŷ m:}=̂ mmmŝ  m ^ i ^ ^ ^ 
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NOTE 17 — SUPPLEMENTAL CASH FLOW INFORMATION 

FoUowmg is supplemental cash flow information for the years presented: 

Si^l^^feE^iesm^-jEJ^shlfilfi^^^ 
Net cash paid for mterest 

?!i3w5^n:feuajM<uicome;̂ t̂  : -~ --
Non-cash activities: 

Equipment ̂ ^S ĵĵ cduMer coital Je^es 
ItelatMFpar^^^^^j^^n^le^^yl^ei : 
Fair value ofcommon stock issued as contingent consideration related to 
acquisitions 

Notes payable assumed in acquisitions 
ConsS^n^O^il^^nmleintf^iegfutymy^tnttm^ 

Y t m Ended Ilecember 31, 

2013 2012 2011 

$ (1.042.667) $ (541.395) $ (34.931) 

'^^!!EiliWM^^^ilffi7S^i^a^l^)' 

$ 21.416 $ $ 

NOTE 18 — SUBSEQUENT EVENT 

As ofDecember 31,2013, the Coinpany was not in compliance with the consolidated net earnings available for interest charges 
to interest charges covenant, as adjusted, ofthe MCRC Note, Subsequent to December 31,2013, MCRC waived the non-compliance 
with this covenant as ofDecember 31,2013 and entered into a new Minimum Fixed Charge Ratio covenant commencing in the first 
quarter of 2014. 
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FORWARD-LOOKING STATEMENTS 

This Report contains forward-looking statements within the meaning of Section 27A ofthe Securities Act of 1933, as amended, or the Securities 
Act, and Section 21E ofthe Securities Exchange Act of 1934, as amended, or the Exchange Act, which statements involve risks and uncertainties. 
These statements relate to our future plans, objectives, expectations and inientions. These statements may be identified by the use of words such 
as "may", "could", "would", "should", "will", "expects", "anticipates", "intends", "plans", "believes", "estimates" and similar 
expressions. We have based these forward-looking statements on our current expectations and projections about future events, including without 
limitation, our expectations of backlog and energy prices. Although we believe that the expectations underlying any of our forward-looking 
statements are reasonable, these expectations may prove to be incoirect and all of these statements are subject to risks and uncertainties. Should 
one or more of these risks and uncertainties materialize, or should underlying assumptions, projections or expectations prove incorrect, actual 
results, performance or financial condition may vary materially and adversely from those anticipated, estimated or expected. Our actual results 
and timing of certain events could differ materially from those discussed in these statements. Factors that could contribute to these differences 
include but are not limited to, those discussed under "Risk Factors". "Management's Discussion and Analysis of Financial Condition and 
Results of Operations", and elsewhere in this Report. The cautionary statements made in this Report should be read as being applicable to all 
forwewd-looking statements wherever they appear in this Report. The forward-looking statements made in this Report are made as at the date 
hereof. We undertake no obligation to update any forward-looking statement to refiect events or circumstances afier the date on which the 
statement is made or to reflect the occurrence of unanticipated events, other than as required by securities laws. 



PARTI 

Item 1. Business 

Overview 

World Energy Solutions, Inc. ("World Energy" or the "Company") offers a range of energy management solutions to commercial and 
industrial businesses, institutions, utilities, and governments to reduce their overall energy costs. The Company comes to market with a holistic 
approach to energy management helping customers a) contract for a competitive price for energy, b) engage in energy ef^ciency projec ts to 
minimize quantity used and c) pursue available rebate and incentive programs. The Company made its mark on the industry with an innovative 
approach to procurement via its online auction platform, the World Energy Exchange ®. With recent investtnents and acquisitions. World Energy 
is buildmg out its energy efficiency practice by engaging new customers while also pursuing more cross-selling opportunities for its procurement 
services. 

World Energy provides energy management services utilizing state-of-the-art technology and the experience of a seasoned team to bring 
lower energy costs to its customers. The Company uses a simple equation 

E = P Q - i 

to help customers understand the holistic nature ofthe eneigy management problem. Total energy cost (E) is a function of Energy Price (?) times 
the Quantity of Enei^ Consumed (Q), minus any rebates or incentives (i) the customer can eam. This approach not only makes energy 
management more approachable for customers, simplifying what has become an increasingly dynamic and complex problem, it also highlights 
the inter-related nature of the energy management challenge. The Company asserts that point solution vendors may optimize one of tiie three 
elements, but it takes looking at the problem holistically to unlock the most savings. 

In April 2010, we filed an S-3 registration statement widi the Securities and Exchange Commission, or SEC, using a "shelf registration, 
or continuous offering, process. Under this shelf registration process, we may, from time to time, issue and sell any combination of preferred 
stock, common stock or warrants, either separately or in units, in one or more offerings with a maximum aggregate offering price of $20 million, 
including the U.S. dollar equivalent if the public offering of any such securities is denominated in one or more foreign currencies, foreign 
cutrency units or composite currencies. In April 2011 we issued 1.5 million shares ofcommon stock utilizing this shelf registration to several 
accredited institutional investors at $3.60 per share, yielding net proceeds of approximately $5.3 million. 

The net proceeds raised to date were applied in the third and fourth quarters of 2011 to make three acquisitions. We purchased a book of 
eneigy contracts from Co-eXprise, Inc. ("Co-eXprise"), expanding our customer base in the auction maricet, particulariy in the govemment 
space. We acquired the assets and certain liabilities of Northeast Energy Solutions, LLC ("NES"), a small efficiency shop based in Connecticut. 
Finally we acquired the assets and certain liabilities of GSE Consulting, LP ("GSE"), a mid-market broker principally serving the Texas maiket. 
These acquisitions strengthen our leadership position in energy auctions, supplement our expansion efforts into the efficiency space, and provide 
us with a strong base in the growing small- and medium-sized customer marketplaces ofthe energy brokerage industry. In the fourth quarter of 
2012, we purchased the assets of Northeast Energy Partners, LLC C'NEP"), a mid-market broker in Connecticut with over 2,000 customers. 
These customers, situated primarily in Connecticut and Massachusetts, are an ideal target for our energy efficiency services. 

The Retail Energy Industry 

Retail Electricity Deregulation 

The electricity industiy in the United States is governed by both federal and state laws and regulations, with the federal govemment 
having jurisdiction over the sale and transmission of elecfricity at the wholesale level in interstate commerce, and the states having jurisdiction 
over the sale and distribution of electricity at the retail level. 

The federal govemment regulates the electricity wholesale and transmission business through the Federal Energy Regulatory 
Commission, or FERC, which draws its jurisdiction from the Federal Power Act , and from other legislation such as the Public Utility 
Regulatory Policies Act of 1978, the Energy Policy Act of 2992 , and the Energy Policy Act of 2005, or EPA 2005. FERC has comprehensive 
and plenary jurisdiction over the rates and terms for sales of power at wholesale, and over the organization, govemance and financing of the 
companies engaged in such sales. States regulate the sale of electricity at the retail level within their respective jurisdictions, in accordance with 
individual state laws which can vary widely in material respects. Restructuring ofthe retail electricity industry in the U.S. began in the mid-
1990s, when certain state legislamres restructured their electricity markets to create competitive markets that enable energy consumers to 
purchase electricity from competitive energy suppliers. 

I 



Prior to the restructuring of the retail electricity industry, the electiicity market structure in the U.S. consisted of vertically integrated 
utilities which had a near monopoly over the generation, transmission and distribution of electrici^ to retail energy consumers. In states that 
have embraced electricity restmcturing, the generation component (i.e., the soince ofthe electric!^) has become more competitive while the 
energy delivery frmctions of transmission and distribution remain as monopoly services provided by tbe incumbent local utiUty and subject to 
comprehensive rate regulation. In other words, in these states, certain retail energy consumers (specifically, those served by investor-owned 
utilities and not by municipal power companies or rural power cooperatives) can choose their electricity supplier but must still rely upon their 
local utility to deliver diat electricity to their home or place of business. 

The stmcture and, ultimately, the success level of indusfry restmcturing has been determined on a state by state basis. There have been 
three general models for electricity industry restmcmring: (i) delayed competition, (ii) phased-in conqietition, and (iii) full competition. The 
delayed competition model consists of the state passing legislation authorizing competitive retail electricity markets (t.e., customer choi ce of 
elecfric energy supplier); however, no action is taken by the state regulatory authority charged with utility industry oversight within such state to 
change the incumbent utility rates for eiectnc energy to encourage competition. Tbe phased-in competition model consists of the state passing 
legislation authorizing competitive retail electricity maikets together with a gradual change of tiie mcumbent utility's retail electric rates to 
encourage the competitive supply of electricity over time. The frill competition model consists of the state passing legislation authorizing 
competitive retail electricity markets together with an immediate change to the incumbent local utilities* retail electric rates that results in the 
whole commercial, industrial and govemment, or CIG, electricity maiket in such state being competitive immediately. 

Energy consumers who choose to switch electricity suppliers can either do it themselves by contacting competitive energy suppliers 
directly, or indirectly, by engaging aggregators, brokers or consultants, collectively referred to as ABCs, to assist tiiem with tiieir electricity 
procurement. 

Energy Suppliers: These entities take titie to power and resell it directly to energy consumers. These are typically well-funded entities, 
which s ervice both energy consumers directiy and also work with ABCs. to contract with energy consumers. PresenUy, we estimate there are 
over 500 competitive suppliers, several of which operate on a national level and are registered m nearly all ofthe 16 states and the District of 
Columbia that permit CIG energy consumers to choose their electricity supplier and have deregulated pricing to create competitive markets. Of 
the 16 deregulated states, 14 have fully viable competitive markets. 

Aggregators, Brokers and Consultants: ABCs facilitate transactions by having competitive energy suppUers compete against each other 
in an effort to get their energy customers the lowest price. This group generally uses manual request for proposal, or RFP, processes that are 
labor intensive, relying on phone, fax and email solicitations. We believe that the online RFP process is superior to the traditional paper-based 
lU^P process as it involves a larger number of energy suppliers, can accommodate a larger number of bids witlun a shorter time span, and allows 
for a larger amount of contiract variations including various year terms, territories and energy usage pattems. 

Online Brokers: Online brokers are a subset ofthe ABCs. These entities use online platforms to run elecfronic R FP processes in an effort 
to secure the lowest prices for their energy customers by having competitors bid against one another. We believe that we are among the 
pioneering companies brokering electricity online and we are not aware of any competitor that has brokered more electricity online than we 
have. 

Retail Natural Gas 

The natural gas industry in the U.S. is governed by both federal and state laws and regulations, with the federal govenunent having 
jurisdiction over the tiansmission of natural gas in interstate commerce, and the states having jurisdiction over the sale and distribution at the 
retail level. 

The federal govemment regulates the namral gas transmission business through FERC which draws its jiuisdiction from the Natural Gas 
Act , and from other legislation such as the EPA 200S. FERC has comprehensive and plenary jurisdiction over the rates and terms for 
transmission of gas in interstate commerce, and over the oiganization, govemance and financing ofthe companies engaged in such transmission. 
States regulate the distribution and sale of gas at the retail level within their respective jiuisdictions, in accordance with individual state laws 
which can vary widely in material respects. 

The natural gas market in the U.S. is deregulated in most states and offers retail energy consumers access to their choice of natural gas 
commodity supplier. 

Following a period of heavy regulation, the gas industry was deregulated in three phases as a result of legislation enacted in 1978 followed 
by multiple orders of FERC. The expected result of this deregulation was to stimulate competition in the natural gas mdustiy down the pipeline 
to the distribution level. 



At the retail level, reforms and restructuring have taken place on a state by state basis, with varying nuances to the restructuring in 
different states. For example, certain state commissions have allowed local distribution companies to offer unbundled transportation service to 
large customers; to provide flexible pricing in competitive markets; and to engage in other competitive activities. 

Today, we estimate that utiHties in over 40 states perniit retaii natural gas consumers to choose their natural gas commodity suppliers. In 
most mstances, the local distribution utility still delivers the commodity to the consumers' premises, even if a different supplier is selected to 
provide the commodity. The level of competitive choice available to retail CIG ener gy consumers has increased, with a vî de range of products 
and a significant number of suppliers participating in both retail and wholesale transactions. 

Demand Response 

The electric power industry in North America faces enormous challenges to keep pace witii the expected increase in demand for electricity 
and to manage the increased amount of intennittent renewable energy resources that are expected to be connected to the power grid in tiie future. 
Because electricity caiuiot be economically stored using com mercially available technology today, it must be generated, delivered and 
consumed at the moment that it is needed by end-use customers. Mamtaining a reliable electric power grid therefore requires real-time balancmg 
between supply and demand. Power generation, transmission and distribution facilities are built to capacity levels that can service the maximum 
amount of anticipated demand plus a reserve margin intended to serve as a buffer to protect the system in critical periods of peak demand or 
unexpected events such as failure of a power plant or major transmission line. However, under-investment in generation, transmission and 
distribution infrastructure in recent years in key regions, coupled with a dramatic growth in electricity consumption over that same time period, 
has led to an increased frequency of voltage reductions—commonly known as brownouts—and blackouts, and periodically prevents the 
transport of power to constrained areas during periods of peak demand, which can affect reliability and cause significant economic impacts. 

As the electric power industiy confronts these challenges, demand response, or DR, has emerged as an important solution to help address 
the imbalance in electric supply and demand. For example, the EPA 2005 declared it the official policy of the U.S. to encourage demand 
response and the adoption of devices tiiat enable it. In addition, the Energy Independence and Security Act of 2007 ordered the FERC to conduct 
a nationwide assessment of demand response potential and create a national action plan to promote demand response at the federal level and 
support individual states in their own demand response initiatives. 

Our customers in the DR market are energy consumers that agree to curtail their electricity consumption when requested by Regional 
Transmission Organizations, or RTOs, or Independent System Operators, or ISOs, during times of peak demand. We bring together these energy 
consumers with Demand Response Providers, or DRPs, to auction off the energy consumers capacity. DR Ps compete against each other in a 
forward auction, bidding up the percentage ofthe DR revenue that the energy consumer will receive from a specific DR program. 

Energy Efficiency 

There is an increasing emphasis on energy efficiency as an important aspect of national energy policy, smart grid solutions and facility 
management best practices. For example, the White House estimates that commercial buildings consumed r o u ^ y 20 percent of all energy m the 
U.S. in 2010. Additionally Navigant Research, a lead ing industry analyst firm, has estimated that if all commercial buildings underwent 
efficiency retrofits (noting that 80% of all commercial buildings are more tiian 10 years old), the payout would be on the order of $41.1 billion 
each year. 

Large drivers of the overall efficiency maricet include the national Better Biuldings initiative, which aims for 20% efficiency gains in 
commercial buildings by 2020 through cost-effective upgrades, and New York City's Greener, Greater Buildings Plan aimed at reducing ene rgy 
consumption by existing buildings, which account for 70-80% ofthe city's total greenhouse gas emissions. 

Fifty states have pro-growth energy efficiency policies. As of July 2013, twenty-five states have fully funded policies in place that 
establish specific energy savings targets that utilities or non-utility program administrators must meet through customer efficiency programs. In a 
2012 report, New England ISO projected it would spend $5.7 billion on eneigy efficiency programs in the region from 201 5-2021, up from $1.2 
billion in 2008-2011. 

With our recent investments, extensive base of federal and state govemment clients, growing footprint in the commercial property space, 
and large channel partner network that includes leading energy service companies, we expanded our presence in the energy efficiency market 
with our acquisition of NES m October 2011. NES focuses on tum-key electrical and mechanical energy efficiency measures serving 
conunercial, industrial and institutional customers. 



Wholesale Energy 

The wholesale electricity maiket is the competitive maiket that connects generators (sellers) with utilities, electricity retailers and 
intermediaries (buyers) who purchase electricity to re-sell on the retail market. We estimate that total wholesale purchases of electric power m 
2012 were over 5.7 billion MWh. Natural gas is an important input fuel for generators, and U.S. consumption of natural gas in 201 3 exceeded 
26 trillion cubic feet. 

The U.S. wholesale electricity market emerged in the late 1970s when independent power producers, or IPPs, and otiier non-utilities 
entered the electiicity generation market, aldiough the market was restricted until the early 1990s when competitive constraints were removed. 
These new generation entities began to compete directly with traditional utilities and offered customers more than one choice to obtain 
electricity. Today, participants in the wholesale maricet inchide IPPs, traditional utilities, and mtermediary power marketers. In addition, banks, 
traders, and brokers participate in the wholesale maricet, 

IPPs and traditional utilities comprise the generation portion of the wholesale market. Many en^iloy intemal sales forces to assist in the 
sale and distribution of their power, enabling them to participate as both buyers and sellers within the wholesale market. However, a growing 
number of IPPs and utilities have found it easier and more cost effective to sell their generation through power mariceting services, which has 
contributed to the power mariceters* inc reased role within the market. Power mariceters utilize several different plafforms to purchase power 
from generators for distribution, which include paper RFPs, phone brokerage, electronic exchanges and auctions. 

Our customers m the wholesale market can be either buyers or sellers and can include utilities and municipal utilities that buy power or 
natural gas to fill in gaps in their portfolios or to consume in their generation facilities, and retail marketers who buy natural gas and power to 
resell to re tail customers. If die customer is a buyer, we will run a reverse (descending price) auction to secure a lower price. Ifthe customer is a 
seller, we will ron a forward (ascending price) auction to secure a higher price. 

Environmental Commodities 

Concerns about global warming have spawned a number of initiatives to reduce greenhouse gas emissions. The most widely adopted of 
these initiatives is the Kyoto Protocol pursuant to which many countries in Europe, Asia and elsewhere have created carbon cĵ ) and tr ade 
systems. In carbon cap and trade programs, carbon dioxide emission caps are established and producers of these emissions can buy or sell credits 
m order to meet their required allocations. While the U.S. did not ratify the Kyoto Protocol, there are a number of initiatives in the U.S. at the 
regional, state and local levels aimed at limiting greenhouse gas emissions, the most robust of which is the Regional Greenhouse Gas Initiative, 
Inc., or RGGI. 

In August 2008, we were awarded a two-year confract with RGGI, which is the first mandatory, maricet based effort in the U.S. to reduce 
greenhouse gas emissions. RGGI selected us to sell allowances for the emitting of carbon dioxide emissions from the power sector. This contract 
was subsequently extended for an additional two-year period, and also for the first year of two, one-year options. We have successfiilly 
completed twenty-two quarterly auctions for RGGI tiirou^ December 31,2013, raising more than $ 1.5 billion in proceeds for RGGI states to re
invest in energy efficiency and other consumer-benefitting measures. 

Company Strategy and Operations 

Overview 

World Energy offers a range of energy management solutions to commercial and industrial businesses, institutions, utilities, and 
governments to reduce their overall energy costs. The Company comes to market with a holistic approach to energy management helping 
customers a) contract for the lowest price for energy, b) engage in energy efficiency projects to minimize quantity used and c) maximize 
available rebate and incentive programs. The Company made its mark on the industry witii an innovative approach to procurement via its state-
of-the-art online auction platform, the World Energy Exchange "̂ . With recent investments and acquisitions. World Energy is building out its 
energy efficiency practice — engaging new customers while also pursuing more cross-selling opportunities for its procurement services. The 
Company is also taking its suite of solutions to the rapidly growing small- and medium-sized customer markets. 

World Energy provides energy management services utilizing state-of-the-art technology and the experience of a seasoned team to bring 
lower energy costs to its customers. The Company uses a simple equation 

E = P Q - i 

to help customers understand the holistic nature ofthe energy management problem. Total energy cost (E) is a frinction of Energy Price (P) times 
the Quantity of Energy Consumed (Q), minus any rebates or incentives (i) the customer can eam. This approach not only makes energy 
management more approachable for customers, simplifying what has become an increasingly dynamic and complex problem, it also highlights 
the inter-related nature of the energy management challenge. The Company asserts that point solution vendors may optimize one of the three 
elements, but it takes looking at the problem holistically to unlock the most savmgs. 



We help customers optimize this equation by ^plying the Seven Levers of Energy Managemenf"^" — Planning, Sourcing, Risk Management, 
Efficiency, Sustainability, Incentives and Monitoring. 

These Seven Levers of Energy Management™ are s1^)ported by state of tiie art technology developed or licensed by our Company. Our 
flagship platform is the World Energy Exchange *. On the Worid Energy Exchange * energy consumers in Nortii America are able to negotiate 
for the purchase or sale of electricity, natural gas and other energy resources frxim competmg energy suppliers which have agreed to participate 
on our auction platform in a given event. Buyers and sellers can also negotiate for the purchase or sale of environmental commodities such as 
Renewal Energy Certificates, or RECs, Verified Emissions Reductions, or VERs, and Certified Emissions Reductions, or CERs. In addition, the 
World Energy Exchange ® enables DRPs and energy consumers to come together in highly-structured auction events designed to yield price 
transparency, heighten competition, and maximize the energy consiuners' share of demand response revenues. 

We bring bidders and listers together in our online maricetplace, often with the assistance of our chatmel parmers, who identify and woric 
witii customers to consummate transactions. Our exchange is comprised of a series of software modules that automate our comprehensive 
procurement proems includin g: 

energy and environmental commodities sourcing management — a database of suppliers and contacts; 

lead m^agement — a module to ti^ck prospective customers through the sales process; 

deal and task management — a module to list, assign and track steps to complete a procurement successfully; 

market intelligence — databases of information related to maricet mles and pricing frends for markets; 

RFP development — a module to create RFPs witii a variety of terms and parameters; 

conducting auctions — underlying software to manage the bidding and timing of an auction and display the results; 

portfolio management — a database of contracts, sites, accounts and historical usage; 

risk management - monitoring, friggering and messaging tools; 

commission reporting — a system to display forecasted and actual commissions due to channel partners; and 

receivables management — a system to upload data received from suppliers and track payment receipt. 

Our technology-based solution is attractive to channel parmers as it provides them witii a business automation platform to enhance their 
growth, profitability and customer satisfaction. Channel partners are important to our business because these entities offer our auction platform 
to enhance their serv ice offerings to their customers. By accessing our market intelligence and automated auction plafform, channel partners 
significantly contribute to our transaction volume, and in retum, we pay them a fixed percentage ofthe revenue we receive from wirming bidders 
(i.e., energy suppliei^ and other buyers). This tiiird party commission structure is negotiated in advance and included in the channel partner 
agreement based on a number of factors, including expected volume, effort required in the auction process and competitive factors. 

As a requirement to bid in an auction (which is described in greater detail below), bidders must enter into an agreement to pay our fee if 
they execute a contract as a result of the auction. Followmg an auction event, our employees continue to woric with the energy consumer and 
other listers or collectively, the customer, and bidder through the contract negotiation process and, accordingly, we are aware of whether a 
confract between the customer and bidder is consummated. If a con tract is entered into between a customer and bidder using our auction 
platform, we are compensated based upon a fixed fee, or commission rate, that is built into the price of the commodity. This approach is 
attractive to both the customer and bidder as there is no fee charged to either party ifthe brokering process does not result in a confract. Our fees 
are based on tiie total volume ofthe commodity transacted between the customer and bidder muhiplied by our contractual commission rate. We 
have master agreements with our bidders, whereby bidders are allowed to bid on customer requirements in exchange for agreeing to pay the fee 
that we have negotiated with die customer. In order to participate in any specific auction, bidders are requfred to acknowledge and agree to our 
fee on our online platfonn prior to participating in that auction. 

Retail Electricity Transactions 

For retail electricity transactions, monthly revenue is based on actual usage data obtained from tiie energy supplier for a given month or, 
to the extent actual usage data is not available, based on the estimated amoimt of electricity delivered to the energy consumer for that month. 
While the number of contracts closed in any given period can fiucmate widely due to a number of factora, this r evenue recognition method 
provides for a relatively predictable revenue stream, as revenue is typically based on energy consumers* historical energy usage profile. 
However, monthly revenue can still vary from our expectations because usage is affected by a number of variables such as the weather and the 
general business conditions affecting our energy consumers. 



Contrticts between energy consumers and eneigy suppliers are signed for a variety of term lengths, with a one to two-year contract term 
being typical for commercial and industrial energy consumers, and govemment contracts typically having two to three year, and occasionally 
five-year terms. Backlog relates to contracts in force on a given date representing transactions between biddeis and listers on our platform related 
to commodity brokerage assuming listers consume energy at their historical levels or deliver credits at e x p e c t levels. Total backlog represents 
the commission that we would derive over flie remaining life of those contracts. Annualized backlog represents tiie commission that we would 
derive from those contracts within the twelve months following the date on which the backlog is calculated. For any particular contract, 
annualized backlog is calculated by muUiplying the energy consumer's historical usage by our fixed contractual conunission rate. This metric is 
not intended as an estimate of overall fiitiire revenues, since it does not purport to include revenues tiiat may be eamed during tiie relevant 
backlog period from new contracts or renewals of contracts that expire during such period. In addition, annualized backlog does not represent 
guaranteed fuhire revenues, and to the extent actual usage under a particular confract varies from historical usage, our revenues under such 
confract will differ from the amount included in backlog. 

In addition to retail electricity contracts, we have ongoing contractual arrangements with retail namral gas customers under which we 
deliver certain energy management and auction administration services for which we receive a monthly fee. Total and annualized backlog is 
$47.5 million and $24.9 million, respectively, at December 31, 2013, which includes montiily management fees related to natural gas contracts 
of $0.7 million that have expected revenue associated witfi them from January 1, 2014 through December 31, 2014. These contracts can be 
tenninated upon 30 days notice per tfie terms of tfie conti^cts and, therefore, backlog does not include any revenue fixim expected contract 
renewals from the management fees beyond December 31,2014. 

Because the calculafr'on of backlog is a calculation of a contracted commission rate multiplied by a historical energy usage figure and our 
management contracts are cancelable by our natural gas customers, our backlog may not necessarily be mdicative of future results. Annualized 
backlog should not be viewed in isolation or as a substimte for our historical revenues presented in the financial statements included in this Fonn 
10-K. Events that may cause future revenues from confra cts in force to differ materially fiom our annualized backlog include die events that 
may affect energy usage, such as overall business activity levels, changes in energy consumers' businesses, weather patiems and other factors 
described under "Risk Factors'*. 

Retail Natural Gas Transactions 

There are two primary fee components to our retail namral gas services: fransaction fees and management fees. Transaction fees are billed 
to and paid by the energy supplier that was awarded business on the platform. These fees are established prior to award and are the same for each 
supplier. For the majority of our natural gas ti^nsactions, we bill the supplier upon the conclusion of the transaction based on the estimated 
energy volume transacted for the entire award teim multiplied by the transaction fee. Management fees are paid by our energy consumers and are 
generally billed on a monthly basis for services rendered based on terms and conditions included in contracmal anangements. While 
substantially all of our retail namral gas transactions are accounted for in accordance with this policy, a certain percentage is accounted for as the 
natural gas is consumed by the eneigy consumer and recognized as revenue in accordance witii the retail electricity transaction revenue 
recognition methodology described above. 

Mid-Market Transactions 

We earn a monthly commission on energy sales from each energy supplier based on the energy usage transacted between the energy 
supplier and energy consumer. The commissions are not based on tfie retail price for elecfricity but rather on the amount of energy consumed. 
Commissions are calculated based on the energy usage fransacted between the energy supplier and energy consumer multiplied by our 
contractual commission rate. Revenue from commissions is recognized as eamed over the life of each contract as energy is consumed, provided 
tfiere is persuasive evidence of an arrangement, the sales price is fixed or determinable, collection ofthe fee is reasonably assured, and customer 
acceptance criteria, if any, has been successfully demonsfrated. We generally recognize revenue on these transactions when we have received 
verification from the electricity supplier of tiie end-users power usage and electricity supplier's subsequent collection ofthe fees billed to the end 
user. The verification is generally accompanied with payment of tfie agreed upon fee to us, at which time the revenue is recognized. 
Commissions paid in advance are recorded as customer advances and are recognized monthly as commission revenue based on the energy 
exchanged that month. To the extent we do not receive verification of actual energy usage or we cannot reliably estimate what acmal energy 
usage was for a given period, revenue is defened until usage and collection data is received from the energy supplier. 

Demand Response Transactions 

Demand response transaction fees are recognized when we have received confumation from the DRP that the energy consumer has 
performed under tiie applicable RTO or ISO program requirements. The energy consumer is either called to perform during an actoal curtaihnent 
event or is required to demonstrate its ability to perform in a test event during the performance period. For the PJM Interconnection ("PJM"), an 
RTO that coortlinates die movement of wholesale electricity in all or parts of 13 states and the Disfrict of Columbia, the performance period is 
June tfu^ugh September in a calendar year. Test results are submitted to tfie PJM by tiie DRPs and we receive confirmation of tiie energy 
consumer's perfonnance in the fourth quarter. DRPs typically pay us ratably on a quarterly basis throughout the demand response fiscal (June to 
May) year. 



Wholesale and Environmental Commodity Transactions 

Wholesale transaction fees are invoiced iq)on the conclusion of the auction based on a fixed fee. These revenues are not tied to future 
energy usage and are recognized upon the completion of the online auction. For reverse auctions where our customers bid for a consumer's 
business, the fees are paid by the bidder. For forward auctions where a lister is selling energy products, the fees are typically paid by the lister. 

Environmental commodity transaction fees are accounted for utilizing two primary methods. For regulated allowance programs like the 
RGGI, fees are paid by the lister and are recognized quarterly as revenue as auctions are completed and approved. For most other environment^ 
commodity transactions both the lister and the bidder pay the transaction fee and revenue is recognized upon the consummation of the 
underlying transaction as credits are delivered by the lister and payment is made by the bidder. 

Energy Efficiency Services 

Our &\ergy efficiency services segment is primarily project driven where we identify efficiency measures that energy consumers can 
implement to reduce their energy usage. We present refrofit opportunities to customers, get approval from tfiem to proceed and submit the 
proposal to the local utility for pre-approval and determination of available incentives. Once the utility approves funding for the project, we 
install the equipment, typically new heatuig, ventilation or air conditioning ("HVAC") equipment, or replace lighting fixtures to more efficient 
models. We recognize revenue for Energy efficiency services when persuasive evidence of an anangement exists, delivery has occuned, the 
price is fixed or determinable and collectability is reasonably assured. Due to the short-tenn nature of projects (typically two to three weeks), we 
utilize the completed-contract metiiod. We also assess multiple contracts entered into by the same customer in close proximity to determine ifthe 
contracts should be combined for revenue recognition purposes. Revenues are recognized based upon factors such as passage of title, 
mstallation, payments and customer acceptance. 

The Brokerage Process 

Our brokerage process is supported by a variety of modules designed with tiie goal to fmd the best possible price while providing step-by-
step process management and detailed documentation prior to, during and following the auction. Our process includes data collection and 
analysis, establishing the benchmark price, conducting multiple auct ion events to enable testing of various term and price combinations and 
assisting in confract completion. We create an audit trail of all the steps taken in a given transaction. Specific web pages track all information 
provided to energy suppliers including energy supplier calls, supplier invitations, usage profiles and desired contract parameters. 

At the commencement of the process, non-govemment energy consumers wiH enter into a procurement services agreement whh us 
pursuant to which we are appointed as the brokerage service provider to solicit and obtain bids for the supply of energy or environmental 
commodities and to assist in the procurement of these commodities. Govemment energy consumers will send out a solicitation at the 
commencement ofthe br okerage process which sets out the confract terms. Only bidders tiiat are qualified under tiie solicitation may participate 
in the auction. Bidders who wish to bid on the provision of energy or environmental commodities to such customers must participate in our 
brokerage process and cannot confract with customers outside of our brokerage process. 

For retail energy, the procurement services agreement authorizes us to retrieve the energy consumer's energy usage history from the 
utility serving its accounts. We utilize the usage history to identify and analyze tiie energy consumer's energy needs and to run a rate and tariff 
model which calculates the utility rate for that energy consumer*s facilities. This price is used as a benchmark price to beat for the auctio n event. 
For other customers or commodities, the benchmark price may be negotiated or calculated in another manner. 

Prior to conducting the auction, (he auction parameters, including target price, supplier preferences, contract terms, payment terms and 
product mix, as applicable, are discussed with the customer and agreed upon. Approximately two to five days prior to the auction, we will post 
RFPs with these auction parameters on our World Energy Exchange * and alert the potential bidders. Additionally, bidders are provided with 
information alwut the customer, historical energy usage information relating to the energy consumer's facilities (if retail customers), and the 
desired contract parameters, several days in advance of the auction as part of the RFP. This advance notice gives the bidders the opportunity to 
analyze the value of a potential deal and the creditworthiness of tfie customer. We believe that, using this information along with the auction 
parameters described in the RFP, the bidders develop a bidding strategy for the auction. 

The auction creates a competitive bidding environment that is designed to cause bidders to deliver better prices in response to other 
competitive bids. Specifically, bidders enter an auction by submitting an opening bid at or better than the suggested opening bid posted on the 
RFP. After they enter the auction and assess the bidding activity, bidders may begin testing the competition by submitting a bid better than tfie 
then-leading bid. They do this presumably to test their pricing and to gauge the relative level of competition for tiie deal. There is typically a 
modest level of bidding and counter-bidding activity among bidders until the final 30 seconds of the auction when bidding activity tends to 
increase. In tiie final seconds, all bidders see the then-leading bid and must make 



a judgment as to how aggressively to submit their last bid in order to win the deal. At this point in the auction, bidders make their final bid 
without knowledge of what any other bidders are bidding. We call this a final "blind** bid. 

Typically, a number of auctions tailored to the customer*s specific needs will be held. Our exchanges provide rapid results and can 
accommodate a multimde of permutations for offers, including various year terms, quantities, load factors and green power requirements. For 
commercial and industrial customers or project owners, we typically run two to six auction events per procurement and for large government 
aggregations that generally are more complex, we typically run 20 to 40 auction events. Bach auction event usually lasts IS minutes or less. 
Included as part of any auction transaction are date and time stamping of bids, comparison of each bid with benchmark prices, as well as 
automated stop times, which ensure the int^rity of auction events. The exchanges are also periodically ^oichronized to the atomic clock which 
is intended to ensure that auction start and stop times are precise. 

Following an auction, the auction results are analyzed and ifthe auction has been successful, we assist the customer with the contracting 
process with the winning bidder which is typically finalized within several hours of the closing of the last auction event. In the case of a 
commereial energy consumer, we facilitate any remaining disc ussion between the leading energy siqjplier and the energy consumer relating to 
the energy supplier*s contract terms that were not addressed in establishing the auction parameters. In the case of govemment energy consumers, 
the energy suppUers have seen and, in general, have agreed to the form of supply contract being required by the govemment energy consumer. 
Accordingly, the time period between the end ofthe auction and the execution of a contract is usually shorter than in the case of non-govemment 
eneigy consumers. Not all auctions result in awarded contracU. 

For retail energy fransactions, the incumbent local utility servii^ a given location is typically obligated to deliver the commodity to the 
customer's premises from flie location where ttie supplier delivers electricity energy into that local utility's delivery system. However, the energy 
supplier is responsible for enrolling the energy consumer's account with the applicable local utility and the energy supplier remains liable for any 
costs resul ting from the physical loss of energy during transmission and delivery to the customer's premises. We never buy, sell or take titie to 
the energy products or environmental commodities on our auction platforms. 

We typically interface directly witfi the customer throughout the brokerage process. However, if a channel partner is involved, the channel 
partner will o^en perform one or more of the following frmctions: woridng with a customer to sign a procurement services agreement, 
interacting with the customer relating to World Energy analyses, supporting the decision-making, and interfacing with the customer during the 
contracting process. However, even if a channel partner is involved, we are still primarily responsible for tasks such as interacting witii utilities 
to obtain an eneigy consumer's usage bistoiy, performing analyses, creating RFPs, interfacing with bidders, and scheduling, conducting and 
monitoring auctions and collecting the commission eamed from the bidder. 

As we build out our procurement capabilities within the retail energy marketplace, we have begun to offer our procurement services to 
smaller commereial and industiial customers. We refer to these customers as the mid-market. While we still assist end users in procurmg their 
energy needs, w e do not utilize our online solution to consummate these fransactions. Rather, we gather price quotes directiy from competing 
energy supplier for these customers. We call these types of transactions direct sourcing. While we will still have firm agreements with each 
respective energy supplier and still get paid by the winning energy suppUer based on the amount of energy consumed by the end user, we may or 
may not have a definitive agreement witii the energy user. 

Growth Strategy 

Our overall objective is to leverage our preeminent position as the exchange of choice for executing fransactions in energy and 
envfronmental commodities to be a leader in the eneigy management space. 

We seek to achieve our objective by expanding our community of channel partneis, customers and bidders on our exchange, sfrvngtfiening 
and expanding long-term relationships with govemment agencies, bioadening our product offerings, making strategic acquisitions, and growing 
our sales force. Key elements of our strategy are as follows: 

Continuing to Develop Channel Partner Relationships. A significant amount of the customers using our auction platforms have been 
introduced to us through our channel partneis. Our plan is to focus on developing and increasing our number of channel partne r relationships in 
an effort to expand tfie base of customers using our auction platforms. We have consistently increased the number of channel partners smce 2007 
from 42 to 320 at December 31,2013. 

Leveraging New Products such as Demand Response, Risk Management, Bill Management and Efficiency. We continue to expand our 
offerings either organically, through partoerships or via acquisition (risk management via Energy Gateway, LLC ("Energy Gateway") and 
efficiency via NES), and sell them to new prospects or existing customeis via our sales force and chWel network. 

Push into the Mid-Market. We see the mid-market as being a viable growth opportunity, and with our acquisition of GSE and NEP we 
added a base of expertise that can enable us to take their Texa s and Connecticut footprints and expand them nationally. 

Making Strategic Acquisitions. From time to time, we also pursue strategic acquisitions to help us expand geographically, add expertise 
and product depth, provide accretive revenue and profit stream s or a combination of two or more of the above. We believe with our public 
cunency and automated systems tiiat we are a logical entity to roll up the industry. 



Strengthening and Expanding Long-term Relationships with Govemment Agencies. We intend to cont inue to build on the relationships 
we have established witii federal, state and local government agencies. We expect that our expertise in brokering cost-saving energy contracts for 
govemment agencies will continue to be in demand as contract terms expfre and governments look to confract for low energy prices in a 
con^etitive market. 

Bidders, Listers and Channel Partners 

Bidders. Our success is heavily dependent on our bidder relationships, the credibility of our bidders and the integrity of the auction p 
rocess. Biddys include over 280 competitive electricity and natural gas suppliers and over 200 wholesale electricity suppliers registered on the 
World Energy Exchange *, representing a majority of all suppliers in the deregulated electricity and natural gas markets. There are also over 150 
users registered to transact for environmental commodities. Of the registered energy suppliers, more than 180 had active contracts with energy 
consumers that were brokered through our World Energy Exchange *asof December 31,2013. Two of these bidders accounted for 20% in the 
aggregate of our revenue for the years ended December 31,2013 and 2012, respectively. In order to participate in an auction event, bidders must 
register with us by either entering into a standard-form agreement pursuant to which the bidder is granted a license to access our auction platform 
and bid at auction events or by qualifying to participate in an auction pursuant to a govemment solicitation. Our national standard form 
agreement is typically for an uidefinite term, may be termmated by eitiier party upon 30 days prior written notice, is non-exclusive, non
transferable and cannot be sublicensed. Under our standard-form agreement or the govemment solicitation, the bidder agrees to pay us a 
commission, which varies from confract to contract and is based on a set rate per energy unit consumed by the lister. 

Listers. Listers using our auction platform to procure energy, demand response and envfronmental commodities include govemment 
agencies, comm ercial and indusfrial energy consumers, utilities, municipal utilities, environmental commodity project owners, financial 
institutions and brokers. Govemment energy consumers have complex eneigy needs in teims of both scope and scale, which we believe can best 
be met witii a technology-based solution such as our exchanges. AdditionaHy, tfie automated natiire of om exchanges is designed to support 
protest free auctions. We have brokered energy for the General Services Administration ("GSA") and over 25 federal agencies, and numerous 
county and state governments mcluding the nine Northeast and Mid-Atlantic states participating in RGGI. 

Our contracts for the online energy procurements with these govemmentai entities are typically for multiple years ranging from two to 
five years. During this contractual period, the governmental entity may run various auctions for different locations or agencies that fall under 
their purview. As a result, revenue from these customers could extend beyond the actual contractoal term. As additional states open tiieir 
electricity markets to competition and suppliers enter those markets creating a competitive la ndscape, we plan to actively market oiu* services to 
them. These contracts do not require that the govemment energy consumer use our services and, as is typical in govemment procurements, 
contain termination for convenience and fiscal funding clauses. If a contract was tenninated for convenience, it would typically not have any 
bearing on energy delivered through the termination date. None ofthe energy consumers using our auction platform accounted for 10% or more 
of our aggregate revenue for the years ended December 31,2013 and 2012, respectively. 

Direct Sales. Retail targets of direct sales efforts are typically large companies with facilities in many geographic locations including hotel 
chains, property management firms, big box retailers, supermarket s, department stores, drug stores, convenience stores, restaurant chains, 
financial services firms and manufacturers across various industries. We also are pursuing utilities, municipal utiUties, and retail energy 
providers in the wholesale market, and project owners, customers seeking to meet compliance obUgations, and brokers in the environmental 
commodities markets. 

Channel Partners. We also target customers through our channel partner model. These are firms with existing cUent relationships with 
cer tain customers that would benefit from the addition of an onlme procurement solution. Channel parmers consist of a diverse array of 
companies including energy service companies, demand side consultants and manufacturers, ABCs and sti:ategic sourcing companies, but in the 
most general terms they are resellers or distributors. As of December 31, 2013, we had entered into agreements with 320 channel partners that 
are cunently engaged in efforts to source potential transactions to our exchanges, although not all have sourced a transaction for which an 
auction has been completed. Upon identifying opportunities with new channel partners, we enter into a channel partner agreement that grants the 
channel partner a non-exclusive right to sell our procinement process typically for a term of one year, which renews automatically unless 
temiinated upon 30 days written notice. The channel partner receives a commission based generally on the amount of involvement ofthe channel 
partner in the procurement process. 

Competition 

Customers have a broad anay of options when purchasing eneigy or environmental commodities. Retail energy consumers can either 
purchase energy directly from the utility at the utiUty's rate or purchase energy in the deregulated maricet through one ofthe following types of 
entities: competitive energy suppliers, ABCs and online brokers. We compete with competitive energy suppliers, ABCs and other online brokers 
for energy consumers that are seeking an altemative to purchasing directiy from the utili ty. Demand response customers typically negotiate 
demand response services directly with DRPs. Wholesale customers typically buy from geneiatois, traders, traditional brokers who use phone-
based methods, or bid-ask exchanges. Environmental commodity customers 



typically buy or sell directiy through bilateral transactions, brokers, traders or bid-a^ exchanges. Energy Efficiency Services customers typically 
use small to medium size lighting companies for thefr lighting efficiency measure. These tighting companies outsource any mechanical 
efficiency measures to small HVAC contractors. 

Technology 

The auction platform that powers our exchange is comprised of a scalable transaction processing architecture and web-based user 
inter&ce. The auction platfonn is primarily based on intemaUy developed proprietaiy software, but also includes third party components for user 
interface elements and reportmg. The auction platform supports the selling and buying processes including bid placements, bidder registration 
and management, channel partner management, deal process management, contract management, site management, collection and conunission 
management, and reporting. The auction platfonn maintains cunent and historical data online for all of these components. 

Our technology systems are monitored and upgraded as necessary to accommodate increasing levels of traffic and transaction volume on 
the website. However, future upgrades or additional technology licensing may be required to ensure optimal performance of our a uction 
platform services. See "Risk Factors" at Item lA. To provide maxunum uptune and system availability, our auction platform is hosted in a 
multi-tiered, secure, and reliable fault tolerant environment which includes backup power supply to computer equipment, climate confrol, as well 
as physical security to the building and data center. In the event of a major system component failure, such as a system molherboani, spare 
servers are available. 

We strive to offer a high level of data security in order to build the confidence in our services among customers and to protect the 
participants* private information. Our security infrastincture has been designed to protect data from unauthorized access, both physically and 
over the Intemet. The most sensitive d ata and hardware of die exchanges reside at the data centers. 

Seasonality 

Our revenue is subject to seasonality and fluctuations during the year primarily as a result of weather conditions and its impact on the 
demand for enei^. The majority of our revenue is generated from the conunissions we receive under any given energy contract, which is tied to 
the energy consumer's coiuumption of energy. Therefore, revenue from namral gas consumption tends to be sfrongest during the winter months 
due to the increase in heating usage, and revenue from electricity consumption tends to be st rongest during die summer months due to the 
increase in afr conditioning usage. Our revenue is also subject to flucmations within any given season, depending on tiie severity of weather 
conditions — during a particulariy cold winter or an unseasonably waim summer, energy consumption will rise. In addition, transaction revenue 
in tbe natural gas and wholesale markets for which we invoice upon completion of the respective transaction tends to be higher in the first and 
fourth quarters when utiUties and natural gas customers make thefr annual natural gas buys. Energy efficiency services revenue tends to be 
lowest in the first half of tiie ye^ and increases in tfie second half of the year as utilities make a push to spend funds set aside for efficiency 
projects by the end ofthe calendar year. 

InteUectuai Property 

We enter into confidentiality and non-disclosure agreements with thfrd parties with whom we conduct business in order to limit access to 
and disclosure of our proprietary infonnation. 

We operate our platform under tfie trade name "Worid Energy Exchange ®". We own the following registered frademarks in the U.S.: 
World Energy Solutions *, World Green Exchange *, World DR Exchange * and World Enei^ Exchange *. We also own the following domain 
names: worldenergy.com, wesplatform.com, wexch.com, woridenergyexchange.com, woridenergysolutions.com, woridefficiencyexchange.com, 
worldgreenexchange.com, worlddrexchange.com, woridpowerexchange.com and worldenergysolutioiisinc.com. To protect our intellecmal 
property, we rely on a combmation of copyright and trade secret laws and tfie domain name dispute resolution system. 

Our corporate name and certain of our trade names may not be eligible for protection if, for example, they are generic or in use by another 
party. We may be unable to prevent competitors from using frade names or corporate names that are confusingly similar or identical to ours. 

Wc have one patent titled "Method for Receiving Bids on Energy-Savings and Energy Supply Portfolio", which relates to a computer-
implemented method for determining an optimal award schedule for satisfaction of energy efficiency and energy supply requirements for a 
portfolio of one or more buildings. 

If we are unable to protect our copyrights, trade secrets or domain names, our business could be adversely affected. Others may claim in 
the fiimre that wc have infringed their intellecmal property rights. 
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Personnel 

As of December 31, 2013, we had one hundred twenty-six employees consisting of three members of senior management, fifty-nine sales 
and marketmg employees, seven information technology employees, forty-three supply desk employees and fourteen administi^tive employees. 
The extent and timing of any increase in staffing wilt depend on the availability of qualified personnel and other developments in our business. 
None ofthe enqiloyees are represented by a labor union, and we believe that we have good relationships with our employees. 

Company Information 

We commenced operations through an entity named Oceanside Energy, Inc., or Oceanside, which was incorporated under the laws ofthe 
State of Delaware on September 3, 1996. We incorporated World Energy Solutions, Inc. under the laws of the State of Delaware under the name 
"Worid Energy Exchange, Inc.*' on June 22, 1999, and on October 31, 1999, Oceanside became a wholly-owned subsidiary of Worid Energy 
Solutions, Inc. and was subsequently dissolved. On December 21, 2006, we incorporated a 100% owned subsidiary, Worid Energy Securities 
Coip., under the laws ofthe Commonwealth of Massachusetts. 

Our registered and principal office is located at 100 Front Street, Worcester, Massachusetts, 01608, United States of America, and our 
telephone number is (508) 459-8100. Our website is located at wTvw.worldeneigy.com. 

Item lA. Risk Factors 

You should carefully consider the risks and unceriainties described below before deciding to invest in shares of our common stock. If any ofthe 
following risks or uncertainties actually occurs, our business, prospects, financial condition and operating results would likely suffer, possibly 
materially. In that event, the market price of our common stock could decline and you could lose all or part of your investment. 

Risks Related to Our Business 

We had previously restated our prior consolidated financial statements, which may lead to additional risks and uncertainties. 

We had restated our previously issued audited consolidated financial statements for the year ended December 31,2011, and the unaudited 
financial statements for the quarterly periods ended March 31, 2012, June 30, 2012, and September 30, 2012 mcluded in our Quarterly Reports 
on Forms 10-Q and the unaudited pro forma disclosures included in our Current Report on Form 8-K/A filed on December 17, 2012 (the 
"Relevant Periods"). The determination to restate these consolidated financial statements was made by our Board of Directors, based upon the 
recommendations of the Audit Committee and in consultation with management, following the identification of eirors related to the tuning of 
revenue recognition for certain commission payments during the Relevant Periods. 

As a result of these events, we have become subject to a number of additional risks and uncertainties, including unanticipated costs for 
legal fees in connection with or related to the restatements of the Relevant Periods. We may also be subject to Utigation and/or regulatory 
proceedings in connection with or related to the restatements of the Relevant Periods, and such event or events may have a n adverse effect on 
our business, financial condition, operating results and/or our stock price. 

If we are unable to implement and maintain effective internal control over financial reporting in the future, the accuratty and 
timeliness of our financial reporting may be adversely affected. 

As disclosed in Item 9A of this report, we had previously identified a material weakness in our intemal confrol over financial reporting as 
of December 31, 2012 that resulted in restatements of our previously issued audited consolidated financial statements for the year ended 
December 31, 2011. During 2013, we undertook specific steps to remediate the material weakness which resulted in our assessing our intemal 
confrol over financial reporting as effective as ofDecember 31,2013. 

We continue to expand our business through the acquisition of other businesses and technologies which will present special risks. 

We continue to expand our business in certain areas through the acquisition of businesses, technologies, products and services from other 
businesses. Acquisitions involve a number of special problems, including: 

* the need to incur additional indebtedness, issue stock or use cash in order to complete the acquisition; 

* difficulty integrating acquired technologies, operations and personnel with the existing business; 

* diversion of management attention in connection with both negotiating the acquisitions and integrating the assets; 

* strain on managerial and operational resources as management tries to oversee larger operations; 
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the fimding requfrements for acqufred companies may be significant; 

exposure to unforeseen liabilities of acquired companies; 

disputes related to eam-outs or other contractual matters post acquisition; 

increased risk of costiy and time-consuming litigation, including stockholder lawsuits; and 

* potential issuance of securities in connection with an acquisition with rights that are superior to the rights of our common 
stockholders, or which may have a dilutive effect on our common stockholders. 

We may not be able to successfully address these problems. Our future operatmg results will depend to a significant degree on our ability 
to successfully integrate acquisitions and manage operations while also controlling expenses and cash bum. 

We may change policies and business practices following acquisitions which may Have negative impact on the acquired business and 
our ability to retain k ^ employees ofthe acquired entity. 

As we continue to acquire businesses we may implement changes around how those acquisitions had traditionally conducted their 
business in order to drive standardization and efficiencies in the combined entity. Such changes may entail: 

* changing payment terms with energy suppliers; 

* conforming employee commission plans to match our existing plans; and 

* implementing our standard procurement process and procedures and documentation requfrements. 

These changes may have a negative impact on the continuing business and our ability to retain key personnel ofthe acquired entity. 

A prolonged recession, instability in the financial markets, and insufficient financial sector liquidity, could negatively impact our 
business. 

The consequences of a prolonged recession could include a lower level of economic activity and uncertainty regarding eneigy prices and 
the capital and commodity markets. A lower level of economic activity could result in a decline in energy consumption and further weakened 
commodity markets, which could adversely affect our revenues and future growth. Economic downturns or periods of high energy supply costs 
typically lead to reductions in energy consumption and increased conservation measures. Instability in the financial markets as a result of a 
recession or otherwise, as well as insufficient financial sector liquidity, also could affect the cost of capital and our ability to raise capital. 

If we are unable to rapidly implement some or all of our major strategic initiatives, our ability to improve our competitive position may 
be negatively impacted. 

Our sti^tegy is to improve our competitive position by implementing certain key strategic initiatives in advance of competitors, including 
the following: 

leveraging new products such as demand response, risk management, bill management and efficiency; 

continuing to develop channel partner relationships; 

strengthening and expanding long-term relationships with govemment agencies; 

push into the mid-market; and 

making sfrategic acquisitions. 

While we have made significant progress in pursuing these initiatives, we cannot assure you that we will be successful in executing 
against any of these key strategic mitiatives, or that our tune to market will be sooner than that of competitors. Some of these initiatives relate to 
new services or products for which there are no established markets, or in which we lack experience and expertise. If we are unable to continue 
to implement some or all of our key strategic in itiatives in an effective and timely manner, our ability to improve our competitive position may 
be negatively impacted, which would have a material adverse effect on our business and prospects. 

We currently derive a substantial amount of our revenue from the brokerage of electricity, and as a result our business is highly 
susceptible to factors affecting the electricity market over which we have no control 

We derived approximately 63 % of our revenue during 2013 from the brokerage of electricity. Although our reliance on the brokerage of 
electricity has diminished as we implemented our strategy to expand into other markets, we believe that our revenue will continue to be highly 
dependent on the level of activity in Ihe electricity market forthe near fumre. Transaction volume in the electricity market is subject to a number 
of variables, such as consumption levels, pricing trends, availability of supply and other 
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variables. We have no confrol over these variables, which are affected by geopolitical events such as war, threat of war, teirorism, civil unrest, 
political inst^biUty, environmental or climatic factors and general economic conditions. We are particularly vuhierable during periods when 
energy consumers perceive that electricity prices are at elevated levels since transaction volume is typically lower when prices are high relative 
to regulated utility prices. Accordingly, if electricity transaction volume declines sharply, our results will suffer. 

Our business is heavily influenced by how muck regulated utility prices for energy are above or below competitive market prices for 
energy and, accordingfy, any changes in regulated prices or cyclicality or volatility in competitive market prices heavily impacts our 
business. 

When energy prices increase in competitive markets above the price levels of the regulated utiUties, energy consumers are less likely to 
lock-in to higher fixed price contracts in the competitive markets and so they are less likely to use our auction platform. Accordingly, reduction s 
in regulated eneigy prices can negatively impact oin business. Any such reductions in regulated energy prices over a large geographic area or 
over a long period of time would have a material adverse effect on our business, prospects, financial condition and results of operations. 
Similarly, cyclicality or volatility in competitive market prices that have the effect of driving those prices above the regulated utility prices will 
make our auction platform less useful to energy consumers and will negatively impact our business. 

Our costs will continue to increase as we expand our business and our revenue mtty not increase proportionately, resulting in 
operating losses in the future. 

We have significantly increased our operating expenses as we expanded our brokerage capabilities to offer additional energy-related 
products, increased our sales and marketing efforts, developed our adminisfrative organization and made acquisitions. For the year ended 
December 31,2013 we had a pre-tax net loss of approximately $ 2.9 million. As we continue to invest in our business, we may incur operating 
losses. In addition, our budgeted expense levels are based, in significant part, on our expectations as to future revenue and are largely fixed in the 
short term. As a result, we may be unable to adjust spending in a timely manner to compensate for any unexpected shortfall in revenue which 
could compound those losses in any given fiscal period. 

We have a history of operating losses, which mtty make it difficult for you to evaluate our business and prospects. 

We have a histoiy of operating losses and, at December3l, 2013, we had an accumulated deficit of approximately $19.2 million. You 
must consider our business, financial history and prospects in light ofthe risks and difficulties we face as an early stage company with a limited 
operating history. 

Our success depends on the widespread adoption of purchasing electricity from competitive sources. 

Our success depends, in large part, on the willingness of CIG energy consumers to embrace competitive sources of supply, and on the 
ability of our energy suppliers to consistently source electricity at competitive rates. In most regions of Nortfi America, energy consumers have 
either no , or relatively little, experience purchasing electricity in a competitive environment. Although electricity consumers in deregulated 
regions have been switching from incumbent utilities to con^etitive sources, tiiere can be no assurance that the frend will continue. In a majority 
of states and municipalities, including some areas which are technically "deregulated", electricity is still provided by the incumbent local utiUty 
at subsidized rates or al rates that are too low to stimulate meaningful competition by other providers. In addition, exfreme price volatility could 
delay or impede the widespread adoption of competitive markets. To the extent that competitive markets do not continue to develop rapidly our 
prospects for growth will be constrained. Also, there can be no assurance that trends in govemment deregulation of energy will continue or will 
not be reversed. Increased regulation of energy would significantly damage our business. 

The online brokerage of energy and environmental commodities is a relatively new and emerging market and it is uncertain whether 
our auction model will gain widespread acceptance. 

The emergence of competition in the energy and environmental conunodities markets is a relatively recent development, and industry 
participants have not yet achieved consensus on how to most efficiently take advantage of the competitive environment. We believe that as the 
online energy brokerage indusfry matures, it is Ukely to become dominated by a relatively small number of competitors that can offer access to 
the largest number of competitive sup pliers and consumers. Brokerage exchanges with the highest levels of transaction volume will likely be 
able to offer bidders lower transaction costs and offer listers better prices, which we believe will increasingly create competitive barriers for 
smaller onUne brokerage exchanges. For us to capitalize on our poshion as an early entrant into this line of business, we will need to generate 
wide^read support for our auction platform and continue to rapidly expand the scale of our operations. Other online auction or non-auction 
strategies may prove to be more atfractive to the industry than our auction model. If an altemative brokerage exchange model becomes widely 
accepted in the electricity mdustiy and/or the envfronmental commodities brokerage industry we participate in, our business will be adversely 
affected. 
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Even if our auction brokerage model achieves widespread acceptance as the preferred means to transact energy and environmental 
products, we may be unsuccessful in competing against current and future competitors. 

We expect that competition for onlfrie brokerage of energy and envfronmental products will intensify in the near future m response to 
expanding restructured energy maricets that peimit consumer choice of energy soinces and as technological advances create incentives to 
develop more efficient and less costly energy procurement in regional and global markets. The baniers to entry into the onUne brokerage 
marke^lace are relatively low, and we expect to face increased competition fixim trad itional off-line energy brokers, other established 
participants in the energy industty, online services companies that can launch online auction services that are similar to ours and demand 
response and eneigy management service providers. 

Many of our competitors and potential competitors have longer operating histories, better brand recognition and significantly greater 
financial resources than we do. The management of some of these competitors may have more experience in implementing their business plan 
and stirategy and tfiey may have pre-existing commereial or other relationships with large listers and/or bidders which would give tfiem a 
competitive advantage. We expect that as competition in the online marketplace increases, brokerage commissions for the energy and 
environmental commodities industries will decline, which could have a negative impact on the level of brokerage fees we can chaige per 
transaction and may reduce the relative attractiveness of our exchange services. We expect tfiat our costs relating to marketing and human 
resources may increase as our competitors undertake marketing campaigns to enhance their brand names and to increase the volume of business 
conducted through thefr eschanges. We also expect many of our competitors to expend financial and other resources to improve tfiefr network 
and system infrastructure to compete more aggressively. Our inability to adequately address these and other competitive pressures would have a 
material adverse effect on our business, prospects, financial condition and results ofoperations. 

We depend on the services of our senior executives and other key personnel, the loss of whom could negatively affect our business. 

Our future performance will depend substantially on the continued services of our senior management and other key personnel, includfri g 
our chief information officer and our market directors. If any one or more of these persons leave their positions and we are unable to find 
suitable replacement personnel in a timely and cost efficient manner, our business may be dismpted and we may not be able to achieve our 
business objectives, including our ability to manage our growth and successfully implement our strategic initiatives. While we have employment 
agreements with certain of our senior management and key personnel, such agreements permit our employees to terminate tiieir employment at 
any time and for any reason and to provide only a notice to us prior to their departure. 

We must also continue to seek ways to retain and motivate all of our employees through various means, including through enhanced 
compensation packages. In addition, we wilt need to hire more employees as we continue to implement our key sfrategy of building on our 
market position and expanding our business. Competition for.q ualified personnel in the areas in which we compete remains strong and the pool 
of qualified candidates is limited. Our failure to attract, hire and retain quaUfied staff on a cost efficient basis would have a material adverse 
effect on our business, prospects, financial concUtion, results ofoperations and abiUty to successfully implement our growth strategies. 

We do not have contracts for fixed volumes with the bidders who use our auction platform and we depend on a small number of key 
bidders, and the partial or complete loss of one or more of these bidders as a participant on our auction platform could undermine our 
ability to execute effective auctions. 

We do not have contracts for fixed volumes with any of the bidders who use our auction platform. Two of these bidders accounted for 
20% in the aggregate of our revenue for the years ended December 31,2013 and 2012, respectively. The loss of these or other significant bidders 
will negatively unpact our operations, particularly in the absence of our ability to locate additional national bidders. We do not have agreements 
with any of these bidders preventing them from directly competing with us or utilizing competing services. 

We depend on a smflll number of key listers for a significant portion of our revenue, many of which are government entities that have 
no obligation to use our auction platform or continue their relationship with us, and the partial or complete loss of business of one or 
more of tiiese consumers could negatively affect our business. 

Our listers are comprised primarily of large businesses and govemment organizations. None of these listers individually represented more 
than 10% of our revenue forthe yeai^ ended December 31, 2013 and 2012, respectively. Our government contracts are typically for multiple 
years but are subject to government funding contingencies and cancellation for convenience clauses. Although our non-govemment contracts 
create a short-term exclusive relationship with the lister, typically this exclusivity relates only to the specific auction event and expires during the 
term ofthe energy contract. Accorduigly, we do not have ongoing commitments from tfiese listers to purchase any of thefr uicremental energy or 
environmental commodity requirements utilizing our auction platform, and they are not prohibited from using competing brokerage services. 
The loss ofany of tiiese key listers will negatively impact our revenue, particularly in the absence of our abiUty to attract additional listers to use 
our service. 
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We depend on our channel partners to establish and develop certain of our relationships with listers and the loss ofceriain channel 
partners could result in the loss ofceriain key listers. 

We rely on our channel partners to establish certain of our relationships witfi listers. Our ability to maintain our relationships with our 
channel partners will impact our operations and revenue. We depend on the financial viability of our channel partners and their success in 
procuring listers on our behalf One of our channel partners was involved with identifymg and qualifyfrig listers which entered into confracts that 
accounted for 9% and 12% of our revenue for the years ended December 31,2013 and 2012, respectively. Channel partners may be involved in 
various aspects of a deal including but not limited to lead identification, the selling process, project management, data gathering, contract 
negotiation, deal closing and post-auction account management. To the extent that a chatmel partner ceases to do business with us, or goes 
bankmpt, dissolves, or otherwise ceases to carry on business, we may lose access to that channel partner's existing client base, in which case the 
volume of energy traded through the World Energy Exchange ® will be adversely affected and our revenue will decline. 

Our busings depends heavily on information technology systems the interruption or unavailability of which could materially damage 
our operations. 

The satisfactory performance, reliability and availability of our exchange, processing systems and network infrastmcture are critical to our 
reputation and our ability to atfract and retain listers and bidders to our exchanges. Our efforts to mitigate systems risks may not be adequate and 
the risk of a system failure or intermption cannot be eliminated. Although we have never experienced a material unscheduled interruption of 
service, any such interrupt ion in our services may result in an immediate, and possibly substantial, loss of revenue and damage to our reputation. 

Our business also depends upon the use of the Intemet as a transactions medium. Therefore, we must remain cuirent with Intemet use and 
technology developments. Our cunent technological architectore may not effectively or efficiently support our changuig business requirements. 

Any substantial increase in service activities or fransaction volume on our exchanges may require us to expand and upgrade oiu* 
technology, transaction processing systems and network infrastmcture. Although we continually monitor infrastmcture perfonnance and plan for 
scalabitity, tfiere can be no assurance that we will be able to successfully do so, and any failu re could have a material adverse effect on our 
business, results ofoperations and financial condition. 

Breaches of online security could damage or disrupt our reputation and our ability to do business. 

To succeed, online communications must provide a secure fransmission of confidential information over public networks. Security 
measures that are implemented may not always prevent security breaches that could harm our business. Although to our knowledge we have 
never experienced a breach of online securit y, compromise of our security could harm our reputation, cause users to lose confidence in our 
security systems and to not source tfieir energy and environmental commodities using our auction platfonn and also subject us to lawsuits, 
sanctions, fines and other penalties. In addition, a party who is able to cfrcumvent our security measures could misappropriate proprietary 
information, cause intenuptions in our operations, damage om computers or those of our users, or otherwise damage our reputation and busings. 
Our insurance policies may not be adequate to reimburse us for losses caused by security breaches. 

We may need to expend significant resources to protect against security breaches or to address problems caused by breaches. These issues 
are Ukely to become more difficult and costly as our business expands. 

We depend on third-party service and technology providers and any loss or break-down in those relationships could damage our 
operations significantly if we are unable to find altemative providers. 

We depend on third-party providers for web hosting of our online auction system, data management and other systems, as well as 
commtmications and networking equipment, computer hardware and software and related support and maintenance. There can be no assurance 
that any of these providers will be able to continue to provide these services without interruption and in an efficient, cost-effective mannei or that 
they wiU be able to adequately meet our needs as our transaction volume increases. An intermpt ion in or the cessation of such thfrd-party 
services and our inability to make altemative arrangements in a timely manner, or at all, could have a material adverse effect on our business, 
financial condition and operating results. There is also no assurance friat any agreements that we have in place with such third-party providers 
will be renewed, or if renewed, renewed on favorable terms. 
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To the extent that we expand our operations into foreign markets, additional costs and risks associated with doing business 
internationally will apply. 

It is possible tiiat we will have international operations in the future. These operations may include the brokering of green credits m 
countries signatory to intemational freatises and the brokering of eneigy in other geographic maricets where we believe the demand for our 
services may be stixing. To the extent we enter geographic markets outside ofthe U.S. our uitemational operations will be subject to a number of 
risks and potential costs, inchidjng: 

different regulatory requirements goveming the energy maricetplace; 

difficulty m establishmg, staffing and managing intemational operations; 

regulatory regimes goveming the Intemet and auctioneering that may limit or prevent our operations in some jurisdictions; 

different and more stringent data privacy laws; 

differing uitellecmal property laws; 

differing confract laws that prevent the enforceability of agreements between energy suppUers and energy consumers; 

the imposition of special taxes, uicludmg local taxation of our fees or of tt^nsactions through our exchange; 

strong local competitors; 

cunency fluctuations; and 

political and economic instability. 

Our failure to manage th^ risks associated with intemational operations could limit the future growth of our business and adversely affect 
our operating results. We may be required to make a substantial financial investment and expend significant management efforts in connection 
with any intemational expansion. 

The application of taxes including sales taxes and other taxes could negatively affect our business. 

The application of indirect taxes (such as sales and use tax, value added tax, goods and services tax, business tax, and gross receipt tax) to 
e-commerce businesses and our users is a complex and evolving issue. Many ofthe fundamental statutes and regulations that impose these taxes 
were established before the growth ofthe Intemet and e-commerce. In many cases, it is not clear how existing stamtes apply to the Intemet or e-
comme rce. In addition, some jurisdictions have implemented or may implement laws specifically addressing the Intemet or some aspect of e-
conunerce. The application of existing or future laws could have adverse effects on our business. 

Several proposals have been made at the state and local level that would impose additional taxes on the sate of goods and services through 
the Intemet. These proposals, if adopted, could substantially impair the growth of e-commerce, and could diminish our opportunity to derive f 
inancial benefit from our activities. The U.S. federal govemment's moratorium on states and other local authorities imposing access or 
discriminatory taxes on tiie Internet is effective through November 1, 2014. This moratorium, however, does not prohibit federal, state, or local 
authorities from collecting tax^ on our income or generally from collecting taxes tiiat are due under existing tax mles. 

In conjunction with tfie Streamlined Sales Tax Project — an ongoing, multi-year effort by certain state and local governments to require 
collection and remittance of distant sales tax by out-of-state sellers — bills have been introduccKl in the U.S. Congress to overtum the Supreme 
Court's Quill decision, which limits the ability of state governments to require sellers outside of their own state to collect and remit sales taxes 
on goods purchased by in-state residents. An overturning ofthe ^ui7/ decision would harm our users and our business. 

The passage of new legislation and the imposition of additional tax requirements could increase the costs to bidders and Usters using our 
auction platform and, accordingly, could harm our business. There have been, and will continue to be, ongoing costs associated with complying 
with the various indirect tax requirements in the numerous states, localities or countries in which we cunently conduct or will conduct business. 

V.S. federal or state legislative or regulatory reform ofthe current systems governing commodities or energy may affect our ability to 
conduct our business profitably. 

We are cunently not regulated as an energy provider or commodities dealer. Changes to tiie laws or regulations goveming activities 
related to commodities trading or energy procurement, supply, distribution or sale, or transacting in energy-related products or securities could 
adversely affect tfie profitability of our brokerage operations or even our ability to conduct auctions. Changes to the 
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current regulatory framework could result in additional costs and expenses or prohibit certain of our cunent business activities or future business 
plam. We cannot predict the form any such legislation or rule making may take, the probability of passage, and tiie ultimate effect on us. 

Risks Relating to Our Energy Efficiency Business 

Our business depends in part on support from gas and electric utiUties for energy efficient^, and a decline in such support could harm 
our business. 

Our energy efficiency services business depends in large part on govemment legislation and policies that support energy efficiency 
projects and that enhance the economic feasibiUty of our energy efficiency services for customers. Several of the states in which we operate 
support our customers* investments in energy efficiency through legislation and regulat ions that provide financial incentives for customers to 
procure our energy efficiency services. 

Our customers frequentiy depend on these programs to help justify the costs associated with, and to finance energy efficiency projects. If 
any of these incentives are adveraely amended, eliminated or not extended beyond thefr current expiration dates, or if funding for these 
incentives is reduced, it could adversely affect our ability to complete projects for our existing customers and obtain project commitments from 
new customers. 

Failure of our subcontractors to properly perform their services in a timely manner could cause delays in the delivery of our energy 
efficiency projects which could damage our reputation, have a negative impact on our relationships with our customers and adversely 
affect our growth. 

Our success depends on our ability to provide quality, reUable energy efficiency services in a timely manner, which in part requires the 
proper removal and installation of lighting, mechanical and electrical systems by our subcontractors upon which we depend. Substantially all of 
our ^ergy efficiency solutions are installed by subconfractors. Any delays, malfunctions, inefficiencies or intemiptions in our energy efficiency 
services caused by improper ins tallation by our subcontractors could cause us to have difficulty retaining current customers and atfracting new 
customers. Such delays could also result in additional costs that could affect the profit margin of our projects. In addition, our brand, reputation 
and growth could be negatively impacted. 

Our energy efficiency activities and operations are subject to numerous health and safety laws and regulations, and if we violate such 
regulations, we could face penalties and fines. 

We are subject to numerous health and safety laws and regulations in each of the jurisdictions in which we operate. These laws and 
regulations requfre us to obtain and mauitain permits and approvals and implement health and safety programs and procedures to control risks 
associat ed with our energy efficiency projects. If our compliance programs are not successful, we could be subject to penalties or to revocation 
of our peimits, which may require us to curtail or cease operations of the affected projects. Violations of laws, regulations and peimit 
requirements may also result in criminal sanctions or injunctions. 

Our costs of complying with cunent and fiimre health and safety laws, regulations and peimit requirements, and any liabiUties, fines or 
other sanctions resulting from violations of them, could adversely affect our business, financial condition and operating results. 

Our retrofitting process often involves responsibility for the removal and di^osal of components containing hazardous materials and 
at times requires that our subcontractors work in hazardous conditions, either of which could give rise to a claim against us. 

When we refrofit a customer's facility, we typically assume responsibility for removing and disposing of its existing lighting fixtures. 
Certain components of these fixtures contain trace amounts of mercury and other hazardous materials. Older components may also contain trace 
amounts of polychlorinated biphenyls, or PCBs. We utilize licensed and insured hazardous wastes disposal companies to remove and/ or di^xtse 
of such components. Failure to properly handle, remove or dispose of the components containing these hazardous materials in a safe, effective 
and lawful manner could give rise to liability for us, or could expose our workers or otfier persons to these hazardous materials, which could 
result in claims against us. A successful personal injury claim against us that is not covered by insurance or is in excess of our available 
insurance limits could require us to make significant payments of damages and could materially adversely affect our results of operations and 
fin^cial condition. 

Rislcs Relating to InteUectuai Property 

We may be unable to adequately protect our intellectual property, which could harm us and affect our ability to compete effectively. 

We have developed proprietary software, logos, brands, service names and web sites, including our proprietaiy auction platform. We have 
taken certain limited steps to protect our proprietary intellectual property (including consulting with outside patent 
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and trademark counsel regarding protection of our intellectual property and implementing a program to protect our trade secrets). While we have 
been issued a patent, the patent relates to a computer implemented method for detennining an optimal award schedule for satis&ction of energy 
efficiency and energy supply requirements for a portfolio of one or more buildings. We have not applied for any patents for our auction platform. 
We have registered the following trademarks in the U.S. and certain otiier countries: World Energy Solutions ®, World Green Exchange *, 
World DR Exchange *'and World Energy Exchange *and filed applications for tfiese trademarks in additional coimfries. The steps we have taken 
to protect our intellectual property may be inadequate to deter misappropriation of our proprietaiy information or deter independent development 
of similar technologies by others. We may not be able to prevent the unauthorized disclosure or use of our technical knowledge or trade secrets 
by consultants, vendors, fbimer employees and current employees, despite the existence of confidentiality agreements and otfier contractual 
restrictions. If our intellectual property rights are not adequately protected, we may not be able to continue to commercialize our services. We 
may be unable to detect the unauthorized use of, or take adequate steps to enforce, our intell^tual property rights. In addition, certain of our 
trade names may not be eligible for protection if, for example, they are generic or in use by another party. Accordingly, we may be unable to 
prevent competitors fiom using trade names that are confusingly similar or identical to ours. 

Our auction platform, services, technologies or usage of trade names could infringe Ihe intellecmal property rights of others, which 
may lead to litigation that could itself be costfy, could result in the pigment of substantial damages or royalties, and/or prevent us from 
using technology that is essential to our business. 

Althou^ no thfrd party has threatened or alleged that our auction platform, services, technologies or usage of trade names infringe their 
patents or other intellectual property rights, we cannot assure you that we do not infringe the patents or other intellecmal property rights of thfrd 
parties. 

Infringement and other intellectual property claims and proceedings brought against us, whether successful or not, could result in 
substantial costs and harm to our reputation. Defending our intellectual property rights could result in the expenditure of significant financial and 
managerial resources, which could adversely affect our business, financial condition, and operating results. If our business is successful, the 
possibility may increase that others will assert infiingement claims against us. 

We use intellectual property licensed fixim third parties in oiu* operations. There is a risk tfiat such licenses may be terminated, which 
could significantly dismpt our business. In such an event, we may be required to spend significant time and money to develop a non-infringing 
system or process or license intellectual property that does not infringe upon the rights of that other party or to obtain a license for the intellectual 
property from the owner. We may not be successful in that development or any such license may not be available on commerciaUy acceptable 
teims, if at all. In addition, any Utigation could be lengthy and costiy and could adversely affect us even if we are successful in such litigation. 

Our corporate name and certain of our trade names may not be eligible for protection if, for example, they are generic or in use by another 
party. We may be unable to prevent competitors from using frade names or corporate names that are confusuigly similar or identical to ours. 

Rislcs Relating to Ownership of Our Common Stock 

Our corporate documents and Delaware law make a takeover of our Company more difficult, we have a classified board of directors 
and certain provisions of our certificate of incorporation and by-laws require a super-majority vote to amend, all of which may prevent 
certain changes in control and limit the market price of our common stock. 

Our charter and by-laws contain provisions that might enable our management to resist a takeover of our Company. Our certificate of 
incorporation and by-laws establish a classified board of directors such that our directors serve staggered three-year terms and do not all stand 
for re-election every year. In addition, any action required or permitted to be taken by our stockholders at an annual meeting or special meeting 
ofstockholdersmay only betaken if it is properly brought before the meeting and may not be taken by written action in lieu of a meeting, and 
special meetings of the stockholders may only be called by the chairman of the Board, the Chief Executive Officer or our Board. Further, our 
certificate of incoiporation provides that directors may be removed only for cause by the affinnative vote of the holders of 75% of our shares of 
capital stock entitied to vote, and any vacancy on our Board, including a vacancy resulting from an enlargement of our Board, may only be filled 
by vote of a majority of our directors then in office. In addition, our by-laws estabUsh an advance notice procedure for stockholder proposals to 
be brought before an annual meeting of stockholders, including proposed nominations of persons for election to the Board. These provisions of 
our certificate of incorporation and by-laws, including those setting forth the classified board, require a super-majority vote of stockholders to 
amend. These provisions might discourage, delay or prevent a change in the control of our company or a change in our management These 
provisions could also discourage proxy contests and make it more difficult for you and other stockholdera to elect directors and take other 
coiporate actions. The existence of these provisions could limit the price that investors might be willing to pay in the ftiture for shares of our 
common stock. 
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Because our stock trading volume is low historically, you may not be able to resell your shares at or above your purchase price 

We cannot predict the extent to which investors* interests will provide an active frading market for our common stock or whether the 
market price of our common stock will be volatile. The following factors, many of which are outside of our confrol, could cause the maricet price 
of our common stock to d ecrease significantly fiom recent prices: 

* loss of any of the major listers or bidders using our auction platform; 

* departure of key personnel; 

* variations in our quarteriy <q)erating results; 

* announcements by our competitors of significant contracts, new fransaction capabiUties, enhancements, lower fees, 
acquisitions, disfribution partoerships, joint ventores or capital commitments; 

* changes in govemmentai regulations and standards affecting the energy industry and our products, including in^lementation 
of additional regulations relating to consumer data privacy; 

* decreases in financial estimates by equity research analysts; 

* sales ofcommon stock or otiier securities by us in the fiiture; and 

* fluctuations in stock market prices and volumes. 

In the past, securities class action Utigation often has been initiated against a company following a period of volatility in the market price 
ofthe Company's securities. If class action Utigation is initiated against us, we will incur substantial costs and our mana gement's attention will 
be diverted from our operations. All of these factors could cause the market price of our stock to decline, and you may lose some OT all of your 
investment. Also due to the size ofthe maricet capitalization of our shares, the market for our common stock may be volatile and may not affo^ 
a high level of Uquidity. 

Our directors, executive officers and affiliates have substantial control over us and could limit your ability to influence the outcome oj 
key transactions, including changes of control 

As of December3J, 2013 our executive officers and directors, affiliates and entities affiliated with them, beneficially own, in tbe 
aggregate, approximately 17 % of our outstanding common stock. Our executive officers, dfrectors, affiUates and affiliated entities, if acting 
together, would be able to confrol or influence significantly all matters requiring approval by our stockholders, including the election of directors 
and the approval of mergers or other significant corporate transactions. These stockholders may have interests tfiat differ from yours, and they 
may vote in a way with which you disagree and that may be adverse to your interests. The concentration of ownership of our common stock may 
have the effect of delaying, preventing or deterring a change of confrol of our company, could deprive our stockholders of an opportunity to 
receive a premium for thefr common stock as part of a sale of our company, and may affect the market price of our common stock. 

Item IB. Unresolved Staff Comments 

None. 

Item 2. Properties 

We do not own any real property. We lease the business premises in the following locations for the stated principal uses: 

Location 

1215 19* SfrwtNW, Washington^ DC (2) 
W ^ ^ ^ ^ j ^ ^ ^ i ^ ^ l ^ p ^ i PA (3) 
6500 Emerald Parkway, DubUn, OH (4) 
M?aplUd^j^smiWfilli^^<(5) 
174 Soutti Road, Enfield, CT (6) 

2626 Cole Avenue, Dallas, TX (8) 

2000 Town Center, Suite 1900, Soutfifield, MI (10) 

Floor Space 
(Sq,Ft.) 

200 
^ 5 0 
3,571 
4;m 

13,350 
2l5^9 
4,199 
3,096 

198 

Principal Use 
• Bte^^'i^fiice imd general^^^ 
Branch office 
fiiari^iipfflt^. 
Branch office 
:B^m:iij>Mce . 
Branch o^ce 
Bran^'office 
Branch office 
Branch offibe 
Branch office 

"^ji'Tiv'-^^??"'-
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Note: 

(1) Pursuant to a 123-month lease agreement with Bericley Investments, Inc., expiring October31, 2022, at a monthly rate of $20,408 
escalating to $30,254 at an mcreased floor space of 14,971 square feet, including a base charge for operating expenses and taxes. 

(2) Pursuant to an at will lease agreement with Roosevelt Land, LP, at a monthly rate of $2,800 including a base charge for operating expenses 
and taxes. 

(3) Pursuant to a six-month lease agreement with Regus Management Group, LLC, expfring March 31, 2014 at a monthly rate escalating to 
$3,283 plus certain operating expenses. 

(4) Pursuant to a 62-month lease agreement with BRE/COH OH, LLC, expfring March 31, 2018, at a monthly rate escalating to $3,869, plus 
certain operating expenses and taxes. 

(5) Pursuant to a five-year lease a^-eement witfi Alcap Associates, expiring November 30, 2015, at a monthly rate escalating to $1,782, plus 
certain operating expenses and taxes. 

(6) Pursuant to a five-year lease agreement with 174 South Management, LLC, expiring September 30, 2017, at a monthly rate of $10,013, 
plus certain operating expenses and taxes. 

(7) Pursuant to a five-year lease agreement with GC Museum Farmers, LP, terminated January 31,2014 at a monthly rate escalating to $6,558, 
plus certain operating expenses and taxes. A five-year lease commenced Febmary 1, 2014 for floor space of 1,489 square feet, with 
monthly rent escalating to $3,615. 

(8) Pursuant to a 66-montii lease agreement with VRS/TA - Cole / Woodview, LP, expiring November 30, 2017 at a monthly rate escalating 
to $9,098, including a base charge for operating expenses and taxes. 

(9) Pursuant to a 64-montii lease agreement with 1225 North Loop Investtnents, Inc., expiring April 30, 2014, at a montiily rate of $4,506 
including a base charge for operating expenses and taxes. 

(10) Pursuant to a 24-month lease agreement with Regus Management Group, LLC, expiring Febmary 28,2015, at a monthly rate escalating to 
$1,699, plus certain operating expenses and taxes. 

Item 3. Legal Proceedings 

Three foimer employees/consultants of GSE Consulting, LP ("GSE") have filed three separate complaints in Texas County Court 
alleging, among other things, claims related to breach of contract, quantom memit, promissory estoppel, and tortious interference. Each plaintiff 
claims that GSE and/or we failed to pay commissions due for services tiiat they provided prior to the date of the Company's purchase of certain 
GSE assets, based on their respective employment or independent contractor agreements with GSE. Each plaintiff has also asserted claims for 
recovery of their attorneys' fees. We deny tbe allegations and have filed counterclaims for damages, asserting claims for conversion, unjust 
enrichment, misappropriation of confidential information, and violation of the Texas Theft Liability Act against each of the plaintiffs. We have 
also filed a counterclaim against one of the plaintiffs for her breach of a non-competition and non-soUcitation agreement, based on her working 
for a competitor of ours during her one-year restrictive period and her improper solicitation of foimer GSE customers on behalf of the 
competitor. We also filed cross claims against GSE for indemnification under the Asset Purchase Agreement in each ofthe three cases. In two of 
tfiese cases, the Plaintiffs have asserted claims against GSE affiUates and their individual principals. The GSE affiliates and principals have also 
asserted cross claims against us seeking indemnification under the Asset Purchase Agreement. In December 2013, GSE amended its cross claims 
fri one ofthe matters to include claims asserting breaches ofthe eamout provisions in the Asset Purchase Agreement. Also, m December 2013, 
we entered into mediation discussions with one ofthe plaintiffs. As a result, we agreed to pay the plaintiff a certain settlement that is subject to a 
confidentiality clause. Such amount was not material to our consolidated operating results or financial position. In retom, the plaintiff agreed to 
drop all clafrns against us including all claims related to commissions due for past service. The settiement agreement was signed and filed with 
the court in Januaiy 2014. The Court assigned a trial date of May 5,2014 foi the cross claims remaining in the matter. Discoveiy has concluded 
in the remauiing two matters and the court has assigned a trial date of September 29,2014 for one of the cases. The remaining case is awaitmg 
assignment of a trial date. We are awaiting a decision on its motion for summaiy judgment seeking dismissal of all claims against one of the two 
remaining plaintiffs, and are in the process of filing a motion for siunmary judgment against the other plaintiff. 

We have estimated the potential commissions allegedly due to the two remaining plaintiffs to be approximately $0.3 million. We have not 
recorded any accrual for contingent liabilities associated with the legal proceedings described above based on our belief that any potential loss, 
while reasonably possible, is not probable. We intend to defend these actions vigorously and are cunently unable to estimate a range of 
payments, if any, we may be required to pay, with respect to these claims. Further, we beUeve that the resolution of these matters wiU not result 
in a material effect to our consolidated financial statements. However, due to uncertainties 
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that accompany Utigation of tfiis natore, there could be no assurance that we will be successful, and the resolution of the lawsuits could have a 
material ei^ct on our consoUdated financial statements. 

From time to time, we may be subject to legal proceedmgs and claims arising from the conduct of our business operations, including 
litigation related to employment matters. While it is impossible to ascertain the ultimate legal and financial liability with respect to contingent 
liabiUties, including lawsuits, we beUeve that the aggregate amount of such UabiUties, if any, will not have a ma terial adverse effect on our 
consolidated financial position and/or results of operations. It is possible, however, that future financial position or results of operations for any 
particular period could be materially affected by changes in our assumptions or strategies related to those contingencies or changes out of our 
control. 

Item 4. Mine Safety Disclosures 

None. 
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PART II 

Item 5. Market for Registrant's Common Eouitv. Related Stocicholder Matters and Issuer Purchases of Eouitv Securities 

We trade on the NASDAQ Capital Maiket under the symbol XWES. Our common stock began trading on the TSX on Nov^nber 16, 
2006, and on flie NASDAQ on April 6,2009. Prior to trading on the TSX, tfiere was no established public trading maricet for our common slock. 
Effective at the close of traduig on December 31,2010, we voluntarily delisted from the TSX. 

S's): 
The following table sets forth the high and low closing prices per share reported on tiie NASDAQ for the years 201 3 and 2012 (in U.S. 

2013^ 

Secondquarter 

Fourth quarter 

mmmmy: 
First quarter 
— ? s j * s * : M C » i r i - -:.••-•> 

m ^ Low 

Tlmdiquarter 

5,30^ 
4.17 
^95"-
4.25 

5.04 
4v7g;' 
4.42 

$ 
$ 

• i 
$ 

$ 
-̂̂ $ 
$ 

•'4 

3.56 

3.20 

• \ . - ^ : - • 

2.83 On March 21,2014, thelastreportedsalepriceof our common stock on the NASDAQ was $4.75 per share and there were 85 holders of 
record of our common stock. 

We have never declared or paid any cash dividends on our common stock. We cunently intend to retain our future eamings, if any, to 
finance tiie expansion of our business and do not expect to pay any dividends in the foreseeable future. 

Information regardmg our equity compensation plans requfred by this item is incoiporated by reference to the iitfoimation appearing 
under the caption "Equity Compensation Plan Infonnation" in our definitive Proxy Statement for the 201 4 Annual Meeting of Stockholders. 

On January 9,2014, we received a letter as part of a 13D filing from Ardsley Partners and its affiliates ("Ardsley"), a 7.5% owner of our 
shares, regarding the strategic direction and Board composition of the Company. In particular, Ardsley believes that we should regain focus on 
the Energy Procurement business, cease all investments into the Energy efficiency services segment and explore a sale of those assets. On March 
11, 2014 we entered into a Settlement and Standstill Agreement with Ardsley to increase the size of our Board from five to seven and appoint 
two new dfrectors to the Board unmediately. In addition, we agreed to foim a Strategic Alternatives Committee to work with management and 
professional advisors to identify and review financial and strategic alternatives to enhance our revenue and value. We note that no decision had 
been made to pursue any transaction and that there can be no assurance tfiat the strategic review process will result in the completion of any 
particular course of action or transaction. 

Repurchase of Equity Securities 

In connection with the vesting of resfricted stock granted to employees, we withheld shares witii value equivalent to employees* minimum 
stamtoiy obligations for the applicable income and other employment taxes. A summary of the shares withheld to satisfy employee tax 
withholding obUgations forthe three months ended December 31,2013 is as follows: 

Period 

11/01/13-11/30/13 

Total 

Totai Number of 
Shares 

Purchased 

39 

39 

Average Price 
Paid Per Share 

$ " • • • " • • • ; : -

$ 3.93 
• $ ' 

$ 3.93 

Total Number of 
Shares 

Furctiased As 
Part of Publicly 

Announced 
Plans or 

Prc^rams 

Maximum 
Number of 

Shares That 
May Yet Be 
Purchased 

Under The Plan 
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Item 6. Selected ConsoUdated Financial Data 

Not applicable. 

Item 7. Manapement*s Discussion and Analysis of Financial Condition and Results ofoperations 

You should read the following discussion and analysis of our financial condition and results ofoperations together with our consolidated 
financial statements and related notes appearing elsewhere in this Annual Report on Form lO-K. Some ofthe information contained in this 
discussion and analysis includes forward-looking statements that involve risks and uncertainties. You should review the "Risk Factors" section 
of this Annual Report for a discussion of important factors that could cause actual resxdts to differ materially from the results described in or 
implied by the forward-looking statements contained in the following discussion and analysis. 

Overview 

World Energy offers a range of energy management solutions to commercial and industrial businesses, instimtions, utilities, and 
governments to reduce thefr overall energy costs. We come to maiket with a holistic approach to energy management helping customers a) 
conttact for a competitive price for energy, b) engage in energy efficiency projects to min imize quantity used and c) pursue available rebate and 
incentive programs. We made our mark on the indusfry with an innovative approach to procurement via our online auction platform, the Worid 
Energy Exchange "̂ . With recent investments and acquisitions, we are building out om energy efficiency practice by engaging new customers 
while also pursuing more cross-selling opportunities for our procurement services. 

Wc provide energy management services utilizing state-of-the-art technology and the experience of a seasoned management team to bring 
lower energy costs to its customers. We use a simple equation 

E = P Q - i 

to help customers to understand the holistic nature of the energy management problem. Total energy cost (E) is a function of Energy Price 
(P) times the Quantity of Energy Consumed (Q), minus any rebates or incentives (i) tfie customer can eam. This approach not only makes energy 
management more approachable for customers, simplifying what has become an increasingly dynamic and complex problem, it also highlights 
the inter-related nature of the enei^ management challenge. We assert that point solution vendors may optimize one of the three elements, but 
we believe it takes looking at the problem holistically to unlock tiie most savings. 

Acquisitions 

Acquisitions are an important component of our business stt^tegy. Our focus is on both our core procurement business as well as new 
product lines within the energy management services industry such as energy efficiency services. 

On October 3, 2012, we acquired substantially all ofthe assets and assumed certain obligations of Northeast Energy Partners, LLC 
("NEP") pursuant to an Asset Purchase Agreement (the "Asset Purchase Agreement") between us, NEP, and its membera. NEP was a 
Connecticut based ener gy management and procurement company. The purchase price was approximately $7.9 million in cash and a $2.0 
milUon Promissory Note with NEP (the "NEP Note"). The NEP Note bears interest at an annual rate of 4% with $1.5 million of principal plus 
interest due on October 1, 2013 and the remaining $500,000 of principal plus interest due April I, 2014. NEP could have eamed up to an 
additional $2.5 million in cash and 153,153 ui shares based on achieving certain revenue and eamings before interest, taxes, depreciation and 
amortization ("EBITDA'*) targets for the 12-montii period endmg September 30, 2013, as defined. On October 1, 2013, we made the $1.5 
million principal and interest payment against the NEP Note. In addition, on December 31,2013, we paid NEP $1.25 million and issued 76,577 
shares of common stock representing the final contingent consideration payment for this acquisition. As a resuh, we decreased the accmed 
contingent consideration related to NEP by $0.6 million to $0 at December 31,2013. 

During the third and fourtii quarters of 2011 we acquired the energy procurement business of Co-eXprise, Inc. ("Co-eXprise"), Northeast 
Energy Solutions, LLC ("NES") and GSE Consulting, LP ("GSE"). These acquisitions expanded our capabilities in the Energy efficiency 
services segment, enabled us to enter the growing small- and medium-sized customer Energy procurement marketplaces, and consolidate the 
large commercial, industrial and government auction space. With the acquisition of NES, we are managing the business as two business 
segments: Energy procurement and Energy efficiency services. 
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Our business model is heavily dependent on our people. We have significantiy grown our employee base from 20 at the lime of our initial 
public offering ia November 2006 to 12 6 at December 31, 2013. This planned frivestment ui staffing has been, and will continue to be, a key 
component of our sttategic initiatives and revenue growth. These infrasttucture investtnents will result in increased operating costs in tfie short-
term, but in the long-term we expect them to generate cash flow and profitabiUty as we build the incremental revenue. To date we have funded 
our acquisitions and strategic investments primarily with cash on-hand, notes payable, cash from operations and, most recently, long-term notes 
payable. We have also defened portions of the purchase prices through the use of eam-outs that are tied to the ongoing performance of the 
acquired entity. Through the utilization of seller notes and eam-outs, we have been able to finance a portion of the cost of the acquisitions over 
time with the targets* ongoing cash flow. These acquisition activities will increase our operating costs botfi in the short and long-term and may 
require us to borrow against our current credit faciUty and/or raise funds through additional capital raises. 

Operations 

Revenue 

Retail Electricity Transactions 

We eam a monthly commission on energy sales confracted through our online auction platfonn from each bidder or energy suj^Uer based 
on the energy usage fransacted between tfie bidder and lister or energy consumer. Our commissions are not based on the retail price for 
electricity; rather on the amount of energy consumed. Commissions are calculated based on the volume of energy usage transacted be tween the 
ene i^ suppUer and energy consumer multiplied by our contractual commission rate. Our confractual commission rate is negotiated with the 
eneigy consumer on a procurement-by-procurement basis based on energy consumer specific circumstances, including the size of auction, the 
effort required to organize and run the respective auction and competitive &ctors, among others. Once the confracmal commission is agreed to 
with the energy consumer, all energy suppliers participating in the auction agree to that rate. That commission rate remains fixed for the duration 
ofthe contractual term regardless of energy usage. Energy consumers provide us with a letter of authorization to request thefr usage history from 
the local utility. We then use this data to compile a usage profile for that energy consumer that will become tfie basis for the auction. This data 
may also be used to estimate revenue on a going forward basis, as noted below. 

Historically, our revenue and operating results have varied from quarter-to-quarter and are expected to continue to fluctuate in the fiiture. 
These fluctuations are primarily due to the buying pattems of our wholesale and natural gas customera, which tend to have large, seasonal 
purchases during the fourth and first quarters an d electricity usage having higher demand in our second and third quarters. In addition, die 
activity levels on the World Energy Exchange *' can fluctoate due to a number of factors, including maricet prices, weather conditions, energy 
consumers' credit ratings, the ability of suppliers to obtain financing in credit markets, and economic and geopolitical events. To the extent these 
factors affect the purchasing decisions of energy consumers our future results ofoperations may be affected. Contracts between energy suppUers 
and energy consumers arc signed for a variety of term lengths, with a one to two year contract teim bemg typical for commercial and mdusfrial 
energy consumers, and govemment conttacts typically having two to three year terms. 

We do not invoice our electricity energy suppliers for monthly commissions eamed and, therefore, we report a substantial portion of our 
receivables as "unbilled." Unbilled accounts receivable represents management's best estimate of energy provided by the energy supp licrs to the 
energy consumers for a specific completed time period at contracted commission rates and is made up of two components. The first component 
represents energy usage for which we have received acmal data from the supplier and/or the utility, but for which payment has not been received 
at the balance sheet date. The majority of our contractual relationships with energy suppliers require tiiem to supply actual usage data to us on a 
monthly basis and remit payment to us based on that usage. The second component represents eneigy usage for which we have not received 
actual data, but for which we have estimated usage. Conunissions paid m advance by certain bidders are recorded as deferred revenue and 
amortized to commission revenue on a montiily basis on the energy exchanged that month. 

Retail Natural Gas Transactions 

There are two primaiy fee components to our retail natural gas services: transaction fees and management fees. Transaction fees are billed 
to and paid by the energy supplier awarded business on the platform. These fees are established prior to award and are the same for each 
supplier. For the majority of our natural gas transactions, we bill the supplier upon the conclusion of the transaction based on the estimated 
energy volume transacted for the entire award term multiplied by the transaction fee. Management fees are paid by our eneigy consumers and are 
generally billed on a monthly basis for services rendered based on teims and conditions mcluded in contt^ctual arrangements. While 
substantially all of our retail natural gas transactions are accounted for in accordance with this policy, a significant percentage is accounted for as 
the natural gas is consumed by the energy consumer and recognized as revenue in accordance with the retail electricity transaction revenue 
recognition methodology described above. 
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Mid-Market Transactions 

We eam a monthly commission on energy sales from each energy supplier based on the eneigy usage transacted between tfie energy 
supplier and energy consumer. The commissions are not based on the retail price for electricity but rather on tbe amount of energy consumed. 
Commissions are calculated based on die eneigy usage fransacted between the energy supplier and energy consumer multiplied by our 
confractoal commis sion rate. Revenue from commissions is recognized as eamed over the life of each contract as energy is consumed, provided 
there is persuasive evidence of an anangement, the sales price is fixed or determinable, collection ofthe fee is reasonably assured, and customer 
acceptance criteria, if any, has been successfully demonstrated. We generally recognize revenue on these transactions when we have received 
verification from the elecfricity suppUer of the end-users power usage and electiicity supplier's subsequent collection of the fees billed to the end 
user. The verification is generally accompanied with payment of the agreed upon fee to us, at which time the revenue is recognized. 
Commissions paid in advance are recorded as customer advances and are rcco^iized montiily as commission revenue based on the energy 
exchanged that month. To the extent we do not receive verification of actual energy usage or we cannot reliably estimate what actiial energy 
usage was for a given period, revenue is defened until usage and collection data is received from the energy supplier. To the extent that we do 
not receive actual usage data from the energy supplier, we will recognize revenue at the end ofthe confract flow date. 

Demand Response Transactions 

Demand response transaction fees are recognized when we have received confinnation from the DRP that the eneigy consumer has 
performed under the applicable RTO or ISO program requirements. The energy consumer is either called to perform during an actoal curtailment 
event or is requfred to demonstr^e its ability to perform in a test event during the performance period. For tfie PJM, the performance period is 
June through September in a calendar year. Test results are submitted to the PJM by the DRPs and we receive confirmation of the energy 
consumer's perfonnance in the fourth quarter. DRPs typically pay us ratably on a quarterly basis throughout the demand response fiscal (June to 
May) year. As a result, a portion ofthe revenue we recognize is reflected as unbilled accounts receivable. 

Wholesale and Environmental Commodity Transactions 

Wholesale transaction fees are invoiced upon the conclusion of the auction based on a fixed fee. These revenues are not tied to future 
energy usage and are recognized upon the completion of the online auction. For reverse auctions where our customers bid for a consumer's 
business, the fees are paid by the bidder. For forward auctions where a lister is selling energy products, the fees are typically paid by the lister. 
While substantially all wholesale transactions are accounted for in this fashion, a small percentage of our wholesale revenue is accounted for as 
electricity or gas is delivered, similar to the retail electricity fransaction methodology described above. 

Environmental commodity transaction fees are accounted for utilizmg two primary methods. For regula ted allowance programs like 
RQGI, fees are paid by the Uster and are recognized quarterly as revenue as auctions are completed and approved. For most other environmental 
commodity transactions both the lister and the bidder pay the transaction fee and revenue is recognized upon the consummation of the 
underiying transaction as credits are delivered by the lister and payment is made by the bidder. 

Energy Efficiency Services 

Our Energy efficiency services segment is primarily project driven where we identify efficiency measures that energy consumers can 
implement to reduce their energy usage. We present retrofit opportunities to customers, get approval from them to proceed and submit the 
proposal to the local utility for pre-approval and determination of available incentives. Once the utiUty approves funding for tbe project, we 
install the equipment, typically new heating, ventilation or air conditioning equipment, or replace lighting fixmres to more efficient models. We 
recognize revenue for Energy efficiency services when persuasive evidence of an arrangement exists, delivery has occurred, the price is fixed or 
determinable and collectability is reasonably assured. Due to the short-term nature of projects (typically two to three weeks), we utilize the 
completed-contract method. We also assess multiple contracts entered into by the same customer in close proximity to determine if the contracts 
should be combined for revenue recognition purposes. Revenues are recognized based upon factors such as passage of title, installation, 
payments and customer acceptance. 

Cost of revenue 

Cost of revenue consists primarily of: 

* salaries, bonus and commissions, employee benefits and share-based compensation associated with our auction management and efficiency 
services, which are directly related to the development and production ofthe online auction and maintenance of matket-related data on our 
auction platform and monthly management fees (our supply desk function); 

* project costs including direct labor equipment and materials directly associated with efficiency projects; and 

* rent, depreciation and other related overhead and facility-related costs. 
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Sales and marketing 

Sales and marketing expenses consist primarily of: 

salaries, bonus and commissions, employee benefits and share-based compensation related to sales and marketing personnel; 

thfrd party commission expenses to our channel partners; 

travel and related expenses; 

amortization related to customer relationships and contracts; 

rent, depreciation and other related overhead and facility-related costs; and 

general marketing costs such as trade shows, maiketing materials and outsourced services. 

General and administrative 

General and administrative expenses consist primarily of: 

* salaries, bonus and commissions, employee benefits and share-based compensation related to general and administrative personnel; 

* accounting, legal, investor relations, information technology, insurance and otiier professional fees; and 

* rent, depreciation and other related overhead and faciUty-related costs. 

Interest expense, net 

Interest expense, net consists primarily of: 

* interest income eamed on cash held in the bank; and 

* in ters expense related to bank term loans, notes payable and contingent consideration. 

Income tax expense 

In 2013 we incurred a taxable loss that resulted in a $0.6 million income tax benefit for the year. At December 31, 2013, our 
accompanying consolidated financial statements reflected defened tax assets of $8.1 million that included our taxable loss for the year, net ofthe 
expiration of certain state loss canyforwards. During 2012, management considered the weight of all available evidence, both positive and 
negative, and determined that it was more likely than not that we would be able to benefit our defened tax assets at December 31,2012 and, as a 
result, we reversed our valuation allowance in the fourth quarter of 2012. The income tax expense recorded in 2012 reflects an altemative 
minimum tax ("AMT') liability and certaui state and local tax liabilities inciured in tfiose years. As ofDecember 31, 2013, we had cumulative 
taxable income for the past three years and have applied our NOL's against this taxable income up to certain limitations. 
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Results ofoperations 

The following table sets forth certain items as a percent of revenue for the periods presented: 

Comparison ofthe Years EndedDecember 32,2013 and 2012 

For the Years Ended December 31, 
2013 2012 2011 

ifiO% 
27" 32 20 Cost of revenue 

Og^tii^^xgenses^ 
" " ' " " ' '^'--^y-Ml^^r^j^yyrHy'Xy-'-^m^ 

General smda^^isfrative 22 25_ 28 

OtfiCTtacOTietoc^^^net^ (3) (2) 0 

Net income Ooss) (7%) 17% 0% 

Revenue 

Energy efficiency services 

For the Years Ended December 31 
2013 2012 

5,784.840 7,302,783 

'$¥'f5i6^^5| w^-^m:i!^^--. 

Increase (Decrease) 
[MSI ft^^S^I^'?^^^-
(L517,̂ 3V "' ^ (21) 

^^^^^^^*^9^^^^Wl^ 

Revenue increased 9 % for the year ended December31, 2013 as compared to the same period in 2012 due to an 18% increase in our 
Energy procurement segment, partiaUy offset by a 2 1 % decrease in revenue from our Energy efficiency services segment. Our Energy 
procurement s e ^ e n t revenue increased due to the acquisition of NEP, increased revenue from our mid-market product line and increased 
transaction activity from large, commercml and industrial customers in our retaU product line. The Energy efficiency services segment decline 
reflects the turnover in the Massachusetts sales team in the early part of 2013. 

Cost of revenue 

For the Years Ended December 31, 
2013 2012 

S 
%of 

Revenue 
%of 

Revenue Decrease 

Energy efficiency services 
K'TpMl'SpSt^^^^ue^r>^ 

4,665.922 81 5.330.013 
^ S % 
73 

'mmmmw?&^ 
(664.091) (12) 

yr&^^^iiSW(M&.^'-^^-:-?'U^^ 

Cost of revenue decreased 7 % for the year ended December 31,2013 as compared to the same period in 2012 primarily due to decreases 
in equipment, material and labor costs associated with projects completed by our Eneigy efficiency services segment. Cost of revenue for our 
Energy procurement segment decreased 2% due to decreases in amortization expense and employee bonus and commission costs, both offset by 
increased costs associated with our acquisition of NEP, Cost of revenue associated with om Energy procurement segment as a percent of revenue 
decreased by 3% primarily due to the 18% increase in revenue. Cost of revenue associated with our Energy efficiency services segment 
decreased 12% primarily due to a decrease in project costs associated with the 2 1 % decrease in revenue. This decrease was partiaUy offset by 
increased payroll costs due to our continued investinent in our project management team in 2013. Cost of revenue associated with our Energy 
efficiency services segment as a percent of revenue increased by 8% primarily due to the increased payroll costs coupled with the decline m 
revenue. 
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Operating expenses 

For the Years Ended December 31, 
2013 2012 

%of 
Revenue 

%of 
Revenue 

yu>S ^^Sl^ j i j j i - iSaci^ '^ i , 

Geaeral md atounisfrative 7.814.933 

Increase (Decrease) 

22 7,927,889 25 (112,956) (1) 

Sales and marketmg expenses increased 25% for the year ended December 31,2013 as compared to the same period in 2012 primarily due 
to increases in payroll, intemal and thfrd party commissions and amortization of intangible assets. Payroll and internal commissions increased 
due to tfie Inclusion of a fiill year of operations of NEP. In addition, mid-market commissions increased due to a change in the commission 
policy for our mid-maricet group implemented in the second quarter of 2013. Under the revised policy, we continue to pay commissions based on 
cash received fiom mid-maricet transactions that are defened for revenue purposes and provide for certain bookings and quota bonuses to offset 
the impact of the change in our policy. Third-party commissions increased 28% due to increased sales activity being driven by our channel 
parmers. Amortization expense related to intangible assets increased ui 2013 due to our 2012 acquisition of NEP. Sales and mariceting expense 
as a percentage of revenue increased by 8% as tiie increase in costs and the change in our mid-market commission plan were only partially offset 
by the 9% increase in revenue. 

The 1 % decrease in general and administrative eiqienses for the year ended December 31, 2013 as compared to the same period in 2012 
was primarily due to decreases to contingent consideration aiKl consultmg fees. These decreases were substantially offset by increases in legal, 
occupancy and amortization expense associated with the GSE Utigation and tiie inclusion of a full year ofoperations from our 2012 acquisition 
of NEP. (jeneral and administrative expenses as a percent of revenue decreased 3% primarily due to the 9% increase in revenue and costs 
remaining relatively flat. 

Other income (expense), net 

Net interest expense was approximately $1.1 miUion for the year ended December 31, 2013 compared to net interest expense of 
approximately $0.5 million for the year ended December 31,2012. The increase in net interest expense in 2013 was primarily due to the addition 
of $8.0 miUion in long-term debt on October 3,2012 to fund tiie NEP acquishion. Other income in die first quarter of 2012 primarily consisted 
of $53,000 that was recognized fiom the sale of our investment in Refroficiency. 

Income tax expense (benefit) 

We recorded income tax benefit of approximately $0,6 million for the year ended December 31, 2013, reflecting an increase in deferred 
taxes as the result of our taxable loss during the year, net ofthe expinuton of certain state net operating loss canyforwards. In 2012 we recorded 
an income tax benefit of approximately $7,6 million from the release of a valuation allowance as we determined it was more likely than not we 
would be able to recognize our defened tax assets in tfie near term. While we have approximately $13.4 milUon of federal net operating loss 
canyforwards to offset taxable income, we expect to generate future taxable income which is subject to federal AMT and state income taxes. 

Net income (loss) 

Net loss increased approximately $7.6 million for the year ended December 31,2013 compared to the same period in 2012, primarily due 
to the $6.9 million decrease in income tax benefit and a $0.5 million increase in interest expense. The $3.7 million increase in gross profit was 
substantially offset by the increase in operating expenses. 

Comparison ofthe Years Ended December 31,2012 and 2011 

Revenue 

$ 

$ 

2012 
2#i76id54 

7.302,783 
3i;778,837 

• $ 

2011 
2M73;417 

51,150 
20.524;567 

$ 

- " $ • • -

Increase 

7,251,633 
ll^-^iTO 

nm 

For the Years Ended December 31. 

© i w PJl̂ JM^anrat < 
Energy efficiency services 

Revenue increased 55% for the year ended December 31,2012 as compared to tiie same period in 2011 due to a full year of revenue from 
our recent acquisitions and increased auction activity in our retail product line. Our Energy procurement segment increased 20% due to tfie 
additions ofthe energy procurement contracts of Co-eXprise and GSE in September and October 2011, respectively, our October 3, 2012 
acquisition of NEP, and, to a lesser extent, increased transact! on activity due to new customers. These increases were offset by slight decreases 
in wholesale and natural gas transaction activity in 2012 compared to 2011. In addition, 2011 revenue included $0.7 milUon from a one-time, 
upfront payment from one of our energy suppliers related to expected 
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fimue energy usage. Our Energy efficiency services segment generated approximately $7.3 million in revenue for the year 2012 compared to 
approximately $50,000 in 2011 due to our October 2011 acquisition of NES and projects completed by omr intemal energy efficiency services 
group. 

Cost of revenue 

For the Years Ended Decemlier 31, 
2012 2011 

% of % of 
$ Revenue $ Revenue Increase 

Energy efficiency services 5,330,013 73 87.091 170 5.242,922 nm 

Cost of revenue increased 151% for the year ended December 31, 2012 as compared to the year ended December 31,2011 primarily due 
to uicreases m equipment, material and labor costs associated with projects completed by our Energy efficiency services segment. Cost of 
revenue for our Energy procurement segment increased 21% due to increases in payroll r esiilting primarily from our recent acquisitions. Cost of 
revenue associated with our Energy procurement segment as a percent of revenue renuuned the same as the 20% increase ui revenue offeet the 
increase in costs. Tbe costs of revenue associate with our Eneigy efficiency services segment was primarily associated with equipment, material 
and labor costs associated with completed projects during the quarter. Cost of revenue as a pereent of our Energy efficiency services revenue was 
73% as we continued to build our project management team during the year. 

Operating expenses 

For the Years Ended Decemlicr 31, 
2012 2011 

% of % of 
$ Revenue $ Revenue Increase 

General and admmistrative 7,927.889 25 S.790.264 28 2,137,625 37 

Sales and marketmg expenses increased 46% for the year ended Decemlier 31,2012 as compared to the same period in 2011 primarily due 
to increases in payroll, intemal commissions and amortization of intangible assets. Payroll and intemal commissions increased due to an increase 
of twenty sales and maiketing employees versus the same pe nod last year primarily due to our acquisitions and hires in our Energy efficiency 
services segment and mid-market group. Amortization expense related to intangible assets increased due to our 2012 and 2011 acquishions. 
Sales and marketing expense as a percentage of revenue decreased 4% due to tfie 55% increase in revenue, which was partially offset by the 
increase in costs described above. 

The 37% increase in general and administrative expenses for the year ended December 31, 2012 as compared to the same period in 2011 
was primarily due to increases in payroll and amortization expense. The increase in amortization expense was due to the increase in intangible 
assets associated with our recent acqu^itiom. Payroll increased primarily due to additions in o ur back office operations to support our growth. 
In addition, we incurred $0.5 milUon of non-recurring charges in 2012 related to our corporate and Ohio office moves, and a channel partaer 
advance. General and administrative expenses as a percent of revenue decreased 3% as the 55% increase in revenue was partially o£&et by the 
increase in costs described above. 

Other income (expense), net 

Interest expense, net was approximately $547,000 for the year ended December 31, 2012 compared to interest expense, net of 
approxunately $2,000 for the year ended December 31,2011. The uicrease in uiterest expense, net in 2012 was primarily due to interest charged 
on our notes payable, contingent consideration and the term loan with SVB. Interest income was eamed on a convertible note receivable with 
Retroficiency in 2011. Other income in 2012 primarily consisted of $53,000 that was recognized from tiie sa le of our investment in 
Refroficiency in the first quarter of 2012. There was no other income in 2011. 

Income tax expense (benefit) 

Wc recorded income tax expense of approxunately $0.1 million for the years ended December 31,2012 and 2011, respectively, reflecting 
an AMT and state and local income tax liability for both years. In 2012 we recorded an income tax benefit of approximately $7.6 million from 
the release of a valuation allowance as we determined it was more Ukely than not we would be able to r ecognize oiu* defened tax assets in the 
near term. While we have approximately $12,0 milUon of federal net operating loss carryforwards to offset taxable income, we continue to 
generate taxable income which is subject to federal AMT and state income taxes. 
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Net income (loss) 

We reported net mcome for the year ended December31, 2012 of approximately $5.3 million and a net loss for the year ended 
December 31,2011 of approximately $46,000. We recorded net income in 2012 due to the $7.6 milUon income tax benefit. We generated a loss 
before income taxes of $2,2 miUion in 2012 as the cost increases described above were only partially offset by the 55% increase in revenue in 
2012. In addition, net loss for the yearended December 31, 2011 reflected a $0.5 mi llion increase representing a one-time, upfiont payment 
from one of our suppliers related to future energy usage, net of intemal and third party commission expense. 

Liquidity and Capital Resources 

At December31, 2013, we had no commitments for material capital expenditures. We have identified and executed against a number of 
stiategic initiatives tiiat we believe are key components of our future growth, including: making strategic acquisitions; entering into other 
energy-related maricets including energy efficiency; expanding our community of Usters, bidders and chaimel partners on our exchanges; 
strengthening and extending our long-term relationships with government agencies; and gromng our direct and inside sales force. As of 
December 31, 2013 our woikforce numbered 126, the same number that we employed at December 31,2012. At December 31,2013, we had 59 
professionals in our sales and marketing and account management groups, 43 m our supply desk group and 24 in our general and administrative 
group. 

We paid $ 10.4 milUon to acquire three businesses in 2011 through tiie use of cash on hand, cash flow frxim ongoing operations as weU 
cash flow generated by the acquisitions. In addition, we have paid $ 6.7 miUion m seller notes and contingent consideration bringuig tfie total 
cash paid for the 2011 acquisitions to $17.1 miUion. In early 2012 we expanded our credit facility with SVB to include a 4-year, $2.5 milUon 
term loan. We borrowed an additional $10.5 milUon primarily to acquire NEP in October 2012 which included: increasing pur term loan with 
SVB by $4.0 miUion to $6.5 milUon, bonowing $4.0 milUon in subordinated long-term debt from MCRC, and entering into a $2.0 million seller 
note with NEP. On December 30, 2013 we replaced our S6.5 milUon SVB term loan witii a new $6.0 million term loan with Commeree Bank 
and Trust Company ("Commerce"). As of December 31,2013, we had $0.5 milUon ofthe Commerce term loan classified as short-term and $5.5 
million classified as long-term. While the expansion/addition of these debt instmments significantiy increased our commitments, we beUeve we 
have the resoiuces to meet both our short- and long-term obligations under tiiese arrangements based on cash on-hand, operating cash flows ttom 
our base business and cash expected to be generated from all of our acquired businesses. During 2013, we paid an additional $1.3 milUon in cash 
related to NEP contingent consideration and $1.5 million agamst the NEP seller note. As ofDecember 31, 2013 we have substantially retired all 
of the obUgations related to these acquisitions. We have $1.0 million of accmed contingent consideration recorded within ciurent liabiUties 
related to the GSE acquisition and $0.5 million remaining on the NEP Seller note tfiat is due April 1, 2014. During 2013 we generated cash flow 
fivm operations of $3.1 million and ended the year with $ 1.7 milUon in cash and cash equivalents. 

Comparison ofDecember 31,2013 to December 31,2012 

December 31, 
2013 2012 Increase (Decrease) 

Trade accounts receivable, net 7,738,141 7,242,603 495,538 7 

Working capital (deficit) {^MS^l - '^^6^^}3- ^^S^^M^ . ( ^ ) 

Cash and cash equivalents decreased 48% primarily due to approximately $2.7 million of contingent consideration payments, $1.5 milUon 
in principal payments of sell«' notes and $6.5 million of principal payments on the SVB term note. These decreases were partially of&et by cash 
flows from operations of approximately $3.1 million and proceeds fi^m the Commerce term loan of $6.0 million. Trade accounts receivable 
increased 7% as compared to tbe fourth quarter of 2012 due to an 11% inc^ase in unbUled accounts receivable resulting from the increase in 
eneigy procurement revenue in the fourth quarter of 2013 compared to tfie same quarter in 2012 and the increase in days sales outstancUng. Days 
sales outstanding (representing accounts receivable outstanding at December 31, 2013 divided by the average sales per day during the current 
quarter, as adjusted) increased 17% due to a 34% decrease in Energy efficiency services revenue in die fourtii quarter of 2013 compared to the 
same period in 2012 with only a 10% decrease in Energy efficiency services receivables. Revenue fivm bidders representing 10% or more of our 
revenue uicreased to 12% from one bidder during the yearended December 31,2013, from 11% firom the same bidder and period in 2012. 

The woiking cs^ital deficit at December31, 2013 (consisting of cunent assets less cuirent liabiUties) improved $1.6 million from 
December 31, 2012 primarily due to decreases in accmed contuigent consideration and the cunent portion of related party and long-term debt. 
The improvements to working capital were substantially offset by decreases in cash and cash equivalents and an increase in deferred revenue and 
customer advices. Stockholders' equity decreased 5% during the year ended December31, 2013 due to our net loss for the year, partiaUy 
of^et by stock-based compensation, contingent consideration paid in stock and proceeds from the exercise of stock options. 
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Cash provided by operating activities for the year ended December 31,2013 was ^proxfrnately $3.1 million compared to cash provided 
by operating activities for the year ended December 31,2012 of approximately $3.8 million. Cash flows from EBITDA remained sfrong at S2.3 
milUon compared to $1.6 million fri 2012. This increase was offset by the $1.6 nuUion unprovement in woricing capital. Cash used ui uivesting 
and financing activities for the year ended December 31,2013 was approxunately $4.7 miUion primarily due to the paymente of $2.7 million of 
contingent consideration, $1.5 million of principal payments of seUer notes, and S0.5 miUion of net principal payments on bank debt. Cash used 
in investing activities for the year ended December31, 2012 was approximately $7.7 miUion primarily due to the purchase of NEP for $7.9 
miUion. Cash provided by financing activities in 2012 was $5.4 miUion due to the $10.5 miUion we borrowed to purchase NEP. This increa^ in 
financuig was offeet by cash outflows to fimd contingent consideration payments of $2.3 million and seller notes of $3.0 million during 2012. 

EBITDA, representing net income or loss before interest, income taxes, depreciation and amortization for the year ended December 31, 
2013 was $2.3 milUon as compared to $1.6 million for the same period in the prior year. Please refer to the section below discussing non-GAAP 
financial measuies for a reconciUation of non-GAAP measures to the most directly comparable measure calculated and presented in accordance 
with accounting principles generally accepted in the United States of America ("GAAP**). 

Comparison ofDecember 31,2012 to December 31,2011 

December 31, 
2012 2011 Increase (Decrease) 

Trade account receivable, net 7,242,603 3,603,634 3,638,969 101 

^2^^!^S^^^Ji^^^ (2,464,718) £3,996,6901 (1,531,972) (38) 

Cash and cash equivalents increased 80% primarily due to $1.6 milUon generated in EBITDA during the year ended December 31,2012, 
advance payments of $4.4 million and the receipt of $0,8 million in cash from the sale of our Refroficiency investment. Th^e increases were 
partially offset by payment against notes payable of $3.0 million related to tiie NES acquisition and a 101% increase in trade accounts 
receivable. Bonowings from term loans were primarily used to pay for ac quisltions and settle contingent consideration payments. Trade 
accounts receivable increased 101% primarily due to the 91% increase in revenue as compared to the fourth quarter of 2011. Days sales 
outstanding (representing accounte receivable outstanding at December 31,2012 divided by the average sales per day during the cunent quarter, 
as adjusted) increased 7% due to the timing of in-period revenue recognized within the fourth quarter of 2012 as compared to the fourth quarter 
of 2011. Revenue from bidders representing 10% or more of our revenue decreased to 20% from two bidd^^ during the year ended 
December 31,2012, from 24% from the same two biddeis during the same period in 2011. 

The working capital deficfr at December 31, 2012 (consisting of cuirent assets less cuirent liabilities) improved $1.5 million fivm 
December 31, 2011 primarily due to tiie 2012 reversal of our tax valuation aUowance reserve and the increase in cash and accounts receivable. 
These increases were offset by an increase in accrue d contingent consideration related to the NEP acquisition and an increase in deferred 
revenue and customer advances. Stockholders' equity increased 30% during the year ended December 31, 2012 due to net income, stock-based 
compensation and proceeds from the exercise of stock options. 

Cash provided by operating activities forthe yearended December 31,2012 and 2011 was approximately $3.8 million and $3.6 million, 
respectively. The 2()12 increase was primarily due to advance payments from mid-market transactions, partially offset by the $2.7 million 
increase in accounts receivable. Cash used in investing activities for the year ended December 31, 2012 was approximately $7.7 million 
primarily <hie to the purchase of NEP for $7.9 nullion. Cash provided by finan cing activities was $5.4 million due to the $10.5 million we 
bonowed to purchase NEP. This increase in financing was offeet by cash outflows to fund eam-out payments of $2.3 miUion and seller notes of 
$3.0 miUion during 2012. Cash used ui investing and financing activities for the year ended December 31,2011 was approximately $5.4 milUon 
primarily due to cash used for acquisitions, which was partially offset by net proceeds received from the sale ofcommon stock. 

EBITDA, representing net income or loss before interest, income taxes, depreciation and amortization for the yearended December 31, 
2012 was $1.6 million as compared to $1.7 milUon for the same period in the prior year. We have generated EBITDA for eight often quarters 
for a cumulative tot al of $4.5 million, including $1.6 million over the last 12 months. Please refer to the section below discussing non-GAAP 
financial measures for a reconciUation of non-GAAP measures to the most directly comparable measure calculated and presented in accordance 
witfi GAAP. 

31 



Contractual Obligations and Ottier Commercial Commitments 

The table below summarizes our gross contractual obligations and other commo'cial commitments as of December3], 2013. As of 
December 31,2013, we did not have any significant purchase obligations otfier than our operating leases. 

2019 and 
Confa-actual Obligations 2014 2015-2016 2017-2018 thereafter Total 

p^rtncMd^^il^^^ ^75fiQ0 ^^'*iP?9 ''P02,000 1,326,000 4^13,000 

Total confractual obUgations $ 2,653.000 $ 3,892.000 $ 6.192.000 $ 3,076.000 $ 15,813.000 

Use of Non-GAAP Financial Measures 

In this Annual Report on Form 10-K, we provide certain "non-GAAP financial measures". A non-GAAP financial measure refers to a 
numerical financial measure that excludes (or includes) amoimts that are included in (or excluded from) the most directly comparable financial 
measure calculated and presented in accordance with GAAP in our accompanying consolidated financial statements. In this Annual Rqxirt on 
Foim 10-K, we provide EBITDA and adjusted EBITDA as additional infonnation relating to our operating results. These non-GAAP measures 
exclude expenses related to share-based compensation, depreciation related to our fixed assets, amortization expense related to acquisition-
related assets and other assete, interest expense on bank bonowings, notes payable to sellers and contingent consideration, interest income on 
in^^sted funds and notes receivable, and income taxes. Management uses these non-GAAP measures for intemal reportuig and bank reporting 
ptuposes. We have provided these non-GAAP financial measures in addition to GAAP financial results because we beUeve that these non-
GAAP financial measures provide useful infonnation to certain investors and financial analyste in assessing our operating performance due to 
the followmg factors: 

* We beUeve tfiat flie presentation of a non-GAAP measure tfiat adjusts for the impact of share-based compensation expenses, 
depreciation of fixed assets, amortization expense related to acquisition-related assets and other assets, interest expense on bank 
bonowings, seller notes and contingent consideration, interest income on invested funds and notes receivable, and income taxes, 
provides investors and financial analysts with a consistent basis for comparison across accounting periods and, therefore, is useful to 
investors and financial analysts in helping them to better understand our tolerating results and underiying operational trends; 

* Although share-based compensation is an important aspect of the compensation of our employees and executives, share-based 
compensation expense is generally fixed at the time of grant, then amortized over a period of several years after the grant of the 
share-based instrument, and generally cannot be changed or infiuenced by management after tbe grant; 

* We do not acquire intangible assets on a predictable cycle. Our intangible assete relate solely to business acquisitions. Amcntization 
coste are fixed at the time of an acquisition, are then amortized over a period of several years af^r the acquisition and generally 
cannot be changed or mfluenced by management after the acquisition; 

* We do not regularly mcur capitalized software and website costs. Our capitalized software coste relate primarily to the build-out of 
our exchanges. Amortization costs are fixed at tfie time the costs are inclined and are then amortized over a period of several years 
and generally cannot be changed or influenced by management after the initial costs are incurred; 

* We do not regularly invest in fixed assets. Our fixed assete relate primarily to computer and office equipment and furniture and 
fixtures. Dej^eciation costs are fixed at the time of purchase and are then depreciated over several years and generally cannot be 
changed or influenced by management after the purchase; 

* We do not re^larly enter into bank debt, seUcr notes and/or pay interest on contingent consideration. Our seUer notes and 
contingent considra^tion relate to acquisition activities. Interest expense is fixed at the time of purchase and recorded over the life of 
the lease and generally cannot be changed or influenced by management after the purchase; 

* We do not regularly eam interest on our cash accounts and notes receivable. Our cash is invested in U.S. Treasuiy funds and has not 
yielded material returns to date and these retums generally cannot be changed or influenced by management; and 

* We do not regularly pay federal or state income taxes due to our net operating loss canyforwards. Our income tax expense reflecte 
tiie release of our deferred tax assete to ^ply to projected annualized taxable income, and an anticipated alternative minimum tax 
liability based on statutoiy rates that generally cannot be changed or influenced by management. 

Pursuant to the requirements of the SEC, we have provided below a reconciUation of the non-GAAP financial measures used to the most 
directiy comparable financial measures prepared in accordance with GAAP. These non-GAAP financial measures are not prepared in accordance 
with GAAP. These measures may differ from the GAAP information, even where similarly titled used by 
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otfier companies, and therefore should not be used to compare our performance to that of other companies. The presentation of this additional 
mformation is not meant to be considered in isolation or as a substitute for net loss prepared in accordance witii GAAP. 

For the Years Ended December 31, 

Add: I n ^ ^ t ^ f ^ K ^ M t 

Add: M i ^ ^ T O of intangibles 

Add: Depreciation 

Add: Stock-based compmsation 

^ 
2013 2012 

1,081,754 547.075 

3,899,033 3,022,097 

2011 

1,526 

1,347,135 

221.674 217.235 146,946 

59?i554 

217.235 

465.835 609,820 
Xl'XiJUiA^:: ' ; . -_ ;•-'« uc-'^i^^mm^m^a^i^^^mmm^ij^^mmm^. 

Critical Accounting Policies 

The preparation of financial statements in conformity with GAAP requfres us to make estimates and aswmptions that affect the reported 
amounte of assets and UabiUties and disclosure of contingent assets and liabilities at the date of tfie financial statements and the reported amounts 
of revenue and expenses during the reporting period. Accordingly, actual resulte could differ from these estimates. 

The most judgmental estimates affecting our consolidated financial statements are those relating to revenue recognition and the estimate 
of actual energy delivered from the bidder to the Uster of such energy; stock-based compensation; the valuation of intangible assete and 
goodwiU; tbe valuation of co ntingent consideration; impairment of long-lived assete; and estimates of future taxable income as it relates to the 
realization of our net deferred tax assete. We regularly evaluate our estimates and assumptions based upon historical experience and various 
other factors that we beUeve to be reasonable under tfie cfrcumstances, the results of wltich form the basis for making judgments about the 
carrying values of assets and liabilities that are not readily apparent from other sources. To tiie extent actual resulte differ from those ^timates; 
future resulte of operations may be affected. We believe the following critical accounting policies affect our more significant judgments and 
estimates used m tiie preparation of our accompanying consolidated financial statemente. Refer to Note 2 of our consoUdated financial 
statements filed herewith for a description of our accounting policies. 

Revenue Recognition 

Retail Electricity Transactions 

We eam a monthly commission on energy sales confracted through our online auction platform from each bidder or eneigy supplier based 
on the energy usage transacted between tiie bidder and lister or energy consumer. Our commissions are not based on the retail price for 
electricity; rather on the amount of energy consumed. Commis sions are calculated based on the energy usage fransacted between the energy 
suppUer and eneigy consumer multiplied by our contractoal commission rate. Revenue from commissions is recognized as eamed on a monthly 
basis over the life of each conttact as energy is consumed, provided there is persuasive evidence of an arrangement, the sales price is fixed or 
deteiminable, collection of the related receivable is reasonably assured, and customer acceptance criteria, if any, has been successfully 
demonstrated. 

We record brokerage commissions based on actual usage data obtained from the energy supplier for that accounting period, or to the 
extent actual usage data is not available, based on the estimated amount of electricity and gas deUvered to the energy consumers for that 
accounting period. We develop our estimates on a quarterly basis based on the following criteria: 

* Payments received prior to the issuance ofthe consolidated financial statements; 

* Usage updates from energy suppUeis; 

* Usage data fh}m utiUties; 

* Comparable historical usage data; and 

* Historical variances to previous estimates. 

To the extent usage data cannot be obtained, we estimate revenue as follows: 

* Historical usage data obtained from the energy consumer in conjunction with the execution ofthe auction; 

* Geographic/utility usage pattems based on acmal data received; 
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* Analysis of prior year usage pattems; and 

* Specific review of individual energy suppUer/location accounte. 

In addition, we analyze this estimated data based on overall industry frends including prevailing weather and usage data. Once the actual 
data is received, we adjust the estimated accounts receivable and revenue to tiie actual total amount in the period during which the payment is 
received. Base d on management's ciurent capacity to obtain actual energy usage, we cunently estimate four to six weeks of revenue at the end 
of ite accounting period. Differences between estimated and actual revenue have been within management*s expectations and have not been 
material to date. 

We do not invoice our electiicity energy suppUers for montfily commissions eamed and, therefore, we report a substantial portion of our 
receivables as "unbilled." Unbilled accounts receivable represents management's best estimate of eneigy provided by the energy supplier to the 
energy consumers for a specific completed time period at contracted commission rat^ and is made up of two componente. The first component 
represente energy usage for which we have received actoal data fr om tiie supplier and/or the utility, but for which payment has not been received 
at the balance sheet date. The majority of our contractual relationships with energy suppUers require them to supply actual usage data to us on a 
monthly basis and remit payment to us based on that usage. The second component represents energy usage for which we have not received 
acmal data, but for which we have estimated usage. Commissions paid in advance by certain bidders are recorded as defened revenue and 
amortized to commission revenue on a monthly basis on the energy exchanged that month. 

Retail Natural Gas Transactions 

There are two primary fee components to our retail natural gas services: transaction fees and management fees. Transaction fees are billed 
to and paid by tfie energy suppUer awarded business on the platform. These fees are established prior to award and are the same for each 
suppUer. For the majority of our natural gas tt^nsactions, we bill the suppUer upon the conclusion of tfie transaction based on the estunated 
energy volume transacted for the entire award term multiplied by the transaction fee. Management fees are paid by our energy consumers and are 
generally billed on a monthly basis for services rendered based on terms and conditions included in contractoal anangemente. While 
substantially all of our retail natural gas transactions are accounted for in accordance with this policy, a significant percentage is accounted for as 
the natiiral gas is consumed by flie energy consumer and recognized as revenue in accordance witii tfie retail electricity transaction revenue 
recognition methodology described above. 

Mid-Maricet Transactions 

We eam a monthly commission on energy sales from each energy supplier based on the energy usage transacted between the energy 
supplier and energy consumer. The commissions are not based on the retail price for electricity but rather on tfie amount of energy consumed. 
Commissions are calculated based on the energy usage transacted between the energy supplier and energy consum er multipUed by our 
confractoal commission rate. Revenue from commissions is recognized as eamed over the life of each contract as eneigy is consumed, provided 
there is persuasive evidence of an anangement, the sales price is fixed or determinable, collection ofthe fee is reasonably assured, and customer 
acceptance criteria, if any, has been successfiilly demonstrated. We generally recognize revenue on these transactions when we have received 
verification from the electricity supplier ofthe end-users power usage and electricity supplier's subsequent collection ofthe fees billed to the end 
user. The verification is generally accompanied with payment of the agreed upon fee to us, at which time the revenue is recognized. 
Commissions paid in advance are recorded as customer advances and are recognized monthly as commission revenue based on the energy 
exchanged that month. To the extent we do not receive verification of actual energy usage or we cannot reliably estimate what actoal energy 
usage was for a given period, revenue is deferred until usage and collection data is received from the energy supplier. In October 2012, we 
acquired NEP. NEP recognizes revenue monthly as energy flows from the eneigy suppUer to the end user. We can reliably estimate actual 
eneigy usage based on historical usage data compiled by NEP. 

Demand Response Transactions 

Demand response transaction fees are recognized when we have received confirmation from the DRP that the energy consumer has 
performed under the appUcable RTO or ISO program requiremente. The energy consumer is either called to perform during an actual curtailment 
event or is required to demonstrate its ability to perform in a test event during the performance period. For the PJM, the performance period is 
June through September in a calendar year. Test resulte are submitted to the PJM by the DRPs and we receive confirmation of the energy 
consumer's performance in the fourth quarter. DRPs typically pay us ratably on a quarterly basis throughout the demand response fiscal (June to 
May) year. As a result, a portion ofthe revenue we recognize is reflected as unbilled accounte receivable. 

Wholesale and Environmental Commoditv Transactions 

Wholesale transaction fees are invoiced upon the conclusion of the auction based on a fixed fee. These revenues are not tied to future 
energy usage and are recognized upon the completion of the online auction. For reverse auctions where our customers bid for a consumer's 
business, the fees are paid by the bidder. For forward auctions where a lister is selling energy producte, the fees are 
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typically paid by the lister. While substantially all wholesale transactions are accounted for in this fashion, a small percentage of our wholesale 
revenue is accounted for as electiicity or gas is delivered, sunilar to the retail electricity fransaction methodology described above. 

Envfronmental commodity transaction fees are accounted for utilizing two primary metiiods. For regulated allowance programs lUce 
RGGI, fees are paid by the Uster and are recognized quarteriy as revenue as auctions are completed and approved. For most other environmental 
commodity transactions both the Uster and the bidder pay the transaction fee and revenue is recognized upon tbe consummation of the 
underlying transaction as credits are delivered by the lister and payment is made by the bidder. 

Channel Partner Commissions 

We pay commissions to our channel partners at confractual rates based on monthly energy fransactions between energy suppUers and 
energy consumers. The commission is accmed monthly and charged to sales and mariceting expense as revenue is recognized. We pay 
commissions to our salespeople at contractual commission rates based upon cash collections from our customers. 

Revenue Estimation 

Our estimates in relation to revenue recognition affect revenue and sales and marketing expense as reflected on our statemente of 
operations, and trade accounts receivable and accmed commission accounts as reflected on our accompanying consolidated balance sheete. For 
any quarterly reporting period, we may not have actual usage data for certain eneigy suppliers and will need to estimate revenue. We initially 
record revenue based on the energy consumers' historical usage proflle. At the end of each reporting period, we adjust this historical profile to 
reflect actoal usage for the period and estunate usage where actoal usage is not available. For the year ended December 31, 2013, we estimated 
usage for approximately 9% of our revenue resulting in a negative 0.3%, or approximately $105,000, adjustment to decrease revenue. This 
decrease in revenue resulted in an approximate $16,000 decrease in sales and mariceting expense related to thfrd party commission e^qiense 
associated with those revenues. Corresponding adjustmente were made to trade accounts receivable and accmed commissions, respectively. A 
1% difference between this estimate and actual usage would have an approximate $32,000 effect on our revenue for the year ended 
December3i,2013. 

Enerijty Efficiency Services 

Our Energy efficiency services segment is primarily project driven where we identify efficiency measures that energy consumers can 
implement to reduce their energy usage. We present retrofit opportunities to customers, get approval from them to proceed and submit t he 
proposal to the local utility for pre-approval and determination of available incentives. Once the utility ai^roves funding for the project, we 
install the equipment, typically new heating, ventilation or air conditioning equipment, or replace lighting fixtures to more efficient models. We 
recognize revenue for Energy efficiency services when persuasive evidence of an airangement existe, delivery has occurred, the price is fixed or 
determinable and collectability is reasonably assured. Due to the short-teim nature of projects (typically two to three weeks), we utilize the 
completed-contract method. We also assess multiple contracte entered into by the same customer in close proximity to determine ifthe contracte 
should be combined for revenue recognition purposes. Revenues are recognized based upon factors such as passage of title, installation, 
paymente and customer acceptance. 

Allowance for Doubtful Accounts 

We provide for an aUowance for doubtful accounte on a specifically identified basis, as weH as through historical experience applied to an 
aging of accounte, if necessary. Trade accounts receivable are written off when deemed uncollectible. To date write-offe have not been material. 

Intangible Assets 

We use assumptions in establishing the initial carrying value, fafr value and estimated lives of its intangible assete. The criteria used for 
these assumptions uiclude management's estimate ofthe asset's c ontinuing ability to generate positive income from operations and positive cash 
flow in future periods compared to the canying value of the asset, as well as the strategic significance of any identifiable intangible asset in our 
business objectives. If assete are considered impaired, tfie impainnent recognized is the amount by which the carrying value ofthe assete exceeds 
tfie fair value of the assete. Useful lives and related amortization expense are based on an estimate of the period that the assete will generate 
revenues or otherwise be used by us. Factors that would influence the likelihood of a material change in our reported resuUs include significant 
changes in the asset's ability to generate positive cash flow, a significant decline in the economic and competitive envfronment on which the 
asset depends and significant changes in the our strategic business objectives. 

Intangible assete consist of customer relationships and contracte, purchased technology and other intangibles, and are stated at cost less 
accumulated amortization. Intangible assets with a finite life are amortized using the straight-Une method over their estimated useful lives, which 
range from one to ten years. 
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Impairment ofLong-Lived and Intangible Assets 

In accordance with ASC 3 50, we periodically reviews long-lived assete and intangible assete for impainnent whenever evente or changes 
in cfrcumstances mdicate tiiat the carrying amount of such assets may not be recoverable or that the usefiil Uves of those assete are no longer 
appropriate. RecoverabiUty of these assete is determined by comparing the forecasted undiscounted net cash flows ofthe operation lo which tiie 
assets relate to the canying amount. No impairment of our long-lived assete was recorded as no change in circumstances indicated that the 
canying value ofthe assete was not recoverable during the years ended December 3), 2013 and 2012. 

GoodwiU & Indefinite'Lived Assets 

We use assumptions in establishing the initial canying value and fair value of our goodwill and indefinite-lived intangibles. Goodwill 
represents the excess of the purchase price over the fafr value of identifiable net assets of acquired businesses. Indefinite-lived intangibles are 
intangible assete whose useful lives are indefinite in that their Uves extend l>eyond the foreseeable horizon - that is there is no foreseeable limit 
on the period of time over which it is expected to contiibute to the cash flows ofthe reporting entity. We account for these items in accordance 
with tfie Accounting Standards Codification ("ASC) 350, " Intangibles - Goodwill and Other" ("ASC 350"), under which goodwill and 
mtangible assets having indefinite lives are not amortized but instead are assigned to reportmg unite and tested for impainnent annually or more 
frequently if changes in circumstances or the occurrence of events indicate possible impairment. 

Weperformourannualimpairmenttest at the end ofthe fourth fiscal quarter of each year, or earlier, if indicators of potential unpaiiment 
exist. This impairment test is performed for each of our segmente - Energy procurement and Energy efficiency services - which have been 
determined to be our reporting unite. The impairment test for goodwill and indefinite-lived intangibles is a three-step process. Step 0 gives 
entities the option of fkst performing a qualitative assessment to test for impafrment on a reporting-unit-by-reporting-unit basis. If after 
performing the qualitative assessment, an entity concludes that it is more-IUcely-than-not ("MLTN", typically quantified as a lUcelihood of more 
than 50%) that the fair value of a reporting unit is less than its carrying amount, then the entity would perform a two-step impairment test. 
However, if, after applying the quatitative assessment, the entity concludes that it is not MLTN that flie fair valne is less than the canying 
amount, the two step impairment test is not requfred. Step one consiste of a comparison of the fair value of a reporting unit with ite canying 
amount, including the goodwill aUocated to each reporting unh. Ifthe carrying amount is in excess ofthe fair value, step two requires the excess 
of the carrying amount of the reporting unit's goodwill over the impUed fair value of the reporting unit's goodwill to be recorded as an 
impairment loss. To determine the fair value of each of the reporting units as a whole, we use a discounted cash flow analysis, which requires 
significant assumption and estimates about the future operations of each reporting unit. Significant judgments inherent in tiiis analysis include 
the determination of appropriate discount rates, the amount and timing of expected futore cash flows and growth rates. The cash flows employed 
in the discounted cash flow analyses are based on financial forecaste developed by management. The discount rate assumptions are based on an 
assessment of our risk adjusted discount rate, applicable for each reporting unit. In assessing the reasonableness ofthe determined fair values of 
the reporting unite, we evaluate our resuUs against our current market capitalization. 

As of December 31, 2013 and 2012, we performed a step one analysis on both tbe energy procurement and energy efficiency services 
reporting units and determined that their indicated &fr values substantially exceeded their canying values. We relied on a weighted average cost 
ofcapital of 15.75% and 16.15% for each reporting unit as ofDecember 31,2013 and 2012, respectively. Which takes into consideration certain 
specific small company premiums. We utilized a long-term growtfi rate of approximately 8% and 3% for tiie energy procurement and 15% and 
20%efficiency services reporting units as ofDecember 31,2013 and2012, respectively, and assumed a combined tax rate of 40% for both unite 
and in both years. 

As of December 31, 2013, we perfomied a step one analysis on our indefinite-life intangibles related to our Energy efficiency services 
segment customer relationships. Indefinite-Ufe was assigned to our prime contractor relationships with the customer base in tfie Norwich Public 
("Norwich") and United Illuminated ("UI") utility regions ("Prime") and our relationships with the customer base within the Connecticut, Light 
^ d Power, UI and Norwich regions as a subconfractor ("Subcontractor") at the NES acquisition date. The fafr value of both the Prime and 
Subconfractor relationships exceeded tfieir carrying values. We relied on a weighted average cost of capital of 16.6% for the Prime relationship 
and 15.7% for the subconfractor relationship as ofDecember 31,2013, which takes into consideration certain specific small company premiums. 
We utilized a long-term growth rate of approximately 10% for both the Prime and Subcontractor relationships and assumed a combined tax rate 
of 40% for both. As ofDecember 31, 2012, we performed a qualitative assessment of its indefinite-lived intangibles related to its Energy 
efficiency services segment customer relationships and determined that it was not likely that the fafr value of a reporting unit was less than ite 
canying value. 

Deferred Revenue and Customer Advances 

Defened revenue and customer advances arise when energy suppliers pay us a commission prior to us meeting all the requirements 
necessary to recognize revenue. 
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Warranty 

Our Energy efficiency services segment provides our customers a one year warranty for all parts and labor in its installation workmanship. 
We have determined primarily from historical information and management's judgment, that warranty costs are unmaterial and no estimate for 
warranty cost is requfred at die time revenue is recognized. Should actoal warranties differ from our estimates, an estimated warranty liabiUty 
would be required. 

Income Taxes 

In accordance with ASC 740, Income Taxes ("ASC 740"), defened tax assete and liabilities are determined at the end of each period based 
on the future tax consequences that can be attiibuted to net operating loss canyforwards, as well as differences between the financial statement 
canying amounte of the existing assete and liabilities and their respective tax basis. Defened income tax expense or credits are based on changes 
in the asset or liability from period to period. Valuation allowances are provided if, based on the weight of available evidence, it is more Ukely 
than not that some or all of the defened tax assete will not be realized. The realization of defened tax assete is dependent upon tbe generation of 
fiiture taxable income. In assessing the requfrement of a valuation allowance, we consider past performance, expected future taxable income, and 
qualitative fectors which we consider to be appropriate in estimating future taxable income. Our forecast of expected futore taxable income is for 
fiiture periods that can be reasonably estimated. Resulte that differ materially from cunent expectations may cause us to change its judgment on 
fiiture taxable fricome and tiie necessity of a tax valuation allowance. 

We have reviewed the tax positions taken, or to be taken, in ite tax retums for all tax years c unently open to examination by the taxing 
auUiority ia accordance with ASC 740*s recognition and measurement standards. At December 31, 2013, there are no expected material, 
aggregate tax effects of differences bettveen tax retum positions and the benefite recognized in our consolidated financial statemente. We 
account for interest and penalties related to uncertain tax positions as part of its provision for income taxes. 

Stock-based Compensation 

We recognize the compensation fixim stock-based awards on a straight-line basis over the requisite service period of the award. Stock-
based awards to employees consisted of grants of stock options for the years ended December 31,2013, 2012 and 2011 and grants of restricted 
stock for the years ended December 31, 2013 and 2012, respectively. The restrictions on the restricted stock lapse over the vesting period. The 
vesting period of stock-based awards is determined by the board of directors, and is generally four years for employees. 

We account for transactions in which services are received from non-employees in exchange for equity instruments based on the fair value 
of such services received or of the equity instmments issued, whichever is more reliably measured. There were no equity instmmente granted to 
non-employees for the year ended December 31, 2013. For the years ended December 31,2012 and 2011 stock-based awards to non-employees 
consisted of grants of stock warrants. The vesting period of stock wanants granted ranged from one to seven years. 

Fair Value Measurements 

We follow ASC 820, " Fair Value Measurements and Disclosures " ("ASC 820"), for fair value measurements. ASC 820 defines fair 
value, estabUshes a fi-amework for measuring fair value, and expands disclosures about fair value measurements. The standard provides a 
consistent definition of fair value, which focuses on an exit price, which is the price that would be received to sell an asset or paid to fransfer a 
liability in an orderly fransaction between market participants at the measurement date. The standard also prioritizes, within the measurement of 
fafr value, tfie use of maiket-based infonnation over entity specific information and establishes a three-level hierarchy for fafr value 
measuremente based on the nature of inputs used in the valuation of an asset or liability as ofthe measurement date. 

The hierarchy established under ASC 820 gives the highest priority to unadjusted quoted prices in active markets for identical assets or 
UabiUties (Level 1) and tfie lowest priority to unobservable inpute (Level 3). 

Level 1 — Pricing inputs are quoted prices available in active markets for identical investmente as of the reporting date. As 
required by ASC 820-10, we do not adjust the quoted price for these investinente, even in sittiations where we hold a large position 
and a sale could reasonably impact the quoted price. 

Level 2 — Pricing inputs are quoted prices for similar investments, or inpute that are observable, either directly or indirectly, 
for substantially the full term throu^ conoboration with observable market data. Level 2 includes investments valued at quoted 
prices adjusted for legal or confractoal restrictions specific to these investmente. 
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Level 3 — Pricing inputs are unobservable for the investment, that is, inpute tfiat reflect the reporting entity's own 
assumptions about the assumptions maiket participants would use in pricing the asset or liability. Level 3 includes investments that 
are supported by littie or no maricet activity. 

Recent Accounting Pronouncements 

In July 2013, Accounting Standards Update ("ASU") 2013-11," Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit 
When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists " was issued, which defines the presentation 
requiremente of an unrecognized tax benefit, or a portion of an unrecognized tax benefit, in the financial statements. This ASU is effective for 
fiscal years, and interim periods within those years, beginning after December 15, 2013. Early adoption is permitted and refrospective 
application is permitted but not requfred. We do not expect the appUcation of this ASU to have an unpact on its consoUdated financial 
statements. 

Seasonality 

Our revenue is subject to seasonality and fluctuations during the year primarily as a result of weather conditions and its impact on the 
demand for energy. The majority of our revenue is generated from the commissions we receive under any given energy contract, which is tied to 
tfie energy consumer's consumption of energy. Therefore, revenue from natoral gas consumption tends to be strongest during the wrinter months 
due to the increase in heating usage, and revenue from electricity consumption tends to be st rongest during the summer months due to the 
increase in air conditioning usage. Our revenue is also subject to fluctoations within any given season, depending on the severity of weatiier 
conditions — during a particularly cold winter or an unseasonably warm summer, energy consumption will rise. In addition, fransaction revenue 
in the natural gas and wholesale maikete for which we invoice upon completion ofthe respective transaction tends to be higher in the fust and 
fourth quarters when utilities and natoral gas customers make their annual natoral gas buys. 

CyclicaUty 

We believe tiiat our business will continue to be cyclical in nature and is tied, in part, to market energy prices which impact transaction 
volume. When energy prices increase in competitive markets above the price levels ofthe regulated utilities, energy consumers are less likely to 
lock-in to higher fixed price contracte in the competitive markete and so they are less Ukely to use our auction platfonn. Conversely, when 
energy prices decre ase in competitive markets below the price levels of the regulated utilities, energy consumers are more Ukely to lock-in to 
lower fixed price contracts in the competitive markete and they are more likely to use our auction platform. Although our short term revenue is 
impacted by usage frends, these cyclical effecte will also have longer term implications on our business because we derive future revalue from 
cunent auctions. Our Energy Efficiency Services segment tends to experience higher revenue in the thfrd and fourth quarters as utiUties approve 
funding for projects to be completed by the end of their calendar year. 

Off-Balance Sheet Transactions 

We cunently have no off-balance sheet arrangemente that have or are reasonably likely to have a current or fotore material effect on our 
financial condition, changes in fuiancial condition, revenues or expenses, resulte of operations, liquidity, capital expenditures or capital 
resources. 

Item 7A. Quantitative and QuaUtative Disclosures about Market Risk 

Not Applicable. 

Item 8. Financial Statements and Supplementary Data 

The consolidated financial statemente listed in Item 15(a) are incoiporated herein by reference and are filed as a part of this report and 
follow the signature page to this Annual Report on Form 10-K on page 4 3. 

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 

None. 

Item 9A. Controls and Procedures 

Evaluation of Disclosure Confrols and Procedures 
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As required by Rule 13a-15 under the Securities Exchange Act of 1934, as amended (tiie "Exchange Act"), the Company carried out an 
evaluation under the supervision and witii the participation of the Company's management, including the Chief Executive Officer and Chief 
Financial Officer, of tfie effectiveness of the Company's disclosure controls and procedures. In designing and evaluating the Company's 
disclosure controls and procedures, the Company and ite management recognize that there are inherent Umitatio ns to the effectiveness of any 
system of disclosure controls and procedures, including the possibility of human enor and the cfrcumvention or overriding of tiie conttols and 
procedures. Accorduigly, even effective disclosure controls and procedures can only provide reasonable assurance of achieving thefr desired 
confrol objectives. Additionally, in evaluating and unplementing possible controls and procedures, the Company's management was required to 
apply ite reasonable judgment. 

Based upon this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure conttols and 
procedures were effective as of December 31,2013. 

Intemal Control Over Financial Reportfrie 

a) Management's Report on Intemal Confrol Over Financial Reporting 

Our management is responsible for establishing and maintaining adequate intemal control over financial reporting for the Company, as 
such term is defined ui Rule I3a-15(f) under the Exchange Act. Because of its inherent limitations, intemal confrol over financial reportmg may 
not prevent or detect misstatemente. Projections ofany evaluation of effectiveness to futore periods are subject to the risk that controls may 
become inadequate because of changes in concUtions, or that the degree of compl iance with the policies or procedures may deteriorate. Our 
management assessed the effectiveness of our intemal confrol over financial reporting as of December 31,2013. In makmg this assessment, the 
Company's management used the criteria set forth by fli e COSO in the Intemal Confrol-lntegrated Frameworic. 

Based on this assessment, our management concluded that, as ofDecember 31,2013, our intemal control over financial reporting is 
effective based on those criteria. 

Remediation Steps Taken to Address Prior Material Weakness 

In March 2013, our management concluded that, as ofDecember 31,2012, our intemal control over financial reporting was not effective 
based on the COSO criteria and that we had a material weakness. In making this assessment, the Company's management used the criteria set 
forth by the COSO in Intemal Control-Integrated Framework in 1992. A ''material weakness" is defined as a significant deficiency, or a 
combination of significant deficiencies, that results in more than a remote lik elihood that a material misstatement of the annual or interim 
financial statements will not be prevented or detected. 

The foUowing is a description of the material weakness ui our internal confrol over financial reporting: In connection with the preparation 
of our aimual report on Form 10-K for the year ended December 31, 2012, we identified a material weakness in tfie design and operating 
effectiveness of our intemal confrol over financial reporting related to the recording of revenue recognhion for cer tain commission payments 
related to our mid-market product line. Specifically, we did not select and apply the appropriate accounting policies for GSE, which we acquired 
on October 31, 2011. Consequently, effective confrols did not exist to ensure that revenue from this product line was appropriately and 
accurately recorded. 

As soon as we learned of the material weakness, we began taking steps intended to remediate this material weakness and to improve oiu* 
control processes and procedures with respect to revenue recognition in general as part of our efforts to become compliant with the requiremente 
of Section 404 ofthe Sarbanes-Oxley Act of 2002. These activities included: 

• implementing a revised accounting policy for oiu- mid-market product-line; 

* establishing new policies, procedures and controls to ensure the new policy is administered conectiy; 

* evaluating the proper organizational stiiictore, including hiring a sufficient complement of personnel with the requisite 
knowledge and expertise of revenue recognition accounting standards under U.S. GAAP; and 

• to the extent necessary, hiring consultants with accounting expertise with specific expertise with revenue recognition. 

In particular, our remediation steps were designed to ensure that the recording of revenue recognition for certain commission payments is 
appropriate. Management believes that the remediation steps implemented during 2013 successfully remediated the specific issues identified as 
a material weakness in 2012. Specifically, we revi sed our revenue recognition policy for our mid-market product line, established new policies, 
procedures and confrols to ensure the new poticy was administered conectiy, and have hired additional personnel and reassigned existing 
personnel to ensure that the issues identified in the previous year were remecUated. We concluded that it was not necessary to hire consultante 
based on the successful execution ofthe other aforementioned remediation steps. 
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b) Attestation Report ofthe Independent Registered Public Accounting Firm 

This annual report does not include an attestation report of the Company's registered public accounting firm regarding intemal confrol 
over financial reporting. Management's report was not subject to attestation by the Company's registered public accounting ffrm, pursuant to 
mles ofthe Securities and Exchange Commission tfiat permit us to provide only management's report in this annual report. 

c) Change? in intemal Confrol Over Financial Reporting 

There was no change in the Company's intemal confrol over financial reporting, other than those described above, that occuned during 
the three months ended December31, 2013 tiiat has materially affected, or is reasonably Ukely to materially affect, the Company's intemal 
control over fin ancial reporting. 

Item 9B. Other Information 

Not appUcable. 
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PART III 

Item 10. Directors. Executive Officers and Corporate Governance 

The information requfred to be disclosed by tfiis item 10 is hereby incorporated by reference to the Company's definitive proxy statement 
to be filed by the Company wifliin 120 days of the close of its fiscal year. 

We have adopted a code of business conduct and ethics applicable to all of our directors, officers and employees, including our Chief 
Executive Officer and our Chief Financial Officer. The code of business conduct and ethics is available on the corporate govemance section of 
"Investor Relations" on our website www.worldenergv.com. 

Any waiver of the code of business conduct and ethics for directors or executive officers, or any amendment to the code that applies to 
directors or executive officers, may only be made by the board of directors. We intend to satisfy the disclosure requirement under Item 5.05(c) of 
Form 8-K regarding an amendment to, or waiver from, a provision of this code of ethics by posting such information on our website, at the 
address and location specified above. To date, no such waivers have been requested or granted. 

Item 11. Executive Compensation 

The information requfred to be disclosed by this item 11 is hereby incorporated by reference to the Company's definitive proxy statement 
to be filed by flie Company within 120 days after the close of ite fiscal year. 

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 

The infonnation requfred to be disclosed by tiiis item 12 is hereby incorporated by reference to tiie Company's definitive proxy statement 
to be filed by the Company within 120 days after the close of ite fiscal year. 

Item 13. Certain Relationships and Related Transactions, and Director Independence 

The information required to be disclosed by this item 13 is hereby incorporated by reference to the Company's definitive proxy statement 
to be filed by the Company within 120 days after the close of ite fiscal year. 

Item 14. Principal Accountant Fees and Services 

The information required to be disclosed by this item 14 is hereby incoiporated by reference to the Company's definitive proxy statement 
to be filed by the Company within 120 days after the close of ite fiscal year. 
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PART IV 

Item 15. Exhibits and Financial Statement Schedules 

(a)(1) Financial Statements 

For a list ofthe financial information included herein, see "Index to Consolidated Financial Stetemente" on page 44 of this Annual Report 
on Form 10-K. 

(a)(2) Financial Statements Schedules 

AU schedules are omitted because they are not applicable or the required infonnation is included in the accompanying consoUdated 
financial statemente or notes thereto. 

(a)(3) Exhibite 

The list of exhibite filed as a part of this Annual Report on Form 10-K is set forth on the Exhibit Index immediately preceding the exhibits 
hereto and is incoiporated herein by reference. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) ofthe Securities Exchange Act of 1934, the registrant has duly caused this rqiort to be 
signed on ite behalf by the undersigned, thereunto duly authorized. 

WORLD ENERGY SOLUTIONS, INC. 

By: Isl Philip Adams 
Philip Adams 
Chief Executive Officer 

March 31,2014 

Pursuant to the requiremente ofthe Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf 
ofthe registrant and in the capacities and on the dates indicated. 

Signature 

Is! Philip Adams 
Philip Adams 

Isl James Parslow 
James Parslow 

Isl Edward Libbey 
Edward Libbey 

Isl Peter Londa 
Peter Londa 

Isl Ralph Sheridan 
Ralph Sheridan 

Isl Sean Sweeney 
Sean Sweeney 

/s/John Wellard 
John Wellard 

/s/Thad Wolfe 

Title 

Chief Executive Officer and Director 

Chief Financial Officer 

Chairman ofthe Board and Director 

Director 

Director 

Director 

Dfrector 

Director 

Date 

March 31,2014 

March 31,2014 

March 31,2014 

March 31,2014 

March 31,2014 

Mareh 31,2014 

March 31, 2014 

March 31, 2014 
Thad Wolfe 
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WORLD ENERGY SOLUTIONS, INC. 

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 

i^fee'»^^QI^^BB^^^^^^Etj^^ 
CONSOLIDATED FINANOAL STATEl^NTS: 
r # H ^ ^ ^ l ^ i a a M M ^ ^ ^ ^ ^ ^ o r ^ ^ ^ ^ f l e r e v > ! ohitimkilliffi^mi^^ifeei^l^013anda?ecg^ 

Consolidated Statemente of Operations for World Enerev Solutions. Inc. for the years ended December 31.2013.2012 and 2011 

i^HV^^^^'^^^?^^^^'^'^^^^^^^'^^^^^'^"'^^*^^^ 
Consolidated Statements of Cash Flows for Worid Energy Solutions. Inc. for the years ended December 31.2013.2012 and 2011 

P*ge 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Stockholders 
World Energy Solutions, Inc. 
Worcester, Massachusette 

We have audited the accompanying consolidated balance sheete of World Energy Solutions, Inc. (the "Company") as of December 31,2013 and 
2012 and the related consolidated statements ofoperations, changes in stockholders' equity and cash flows for each ofthe three years in the 
period ended December 31, 2013. These consolidated financial statemente are the responsibility of the Company's management. Our 
responsibility is to express an opuiion on these consoUdated financial statements based on our audits. 

We conducted our audite in accordance with the standards ofthe PubUc Company Accounting Oversight Board (United States). Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material 
misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its intemal confrol over financial reporting. 
Our audit included consideration of intemal conttol over financial reporting as a basis for designing audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's intemal control over financial reporting. 
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounte and disclosures in 
the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consoUdated financial statements refened to above present fairly, in all material respects, the financial position of World 
Energy Solutions, Inc. as ofDecember 31, 2013 and 2012 and the resulte of ite operations and ite cash fiows for each ofthe three years in the 
period ended December 31,2013, in conformity with accounting principles generaUy accepted in the United States of America. 

Isl Mareum LLP 

Marcum LLP 
Boston, Massachusetts 
Mareh 31,2014 
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WORLD ENERGY SOLUTIONS, INC. 

ConsoUdated Balance Sheete 

December 31, 

Cunent assete: 

Trade accounte receivable, net 

OmroUgMtiOT^delfored tax asset 

Total current assete 

h ^ ^ b l e assete, net 

Deferred tax asset, net of current portion 

Total assets 

Cunentl^Uties: 

Accrued commissions 

Accmed contingent consideration 

Defeired revenue and customer advances 

2013 2012 

7,738,ui 7,24^603 

901^50 1,632,280 

11^7,803 _ 12,699,144 

15,1^,965 ' 7l9,092,998 

T^PJ'^^i "^5,844,980 

^f::r-

'^JursS^iJ^liiM'v 

JJS^K^S 
i^i(jedj^Ml^ab^_vH 

Cunent portion of long-term debt, net of unamortized d^t discount of $0 at December 31,2013 and 
$39,873 at December 31, 2012 

Long-term debt, net of cunent portion, net of unamortized debt discount of $0 at December 31,2013 
and $89,714 at December 31,2012 

Deferred revenue and customer advances, net of cunent portion 
_ . , . . _ , . .̂̂  ^ _ _ . ^inraitii^Siqn:: . 
Related party subordinated notes payable, net of cuirent portion 

Total liabilities 
P^TOti^^^^l^ntiri^mciWjiifi^ote^i^^ :̂ ŷ v .: 
Stockholders' equity: 

Conunon stock, $0.0001 par value; 30,000,000 shares autiiorized; 12,178,366 shares issued and 
12,120,338 shares outstanding at December 31,2013, and 11,998,313 shares issued and 11,949,376 
shares outetandmg at December 31,2012 

Accumulated deficit 
E f ^ ^ ^ ^ ^ ^ i g m Q 2 g s h a r i at l i^em 
Total stoclcholders* equity 
^o|li jiaBiUtie î̂ id sto6^^ 

1^67,839 1,W2,802 

1,000,000 3,792,505 

3,5"46,380 * L929377 

477j712 

i•(!f^'Jyxy..• 

1,960.127 
-";f:-^^iMl^^^v^^^^":^05K^i^ 

4v41£,286 5,522,288 

3.910,035 

500,000 

25.598.878 28,420.535 

1.212 

(19,156,245) 

1,195 

(16,836,823) 

25.480,584 26,710.127 
51i079i462 55a30j662 

The accompanying notes are an integral part of these consolidated financial statements. 
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WORLD ENERGY SOLUTIONS, INC. 

ConsoUdated Statements of Operations 

Years Ended December 31, 

Brokerage commissions, fransaction fees and efficiency projects 

2013 2012 2011 

$ 33,927,370 $ 30,824,446 $ 19,525,121 
.y^c m9ms 

Total revenue 

Gross profit 

Sales and marketing 

Cost;^revenue^A:^ V: •, r 

- ^;^i-i•;"!S^^•"^Vl 

34,677,115 

25.360,524 

ai^jj54^91:i 
31,778,837 

21.709,480 
(ima^;..^:^:i^^msmsma^msM^s^^:^ 

20,524,567 

16.514,572 

l'?i4?i?I? 1M82,723 ' 7 'lo,631,035 

27342.712 23.410,612 16.421.299 Total operating expenses 

Pt^^ ^P^™?) income: 
'̂•..•:- ^ ^ W t ^ 8 2 l l S 8 ) - ^ - i ^ ^ 

Interest income 

Otfier expense, net 
^^UneJlxesi*;̂ ^*:;?'̂ ^^^^ '̂•••->•?:'':• r̂ :::;̂ -;;̂ :; --;.<:̂ V̂:'-j\.; ;-.-

6,358 - 51,245 

(1.060.308) 

Income tax benefit (expense) 

Net (loss) income per common share — basic and diluted 

i^ti^^Msr^^Mlf'-^^^'. '-̂  "''•"' 
Weighted average shares outetandmg — fluted 

The accompanying notes are an integral part of these consoUdated financial statements. 

47 



W O R L D E N E R G Y S O L U T I O N S , I N C . 

ConsoUda t ed S t a t e m e n t e of C h a n g e s i n S toc lUio lders ' E q u i t y 
Y e a r s E n d e d D e c e m b e r 3 1 , 2 0 1 3 , 2 0 1 2 , a n d 2011 

C o m m o n Stock 
N u m b e r of 0.0001 

S h a r e s $ P a r Value 

Stock-hased compensation 

^Je^infa;^ 

9.155^81^^ 

Issuance ofcommon stock in 
cormection with private placement, net 

g l f f l ^ t i ^ ^ ^ ^ S s l ^ S t ^ t f v ? ^ ' ^ ? I 
Exercise of stock options 

BaUnc^DM<^^31j2011 

Ex^cise of stock options 

Net income 

Stock-based compensation 

1,520,001 

76,938 

11.853.025 
> — 

li;688 ' 
69.813 

TO 

152 

T r e a s n r y Stock Addi t ional Tota l 
N u m b e r S ta ted a t Paid-in Accumula ted S tockholders ' 

of Sha res Cost Capi ta l Deficit Eqa i ty 
.^""}r33i55a;07ii $^<:aiOSiiteii8)-^^^ 

609,820 - 609,820 
45,025^^^$^ 

W6^^ 

1.185 

1 
7 

48.294 

643 

conn«noni«a t i i tp$nc t i^ ; !^ock;0an te 
|es$:coflnnidn^^^tcv;^u)h^^ ' ^ 
Issuance o f c o m m o n stock in 
connection with contingent 

Wi^9^^: 

32.510 

•^"^I^IM M ^ 

9,091 

/-\i Qi l^p 

-

;>;:^v:i: :--.;•:•:,iii;--J. 

r221.603) 

(2,750) 

(224;353)^ 

•;V.r>:-:--<,-^lj 

5,303,827 

• 3 , 4 ^ ; Q i 4 -
89,300 

42.967.034 
465J835 
139.J55 

. 0) 
197,687 

599.554 

• - . ' • . ^ • ' • \ ' - ^ - ' : - . y ' 

-

r22-127.515^ 

5,290,692 

^^"^^W3) 

5,303,979 

89,308 

20.619.101 
4 6 S ^ 3 5 
139,5^5 

(2,750) 
197,694 

5,290,692 
^ ^ ^ 7 1 1 6 ^ ^ 

599.554 

(34^991) (2) (^mo) 

consideration paid in acquisition 
KCercjse pfstwik options 
Net loss 

3a1Sice, Dec«̂ bê ^̂ ^ 

76,577 

12,120^8 ;$• 

8 
6 

1̂ 212 

325,442 
- - i?9i^9 

58i028 $wai59,344) u$ :4 f̂eMi9&i 

325,450 
. \ t i? Î»i5 

(2.319,422) (2,319,422) 
$ C d 9 4 5 6 , 2 4 5 ) - ^ ; $ ^ : ^ 1 2 5 ^ 0 ; 5 ] ^ 

T h e accompanying notes are an integral part o f these consolidated financial s tatements. 
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WORLD ENERGY SOLUTIONS, INC. 

Consolidated Statements of Cash Flows 

!^5h flb»^i^6^ njinfi^^ 
Net^oss)tm:oine 
|@iHlM^1^^M^^^e}iiigtincsi)Pte (loss) to nê  

Depreciation and amortization' 
t.(e)aHdfflS*^Q^fex^^^Vv;i-j^ vi?.-... ..:v'̂ A: ..,:- ::--•• • • .:•• • --.̂ v-v - ,i-.':-. .•:. 

Stock-based compensation 

Gain on sale of investinent 
i^J^^^£^f^^lC^^^^f<fti#arTaiite jfeiatt '̂to debt diSTO : ' 

Yean ^ d c d December 31, 

Interest on accmed conttneent consideratton 
>:Jntaest-:<Mitiote,p!wivable': : v ."'•:• y ' . 

Changes in operating assets and Uabilities, net ofthe effecte of acquisitions: 
r • TrM!^iCi^fflteJ^si\gi^ ••• y•••••••' -' 

Inventory 

Accounte payable 
? Acfaueojcomroissions^^ ••,.,;• 

Accmed compensation 
fc.--.-. : ^ ' . • ^ — ~ 

Accmed expenses and otiier current liabilities 
^ueand^ustomervadvanoes -J •:̂ y 

Net cash provided by operating activities 
(2|@h î)KS;̂ m4iis:̂ ng'eBpHWties;v, 

(increase) decrease in otiier assete 

Proceeds trom (cash payment for) sale of mvestment 
"̂  "^ -jSjffj^^^^g^^gygmicntj'netQfdispq^^^^ 

Net cash used m investii^ activities 

Proceeds from exeicisejof stock options 
l"^1^^^^^^1^i^&J§C¥^^Sni^^ipqki^iiet:-

Purchase of treasuty stock 
f 'Bn^fidsil^inMSB9nee®glsngTt«m 4ebt 

Principalps^iente on long tMin debt 

Payments of contingent consideration 
^ABpj^ipaL^HnSJijiMtML^^^ ' 

Net cash (used in) provided by financing activities 
N i t I ? i ^ ^ ^ i ^ ^ ^ n ^ i M d : i s ^ h ; ^ m v ^ e a t e : 
Cash and cash equivalente, beginning of year 
pl^;a^^^^:;^i^SMtt9.fye^ 

2013 

$ (2,319,422) $ 

4,156,737 
- - (623;674)- . 

599.554 
yyy- A h i n 

-
129;587 
33,206 

• : -̂  - ' • " ~ ' • - y ' - ' . 

(495;538) • 

653.339 
5I?;C|^: 

(374,620) 

:; >;^MP) < 
(139,405) 

^;^^=Hi^M03 ^ ci.-v 
3.135,779 

(37,261) 
y-''iyy:-^y.y::yy^i.y-'^^ 

P-mr jMS^my^L 
(182,635) 

•-• ' . . •S. 'Ci- . f- - . ; : - - ^ - * V v > < J S > ' . " • • - . • - • i ' 

199,865 
•. -/-V-
(34,990) 

„6;669.tKK> . 
(6,500,000) 

. (iiSPoW^ :. 
(2,685,548) 

-i.^.-:.(i5^i57>^-^:^ 
(4,535,830) 

- ^li5S2i$86J • i 
3,307,822 

$• iJ^iU725Vl36 $ : 

2012 

5,290.692 $ 

3,281,621 
. ^564j993) y y 

465,835 
' y ' ' - ^ y ^ ^ ^ 2 : i y : '••••• 

(53,106) 

:̂ SM 
100,275 

'-' • ' y - - - - : f ' i . \ ' •^-

' ^ , 6 8 ^ 9 5 ) ' 
133,548 

: : - r ( ^ ^ M y 
223,370 
^ l ^ M 7 - ^ 
54,719 

vMMy^^ 
707,126 

-^^^^89l^-;>i^i-
3.786,548 

. 
V^^T1^0^59) '^--^ 

770,042 

(7,744,823) 
--.~r,!.<i?s>',i?5^iTC.--.'5-r^r 

197,694 
•:•-.- • P : ^ y ; P ^ . ^ : , 

(2,750) 
lQ,50pi6ftCJ 

-
a;§Wi^,^^ 
(2,250,000) 

..̂ ^^^16-648) v̂ ^ 
5,428,296 
1:4TO^1 ^^' 
1,837.801 

.t,.3^7i822-$!> 

2011 

(46,477) 

1,62 i,034 
? i ^ m M 

609,820 
' ~- • • : . ^ " ; i . - : ^ T 

-
• ' ' T ' : 

-
(53i526) 

(66,698) 
(286,299) 

557,343 
; ^^V&0h 

139,235 
:-.̂ ^msm-

377,629 
^.o^:JIS^8^J 

3,647,727 

(43,613) 
^ ( l O ^ I ^ ^ 

(216,666) 

(10.682,201) 
^fy- r ' ! !^^ '^ '^'- '--

89,308 

, si^asisp; 
(11,663) 

" • ' • • ' T 

-
(53/?(fe0 

-
:s.^a4.928) 

5,312,987 
( i^ ih^y 
3,55938 

^t;837^801 

The accompanying notes are an integral part of these consoUdated financial statements. 
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WORLD ENERGY SOLUTIONS, INC. 

Notes to ConsoUdated Financial Statements 

NOTE 1 — COMPANY OVERVIEW 

World Energy Solutions, Inc. ("World Energy" or die ^Company") offers a range of energy management solutions to commercial and 
industrial businesses, institutions, utilities, and govemments to reduce their overall energy coste. The Company comes to market with a holistic 
approach to energy management helping customers a) conttact for a competitive price for energy, b) engage in energy efficiency projects to 
minimize quantity used and c) pursue available rebate and incentive programs. The Company made ite mark on tiie industry with an innovative 
approach to procurement via its online auction platforms, the World Energy Exchange ®. With recent investments and acquisitions. World 
Eneigy is biutding out ite energy efficiency practice engaging new customers while also puisuing more cross-selling opportunities for ite 
procurement services. 

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

The Company's accompanymg consolidated financial statements include ite wholly-owned subsidiary World Eneigy Securities Corp. All 
intercompany accounts and transactions have been eliminated in consolidation. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted m the United States of America 
("GAAP") requires management to make estimates and assumptions that affect the reported amounts of assets and Uabilities and disclosure of 
contingent assets and Uabilities at tii e date of the financial statemente and the reported amounte of revenue and expenses during the reporting 
period. Accordingly, actual results could differ from these estimates. 

The Company's most judgmental estimates affecting its accompanying consolidated financial statemente are those relating to revenue 
recognition and the estimate of acmal energy delivered from the bidder to the lister of such energy; stock-based compensation; the valuation of 
intangible assets and goodwill; the valuation of contingent consideration; impairment of long-lived assets; warranty liability; and estimates of 
future taxable income as it relates to the realization ofthe Company's net defened tax assete. The Company regularly evaluates ite estimates and 
assumptions based upon historical experience and various otiier ^ to r s that the Company believes to be reasonable under the circumstances, the 
results of which form the basis for making judgments about tiie canying values of assete and liabilities that are not readily apparent from other 
sources. To the extent actual results differ from those estimates; future results ofoperations may be affected. 

Revenue Recognition 

Retail Electricity Transactions 

The Company cams a montiily commission on energy sales contracted through ite online auction platfoim from each bidder or energy 
supplier based on the energy usage transacted between the bidder and lister or energy consumer. The Company's conunissions are not based on 
the retail price for electricity; rather on the amount of energy consumed. Commissions are calculated based on the energy usage transacted 
between the energy supplier and energy consumer multiplied by the Company's contractual commission rate. The contractual commission rate is 
negotiated with the energy consumer on a procurement-by-procurement basis based on energy consumer specific circumstances, including the 
size of auction, the effort required to organize and mo tbe respective auction and competitive factors, among others. Revenue from commissions 
is recognized as eamed on a monthly basis over the life of each contract as energy is consumed, provided there is persuasive evidence of an 
arrangement, tbe sales price is fixed or determinable, collection ofthe related receivable is reasonably assured, and customer acceptance criteria, 
if any, has been successfully demonsti^ted. 

The Company records brokerage commissions based on actual usage data obtained from the energy supplier for that accounting period, or 
to the extent actual usage data is not available, based on the estimated amount of electricity and gas delivered to the energy consumers for that 
accounting period. The Company develops its estimates on a quarterly basis based on the folio wing criteria: 

Payments received prior to the issuance ofthe consolidated financial statemente; 

Usage updates from energy suppUers; 

Usage data from utilities; 

Comparable historical usage data; and 

Historical variances to previous estimates. 
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To the extent usage data cannot be obtained, the Company estimates revenue as foUows: 

Historical usage data obtained from the energy consumer in conjunction with tiie execution ofthe auction; 

Geographic/utility usage pattems based on acmal data received; 

Analysis of prior year usage pattems; and 

Specific review of individual energy supplier/location accounts. 

In addition, the Company analyzes this estimated data based on overall industry trends including prevailing weather and usage data. Once 
the actual data is received, the Company adjusts the estimated accounts receivable and revenue to the actual total amount in the period during 
which the payment is received. Based on management's cunent capacity to obtain actual energy usage, tiie Company cunentiy es timates four to 
six weeks of revenue at the end of its accounting period. Differences between estimated and actual revenue have been within management's 
expectations and have not been material to date. 

The Company does not invoice ite electricity energy suppliers for monthly commissions eamed and, therefore, it classifies a substantial 
portion of its receivables as "unbilled." UnbiUed accounts receivable represents management's best estimate of energy provided by the energy 
suppliers to the energy consumers for a specific completed time period at contracted commission rates and is made up of two components. The 
fiist component represents energy usage for which the Company has received acmal data from the supplier and/or the utility but for which 
payment has not been received at the balance sheet date. The majority of tiie Company's contracmal relationships with energy suppliers require 
them to supply actual usage data to tiie Company on a monthly basis and remit payment to the Company based on that usage. The second 
component rqiresents energy usage for which tiie Company has not received acmal data, but for which it has estimated usage. Commissions paid 
in advance by certain energy suppliers are recorded as defened revenue and amortized to conunission revenue on a monthly basis on the energy 
exchanged tl^t month. 

Retail Natural Gas Transactions 

There are two primary fee components to the Company's retail natural gas services: transaction fees and management fees. Transaction 
fees are billed to and paid by the energy supplier awarded business on the platform. These fees are established prior to award and are the same 
for each supplier. For the majority ofthe Company's natural gas transactions, the supplier is billed upon the conclusion ofthe transaction b ased 
on the estimated energy volume transacted for the entire award term multiplied by the transaction fee. Management fees are paid by the 
Company's energy consumers and are generally billed on a monthly basis for services rendered based on teims and conditions included in 
contt'actual arrangements. While substantially all of the Company's retail natural gas transactions are accounted for in accordance with tiiis 
policy, a significant percentage are accounted for as the natural gas is consumed by the customer and recognized as revenue in accordance with 
the retail electricity transaction revenue recognition methodology described above. 

Mid-Market Transactions 

The Company earns a monthly commission on energy sales from each energy supplier based on the energy usage transacted between the 
eneigy supplier and eneigy consumer. The commissions are not based on the retail price for electricity but rather on the amount of energy 
consumed. Commissions are calculated based on the energy usage transacted between the energy supplier and energy consumer multiplied by 
the Company's contt'actual commission rate. Revenue from commissions is recognized as eamed over the life of each contract as energy is 
consumed, provided tiiere is persuasive evidence of an arrangement, the sales price is fixed or determinable, collection of the fee is reasonably 
assured, and customer acceptance criteria, if any, has been successfully demonstrated. The Company generally recognizes revenue on tiiese 
transactions when it has received verification from the electricity supplier of the end-users power usage and electricity supplier's subsequent 
collection ofthe fees billed to the end user. The verification is generally accompanied with payment ofthe agreed upon fee to the Company, at 
which time the revenue is recognized. Commissions paid in advance are recorded as customer advances and are recognized montiily as 
commission revenue based on the energy exchanged that month. To the extent the Company does not receive verification of actual energy usage 
or it cannot reliably estimate what actual energy usage was for a given period, revenue is deferred until usage and collection data is received 
from the energy supplier. To the extent that the Company does not receive actual usage data from the energy supplier, it will recognize revenue 
at the end ofthe contract flow date. In October 2012, the Company acquned Northeast Energy Partners, LP ("NEP"). NEP recognizes revenue 
monthly as energy fiows from the energy supplier to the end user. The Company can reliably estimate actual energy usage based on historical 
usage data compiled by NEP. 
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Demand Response Transactions 

Demand response transaction fees are recognized when the Company receives confinnation from the demand response provider ("DRP") 
that the energy consumer has performed under the ^plicable Regional Transmission Organization ("RTO") or Independent Service Operator 
("ISO") program requirements. The energy consumer is eitiier called to perform during an actual curtailment event or is required t o demonsttate 
ite abiUty to perfoim in a test event during the perfonnance period. For PJM Interconnection ("PJM"), an RTO that coordmates the movement of 
wholesale electricity in all or parts of 13 states and tiie District of Columbia, the performance period is June through September in a calendar 
year. Test resulte are submitted to PJM by the DRPs and the Company receives confirmation ofthe energy consumer's performance in the fourth 
quarter. DRPs typicaUy pay tiie Company ratably on a quarterly basis throughout the demand response fiscal (June to May) year. As a resuU, a 
portion ofthe revenue the Company recognizes is reflected as unbilled accounte receivable. 

Wholesale and Environmental Commodity Transactions 

Wholesale transaction fees are invoiced upon the conclusion of the auction based on a fixed fee. These revenues are not tied to future 
energy usage and are recognized upon the completion of the online auction. For reverse auctions where the Company's customers bid for a 
consumer's business, the fees are paid by the bidder. For forward auctions where a lister is selling energy products, the fees are tj^ically paid by 
the lister. While substantially all wholesale transactions are accounted for in this fashion, a small percentage of the Company's wholesale 
revenue is accounted for as electricity or gas is delivered, similar to the retail electticity transaction methodology described above. 

Environmental commodity transaction fees are accounted for utilizing two primary methods. For regulated aUowance programs like the 
Regional Greenhouse Gas Initiative ("RGGI"), fees are paid by tiie lister and are recognized as revenue quarterly as auctions are completed and 
approved. For most other envhonmental commodity transactions both the lister and the bidde r pay the transaction fee and revenue is recognized 
upon the consummation ofthe underlying transaction as credite are delivered by the lister and payment is made by the bidder. 

Channel Partner Commissions 

The Company pays commissions to its channel partners al contractual rates based on monthly energy transactions between energy 
suppliers and energy consumers. The commission is accrued monthly and charged to sales and marketing expense as revenue is recognized. The 
Company pays commissions to ite salespe ople at contractual commission rates based upon cash collections from ite customers. 

Revenue Estimation 

The Company's estimates in relation to revenue recognition affect revenue and sales and marketing expense as reflected on its 
consolidated statements of operations, and tt^ade accounts receivable and accmed commission accounte as reflected on ite consolidated balance 
sheete. For any quarterly reporting period, the Company may not have actual usage data for certain energy suppliers and will need to estimate 
revenue. Revenue is initiaUy recorded based on the eneigy consumers' historical usage profile. At the end of each reporting period, the Con^iany 
adjuste this historical profile to refiect actual usage for the period and estimate usage where acmal usage is not available. For tiie year ended 
December 31,2013, the Company estimated usage for approximately 9% of its revenue resulting in a negative 0.3%, or approximately $ 105,000, 
adjustment to decrease revenue. This decrease in revenue resulted in an approximate $16,000 decrease in sales and mariceting expense related to 
third party commission expense associated with those revenues. Conesponding adjustmente were made to trade accounte receivable and accmed 
commissions, respectively. A 1% difference between this estimate and acmal usage would have an approximate $32,000 effect on the 
Company's revenue for the year ended December 31,2013. 

Energy Efficiency Services 

The Company's Energy efficiency services segment is primarily project driven where the Company identifies efficiency measures that 
energy consumers can implement to reduce their energy usage. The Company presents retrofit opportunities to customers, get approval from 
them to proceed and submit the proposal to tiie local utility for pre-approval and determination of available mcentives. Once the utility approves 
funding for tiie project, the Company installs the equipment, typically new heating, ventilation or air conditioning equipment, or replace lighting 
fixtures to more efficient models. The Company recognizes revenues for energy efficiency services when persuasive evidence of an arrangement 
exists, deliveiy has occuned, the price is fixed or determinable and collectability is reasonably assured. Due to the short-term nature of projecte 
(t>^ically two to three weeks), the Company utilizes the completed-contract method. The Company also assesses multiple contracte entered into 
by tiie same customer in close proximity to determine if the contracte should be combined for revenue recognition purposes. Revenues are 
recognized based upon factors such as passage of title, installation, paymente and customer acceptance. 
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Cash and Cash Equivalents 

The Company considers all highly liquid debt instmmente purchased with an original maturity of 90 days or less to be cash equivalents. 

Concentration of Credit Risk and Off-Balance Sheet Risk 

Financial instiiiments that potentially expose the Company to concentrations of credit risk consist principally of cash and trade accounts 
receivable. The Company has no material off-balance sheet risk such as foreign exchange contracte, option contracte, or other foreign hedging 
anangements. The Company places ite cash with primarily two institutions, which management believes are of high credit quality. As of 
December 31,2013, all of the Company's cash is held in interest bearing accounts. 

The Company provides credit in the form of invoiced and unbiUed accounte receivable to customers in the normal course of business. 
Collateral is not required for trade accounts receivable, but ongoing credit evaluations of customers are performed. While the majority of the 
Company's revenue is generated from retaU energy transactions where the winning bidder pays a commission to tiie Company, commission 
paymente for certain auctions ca n be paid by the Uster, customer or a combination of both. Management provides for an aUowance for doubtfiil 
accounts on a specifically identified basis, as well as tiirough historical experience applied to an aging of accounts, if necessaiy. Trade accounte 
receivable are written off when deemed uncollectible. To date write-ofTs have not been material. 

The following represente revenue and trade accounte receivable from bidders exceeding 10% ofthe total in each category: 

Bidder 

B" 

In addition to its direct relationship with bidders, the Company also has direct contractual relationships with listers for the online 
procurement ofceriain of their energy, demand response or environmental needs. These listers are primarily large businesses and govemment 
organizations and do not have a direct creditor relationship with the Company. For the years ended December 31, 2013 and 2012, no energy 
consumer represented more than 10% individually ofthe Company's aggregate revenue. 

Inventory 

Inventoiy is maintained in die Company's Eneigy efficiency services se^ent and consiste of prepaid expendables and project materials. 
Prepaid expendables represents consumable componente that are used in project installations and are stated at die lower of cost or market, with 
cost being determined on a first-in, first-out (FIFO) basis. Historical inventoiy usage and cunent trends are considered in estimating both excess 
and obsolete inventory. To date, there have been no material wr ite-downs of inventory and therefore no allowance for excess or obsolete 
inventory was recorded at December 31, 2013 and 2012. Project materials represent direct coste incurred on projects-in-process as of each 
reporting period. 

Revenue for tbe year ended December 31, 
2013 2012 2011 

12% 11% 13% 

Trade accounts receivable as of 
December 31, 

2013 2012 
: /•V-̂ -Tl)̂ '̂ -̂'̂ '̂\---̂ ''r̂ ;̂:?p -̂-̂ >-:-

12% 11% 

Inventory consists ofthe following: 

December 31, 
2013 20X2 

PseiaidWERbnaablê -̂-••:-.• '-••:.••.• • -••$ - ^ y yy-'y- S S ^ j ;=̂ $•̂ •̂ •̂ ••̂ '̂ ^̂ v.v-.-:̂ '"32̂ 4W• 
Project materials 360.207 122.207 
^.•T^j|ivCT^^^/-^"•••••"--^^^-''>•-•- • • $ '"--'r:: • ':^ :4lS;77q, -•:-.iStM^^g:>''vl-^^ti^^g 

Property and Equipment 

Property and equipment is stated at cost. Depreciation is provided on a straight-line basis over the estimated useful lives of the related 
assete or the life of tiie related lease, whichever is shorter, which range from 3 to 10 years. 
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Investment / Convertible Note Receivable 

In 2010, the Company made a strategic investment in the form of a two-year $650,000 convertible note with Retroficiency, Inc. 
("Retroficiency"). The convertible note accmed interest at 9% per annum witfi principal and interest due at the end of the term on July 22, 2012. 
It included optional and automatic conversion righte to convert into Retroficiency shares at $0.54 per share and was subject to adjustment in 
certain chcumstances. During the fourth quarter of 2011, Retroficiency execu ted a qualified financing in the form of Series A Preferred Stock at 
a price in excess of the Company's conversion price and all principal and interest amounts outstanding under the convertible note receivable at 
the time ofthe financing were converted into Series A Preferred Stock. In March 2012, the Company sold its investment in Refroficiency at a 
premium to its carrying value. As a result, a gain of approximately $53,000 was recorded as other mcome in the accompanying consolidated 
statemente of operations for the year ended December 31,2012. 

Other Assets 

Certain acquired software and significant enhancements to the Company's software are capitalized m accordance with Accoimting 
Standanis Codification ("ASC" ) 350-40, " Internal-Use Software " ("ASC 350-40"). Internally developed software coste capitalized in 2013 
amounted to $58,500. No intemaUy developed software coste were capitalized m 2012 or 2011. The Company amortized internally developed 
and purchased software over the estimated usefiil Ufe of tiie software (generally three years). During 2013, 2012 and 2011, approximately 
$2,000, $18,000 and $113,000 were amortized to cost of revenues, respectively. Accumulated amortization was approximately $1,223,000 and 
$1,221,000 at December 31,2013 and 2012, respectively. Pre- and post- software implementation and configuration costs have historically been 
immaterial and charged to cost of revenue as incuned. In addition, $400,000 ofceriain long teim prepaid partner paymente are included in other 
assets at December 31,2013, and $500,000 was included in the balance at December 31,2012. 

Intangible Assets 

The Company uses assumptions in establishing the initial carrying value, fair value and estimated lives of its intangible assets. The criteria 
used for these assumptions include management's estimate of the asset's continuing ability to generate positive income firom operations and 
positive cash flow in fumre period compared to the canying value of the asset, as weU as the strategic significance of a ny identifiable 
intangible asset in the Company's business objectives. If assets arc considered impaired, the impainnent recognized is the amount by which the 
canying value ofthe assete exceeds the fair value ofthe assets. Useful lives and related amortization expense are based on an estimate ofthe 
period that the assets will generate revenues or otherwise be used by the Company. Factors that would influence tfie likelihood of a material 
change in the Company's reported resulte include significant changes in tfie asset's abiUty to generate positive cash fiow, a significant decline in 
the economic and competitive environment on which the asset depends and significant changes in the Company's sttategic business objectives. 

Intangible assete consist of customer relationships and contracte, purchased technology and other intangibles, and are stated at cost less 
accumulated amortization. Intangible assets with a finite life are amortized using the stt:aight-Une method over their estimated useful lives, which 
r ange fiom one to ten years. 

Impairment ofLong-Lived and Intangible Assets 

In accordance with ASC 350, "Intangibles - Goodwill and Other" ("ASC 350"), the Company periodically reviews long-lived assete and 
intangible assete for impaiiment whenever evente or changes in circumstances indicate that the carrying amount of such assets may not be 
recoverable or that the useful Uves of tiiose assets are no longer appropriate. RecoverabiUty of these assets is determined by comparing the 
forecasted undiscounted net cash flows ofthe operation to which the assete relate to the carrying amount. No impairment ofthe Company's long-
lived assets was recorded as no change in circumstances indicated that the canying value of the assets was not recoverable during the years 
ended December 31,2013 and 2012. 

GoodwUl & Indefinite-Lived Intangible Assets 

The Company uses assumptions in establishing the initial carrying value and fair value of ite goodwill and indefinite-Uved intangibles. 
Goodwill represents the excess of the purchase price over the fair value of identifiable net assets of acquired businesses. Indefinite-lived 
intangibles are intangible assets whose useful Uves are indefinite in that their lives extend beyond the foreseeable horizon - that is there is no 
foreseeable limit on the period of time over which it is expected to contribute to the cash flows of the reporting entity. The Company accounts 
for these items in accordance witfi ASC 350, under which goodwill and intangible assets having indefinite lives are not amortized but instead are 
assigned to reporting units and tested for impairment annually or more frequently if changes in circumstances or the occunence of events 
indicate possible impairment. 
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The Company performs its annual impainnent test at the end ofthe fourth fiscal quarter of each year, or earUer, if indicators of potential 
impainnent exist. This unpaiiment test is performed for each of its segmente - Energy procurement and Energy efficiency services - w^ch have 
been determined to be the Company's reporting units. The impairment test for goodwill and indefinite-lived intang ibles is a three-step JH'OC^S. 
Step 0 gives entities the option of first perfoiming a quaUtative assessment to test for impairment on a reporting-unit-by-reporting-unit basis. If 
after perfoiming the qualitative assessment, an entity concludes that it is more-Ukely-than-not ("MLTN", typically quantified as a lUceUhood of 
more than 50%) that the fair value of a reporting unit is less than its canying amount, then the entity would perform a two-step impairment test. 
However, if, after applying the qualitative assessment, the entity concludes tiiat it is not MLTN that die fair value is less tiian tiie canying 
amount, the two step impairment test is not required. Step one consists of a comparison of the fair value of a reporting unit with ite canying 
amoimt, including the goodwill allocated to each reporting unit. Ifthe canying amount is in excess ofthe fair value, step two requires the excess 
of the carrying amount of the reporting unit's goodwill over the implied fair value of the reporting unit's goodwill to be recorded as an 
impairment loss. To determine the fair value of each ofthe reporting unite as a whole, the Company uses a discounted cash flow analysis, which 
requires significant assumptions and estimates about the future operations of each reporting unit. Significant judgmente inherent in this analysis 
include tfie determination of appropriate discount rates, the amount and timing of expected future cash flows and growth rates. The cash flows 
employed in the discounted cash fiow analyses are based on financial forecasts developed by management The discount rate assumptions are 
based on an assessment of the Company's risk adjusted discount rate, appUcable for each reporting unit. In assessing the reasonableness of the 
determined fair values ofthe reporting units, tbe Company evaluates its resulte against ite current market capitalization. 

As ofDecember 31, 2013 and 2012, the Company performed a step one analysis on both the energy procurement and energy efficiency 
services reporting unite and det eimined that their indicated fair values substantiaUy exceeded their carrying values. The Company reUed on a 
weighted average cost ofcapital of 15.75% and 16.15% for each reporting unit as of December 31,2013 and 2012, respectively, which tiikes into 
consideration certain qiecific small company premiums. The Company utilized a long-term growtii rate of approximately 8% and 3% for tiie 
energy procurement and 15% and 20% efficiency services reporting units as ofDecember 31, 2013 and 2012, respectively, and assumed a 
combined tax rate of 40% for both units and in both years. 

As ofDecember 31,2013, the Company performed a step one analysis on the Company's indefinite-Ufe intangibles related lo ite Energy 
efficiency services segment customer relationships. Indefinite-life was assigned to the Company's prime contractor relationships with the 
customer base in the Norwich Public ("Norwich") and United Illuminated ("UI") utility regions ("Prime") and the Company's relationships with 
the customer base within the Connecticut, Light and Power, UI and Norwich regions as a subcontractor ("Subcontractor") at the NES acquisition 
date. The fair value of both the Prime and Subcontractor relationships exceeded then carrying values. The Company relied on a weighted 
average cost of capita of 16.6% for the Prime relationship and IS.7% for the subcontractor relationship as ofDecember 31,2013, which takes 
into consideration certain specific small company premiums. The Company utilized a long-term growtii rate of approximately 10% for both the 
Prime and Subcontractor relationships and assumed a combined tax rate of40% for both. As ofDecember 31, 2012, the Company performed a 
quaUtative assessment of ite indefinite-lived intangibles related to its Energy efficiency services segment customer relationships and deteimined 
that it was not lUcely that the Mr value of a reporting unit was less than ite canying value. 

Deferred Revenue and Customer Advances 

Deferred revenue and customer advances arise when eneigy suppliers pay the Company a commission prior lo the Company meeting all 
the requirements necessary to recognize revenue. Deferred revenue and customer advances expected to be recognized as revenue by year are 
approximately as foUows; 

Amount 
2ftl4 .;.-• .;;:,--̂ \̂-:V^ :̂ :. •.;•••-•.^:. :; "• ••$r •";'--•'•-^-SiS^feffi^O-
2015 2,235,000 
M6.-: ' . r :r-^\ : :^y^y-:M\My-P-^^ - . : :• ':•'-. ':.. '••' <: / • - : " j n ^ * -
2017 310,000 
^^l^aiBttiETei^^^:;;.-.":^^ • , • • . • . X ; : . ; .^> 22^|oSb 

Total defened revenue and customer advances $ 7,456,000 

The following table provides a rollfonvard of deferred revenue and customer advances: 

Amount 
BalanMatJanu^l;2Cil3 $ 5^09;O00 
Cash received 4,362,000 
Revenue iecp^zedi (2.215.660) 

Balance at December 31,2013 $ 7,456.000 
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Warranty 

The Company's Energy efficiency services segment provides ite customers a one year warranty for all parts and labor in its mstallation 
workmanship. The Company has determined primarily fh)m historical information and management's judgment, that warranty costs are 
immaterial and no estimate for wananty cost is required at the tune revenue is recognized. Should actual warranties differ from the Company's 
estimates, an estimated warranty liability would be required. 

Income Taxes 

In accordance with ASC 740, "Income Taxes" ("ASC 740"), defened tax assete and liabilities are deteimined at the end of each period 
based on the future tax consequences that can be attributed to net operating loss canyforwards, as welt as differences between the financial 
statement carrying amounte ofthe existing assete and liabilities and their rrapective tax basis. Defened income tax expense or credite are based 
on changes in the asset or liability from period to period. Valuation aUowances are provided if, based on the wei^t of available evidence, it is 
more Ukely than not that some or all of tfie deferred tax assete wiU not be realized. The realization of deferred tax assets is dependent upon the 
generation of future taxable income. In assessing the requirement of a valuation allowance, the Company considers past performance, expected 
fiiture taxable income, and qualitative factors which the Company considers to be appropriate in estimating fhture taxable income. The 
Con^any's forecast of expected fiiture taxable income is for fiiture periods that can be reasonably estimated. ResuUs that differ materially fixtm 
cunent expectations may cause the Company to change ite judgment on future taxable income and the necessity of a tax valuation allowance. 

The Company has reviewed the tax positions taken, or to be taken, in its tax returns for all tax years currentiy open to examination by the 
taxing authority in accordance with ASC 740's recognition and measurement standards. At December 31,2013, there are no expected material, 
aggregate tax effecte of differences between tax retum positions and the benefite recognized in the Company's consolidated financial statements. 
The Company accounte for interest and penalties related to uncertain tax positions as part of ite provision for income tax^. 

Stock-based Compensation 

The Company recognizes the compensation from stock-based awards on a straight-Une basis over the requisite service period of the 
award. S tock-based awards to employees consisted of grants of stock options for tiie years ended December 31,2013,2012 and 2011 and grante 
of restricted stock for tfie years ended December 31, 2013 and 2012, respectively. The restrictions on the restricted stock lapse over tiie vesting 
period. The vesting period of stock-based awards is deteimined by the board of directors, and is generaUy fonr years for employees. 

The Company accounte for transactions in which services are received from non-employees in exchange for equity instruments based on 
the fair value of such services received or of the equity instmmente issued, whichever is more reUably measured. There were no equity 
insttuments granted to non-employees for the year ended December 31, 2013. For the years ended Deceraber31, 2012 and 2011 stock-based 
awards to non-employe es consisted of grants of stock warranto. TTie vesting period of stock wanants granted ranged from one to seven years. 

Leases 

Rent under non-cancelable operating leases that include scheduled rent increases are accounted for on a straight-line basis over the lease 
term. Allowances and other lease incentives provided by the lessor are amortized on a straight-line basis as a reduction of rent expense. The 
difference between straight-line expense and rent paid is recorded as a deferred rent liability in t he consolidated balance sheet. 

Advertising Expense 

Advertising expense primarily includes promotional expenditures and is expensed as incuned. Advertising expenses incuned were 
approximately $229,000, $205,000 and $144,000 for the years ended December 31,2013,2012 and 2011, respectively. 

Comprehensive Income (Loss) 

ASC 220, "Comprehensive Income " ("ASC 220"), establishes standards for reporting and displaying comprehensive Ooss) income and its 
con^onente in financial statemente. Comprehensive (loss) income is defined as the change in stockholders' equity of a business enterprise 
during a period from transactions and other events and circumstances from non-owner sources. The comprehensive (loss) income for all periods 
presented consisted only ofthe reported net (loss) income. 
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Fair Value of Financial Instruments 

The Company's financial instmmente include cash and cash equivalents, accounts receivable, accounts payable, accmed expenses 
(including contingent consideration) and debt. The carrying amounte for these financial instmments reported in the consolidated balance sheete 
approximate their fair values. 

Fair Value Measurements 

The Company follows ASC 820, " Fair Value Measurements and Disclosures " ("ASC 820"), for fair value measuremente. ASC 820 
defines fair value, estabUshes a framework for measuring fair value, and expands disclosures about fair value measuremente. The standard 
provides a consistent defmition of fair value, which focuses on an exit price, which is the price that would be received to sell an asset or paid to 
transfer a liabiUty in an orderly ttansaction between market participants at the measurement date. The standard also prioritizes, within the 
measurement of fair value, the use of market-based information over entity specific information and establishes a three-level hierarchy for fair 
value measurements based on the nature of inpute used in the valuation of an asset or liabiUty as ofthe measurement date. 

The hierarchy established under ASC 820 gives the highest priority to unadjusted quoted prices in active markets for identical assets or 
liabilities (Level 1) and the lowest priority to unobservable inpute (Level 3). 

Level 1 — Pricing inpute are quoted prices available in active markete for identical investmente as of the reporting date. As 
required by ASC 820-10, the Company does not adjust the quoted price for these investments, even in situations where the 
Company holds a large position and a sale could reasonably impact the quoted price. 

Level 2 — Pricing inpute are quoted prices for similar investments, or inpute that are observable, either directly or indirectiy, 
for substantially the full term tiirough conoboration with observable market data. Level 2 includes investmente valued at quoted 
prices adjusted for legal or contractual restrictions specific to these mvestmente. 

Level 3 — Pricing inputs are unobservable for the investment, that is, inpute that reflect the reporting entity's own 
assumptions about the assumptions market participante would use in pricing the asset or liability. Level 3 includes investments that 
are supported by little or no market activity. 

Segment Reporting 

ASC 280, "Segment Reporting" ("ASC 280"), establishes standards for reporting information about operating segments in fmancial 
statements. Operating segments are defined as componente of an enterprise about which separate flnancial information is available that is 
evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in assessing performance. The Company's 
chief operating decision maker is tiie president and chief executive officer. The Company's chief operating decision maker reviews tiie resulte of 
operations based on two industry segments: Energy procurement and EnCTgy efficiency services. 

Recent Accounting Pronouncements 

In July 2013, Accounting Standards Update (" ASU") 2013-11, "Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit 
When a Net Operating Loss Canyforward. a Similar Tax Loss, or a Tax Credit Carryforward Exists" ("ASU 2013-11"), was issued which 
defines the presentation requiremente of an unrecognized tax benefit, or a portion of an unrecognized tax benefit, in the financial statements. 
This ASU is effective for fiscal years, and interim periods within those years, beghining after December 15, 2013. Early adoption is permitted 
and retrospective application is permitted but not required. The Company does not expect the application of this ASU to have an impact on ite 
consolidated financial statements. 

NOTE 3 — ACQUISITIONS 

The Company accounte for acquisitions using the purchase method in accordance with ASC 805, " Business Combinations ." The results 
ofoperations of acquisitions have been included in the accompanying consolidated financial statemente as ofthe dates ofthe acquisition. There 
were no acquisitions in 2013. Total cash paid for acquisitions was $8.1 million and $10.4 million in 2012 and 2011, re^ectively. The Company 
recognized $0.2 million and $0.7 million of total acquisition costs in 2012 and 2011, respectively, that were included in general and 
administrative expense in the accompanying consolidated statements ofoperations. 
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NEP 

On October 3, 2012, tiie Company acquired substimtially all ofthe assete and certain obUgations of Northeast Energy Farmers, LLC 
("NEP") pursuant to an Asset Purchase Agreement (the "Asset Purchase Agreement") between the Company, NEP, and ite members. NEP is a 
Connecticut based energy management and procurement company. 

The acquisition-date fair value ofthe consideration transferred totaled approxunately $12.1 million, which consisted ofthe following: 

Purchase Price 

Notes payable to seller 2,o66,o6o 
^ ra f f i l i ^^^^^^ i^ r^A; : - - fc ' - : ; - : ^̂ :- v..::.-::. •'['•-••''̂ ^v-y- :^-y-•:.'':••:•• •'3}-/-'r ' ••-(i-yy-'y - •.;. ,-". ^^-^•.,jM^y.^-^l^i^Miy. 

Total consideration $ 12,129,959 

The Company funded the initial $7.9 million cash portion of the purchase price through the issuance of long-teim debt. See Note 15 
"Credit Anangemente" for details of long-teim debt. 

The fair value of the Notes payable to seller was recorded at tfie fiice amount of the N otes entered mto at the date of acquisition due to 
their short-term maturity and market rate of interest. The Notes payable to seller bears interest at 4%. On October 1,2013, the Company paid the 
first installment of $ 1,500,000 against the Notes payable to seller. As of December 31.2013, $500,000 was outstandmg under die Notes payable 
to seller, which is due on April 1,2014. 

As part of the total consideration, NEP could have earned up to $3.2 million in contingent consideration if certain performance criteria 
were met for the twelve months ending Sqitember 30, 2013. This potential contingent consideration consisted of $2.5 million in cash and 
153,153 shares of common stock. Asof December 31,2012, theCompany valued this contingentpayment at $2.2 mi llion, which was recorded 
within cunent liabilities as accmed contingent consideration in the consolidated balance sheet. In measuring the fair value of the contingent 
consideration, the Company assigned probabilities to the performance criteria, based among other things on the namre of the performance 
criteria and tfie Company's due dUigence performed at the time ofthe acquisition. On December 31,2013 the Con^any paid $1.3 milUon in cash 
and issued 76,577 shares ofcommon stock valued at $0.3 million which represented the final contingent consideration payment related to the 
acquisition. As a resuU, tfie Company recognized a $0.6 million reduction in general and administaBtive expense for the year ended 
December 31,2013, eliminating the accraed contingent consideration related to this acquisition. 

The following table summarizes the allocations of purchase price, which was finalized at December 31,2012: 

Allocations 

Fixed assete 26,765 
^ ^ ^ i ^ l M e s ^ : - , - : ; ' ^ ^ " ^ . ^ - - •"•..••••"" • • • y y y y y y . i . l . . ^ - . ^ 1 5 ; ^ ^ ) / 

Intangible assete 7,820,000 
^ i ^ M S i ^ : ; ^ ' ^ : . - ; : ; : ..A,,;.,,.::.-.• .•,•. •-,::', •'•y'.\:L...-:y.:---X:^-:y... ; - . : • . - . : . : . : .: :- :,..„. . ^ / i £ j ^ ^ ^ , a J i i ^ S ; 

Net assete acquired $ 12.129,959 

The purchase price was allocated to the tangible and intangible assete and liabiUties assumed based on estimates of their respective fair 
values at the date of acquisition with the remaining unallocated purchase price recorded as goodwill. Fair value of intangible assete was 
deteimined using a combination of tfie multi-period excess eamings metiiod, tfie comparative business valuation method and relief fi^m royalty 
method. The goodwill recognized is attributable primarily to future revenue generation resuiti ng from expected synergies, expanded product 
lines and new markets and is expected to be deductible for tax purposes over a period of 15 years. 

The intangible assets, excluding goodwill, are bemg amortized on a shBight-Une basis over their weighted average lives as follows; 

Fair Value Weighted Average Lives 
ijKtcmir^^OTtriete,̂ ^ :̂ ^̂  $ 23ti!6,0p0 . ' " ^ ^ ^ y e ^ - ^ '̂  
Non-compete agreemente 900,000 5 years 
Eu^mCT rejatipiiaiips 4,000,(H)Q 10 ye^ . 
Trade names 420.000 4 years 
•Totai ihta^gibie assets $ . 7.820.000 
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GSE 

On October 31,2011, the Company acquired substantially all ofthe assets and certain obligations of GSE Consulting, L.P. ("GSE") for a 
maximum purchase price of $13.1 miUion. GSE is a Texas based energy management and procurement company. The purchase price was $8.6 
nuUion, consisting of $3.9 million in cash, $1.5 miUion in cash to pay off GSE debt, and 1.0 milUon shares ofthe Company's Common Stock 
valued at $3.2 million. In addition, GSE could eam up to $4.5 milUon of contingent consideration in cash based on the achievement ofceriain 
annualized new booking and renewal rate targets to be measured over a two-year period through October 2013. 

The acquisition-date fairvalue ofthe consideration tt^nsfened totaled $12.9 million, which consisted ofthe following: 

Purchase Price 

Common stock (1,000,000 shares) 3,210,000 
^ ^ ^ ^ i ^ ^ ^ ^ ^ ^ ^ i l v ^ ; : . ^ : - /•,:;•'•;:; -̂•"-,•••• --..-.• •>.>.y .̂--v. ••;^:';r"i:;::.-v:v_--.v.':•-_•:.•;. •• y;y -.;. U^^u=l^^2C60O' 

Total consideration $ 12,938,251 

The fair value ofthe 1,000,000 conunon shares issued was determined based on the closing market price ofthe Company's common 
shares on the acquisition date. 

The fair value ofthe contingent consideration was based on the weighted probability of achievement ofceriain perfonnance milestones. In 
measuring the fair value of the contuigent consideration, tiie Company assigned probabilities to the performance criteria, based among other 
things on the nature of the performance criteria and the Company's due diUgence performed at the time of the acquisition. The coiUingent 
consideration was tied to the achievement of certain performance criteria for the 3-montfi period ended DecembCT31, 2011 ("2011 GSE 
contingent ccmsideration"), die twelve month period ended October 31, 2012 ("2012 GSE contingent consideration") and die twelve montii 
period ended October 31, 2013 ("2013 GSE contingent consideration"). The contingent consideration earns interest at 4% per annum, which is 
payable at each respective due date. 

In January 2012, the Company paid $2.0 million to GSE representing full attainment ofthe 2011 GSE contingent consideration. In 
Januaiy 2013, the Company paid an additional $1.3 million to GSE representing ite attainment ofthe annualized new booking target for the 2012 
GSE contingent consideration. The renewal rate target for the 2012 GSE contingent consideration in the amount of $0.3 miUion was not attained 
but has been disputed by GSE. Based on management's estimates, the annualized new bookings target for the 2013 GSE contuigent 
consideration was attained representing $0.8 million ofthe $1.0 million total potential contingent consideration payment for that period. The 
renewal rate taiget for tiie 2013 GSE contingent consideration representing a potential $0.3 milUon ofthe total payment was not attained but has 
been disputed fay GSE. The Company's estimates are cunently being reviewed by GSE. In addition, the agreement provided for a working 
capital adjustment tied to the collection of backlog during the 15-month period from November 1,2011 through Januaiy 31,2013, as defined in 
the purchase agreement. Based on management's estimate ofthe working capital adjustment, no payment has been made to GSE related to the 
2013 GSE contingent consideration. GSE has disputed this calculation and the companies are currentiy in negotiations to determine a mutually 
acceptable senlement on all disputed items. As a result, the Company has estimated a $1.0 million accrual related to the 2012 and 2013 GSE 
contingent consideration which is included within cunent liabilities in tfie Company's consoUdated balance sheets as ofDecember 31,2013. 

The following table summarizes the estimated fair values ofthe assets and liabiliti^ assumed at the acquisition date: 

Allocations 
iiiP^tl^wBts^f^--:^;--; ^/-•^: . -,- :,••:• y\ • • - 'Sy y--'-yP'^yf^'-:^m^'\ 
Fixed assete 100,088 
iS^^M:.£;^K:-^n.,, .;..:.:...-... - • . • S M m 
Capital leases (27^858) 

Goodwill 5.762^93 
> liet\asj;ets.<i[cqiur^^ -••.••"••-.• 

The purchase price was allocated to the tangible and intangible assets and liabilities assumed based on estimates of their respective fair values at the 
date of acquisition with the remaining unallocated purchase price recorded as goodwill. Fair value of intangible assets was determined using a 
combination ofthe multi-period excess earnings method, the comparative business valuation method and the relief from royalty metiiod. The goodwill 
recognized is attributable primarily to future revenue generation res ulting from expected synergies, expanded product Imes and new maikets and is 
expected to be deductible for tax purposes over a period of 15 years. Acquisition coste of approximately $0.4 milUon were recorded in general and 
administrative expense in 2011. 
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Management is responsible for the valuation of net assete acquired and considered a niunber of factors, including valuations and appraisals, when 
estimating the fair values and estimated useful lives of acquired assete and liabilities. At December 31,2011 the allocation of purchase price had been 
finalized. The intangible assete, excluding goodwill, are being amortized on a sttaight-tine basis over their weighted average Uves as follows: 

Fair Value Weighted Average Lives 

Customer relationships $ 3,480,000 10 years 

Trade names 670.000 4 years 

E" TSintai^iiteiassfete: :7^ • • $ - ^il':! V.; 7^80i000: - - •:^'''-',' : 

NES 

On October 13, 2011, the Company acquired substantially all ofthe assete and certain obUgations of Northeast Energy Solutions, LLC 
("NES") for a maximum purchase price of $4.8 milUon. YiES, located in Cromwell, Connecticut, focuses on mm-key electrical and mechanical 
eneigy efficiency measures serving commercial, industrial and institutional customeis. 

The acquisition-date &ir value ofthe consideration transfened totaled $4.6 million, which consisted ofthe following: 

Purchase Price 

252^^2 

Contingent consideration 357,813 

The fair value ofthe 83,209 common shares issued was determined based on the closing market price ofthe Company's common shares 
on the acquisition date. 

The fair value ofthe Notes payable to seller was recorded at the face amount ofthe notes entered into at the date of acquisition due to their 
short-teim maturity and market rate of interest. During 2012 the Company paid $3,000,000 in Notes payable to seller, including interest paid on 
each tranche at the r^pective due dates, and no amounte remained outstanding under the se notes as ofDecember 31, 2013 and December 31, 
2012. 

In Januaiy 2012 the Company paid $250,000 in NES contingent consideration. In March 2013, the Company paid $125,000 related to the 
NES contingent consideration rcfH^senting the final payment related to the acquisition. There were no amounts outstanding as of December 31, 
2013. 

The following table summarizes the estimated fair values ofthe assete and liabilities assumed at the acquisition date: 

AUocations 
iGunait^sfets;^^.-:::;:.;;^"-.;. .$-•;••••'••"'•"'•""•-•^?ii875:. 
Fixed a ^ s 1 |̂>?J£ 

IntangibleaMete 2j9^500 

Net assete acquired $ 4,614,066 

The purchase price was allocated to the tangible and intangible assete and liabilities assumed based on estimates of their respective fair values at the 
date of acquisition with die remaining unallocated purchase price recorded as goodwill. Fair value of mtangible assets was determined using a 
combination of the multi-period excess earnings method, the income approach and the cost replacement approach. The goodwill recognized is 
attributable primarily due to future revenue generation resulting from expande d product lines and new markete and is expected to be deductible for tax 
purposes over a period of 15 years. Acquisition coste of approximately $0.1 million were recorded in general and administrative expense in 2011. 

Management is responsible for tfie valuation of net assete acquired and considered a numbei of factois, including valuations and appraisals, when 
estimating the fair values and estimated useful lives of acquired assets and liabilities. At December 31,2011 the allocation 
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of purchase price had been finalized. The intangible assete, excluding goodwiU, are being amortized on a straight-Une basis over their weighted average 
lives as follows: 

Fair Value 
Caa6in<ir?ielatidrisliit>s : 
C^^ist^er n^pnships - Indefinite life 

Total intangible assete 

Co-eXprise 

r̂ 9?lii$0Q 
1,736,000 

Wdghted Average Lives 

N/A 
• , • ' • -y ' - i ^ 'S^^ t i^y" \ ' . ' - y : • 

2.962.500 

On September 13, 2011, the Company acquired certain conttacte and assumed certain liabilities ofthe Co-eXprise, Inc.'s (now called 
Directworics Inc. ("Directworks")) energy procurement business for $4.0 miUion in cash. Directworks, located in Wexford Pennsylvania, 
provides cloud-based software solutions purpose-built for manufacturers to i mprove suppUer collaboration, total cost visibility, and the 
efficiency of sourcing and suppUer management activities. 

The followmg table sumnurizes tbe estimated fair values ofthe assete and liabilities assumed at the acquisition date: 

Cunoit liabiUties 

Allocations 
V>̂ 12i6Q9 

(4,000) 

1,831.391 

m̂m̂ mmmm̂  
Goodwill 

The fair value of accounte receivable acquired on September 13,2011 was approximately $413,000, The gross conttacttial amount of tiiese accounte 
receivable was approximately $460,000, of which $47,000 was not expected to be collected. Actual collections exceeded the fair value of the unbilled 
accounte receivable at acquisition by $85,000, which has been recorded as a reduction in general and administrative expense for the year ended 
December 31,2012. 

The purchase price was allocated to the tangible and intangible assets and liabilities assumed based on estimates of their respective fair values at the 
date of acquisition with the remaining unallocated purchase price recorded as goodwUl. Fair value of intangible assete was deteimined using a 
combination of the income approach and cost approach. The go odwill recognized is attributable primarily to expected synergies of Co-eXprise and is 
expected to be deductible for tax purposes over a period of 15 years. Acquisition costs of approximately $0.2 miUirai were recorded in general and 
administtativeexpensein201]. 

Management is responsible for the valuation of net assete acquired and considered a number of factors, including valuations and appraisals, when 
estimating the fair values and estimated useful lives of acquued assete and liabilities. At December 31, 2011 the allocation of purchase price had been 
finalized. The intangible assets, excluding goodwiU, are being amortized on a straight-line basts over their weighted average lives as follows: 

]^5l^omi¥j^gC»ra»5^V: Z 
Customer relationships 
^ ^ ^ m ^ ; J ^ S n & S v ; ' v . : -M ': :• 

Total intangible assete 

$ 

$ 

Fair Value 

• vi7o;ooa 
580,000 

. ci^iolooo 
1.760.000 

Wdgbted Average Lives 
. • • " ^ • • ^ ^ ^ " • ' " - • • ^ S ^ t i " - ' ' ' ^ - " - - ' - " ' " 

7 years 
• •"•2;5yeanf-'--"'--"-

Other Acquisitions 

In December 2012 the Company acquired two additional businesses, primarily to expand ite customer base in the procurement and 
efBciency markets. The total consideration of these acquisitions was $0.2 milUon. hi allocating the total purchase consideration for these 
allocations based on estimated fair values, the Company recorded approximately $0.1 milUon of identifiable intangible assete which consisted of 
customer relationships witii a weighted average Ufe of one year. 

The NES acquisition operating resulte have been included within the Company's Energy efficiency seivices segment since the date of 
acquisition. The Co-eX prise contracte and GSE and NEP op«:ations were integrated into the Company's Energy procurement segment from the 
respective dates of acquisition and, therefore, discrete operating results are not maintained or reviewed by the Company's chief operating 
decision maker for those operations. The following unaudited pro forma information assumes that the acquisition of NEP had been completed as 
ofthe beginning of 2012: 
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Revenues 

Net income per share: 
î -mgOT^̂ ^̂ |l̂ ^%l̂ l4:̂ -':->'>'̂ -.:-̂ :̂ --"--'̂ ';̂  
Net mcome per share - diluted 
^ejgbM ayerajeisha^outmding - basic 
Weighted average shares outstanding ~ diluted 

Years Ended December 31 
2012 2011 

(IJnaiidited);: (Unaudited) ;r: 
35.783,527 $ 37,838,477 

$ 
$ 

i > ) ^ M '• 
0.40 

!li901il72 
11,958,689 

^:^l^- '-^ 

$ 
-^-^^^^^am3 

0.15 
ll,4l6,$9g 
11,478,718 

The pro forma financial information is not necessarily indicative ofthe results to be expected in the future as a result ofthe acquisitions of 
NEP, as the acquisition did not necessarily reflect the purchase of stand-alone or complete operations, and included several non-recurring 
revenue eve nte. 

NOTE 4 — GOODWILL AND INTANGIBLE ASSETS 

The changes in the carrying amount of goodwill by business segment are as follows: 

Goodwill acquired 
•Ji^^r'^'-; #S^i^^^^'*'•"^-v'^^ * 3 l ^ J ^ ' P''*'' 

(joodwill acquired 
rr.- - i ^ •''•% ? ^:. 

Energy 
Procurement 

Energy Efficiency 
Services Total 

3.860.579 3,860.579 

'.^^^Mi^^:m^m^m^^-^-^^^^^^^^im^^WW^^ 

'^^^M^^^S'-' ̂ •̂̂ ^mm^mm'M^mimmm '̂: 
Acquisition related intangible assete vnth finite Uves related to the Company's Energy procurement segment are summarized as foUows at 

December 31,2013: 

Estimated Useful 
Ufe 

Customer relationships 

Trade names 

- lOyeai 

4 years 

Carrying 
Amount 

Accumulated 
Amortization Net 

7;;̂ 10years 12,800,000 4,568.000 8,232,000 

1,090,000 494jp00 596_j000 
$;:U21.516;000 S V . ? ^ y . S ^ i m y^^Mm^^S^Ci^ 

Acquisition related intangible assete with finite lives related to the Conq)any's Energy efficiency segment are summarized as follows at 
December31,2013: 

!G^taRicT>j^latipnsJ^: . 
Non-compete agreemente 

Estimated Useful 
Ufe 

iyeaiis 
Syears 

Carrying 
Amount 

Accumulated 
Amortization Net 

5»2iO0O $ 
235,000 

244i0i00 c$̂  
104jp60 

>L2^;000 $- ^48|600:"1jj^ 
131̂ 000 

rnisMd 

Acquisition related intangible assete witii finite lives related to the Company's Energy procurement segment are summarized as follows at 
December31,2012: 

ibttetpineT jpĵ t̂ pite 
Customer relationships 
Np|^mi»te agre^ente 
Trade names 

total 

Estimated Useful 
Ufe 

" ' ' •":1 - 4 y i M r e " •-" 
7 -10 yeara 

5 years 
4 years 

Carrying 
Amount 

$" '" 5,2'«;000 
12,800,000 
2,350,000 
1,090,000 

$ 21.516,000 

Accumulated 
Amortization 

$ '"'l^^&jfiOi 
3,264,000 

mrna 
221,000 

$ . 5.195,000 
$ 

Net 
' V3;^54;^ 

9,536,000 
L962.000 

869.000 
16321,000 
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Acquisition related intangible assets with finite lives related to the Company's Energy efficiency segment are summarized as foUows at 
December 31,2012: 

Non-compete agreemente 

Estimated Useful Carrying 
Life Amount 

• 9yeare' $ ^^;' •$92iffi(H) 
5 years 235,000 

$.i^;.w^i}22^ood. 

Accumulated 
Amortizatfon 

••^:-^'y''^'"mm^ 
57.000 

.^33S:£li9ili»o^ 

-Mi. 
Net 

178,000 

As ofDecember 31, 2013 and 2012, accompanying consolidated balance sheets also included acquisition related intangible assete with 
indefinite lives m the amount of $1,736,000 pertaining to customer relationships m ite Energy effi ciency segment, not reflected in die above 
tables. 

Intangible assets with a finite life are amortized using the straight-line method over their estimated useful lives, which range from one to 
ten yeara. Amortization expense was approximately $3,899 ,000, $3,022,000 and $1,347,000 for the years ended December 31, 2013,2012 and 
2011, respectively. In addition, approximately $2.4 million of fiilly amortized intangible assete related to tiie Company's Energy procurement 
segment were removed from tfie 2012 presentation. The approximate futore amortization expense of intangible assete is as follows: 

^|4^:.--.::,.:U^..;-.:;-::,;,;.-; 
2015 

2017 

3j369M> 
2,801,000 

^ W b o 
i ,273,000 

13.458.000 

NOTE 5 — TRADE ACCOUNTS RECEIVABLE, NET 

The Company does not invoice bidders for the commissions eamed on retail electiicity, certain natural gas and demand response 
transactions and, therefore, reporte a significant portion of its receivables as "unbilled." Unbilled accounte receivable represent management's 
best estimate of energy provided by the energy suppliers to the eneigy consumers for a specific completed time period at contracted commission 
rates. 

The Company generally invoices bidders for commissions eamed on wholesale and a substant ial portion of retail natural gas transactions 
as well as energy efficiency customers, which are reflected as billed accounte receivable. For natural gas and wholesale transactions, the total 
commission eamed on tiiese transactions is recognized upon completion of tiie procurement event and are generally due within 30 days of 
invoice date. For efficiency projects, revenue is recognized and invoiced upon project installation and acceptance, as required, and are generally 
due within 30 days of invoice date. In addition, tiie Company invoices the bidder, lister or combination of both for certain auctions performed for 
environmental conunodity product transactions. These transactions are eamed and invoiced either upon Uster acceptance of the auction results 
or, in some cases, upon delivery ofthe credits or cash settlement of the transaction. For the yeara ended December 31, 2013 and 2012, the 
Company provided $150,000 and $103,857 as an aUowance for doubtful accounte, respectively. To date, write-offs have not been material. 
Trade accounts receivable, net consiste ofthe foUowing: 

jDJnbUlc^^oun^Jweii/ab^ ,;: 
Billed accounte receivable 

Allowance for doubtful accounte 
I Trade acrountere<»ivable, net 

$ 

$ 

December 31, 
2013 

1.993.093 
:8i<^^20. ; : 

(325,179) 
:7,738;i41 $; ,^. 

2012 
T 5̂i343;5̂ & 

2,074.223 
•< 7^417,782 

(175,179) 
: ; - ^ ^ 2 . 6 0 3 
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NOTE 6 — PROPERTY AND EQUIPMENT, NET 

Property and equipment, net consiste ofthe following: 

December 31 
2012 

l^lelildl^^OT^n^::^^:,^ •./•••-••-• v/^-v^- - •.S-'-̂ ""̂ "̂ '̂ ;̂-;-'̂ -:-126iWg'-̂ ':--$"̂ ^ 

Equipment 874,613 774,199 

Furniture and fixhires 681.945 630.057 

Less accumulated depreciation (1,205,054) (996.239) 

Depreciation expense for tiie years ended December31, 2013, 2012 and 2011 was approxunately $2 22,000, $217,000 and $147,000, 
respectively. 

NOTE 7 — COMMON AND PREFERRED STOCK 

Preferred Stock 

The Company's Amended and Restated Certificate of Incorporation, as amended, authorizes 5,000,000 shares of $0.0001 par vahie 
undesignated prefened stock for issuance by the Company's board of directors. No prefened shares have been issued as ofDecember 31, 2013 
and 2012. 

Common Stock 

On October 31, 2011, the Company issued 1.0 million shares ofcommon stock ofthe Company (equal to approximately $3.2 million) 
pursuant to an Asset Purchase Agreement between the Company, GSE, Glenwood Energy Partners, Ltd. and Gulf States Energy, Inc. 

On October 13, 2011, the Company issued 83,209 shares of conunon stock ofthe Company (equal to approximately $ 0.3 milUon) to the 
Members of NES pursuant to an Asset Purchase Agreement between tfie Company, NES and tiie Members of NES. 

In April 2010, the Company filed an S-3 registration statement with the S^urities and Exchange Commission, or SEC, iteing a "shelf 
registration, or continuous offering, process. Under this shelf registration process, the Company may, from time lo time, issue and sell any 
combination of prefened stock, common stock or warrante, either separately or m units, m one or more offerings with a maximum aggregate 
offering price of $20,000,000, including the U.S, dollar equivalent if the public offering of any such securities is denominated in one or more 
foreign currencies, foreign currency unite or composite currencies. On April 11, 2011, the Company issued approximately 1.5 miUion shares of 
common stock utilizing this shelf registration to several accredited institotional investors at $3.60 per share yielding proceeds of approximately 
$5.3 mUlion, net of $0.2 million ofexpenses. 

Treasury Stock 

In connection with the vesting of restricted stock granted to employees the Company withheld shares with value equivalent to employees' 
minimum statutory obUgation for the appUcable income and other employment taxes, and remitted the cash to the appropriate taxing autfiorities. 
The total shares withheld of 9,091 and 643 for tiie years ended December 31, 2013 and 2012, respectively, were based on the value of the 
restricted stock on tfieir vesting date as determined by the Company's closing stock price. Total payment for employees' tax obligations was 
approximately $35,000 and $3,000 for the years ended December 31,2013 and 2012, respectively. These net-share settlemente had tbe effect of 
share repurchases by the Company as they reduced the number of shares that would have otfierwise been issued as a r^ult ofthe vesting and did 
not represent an expense to tfie Company. 

Common Stock Warrants 

On October 3,2012, the Company issued warrante to Silicon Valley Bank (" SVB") for tfie purchase of 45,045 shares ofthe Company's 
common stock at a per share price of $4.44 in connection with a Fourth Loan Modification Agreement (the "Fourth Modification Agreement") 
with SVB. The warrants have a seven year Ufe. 
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The following table summarizes tiie Company's warrant activity: 

WOTsiiteibutstai^lia^^Mu 
Granted 

k^^r^ ĵ,.x_y:£^zv-:ia^A'u., .̂ y.- \yyyy^r-:" 
Canceled/expired 

^ ^ ^ ^ ^ ^ f e ^ ^ i n ^ K b ^ ^ M J M i ly 
Granted 

Canceled/expired 
| S ^ ^ ^ ^ ^ i f t i ^ i j i n l ) i B r 3 1 i ^ 0 

Granted 

Canceled/expired 
W ^ r ^ ^ b p ^ ^ l ^ i j ^ Dec^ber^ I'j'-^^ 13 

S h a r e s 

-••'•y ••• " ' . - . ' • . ' - ; : 64 i5 t )0 : -^ 
3 0 0 , 0 0 0 

--y-- • - •• yy-Z-lr^- ' -

-

• " ; - ; • • "•̂ " • • • • • -" v 3 $ 4 ; 5 O 0 i ' : -

45,045 
(î I6®)̂ ^ 

(300,000) 
. - • ' •y iyy-yy- . 4 ? p 5 - -

-
-,V>:--- ; V--- :"-" y- 'y^-^l^ ' j ' 

-

-^•e-v^T::.v^^.4^:545-• 

Weighted Average 
Exercise Price 

t---''y-^''-^\'".'':m 
$ 3.00 

y ^ S y - y - - ' ' - : - - ^ ^ . - ' ^ ' ^ 
$ 

$ : 3.00 
$ 4.44 

, , ' $ - ,y-r- •••••: M i 

S 3.00 
$ 4,33 
$ 

-^% ..-•• • y . : - ^ : v . , v ; :>?>:£ 

$ 
•$• " • " 4 3 3 

The weighted average remaining confractoal life of wanante outetanding is 5 .35 years as ofDecember 31,2013. 

NOTE 8 — EMPLOYEE BENEFIT PLANS 

Stock Options 

The Company has one stock incentive plan: the 2006 Slock Incentive Plan, or tiie 2006 Plan. The Company formerly had an additional 
2003 Stock IncMitive Plan, or the 2003 Plan, which is no longer active at December 31, 2013. At the Company's Annual Meetmg on May 17, 
2012, an amendment lo the 2006 Plan was approved to increase flie number of shares ofcommon stock covered by the 2006 Plan by 800,000 
shares fiom 873,816 to 1,673,816. As of December 31,2013,1,282,437 shares ofcommon stock were reserved under the 2006 Plan representmg 
745,917 outstanding stock options, 202,000 shares of restricted stock outstanding and 334,520 shares available for grant. 

A summary of stock option activity under botii plans for the yeare ended December 31,2013,2012 and 2011 are as follows: 

Shares 

Granted 
f • ! i ^ ^ i ^ d ^ " - V ' y i - : ^ - • - ' • ^ ; ^ " ; • ' ^ ! ? r ^ - • • • ; . " •:"'.;'^••••• 

Exercised 
iO^si^i ig at lll^emiii^ 

Granted 

Exercised 

Ch;anted 
• M ^ ^ ^ . - y'y'.': ' 

Exercised 
e»u|s)̂ jdirig#J?eMmtw^^^ 

135,000 
mm 
(76,938) 

22i,600 

(69,813) 

150,850 

(61.875) 
745.917 

Weighted Average 
Exercise Price 

$ 3.15 
• • • 1 - , : • • - . - - . - . " . " 3 ^ " 

$ 1.16 

^f-'--' -. -. Ms 
$ 4.03 

$ 2.83 
• n i - ••••: • ^ ^ " . . - v M ; ! 7 

$ 3.64 
$ Z e j ^ 
$ 3.23 
$ 3:69 
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A summary ofcommon stock options outstandmg and common stock options exercisable as of December 31,2013 is as follows: 

Options Outstanding Options Exercisable 

Range of Exercise Prices 

$3.12-$3.30 

$3.82-$13.40 
^r - . i : . ^ . ! - ' 

Options 
• •M^952 

201,025 
; y234ip 

134.600 

Weighted 
Average 

Remaining 
Contractual 

Life 

Aggregate 
Intrinsic 

Value 

3.35 Yews 217,769 

Number of 
Shares 

Exercisable 
' ^ ^ ^ ^ ^ ^ 

170,838 

Weighted 
Average 

Remaining 
Contractual 

Life 

Aggregate 
Intrinsic 

Value 

3.07 Yeare 184,572 

;-?5Sf ̂ î̂ ft:: 
4.71 Years ya? 4T^6 

tm^9S^S^y 

The aggregate intrinsic value of options exercised during the year ended December31, 2013 was approximately $50 ,000, At 
December 31, 2013, the weighted average exercise price of common stock options outetanding and exercisable was $3.69 and $3.72, 
respectively. 

Restricted Stock 

A summaiy of restricted stock activity for the years ended December 31,2013,2012 and 2011 are as follows: 

Shares 
Weighted Average 

Grant Price 

Granted 
W^M^^^MoU: 

Vested" * " ° 
^SMi^^^^^&^Sl25iJM^,-^v-^<sM!^-

Granted 

Vested 

Granted 

I3;828 
i 1,143 

's;^:ymM¥^wmKiy 
$ 3.14 

^i:y-:y-^Z.y:;:yyy: .-^^Z^^^^ -̂yŷ  y-\/:^--yJ:^:;,':^^^(^&^ 
(20.865) $ 6.56 

130,498 $ 3.39 
.%-^»^^i':^;r-\y^.i":j::-^-^:-'''y'y------^.-^-y-.'-^St' 

(12.331) $ 
^ - ' - • " • f i ; - ' ' 

^•'f^!^?im^ î̂ ^ î̂ h'y:W^y^-yX'' \y y-:-y.: -:•; 
Vested 

_ _ _ _ _ _ _ _ _ _ _ _ 4.55 

123̂ 578 $ 3^0 

(41.6QT) $ 3.56 

401(k) Plan 

The Company's 401(k) savings plan covers tiie majority of the Company's eUgible employees. Employees of the Company may 
participate in the401(k) Plan afier reaching the age of 21. The Company may make discretionary matehing contributions as deteimined from 
time to time. Employee confributions vest immediately, while Company matching contributions begin to vest after one year of service and 
continue to vest at 20% per year over the next five years. To date, the Company has not made any discretionary contributions to the 401(k) Plan. 

NOTE 9 — EARNINGS (LOSS) PER SHARE 

As ofDecember31,2013,2012 and 2011, the Company only had one issued and outstanding class of stock - common stock. As a result, 
the basic eamings or loss per share for t he years ended December 31, 2013, 2012 and 2011 is computed by dividing net (loss) income by the 
weighted average number ofcommon shares outetanding for the period. 
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The following table provides a reconciliation of the denominators of the Company's reported basic and diluted earnings per share 
computation for the y ears ended December 31,2013,2012 and 2011, respectively: 

Years Ended December 31, 

Common stock options 
E»*aaK»«R_-:S'W|««««WT&^^t'- =i„ ;•-,• • 
§^^m!&'? l̂Mm?SiWi;3 :̂̂ .̂ ^^yy 
Unvested restricted stock 

2013 2012 2011 

"i= 

n ,^8;oi? : 

:x:4Tii958;cii9 - ^ 

2i,348 

13316 
:^ :viii;9S8^^ 

iq^2ii9ip 

The computed loss per share does not assume conversion, exercise, or contingent exercise of securiti^ that would have an anti-dilutive 
effect on loss per share. As the Company was in a net loss position for the years ended December31, 2013 and 2011, all common stock 
equivalente In tiiose years were anti-dihitive. 

For the year ended December 31, 2013, 745,917,49,545 and 202,000 shares issuable relative to common stock options, common stock warrants 
and restricted stodc, respectively, were excluded from net loss per share since the inclusion of such shares would be anti-dilutive. For the year ended 
December 31, 2012, 713,301 and 45,045 shares issuable relative to common stock options and common stock warrante, respectively, w ere excluded 
from net loss per share smce the mclusion of such shares wouldbe anti-dilutive. Forthe year ended December 31,2011, 707,281,364,500 and 1,856 
shares issuable relative to common stock options, common stock warrante and restricted stock, respectively, were excluded from net loss per share since 
the inclusion of such shares would be anti-dilutive. The Company did not declare or pay any dividends in 2013,2012 and 2011. 

NOTE 10 — STOCK-BASED COMPENSATION 

For the year ended December 31, 2013, share based awards consisted of grants of stock options and restricted stock, for die year ended 
December 31, 2012, share based awards consisted of grante of stock options, restricted stock and stock wanante and for the year ended 
December 31, 2011 sha re based awards consisted of grante of stock options and stock warrante. The Company recognizes the compensation 
from stock-based awards on a straight-lme basis over the requisite service period of the award. The vesting period of stock-bssed awards is 
determined by the board of directors, and is generally four years for employees. The restrictions on the restricted stock lapse over the vesting 
period, which is typically four years. The per-share weighted-average fair value of stock options granted during the yeara ended December 31, 
2013, 2012 and 2011 was $2.37, $2.80 and $2.20, respectively, on the date of grant, using tfie Black-Scholes option-pricing model witfi the 
following weighted-average assumptions: 

Year Ended December 31, 
Expected 

Dividend Yield 
Risk-Free 

Interest Rate 
f ^ ^ ^ ^ ^ ' i ; JS:5C-^^- ' r '^^^^ '^ , ' -y '^ \%-:wy^c. 

Expected Life 

2012 0% 0.71% 4.75 yeara 
0%; 6:89% 4 : 7 5 ^ ^ 

Expected 
Volatility 

94% 
99% 

The per-share weighted-average fair value of stock wanants granted during the years ended December 31, 2012 and 2011 was $3.10 and 
$0.72, respectively, on the date of grant, using the Black-Scholes option-pricing model with the foUowing weighted-average assumptions: 

Year Ended December 31, 
^ _ H ^ . ^ B ^ H B A . H ^ - ^ ^ ^ M r i ^ ^ ^ II 111*11 J - l ^•>?^?^; ' f"^^i ,-^; '>-S'^ ' . 

2011 

Expected 
Dividend Yield 

0% 

Risk-Free 
Interest Rate 

0.12% 

Expected Life 

0.63 years 

Expected 
VolattUty 

60% 

The Company elected to use the Black-Scholes option pricing model to determine the weighted average fair value of options and warrants 
granted. The Company determined the volatiUty for stock options based on the reported closing prices ofthe Company's stock. The expected life 
of stock options has been determined utilizing the "simplified" method as prescribed by the SEC's Staff Accounting Bulletin No. 107, *' Stock-
based Payment". The expected life of stock wanants is based on the contract term of the warrante. The risk-free interest rate is based on a 
treasuiy inshnment whose term is consistent with the expected life of the stock options and stock warrants. The Company has not paid and does 
not anticipate paying cash dividends on its common stock; therefore, the expected dividend yield is assumed to be zero. In addition, ASC 718, 
''Compensation - Stock Compensation " ("ASC 718"), requires companies to utiUze an estimated forfeiture rate when calculating die expense 
for the period As a result, the Company applied estimated forfeihire rates to unvested stock-based compensation of 10% for stock options and 
restricted stock for the years ended December 31, 2013, 2012 and 2011, respectively, in determining the expense recorded in the accompanying 
consolidated 
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statemente ofoperations. The Company did not apply an estimated forfeiture rate to unvested stock-based compensation for stock warrants for 
the yeara ended December31, 2013, 2012 and 2011, in determining the expense recorded ui tiie accompanying consoUdated statemente of 
operations. 

The approximate total stock-based compensation expense for the periods presented is included in the followmg expense categories: 

Years Ended December 31, 
2013 2012 2011 

Sales and maitetJM 249,000 207,000 356,000 
^ ^ ^ l S ^ i ^ ^ ^ t f ^ M ^ > : . v - - ' - - v : ' ^ •-- ryi yyV-.yy-'y.-y \ - W :'--:• .•fc ;̂̂ ;u:v;'262M0-K":.;--v:/i= î̂ ---kr-~^^ 
Total stock-based compensation $ 600.000 $ 466,000 $ 610,000 

As of December 31, 2013, there was ^proximately $1,380 ,000 of unrecognized compensation expense related to stock-based awards, 
includmg approximately $810,000 related to non-vested stock (^tion awards that is expected to be recogni^ over a weighted-average period of 
2.42 years and approximately $570,000 related to non-vested restricted stock awards that is expected to be recognized over a weighted average 
period of 2.58 years. See Note 8 to the accompanying consolidated financial statements for a summaiy of activity under tfie Company's stock-
based employee compensation plans for the years ended December 31,2013,2012 and 2011. 

The Company accounte for transactions in which services are received fix>m non-employees in exchange for equity instmments based on 
the fair value of such services received or ofthe equity instmmente issued, whichever is more reliably measured. During 2012, the Company 
issued wanante to SVB for the purchase of 45,045 shares of tfie Company's common stock in conjunction with a Fourth Loan Modification 
Agreement (tiie "Fourth Modification Agreement"). As a result of the warrante issued to SVB, the Company recognized a debt discount of 
approximately $140,000, of which approximately $130,000 was unamortized and recorded against long term debt on tbe Company's 
December31, 2012 consolidated balance sheet, and approximately $10,000 was recorded as interest expense in the consolidated statement of 
operations for the year ended December 31, 2012. As a result ofthe extinguishment ofthe SVB loan during 2013, the Company expensed the 
remaming unamortized debt discount to interest expense in the amount of approximately $130,(H)0 (See Note 15). During 2011, stock wanante 
were granted for 300,000 shares of common stock to consultante in consideration for services performed, for which the Company recognized a 
charge of £q)proximately$ 19,000 and $197,000 to sales and marketing expense uithe consoUdated statement of operations for the yeare ended 
December3l, 2012 and 2011, respectively. During 2010, stock warrants were granted for 64,500 shares of common stock to consultants in 
consideration for services performed, for which tfie Company recognized a charge of approximately $4,000 to general and administrative 
expense in the consolidated statement ofoperations for the year ended December 31,2011. 

NOTE 11 —RELATED PARTIES 

In 2012, the Company entered into an agreement to tease a facility in Enfield CT, used to support ite operations related to its acquisition of 
NEP. The facility is owned by a real estate holding company owned equally by the foimer owners of NEP. The managing member ofthe holding 
company is an employee of tfie Company. Rent paid by the Company to this real estate holding company amounted to approximately $120,000 
and $29,000 in 2013 and 2012, respectively. 

Pureuant to the Ckimpany's 2012 acquisition of assete and certain Uabilities of NEP, the Company issued Notes payable to seller and 
contingent consideration as part of the purchase price. Subsequent to the acquisition, one of the ownera of NEP became an employee of the 
Company, while retaining an indirect interest in purchase consideration due to NEP. The firet installment of Notes payable to NEP in the amount 
of $1,500,000 was paid in October 2013, with the remaining amount of $500,000 due in April 2014 and reflected in the Company's 
December 31, 2013 consoUdated balance sheet as a current liabiUty. Additionally, approximately $66,000 and $20,000 of interest expense 
related to the notes payable was reflected in the Company's consoUdated statements ofoperations for the yeare ended December 31, 2013 and 
2012, respectively. Contingent consideration, valued at approximately $1,575,000 and consisting of a cash payment of $1,250,000 and an 
issuance of 76,577 shares of the Company's common stock related to tfiis acquisition, was paid m December 2013. There were no further 
paymente due related to contingent consideration for the NEP acquisition. 
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Pursuant to the Company's 2011 acquisition of assete and certain liabilities of NES, the Company issued n otes payable to the sellers and 
contingent consideration as part of the purchase price. Subsequent to tfie acquisition the three Members of NES became employees of the 
Company, while retainmg an interest in purchase consideration due NES. Accmed contingent consideration of $120,312 related to the NES 
acquisition was reflected as a liabiUty in the Company's December 31, 2012 consoUdated balance sheet. Additionally, approximately $113,000 
and $32,000 of uiterest expense related to the notes was reflected in the Company's accompanying consoUdated statements ofoperations for the 
year ended December 31,2012 and 2011, respectively. The Company's obUgations related to tbe notes and contingent consideration for the NES 
acquisition had been completed as of December 31,2013. 

NOTE 12 —INCOME TAXES 

Provisions for the Company's income taxes for tbe three years ended December 31 were as follows: 

2013 2012 2011 

Federal 
yyk'^ 

$ $ 62,393 $ 35,868 

50,491 85.857 

mmBi^mi^?^ 

(960,674) (6,569,461) 73,937 

(623.074) (7,564.993) 87.733 

The componrats ofthe Company's net defened tax asset are as foUows: 

Goodwill and indefinite lived intangible assete 

Accmals and reserves 
^ ^ ^ ^ ^ ^ ^ ^ l ^ ^ t a j £ ^ f e d i t s •.•..-••-"•••;•,/."'••". 

Other tax o^ite 
^^^^^^o |^Sf f lS i*^ rwa^ •• -y^-jyyyyy 

December 31, 
2013 2012 

(830,251) (422,892) 

pefened tax asset 

$• 

1,692,143 1,882,888 
•-y;:/-y-\--y' • y y i ^ M \ y ^ - ^ ' ? ^ y Z : f > y - : ' ^ ^ § ^ 

(87^33) 

8,100,334 W J ^ ^ 9 . 

$ 8.100,334 $ 7,477,260 

In the Company's December31, 2013 consolidated balance sheet, approximately $0.9 million ofthe Company's defened tax asset was 
included with cunent assets and approximately $7.2 million ofthe Company's defened tax asset was included with non-current assete. 

Pureuant to ASC 740, management has evaluated the positive and negative evidence bearing upon the realizabUity of ite deferred tax 
assete, which are comprised principaUy of net operating loss carryforwards and other temporary differences. During the years ended December 
31,2013 and 2012, management concluded that it was more Ukely than not that the Company will recognize aU of its defened tax assets. During 
2012, the Company released ite valuation allowance which resulted in the recognition of a cumulative tax benefit of approximately $7.5 million. 
The Company continually evaluates additional facte representing both positive and negative evidence in the determination of the realizability of 
tbe deferred tax assete, including scheduling of defened tax liabilities and projected taxable income. The underiying assumptions used in 
forecasting futore taxable income requires significant judgment and take into account all available evidence, including past operating resulte and 
recent perfonnance. The positive evidence considered was the most recent three years of cumulative taxable income, projected future taxable 
income, the length of canyforward periods of net operating losses and tax credits and current operating resulte. In addition, the Company has 
utilized $5.7 million of federal net operating loss carryforwards over the last four years. The primary negative evidence considered was the 
Company's previous history of cumulative pre-tax losses, its limited experience in the Energy efficiency business and its current year pre-tax 
loss. Management has considered the weight of all available evidence in determining whetiier a valuation allowance was required and concluded 
the weight of the positive evidence was greater than the negative evidence making it more Ukely than not tiiat the Company will recognize its 
deferred tax assete. 
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A reconciliation ofthe Company's federal statutory tax rate to ite effective rate is as follows: 

Years Ended December 31, 

Increase (decrease) in tax resulting from: 
state t^?§^net«ea|pNi*enefit 
Stock-bas^ comjp^ation 
[Tax^|l^^finie;maMl^ld iH^ 
Expiration of net operating loss carryforwards 
!tMrt#J?efc8tiQii3flk«9npe^^' ^̂ ^̂ ^ yyv: • -
Change in valuation allowance 
^^mS^^^^^^?^^Swn^t^:/"'>^^-""^''-'"-"^---^^^ :-< ;•^^••v• 
Other permanent items 

2013 
c r̂ (̂34io%)̂  ^ 

iM^ 
5.3 
M 
12,4 

• ' y : - - ^ ^ j O y : : - -

0.0 
; 0.0 
(0.9) 

2012 

'^"^'(^iMy 

B<r • 
6.2 

•V' ^M;y^^ . 
0.0 

. • - • ^ 2 8 ^ ; . - ^ " 

(345.7) 
y ' - - - ^ ^ ^ : - ; - - . 

3.3 

2011 
'•y^^^'^l^m 

^ • " • ' • • • ^ ' 

151.5 
->•• •" • ; W ^ 

0.0 

--.^•s. 
(260.1) 

- ' • ^ ^ ^ ^ ^ • 

70.7 
;:ra34iJ8^>:>aW7% 

As of Deccmber31, 2013, the Company has federal net operating loss carryforwards of approximately $13.4 miUion which begin to 
expire in 2027, and state net operating loss carryforwards of approximately $1,8 miUion, which begin to exphe in 2014. During 2013, 
approximately $0.4 million of state net operating loss canyforwards expired. 

The Company files income tax retums in the U.S. federal jurisdiction and in various states. The Company has reviewed the tax positions 
taken, or to be taken, in ite tax retums for aU tax yeara currently open to examination by the taxing autfiorities. Witii few exc^ions, the 
Company is no longer subject to U.S, federal, state and local income tax examination by tax authorities for years before 2010. At December 31, 
2013, there are no expected material, aggregate tax effects of differences between tax retum positions and the benefite recognized in the 
consolidated financial statemente. 

Under tiie provisions of the Intemal Revenue Code, certain substantial changes in the Company's ownership may have linuted or may 
limit in the future the amount of net operating loss canyforwards which could be utilized annually to offset futore taxable income and income tax 
liabilities. The amount of any annual limitation is determined based upon the Company's value prior to an ownership change. The Company 
performed an intemal analysis with the guidance of its third p arty tax adviser and determined that ownership changes that have occurred 
primarily in connection with stock offerings or in connection with acquisitions when tiie Company issued stock to the sellere have not limited the 
Company's abiUty to fully utiUze its net operating loss canyforwards. 

NOTE 13 — FAIR VALUE MEASUREMENT AND FAIR VALUE OF FINANCIAL INSTRUMENTS 

Assets and liabilities ofthe Company measured at fair values on a recurring basis as ofDecember 31, 2013 and 2012 are summarized as 
follows: 

December 31, 
2013 

JilitiM 
Contingent consideration 1.000,000 $ 

:$^;.^SiUHWl006 ;$;; 

Level 1 Level 2 

$ 

i^vel3 

1.000.000 

irc^iotto 

Contingent consideration 

Total Liabilities 

December 31, 
2012 

; 4,759^57 
^(129387) 

Level 1 Level 2 

(129;587) ^ 

Level 3 

4,759^57 



The Company detennines the fair value of acquisition-related contingent consideration based on assessment of the probability that the 
Company would be required to make such future payment. Management assigns pro babilities to each level of attainment and wei^te those 
probabilities to detennine the amount to accme at each reporting period. As the contingent consid^ation was based on financial or operational 
performance, management monitore performance against target and estimates futore performance based on cuirent forecaste. At December 31, 
2013, all performance periods had concluded and calculations were based on actoal perfonnance. The final payment related to tfie NEP 
contingent consideration was made on December 31, 2013. Total adjustmente made were to decrease fair value by $0.7 million. At December 
31,2013, the remaming contingent consideration balance represente management's estimate ofthe amount that is expected to be paid to GSE in 
settlement of all contingent consideration amounts outetanding. The net result was a $0.1 million reduction in accrued contingent consideration. 
Ckmges to the fair value of contingent consideration are recorded in general and administrative expense. The foUowing table provides a 
rollforward ofthe fair value, as determined by level 3 inpute, ofthe contingent consideration. 

Additions 

Change in f̂air value included in eamings 

Ending balance 

Years Ended Decemlier 31, 

$ - . • • 

2013 
'̂r ^ M ^ ^ ^ 

-
(3.010,998) 

(788,259) 

^ iMM^ 

.^^^^ 

"' .->' - -

•:-:: '̂̂  

2012 

^nWMM 
2,219,000 

;<^^MMofi 
(50,000) 

y^yyjMmS 
1,000,000 4,759,257 

The year-end carrying amounte and fiiir values ofthe Company's debt obUgations are as foUows: 

2013 

Debt discount 
^'^Bw^^n^^;^y|hS&i:te';- '^ ̂ ^ 
Related party subordinated notes payable 

Carrying Value Fair Value 

500j000 
;4iQ0pM/ 

500.000 

2012 
Carrying Value Fair Value 

129,587 129,587 

2.000.000 2,000.000 
$^^^aOg<«);tt!Ml i ^^ !^^^P^! iK^^ 

The canying amount for fixed rate long-term debt and variable rate long-term debt approximate fair value because tfie underlying 
instrumente are primarily dt current market rates available to the Company for similar borrowings. The interest rate on the Commerce Bank and 
Trust Company ("Connnerce") debt is tied to the prime rate and will fiuctoate with changes in that rate. Related party notes payable are 
classified as short-term on the Company's accompanying consolidated balance sheete. 

NOTE 14 — COMMITMENTS AND CONTINGENCIES 

Leases 

On June 25, 2012, the Company relocated ite corporate headquartera to 100 Front Street, Worcester, MA, In connection witii this move, 
tiie Company entered into a ten-year lease for 12,000 square feet of office space at a rate comparable to rates paid under ite foimer coiporate 
office lease. The average annual rental commitment under this lease is qiproximately $320,000. 

The Company maintains operating leases for office space in nine locations in the U.S., paid in installments due the beginning of each 
month and that expire through May 2022. Futore aggregate minimum payments under office space operating leases as of December 31, 2013 
were as follows: 

Amount 
2(»r4v-
2015 
^i)l6 
2017 
aWiSand̂ tfiCTeafter 

Total future minimum lease paymente 

%y =y 

$ 

^^r'670,028 
664,540 
634^1^ 
605,514 

1,715;592 
439,834 
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The accompanying consolidated statements ofoperations for the yeare ended December 31,2013,2012, and 2011 includes approximately 
$ 896,000, $742,000 and $443,000 of office rent expense, respectively. Rent expense associated with office leases is recognized on a straigbt-
Une basis, mclusive of scheduled rent increases and allowances, over the teim ofthe lease agreemente which resulted in a deferred rent UabiUty 
of $217,000 and $150,000 as of December 31, 2013 and 2012, respectively. In addition, tfie Company maintained leases for office equipment 
far which approximately $16,000 was charged to the accompanying consoUdated statement ofoperations for tfie year ended December 31,2013, 
and approximately $32,000 of future minimum lease paymente will be incurred tfirough 2018. 

Future aggregate minimum paymente under this operating lease are as follows: 

Amount 
2014- •••^•••.••;•-••-:".;•••'•• - • - ^ •-. ^ -" . . - • • •" :$-^^v--;ni2o;l50. 
2015 120,150 
M^'^^wzzz-U^'-'':-k.-\Z/--^y':------^ • .-• : m ^ , 
2017 90.113 
i'^Totei^ty^emihimw ' y- '- ' .y ' 'y 

Litigation 

Three former employees/consultante of GSE ConsuUing, LP ("GSE") have filed three separate complaints in Texas County Court 
aUeging, among other things, claims related to breach of contract, quantum meruit, promissoiy estoppel, and tortious interference. Each plaintiff 
claims that GSE and/or the Company failed to pay commissions due for services that they provided prior to the date ofthe Company's purchase 
of certain GSE assete, based on their respective employment or independent contractor agreements with GSE, Each plaintiff has also asserted 
claims for recovery of their atiomeys' fees. The Company denies the allegations and has filed counterclaims for damages, asserting claims for 
convereion, unjust enrichmait, misappropriation of confidential information, and violation ofthe Texas Thefr LiabiUty Act against each ofthe 
plaintiffs. The Company has also filed a counterclaim against one of the plaintiffs for her breach of a non-competition and non-soUcitation 
agreement, based on her working for a competitor of tfie Company's during her 1 -year restrictive period and her improper solicitation of foimer 
GSE customera on behalf of the competitor. The Company also filed cross claims against GSE for ind«nnification under the Asset Purchase 
Agreement in each of the three cases. In two of th^e cases, the Plaintiffs have asserted claims against GSE affiliates and tfieir individual 
principals. The GSE affiliates and principals have also asserted cross claims against the Company seeking indemnification under the Asset 
Purchase Agreement. In December 2013, GSE amended ite cross claims in one ofthe mattere to include claims assertmg breaches ofthe eamout 
provisions in the Asset Purchase Agreement. Also, in December 2013, the Company entered into mediation discussions with one of the 
plaintiffs. As a result, the Company agreed to pay the plaintiff a settlement that is subject to a confidentiality clause. The settlement amount was 
not material to the Company's consoUdated operating resulte or financial position and was accrued as of December 31, 2013. In retum, the 
plaintiff agreed to drop all claims against the Company including all claims related to commissions due for past service. The settlement 
agreement was signed and filed with the court in January 2014. The Court assigned a trial date of May 5, 2014 for the cross claims remaining in 
the matter. Discovery has concluded in the remaining two matiere and tfie court has assigned a trial date of September 29,2014 for one of the 
cases. The remaining case is awaiting assignment of a trial date. The Company is awaiting a decision on ite motion for summaty judgment 
seeking dismissal of aU claims against one of the two remaining plaintiffs, and is in the process of filing a motion for summaiy judgment against 
the other plaintiff. 

The Company has estimated the potential commissions allegedly due to the two remaining plaintiffs to be approximately $0.3 million. The 
Company has not recorded any accrual for contingent liabilities associated with the legal proceedings described above based on ite belief that 
any potential loss, while reasonably possibl e, is not probable. The Company intends to defend these actions vigorously and is currentiy unable 
to estimate a range of paymente, if any, it may be required to pay, witii respect to these claims. Further, tfie Company believes tiiat the resolution 
of these matters wiU not result in a material effect to ite consolidated financial statements. However, due to uncertainties tiiat accompany 
litigati(Hi of this natore, there could be no a^urance tiiat the Company will be successful, and the resolution ofthe lawsuits could have a material 
effect on its accompanying consolidated financial statements. 

From time to time, the Company may be subject to legal proceedings and claims arising from the conduct of ite business operations, 
includmg litigation reUted to employment mattere. While it is impossible to ascertain the ultimate legal and financial Uability with respect to 
contingent liabiUties, including lawsuits, management believe that the aggregate amount of such liabilities, if any, will not have a material adve 
rse effect on the consolidated financial position and/or resulte of operations. It is possible, however, that future financial position or resulte of 
operations for any particular period could be materially affected by changes in the Company's assumptions or strategies related to those 
contingencies or changes out of its control. 
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NOTE 15 — CREDIT ARRANGEMENTS 

CredU FaciUty 

On December 30, 2013, the Company entered into a Loan and Security Agreement (the "Agreement") with Commerce that replaced tiie 
Company's foimer $9.0 milUon credit facility with SVB. Under the Agreement, Commerce has committed to a three year revolving credit 
facility of up to $2.5 million (the "Revolver") and a 60-montfi term loan of $6.0 milUon (tiie "Term Loan"). The former SVB cr edit facility was 
a $9.0 million credit facility consisting of a $6.5 million term note and a $2.5 miUion line-of-credit. The Company utilized the proceeds from the 
Term Loan to retire the foimer SVB faciUty in die amount of $4.5 milUon, including uiterest and fees, with tite remainder to be utilized for 
working capital purposes. The SVB facflity was paid off in full as of December 31, 2013. As a result of the extinguishment of the SVB credit 
facUity, tiie Company recorded a loss on extinguishment in the amount of S128,0(K) primarily related to the unamortized debt discount that is 
included as part of interest expense in the accompanying consolidated statement of (^erations for the year end December 31,2013. 

The Revolver beara interest at the Prime Rate plus 1.75% (totaling 5% at December 30, 2013), and is adjusted every six months for any 
change in the Prime Rate. In addition to changes in the Prime Rate, the rate can be reduced by up to .50% based on certain EBITDA achievement 
levels. Under the Revolver, the Company may bonow, repay and re-borrow an amount not to exceed the lesser of $2,500,000 or the total of 80% 
of eUgible billed and unbilled accounte receivable (less the aggregate outstanding on any letters of credit). There were no bonowings under the 
Revolver as of and for the year ended December 31, 2013. The Term Loan beara interest for the first 6 months at the Prime I^te plus 2.75% 
(totaling 6% at December 31,2013), and is adjusted every six months for any change in tfie Prime Rate. In addition to changes in the Prime Rate, 
tiie rate can be reduced by up to .50% based on certain EBITDA achievement levels. The Term Loan may be prepaid without penalty at any 
time. The Term Loan is interest only for six months followed by 54 principal and interest payments commencing on July 30,2014 with a balloon 
payment for any remaining principal balance at matority. 

The Commerce credit facility is secured by a first priority perfected seciuity interest in substantially aU ofthe Company's assete and all of 
the assets of World Ena:gy Securities Corp. The current indebte^ess to Massachusette Capital Resource Company ("MCRC") is subordinated to 
tiie Commerce credit ^cility. The Loan and Security Agreement contains certain affinnative and negative covenants including a minimum Debt 
Service Coverage Ratio and financial reporting requirements. 

In conjunction with ite former SVB credit facility , the Company issued warrante to SVB to purchase 45,045 shares ofthe Company's 
common stock with an exphation date of October 2,2019. The Company accounted for the issuance of wanants in accordance with tbe guidance 
prescribed in tiie ASC Topic 470-20, " Accounting for Convertible Debt and Debt Issued with Stock Purchase Warrants " ("ASC 470-20"). In 
accordance with ASC 470-20, the value of the stock purchase warrante was considered an Original Issue Discount ("OID") which was required 
to be amortized over the life of the note as interest expense with a conesponding credit to long-teim debt. The unamortized debt discount at 
DecemberSl, 2012 was approximately $130,000. The debt discount was fully amortized at December 31, 2013 in conjunction with the 
Company's retirement of tfie SVB credit faciUty and included as part of interest expense in the accompanying consoUdated statement of 
operations for the year ended December 31, 2013. The amortization and write-down of unamortized debt discount of approximately $130,000 
was included as part of interest expense for the year ended December 31,2013. For the year ended December 31,2012, the amortization of debt 
discount was approximately $10,000, and was included as part of interest expense. 

Subordinated Note 

On October 3, 2012, tiie Company entered into a Note Purchase Agreement with MCRC , ui which tfie Company entered mto an 8-year, 
$4 mUlion Subordinated Note due 2020 vwth MCRC (the "MCRC Note"). The MCRC Note bears interest at 10.5% and is interest only for the 
first four years followed by 48 equal principal payments commencmg October 31,2016. The Company must pay a premium of 3% if it prepays 
the MCRC Note before October I, 2014 and a 1% premium if it prepays the MCRC Note before October I, 2015. The MCRC Note is 
subordinated to the Company's credit faciUty with Commerce Bank and contains a consolidated net eamings available for interest charges to 
interest charges covenant, as adjusted, of not less tiian one-to-one that the Company was not in compliance witii as of December 31, 2013. 
Subsequent to December 31,2013, MCRC waived the non-compliance witii this covenant and entered into a new Minimum Fixed Charge Ratio 
covenant commencing in the first quarter of 2014. As a result, the MCRC Note has been classified as long-term as ofDecember 31,2013. 

Aggregate gross principal maturities of debt by year are as foUows: 

Total 
2014 
2015 
2016 
2017 
2018 and thereafter 

Total 
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$ • • • 

$ 

'978,000 
1,131,000 
1.451,000 
2,277,000 
4.663.006 

10.500,000 



NOTE 16 — SEGMENT REPORTING 

The Company operates the business based on two industry segmente: Energy procurement and Energy efficiency services. The Company 
detivere ite Energy procurement services to four maikete: retail energy, wholesale eneigy, demand response and environmental commodity. The 
Energy procurement process is substantially the same regardless ofthe market being serviced and is supported by the same operations personnel 
utiUzmg the same basic technology and back office support. There is no discrete financial informat ion for these product lines nor are there 
segment managere who have operating responsibUity for each product line. Energy efficiency services focus on tum-key electrical, mechanical 
and lighting energy efficiency measures servicing commercial, industrial and institotional customera. 

Segment operating income represente income from operations including stock-based compensation, amortization of intangible assete and 
depreciation. The followmg tables present certain continuing operating division information in accordance with the provisions of ASC 280, " 
Segment Reporting *\ 

ConsoUdated revenne from extemal customers: 
&iSr83^!ffi^ure^H,-:^;hVv^:^:V-:- yyy. ,yy\.y 
Energy efficiency services 
j^onsQhc f f e . ^ a w w i ^ •••-,:::,-•:'. •••-.'- y ' - - •• -.. -

^mmyy^y:yy:--:yy: 
Consolidated (loss) income before income taxes: 

Energy efficiency services 
1o8|^^nie>feK^"insbineft« 

Years Ended Decemlwr 31, 
2013 2012 

2 i y ^ i ^ i 
5,784.840 7.302.783 

^(2^^678) At^ ; i ; ? fc^ i^^^5l ) 
(695.818) 63.507 

2011 

m^-imyym^^m^M:: v-
51450 

'msx^i 
\^ iy 

(351.104) 

'î m^mmmm^<:mm^^m -̂ î m̂ ^̂ m̂ m-̂  

Consolidated total as$ete: 

Energy efficiency services 

December 31. 
2013 2012 

mi^i^^y 
6,180,531_ 6.291.159 

m^^^^&iWM^:z: :;$'̂ ^^Mŝ i3s?%2s 

Energy Procurement: 

Depreciation 

ih^r^st^^^lsc^ef^feis^^vi'i'w^ . 
Energy Efficiency Ser̂ Hlces: 

Depreciation 

Years Ended December 31, 
2013 

$ . • ^^3f7:n.905. 
$ 

y^mmjs4 

nsimii 
^ 5 ^ 

2012 2011 

$ .i-v.^-;;2i897;126 ^J.450.394 

196,571 $ 208,846 $ 144.987 

8̂ 389 
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NOTE 17 — SUPPLEMENTAL CASH FLOW INFORMATION 

Following is supplemental cash flow infonnation for the years presented: 

Ytars Ended Dtcember 31. 

piipplen^^^l.D^(|[Qiii^M£5Bsh 
Net ca^ paid for interest 

I •••Sct^^p^d^r^^^e.-taxfKf/;.^-/• i •• ̂  
Non-cash activities: 
rair^^yeA$lcGi)nnic>n;s$a^ : 
Equipment acquired under capital leases 
Rpia^^l^J^M^^[£Q^¥La^|e 'Jssuj^^^^ :; -
Fair value of common stock issued as contingent consideration related to acquisitions 
FBIf.yjflue,̂ F^MTarite;issu« _ 
Notes payable assumed in acquisitions 
0pnyereipn;pf nQterecejy|«)|e^!fo'eqn 

2013 2912 2011 

$ (1.042.667) $ (541.395) ^ _ 

$ 325,450 $ 2.219,000 $ 4,685,813 

$ $ $ 53,709 

y$̂ m:m :?^S ̂  •-̂ $B̂ Ŝ5gr̂ -̂ '''srmfBi}j0i6: 

NOTE 18—SUBSEQUENT EVENT 

As of December 31, 2013, the Company was not in compliance with the consoUdated net earnings available for interest charges to 
interest charges covenant, as adjusted, ofthe MCRC Note . Subsequent to December 31, 2013, MCRC waived the non-compliance with tiiis 
covenant as ofDecember 31,2013 and entered into a new Minimum Fixed Charge Ratio covenant commencing in the firat quarter of 2014. 
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EXHIBIT 10.25 

WAIVER AND AMENDMENT 

This WAIVER AND AMENDMENT (fliis " Amendment "). is entered into as of March 27, 2014 (subject to the satisfaction of tiie 
conditions set forth in Section 4 below, the " Efifective Date "). by and between World Energy Solutions, Inc., a Delaware corporation (the " 
Company "), and Massachusetts Capital Resource Company (the " Purchaser "). 

WITNESSETH: 

WHEREAS , the Company and tfie Purchaser are parties to that certain Note Purchase Agreement dated as of October 3, 2012 (as 
amended hereby and as may be fiirtfier amended, restated, supplemented or otherwise mocUfied from time to time, tfie " purchase Agreement"'): 

WHEREAS , the Company is in default of a certain provision ofthe Purchase Agreement and has requested the Lender to waive such 
default and to amend a certain provision ofthe Purchase Agreement; and 

WHEREAS , the Purchaser is willing to agree to grant such waiver and make such amendment, all on the terms and subject to the 
conditions set forth herein; 

NOW, THEREFORE , in consideration of the foregomg and for other good and valid consideration, the receipt and sufficiency of 
which are hereby acknowledged, the parties hereto, intending to be legally bound, hereby agree as follows: 

1. Defined Terms . Capitalized terms used but not defined herein shall have the respective meanings ascribed to such teims in 
the Purchase Agreement. 

2. Waiver . The following Evente of Default exist under the Purehase Agreement (the " Existing DefauU "): flie Company's 
breach for its fiscal quarter ended December 31,2013 of ite interest Coverage Ratio covenant under Section 4.01 (j) of the Purchase Agreement. 

The Company has requested that the Purchaser waive tfie Existing Default. Upon satisfaction ofthe conditions to effectiveness set forth 
in Section 4helow the Purchaser hereby waives the Existing Default. The waiver contained in this Section 2 is specific in intent and valid only 
for the specific purpose for which it is given. Nothing contained herein obligates the Purchaser to agree to any additional waivere of any 
provisions ofthe Purchase Agreement. The waiver contained in this Section 2 is a waiver of only the Existing Default, and shall not operate as a 
waiver of the Purchaser's right to exereise remedies resulting from (i) any otiier existing and/or continuing Event of Default, or (ii) any future 
Event of Default, whether or not of a similar natore and wheflier or not known to the Purchaser. 

3. Amendment to Purchase Agreement. Upon satisfaction ofthe conditions to effectiveness set forth in Section 4 below: 

(a) As of and from the Effective Date of this Amendment, Section 4.0l(j) ofthe Purchase Agreement is amended in its entirety 
as follows: 

(j) Maintenance of Minimum Fixed Charge Coverage Ratio . The Company shall not permit ite Fixed Charge Coverage 
Ratio to be less than the ratio set forth below, such Fixed Charge Coverage Ratio being measured quarterly, as of the final 
day of each fiscal quarter of the Company, commencing on and with the fiscal quarter ending March 31,2014. 

Ratio not less than: 

.5 to 1.0 

.75 to 1.0 

1.0 to 1 

1.0 to 1.0 

For the Fiscal Quarter Ending 

March 31.2014, calculated for tbe fiscal quarter then ended. 

June 30,2014, calculated for the two fiscal quartere ended March 31,2014 and June 30,2014. 

September 30,2014, calculated forthe three fiscal quartere ended March 31,2014, June 30,2014 
and September 30.2014. 

Each fiscal quarter thereafier, calculated for the four fiscal quartere then ended. 



(b) As of and from the Effective Date of this Amendment, Section 6.01 ofthe Purchase Agreement is amended by adding tiiereto 
the following definitions: 

"Capital Expenditores" means, for any period, the sum for the Company of die aggregate amount of expenditures made or 
liabilities incuned during such period (including the aggregate amount of Capital Lease ObUgations incuned during such period) 
to acquire or consfrnct fixed assete, plant and equipment (including renewals, improvemente and replacemente, but excluding 
repairs) computed in accordance witii GAAP; provided that such term shall not include any expenditures in connection with any 
replacement or repair of property affected by a casualty event. 

"Capital Lease ObUgations" of any person means the obUgations of such Pereon to pay rent or other amounts under any lease of 
(or otfier arrangement conveying the right to use) real or personal property, or a combination thereof, which obUgations are 
required to be classified and accounted for as capital leases on a balance sheet of such Person under GAAP, and the amount of 
such obligations shall be the capitalized amount thereof determined in accordance with GAAP. 

"EBITDA" means the total of (i) ConsoUdated Net Income of tiie Company plus (ii) all amounte deducted in computing such 
ConsoUdated Net Income in respect of (u) interest expense on Indebtedness, (v) taxes based upon or measured by income, (w) 
depreciation and amortization, each to the extent accmed or paid (without double counting) in the appUcable period and actually 
deducted in determining ConsoUdated Net Income, (x) up to $500,000 for one-time, non-recuning expenses relating to legal and 
financial costs actiially incuned by tfie Company in connection with a certain proxy dispute, (y) net changes in defened revenue 
and (z) non-cash charges for stock based compensation, minus exfraordinary and non-operating income, as each such item is 
determined in accordance with GAAP. 

"Fixed Charge Coverage Ratio" means, as ofany date of measurement thereof, the ratio of (a) (i) EBITDA of tfie Company for 
the period ofthe number of consecutive fiscal quartere set forth in Section 4.01(i) ending on or most recently ended prior to such 
date minus (ii) the aggregate amount of all Non-Financed Capital Expenditures of the Company during such period minus (iii) 
tiie aggregate amount paid, or required to be paid by the Company (without duplication), in cash in respect ofthe cunent portion 
of all income taxes for such period to (b) the sum of (i) the aggregate amount of Interest Expense for such period, (ii) the 
aggregate amount of regularly scheduled payments of principal in respect of Indebtedness for bonowed money (including the 
principal component of any payments in respect of Capital Lease ObUgations but, for avoidance of doubt, excluding any 
prepayment ofany principal amount) paid or required to be paid during such period, and (iii) the aggregate amount of contingent 
or eam-out cash payments made during such period. 

"Interest Expense" means, for any period, tfie sum, without duplication, for the Company, of all interest in respect of 
Indebtedness accrued or paid during such period (whether or not actually paid during such period), but excluding capital debt 
acquisition costs. 

"Non-Fmanced Capital Expenditures" means Capital Expenditores paid in cash and not financed with Indebtedness for money 
bonowed. 

4, Condhions, The effectiveness of this Amendment is subject to flie foUowing conditions: 

(a) the execution and delivety of this Amendment by the Company and the Purchaser; 

(b) all other documents and legal matters in connection with the transactions between the Company and the Purchaser 
contemplated by this Agreement shall have been delivered, executed, or recorded and shall be in form and substance satisfactoty to the 
Purchaser; and 

(c) the Company shall have paid the Purchaser all fees, costs and expenses of the Purchaser in connection with this 
Amendment, including, without Umitation, reasonable fees, costs and expenses of counsel. 

5. Representations and Warranties. The Company hereby represente and warrants, to the Purchaser as follows: 

(a) the Company is a corporation, duly organized, validly existing and in good standing under the laws of the jurisdiction 
of its formation; 

(b) the Company has the power and authority to execute, deliver and perform its obligations under this Amendment and 
the Purchase Agreement; 

(c) the execution, delivery and performance by the Company of this Amendment and the Purchase Agreement have been 
duly authorized by all necessary corporate action and does not and will not require any registration with, consent or approval of, notice to 
or action by, any Person (including any govemmentai agency); 



(d) this Amendment, the Purchase Agreement and any other loan documents executed in connection herewitfi and 
therewith (the " Loan Documents ") to which the Company or any of ite Subsidiaries is a party, as each Loan Document is amended by 
this Amendment, constitote the legal, valid and binding obUgation of the Company and such Subsidiaries, enforceable against such 
Pereon in accordance with ite terms; 

(e) after giving effect to tiie waiver by the Purchaser m Section 2 above, no Event of DefauU exists or shall exist 
immediately following the consummation ofthe transactions contemplated hereby; 

(f) afier giving effect to this Amendment, all representations and warranties by the Company contained in the Purchase 
Agreement are tme and correct in all material respects as ofthe date hereof, except to the extent made as of a specific date, in which case 
each such representation and wananty shall be tme and conect as of such date; and 

(g) by its signature below, the Company agrees that it shall constitote an Event of Default if any representation or 
warranty made herein is untme or inconect in any material respect as ofthe date when made or deemed made. 

6. Agreement in Full Force and Effect as Amended . Except as specifically amended, consented and/or waived hereby, the 
Purehase Agreement and other Loan Documente shall remain in full force and effect and are hereby ratified and confirmed as so 
amended. Except as expressly set forth herein, this Amendment shall not be deemed to be a waiver, amendment or modification of any 
provisions of the Purchase Agreement or any other Loan Document or any right, power or remedy of the Purchaser, nor constitote a waiver of 
any provision of the Purchase Agreement or any other Loan Document, or any other document, instmment and/or agreement executed or 
delivered in connection therewith or of any Event of Default under any of the foregoing, in each case, whether arising before or after the date 
hereof or as a result of performance hereunder or thereunder. Except as to the specific waivers provided herein, this Amendment also shall not 
preclude the future exercise of any right, remedy, power, or privilege available to the Purchaser whether under the Purchase Agreement, the 
other Loan Documents, at law or otherwise and nothing contained herein shall constitote a couree of conduct or dealing among the parties 
hereto. AU references to the Purchase Agreement shall be deemed to mean the Purchase Agreement as amended hereby. This Amendment shall 
not constitote a novation or satisfaction and accord ofthe Purchase Agreement and/or otiier Loan Documente, but shall constitote an amendment 
thereof. The parties hereto agree to be bound by the terms and conditions ofthe Purchase Agreement and Loan Documents as amended by this 
Amendment, as though such terms and conditions were set forth herein. Each reference in the Purchase Agreement to "this Agreement," 
"hereunder," "hereof," "herein" or words of similar import shall mean and be a reference to the Purchase Agreement as amended by this 
Amendment, and each reference herein or in any other Loan Dociunent to the "Purchase Agreement" shall mean and be a reference to the 
Purchase Agreement as amended and modified by this Amendment. 

7. Counterparts • This Amendment may be executed by one or more of the parties to this Amendment and any number of 
separate counterparte, each of which when so executed, shall be deemed an original and all said counterparts when taken together shall be 
deemed to constitute but one and the same instrument. 

8. Successors and Assigns . This Amendment shall be binding upon and inure to the benefit of the Company and its successors 
and assigns and the Purchaser and its successore and assigns. 

9. Further Assurance . The Company hereby agrees from time to time, as and when requested by the Purchaser, to execute and 
deliver or cause to be executed and delivered, all such documents, instruments and agreements and to take or cause to be taken such further or 
other action as the Purchaser may reasonably deem necessary or desirable in order to carry out the intent and purposes of this Amendment, the 
Purchase Agreement and the Loan Documents. 

10. GOVERNING LAW , THIS AMENDMENT SHALL BE GOVERNED BY AND SHALL BE CONSTRUED AND 
ENFORCED IN ACCORDANCE WITH THE INTERNAL LAWS OF THE COMMONWEALTH OF MASSACHUSETTS, WITHOUT 
REGARD TO CONFLICTS OF LAW PRINCIPLES, 

11. Severability , Wherever possible, each provision of this Amendment shall be interpreted m such manner as to be effective 
and valid under applicable law, but if any provision of this Amendment shall be prohibited by or invalid under such law, such provision shall be 
ineffective to the extent of such prohibition or invalidity without invalidating the remainder of such provision or the remaining provisions of this 
Amendment. 



12. Reaffirmation. The Company as debtor, grantor, pledgor, guarantor, assignor, or in other any other similar capacity in which 
the Company grante liens or security intereste in ite property or otherwise acte as accommodation paity or guarantor, as the case may be, hereby 
(i) ratifies and reaffirms aU of its payment and performance obligations, contingent or otherwise, under each of the Loan Documente to which it 
is a party (af̂ er giving effect hereto) and (ii) to the extent the Company granted liens on or security intereste in any of its property pureuant to 
any such Loan Document as security for or otherwise guaranteed the Obligations under or with respect to tbe Loan Documents, ratifies and 
reaffinns such guarantee and grant of security intereste and liens and confirms and agrees that such security interests and Uens hereafter secure 
all of the ObUgations as amended hereby. The Company hereby consents to this Amendment and acknowledges that each of the Loan 
Documente remains in fiiU force and effect and is hereby ratified and reaffirmed. Except as expressly set forth herein, the execution of this 
Amendment shall not operate as a waiver ofany right, power or remedy ofthe Purchaser, constitote a waiver ofany provision ofany ofthe Loan 
Documente or serve to effect a novation of tfie Obligations. 

[Remainder of Page IntontiotuiUy Left Blank; Signature Page FoUows] 



IN WITNESS WHEREOF, each ofthe undereigned has executed tfiis Amendment as ofthe date set forth above. 

WORLD ENERGY SOLUTIONS, INC. 

By: Isl James Parslow 
Name: James Parelow 
Titie: CFO 

MASSACHUSETTS CAPITAL RESOURCE COMPANY 

By: Is/ Daniel P, Corcoran. Jr. 
Name: Daniel P. Corcoran, Jr. 
Title: Vice President 



EXHIBIT 21.1 

SUBSIDIARIES OF REGISTRANT 

Subsidiary, Slate of Inconwratiop 

Worid Energy Securities Corp. Massachusetts 



EXHIBIT 23.1 

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM'S CONSENT 

We consent to the incorporation by reference in the Registration Statements of World Energy Solutions, Inc. on Form S-8 (File Nos. 333-151641 
and 333-140014) and Fomi S-3 (File Nos. 333-165822, 333-164473, and 333-147301) of our report dated March 31, 2014, with respect to our 
audits ofthe consoUdated financial statements of World Energy Solutions, Inc. as ofDecember 31, 2013 and December 31, 2012, and for the 
each ofthe years in the three-year period ended December 31, 2013, which report is included in this Annual Report on Form 10-K of World 
Energy Solutions, Inc. for the year ended December 31,2013. 

Isl Marcum LLP 

Marcum LLP 
Boston, Massachusetts 
March 31,2014 



EXHIBIT 31.1 

CERTIFICATION PURSUANT TO 
§302 OF THE SARBANES-OXLEY ACT OF 2002 

1. Philip Adams, certify that: 

1.1 have reviewed this annual report on Form 10-K of World Energy Solutions, Inc. (the "Registrant"); 

2. Based on my knowledge, this report does not contain any untme statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report; 

3. Based on my Knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, resulte ofoperations and cash flows ofthe Registtant as of, and for, the periods presented in this report; 

4. The Registrant's other certifying officer and I are responsible for establishing and maintaining disclosure conttols and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-!5(e)) and intemal control over financial reporting (as defined in Exchange Act Rules 13a-15 
(f) and 15d-15(f)) forthe Registrant and have: 

a) Designed such disclosure confrols and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others 
within those entities, particularly during the period in which this report is being prepared; 

b) Designed such intemal conttol over financial reporting, or caused such intemal control over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for extemal puiposes in accordance with generally accepted accounting principles; 

c) Evaluated the effectiveness ofthe Registrant's disclosure conttols and procedures and presented in this report our conclusions 
about the effectiveness ofthe disclosure confrols and procedures, as ofthe end ofthe period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the Registrant's internal control over financial reporting that occuned during the 
Registrant's most recent fiscal quarter (the Registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the Registrant's intemal control over financial reporting; and 

5. The Registtant's other certifying officer and I have disclosed, based on our most recent evaluation of intemal control over financial 
reporting, to the Registrant's auditors and the audit committee of Ihe Registtant's board of directors (or persons performing the equivalent 
functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal conttol over financial reporting which 
are reasonably likely to sdverecly affect the Registrant's ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Registtant's 
intemal conttol over financial reporting. 

Dated: March 31,2014 By: Isl Philip Adams 
Philip Adams 
Chief Executive Officer 



EXHIBIT 31.2 

CERTIFICATION PURSUANT TO 
§302 OF THE SARBANES-OXLEY ACT OF 2002 

1. James Parslow, certify that: 

1.1 have reviewed this annual report on Form 10-K ofWorld Energy Solutions, Inc. (the "Registtant"); 

2. Based on my knowledge, this report does not contain any untme statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statemente were made, not misleading with respect to the period 
covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present In all material 
respecte the financial condition, results ofoperations and cash flows ofthe Registtant as of, and for, the periods presented in this report; 

4. The Registtant's other certifying officer and I are responsible for establishing and maintaining disclosure conttols and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal control over financial reporting (as defined in Exchange Act Rules 13a-15 
(f) and 15d-l5(f)) forthe Registrant and have: 

a) Designed such disclosure conttols and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others 
within those entities, particularly during the period in which this report is being prepared; 

b) Designed such intemal conttol over financial reporting, or caused such intemal conttol over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for extemal purposes in accordance with generally accepted accounting principles; 

c) Evaluated the effectiveness of the Registtant's disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness ofthe disclosure conttols and procedures, as ofthe end ofthe period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the Registtant's intemal control over financial reporting that occurred during the 
Registrant's most recent fiscal quarter (the Registtant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the Registrant's intemal confrol over financial reporting; and 

5. The Registrant's other certifying officer and I have disclosed, based on our most recent evaluation of intemal control over fmancial 
reporting, to the Registtant's auditors and the audit committee of the Registtant's board of directors (or persons perfoiming the equivalent 
functions): 

a) AU si^ificant deficiencies and material weaknesses in the design or operation of interr^l control over financial reporting which 
are reasonably likely to advereely affect the Registrant's ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant's 
intemal confrol over financial reporting. 

Dated: March 31, 2014 By; Isl James Parslow 
James Parslow 
Chief Financial Officer 



EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 18 U.S.C. §1350, AS ADOPTED 
PURSUANT TO §906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the annual report of World Energy Solutions, Inc. (the "Company") on Form lO-K (the "Report") for the year ended 
December31, 2013 as filed with tfie Securities and Exchange Commission on the date hereof, I, Philip Adams, ChiefExecutive Officer ofthe 
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to §906 ofthe Sarbanes-Oxley Act of 2002, that: 

1. The Report fiilly complies with the requirements of Section 13(a) or 15(d) ofthe Securities Exchange Act of 1934; and 

2. The infonnation contained in the report fairly presents, in all material respects, the fmancial condition and results ofoperations ofthe 
Company. 

Dated: March 31,2014 By; Isl Philip Adams 
Philip Adams 
ChiefExecutive Officer 

A signed original of this written statement required by Section 906, or other document autiienticating, acknowledging, or otherwise 
adopting the signatures that appear in typed form within the elecfronic version of this written statement required by Section 906, has been 
provided to the Company and will be retained by the Company and fiimished to the Securities and Exchange Commission or its staff upon 
request. 



EXHIBIT 32.2 

CERTIFICATION PURSUANT TO 18 U.S.C. §1350, AS ADOPTED 
PURSUANT TO §906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with Ihe quarteriy report of World Energy Solutions, Inc. (the "Company") on Form 10-K (the "Report") for the year ended 
December 31, 2013 as filed with the Securities and Exchange Commission on the date hereof, I, James Parelow, Chief Financial Officer ofthe 
Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of tiie Sarbanes-Oxley Act of 2002, that: 

1, The Report fully complies witii the requirements of Section 13(a) or 15(d) ofthe Securities Exchange Act of 1934; and 

2. The infonnation contained in the Report fairly presents, in all material respecte, the fmancial condition and results of operations of the 
Company. 

Dated: March 31,2014 By; Isl James Paralow 
James Parslow 
Chief Financial Officer 

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise 
adopting the signatores that appear in typed form within tiie electtonic version of this written statement required by Section 906, has been 
provided to the Company and will be retained by the Company and fiimished to the Securities and Exchange Commission or its staff upon 
request. 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 8-K 

CURRENT REPORT 
Pursuant to Section 13 or 15(d) 

of the Securities Exchange Act of 1934 

Date of Report (Date of earliest event reported): November 3,2014 

World Energy Solutions, Inc, 
(Exact Name of Registrant as Specified in Charter) 

Delaware 001-34289 04-3474959 
(State or Other Jurisdiction (Commission (IRS Employer 

of Incorporation File Number) Identification No.) 

100 Front Street 
Worcester, Massachusetts 01608 

(Address of Principal Executive Offices) (Zip Code) 

Registrant's telephone number, including area code: (508) 459-8100 

n/a 
(Former Name or Former Address, if Changed Since Last Report) 

Check the appropriate box below ifthe Form 8-K filing is intended to simultaneously satisfy the filing obligation ofthe registrant under any of 
the following provisions (see General Instruction A.2. below): 

D Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

D Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

D Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

D Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 



Item 1.01. Entry into a Material Definitive Agreement 

Merger Agreement and the Tender Offer 

On November 4, 2014, World Energy Solutions, Inc. (the "Company") entered into an Agreement and Plan of Merger (the "Merger 
Agreement") with EnerNOC, Inc. ("Parent") and Wolf Merger Sub Corporation, a wholly owned subsidiary of Parent ("Merger Sub"), pursuant 
to which Parent and Merger Sub will commence an offer (the "Offer") to acquire all ofthe outstanding shares ofthe Company's common stock 
(the "Shares"), at a price of $5.50 per share in cash (the "Offer Price"). The Merger Sub is required to commence the Offer no later than 10 
business days after the date of the Merger Agreement. If the Offer is consummated, Shares not tendered will be acquired by Merger Sub in a 
second step merger (the "Merger") for the Offer Price. 

Completion ofthe Offer is subject to a number of conditions, including (i) that a majority ofthe Shares outstanding be validly tendered and 
not validly withdrawn prior to the expiration ofthe Offer; (ii) completion of a 55-day "go-shop" period during which time the Company will 
solicit altemative proposals to the Offer and Merger and (iii) certain other customary conditions which are included as Annex I to the Merger 
Agreement and will be described in detail in the Merger Sub's tender offer materials diat will be filed with the U.S. Securities and Exchange 
Commission (the "SEC"). The Offer and the Merger are not subject to any financing conditions. 

Concurrently with the execution ofthe Merger Agreement, Parent and Merger Sub entered into Tender and Support Agreements with each 
ofthe members ofthe Company's board of directors (the "Board") and certain other officers ofthe Company owning Shares pursuant to which 
such individuals agreed to tender their Shares in the Offer. These agreements will automatically terminate ifthe Merger Agreement is 
terminated. The Company is not a party to the tender and support agreements. 

The Board has approved the Merger Agreement and unanimously recommends that stockholders ofthe Company tender their Shares in the 
Offer. The Company will file a Schedule 14D-9 with the SEC containing the recommendation ofthe Board on the same day that the Offer is 
commenced. 

Following the completion ofthe Offer and, subject to the satisfaction or waiver ofceriain customary conditions set forth in the Merger 
Agreement, Merger Sub will merge with and into the Company pursuant to the procedure provided for under Section 251 (h) of the Delaware 
General Corporation Law (the "DGCL") that does not require any additional stockholder approvals. Pursuant to the Merger, any remaining 
Shares ofthe Company not validly tendered pursuant to the Offer (other than any (i) Shares ovraed by Parent, Merger Sub or any other affiliate 
of Parent that is directly or indirectly wholly owned by the ultimate parent of Parent, (ii) Shares owned by the Company or any direct or indirect 
wholly-owned subsidiary ofthe Company and (iii) Shares held by the Company's stockholders who properly demand and perfect dissenters' 
rights in accordance with Section 262 ofthe DGCL and who, as ofthe effective time ofthe Merger, have not effectively withdravra or lost such 
dissenters' rights) will be cancelled and converted automatically into the right to receive cash in an amount equal to the Offer Price. In addition, 
holders of vested stock options shall receive per share the Offer Price less the per share exercise price for the shares underlying such options, and 
holders of unvested stock options shall receive an option to purchase Parent shares ofcommon stock based on an equity award exchange ratio set 
forth in the Merger Agreement. 

Concurrently with the closing ofthe Merger, the Company and Parent will cause a certificate of merger (the "Certificate of Merger") to be 
filed with the Secretary of State ofthe State of Delaware under the DGCL. The Merger will be effective at the time of such filing or such later 
time as specified in the Certificate of Merger and agreed to by the Company and Parent in vmtmg (the "Effective Time"). As the survivmg 
corporation (the "Surviving Corporation"), the Company will continue to exist following the Merger as a wholly-owned subsidiary of Parent. 



Parent and the Company have made customary representations, warranties and covenants in the Merger Agreement, including covenants 
(i) to promptly make all filings requu-ed by the Securities Exchange Act of 1934, as amended (the "Exchange Act"), and other applicable laws 
with respect to the Offer and the Merger; and (ii) to use their commercially reasonable efforts to take all appropriate action to consummate and 
effectuate the Offer, the Merger and the other transactions contemplated by the Merger Agreement. Additionally, prior to consummation ofthe 
Merger, the Company has agreed to conduct its business in all material respects in the ordinary and usual course and to comply with certain other 
operating covenants through the consummation ofthe Merger. 

During the period begmning on the date of the Merger Agreement and continuing until 11:59 p.m., New York City time, on December 29, 
2014 (the "Go-Shop Period"), the Company has the right to directly or indirectly initiate, solicit or encourage any Takeover Proposals (as 
defined in the Merger Agreement) and waive standstill provisions to enable Takeover Proposals to acquire the Company to be submitted to the 
Company. At the end of the Go-Shop Period, the Company must cease any existing solicitation, encouragement, discussion or negotiation with 
any third parties but may continue to receive proposals and engage in discussions and activities with third parties that the Board believes in good 
faith is, or could reasonably be expected to result in, a Superior Proposal (as defined in the Merger Agreement). 

Prior to the closing ofthe Offer, the Board may, subject to compliance with certain obligations described below, (i) terminate the Merger 
Agreement to enter into a definitive agreement with respect to a Superior Proposal, ifthe Board receives a Takeover Proposal that it determines 
in good faith constitutes a Superior Proposal and the Board determines in good faith, after consultation with its legal advisors, that failure to take 
such action would be inconsistent with the directors' fiduciary duties under applicable law; or (ii) change its recommendation to the Company's 
stockholders regarding tendering into the Offer and approving the Merger and related transactions and the Board determines in good faith, after 
consultation with its legal advisors, that failure to take such action would be inconsistent with the directors' fiduciary duties under applicable 
law. The Company may not change its recommendation to the Company's stockholders or terminate the Merger Agreement under the above 
"fiduciary out" unless (i) the Company gives Parent four (4) full business days' (shortened to three (3) full business days in response to 
subsequent material amendments to any Takeover Proposal) notice that the Company intends to take such action and provides relevant 
information and materials; (ii) the Company provides Parent with at least four (4) full business days (or three (3) full business days as provided 
above) to make a revised proposal, during which the Company must negotiate in good faith; and (iii) after such period, the Board determines in 
good faith, after consultation with its legal and financial advisors, and taking into account any changes to the transaction documents, that the 
Takeover Proposal continues to constitute a Superior Proposal. 

Upon termination ofthe Merger Agreement under specified circumstances, the Company will be required to pay Parent a termination fee 
of $ 1,028,066 if the Merger Agreement is terminated in connection with a Superior Proposal or $2,398,821 in the case of termination upon a 
breach by the Company or for any other reason of termination as permitted by the Merger Agreement. The Merger Agreement also provides that 
Parent will be required to pay the Company a reverse termination fee of $3,598,232 under certain circumstances specified in the Merger 
Agreement. The termination fee is the sole and exclusive remedy except in limited circumstances in the event of fraud or willful breach or in the 
event of a breach of "Go Shop" provisions. 



The foregoing description ofthe Offer, the Merger and the Merger Agreement does not purport to be complete and is qualified in its 
enth-ety by reference to the Merger Agreement, which is attached hereto as Exhibit 2.1 and incorporated herein by reference. The Merger 
Agreement is not intended to modify or supplement any factual disclosures about the Company in its public reports filed with the SEC and it is 
not intended to be, and should not be relied upon as, disclosures regarding any facts and circumstances relating to the Company. In particular, the 
representations, warranties and covenants set forth in the Merger Agreement (a) were made solely for ptuposes ofthe Merger Agreement and the 
transactions contemplated therein and solely for the benefit ofthe contracting parties (except with respect to the rights of specific third parties 
enumerated in the Merger Agreement), (b) may be subject to limitations agreed upon by the contractmg parties, includmg being qualified by 
confidential disclosures made to Parent and Merger Sub in connection with the Merger Agreement, (c) will not survive consummation ofthe 
Merger (except for the covenants that apply or are to be performed after the effective time ofthe Merger), (d) are qualified in certain 
circumstances by a materiality standard which may differ fi-om what may be viewed as material by investors, (e) were made only as ofthe date 
ofthe Merger Agreement or such other date as is specified in the Merger Agreement, and (f) may have been included in the Merger Agreement 
for the purpose of allocating risk between the parties rather than establishing matters as facts. Investors are not third-party beneficiaries under the 
Merger Agreement, and should not rely on the representations, warranties and covenants or any descriptions thereof as characterizations ofthe 
actual state of facts or conditions of the parties. Moreover, information concerning the subject matter of the representations and warranties may 
change after ^ e date of the Merger Agreement, which subsequent information may or may not be fully reflected in subsequent public disclosure. 

On November 4,2014, the Company issued a press release to announce the Offer, the Merger and the other transactions contemplated by 
the Merger Agreement. A copy ofthe press release is attached hereto as Exhibit 99-1 and is incorporated herein by reference. 

Item 5.03. Amendments to Articles of Incorporation or Bylaws; Changes in Fiscal Year 

On November 3,2014, die Board agreed to amend and restate the By-Laws of the Company (the "Amended and Restated 
By-Laws"), effective immediately, to provide that unless the Company consents in writing to the selection of an altemative forum, the Court of 
Chancery ofthe State of Delaware shall, to the fullest extent permitted by law, be the sole and exclusive fomm for (1) any derivative action or 
proceeding brought on behalf of the Company, (2) any action asserting a claim of breach of a fiduciary duty owed by any director, officer, or 
other employee ofthe Company to the Company or the Company's shareholders, (3) any action asserting a claim arising pursuant to any 
provision ofthe General Corporation Law ofthe State of Delaware, and (4) any action asserting a claim by the intemal affairs doctrine, in each 
case subject to the Court of Chancery ofthe State of Delaware having personal jurisdiction over the indispensable parties named as defendants 
therein. 

The foregoing description is qualified in its entirety by the Amended and Restated By-Laws attached hereto at Exhibit 3.1 . 

Item 8.01. Other Events 

On November 3, 2014, the Company agreed to enter into an Indemnification Agreement with each member ofthe Board, the form of 
which is attached hereto as Exhibit 10.1. 



Item 9.01. Financial Statements and Exhibits. 

(d) EXHIBITS. 

2.1 Agreement and Plan of Merger by and among World Energy Solutions, Inc., EnerNOC, Inc., and Wolf Merger Sub 
Corporation, dated November 4,2014. 

3.1 Amended and Restated By-Laws effective November 3,2014. 

10.1 Form of Director Indemnification Agreement. 

99.1 Press Release dated November 4, 2014. 

Important Additional Information 

The tender offer described in this document has not yet commenced. This announcement is neither an offer to purchase nor a solicitation of 
art offer to sell shares ofthe Company. At the time the offer is commenced, EnerNOC, Inc. and its wholly owned Subsidiary will file a Tender 
Offer Statement on Schedule TO with the Securities and Exchange Commission (the "SEC"), and the Company will file a 
Solicitation/Recommendation Statement on Schedule 14D-9 with respect to the offer. The Company's stockholders and other investors are urged 
to read the tender offer materials (including an Offer to Purchase, a related Letter of Transmittal and certain other offer documents) and the 
Solicitation/ Recommendation Statement because they will contain important information which should be read carefully before any decision is 
made with respect to the tender offer. 

The Offer to Purchase, the related Letter of Transmittal and certain other offer documents, as well as the Solicitation/Recommendation 
Statement, will be made available to all stockholders ofthe Company at no expense to them. The Tender Offer Statement and the 
Solicitation/Recommendation Statement will be made available for free at the SEC's web site at www.sec.gov. Free copies of these materials 
and certain other offering documents will be made available by the information agent for the offer. 

In addition to the Solicitation/Recommendation Statement, the Company files annual, quarterly and special reports, proxy statements and 
other information with the SEC. You may read and copy any reports, statements or other information filed by the Company at the SEC public 
reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for ftuther infonnation on the public 
reference room. The Company's filings with the SEC are also available to the public from commercial document-retrieval services and at the 
website maintained by the SEC at www.sec.gov. 

Forward-Looking Statements 

This Form 8-K contains forward-looking statements that are not historical facts and are subject to risks and uncertainties that could cause 
actual results to differ materially from those described. All statements other than statements of historical fact are statements that could be 
deemed forward-looking statements. Forward-looking statements often use words such as "anticipate," "target," "assume," "expect," "estimate," 
"intend," "plan," "goal," "believe," "hope," "aim," "continue," "will," "may," "would," "could," "likely," or "should" or other words of similar 
meaning or the negative thereof Forward-looking statements in this Form 8-K (including its exhibits) include statements regarding the Offer and 
the Merger, statements regarding the anticipated benefits ofthe transaction; statements regarding the anticipated timing of filings and approvals 
relating to the transaction; statements regarding the expected timing ofthe completion ofthe transaction; and any statements of assumptions 
underlying any ofthe foregoing. All forward-looking statements are based largely on current expectations and beliefs concerning future events, 
approvals and transactions that are subject to substantial risks and uncertainties. Factors that may cause or contribute to the actual results or 
outcomes being different from those contemplated by forward-looking statements include; risks and uncertainties associated with the tender 
offer, including uncertainties as to the timing ofthe tender offer and merger, uncertainties as to how many ofthe Company's stockholders will 
tender their shares in the offer, the risk that competing offers will be made, and the possibility that various closing conditions for the transaction 
may not be satisfied or waived. Other factors that may cause the Company's actual results to differ materially from those expressed or implied in 
the forward-looking statements are discussed in the Company's filings with the SEC, including in its periodic reports filed on Form 10-K and 
Form 10-Q with the SEC. Copies ofthe Company's filings with the SEC may be obtained at the "Investors-In The News" section of the 
Company's website at www.worldenergy.com. The forward-looking statements made in this communication are made only as ofthe date of this 
Form 8-K, and the Company undertakes no obligation to update them to reflect subsequent events or circumstances. 

http://www.sec.gov
http://www.sec.gov
http://www.worldenergy.com


SIGNATURE 

Pursuant to the requirements ofthe Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its 
behalf by the undersigned hereunto duly authorized. 

WORLD ENERGY SOLUTIONS, INC. 

Date: November 5, 2014 By: Isl Philip V. Adams 
Philip V. Adams 
President and ChiefExecutive Officer 
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2.1 Agreement and Plan of Merger by and among World Energy Solutions, Inc., EnerNOC, Inc., and Wolf Merger Sub Coiporation, dated 
November 4, 2014. 

3.1 Amended and Restated By-Laws effective November 3,2014. 

10.1 Form of Director Indemnification Agreement. 

99.1 Press Release dated November 4,2014. 
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AGREEMENT AND PLAN OF MERGER 

This Agreement and Plan of Merger, is entered into as of November 4, 2014, by and among World Energy Solutions, Inc., a Delaware 
corporation (the " Target"), EnerNOC, Inc., a Delaware corporation (" Parent"), and Wolf Merger Sub Corporation, a Delaware corporation 
md a wholly-owned Subsidiary of Parent (" Merger Sub "). 

Recitals 

WHEREAS, Parent desires to acquire the Target on the terms and subject to the conditions set forth in this Agreement; 

WHEREAS, in furtherance thereof and pursuant to this Agreement, Merger Sub has agreed to commence a tender offer (as it may be 
iimended from time to time as permitted under this Agreement, the " Offer ") to purchase any and all ofthe outstanding shares ofthe common 
stock, par value $0.0001 per share, ofthe Target (the " Target Common Stock ") (other than the Cancelled Shares), at a price per share of 
Target Common Stock of $5.50 (the " Offer Price ") net to the Selling Stockholder in cash, without interest, on the terms and subject to the 
conditions set forth in this Agreement; 

WHEREAS, as soon as practicable following the Consummation ofthe Offer, Merger Sub will be merged with and into the Target 
(the " Merger ") with the Target surviving the Merger as a wholly owned Subsidiary of Parent, in accordance with the General Corporation Law 
of the State of Delaware (the " DGCL ") (with the Merger being governed by Section 251 (h) of the DGCL), pursuant to which each issued and 
outstanding share of Target Common Stock (other than the Cancelled Shares, the Accepted Shares, and the Dissenting Shares) will be converted 
into the right to receive an amount equal to the Merger Consideration; 

WHEREAS, the board of directors ofthe Target (the " Target Board "), acting upon the recommendation of a special committee of 
independent directors previously appointed by the Target Board (the " Special Committee ") and in reliance on the Faimess Opinion, has, on the 
terms and subject to the conditions set forth herein, (a) determmed that the Offer, the Merger, and the other transactions contemplated hereby are 
fair to and in the best interests ofthe Target and its stockholders, (b) approved and declared advisable this Agreement, the Offer, the Merger and 
the other transactions contemplated hereby, and (c) resolved to recommend that the stockholders ofthe Target accept the Offer and tender their 
shares of Target Common Stock pursuant to the Offer; 

WHEREAS, the respective boards of directors of Parent and Merger Sub have, on the terms and subject to the conditions set forth 
herein, unanimously approved and declared advisable this Agreement and the fransactions contemplated hereby, including the Offer and the 
Merger; and 

WHEREAS, as a condition and inducement to the willingness of Parent and Merger Sub to enter mto this Agreement, concurrently 
with the execution and delivery of this Agreement, certain ofthe Target's officers and directors are entering into a tender and support agreement 
with Parent and Merger Sub substantially in the form attached hereto as Exhibit D (each, a " Support Agreement") pursuant to which, among 
other things, each such officer or director has agreed to tender shares of Target Common Stock to Merger Sub in the Offer. 
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NOW, THEREFORE, in consideration ofthe foregoing and ofthe representations, warranties, covenants and agreements contained 
in this Agreement, the parties, intending to be legally bound, agree as follows: 

ARTICLE I 
DEFINITIONS 

Section I.Ol Definitions . For purposes of this Agreement, the following terms will have the following meanings when used herein with 
initial capital letters: 

" Acceptable Confidentiality Agreement" means a confidentiality and standstill agreement that contains confidentiality and standstill 
provisions that are no less favorable to the Target than those contained in the Confidentiality Agreement; provided that such confidentiality and 
standstill agreement shall expressly not prohibit, or adversely affect the rights ofthe Target thereunder upon, compliance by the Target with any 
provision of this Agreement. 

" Accepted Shares " has the meaning set forth in Section 2.01(b). 

" Affiliate " means, with respect to any Person, any other Person that directly or indirectly confrols, is confrolled by or is under common 
control with, such fu-st Person at any time during the period for which the determination of affiliation is being made. For the purposes of this 
definition, "control" (including the terms "conttolling," "confrolled by" and "under common confrol with"), as applied to any Person, means the 
possession, directly or indirectly, ofthe power to direct or cause the direction ofthe management and policies of that Person, whether through 
the ownership of voting securities, by Contract or otherwise. 

" Agreement" means this Agreement and Plan of Merger, as it may be amended or supplemented from time to time in accordance with 
the terms hereof 

" Assumed Target Stock Option " has the meaning set forth in Section 4.07(a). 

" Bonus Payment Date " has the meaning set forth in the definition of Eligible Target Employee. 

" Book-Entry Shares " has the meaning set forth in Section 4.02(a). 

" Business Day " means any day, other than Saturday, Sunday or any day on which banking institutions located in Boston, Massachusetts 
are authorized or required by Law or other govemmentai action to close. 

" Cancelled Shares " has the meaning set forth in Section 4.01(a). 

" Cashed Out Target Stock Option " has the meaning set forth in Section 4.07(a). 

" Certificate " has the meaning set forth in Section 4.01(b) . 



" Certificate of Merger " has the meaning set forth in Section 3.03 . 

" Channel Partner " means any Person with whom the Target or any of its Subsidiaries has entered into a binding Contract through which 
such Person has been given the right to sell Target's online and offline procurement services for energy and energy-related commodities such as 
electricity, natural gas, demand response services, renewable energy certificates, emissions credits and associated energy management services. 

" Charter Documents " has the meaning set forth in Section 5.01(b). 

" Closing " has the meaning set forth in Section 3.02 . 

" Closing Date " has the meaning set forth in Section 3.02 . 

" COBRA " means the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended, and as codified in Section 4980B ofthe 
Code and Section 601 et. seq. of ERISA, and any similar state group health plan continuation law. 

" Code " has the meaning set forth in Section 4.05 . 

" Commerce Bank " has the meaning set forth in the definition of Commerce Bank Loan. 

" Commerce Bank Loan " shall mean (i) the Loan and Security Agreement, dated as of December 30, 2013, among the Target and 
Commerce Bank & Tmst (" Commerce Bank "), (ii) the Subordination Agreement, dated December 30, 2013, among the Target, Commerce 
Bank and MCR. 

" Conduct of Business End Date " has the meaning set forth in Section 7.01. 

" Confidentiality Agreement" has the meaning set forth in Section 7.03(b). 

" Consent" has the meaning set forth in Section 5.03(c). 

" Consummated " (and with its correlative meanings "Consummation," "Consummates" and "Consummating") has the meaning ascribed 
to it in Section 251(h) ofthe DGCL. 

" Contract" means any agreement, contract (written or oral), subcontract, lease or sublease of personal or real property, purchase order, 
artangement, commitment, license or sublicense (but excluding any Target Employee Plans). 

" Covered Securityholder " has the meaning set forth in Section 5.19 . 

" Damages " means the amount of all losses, liabilities, damages (including punitive, special, exemplary or similar damages), costs and 
expenses, including reasonable attorneys' fees and reasonable expenses relating thereto, incurred by Parent, Merger Sub or Target. For the 
avoidance of doubt, with respect to any Party, Damages will be reduced, without duplication, by any applicable Termination Fee or Reverse 
Termination Fee paid by such Party pursuant to the terms of this Agreement. 



" DGCL " has the meaning set forth in the Recitals . 

" Disclosure Schedules " has the meaning set forth in the infroductory language in Article V. 

" Dissenting Shares " has the meaning set forth in Section 4,03 . 

" DOL " shall mean the United States Department of Labor. 

" Effective Time " has the meaning set forth in Section 3.03 . 

" Eligible Target Employee " means a Target Employee who remains employed by the Target on December 31,2014 and, on the 
applicable date when such payments shall be payable pursuant to the Target Bonus Plan and Target Commission Plan (the " Bonus Payment 
Date "), either (i) is employed in good standing or (ii) has, prior to the Bonus Payment Date, been tenninated by the Company or Survivmg 
Corporation, as applicable, without cause. For the avoidance of doubt, any Target Employee that is terminated with cause or voluntarily resigns 
prior to the Bonus Payment Date shall cease to be an Eligible Target Employee. 

" Employment Compensation Arrangement" has the meaning set forth in Section 5.19 . 

" Encumbrance " means, with respect to any property or asset, all pledges, Hens, mortgages, charges, encumbrances, hypothecations, 
options, rights of first refusal, rights of first offer and security interests ofany kind or nature whatsoever. 

" Environmental Law " means any Law relating to either (a) the protection of human health or the environment (including air, water 
vapor, surface water, groundwater, drinking water supply, surface or subsurface land or natural resources), or (b) the presence, use, production, 
generation, handling, fransportation, treatment, storage, disposal, distribution, labeling, testing, processing, discharge, release, threatened release, 
control or cleanup of, any Hazardous Substances. 

" Equity Award Certificate " has the meaning set forth in Section 4.07(e). 

" Equity Award Exchange Ratio " means the quotient obtained by dividing (i) the Merger Consideration, by (ii) the volume weighted 
average frading price of one share of Parent Common Stock, as reported by The NASDAQ Stock Market, LLC during the 20-day period ending 
on the second to last NASDAQ trading date immediately prior to the Effective Time. 

" ERISA " means the Employee Retirement Income Security Act of 1974, as amended, and applicable regulations issued pursuant thereto. 

" Exchange Act" means the Securities Exchange Act of 1934, as amended, and the mles and regulations promulgated thereunder, 

" Exchange Agent" has the meaning set forth in Section 4.02(a). 

" Excluded Party " has the meaning set forth m Section 7.04(k). 
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" Expenses " means, with respect to any Person, all out-of-pocket fees and expenses (including all fees and expenses of counsel, 
accountants, financial advisors and investment bankers of such Person and its Affiliates), incurred by such Person or on its behalf in connection 
with or related to the authorization, preparation, negotiation, execution and performance of this Agreement and any fransactions related thereto, 
any litigation with respect thereto, regulatory filings and approvals, and all other matters related to the Merger or other fransactions contemplated 
hereby. 

" Expiration Time " has the meaning set forth in Section 2.01(e). 

" Fairness Opinion " has the meaning set forth in Section 5.18 . 

" FCPA " has the meaning set forth in Section 5.08(b) . 

" FOCI" has the meaning set forth in Section 5.16(1). 

" GAAP " means United States generally accepted accounting principles. 

" Go-Shop End Date " has the meaning set forth in Section 7.04(a). 

" Go-Shop Period " has the meaning set forth in Section 7.04(a). 

" Government Contract" means any Confract entered into between the Target and an agency ofthe United States or an agency ofany of 
its respective States, or any municipality or local govemment agency, or an agency of a foreign sovereign or agency of a provincial, regional or 
niefropolitan govemment thereof The term "Govemment Contract" also includes any subconfract ofthe Target with another entity under the 
Target's prime confract with a govemmentai agency or under such other entity's prime contract with a govemmentai agency. 

" Government Contract Bid " means any bid, offer, proposal, written response to a request for a proposal, and/or quote for goods or 
services to be delivered (at least in part) by the Target that, if awarded, would lead to a Govemment Confract. 

" Governmental Entity " means any govemment, govemmentai agency, court or regulatory or adminisfrative body. 

" Hazardous Substance " means any hazardous, toxic, chemical or dangerous substance, pollutant, contaminant, waste or material, that is 
regulated by any Govemmentai Entity, including the following: (a) any material, substance or waste that is defined as "hazardous waste," 
"hazardous material," "hazardous substance," "extremely hazardous waste," "restricted hazardous waste," "contaminant," "toxic waste," 
"regulated waste" or "toxic substance" under any Environmental Law, (b) pefroleum, pefroleum products, waste oil, and thefr constituents and 
fractions, (c) asbestos and asbestos-containing materials and (d) radon and radioactive materials. 

" Indemnified Party " has the meaning set forth in Section 7.07(a). 

" Initial Expiration Time " has the meaning set forth in Section 2.01(e). 



" Intellectual Property " shall mean and include all algorithms, application programming interfaces, apparatus, assay components, 
biological materials, cell lines, clinical data, chemical compositions or structures, circuit designs and assemblies, databases and data collections, 
diagrams, formulae, gate arrays, IP cores, inventions (whether or not patentable), know-how, logos, marks (including brand names, product 
names, logos, and slogans), methods, network configurations and architectures, net lists, photomasks, processes, proprietary information, 
protocols, schematics, specifications, software, software code (in any form including source code and executable or object code), subroutines, 
test results, test vectors, user interfaces, techniques, URLs, web sites, works of authorship, and other forms of technology (whether or not 
embodied in any tangible form and including all tangible embodiments of the foregoing such as instruction manuals, laboratory notebooks, 
prototypes, samples, studies, and summaries). 

" InteUectuai Property Rights " shall mean and include all rights ofthe following types, which may exist or be created under the laws of 
any jurisdiction in the world: (a) rights associated with works of authorship, including exclusive exploitation rights, copyrights, moral rights, and 
mask works; (b) trademark, trade dress, frade name rights and similar rights; (c) trade secret rights; (d) Patents and industrial property rights; 
(e) other proprietary rights in Intellectual Property of every kind and nature; and (f) all regisfrations, renewals, extensions, continuations, 
divisions, or reissues of, and applications for, any ofthe rights referred to in clauses (a) through (e) above. 

" Intervening Event" has the meaning in Section 7.04(g) . 

" IRS " shall mean the Intemal Revenue Service. 

" Key Employees " has the meaning set forth in Section 5.13(c). 

" Knowledge " means, (i) when used with respect to the Target, (A) the actual knowledge of Phil Adams, James Parslow, Martha Danly, 
Kristen Mclsaac, Tony Bamhart and John Harvey or (B) such knowledge as any ofthe individuals identified in subclause (i)(A) would have had 
if they had conducted reasonable inquiry, including mquiry of such individual's direct reports where such direct report(s) would reasonably be 
expected to have knowledge about the matter, or (ii) when used with respect to Parent, (A) the actual knowledge of Tim Healy, David Brewster, 
Neil Moses, Gregg Dixon and Matthew Gushing or (B) such knowledge as any ofthe individuals identified in subclause (ii)(A) would have had 
if they had conducted reasonable inquiry, including inquiry of such individual's direct reports where such direct report(s) would reasonably be 
expected to have knowledge about the matter. 

" Law " means any applicable law (including common law), ordinance, mle, regulation, code. Order, injunction, judgment or decree or 
judicial or adminisfrative doctrine promulgated or issued by any Govemmentai Entity. 

" Lease " means all leases, subleases and other Confracts under which the Target or any of its Subsidiaries leases, uses or occupies, or has 
the right to use or occupy, any real property. 

" Leased Real Estate " means all real property that the Target or any of its Subsidiaries leases, subleases or otherwise uses or occupies, or 
has the right to use or occupy, pursuant to a Lease. 



" Legal Action " means any action, suit, litigation, arbifration, proceeding (including any civil, criminal, administrative, investigative or 
appellate proceeding), prosecution, contest, hearing, inquiry, inquest, audit, exammation or investigation involving any Govemmentai Entity or 
any arbifrator or arbitration panel. 

" Liability " means any liability, indebtedness or obligation ofany kind (whether accrued, absolute, contingent, matured, unmatured or 
otherwise, and whether or not required to be recorded or reflected on a balance sheet under GAAP). 

" Maximum Premium " has the meaning set forth in Section 7.07(c). 

" Merger " has the meaning set forth in the Recitals. 

" Merger Consideration " has the micaning set forth in Section 4.01(b) . 

" Merger Sub " has the meaning set forth in the Preamble . 

" Minimum Condition " has the meaning set forth in Annex I . 

" MCR " has the meaning set forth in MCR Loan. 

" MCR Loan " means the Note Purchase Agreement, dated October 3, 2012 and amended on March 27, 2014, between the Target and 
Massachusetts Capital Resource Co. (" MCR ") and the subordinated note issued pursuant thereto. 

" NISPOM " has the meaning set forth in Section 5.16(1). 

" Non-Tendered Target Restricted Stock Award " has the meaning set forth in Section 4.07(c). 

" Notice of Superior Proposal" has the meaning set forth in Section 7.04(h). 

" Notice Period " has the meaning set forth in Section 7.04(h). 

" Offer " has the meaning set forth in the Recitals . 

" Offer Closing " has the meaning set forth in Section 2.01(b) . 

" Offer Conditions " has the meaning set forth in Section 2.01(b). 

" Offer Documents " has the meaning set forth in Section 2.01(d). 

" Offer Price " has the meaning set forth in the Recitals . 

" Open Source Code " shall mean any software code that is distributed as "free software" or "open source software" or is otherwise 
distributed publicly in source code form under terms that permit modification and redistribution of such software. Open Source Code includes 
software code that is licensed under the GNU General Public License, GNU Lesser General Public License, Mozilla License, Common Public 
License, Apache License, BSD License, Artistic License, or Sun Community Source License. 



" Option Consideration " has the meaning set forth in Section 4.07(a). 

" Order " means any writ, assessment, decision, injunction, decree, ruling or judgment of a Govemmentai Entity. 

" Outside Date " has the meaning set forth in Section 2.01(e). 

" Parent" has the meanmg set forth in the Preamble . 

" Parent Common Stock " means the common stock, $0,001 par value per share, of Parent. 

" Parent Material Adverse Effect" shall mean any change, event, effect, development, occurrence, state of facts or development that, 
individually or in the aggregate, prevents, materially delays or impairs, or would reasonably be expected to prevent or materially delay or impair, 
the ability of Parent to consummate the Offer, the Merger and the other transactions contemplated hereby on the terms set forth herein. 

" Patents " means all patents, and applications therefor, for any and all jurisdictions in the world, including the United States, and 
including all reissues, divisions, renewals, revisions, revivals, reexaminations, extensions, provisional patents, continuations, continuing 
prosecution applications and continuations-in-part. 

" Payment Fund " has the meaning set forth in Section 4.02(a). 

" Permits " means permits, licenses, clearances, authorizations and approvals from Govemmentai Entities. 

" Permitted Encumbrance " means (a) any Encumbrance that arises out of Taxes not in default and payable without penalty or interest or 
the validity of which is being contested in good faith by appropriate proceedings, (b) any Encumbrance representing the rights of customers, 
suppliers and subconfractors in the ordinary course of business consistent with past practice under the terms ofany Confracts to which the 
relevant Party is a party or under general principles of commercial or govemment contract law (including mechanics', materialmen's, carriers', 
workmen's, warehouseman's, repairmen's, landlords' and similar liens granted or which arise in the ordinary course of business consistent with 
past practice), (c) conditional sales or title retention agreements (if any) to which any ofthe capital assets comprising the assets ofthe Target are 
subject, (d) in the ease ofany Contract, Encumbrances that are restrictions against the transfer or assignment thereof that are included in the 
terms of such Contract, (e) in the case of real property, Encumbrances that are easements, rights-of-way, encroachments, restrictions, conditions 
and other similar Encumbrances incurted or suffered in the ordinary course of business consistent with past practice and which, individually or 
in the aggregate, do not and would not materially impafr the use (or contemplated use), utility or value ofthe applicable real property or 
otherwise materially impair the present or contemplated business operations at such location, or zoning, entitlement, building and ofrier land use 
regulations imposed by Govemmentai Entities having jurisdiction over such real property or that are otherwise set forth on a title report, (f) 



Encumbrances arising under workers' compensation, unemployment insurance, social security, retirement and similar legislation, (g) any 
exceptions caused by Parent or any of its Subsidiaries, including Merger Sub, or their respective Representatives, and (h) any other 
Encumbrances that, in the aggregate, do not materially and adversely affect the value or the continued use ofthe assets or properties to which 
they relate. 

" Person " means any individual, corporation, limited or general partnership, limited liability company, limited liability partnership, tmst, 
association, joint venture, Govemmentai Entity and other entity and group (which term will include a "group" as such term is defined in 
Section 13(d)(3) ofthe Exchange Act). 

" Personal Data " means a natural Person's name, sfreet address, telephone number, e-mail address, photograph, social security number, 
driver's license number, passport number, or customer or account number, or any other piece of mformation that allows the identification of a 
natural Person, and all data associated with such information. 

" Prohibited Party Lists " has the meaning set forth in Section 5.09(e). 

" Public Official or Entity " means (J) any director, officer, employee, agent, representative, department, agency, official, de facto 
official, corporate entity, instmmentality or subdivision ofany govemment, military, or public intemational organization, including any state-
owned or affiliated company or organization, or (ii) any candidate for political office, any political party or any official of a political party. 

" Registered IP " shall mean all Intellectual Property Rights that are registered, filed, or issued under the authority ofany Govemmentai 
Entity, including all Patents, registered copyrights, registered mask works, and registered Trademarks and all apphcations for any of the 
foregoing. 

" Representatives " means the directors, officers, employees, agents (including financial and legal advisors) and other advisors and 
representatives of a Person. 

" Reverse Termination Fee " means an amount equal to $3,598,232. 

" Sarbanes-Oxley Act" has the meaning set forth in Section 5.04(e). 

" Schedule 14D-9 " has the meaning set forth in Section 2.02(a). 

" SEC " has the meaning set forth in Section 2.01(d). 

" Securities Act" means the Securities Act of 1933, as amended, and the rales and regulations promulgated thereunder. 

" Selling Stockholder " means a Person that validly tenders Target Common Stock in connection with the Offer and does not validly 
withdraw such tender. 

" Sensitive Target Data " has the meaning set forth in Section 5.07(q). 
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" Special Committee " has the meaning set forth in the Recitals. 

" Stockholder List Date " has the meaning set forth in Section 2.02(b). 

" Subsidiary " means, when used with respect to any Person, any corporation or other organization, whether incorporated or 
nnmcorporated, (i) a majority ofthe outstanding votmg securities or other comparable interests of which havmg by their terms ordinary voting 
power to elect a majority ofthe board of directors or others performing similar functions with respect to such corporation or other organization is 
directly or indirectly owned or confrolled by such Person or by any one or more of its Subsidiaries or (ii) of which such Person or any Subsidiary 
of such Person is a general partner (excluding partnerships in which such Person or any Subsidiary of such Person does not have a majority of 
the voting interest). 

" Superior Proposal" has the meaning set forth in Section 7.04(k). 

" SuppUer " means a buyer or seller of energy, energy-related services and/or energy management services with whom the Target or any 
of its Subsidiaries has entered into a binding Confract through which such energy supplier may engage in auctions or off-line fransactions to 
Hieet prospective customers' needs for natural gas, elecfricity and/or energy related services. 

" Support Agreement" has the meaning set forth in the Recitals. 

" Surviving Corporation " has the meaning set forth in Section 3.01 . 

" Takeover Proposal " has the meaning set forth in Section 7.04(k) . 

" Target" has the meaning set forth in the Preamble . 

" Target 2006 Incentive Plan " has the meaning set forth in Section 5.02(b)(i). 

" Target Acquisition Agreement" has the meaning set forth in Section 7.04(e). 

" Target Adverse Recommendation Change " has the meaning set forth in Section 7.04(g). 

" Target Balance Sheet" has the meaning set forth in Section 5.04(d). 

" Target Board " has the meaning set forth in the Recitals . 

" Target Board Meeting " has the meaning set forth in Section 5.03(d) . 

" Target Board Recommendation " has the meaning set forth in Section 5.03(d) . 

" Target Bonus Plan " has the meanmg set forth in Section 7.06(a). 

" Target Commission Plan " has the meaning set forth in Section 7.06(a). 

" Target Common Stock " has the meaning set forth in the Recitals . 
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" Target Consultant " means a current consultant, independent contractor or advisor ofthe Target or a Subsidiary who is an individual, 
other than Channel Partners. 

" Target Employee " means a current employee ofthe Target or any Subsidiary. 

" Target Employee Plans " means the employee benefit and executive compensation plans, programs and policies (includuig "employee 
benefit plans" as defined in Section 3(3) of ERISA) maintained by the Target or any Target ERISA Affiliate. 

" Target Equity Award " means a Target Stock Option or a Target Restricted Stock Award, as the case may be. 

" Target ERISA Affiliate " means any Person that, together with the Target or any of its Subsidiaries or any of their respective Affiliates, 
would be freated as a single employer within the meaning of Section 4i4(b), (c), (m) or (o) ofthe Code. 

" Target Financial Advisors " has the meaning set forth in Section 5.11 . 

" Target IP " shall mean (a) all Intellectual Property Rights in or pertaining to the Target Products or methods or processes used to 
manufacture the Target Products, and (b) all other Intellectual Property Rights ovraed by, purported to be ovraed by or exclusively licensed to the 
Target or its Subsidiaries for use in or necessary for the conduct ofthe business of Target as currently conducted. 

" Target IP Contract" shall mean any Confract (a) to which the Target or any of its Subsidiaries is a party; (b) by which the Target or any 
of its Subsidiaries oranyoftheirassetsisboundorunder which the Target or any of its Subsidiaries has, or may become subject to, any 
obligation; and (c) under which the Target or any of its Subsidiaries has or may acquire any right or interest that, in each case, contains any 
assignment or license of, or covenant not to assert or enforce, any Intellectual Property Right or that otherwise relates to any Target IP or any 
Intellectual Property developed by, with, or for the Target or any of its Subsidiaries. 

" Target Material Adverse Effect" means any fact, event, change or effect that (a) would reasonably be expected to materially unpair the 
ability ofthe Target to perform its obligations under this Agreement or to consummate the fransactions contemplated hereby or (b) has had or 
would reasonably be expected to have a material adverse effect on the Target's or its Subsidiaries, taken as a whole, businesses, results of 
operations, financial condition, or assets, except for and excluding (i) any fact, event, change or effect (A) relating to any national, intemational 
or any foreign or domestic regional economic, financial, social or political conditions (including changes therein) in general or (B) affecting the 
industry or industries in which Target or its Subsidiaries operates; (ii) any fact, event, change, proposed change or effect relating to conditions 
caused by acts of God (including any earthquakes, floods, hurricanes, fropical storms, fires or other natural disasters or any national, 
intemational or regional calamity), terrorism, national or intemational hostilities, sabotage, or war (whether or not declared); (iii) any fact, event, 
change, proposed change or effect that arises or relates to any change of Law or any change in GAAP; (iv) any fact, event, change or effect 
relating to any action taken, or not taken, at the written request of Parent or Merger Sub or failure to take any action, which the Target cannot 
take under this Agreement without Parent's consent and for which action Parent does not provide consent; (v) any failure by 
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the Target to meet any intemal or published projections, predictions, forecasts, estimates or projections (whether made by the Target or third 
parties) or analysts' expectations in respect of revenues, cash flow, cash position, eamings or other financial or operating metrics for any period; 
(vi) any fact, event, change or effect (including any loss of employees or any loss of, or any dismption in, supplier, customer, licensor, licensee, 
partner or similar relationships) attributable or relating to the announcement or pendency ofthe fransactions contemplated by this Agreement; 
(vii) any changes in the market price or frading volume of Target Common Stock or in the Target's credit rating; (viii) changes in any financial, 
debt, credit, capital or banking markets or conditions (including any dismption thereof); (ix) changes in interest, currency or exchange rates or 
the price ofany commodity, security or market mdex; and (x) any Legal Action arising from or relating to this Agreement or the fransactions 
contemplated by this Agreement (except as it relates to any breach or violation of this Agreement by the Target); (xi) any fact, event, change or 
effect relating to or arismg from acts or omissions by the Target and its Subsidiaries required by the terms of this Agreement; (xii) any fact, 
event, change or effect relating to or arising fi'om any announcements made by Parent or its Affiliates after the date hereof with respect to fiiture 
plans for the Target's business; and (xiii) any fact, event, change or effect relating to or arising from any actions taken by Parent or its Affiliates 
after the date hereof that have adfrect adverse impact on the Target's customers;/^rov/f/ef/, however, that (A) the underlying cause(s) of such 
change or failure shall not be excluded in the case of clauses (v), (vi) and (vii) and (B) any changes, events, circumstances or developments 
referred to in clauses (i), (ii), (iii), (viii), and (ix) shall not be excluded to the extent the same disproportionately affect (individually or together 
with other changes, events, circumstances or developments) the Target and its Subsidiaries, taken as a whole, as compared to other similarly 
situated Persons operating in the same principal industries and geographic markets in which the Target and hs Subsidiaries operate. 

" Target Material Contract" has the meaning set forth in Section 5.16(a). 

" Target Privacy Policy " means each extemal or intemal, past or present privacy policy of the Target or any of its Subsidiaries, including 
any policy relating to (i) the privacy of users ofthe Target Products or ofany website, owned, confrolled or licensed by of Target or its 
Subsidiaries, (ii) the collection, storage, disclosure, and fransfer ofany User Data or Personal Data, and (iii) any employee information. 

" Target Product" means any product or service currently being designed, developed, manufactured, marketed, disfributed, provided, 
licensed or sold by the Target or its Subsidiaries. 

" Target Restricted Stock Award " has the meaning set forth in Section 4.07(c). 

" Target SEC Documents " has the meaning set forth in Section 5.04(a) . 

" Target Securities " has the meaning set forth in Section 5.02(b)(ii). 

" Target Software " has the meaning set forth in Section 5.07(1). 

" Target Stock Option " has the meaning set forth in Section 4.07(a) . 

" Target Stock Plans " means those plans pursuant to which the Target has awarded or may award to Target Employees, consultants, 
confractors, advisors or other service providers ofthe Target or its Subsidiaries options, stock appreciation rights, stock or other rights to acquire 
shares of Target Common Stock, and which are listed in Section 5.13(e) ofthe Disclosure Schedules. 
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" Target Subsidiary Securities " has the meaning set forth in Section 5.02(d). 

" Tax Returns " means all reports, retums, declarations, statements, elections, claims for refiand and other forms or documents required to 
be filed with respect to Taxes, including all attachments thereto and any amendments thereto. 

" Taxes " means all taxes levied or imposed by any Govemmentai Entity, including income, gross receipts, wmdfall profits, value added, 
severance, production, sales, use, license, excise, franchise, employment, environmental, real property, personal property, fransfer, ad valorem, 
payroll, social security, occupation, capital stock, profits, customs duties, escheat, stamp, imclaimed property, disability, regisfration, intangible, 
altemative minimum, estimated, withholding or other taxes ofany nature whatsoever, together with any interest, additions or penalties with 
respect thereto and any interest in respect of such additions or penalties, whether or not disputed or contested. 

" Tendered Target Restricted Stock Award " has the meaning set forth in Section 4.07(c). 

" Termination Fee " means an amount equal to $2,398,821, except that the "Termination Fee" shall mean an amount equal to $1,028,066 
ifthis Agreement is tenninated by Target pursuant to Section 9.04(a) either (i) during the Go-Shop Period or (ii) after the Go-Shop End Date in 
connection with a Superior Proposal from an Excluded Party. 

" Third Party " shall mean any Person or group other than Parent, Merger Sub and their respective Affiliates. 

" Trademarks " means frademarks, service marks, trade names, logos, common law frademarks and service marks, frademark and service 
mark regisfrations and applications therefor and all goodwill associated therewith. 

" Transaction Litigation " has the meaning set forth in Section 7.08(b). 

" Treasury Regulations " means the Treasury regulations promulgated under the Code. 

" U.S. Export Control Laws " means United States laws goveming exports of confrolled commodities, software or technology, 
embargoes, sanctions and boycotts, including the Arms Export Confrols Act (22 U.S.C. Ch. 39), the Intemational Emergency Economic Powers 
Act (50 U.S.C. §§ 1701 et seq.), the Trading with the Enemy Act (50 U.S.C. app. §§ 1 et. seq.), the Export Adminisfration Act of 1979 (50 
U.S.C. app. §§ 2401 et seq.), the Intemational Boycott Provisions of Section 999 ofthe U.S. Intemal Revenue Code of 1986, and all mles, 
regulations and executive orders relating to any of the foregoing, including but not limited to the Intemational Traffic in Arms Regulations (22 
C.F.R. §§ 120 et seq.), the Export Administration Regulations (15 C.F.R. §§ 730 et. seq.), and regulations administered by the Office of Foreign 
Assets Confrols ofthe United States Department ofthe Treasury. 
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" User Data " means any Personal Data or other data or information collected by or on behalf of the Target or its Subsidiaries from users 
ofthe Target Products or ofany website or mobile application owned, confrolled or licensed by the Target or its Subsidiaries. 

" Voting Debt" has the meaning set forth in Section S.02(c) . 

" Warrants " has the meaning set forth in Section 4.08 . 

" Willful Breach " has the meaning set forth in Section 9.05 . 

Section 1.02 Interpretation; Construction . 

(a) The table of contents and headings herein are for convenience of reference only, do not constitute part of this Agreement and will not 
be deemed to limit or otherwise affect any ofthe provisions hereof Where a reference in this Agreement is made to a Section, Exhibit or 
Schedule, such reference is to a Section of. Exhibit to or Schedule of this Agreement unless otherwise indicated. Whenever the words "include," 
"includes" or "including" are used in this Agreement, they will be deemed to be followed by the words "without limitation." A reference in this 
Agreement to $ or dollars is to U.S, dollars. The words "hereof," "herein" and "hereunder" and words of similar import when used in this 
Agreement will refer to this Agreement as a whole and not to any particular provision of this Agreement. References to "this Agreement" 
includes the Disclosure Schedules, as it may be amended from time to time in accordance with the terms hereof. 

(b) The parties have participated jointly in negotiating and drafting this Agreement. In the event that an ambiguity or a question of mtent or 
interpretation arises, this Agreement will be constmed as if drafted jointly by the parties, and no presumption or burden of proof will arise 
favoring or disfavoring any party by virtue ofthe authorship ofany provision of this Agreement. 

ARTICLE II 
THE OFFER 

Section 2.01 The Offer . 

(a) Unless this Agreement shall have previously been terminated in accordance with Article IX, as promptly as practicable, but in any 
event within ten (10) Business Days after the date ofthe initial public announcement of this Agreement (but in no event earlier than five 
(5) Business Days after the date ofthe initial public announcement of this Agreement), Merger Sub will (and Parent will cause Merger Sub to) 
"commence" (within the meaning of Rule 14d-2 xmder the Exchange Act) the Offer. 

(b) The obligations of Merger Sub to, and of Parent to cause Merger Sub to, accept for payment and pay for any shares of Target Common 
Stock validly tendered and not validly withdrawn pursuant to the Offer are subject to the terms and the satisfaction or waiver (to the extent 
permitted under this Agreement) ofthe conditions set forth in Annex I (as they may be amended from time to time in accordance with this 
Agreement, collectively, the " Offer Conditions ") (without limiting the right of Merger Sub to terminate, extend or modify the Offer in 
accordance with the terms of this Agreement). On the terms and subject to the conditions ofthe 
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Offer and this Agreement, Merger Sub shall, and Parent shall cause Merger Sub to, irrevocably accept and pay for all shares of Target Common 
Stock validly tendered and not validly withdrawn pursuant to the Offer as soon as practicable (the " Accepted Shares ") after the Expiration 
Time and in compliance with applicable Law. The Offer Price payable in respect of each Accepted Share pursuant to the immediately preceding 
sentence shall be paid net to the Selling Stockholder in cash, without interest and subject to any required withholding of Taxes, on the terms and 
subject to the conditions hereof Pursuant to and in accordance with the Target 2006 Incentive Plan, the Offer Price to be paid vnth respect to 
Target Restricted Stock Awards (as defined below) will be paid to the holders of such Target Restricted Stock Awards in accordance with the 
procedures, and subject to the restrictions, set forth in Section 4.07(c). The acceptance for payment of Accepted Shares pursuant to and subject 
to the conditions of the Offer is referred to in this Agreement as the " Offer Closing." 

(c) The Offer Conditions are for the sole benefit of Parent and Merger Sub, and Parent and Merger Sub may waive, in whole or in part, any 
Offer Condition at any time and from time to time, in their sole and absolute discretion, other than the Minimum Condition, which may be 
waived by Parent and Merger Sub only with the prior written consent ofthe Target. Parent and Merger Sub expressly reserve the right to 
increase the Offer Price or to make any other changes in the terms and conditions of the Offer; provided that, unless otherwise provided in this 
Agreement or previously approved by the Target in writing, Parent and Merger Sub shall not: (i) decrease the Offer Price or change the form of 
consideration payable in the Offer, (ii) decrease the number of shares of Target Common Stock sought to be purchased in the Offer, (iii) impose 
conditions on the Offer in addition to the Offer Conditions, (iv) amend any Offer Condition in a manner that is adverse in any material respect to 
the holders of shares of Target Common Stock, (v) waive or amend the Minimum Condition, (vi) extend the Expiration Time except as required 
or permitted by Section 2.01(e) or (vii) amend any other term ofthe Offer in a manner that is adverse in any material respect to the holders of 
shares of Target Common Stock. 

(d) On the date the Offer is commenced, Merger Sub shall, and Parent shall cause Merger Sub to, file with the U.S. Securities and 
Exchange Commission (the " SEC ") a Tender Offer Statement on Schedule TO with respect to the Offer, which Tender Offer Statement shall 
include or incorporate by reference an offer to purchase, form of letter of fransmirtal, summary advertisement and other required ancillary offer 
documents (such Schedule TO and the documents included therein pursuant to which the Offer will be made, together with any supplements or 
amendments thereto, the " Offer Documents ") and cause the Offer Documents to be disseminated to the holders of shares of Target Common 
Stock as and to the extent required by applicable Law. The Target hereby consents to the inclusion of the Target Board Recommendation in the 
Offer Documents. Merger Sub shall, and Parent shall cause Merger Sub to, cause the Offer Documents to comply as to form in all material 
respects with the requirements of appUcable Law. The Target shall promptly (but in no event more than two (2) Business Days) fiimish to Parent 
and Merger Sub all information conceming the Target and the holders of shares of Target Common Stock that may be required by applicable 
Law to be set forth in the Offer Documents or reasonably requested in cormection with any action contemplated by this Section 2.01(d), 
including communication ofthe Offer to the record and beneficial holders of shares of Target Common Stock. Each ofthe parties agrees to 
promptly correct any information provided by it for use in the Offer Documents if and to the extent that it shall have become false or misleading 
in any material respect, and Parent and Merger Sub fiirther agree to take all steps necessary to cause the Offer Documents as so 
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corrected to be filed with the SEC and disseminated to the holders of shares of Target Common Stock, in each case as and to the extent required 
by applicable Law, Parent and Merger Sub shall provide the Target in writing with any written comments (and shall orally describe any oral 
comments) that Parent, Merger Sub or their counsel may receive from time to time from the SEC or its staff with respect to the Offer Documents 
promptly after receipt of such comments. Prior to the filing ofthe Offer Documents (including any amendment or supplement thereto) with the 
SEC or dissemination thereof to the holders of shares of Target Common Stock, or responding to any comments ofthe SEC with respect to the 
Offer Documents, Parent and Merger Sub shall provide the Target, in each instance, with a reasonable opportunity to review and comment on 
such Offer Documents or response, and Parent and Merger Sub shall give reasonable consideration to any comments provided by the Target. 
Parent and Merger Sub shall use commercially reasonable efforts to respond promptly to any such SEC comments. 

(e) The Offer will initially expfre at 11:59 p.m. (Boston, Massachusetts time) on January 2, 2015 (the " Initial Expiration Time ") or, in 
the event the Initial Expiration Time has been extended pursuant to this Agreement, the date and time to which the Offer has been so extended 
(the Initial Expiration Time, or such later date and time to which the Initial Expiration Time has been extended pursuant to this Agreement, is 
referred to as the " Expiration Time "). Notwithstanding the foregoing, (i) if, on the date of the then-effective Expiration Time, any ofthe Offer 
Conditions have not been satisfied or waived. Merger Sub shall, and Parent shall cause Merger Sub to, extend the Offer for successive periods of 
not more than ten (10) Business Days (the length of such period to be determined by Merger Sub), or for such longer period as the parties may 
agree, in order to permit the satisfaction of the Offer Conditions, except that if immediately prior to any scheduled Expfration Time, all Offer 
Conditions (except the Minimum Condition) have been satisfied or waived by the Parent or the Merger Sub, then the Parent's and the Merger 
Sub's obligations to extend the Expiration Time shall be limited to (A) an extension ofthe Expfration Time for one period of not more than ten 
(10) Business Days (the length of such period to be determined by Merger Sub), or for such longer period as the parties may agree, to permit the 
satisfaction ofthe Minimum Condition, and (B) if at the end of such period described in clause (A), the Minimum Condition continues to not be 
satisfied, an extension ofthe Expfration Time for up to two (2) additional periods of not more than ten (10) Business Days (the length of such 
period to be determined by Merger Sub), or for such longer periods as the parties may agree, after which, ifthe Minimum Condition remains 
unsatisfied, neither the Parent nor the Merger Sub shall be requfred to extend the Expiration Time (it being understood, for the avoidance of 
doubt, that (I) the Offer shall not be extended pursuant to this clause (i) if all Offer Conditions have been satisfied or waived and (II) without the 
prior written consent ofthe Target, the "extension periods" described in this clause (i) , collectively, may not be less than such number of 
Business Days that when added to the number of Business Days elapsed from the commencement ofthe Offer would total fifty (50) Business 
Days), and (ii) Merger Sub shall, and Parent shall cause Merger Sub to, extend the Offer for any period required by any rale, regulation, 
interpretation or position ofthe SEC, its staff, or any national securities exchange on which the Target's securities trade applicable to the Offer 
or necessary to resolve any comments of the SEC or its staff applicable to the Offer or the Offer Documents; provided that, in the case of clauses 
(i) and (ii) , Merger Sub shall not in any event be required to, and without the Target's prior written consent shall not, extend the Offer beyond 
the date that is fifty-two (52) Business Days following the commencement ofthe Offer in accordance with Section 2.01(a) above (the " Outside 
Date "). Nothing in this Section 2.01(e) shall be deemed to impair, limit or otherwise resfrict in any manner the right ofthe Target, Parent or 
Merger Sub to 
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terminate this Agreemeiit pursuant to Article IX . In the event that this Agreement is terminated pursuant to the terms hereof, Merger Sub shall, 
and Parent shall cause Merger Sub to, promptly (and in any event within one (I) Business Day of such termination) terminate the Offer. Ifthe 
Offer is terminated or withdrawn by Merger Sub, or this Agreement is terminated in accordance with Article IX , prior to the acceptance for 
payment of shares of Target Common Stock tendered in the Offer, Merger Sub shall, and Parent shall cause Merger Sub to, promptly retum, and 
shall cause any depository acting on behalf of Merger Sub to retum, all tendered shares of Target Common Stock to the registered holders 
thereof 

(f) Parent will provide or cause to be provided to Merger Sub, on a timely basis so as to satisfy Merger Sub's obligations under this 
Agreement and the Offer, the funds necessary to pay for any shares of Target Common Stock that Merger Sub becomes obligated to accept for 
payment, and pay for, pursuant to the Offer. 

Section 2.02 Target Actions . 

(a) On the date the Offer Documents are filed with the SEC, the Target will file with the SEC a Solicitation/Recommendation Statement on 
Schedule 14D-9 with respect to the Offer in accordance with the Exchange Act (together with ail amendments, supplements and exhibits thereto, 
the " Schedule 14D-9 ") that will, subject to the provisions of Section 7.04, contain the recommendation described in Section 5.03(d), the 
Fafrness Opinion ofthe Target's financial advisor referenced in Section 5.18, and the notice and other information requfred by Section 262(d) 
(2) ofthe DGCL. The Target will cause the Schedule 14D-9 to be disseminated to the Target's stockholders to the extent required by applicable 
Law, including by setting the Stockholder List Date as the record date for the purpose of receiving the notice required by Section 262(d)(2) of 
the DGCL. The Target shall cause the Schedule I4D-9 to comply as to form in all material respects with the requirements of applicable Law. 
Promptiy, but in no event more than two (2) Business Days, after the date of this Agreement, Parent and Merger Sub will furnish to the Target 
all information conceming Parent and Merger Sub required by the Exchange Act to be set forth in the Schedule 14D-9. The Target, Parent and 
Merger Sub will promptly correct any information provided by it for use in the Schedule 14D-9 if and to the extent that such information 
becomes false or misleading in any material respect or as otherwise required by applicable Law. The Target will cause the Schedule 14D-9, as so 
corrected (if applicable), to be filed with the SEC and dissemmated to the Target's stockholders, in each case as and to the extent required by the 
Exchange Act. The Target will promptly notify Parent and Merger Sub upon the receipt ofany comments from the SEC, or any request from the 
SEC for amendments or supplements, to the Schedule 14D-9, and will promptly provide Parent and Merger Sub with copies of all 
correspondence between it and its Representatives and the SEC with respect to the Schedule 14D-9. Prior to the filing ofthe Schedule 14D-9 
(including any amendments or supplements thereto) with the SEC or dissemination thereof to the Target's stockholders, or responding to any 
comments ofthe SEC with respect to the Schedule 14D-9, the Target will provide Parent, Merger Sub and thefr counsel a reasonable opportunity 
to review and comment on such Schedule 14D-9 or response, and the Target will give reasonable consideration to any such comments. The 
Target shall use commercially reasonable efforts to respond promptly to any such SEC comments. 

(b) In connection with the Offer, promptly after the date of this Agreement but in no event more than eight (8) Business Days after the date 
of this Agreement the Target will fumish or 

17 



cause to be fiimished to Parent and Merger Sub security position listings and any other available listings or computer files containing the names 
and addresses ofthe record holders or known beneficicd ovraers ofthe shares of Target Common Stock as ofthe most recent practicable date (but 
subject to flie following sentence of this Section 2.02(b) ), and will promptly fumish Parent and Merger Sub with such information and 
assistance (includmg lists ofrecord holders or known beneficial owners ofthe shares of Target Common Stock, updated from time to time upon 
Parent's, Merger Sub's or either of their respective agents' request, and the addresses and lists of security positions of such record holders or 
known beneficial owners) as Parent, Merger Sub or their respective agents may reasonably request for the purpose of communicating the Offer 
to the record holders and beneficial ovraers ofthe shares of Target Common Stock (the date ofthe list used to determine the Persons to whom 
the Offer Documents and Schedule 14D-9 are first disseminated, the " Stockholder List Date "). The Target shall ensure that the Stockholder 
List Date is not more than ten (10) calendar days prior to the date that the Schedule i4D-9 is first disseminated. Subject to the requfrements of 
applicable Law, and except for such steps as are necessary to disseminate the Offer Documents and any other documents necessary to 
consummate the Offer, the Merger and the other transactions contemplated hereby, Parent and Merger Sub will hold in confidence the 
information contained m any such labels, listing and files in accordance with the Confidentiality Agreement and will use such information only 
in connection with the Offer and the Merger and, ifthis Agreement is terminated, will promptly deliver (and will use their respective 
commercially reasonable efforts to cause their agents and Representatives to deliver) to the Target (or destroy) all copies and any exfract or 
summaries of such information then in thefr possession or confrol. 

ARTICLE HI 
THE MERGER 

Section 3.01 The Merger. On the terms and subject to the conditions set forth in this Agreement, and in accordance with the DGCL, at 
the Effective Tune Merger Sub will merge with and into the Target. As a result of the Merger, the separate corporate existence of Merger Sub 
will cease, and the Target will continue its corporate existence under the DGCL as the surviving corporation in the Merger (sometimes referred 
to herein as the " Surviving Corporation "). The Merger will be govemed by Section 251(h) ofthe DGCL and shall be effected as soon as 
practicable following the Consummation ofthe Offer without the adoption of this Agreement by the stockholders ofthe Target, subject to the 
satisfaction or waiver ofthe conditions set forth in Section 8.01 ; provided that if, notwithstanding such express election to cause the Merger to 
be govemed by Section 251 (h) ofthe DGCL, the Merger may not be effected pursuant to Section 251 (h) ofthe DGCL for any reason, then the 
parties hereto shall take all actions necessary to cause the consummation of the Merger as promptly as practicable following the Consummation 
ofthe Offer in a manner that is not adverse to the stockholders ofthe Target. 

Section 3.02 Closing. Unless this Agreement is earlier and validly terminated, upon the terms and subject to the condhions set forth 
herein, the closing ofthe Merger (the " Closing ") will take place at (i) 9:00 a.m., Boston, Massachusetts time, on the next Business Day 
following the date on which the Offer is Consummated; provided that all ofthe conditions set forth in Section 8.01 have been satisfied or waived 
(other than those conditions that by thefr nature are to be satisfied at the Closing, but subject to the satisfaction or, to the extent permitted 
hereunder, waiver 
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of all such conditions), or (ii) such other time or date as is agreed to in writing by the parties hereto. The Closing will be held at tiie offices of 
Cooley LLP, 500 Boylston Sfreet, Boston MA 02116, unless another place is agreed to m writing by the parties hereto, or by elecfronic 
fransmittal of documents, and the actual date ofthe Closing is hereinafter referred to as the " Closing Date. " 

Section 3.03 Effective Time . Subject to the provisions of this Agreement, at the Closing, the Target, Parent and Merger Sub will cause a 
certificate of merger (the " Certificate of Merger ") to be executed, acknowledged and filed with the Secretary of State ofthe State of Delaware 
in accordance with the relevant provisions ofthe DGCL and will make all other filings or recordings required under the DGCL. The Merger will 
become effective at such time as the Certificate of Merger has been duly filed with the Secretary of State of the State of Delaware or at such later 
date or time as may be agreed by the Target and Parent in writing and specified in the Certificate of Merger in accordance with the DGCL (the 
effective time ofthe Merger bemg hereinafter referred to as the " Effective Time "). 

Section 3,04 Effects of the Merger. The Merger will have the effects set forth herein and in the applicable provisions ofthe DGCL. 
Without limiting the generality ofthe foregoing, and subject thereto, from and after the Effective Time, all property, rights, privileges, 
immunities, powers, franchises, licenses and authority ofthe Target and Merger Sub will vest in the Surviving Corporation, and all debts, 
liabilities, obligations, restiictions and duties of each ofthe Target and Merger Sub will become the debts, liabilities, obligations, restrictions and 
duties ofthe Surviving Corporation. 

Section 3.05 Certificate of Incorporation; By-laws . At the Effective Time, (a) the certificate of incorporation of the Target will be 
amended so as to read in its entirety as set forth on Exhibit A attached hereto, and, as so amended, will be the certificate of incorporation ofthe 
Surviving Corporation until thereafter amended in accordance with the terms thereof or as provided by applicable Law, and (b) the by-laws of 
Merger Sub as in effect immediately prior to the Effective Time will be the by-laws ofthe Surviving Corporation until thereafter amended in 
accordance with the terms thereof, the certificate of incorporation ofthe Surviving Coiporation or as provided by applicable Law. 

Section 3.06 Directors and Officers . Unless otherwise determined by Parent and the Target prior to the Effective Time, the parties hereto 
shall take all necessary action to: 

(i) cause the members ofthe board of directors of Merger Sub immediately prior to the Effective Tune to be, effective as ofthe 
Effective Time, appointed as the sole members ofthe board of directors ofthe Surviving Corporation until their respective successors are duly 
elected or appointed and qualified or their earlier death, resignation or removal in accordance with the certificate of incorporation and bylaws of 
the Surviving Corporation; 

(ii) cause the officers of Merger Sub immediately prior to the Effective Time to be, effective as of the Effective Time, appointed as 
the sole officers ofthe Surviving Corporation until their respective successors are duly appointed and qualified or their earlier death, resignation 
or removal in accordance with the certificate of incorporation and bylaws of the Surviving Corporation; and 
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(iii) upon Parent's request, cause the Target to obtain a written letter of resignation from each ofthe directors and officers ofthe 
Target and from each ofthe directors and officers of each Subsidiary ofthe Target, which resignation shall be conditioned upon, and effective as 
of, the Effective Time; provided that such resignations of officers shall not serve as a resignation as an employee ofthe Surviving Corporation. 

ARTICLE IV 
EFFECT OF THE MERGER ON CAPITAL STOCK 

Section 4.01 Effect ofthe Merger on Capital Stock . Upon the terms and subject to tiie conditions set forth herein, at the Effective Time, 
as a result ofthe Merger and without any action on the part of Parent, Merger Sub or the Target or the holder ofany capital stock of Parent, 
Merger Sub or the Target, or any other Person: 

(a) Cancellation of Certain Target Common Stock. Each share of Target Common Stock that is owned directly by Parent, Merger Sub, 
the Target (as freasury stock or otherwise), or any wholly-owned Subsidiary of the foregoing as of immediately prior to the commencement of 
the Offer (the " Cancelled Shares ") and the Accepted Shares will automatically be cancelled and will cease to exist, and no Merger 
Consideration will be delivered in exchange therefor. 

(b) Conversion of Target Common Stock. Each share of Target Common Stock issued and outstanding immediately prior to the 
Effective Time (other than the Cancelled Shares, the Accepted Shares, and the Dissenting Shares) will be converted into the right to receive 
(subject to Section 4.02 and, in the case of Non-Tendered Target Resfricted Stock Awards, Section 4.07(c)), in cash and without interest, an 
amount equal to the Offer Price (the " Merger Consideration "). At the Effective Time, all shares of Target Common Stock tiiat have been 
converted into ttie right to receive the Merger Consideration will cease to exist, and each holder of a certificate formerly representing any such 
shares (each, a " Certificate ") will cease to have any rights with respect thereto, except the right to receive the Merger Consideration in 
accordance with Section 4.02 or, in the case of Non-Tendered Target Resfricted Stock Awards, Section 4.07(c). 

(c) Conversion of Merger Sub Capital Stock. Each share ofcommon stock, par value $0,001 per share, of Merger Sub issued and 
outstanding immediately prior to the Effective Time will be converted into and become one newly issued, fully paid and non-assessable share of 
common stock ofthe Surviving Corporation (and the shares ofthe Surviving Corporation into which the shares of Merger Sub capital stock are 
so converted shall be the only shares of the Surviving Corporation's capital stock that are issued and outstanding immediately after the Effective 
Time). 

Section 4.02 Surrender and Payment. 

(a) Prior to the Effective Time, Parent will appoint an exchange agent reasonably acceptable to the Target (the " Exchange Agent ") to act 
as the agent for the purpose of exchanging for the Merger Consideration, to the extent entitled thereto: (i) the Certificates, or (ii) book-entry 
shares which immediately prior to the Effective Time represented the shares of Target Common Stock (the " Book-Entry Shares "). On and 
after the Effective Time, Parent will deposit, or cause the Surviving Corporation to deposit, (x) with the Exchange Agent, sufficient funds to pay 
the 
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aggregate Merger Consideration that is payable in respect of all ofthe shares of Target Common Stock outstanding immediately prior to the 
Effective Time (other tiian the Cancelled Shares, the Accepted Shares and the Non-Tendered Target Restricted Stock Awards), and (y) with the 
Surviving Corporation, sufficient funds to pay the Option Consideration (less any Taxes required to be withheld in accordance with 
Section 4.05) (collectively, the " Payment Fund ") in amounts and at the times necessary for such payments, and (z) with the Exchange Agent, 
an amount sufficient to pay the fees and expenses ofthe Exchange Agent. If for any reason (including losses) the Payment Fund is inadequate to 
pay the amounts to which holders of shares of Target Common Stock (other than Non-Tendered Target Resfricted Stock Awards) will be entitled 
under Section 4.01(b), Parent will take all steps necessary to enable or cause the Surviving Corporation promptly to deposit in trast additional 
cash with the Exchange Agent sufficient to make all payments required imder Section 4.01(b) , and Parent and the Surviving Corporation will in 
any event be liable for the payment thereof The Payment Fund will not be used for any other purpose. The Surviving Corporation will pay all 
charges and expenses, including those of the Exchange Agent, in connection with the exchange of shares of Target Common Stock for the 
Merger Consideration. Promptly after the Effective Time, Parent will send, or will cause the Exchange Agent to send, to each record holder of 
shares of Target Common Stock (other than Non-Tendered Target Restricted Stock Awards) at the Effective Time, a letter of fransmittal and 
instmctions (which will specify that the delivery will be effected, and risk of loss and title will pass, only upon proper delivery of the Certificates 
or transfer of the Book-Entry Shares to the Exchange Agent) for use in such exchange. 

(b) Subject to Section 4.07(c), each holder of shares of Target Common Stock that have been converted into the right to receive the 
Merger Consideration will be entitled to receive the Merger Consideration in respect of the Target Common Stock represented by a Certificate or 
Book-Entry Share upon (i) surrender to the Exchange Agent of a Certificate, together with a duly completed and validly executed letter of 
transmittal and such other documents as may reasonably be requested by the Exchange Agent, or (ii) receipt of an "agent's message" by the 
Exchange Agent (or such other evidence, if any, of transfer as the Exchange Agent may reasonably request) in the case of Book-Entry Shares. 
Until so surrendered or transferred, as the case may be, and subject to the terms set forth in Section 4.03 and Section 4.07(c), each such 
Certificate or Book-Entry Share, as applicable, will represent after the Effective Time for all purposes only the right to receive the Merger 
Consideration payable in respect thereof No interest will be paid or accraed on the cash payable upon the surrender or fransfer of any Certificate 
or Book-Entiy Share. Upon payment ofthe Merger Consideration pursuant to the provisions of this Article IV, each Certificate or Certificates 
so surrendered will immediately be cancelled. 

(c) If any portion ofthe Merger Consideration is to be paid to a Person other than the Person in whose name the surrendered Certificate or 
the fransferred Book-Entry Share, as applicable, is registered, it will be a condition to such payment that (i) such Certificate will be properly 
endorsed or will otherwise be m proper form for fransfer or such Book-Entry Share will be properly transferred, and (ii) the Person requesting 
such payment will pay to the Exchange Agent any fransfer or other Tax required as a result of such payment to a Person other than the registered 
holder of such Certificate or Book-Entry Share, as appHcable, or establish to the reasonable satisfaction ofthe Exchange Agent that such Tax has 
been paid or is not payable. 
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(d) All Merger Consideration paid upon the surrender of Certificates or transfer of Book-Entry Shares in accordance with the terms hereof 
will be deemed to have been paid in full satisfaction of all rights pertainmg to the shares of Target Common Stock formerly represented by such 
Certificate or Book-Entry Shares, and from and after the Effective Time, there will be no further regisfration of transfers of shares of Target 
Common Stock on the stock fransfer books ofthe Surviving Corporation. If, after the Effective Time, Certificates or Book-Enfry Shares are 
presented to the Surviving Corporation, they will be cancelled and exchanged for the Merger Consideration provided for, and in accordance with 
the procedures set forth, in this Article IV. 

(e) Any portion ofthe Payment Fund that remains unclaimed by the holders of shares of Target Common Stock twelve (12) months after 
the Effective Time will be retumed to Parent, upon demand, and any such holder who has not exchanged shares of Target Common Stock for the 
Merger Consideration in accordance with this Section 4.02 prior to that time will thereafter look only to Parent for payment of the Merger 
Consideration. Notwithstanding the foregoing. Parent shall not be liable to any holder of shares of Target Common Stock for any amounts paid 
to a public official pursuant to applicable abandoned property, escheat or similar Laws. Any amounts remaining unclaimed by such holders at 
such time 3t which such amounts would otherwise escheat to or become property of any Govemmentai Entity shall become, to the extent 
permitted by applicable Law, the property of Parent or its designee, free and clear of all claims or interest ofany Person previously entitled 
thereto. 

(f) After the Effective Time, any portion ofthe Merger Consideration made available to the Exchange Agent in respect ofany Dissenting 
Shares will be retumed to Parent, upon demand. 

(g) The Exchange Agent shall invest all cash included in the Payment Fimd as reasonably directed by Parent; provided that any investment 
of such cash shall be limited to direct short-term obligations of, or short-term obligations fully guaranteed as to principal and interest by, the 
United States govemment. Any interest and other income resuhing from such investments shall become a part ofthe Payment Fund, and any 
amounts in excess ofthe aggregate amoimt payable pursuant to Section 4.01(b) shall be paid to the Surviving Corporation. 

Section 4.03 Dissenting Shares . Notwithstanding any provision of this Agreement to the contrary, including Section 4.01 , shares of 
Target Common Stock issued and outstanding immediately prior to the Effective Time and in respect of which appraisal rights shall have been 
properly demanded (and not withdrawn or lost) in accordance with Section 262 ofthe DGCL (such shares of Target Common Stock being 
referred to collectively as the " Dissenting Shares ") will not be converted into a right to receive the Merger Consideration, but instead will be 
entitled to only such rights as are granted by Section 262 ofthe DGCL to a holder of Dissenting Shares; provided, however, that if such holder 
fails to perfect, effectively withdraws or loses such holder's right to seek appraisal rights pursuant to Section 262 ofthe DGCL with respect to 
any Dissenting Shares, such Dissenting Shares shall immediately be converted into the right to receive the Merger Consideration in accordance 
witti this Article IV as if such shares of Target Common Stock never had been Dissenting Shares, without interest thereon, upon surrender of 
such Certificate formerly representing such share or fransfer of such Book-Entry Share, as the case may be. The Target will provide Parent 
prompt written notice of any demands received by the Target for appraisal of shares of Target Common Stock (including any stockholder's 
notice of its intent to demand payment 
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pursuant to the DGCL), any withdrawal ofany such demand, and any other demand, notice or instmment delivered to the Target prior to the 
Effective Time pursuant to the DGCL that relates to such demand, and Parent will have the opportunity and right to dfrect all negotiations and 
proceedings with respect to such demands. Except with the prior written consent of Parent, the Target will not make any payment with respect 
to, or settle or offer to settle, any such demands or any claim in respect of Dissenting Shares. 

Section 4.04 Adjustments. Without limiting the other provisions of this Agreement, if at any time during the period between the date of 
this Agreement and the Effective Time, any change in the outstanding shares ofcapital stock ofthe Target occurs (other than the issuance of 
additional shares ofcapital stock ofthe Target as permitted by this Agreement), including by reason ofany reclassification, recapitalization, 
stock split (including reverse stock split) or combination, exchange or readjustment of shares, or any stock dividend or distribution paid in stock, 
the Offer Price and the Merger Consideration (as applicable) and any ottier amounts payable pursuant to this Agreement will be appropriately 
adjusted to reflect such change. 

Section 4.05 Withholding Rights . Each ofthe Exchange Agent, Parent, Merger Sub and the Surviving Corporation will be entitied to 
deduct and withhold from the Offer Price, the Merger Consideration, and the Option Consideration, as the case may be, otherwise payable to any 
Person pursuant to this Agreement such amounts as may be required to be deducted and withheld with respect to the making of such payment 
under the Intemal Revenue Code of 1986, as amended (the " Code ") and applicable Treasury Regulations, or any provision of state, local or 
non-U.S. Tax Law. All amounts withheld will be remitted to the United States Treasury or the applicable state, local or non-U.S. taxing 
authority. To the extent that amounts are so deducted and withheld by the Exchange Agent, Parent, Merger Sub or the Surviving Corporation, as 
the case may be, such amounts will be freated for all purposes of this Agreement as having been paid to the Person in respect of which the 
Exchange Agent, Parent, Merger Sub or the Surviving Corporation, as the case may be, made such deduction and withholding. 

Section 4.06 Lost Certificates . If any Certificate has been lost, stolen or destroyed, upon the making of an affidavit of that fact by the 
Person claiming such Certificate to be lost, stolen or desfroyed and, if required by Parent, the posting by such Person of a bond, in such 
reasonable amount as Parent may direct, as indemnity against any claim that may be made against it with respect to such Certificate, the 
Exchange Agent will issue, in exchange for such lost, stolen or desfroyed Certificate, the Merger Consideration to be paid in respect of the shares 
of Target Common Stock formerly represented by such Certificate as contemplated under this Article TV. 

Section 4.07 Treatment of Stock Options and Other Stock-Based Awards . 

(a) The Target will take all requisite action so that, at the Effective Time, the portion of each option to acquire shares of Target Common 
Stock (each such option, a " Target Stock Option ") that is vested and outstanding immediately prior to the Effective Time and for which the 
per share exercise price of such Target Stock Option is equal to or less than the Merger Consideration (each such portion, a " Cashed Out 
Target Stock Option "), will be, by virtue of this Agreement and without any further action on the part of Parent, Merger Sub, the Target, the 
holder of such Cashed Out Target Stock Option or any other Person, cancelled and converted into the right to receive from Parent and the 
Surviving Corporation, as promptly as reasonably 
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practicable after the Effective Time, an amount in cash, without interest, equal to the product of (i) the aggregate number of shares of Target 
Common Stock subject to such Cashed Out Target Stock Option (only to the extent vested as provided above), multiplied by (ii) the excess of 
the Merger Consideration over the per share exercise price under such Cashed Out Target Stock Option (the aggregate amount, the " Option 
Consideration "), less any Taxes required to be withheld in accordance with Section 4.05 . Each Target Stock Option (or portion thereof) 
outstanding immediately prior to the Effective Time that is not a Cashed Out Target Stock Option shall be referred to herein as an " Assumed 
Target Stock Option." 

(b) Effective as ofthe Effective Time, Parent shall assume the Target Stock Plans and each Assumed Target Stock Option, which shall 
thereafter be vested for such number of shares of Parent Common Stock as equals the number of shares of Target Common Stock subject to such 
Assumed Target Stock Option multiplied by the Equity Award Exchange Ratio, rounded down to the nearest whole share. The exercise price of 
each such Assumed Target Stock Option shall be equal to the exercise price per share set forth in the option agreement for such Assumed Target 
Stock Option divided by the Equity Award Exchange Ratio, rounded up to the nearest whole cent. All rights with respect to Target Common 
Stock under Assumed Target Stock Options shall by virtue ofthe Merger and without any action on the part of Parent, Merger Sub, the Target, 
the holder of any Assumed Target Stock Option or any other Person, be converted into rights with respect to Parent Common Stock on the terms 
and conditions set forth in this Section 4.07(b) . Accordingly, from and after the Effective Time, (i) each Assumed Target Stock Option may be 
exercised solely for the number of shares of Parent Common Stock determined m accordance with this Section 4.07(b) with an exercise price 
determined in accordance with this Section 4.07(b); (ii) any restriction on the exercise ofany Assumed Target Stock Option shall continue in 
full force and effect; and (iii) the term, vesting schedule and other provisions of such Assumed Target Stock Option shall otherwise remain 
unchanged; provided, however, that: (A) each Assumed Target Stock Option shall, in accordance with its terras, be subject to further adjustment 
as appropriate to reflect any stock split, division or subdivision of shares, stock dividend, reverse stock split, consolidation of shares, 
recapitalization or other similar fransaction with respect to Parent Common Stock subsequent to the Effective Time; and (B) Parent's board of 
directors or a committee thereof shall succeed to the authority and responsibility of the Target Board or any committee thereof with respect to 
each Target Stock Plan and Assumed Target Stock Option. As soon as practicable after the Effective Time, Parent shall prepare and file with the 
SEC a Form S-8 (or file such other appropriate form) registering a number of shares of Parent Common Stock necessary to fulfill Parent's 
obligations under this Section 4.07(b) , 

(c) Each share of Target Common Stock granted under the Target 2006 Incentive Plan that is unvested or is subject to a repurchase option, 
risk of forfeiture, vesting schedule or other condition under any applicable restricted stock purchase agreement or other Confract with Target or 
under which Target has any rights and either (i) is validly tendered and not validly withdrawn in the Offer as ofthe Expiration Time (each a " 
Tendered Target Restricted Stock Award ") or (ii) not validly tendered or validly tendered and subsequently validly withdrawn and is 
outstanding immediately prior to the Effective Time (each a " Non-Tendered Target Restricted Stock Award " and together with the 
Tendered Target Restricted Stock Awards, the " Target Restricted Stock Awards ") shall (a) in the case ofthe Tendered Target Restricted 
Stock Awards, as soon as practicable after the Expiration Time and in compliance with applicable Law, receive the Offer Price net to such holder 
of Tendered Target Resfricted Stock Award in cash, without interest and 
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subject to any required withiiolding of Taxes and (b) in the case ofthe Non-Tendered Target Restricted Stock Awards, be cancelled and 
converted into only the right to receive (without interest), automatically and without any requfred action on the part ofthe holder thereof, an 
amount in cash (less applicable Tax withholdings) equal to the Merger Consideration; provided that, pursuant to and in accordance with the 
Target 2006 Incentive Plan, the Offer Price or Merger Consideration, as applicable, payable with respect to any Target Restricted Stock Awards 
shall continue to be, as applicable, unvested and/or subject to the same repurchase option, risk of forfeiture, vesting schedule and other 
conditions as were set fortti in the applicable restricted stock purchase agreement or other Contract with respect to such Target Restricted Stock 
Award and the holder ofany such Target Restricted Stock Award must remain in service to Parent, the Target or any of their affiliates through 
the applicable vesting date or date when the applicable conditions shall terminate, to receive payment in respect thereof and such payment shall 
be made promptly following such applicable vesting date or date when the applicable conditions have terminated, as applicable. Parent's board 
of dfrectors or a committee thereof shall succeed to the authority and responsibility of the Target Board or any committee thereof with respect to 
each Target Stock Plan and Target Resfricted Stock Award. 

(d) At or prior to the Effective Time, the Target, the Target Board and the compensation committee of such board, as applicable, will adopt 
any resolutions and take any actions (including obtaining any employee or stockholder consents) that may be necessaiy to effectuate the 
provisions of this Section 4.07, and causing the Target Stock Plans and all Assumed Target Stock Options to be exchanged and assumed by 
Parent on the terms and conditions set forth in this Section 4.07 . 

(e) Section 4.07(e) ofthe Disclosure Schedules (the " Equity Award Certificate ") sets forth (i) each Target Stock Option outstanding as 
ofthe close of business on November 3, 2014, identifying the number of shares of Target Common Stock subject to such Target Stock Option, 
the exercise price of such Target Stock Option, the date such Target Stock Option was granted, the date such Target Stock Option expires, the 
vesting schedule of such Target Stock Option and the portion thereof that is vested and outstanding as ofthe date hereof, and (ii) each Target 
Restricted Stock Award outstanding as ofthe date hereof, identifying the number of shares of Target Common Stock subject to such Target 
Restricted Stock Award, the date such Target Restricted Stock Award was granted, the date such Target Restricted Stock Award expires, the 
vesting schedule of such Target Restricted Stock Award and the portion thereof that is vested and outstanding as ofthe date hereof Not later 
than 5:00 p.m. Boston time, on the second Business Day preceding the Effective Time, Target shall provide to Parent an updated Equity Award 
Certificate setting forth (i) each Target Stock Option outstanding as ofthe Effective Time, identifying the number of shares of Target Common 
Stock subject to such Target Stock Option, the exercise price of such Target Stock Option, the portion thereof that is a Cashed Out Target Stock 
Option, the portion thereof tiiat is an Assumed Target Stock Option, the date such Target Stock Option was granted, the date such Target Stock 
Option expfres and the vestuig schedule of such Target Stock Option, in each case as ofthe Effective Time, and (ii) each Target Restricted Stock 
Award outstanding as of the Effective Time, identifying the number of shares of Target Common Stock subject to such Target Resfricted Stock 
Award , the date such Target Restricted Stock Award was granted and the vesting schedule and other material terms of such Target Restricted 
Stock Award, in each case as ofthe Effective Time. 
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Section 4.08 Treatment of Warrants. At the Effective Time, and in accordance with the terms of each warrant to purchase shares of 
Target Common Stock that is listed on Section 4.08 ofthe Disclosure Schedules (collectively, the " Warrants ") and that is issued and 
outstanding immediately prior to the Effective Time, Parent shall cause the Surviving Corporation to pay the holder of each Warrant, as 
promptly as reasonably practicable after the Effective Time, an amount in cash, without interest, equal to the product of (i) the aggregate number 
of shares of Target Common Stock subject to such Warrant, multiplied by (ii) the excess, if any, ofthe Merger Consideration over the per share 
exercise price under such Warrant. In the event that the per share exercise price under a Warrant is equal to or greater than the Merger 
Consideration, such Warrant shall be cancelled as ofthe Effective Time without payment therefor and shall have no further force or effect. At or 
prior to the Effective Time, the Target, the Target Board and the compensation committee of such board, as applicable, will adopt any 
resolutions and take any actions (including obtaining any employee consents) that may be necessary to effectuate the provisions of this 
Section 4.08. 

ARTICLE V 
REPRESENTATIONS AND WARRANTIES OF THE TARGET 

Except as set forth in (a) Target SEC Documents (but excluding any supplements or amendments thereto to the extent such supplement or 
amendment is not publicly filed prior to the date hereof) (other than Section 5.02 and Section 5.03(a)), and only to the extent it is apparent from 
the disclosure that any item should otherwise be reflected in the Disclosure Schedules, or (b) subject to Section 10.03 , the Disclosure Schedules 
attached to this Agreement (collectively, the " Disclosure Schedules "), the Target hereby represents and wairants to Parent and Merger Sub as 
follows: 

Section 5.01 Organization; Standing and Power; Charter Documents; Subsidiaries . 

(a) Organization; Standing and Power. The Target and each of its Subsidiaries is a corporation duly organized, validly existing and in 
good standing under the Laws of its jurisdiction of organization, and has the requisite corporate power and authority to own, lease and operate its 
assets and to carry on its business as now conducted. The Target and its Subsidiaries are duly qualified or licensed to do business as a foreign 
corporation and is in good standing (with respect to jurisdictions that recognize the concept of good standing) in each jurisdiction where the 
character of the assets and properties owned, leased or operated by it or the nature of its business makes such qualification or license necessary, 
except where the failure to be so qualified or licensed or to be in good standing, would not reasonably be expected to have, individually or in the 
aggregate, a Target Material Adverse Effect. 

(b) Charter Documents. The Target has delivered or made available to Parent a trae and correct copy ofthe certificate of incorporation 
(including any certificate of designations) and by-laws, each as amended to date (collectively, the " Charter Documents "), ofthe Target and 
each of its Subsidiaries. Neither the Target nor any of its Subsidiaries is in violation of any of the provisions of its Charter Documents. 

(c) Minutes. Except as set forth on Section 5.01(c) ofthe Disclosure Schedules, the Target has delivered or made available to Parent trae 
and correct copies ofthe minutes (or, in the 
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case of minutes that have not yet been finalized, draft minutes ofthe meeting) of all meetings of stockholders, the Target Board and each 
committee ofthe Target Board since January 1,2012, except for any minutes ofthe Special Committee and any minutes related to other bidders 
in connection with any potential sale of the Target or any of its material assets or otherwise related to deliberations by the Target Board or 
Special Committee with respect to the consideration of sfrategic alternatives, all of which may be redacted by the Target. 

(d) Subsidiaries. Section 5.01(d) ofthe Disclosure Schedules Hsts each ofthe Subsidiaries ofthe Target as ofthe date hereof and its place 
of organization and, for each Subsidiary that is not, directly or indirectly, wholly-owned by the Target, (A) the number and type ofany capital 
stock of, or other equity or voting interests in, such Subsidiary that is outstanding as of the date hereof and (B) the number and type of shares of 
capital stock of, or other equity or voting interests in, such Subsidiary that, as ofthe date hereof, are owned, directly or indirectly, by the Target. 
All of the outstanding shares of capital stock of, or other equity or voting interests in, each Subsidiary of the Target that is owned directly or 
indirectly by the Target have been validly issued, were issued free of pre-emptive rights and are fully paid and non-assessable, and are free and 
clear of all Encumbrances, including any restriction on the right to vote, sell or otherwise dispose of such capital stock or other equity or voting 
interests, except for any Encumbrances (x) imposed by applicable securities Laws or (y) arising pursuant to the Charter Documents ofany non-
wholly-ovraed Subsidiary ofthe Target. Except for the capital stock of, or other equity or voting interests in, its Subsidiaries, the Target does not 
own, directly or indirectiy, any capital stock of, or other equity or voting interests in, any Person. 

Section 5.02 Capital Structure . 

(a) Capital Stock. The authorized capital stock ofthe Target consists of 30,000,000 shares of Target Common Stock and 5,000,000 shares 
of preferred stock. As ofthe close of business on November 3,2014, (i) 12,461,408 shares of Target Common Stock were issued and 
outstanding and (ii) 62,834 shares of Target Common Stock were issued and held by the Target in its treasury, and except as set forth on 
Section 5.02(a) ofthe Disclosure Schedules, since November 3,2014 and through the date hereof, no additional shares of Target Common Stock 
have been issued other than the issuance of shares of Target Common Stock upon the exercise or settlement of Target Equity Awards. All ofthe 
outstanding shares ofcapital stock ofthe Target are, and all shares ofcapital stock ofthe Target which may be issued as contemplated or 
permitted by this Agreement will be, when issued, duly authorized and validly issued, fiilly paid and non-assessable and not subject to any pre
emptive rights. No Subsidiary ofthe Target owns any shares of Target Common Stock. As ofthe date hereof, holders ofrecord of Target 
Common Stock whose last address as shown on the books of Target is in Canada hold less than ten percent (10%) ofthe outstanding Target 
Common Stock. 

(b) Stock Options and Stock Awards . 

(i) As ofthe close of business on November 3,2014, 637,649 shares of Target Common Stock were subject to issuance pursuant to 
Target Stock Options and 251,750 shares of Target Common Stock were outstanding pursuant to Target Resfricted Stock Awards, granted under 
the Target Stock Plans, and since November 3,2014 and through the date hereof, no Target Equity Awards have been granted and no additional 
shares of Target Common Stock have become 
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subject to issuance under the Target Stock Plans. Section 5.02(b)(i) ofthe Disclosure Schedules sets forth as ofthe close of business on 
November 3, 2014 a list of each outstanding Target Equity Award granted under the Target Stock Plans and (A) the name ofthe holder of such 
Target Equity Award, (B) the number of shares of Target Common Stock subject to such outstanding Target Equity Award, (C) the exercise 
price, purchase price or similar pricing of such Target Equity Award, (D) the date on which such Target Equity Award was granted or issued, 
(E) the applicable vesting schedule, the extent to which such Target Equity Award is vested and exercisable as ofthe date hereof, and (F) with 
respect to Target Stock Options, the date on which each such Target Stock Option expires. All shares of Target Common Stock subject to 
issuance under the Target Stock Plans, upon issuance in accordance with the terms and conditions specified m the instmments pursuant to which 
they are issuable, will be duly authorized, validly issued, fully paid and non-assessable. Except for Target Stock Options and Target Restricted 
Stock Awards, there are no stock awards and other rights, contingent or accraed, to acqufre or receive shares of Target Common Stock or 
benefits measured by the value of such shares, or award ofany kind consisting of shares of Target Common Stock that may be held, awarded, 
outstanding, payable or reserved for issuance under any Target Stock Plan or otherwise. No Target Stock Options have been granted except for 
those granted under a Target Stock Plan. No Target Restricted Stock Awards have been granted except for tiiose granted under the Target's 2006 
Stock Incentive Plan (tiie " Target 2006 Incentive Plan "). 

(ii) Except for the Target Stock Plans and as set forth on Section 5.02(b)(ii) ofthe Disclosure Schedules, there are no agreements to 
which the Target is a party obligating the Target to accelerate the vesting of any Target Equity Award as a result of the transactions 
contemplated by this Agreement or the Support Agreement (whether alone or upon the occurrence ofany additional or subsequent events). Other 
than the Target Equity Awards, as ofthe date hereof, there are no outstanding (A) securities ofthe Target or any of its Subsidiaries convertible 
into or exchangeable for Voting Debt or shares ofcapital stock ofthe Target, (B) options, warrants or other agreements or commitments to 
acquire from the Target or any of its Subsidiaries, or obligations of the Target or any of its Subsidiaries to issue, any Voting Debt or shares of 
capital stock of (or securities convertible into or exchangeable for shares ofcapital stock of) the Target or (C) restricted shares, stock 
appreciation rights, performance shares, profit participation rights, contingent value rights, "phantom" stock or similar securities or rights that 
are derivative of, or provide economic benefits based, dfrectly or indfrectly, on the value or price of, any shares ofcapital stock ofthe Target, in 
each case that have been issued by the Target or its Subsidiaries (the items in clauses (A), (B) and (C), together with the capital stock ofthe 
Target, being referred to collectively as " Target Securities "). All outstanding shares of Target Common Stock, all Warrants, all outstanding 
Target Equity Awards and all outstanding shares ofcapital stock, voting securities or other ownership interests hi any Subsidiary ofthe Target, 
have been issued or granted, as applicable, in compliance in all material respects with all applicable securities Laws. 

(iii) There are no outstanding Confracts requiring the Target or any of its Subsidiaries to repurchase, redeem or otherwise acqufre any 
Target Securities or Target Subsidiary Securities. Neither the Target nor any of its Subsidiaries is a party to any voting agreement with respect to 
any Target Securities or Target Subsidiary Securities. 

(c) Voting Debt. No bonds, debentures, notes or other indebtedness issued by the Target or any of its Subsidiaries (i) having the right to 
vote on any matters on which stockholders 
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or equity holders ofthe Target or any of its Subsidiaries may vote (or which is convertible into, or exchangeable for, securities having such 
right), or (ii) the value of which is directly based upon or derived from the capital stock, voting securities or other ovraership mterests ofthe 
Target or any of its Subsidiaries, are issued or outstanding (collectively," Voting Debt"). 

(d) Target Subsidiary Securities . As ofthe date hereof, there are no outstandmg (i) securities of flie Target or any of its Subsidiaries 
convertible into or exchangeable for Voting Debt, capital stock, voting securities or other ownership interests in any Subsidiary ofthe Target, 
(ii) options, warrants or other agreements or commitments to acquire from the Target or any of its Subsidiaries, or obligations ofthe Target or 
any of its Subsidiaries to issue, any Voting Debt, capital stock, voting securities or other ownership interests in (or securities convertible into or 
exchangeable for capital stock, voting securities or other ownership interests in) any Subsidiary ofthe Target, or (iii) restricted shares, stock 
appreciation rights, performance shares, profit participation rights, contingent value rights, "phantom" stock or similar securities or rights that 
are derivative of, or provide economic benefits based, directly or indirectiy, on the value or price of, any capital stock or voting securities of, or 
other ownership interests in, any Subsidiary of the Target, in each case that have been issued by a Subsidiary of the Target (the items in clauses 
(i), (ii) and (iii), together with the capital stock, voting securities or other ownership interests of such Subsidiaries, being referred to collectively 
as" Target Subsidiary Securities '0 

Section 5.03 Authority; Non-Contravention; Governmental Consents . 

(a) Authority. The Target has all requisite corporate power and authority to enter into and deliver this Agreement and, assuming the 
transactions contemplated by this Agreement are consummated in accordance with Section 251 (h) ofthe DGCL, and assuming the accuracy of 
Parent's and Merger Sub's representation and warranty set forth in Section 6.08, to perform its obligations hereunder and consummate the 
transactions contemplated hereby. The execution and delivery of this Agreement by the Target and the consummation by the Target of the Offer, 
the Merger and the other fransactions contemplated hereby, have been duly authorized by all necessary corporate action on the part ofthe Target 
and, assuming the fransactions contemplated by this Agreement are consummated in accordance with Section 251(h) ofthe DGCL, and 
assuming the accuracy of Parent's and Merger Sub's representation and warranty set forth in Section 6.08, no other corporate proceedings on 
the part ofthe Target are necessary to authorize the execution and delivery of this Agreement or to consummate the Offer, the Merger and the 
other fransactions contemplated hereby. This Agreement has been duly executed and delivered by the Target and, assuming due execution and 
delivery by Parent and Merger Sub, constitutes the valid and binding obligation ofthe Target, enforceable against the Target in accordance with 
its terms, except as such enforceability may be limited by bankraptcy, insolvency, moratorium and other similar Laws affecting creditors' rights 
generally and by general principles of equity. 

(b) Non-Contravention. Except as set forth on Section 5.03(b) ofthe Disclosure Schedules, the execution, delivery and performance of 
this Agreement by the Target, and the consummation by the Target ofthe fransactions contemplated hereby, including the Offer and the Merger, 
do not and will not; (i) contravene or conflict with, or result in any violation or breach of, the Charter Documents of the Target or any of its 
Subsidiaries, (ii) subject to compliance with the requfrements set forth in Section 5.03(c)(i)-(iv) and, in the case ofthe consummation ofthe 
Merger, assuming the fransactions contemplated by this Agreement are consummated in 
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accordance with Section 251(h) ofthe DGCL, and assuming the accuracy of Parent's and Merger Sub's representation and warranty set forth in 
Section 6.08 , conflict with or violate any Law applicable to the Target or any of its Subsidiaries or any of their respective properties or assets, 
(iii) result in any breach of or constitute a default (or an event that with notice or lapse of time or both would become a default) under, or alter 
the rights or obligations ofany third party under, or give to others any rights of termination, amendment, acceleration or cancellation, or requfre 
any Consent under, any Confract to which the Target or any of its Subsidiaries is a party or otherwise bound as ofthe date hereof, or (iv) result in 
the creation of an Encumbrance (other than Permitted Encumbrances) on any ofthe properties or assets ofthe Target or any of its Subsidiaries, 
except, in the case of each of clauses (ii), (iii) and (iv) above, for any conflicts, violations, breaches, defaults, alterations, terminations, 
amendments, accelerations, cancellations or Encumbrances, or where the failure to obtain any Consents, in each case, would not reasonably be 
expected to have, individually or in the aggregate, a Target Material Adverse Effect. 

(c) Governmental Consents. No consent, approval, Order or authorization of, or regisfration, declaration or filing with, or notice to (any 
ofthe foregoing being a " Consent "), any Govemmentai Entity is required to be obtained or made by the Target in connection with the 
execution, delivery and performance by the Target of this Agreement or the consummation by the Target ofthe Offer, the Merger and other 
transactions contemplated hereby, except for: (i) the filing ofthe Certiflcate of Merger with the Secretary of State ofthe State of Delaware, 
(ii) the filing with the SEC in accordance with the Exchange Act of (A) the Schedule 14D-9 and (B) such filings under the Exchange Act as may 
be requfred in connection with this Agreement, the Support Agreement, the Offer, the Merger and the other fransactions contemplated by this 
Agreement, in any case that are applicable to the fransactions contemplated by this Agreement, (iii) such Consents as may be required under 
applicable state securities or "blue sky" Laws and the securities Laws ofany foreign country or the mles and regulations ofany applicable 
United States securities exchange on which the Target Common Stock is traded, (iv) the other Consents of Govemmentai Entities listed on 
Section 5,03(c) ofthe Disclosure Schedules, and (v) such other Consents which if not obtained or made would not reasonably be expected to 
have, individually or in the aggregate, a Target Material Adverse Effect. 

(d) Board Approval. The Target Board, by resolutions duly adopted at a meeting of directors ofthe Target duly called and held (the " 
Target Board Meeting ") and, as of the date hereof, not subsequently rescinded or modified m any way, has, as of the date hereof (i) determined 
that this Agreement and the transactions contemplated hereby, including the Offer and the Merger, are fair to, and in the best interests of, the 
Target and the Target's stockholders, including in reliance on the Faimess Opinion, (ii) approved and declared advisable the "agreement of 
merger" (as such term is used in Section 251 ofthe DGCL) contained in this Agreement and the fransactions contemplated by this Agreement, 
including the Offer and the Merger, in accordance with the DGCL, and (iii) resolved to recommend that Target stockholders accept the Offer and 
tender thefr shares of Target Common Stock pursuant to the Offer (collectively, the " Target Board Recommendation "). 

(e) Stockholder Approval. Assuming the accuracy of Parent's and Merger Sub's representation and warranty set forth in Section 6.08, 
the majority vote ofthe holders of a majority ofthe outstanding shares of Target Common Stock, voting as a single class at a meeting ofthe 
stockholders ofthe Target called to consider the adoption of this Agreement, in favor of adopting 
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this Agreement is the only vote ofthe holders ofany class or series ofthe Target's capital stock that would be required to adopt this Agreement 
absent tiie availability of Section 251(h) ofthe DGCL. 

(f) Takeover Statutes. No "fair price," "moratorium," "control share acquisition," "business combination" or other similar anti-takeover 
statute or regulation (including Section 203 ofthe DGCL) enacted under any federal, state, local or foreign laws applicable to the Target or any 
of its Subsidiaries is applicable to this Agreement, the Offer, the Merger or any ofthe other fransactions contemplated hereby. The Target Board 
has taken all actions so that the restrictions contained in Section 203 ofthe DGCL applicable to a "business combination" (as defined in such 
Section 203) will not apply to the execution, delivery or performance of this Agreement and the consummation ofthe Offer, the Merger and the 
other fransactions contemplated hereby (including the fransactions contemplated by each ofthe Support Agreements). 

Section 5.04 SEC Filings; Financial Statements; Undisclosed Liabilities . 

(a) SEC Filings. The Target has timely filed with or fiimished to, as applicable, the SEC all registration statements, prospectuses, reports, 
proxy statements, schedules, forms, statements and other documents (including exhibits and all other infonnation incorporated by reference) 
required to be filed or furnished by it with the SEC since January 1,2012 (the " Target SEC Documents "). The Target has made available to 
Parent all such Target SEC Documents that it has so filed or fiimished prior to the date hereof As of their respective filing dates (or, if amended 
or superseded by a subsequent filing, as of the date of the last such amendment or superseding filing prior to the date hereof), each of the Target 
SEC Documents complied as to form in all material respects with the applicable requirements ofthe Securities Act, and the Exchange Act, and 
the rales and regulations ofthe SEC thereunder applicable to such Target SEC Documents. None ofthe Target SEC Documents, including any 
financial statements, schedules or exhibits included or incorporated by reference therein at the time they were filed (or, if amended or superseded 
by a subsequent filing, as ofthe date ofthe last such amendment or superseding filing prior to the date hereof), contained any untme statement of 
a material fact or omitted to state a material fact requfred to be stated therein or necessary in order to make the statements therein, in light ofthe 
circumstances under which they were made, not misleading. The documents filed by the Target with the securities commissions in Canada on 
SEDAR (i) did not at the time filed with the securities commissions or, as applicable, the time of becoming effective, contain any untrae 
statement of a material fact or omit any data or information requfred to be stated therein or necessary to make the statements thereiti, not 
misleading in light ofthe circumstances under which they were made, and (ii) include all documents required to be filed in accordance with 
applicable Canadian securities laws with the securities commissions and complied with applicable Canadian securities laws. 

(b) Financial Statements. Each ofthe financial statements (including, in each case, any related notes thereto) contained in the Target SEC 
Documents: (i) complied as to form in all material respects with the published mles and regulations ofthe SEC with respect thereto as of their 
respective dates, (ii) was prepared in accordance with GAAP applied on a consistent basis throughout the periods involved (except as may be 
indicated in the notes thereto and, in the case of unaudited interim financial statements, as may be permitted by the SEC for Quarterly Reports on 
Form 10-Q), and (iii) fairly presented in all material respects the financial position of the Target at 
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the respective dates thereof and the results ofthe Target's operations and cash flows for the periods indicated therein, subject, in the case of 
unaudited interim financial statements, to normal and year-end audit adjustments as permitted by GAAP and the applicable mles and regulations 
ofthe SEC. 

(c) Disclosure Controls and Procedures; Internal Controls. The Target has established and maintains "disclosure confrols and 
procedures" (as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act), which disclosure confrols and procedures are designed to ensure 
that all material information required to be disclosed by the Target in the reports that it files or submits under the Exchange Act is accumulated 
and communicated to the Target's management as appropriate to allow timely decisions regarding required disclosure. The Target has 
established &nd maintained "intemal confrols over financial reporting" (as defined in Rules 13a-15(f) and 15d-15(f) ofthe Exchange Act), which 
fritemal confrols over financial reporting provide reasonable assurance regarding the reliability of financial reporting, the prevention or early 
detection ofthe unauthorized acquisition, use or disposition ofthe Target's or its Subsidiaries assets that could have a material effect on the 
Target's financial statements, and the preparation of financial statements for extemal purposes in accordance with GAAP. Except as set forth on 
Section 5.04(c) ofthe Disclosure Schedules, since January 1,2012, neither the Target's management. Audit Committee or its independent 
auditors have identified (i) any significant deficiencies or material weaknesses in the design or operation of intemal confrols over financial 
reporting that affected or are reasonably likely to adversely affect the Target's ability, in any material respect, to record, process, summarize and 
report financial information, or (ii) any fraud that mvolves management or other employees who have a role in the Target's intemal confrols over 
financial reporting. For purposes of this Agreement, the terms "significant deficiency" and "material weakness" shall have the meanings 
assigned to them in Public Company Accounting Oversight Board Auditing Standard 2, as in effect on the date of this Agreement. 

(d) Undisclosed Liabilities. The consolidated audited balance sheet ofthe Target dated as of December 31, 2013 contained in the Target 
SEC Documents filed prior to the date hereof is hereinafter referred to as the " Target Balance Sheet. " Neither the Target nor any of its 
Subsidiaries has material Liabilities other than Liabilities that, and has not entered into any joint venture, off balance sheet partnership or similar 
confract other than those that, (i) are reflected or recorded on the Target Balance Sheet (including in the notes thereto), (ii) were discharged or 
paid in fiill prior to the date of this Agreement, (iii) were incurred since the date of die Target Balance Sheet in the ordinary course of business 
consistent with past practice, (iv) are incurred in connection with the transactions contemplated by this Agreement, (v) are performance or 
payment obligations that are unmatured, unliquidated or contingent pursuant to the confracts, commitments, instmments and other agreements 
and documents disclosed in the Disclosure Schedules or approved by Parent in writing after the date hereof (other than any obligations arising 
from a breach or failure to comply by the Target with any obligations contained therein at any time prior to the Effective Time), or (vi) would 
not reasonably be expected to have, individually or in the aggregate, a Target Material Adverse Effect. For the purposes of this Section 5.04(d) , 
"material Liabilities" shall be defined as Liabilities ofthe Target or any of its Subsidiaries (subject to the exceptions ofthe preceding sentence) 
which, individually or in the aggregate, are in excess of $100,000. 
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(e) Sarbanes-Oxley Compliance. Each ofthe principal executive officer and the principal financial officer ofthe Target (or each former 
principal executive officer and each former principal financial officer ofthe Target, as applicable) has made all certifications requfred by Rule 
13a-14 or 15d-14 under the Exchange Act and Sections 302 and 906 ofthe Sarbanes-Oxley Act of 2002 (including the rales and regulations 
promulgated thereunder, the " Sarbanes-Oxley Act ") with respect to the Target SEC Documents, and the statements contained in such 
certifications were true and accurate in all material respects at the time made. For purposes of this Agreement, "principal executive officer" and 
"principal financial officer" shall have the meanings given to such terms in the Sarbanes-Oxley Act. The Target does not have outstanding (or 
has arranged or modified smce the enactment of the Sarbanes-Oxley Act) any "extensions of credit" (within the meaning of Section 402 of the 
Sarbanes-Oxley Act) to directors or executive officers (as defined in Rule 3b-7 under the Exchange Act) ofthe Target. 

Section 5.05 Absence of Certain Changes or Events. Since the date ofthe unaudited consolidated balance sheet ofthe Target filed with 
the Target's Form lO-Q for the quarter ended June 30,2014, except (i) as set forth on Section 5.05 ofthe Disclosure Schedules and (ii) in 
connection with the execution and delivery of this Agreement and the consummation ofthe transactions contemplated hereby, the business ofthe 
Target and its Subsidiaries has been conducted m the ordinary course of business and there has not been or occurred (a) any Target Material 
Adverse Effect or any event, condition, change or effect that would have, individually or in the aggregate, a Target Material Adverse Effect, or 
(b) any event, condition, action or effect that, if taken during the period from the date of this Agreement through the Effective Time, would 
constitute a breach of Section 7.01. 

Section 5.06 Taxes. 

(a) Tax Returns and Payment of Taxes. The Target and each of its Subsidiaries has duly and timely filed or caused to be tunely filed 
(taking into account any extension of time in which to file) all material Tax Returns required to be filed by it. Such Tax Retums are trae, 
complete and correct in all material respects. Neither the Target nor any of its Subsidiaries is currently the beneficiary of any extension of time 
within which to file any income or other material Tax Retum other than extensions of time to file Tax Retums obtained in the ordinary course of 
business consistent witii past practice. All material Taxes due and owing by the Target and its Subsidiaries (whether or not shown on any Tax 
Retum) have been timely paid or, where payment is not yet due, the Target has made an adequate provision for such Taxes in the Target's 
financial statements (in accordance with GAAP). The Target's most recent financial statements reflect an adequate reserve (in accordance with 
GAAP) for all material Taxes payable by the Target and its Subsidiaries through the date of such financial statements. Neither the Target nor any 
of its Subsidiaries has incurred any Liability for material Taxes since the date ofthe Target's most recent financial statements outside the 
ordinary course of business or otherwise inconsistent with past practice. 

(b) Availability of Tax Returns. The Target has made available to Parent complete and accurate copies of all federal, state, local and 
foreign income, franchise and other material Tax Retums filed by or on behalf of the Target and its Subsidiaries for any Tax period ending after 
December 31,2009. 
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(c) Withholding. The Target and each of its Subsidiaries has withheld and paid to the applicable Govemmentai Entity each material Tax 
required to have been withheld and paid in connection with amounts paid or owing to any Target Employee, independent confractor, creditor, 
customer, stockholder or other party. 

(d) Encumbrances. There are no Encumbrances for material Taxes upon the assets of the Target or any of its Subsidiaries other than for 
permitted Encumbrances for which adequate reserves in accordance with GAAP have been made in the Target's financial statements. 

(e) Tax Deficiencies and Audits. No deficiency for any material amount of Taxes which has been proposed, asserted or assessed, in 
writing, by any taxing authority against the Target or any of its Subsidiaries remains unpaid, except for deficiencies contested in good faith by 
appropriate proceedings and for which adequate reserves in accordance with GAAP have been made in the Target's financial statements. There 
are no waivers or extensions of any statute of limitations currently in effect with respect to Taxes ofthe Targetorany of its Subsidiaries. Except 
as set fortti on Section 5.06(e) of the Disclosure Schedules, there are no audits, suits, proceedings, investigations, claims, examinations or other 
adminisfrative or judicial proceedings ongoing or pending with respect to any material Taxes ofthe Targetorany of its Subsidiaries. 

(f) Tax Jurisdictions. In the last four (4) years, no claim has been made in writing by any taxing authority in a jurisdiction where the 
Target or any of its Subsidiaries does not file Tax Retums that the Target or any of its Subsidiaries is or may be subject to Tax in that 
jurisdiction. 

(g) Tax Rulings. Neither the Target nor any of its Subsidiaries has received any private letter mling, technical advice memorandum or 
similar raling or memorandum from any taxing authority with respect to any material Taxes. 

(h) Consolidated Groups, Transferee Liability and Tax Agreements. Neither the Target nor any of its Subsidiaries, other than with 
respect to the group consisting solely of Target and one or more of its Subsidiaries, (i) has been a member of a group filing Tax Retums on a 
consolidated, combined, unitary or similar basis, (ii) has material Liability for Taxes ofany Person under Treasiuy Regulation Section 1.1502-6 
(or any comparable provision of local, state or foreign Law), as a fransferee or successor, by Contract, or otherwise, or (iii) is a party to, is bound 
by or has any material Liability under any Tax sharing, allocation or indemnification agreement or arrangement (other than customary Tax 
indemnifications contained in credit or other commercial agreements the primary purpose of which does not relate to Taxes). 

(i) Change in Accounting Method. Neither the Target nor any of its Subsidiaries has agreed to make, nor is it required to make, any 
adjustment under Section 481(a) ofthe Code or any comparable provision of state, local or non-U.S, Tax Laws by reason of a change m 
accounting method or otherwise. 

(j) Post-Closing Tax Items. Neither the Target nor any of its Subsidiaries will be required to include any material item of income in, or 
exclude any material item of deduction from, taxable income for any taxable period (or portion thereof) ending after the Closing Date as a result 
of any (i) "closing agreement" as described in Section 7121 ofthe Code (or any correspondingorsimilar provision of state, local or non-U.S. 
income Tax Law) executed on or prior to the Closing 
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Date, (ii) installment sale or open fransaction disposition made on or prior to the Closing Date, (iii) prepaid amount received on or prior to the 
Closing Date, (iv) election under Section 108(i) ofthe Code (or any correspondmg or similar provision state, local or non-U.S. Law), or 
(v) amount, as of the Closing Date, of deferred intercompany gain or of excess loss account described in Treasury Regulations under 
Section 1502 ofthe Code (or any corresponding or similar provision state, local or non-U.S. Law). 

(k) U.S. Real Property Holding Corporation. Neither the Target nor any of its Subsidiaries has been a United States real property 
holding corporation (as defined in Section 897(c)(2) ofthe Code) during the applicable period specified in Section 897(c)(1)(A) ofthe Code. 

(1) Section 355. Neither the Target nor any of its Subsidiaries has been a "distributing corporation" or a "confrolled corporation" (within 
the meaning of Section 355(a)(1)(A) ofthe Code) in connection with a disfribution that was puiported or intended to be govemed in whole or in 
part by Section 355 ofthe Code (i) in the two years prior to the date of this Agreement or (ii) in a distribution which is part of a "plan" or "series 
of related fransactions" (within the meaning of Section 355(e) ofthe Code) with the fransactions contemplated by this Agreement. 

(m) Reportable Transactions. Neither the Target nor any of its Subsidiaries has entered into any "listed fransactions" (within the meaning 
of Treasury Regulations Section 1.6011-4(b)(2)). 

(n) Section 409 A. All "nonqualified deferred compensation plans" (as defined in Section 409A ofthe Code and the Treasury Regulations 
thereunder) ofthe Target and its Subsidiaries subject to Section 409A ofthe Code are currently and at all times have been in both documentary 
and operational compliance with Section 409A ofthe Code and all applicable guidance (including the Treasury Regulations) promulgated 
thereunder. 

(o) Section 280G. Except as set forth on Section 5.06(o) of the Disclosure Schedules, neither the Target nor any of its Subsidiaries is a 
party to any agreement, confract, arrangement or plan that has resulted, or would result, separately or in the aggregate, in the payment of any 
"excess parachute payment" within the meanmg of Section 280G ofthe Code (or any corresponding provision of state, local or foreign Tax 
Law). 

(p) Tax Reimbursements or Gross-Up Payments . No Person is entitled to receive any additional payment (including any tax gross-up or 
other payment) from the Target or any of its Subsidiaries as a result of the imposition of excise Taxes required by Section 4999 of the Code or 
any Taxes required by Section 409A ofthe Code. 

Section 5.07 Intellectual Property . 

(a) Products and Services. Section 5.07(a) ofthe Disclosure Schedules accurately identifies and describes each Target Product. 

(b) Registered IP. Section 5.07(b) ofthe Disclosure Schedules accurately identifies: (i) each item of Registered IP in which the Target or 
its Subsidiaries has or purports to have an ownership interest ofany nature (whether exclusively, jointly with another Person, or otherwise); 
(ii) the jurisdiction in which such item of Registered IP has been registered or filed and the 
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applicable regisfration or serial number; (iii) any other Person that has an ownership interest in such item of Registered IP and the nature of such 
ownership interest; and (iv) each Target Product identified in Section 5.07(a) ofthe Disclosure Schedules that embodies, utilizes or is based 
upon or derived from (or, with respect to Target Products currently under development, that is expected to embody, utilize or be based upon or 
derived from) such item of Registered IP. The Target has provided to Parent complete and accurate copies of all applications, correspondence 
with any Govemmentai Entity, and other material documents related to each such item of Registered IP. 

(c) Inbound Licenses. Section 5.07(c) ofthe Disclosure Schedules accurately identifies each Contract pursuant to which any Intellectual 
Property Right or Intellectual Property (including hardware and software) is or has been licensed, sold, assigned or otherwise conveyed or 
provided to the Target or any of its Subsidiaries and that is material to its business (other than (i) licenses to generally available software code 
(other than development tools and development envfronments); (ii) data agreements under which the Target licenses market data; (iii) non
disclosure agreements entered into in the ordinary course of business and (iv) non-exclusive licenses to third-party software requiring annual 
payments in excess of $50,000). 

(d) Outbound Licenses. Other than non-exclusive licenses to customers. Suppliers and Channel Partners (in each case pursuant to written 
agreements entered into in the ordinary course of business). Section 5.07(d) ofthe Disclosure Schedules accurately identifies each Contract 
pursuant to which any Person has been granted any license under, or otherwise has received or acquired any right (whether or not currently 
exercisable) or interest in, any Target IP. The Target is not bound by, and no Target IP is subject to, any Confract containing any covenant or 
other provision that in any way limits or restricts the ability ofthe Target to use, exploit, assert or enforce any Target IP anywhere in the world. 

(e) Royalty Obligations. Section 5.07(e) ofthe Disclosure Schedules contains a complete and accurate list and description of all royalties, 
fees, commissions and other amounts payable by the Target or any of its Subsidiaries to any other Person (other than sales commissions paid to 
employees according to the Target's or its Subsidiaries standard commissions plans and commissions payable to Channel Partners in accordance 
with the terms of the applicable written Confract) upon or for the manufacture, sale or distribution of any Target Product or the use of any Target 
IP. 

(f) Standard Form IP Agreements. The Target has provided to Parent a complete and accurate copy of each standard form of Target IP 
Confract used by the Target or any of its Subsidiaries, including each standard form of (i) employee agreement containing any assignment or 
license of Intellectual Property Rights; (ii) consulting or independent confractor agreement containing any intellectual property assignment or 
license of Intellectual Property Rights; and (iii) confidentiality or nondisclosure agreement. Section 5.07(f) ofthe Disclosure Schedules 
accurately identifies each Target IP Confract currently in effect that deviates materially from the corresponding standard form in which an 
employee, consultant or independent confractor expressly reserved or retained rights in any Intellectual Property or Intellectual Property Rights 
incorporated into or used in connection with any Target Product or otherwise related to the businesses ofthe Target or its Subsidiaries. 
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(g) Ownership Free and Clear. Except as set forth on Section 5.07(g) ofthe Disclosure Schedules, the Target or its Subsidiaries 
exclusively owns all right, title and interest to and in the Target IP (other than Intellectual Property Rights exclusively licensed to the Target or 
its Subsidiaries, as identified in Section 5.07(c) ofthe Disclosure Schedules) free and clear ofany Encumbrances (other than licenses and rights 
granted pursuant to the Confracts identified in Section S.07(d) ofthe Disclosure Schedules and any other Permitted Encumbrances). Without 
liniiting the generality of the foregoing: 

(i) Perfection of Rights. All documents and instmments necessaiy to establish, perfect and maintain the rights of the Target and its 
Subsidiaries in the Registered IP have been validly executed, delivered and filed in a timely manner with the appropriate Govemmentai Entity. 

(ii) Employees and Contractors. Except as set forth on Section 5.07(g)(ii) ofthe Disclosure Schedules, each Person who is or was 
an employee or confractor ofthe Target or any of its Subsidiaries and who is or was involved in the creation or development ofany Target 
Product or Target IP has signed a valid, enforceable agreement containing an assignment of Intellectual Property Rights pertaining to such 
Target Product or Target IP to the Target or its Subsidiaries, as applicable, and confidentiality provisions protecting the Target IP. No current or 
former stockholder, officer, director or employee ofthe Target or any of its Subsidiaries has any claim, right (whether or not currently 
exercisable) or interest to or in any Target IP. No Target Employee is (a) bound by or otherwise subject to any Contract restricting him or her 
from performing his or her duties for the Target or its Subsidiaries or (b) in breach ofany Confract with any former employer or other Person 
conceming Intellectual Property Rights or confidentiality due to his or her activities as an employee ofthe Target or its Subsidiaries. 

(iii) Government Rights. No fimding, facilities or personnel ofany Govemmentai Entity or any public or private university, college 
or other educational or research institution were used, dfrectly or indirectly, to develop or create, in whole or in part, any Target IP. 

(iv) Protection of Proprietary Information. The Target and its Subsidiaries have taken all reasonable steps to maintain the 
confidentiality of and otherwise protect and enforce their respective rights in all trade secrets (if any) and confidential information pertaining to 
the Target, its Subsidiaries or any Target Product. Without limiting the generality ofthe foregoing, no portion ofany source code for any 
software currently owned by the Target or its Subsidiaries has been disclosed or licensed to any escrow agent or other Person. 

(v) Past IP Dispositions. Neither the Target nor its Subsidiaries has assigned or otherwise fransferted ownership of, or agreed to 
assign or otherwise fransfer ownership of, any material Intellectual Property Right to any other Person. 

(vi) Standards Bodies. Neither the Target nor any of its Subsidiaries is nor ever was a member or promoter of, or a contributor to, 
any industry standards body or similar organization that could require or obligate the Target or any of its Subsidiaries to grant or offer to any 
other Person any license or right to any material Target IP. 
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(h) Valid and Enforceable. All Target IP is valid, subsisting and enforceable. Without limiting the generality ofthe foregoing: 

(i) Misuse and Inequitable Conduct. Neither the Target nor any of its Subsidiaries has engaged in patent or copyright misuse or any 
fraud or inequitable conduct in connection with any Target IP that is Registered IP. 

(ii) Trademarks. Except as set forth on Section 5.07(h)(ii) ofthe Disclosure Schedules, no trademark or trade name owned, used, or 
applied for by the Target or any of its Subsidiaries conflicts or interferes with any ttademark or frade name owned, used, or applied for by any 
other Person. No event or cfrcumstance (including a failure to exercise adequate quality confrols and an assignment in gross without the 
accompanying goodwill) has occurred or exists that has resulted in, or could reasonably be expected to result in, the abandorunent ofany 
trademark (whether registered or unregistered) owned, used or applied for by the Target or any of its Subsidiaries. 

(iii) Orders and Deadlines. Each item of Target IP that is Registered IP is and at all times has been in compliance with all Orders 
and ail filings, payments and other actions required to be made or taken to maintain such item of Target IP in full force and effect have been 
made by the applicable deadline. Section 5.07(h)(iii) ofthe Disclosure Schedules accurately identifies and describes each action, filing and 
payment that must be taken or made on or before the date that is one hundred twenty (120) days after the date of this Agreement in order to 
maintain such item of Target IP in full force and effect. 

(iv) Interference Proceedings and Similar Claims. No interference, opposition, reissue, reexamination or other Legal Action is or 
has been pending or, to the Knowledge of Target, threatened, in which the scope, validity or enforceability ofany Target IP is being, has been, or 
could reasonably be expected to be contested or challenged, except with respect to the Target's or its Subsidiaries' pending patent applications. 
To the Knowledge of Target, there is no basis for a claim that any Target IP is invalid or unenforceable. 

(j) Third-Party Infringement of Target IP. To the Knowledge of Target, no Person has infiinged, misappropriated or otherwise violated, 
and no Person is currently infringing, misappropriating or otherwise violating, any Target IP. Section 5.07(i) ofthe Disclosure Schedules 
accurately identifies (and the Target has provided to Parent a complete and accurate copy of) each letter or other written or elecfronic 
communication or correspondence that has been sent or otherwise delivered by or to the Target, any of its Subsidiaries or any Representative of 
the Target or its Subsidiaries regarding any actiial, alleged or suspected infringement or misappropriation ofany Target IP, and provides a brief 
description ofthe current status ofthe matter referred to in such letter, communication or correspondence. 

(j) Effects of This Transaction. Except as set forth on Section 5.07(j) ofthe Disclosure Schedules, neither the execution, delivery, or 
performance of this Agreement (or any ofthe other agreements entered into pursuant to or in connection with this Agreement) nor the 
consummation of any of the ttansactioi^ contemplated hereby, with or without notice or lapse of time, result in, or give any other Person the 
right or option to cause or declare, (i) a loss of, or Encumbrance on, any Target IP; (ii) a breach of or default under any Target IP Confracts; 
(iii) the 
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release, disclosure, or delivery ofany Target IP by or to any escrow agent or other Person; or (iv) the grant, assignment, or transfer to any other 
Person ofany license or other right or interest under, to, or in any ofthe Target IP. 

(k) No Infringement of Third Party IP Rights. Neither the Target nor any of its Subsidiaries has ever infringed (directly, confributorily, 
by inducement, or otherwise), misappropriated, or otherwise violated or made unlawful usage ofany Intellectual Property Right ofany other 
Person or engaged in unfair competition. No Target Product, and no method or process used in the manufacturing of any Target Product, 
infiinges, violates or makes unlawful use ofany Intellectual Property Right of, or contains any Intellectual Property misappropriated from, any 
other Person. There is no legitimate basis for a claun ttiat the Target, any of its Subsidiaries or any Target Product has infringed or 
misappropriated any Intellectual Property Right of another Person or engaged in unfair competition or that any Target Product, or any method or 
process used ui the manufacturing of any Target Product, infiinges, violates, or makes unlawfiil use of any Intellectual Property Right of, or 
contains any Intellectual Property misappropriated from, any other Person. Without limiting the generality ofthe foregoing: 

(i) Infringement Claims. No infringement, misappropriation or similar claim or Legal Action is pending or, to the Knowledge of 
Target, threatened against the Target or any of its Subsidiaries or against any other Person who is or may be entitled to be indemnified, defended, 
held harmless or reimbursed by the Target or any of its Subsidiaries with respect to such Legal Action. The Target has not received any written 
notice, or, to the Knowledge of Target any oral notice, relatmg to any actual, alleged or suspected infringement, misappropriation or violation by 
the Target, any of its employees or agents, or any Target Product ofany Intellectual Property Rights of another Person, including any letter or 
other communication suggesting or offering that the Target obtain a license to any Intellectual Property Right of another Person. 

(ii) Other Infringement Liability. Except as set forth on Section 5.07(k)(ii) of the Disclosure Schedules, neither the Target nor any 
of its Subsidiaries is bound by any Confract to indemnify, defend, hold harmless, or reimburse any other Person with respect to, and has not 
otherwise assumed or agreed to discharge or otherwise take responsibility for, any existing or potential intellectual property infringement, 
misappropriation, or similar claim (other than indemnification provisions in the Target's or its Subsidiaries' standard forms of Target IP 
Confracts or in Confracts with customers, Suppliers or Charmel Partners entered into in the ordinary course of business). 

(iii) Infringement Claims Affecting In-Licensed IP. To the Knowledge of Target, no claim or Legal Action involving any 
Intellectual Property or Intellectual Property Right licensed to the Target or any of its Subsidiaries is pending or has been threatened, except for 
any such claim or Legal Action that, if adversely determined, would not adversely affect (1) the use or exploitation of such Intellectual Property 
or Intellectual Property Right by the Target or its Subsidiaries, or (2) the design, development, manufacturing, marketing, distribution, provision, 
licensing or sale ofany Target Product. 

(1) Bugs; Harmful Code. None ofthe software (includmg firmware and other software embedded in hardware devices) owned, developed 
(or currently being developed), used, marketed, distributed, licensed or sold by the Target or any of its Subsidiaries (including any 
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software that is part of, is disfributed with, or is used in the design, development, manufacturing, production, distribution, testing, maintenance or 
support of any Target Product, but excluding any third-party software that is generally avaflable on standard commercial terms and is licensed to 
the Target or any of its Subsidiaries solely for intemal use on a non-exclusive basis) (collectively," Target Software ") (i) contains any "back 
door," "drop dead device," "time bomb," "Trojan horse," "viras," or "worm" (as such terms are commonly understood in the software industry) 
or any other code designed or intended to have any ofthe following functions: (1) disrapting, disabling, harming or otherwise impeding in any 
manner the operation of, or providing unauthorized access to, a computer system or network or other device on which such code is stored or 
installed; or (2) damagmg or desfroying any data or file without the user's consent; (ii) contains any bug, defect, or error that materially and 
adversely affects the use, functionality, or performance of such Target Software or any product or system containing or used in conjunction with 
such Target Software; or (iii) fails to materially comply with any applicable warranty or other confractual commitment relating to the use, 
ftmctionality, or performance of such Target Software or any product or systems containing or used in conjunction wittb such Target Software. 
The Target has provided to Parent a complete and accurate list of all known bugs, defects and errors in the current version ofthe Target 
Software. 

(m) Source Code. The source code for all Target Software contains annotations and programmer's comments, and otherwise has been 
documented in a professional manner that is both: (i) consistent with customary code annotation conventions and best practices in the software 
industry; and (ii) sufficient to independently enable a programmer of reasonable skill and competence to understand, analyze, and mterpret 
program logic, correct errors and improve, enhance, modify and support the Target Software. No source code for any Target Software has been 
delivered, licensed or made available to any escrow agent or other Person who is not, as ofthe date of this Agreement, a Target Employee. 
Neither the Target nor any of its Subsidiaries has any duty or obligation (whether present, contingent, or otherwise) to deliver, license, or make 
available the source code for any Target Software to any escrow agent or other Person. No event has occurred, and no circumstance or condition 
exists, that (with or without notice or lapse of time) will, or could reasonably be expected to, result in the delivery, license, or disclosure ofthe 
source code for any Target Software to any other Person. 

(n) List of Open Source. Section 5.07(n) ofthe Disclosure Schedules accurately identifies and describes (i) each item of Open Source 
Code that is contained in, distributed with, or used in the development ofthe Target Products or from which any part ofany Target Product is 
derived, (ii) the applicable license for each such item of Open Source Code, and (iii) the Target Product or Target Products to which each such 
item of Open Source Code relates. 

(o) No Open Source Contamination. Except as set forth on Section 5.07(o) ofthe Disclosure Schedules, no Target Product contains, is 
derived from, is distributed with, or is being or was developed using Open Source Code that is licensed under any terms that (i) unpose or could 
impose a requirement or condition that any Target Product or part thereof (1) be disclosed or disfributed in source code form, (2) be licensed for 
the purpose of making modifications or derivative works, or (3) be redistributable at no charge, or (ii) otherwise impose or could impose any 
other material limitation, restriction, or condition on the right or ability of the Target or any of its Subsidiaries to use or distribute any Target 
Product. 
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(p) Disclosure of Current Target Privacy Policies. Section 5.07(p) ofthe Disclosure Schedules contains the most current Target Privacy 
Policy and each of its Subsidiaries, along with all prior versions of such Target Privacy Policies and the dates such prior versions were in effect. 

(q) No Security Breaches. Target has not experienced within the past three years any material dismption to, or material interraption in, 
the conduct of its business attributable to a defect, error, or other failure or deficiency of any system of Target or its Subsidiaries, except for such 
material disraptions or material intermptions that would not reasonably be expected to have, individually or in the aggregate, a Target Material 
Adverse Effect. Target and its Subsidiaries have taken all commerciaUy reasonable or confractually obligated measures to (i) secure the 
confidential and proprietary information ofthe Target and its Subsidiaries and each of their customers, channel partners, and other Persons m 
their possession or control (including, without limitation, any Personal Data) (collectively, " Sensitive Target Data ") and (ii) provide for the 
commercially reasonably or confractually obhgated back-up and recovery ofthe data and information stored or processed using the systems of 
Target and its Subsidiaries without material dismption or interraption to the conduct ofthe business ofthe Target or its Subsidiaries. 

(r) Written Security Programs . Each of Target and its Subsidiaries has established and is in material compliance with a written 
information security program that: (i) identifies intemal and extemal risks to the security ofthe Sensitive Target Data, including any personally 
identifiable information; (ii) implements, monitors and improves adequate and effective administrative, technical and physical safeguards to 
confrol those risks and safeguard the security, confidentiality, integrity, and availability of Sensitive Target Data; (iii) protects against 
unauthorized access to systems of Target and its Subsidiaries and Sensitive Target Data (including on the systems of third parties with access to 
such systems of Target and its Subsidiaries or Sensitive Target Data) and (iv) maintains notification procedures in compliance with Laws in the 
case ofany breach of security compromising data containing personally identifiable information. To the Knowledge of Target, (A) neither the 
Target nor its Subsidiaries have suffered or incurred a security breach or incident with respect to any system ofthe Target or its Subsidiaries or 
Sensitive Target Data and (B) there has been no unauthorized or illegal use of or access to any system ofthe Target or its Subsidiaries or 
Sensitive Target Data by any unauthorized third party. Neither Target nor its Subsidiaries have notified or been required to notify, any Person of 
any information security breach or incident involving Personal Data. 

(s) Compliance with Privacy Policies and Security Programs . Except as set forth on Section 5.07(s) ofthe Disclosure Schedules, the 
Target and its Subsidiaries have complied at all times and in all material respects with all ofthe privacy policies and security programs ofthe 
Target and its Subsidiaries. 

(t) No Violation Resulting from Execution. Neither the execution, delivery, or performance of this Agreement (or any ofthe ancillary 
agreements) nor the consummation of any of the transactions contemplated by this Agreement, nor possession or use of the User Data or any 
data or information in the Target databases or any fransfers of such data or information to any third party, will result in any violation ofany 
Target Privacy Policy or any Law pertaining to privacy, security, User Data, or Personal Data. 
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Section 5.08 Compliance; Anti-Corruption; Permits . 

(a) Compliance with Law. Except as set forth on Section S.08(a) ofthe Disclosure Schedules, the Target and each of its Subsidiaries is 
and, since January 1,2012, has been in compliance with, all Laws or Orders applicable to the Target or any of its Subsidiaries, except for such 
non-compliance that would not reasonably be expected to have, individually or in the aggregate, a Target Material Adverse Effect. Since 
January 1, 2012, no Govemmentai Entity has issued any written notice stating that the Target or any of its Subsidiaries is not in compliance with 
any Law, except where such non-compliance would not reasonably be expected to have, individually or in the aggregate, a Target Material 
Adverse Effect. The foregoing representations and warranties contained m this Section 5.08(a) do not apply to matters relating specifically to 
SEC filings, financial statements, disclosure confrols and procedures and intemal controls, undisclosed liabilities and Sarbanes-Oxley 
compliance, as to which only Section 5.04 applies, tax matters, as to which Section 5.06 applies, employee matters, as to which only 
Section 5.13 applies, or environmental matters, as to which only Section 5.15 applies. 

(b) Foreign Corrupt Practices Act. None ofthe Target, its Subsidiaries, or any of their respective owners, directors, officers, employees, 
disfributors, resellers, consultants, agents or other third party acting on behalf of the Target or a Subsidiary, has promised, offered, provided, 
attempted to provide, or authorized ttie provision of anything of value (including but not limited to payments, meals, entertainment, fravel 
expenses or accommodations, or gifts), dfrectly or indirectly through third parties, to any Person, including a Public Official or Entity, for the 
purpose of (i) obtaining or retaining business; (ii) influencing any act or decision of a foreign govemment official in their official capacity; 
(iii) inducing a foreign govemment official to do or omit to do any act in violation of their lawful duties; (iv) directing business to another 
Person; or (v) securing any advantage in a manner that would be a violation ofthe U.S. Foreign Corrapt Practices Act of 1977, as amended (the 
" FCPA ") or any applicable local, domestic or intemational anticormption laws. 

(c) Off-The-Books Transactions. None ofthe Target, its Subsidiaries, or any of their respective owners, dfrectors, officers, employees, 
disfributors, resellers, consultants, agents or other third party acting on behalf of the Target or a Subsidiary has used any Target fUnds to maintain 
any off-the-books fiinds or engage in any off-the-books fransactions or falsified any Target documents. 

(d) Government Investigations. The Target has not conducted any intemal or govemment-initiated investigation, or made a voluntary or 
involuntary disclosure to any govemmentai body or similar agency with respect to any alleged act or omission arising under or relating to any 
noncompliance with any anticormption Law, including the FCPA. 

(e) Anticormption Violations. There are no pending or, to the Knowledge of Target, threatened claims against the Target or any 
Subsidiaries with respect to violations ofthe FCPA or any applicable local, domestic, or international anticormption laws. 

(f) Permits. Except as set forth on Section 5.08(f) ofthe Disclosure Schedules, the Target and each of its Subsidiaries holds, to flie extent 
legally required to operate its businesses as such businesses are being operated as ofthe date hereof, all Permits, except for any Permits the 
failure of which to obtain or hold would not reasonably be expected to have, individually or in the aggregate, a Target Material Adverse Effect. 
No suspension or cancellation ofany Permits ofthe 
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Target or any of its Subsidiaries is pending or, to the Knowledge of Target, threatened, except for any such suspension or cancellation which 
would not reasonably be expected to have, individually or in the aggregate, a Target Material Adverse Effect. The Target and each of its 
Subsidiaries is and, since January 1, 2012, has been in compliance with the terms of all of its Permits, except where the failure to be in such 
compliance would not reasonably be expected to have, individually or in the aggregate, a Target Material Adverse Effect. 

Section 5.09 Export Controls. 

(a) Export Control Laws. The Target and its Subsidiaries are in compliance with U.S. Export Confrol Laws. The Target is not aware of 
any potential violations of U.S. Export Control Laws in connection with any past, current, or pending export fransactions. 

(b) Products. Section 5.09(b) ofthe Disclosure Schedules sets forth the trae, complete, and accurate export confrol classifications for each 
ofthe Target's products, services, software and technologies. 

(c) Approvals. The Target has obtained all material approvals or licenses necessary for exporting or providing its products in accordance 
with all applicable United States and non-U.S. export confrol laws. The Target has made available to Parent trae and complete copies of all such 
approvals or licenses. All such export approvals or licenses in the United States and throughout the world are valid, current, outstanding and in 
full force and effect. 

(d) Boycotts. The Target has not participated directly or indirectly in any boycotts or other similar practices in violation of, or triggering 
penalties under, the regulations ofthe United States Department of Commerce or Section 999 ofthe Intemal Revenue Service Code. 

(e) Embargoes. The Target has not provided, sold to, or otherwise fransferred, without any required approval from the U.S. Govemment, 
products, software, technology, or services, directly or indirectly, to (i) Cuba, Iran, North Korea, Sudan, Syria, or any other country against 
which the United States maintains economic embargoes, (ii) any instmmentality, agent, entity, or individual that is acting on behalf of, or 
dfrectly or indirectly owned or confrolled by, any Govemmentai Entity of such countries, (iii) nationals of such countries, or (iv) any 
organization, entity, or individual appearing on a U.S. Govemment list of parties with whom companies are prohibited from fransacting business 
including the Specially Designated Nationals & Blocked Persons List and Foreign Sanctions Evaders List, both mamtained by the U.S. Treasury 
Department's Office of Foreign Assets Control and the Denied Persons List, Entity List, and Unverified List, which are maintained by the 
Bureau of Industry and Security ofthe U.S. Department of Commerce (the " Prohibited Party Lists "). 

(f) Prohibited Party Lists. None of the Target, its Subsidiaries, or any of thefr respective officers, directors, employees, or agents appears 
on the Prohibited Party Lists. 

(g) Violations. The Target has not received any written communication from any Govemmentai Entity that alleges that the Target or any 
agent, employee, officer, or director thereof has violated, is not in compliance with, or has any material Liability under, any U.S. Export Confrol 
Laws. 

43 


