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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

B  Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 For the quarterly period ended
March 31, 2014; or

03 Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 For the transition period from
to

Commission file number: 041-34289

World Energy Solutions, Inc.

(Exact name of registr;mt as specified in its charter)

Delaware 04-3474959
(State or other jurisdiction of incorporation or organization) {L.R.S. Employer Identification Number)
100 Front Street

Worcester, Massachusetts 01608
(Address of principal executive offices)

508-459-8100

(Registrant’s telephone number, including avea code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the past 12 months (or for such shorter period that the registrant was required to file such reports); and (2) has been subject to
such filing requirements for the past 9¢ days, Yes = No [

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation $-T (§232.405 of this chapter) during the preceding 12 moenths (or
for such shorter period that the registrant was required to submit and post such files). Yes Ne O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definition of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act,

Large accelerated filer [ Accelerated filer B

Non-accelerated filer {0 Smalier reporting company X
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 0O No

As of May 2, 2014, the fegistrant had 12,630,250 shares of common stock outstanding.
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Item 1. Financial Statements

Current assets
“Cash'and.cash sguivalents-
Trade accounts rece:vable, net ,

WORLD ENERGY SOLUTIONS, INC,

PARTI1
FINANCIAL INFORMATION

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

“Accruedcompehsatlon"«: R
Accmed contmgent consllncleratlon

‘othér:Gimrent liabilities

" Related party subordinated notes payable -
Currept pq;tlon of long-term debt

Common stock, $0.0001 par value; 30,000, 000 shares authonzed
12,222,566 shares issued and 12,164,500 shares outstanding at Maerch
31, 2014 and 12,178,366 shares issued and 12,120,338 shares
outstandmg at December 31, 2013

Total liabilities and stockhiolders’ equity

58,066: shares at March 31, 2014 and 58 028 .
shares at:Décember3l; 2013
Total stockholders’ equity

March 31, December 31,
2014 2013
“(Unaudited) - SR
$ 2578970 . § 1,725,136

7,439,892 7,738,141
365,197 415770
895,350 901,350
. 586'829 . . 477406
11,869,238 11,257,803
558,052 573,778
7 147 934
Iy 1. 1. 1 AR ]
$ 50,763,997 § 51 079,462
S5 1421918 § 1,697,798
1,597,493 1,567,839
1,545,965 - 2,119.784
928,000 1 ooo 000
- 1,318482 1:242:274
4 438,499 3, 546 380
500,000 500,000
755,165 477,712
- 12:505;522: LO1ZS1I8T
5,244,835 5,522,288
-4,000:000.- - -4,000:000
3 714,029 3910 035
43764 - 14768
25,473,150 25 598,878
1,216 1,212
45,198,189, 44,894,961
(19,654,025) (19,156,245)
(259 533y - {259,344)
35,285,847 25,480,584
$ 50763997 § . 51,079:462

See accompanying notes to condensed consolidated financial statements,




WORLD ENERGY SOLUTIONS, INC,
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended March 31,
2014 2013
Revenue: . : o _ A ‘ — =
7 Brokerage comm1ss10ns transacnon fees and eﬁc:ency pro_]ects 3 4, 338 164 § 8,470,959
Management fees .. - , S S C182:089 - 186,523
9,520,353 8,657,482
2312313 2233151
7,208,040 6; 424 331
Operating expenses; - T IR S el DT R TR e
Sales and marketmg : 4,761,991 4 978 081
A e oo L o N Y-S, ) 684475;“‘ - 2061673
7, 446 466 7,039,754
"'(2'3“8"4'26) LT {(615;423)
(200 397) {202, 737)
- Oflier iftore’( (expense) ' _ S Co 083 L (7420)
Loss before i income taxes (434 780) (825,580}
ncomie tak éXpens o e s e ER000 - L 1315305
Net loss (49'7 780) $ (956,885)
. - Net1oss:pef commion shiife ~ basic.and diluited - Lo e Y TR B0 8T e 5 (0i08)
Weighted average shares outstanding — basic and diluted 12 133,752 11,966,108

See accompanying notes to condensed consolidated financial statements.




WORLD ENERGY SOLUTIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
{Unaudited)

Three Months Ended March 31,
2014 2013

Cash: flows from operating activities: - - R o : -
Netloss , . 3 (497780> 8 (956,885)
i its:to'Téconcile net loss to net cash provided by:operating‘activities: *: -~ - - . T M

1on and amomzanon

993 121 _ 1 038 934
o - o iese 145986
sal of properfy and equipment, . T L DL o s e e T TR ERR . 6,877
Non—cash interest expense on warrants related. to debt dxscount ) - 9,968

v",fs'tonaccruedconnngéntconsxdemnon ST T S L UL 9,863
Chan § in operating assets and liabilities: ‘

. “Frade‘accotints receivable, net - - - - .298.249- (3,754)

Jﬁ}fsaterx T L 50,573 (277,374)
X ! 3 ' B » ‘ o (55,748) - R *(70:949)
(275,880) 500,275
o Acended commudsions . i Tl L T L L 0 0 sE L 301942
Accrued compensatmn o § (573 819) . (531 422)
“7AGerued contingent congideration. " .. 0 Tl ey 000) o

76,113 7 (621 659)

696 1 -«53—:' o Y40

o £0 o 11001490
LTI 665397

Cash:flows frominyestimgiactivitiess: - © &) Wil o e e R
_ (Increase) decrease in other assets (80 036) 13 075
(TR T L g S . P . S (41 458) e u(9,2i_6)
(121 494) 3,859

84,(>§4 66,900
89y - U TED
- ~ (500,000)
LR 7:(1 43533)
(909) {5,143)

- Nk [ by , S _ ST TU8B:856 U (1:873,832)
Net i mcrease (decreasc) in cash and cash equwalents , _3_53’834 (1,204,576)
Cash and‘cash-equivalénts; beginning 6f period - Lo ‘ o . 1725136 - - 3,307:822
Cash and cash equivalents, end of period g 2578970 % 2,103,246
Suppiemental:Disclosure of Cash Flow. Iiiformation: o . S B R N
Net cash paid for interest $ 195,800
stcashpaid forincometaxes . . N S8 U300
Non-cash actl hes L
Eqmpmentacqulred undercapital leases : e 8 e B 21416,

233,420
Lo 2E30I550

[

&

See accompanying notes to condensed consolidated financial statéments.




WORLD ENERGY SOLUTIONS, INC,
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{Unaudited)

March 31, 2014

1.  Nature of Business and Basis of Presentation

World Energy Solutions, Inc. (“World Energy” or the “Company”) offers a range of energy management solutions to commercial and
industrial businesses, institutions, wtilities, and governments to reduce their overall energy costs. The Company comes to market with a holistic
approach to encrgy 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 m ark on the industry with an innovative
approach to procurement via its online auction platform, the World Energy Exchange ®. With recent investments and acquisitions, World Energy
is bqilding out its energy efficiency practice engaging new customers while also pursuing more cross-selling opportunities for its procurement
services.

2. Imterim Financial Statements

The December 31, 2013 condensed consolidated balance sheet has been derived from audited consolidated financial statements and the
accompanying March 31, 2014 unaudited interim condensed consclidated financial statements have been prepared pursuant to the rules and
regulations of the Securities and Exchange Commission (“SEC™) regarding interim reporting. Accordingly, they do not include all of the
information and footnotes required by accounting principles generally accepted in the United States of America (“GAAP™) for complete
financial statements and should be read in conjunction with the audited consolidated financial statements included in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2013, as filed with the SEC on March 31, 2014.

In the opinion of the Company’s management, the unaudited interim condensed consolidated financial statements have been prepared on
the same basis as the audited consolidated financial statements and include all adjustments consisting of normal recurring adjustments and
accruals necessary for the fair presentation of the Company’s financial position as of March 31, 2014 and the results of its operations and cash
flows for the three months ended March 31, 2014 and 2013, respectively. The results of operations for the three months ended March 31, 2014
are not necessarily indicative of the results to be expected for the fiscal year ending December 31, 2014.

The preparation of financiat statements in conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from these estimates,

The Company’s most judgmental estimates affecting its condensed consolidated financial statements are those relating to revenue
recognition and the estimate of actual energy delivered from the bidder to the lister of such energy; s tock-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
ag it relates to the realization of our net deferred tax assets. The Company regularly evaluates its estimates and assumptions based upon historical
experience and various other factors that the Company 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 the extent actual results
differ from those estimates, future results of operations may be affected.

3. Loss Per Share

As of March 31, 2014 and 2013, the Company only had one issued and outstanding class of stock — common stock. As a result, the basic
loss per share for the three months ended March 31, 2014 and 2013 is computed by dividing net loss by the weighted average number of
common shares cutstanding for the period.




The following table provides a reconciliation of the denominators of the Company’s teported basic and diluted earnings per share
computation for the three months ended March 31, 2014 and 2013, respectively:

For the Three Months Ended March 31,

- 4 2014 2013
Weighited miimber. 6f comimion:shares - basic - o ' ) 12,133,752 - "T11966;108
Common stock equivalents o — —
Weighited number of cominon-and comihon eqiiivalent shates - diluted’ e o 12,133:752 - o . 11,966,108

The computed loss per share does not assume conversion, exercise, or contingent exercise of securities that would have an antidilutive
effect on Joss per share. As the Company was in a net loss position for the three months ended March 31, 2014 and 2013, all common stock
equivalents in those periods w ere anti-dilutive.

For the three months ended March 31, 2014, 722,429 , 49,545 and 265,750 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 the three months ended March 31, 2013, 755,506, 49,545 and 145,000 shares issuable relative to common stock options, common stock
watrants and restricted stock, respectively, were excluded from net [oss per share since the inclusion of such shares would be anti-dilutive. The
Company did not declare or pay any dividends in 2014 or 2013,

4.  Concentration of Credit Risk and Oft-Balance Sheet Risk

Financial instruments that potentially expose the Company to concentrations of credit risk consist principally of cash and cash equivalents
and trade accounts receivable. The Company has no material off-balance sheet risk such as foreign exchange contracts, option contracts, or other
foreign hedging arrangements, The Company places its cash and cash equivalents with two institutions, which management believes are of high
credit quality. As of March 31, 2014, all of the Company’s cash and cash equivalents are held in interest bearing accounts.

The Company provides credit in the form of invoiced and unbilled accounts receivable in the normal course of business. Collateral is not
required. for trade accounts receivable, but ongoing credit evaluations are performed. While the majority of the Company's revenue is generated
from retail energy transactions where the winning bidder pays a commission to the Company, commi ssion payments for certain auctions can be
paid by the lister, bidder or a combination of both.

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

Revenue for the three months

ended Trade accounts receivable as of
March 31, March 31,
Bidder 2014 2014 2013
¢ | % 11% 12%
G. e S R RN /3 C L% crmie DL 2%

Two biddeérs - merged at the end of 2013 and have been combined for presentation purposes above, 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 environmental needs. These listers are primarily large busines ses and government organizations and do not have a direct creditor relationship
with the Company. For the three months ended March 31, 2014 and 2013, no lister represented more than 10% individually of the Company’s
aggregate revenue,

5.  Trade Accounts Receivable, Net

The Company does not invoice bidders for the commissions eamed on retail electricity, certain natural gas and demand response
transactions and, therefore, 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 contracted commission
rafes.




The Company generally invoices bidders for commissions earned on wholesale and a substantial portion of retail natural gas transactions
as well as energy efficiency customers, which are reflected as billed accounts receivable. For natural gas and wholesale transactions, the total
commission earned oh these transactions is recog nized upon completion of the 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, the Company invoices the bidder, lister or combination of both for certain auctions performed for
environmental commaodity product transactions. These transactions are earned and invoiced either upon lister acceptance of the auction results
of, in some cases, upon delivery of the credits or cash settlement of the transaction. Management provides for an allowance for doubtful 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, write-offs have not been material. Trade accounts receivable, net consists of the following:

_ March 31, 2014 December 31, 2013
Unbilledacoounts receivable . .- . . . F 00 T G606ATT- § 0 - . 6070227
Bil_lgd accounts receivable 1,208,660 1,893,093
CUVCITTELOCTI e TR sl e 81063320
Allowance for doubtful accounts (375,179) {325,179
"' Trade actounts réceivable;net -~ - - . T g e e T A3980) - 8§ L 7384

6.  Inventory

Inventory is maintained in the Company’s Energy efficiency services segment and consists of prepaid expendables and project materials,
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 current 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
inventory was recorded at March 31, 2014 or December 31, 2013. Project materials represent direct costs incurred on projects-in-process as of
each reporting period. Inventory consists of the following:

March 31, 2014 December 31, 2013
360,207
4157170

7. Intangibles, Net

Intangibles, net with finite lives are summarized as follows as of March 31, 2614 and December 31, 2013:

March 31, 2014 December 31, 2013
Estimated Useful  Carrying Accumulated Carrying Accumulated
Amount  Amortization Net Amount  Amortization Net
Customercoftracts” - [-4yedrs™ - §75276/000° $°3393,000° § 1,883,000+8.:5,276,000° 5 3;017,000 -§' 2,259,000.
Customer relationships 7 - 10 years 13,792,000 5,166,000 8,626,000 13,792,000 4,812,000 8,980,000
Nori: Ggieements - Syeas’ - | 2585000 - L,091000° 1,494,000 - 25585]000. . . 962,000. - 1;623,000
4 years 1,090,000 562,000 528,000 __ 1,090,000 494,000 596,000
o S ‘$-f22=”!.143§000::$,;>‘~110!r2-1z2=!000;'$=1«2§53.1;'000,,532-2‘!'743'!'000, $ 9,285,000 $13;458;000

The Company also recorded acquisition related intangible assets with indefinite lives in the amount of $1,736,000 pertaining to customer
relationships, which is not reflected in the above tables,




Amortization expense was approXimately $927 ,000 and $975,000 for the three months ended March 31, 2014 and 2013, respectively. The
approximate future amortization expense of intangible assets is as follows:

Remiifiderof 20147 - .7~ -0 oo o s T 8 L -23443,000
2015 o | 2,801,000
2017 _ ) _ N ) o o - 1273 000
2019 and thereaﬁcr 2 683 000

. o : SR 212:531,000

8.  Deferred Revenue and Customer Advances

Deferred revenue and customer advances arise when energy suppliers pay the Company a commission prior to the Company meeting all
the requlrements necessary to recognize revenue. In addition, deferred revenue and cust omer advances includes cash received for Energy
efficiency services projects that have not been completed. Deferred revenue and customer advances expected to be recognized as revenue by
year are approximately as follows:

‘ _ Amount
Remainderof 2014, - ~ - .0 .. .o o . L s T Ayaeagng
2015 AR, . 2,668,000
2016: et T T L e S T e T s T e T s STEE000
2017 _ 325,000
BTG andtheredfior =37 o 0 T e e D e T L s G000
Total deferred revenue and customer advanccs 3 8,153,000

The following table provides a rollforward of deferred revenue and customer advances:

; Amount
Balance abJanbay' L, 2014 © © o .. ... gTuoopaseses
: ) 1 920,000
Revenvierécognized .. - . .. . : R S ' . (1223:000)
Balance at March 31 2014 3 8,153,000

9.  Segment Reporting

The Company operates its business based on two industry segments: Energy procurement and Energy efficiency services. The Company
delivers its Energy procurement services to four markets: retail energy, wholesale energy, demand response and environmental commodity. The
Energy procurement process is sub stantially the same regardless of the market being serviced and is supported by the same operations personnel
utilizing the same basic technology and back office support. There is no discrete financial information for these product lines nor are there
segment managers who have operating responsibility for each product line, Energy efficiency services focuses on turn-key electrical, mechanical
and lighting energy efficiency measures servicing commercial, industrial and institutional customers.

Segment operating income represents income from operations, including share-based compensation, amortization of intangible assets and
depreciation. The following tables present certain continuing operating division information in accordance with the provisions of Accounting
Standards Codification (“ASC") 280, “Segment Reporting” .




Three Months Ended March 31,

o B 2014 2013
Clonsolidated revenue from external customers: ' IR o SR R
Energy procurement _ _ $ 7 969 644 $ 7 421 ]59
Eriergy efficiency services : L ' : 1850700 0 1,936.323
Censolidated total revenue $ 9 520 353 3 8 657 482
Consolidated loss before ingome taxes: .+ -~ -~ -~ . . T LTEr T ST
Ener ent 3 (160 425) $ (625 539)
Energy efficiency services - - - - S : T S : 5 (274355) . . 4300 041)
Consolidated loss before income taxes 3 (434,780 3 (825,580)

Three Months Ended March 31,

_ o 2014 2013

Ejigigy Prociiremeit: R s
Amortization 900921 § 943, 976
Dipregiation: - - ¢ 46,059+ 48,564
Interest expense, net 200,397 202 737
Energy Efiiéiency Services: .~ ..~ sl
Amomzatmn 39 289

27105,

Intcrest expense net

‘ - March 31 2014 Decembersl, 2013
Consolidated total dssets: SR e :

3 45 341 888 $ 44 898 931
: CHICIE TViC e - CLTa e L L LUSARRN09 o v 680531
Consolidated total assets 3 50,763,997 3 51,079,462

10. Fair Value Measurement and Fair Value of Financial Instruments

The Company follows ASC 820, “ Fair Value Measurements and Disclosures * (“ASC 820") for fair value measurements. ASC 820
defines fair value, establishes a framework 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
transfer a liability in an orderly transaction 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 inputs used in the valuation of an asset or liability 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
liabilities (Level 1) and the lowest priority to uncbservable inputs (Level 3).

Level 1 - Pricing inputs are quoted prices available in active markets for identical investments as of the reporting date. As required
by ASC 820, 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 full term through corroboration with observable market data. Level 2 includes investments valued at quoted prices
adjusted for legal or contractual restrictions specific to these investments.

Level 3 - Pricing inputs are unobservable for the investment, that js, 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 matrket activity.




Assets and liabilities of the Company measured at fair values on a recurring basis as of March 31, 201 4 and December 31, 2013 are
summarized as follows:

March 31 2014 Levell Level 2 Level3
Liabilities .-, - L e T : EUATIE S e e T e T Tu
_Contgngent cons1deratmn - _ $ 928 000 $ $ 928 000
i L e T 08000 B = § 928,000

December 31,

2013 Level 1 Level 2 Level 3
Liabilities: ; T DR S ST T T T T R e BN
Contmgent consnderatnon ) 1 000 000 $ — % — 3 1 000 000
Total Liabilities .=~ o ‘ : $00 000,000 F S i s 0T 0t §e - TF000;000.

The Company determines 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. Changes to the fair value of contingent consideration are recorded in general and
administrative expense. The Company settled its contingent consideration obligations subsequent to quarter end. As part of the settlement, the
Company issued 200,000 shares of common stock to GSE Consulting, L.P. (“GSE") that had a fair value of $928,000 on the date of issuance.

The following table provides a roliforward of the fair vaiue, as determined by Level 3 inputs, of the contingent consideration.

Three Months Ended
i e ) March 31 2014
Beginningbalance: 1y o U T b : ST T e e e T T L H000,000.
Addmons N o A _ —_
| (2000

Eﬁd-i;‘;éi,aiéﬁcé R T B e . . W ,S bt et S 928’9(;0

The carrying amounts and fair values of the Company’s debt obligations are as follows:

March 31, 2014 - December 31, 2013

Carrying Value Fanr Value Carrymg Value Fair Value ]
$ 7 776,000,000-7 8T 6:000:000 - 87 7 6:000:0007 826,000,000

‘ 4,000,000 000,000 4,000,000 4,000,000
fiotes payable . - . o SG00001 s B00000" 5 1 5000007 2 5 560,000
Total debt obligations $ 10500000 $ 10,500,000 $ 10,500,000 T 500,000

The carrying 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 borrowings. The interest rate on the Commerce Bank and
Trust Company {“Commerce”) debt is tied to the prime rate and will fluctuate with changes in that rate. Related party notes payable are
classified as short-term on the Company’s accompanying co ndensed consolidated balance sheets.

11. Credit Arrangements
Credit Facility

The Company has a $8.5 million credit facility with Commerce consisting of a revolving credit facility of up to 32.5 million (the
“Revoiver”) that matures on December 30, 2016 and a 60-month term loan of $6.0 million (the “Term Loan”).

The Revolver bears interest at the prime rate plus 1.75% (totaling 5% at March 31, 2014) 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
eligible billed and unbilled accou nts receivable (less the aggregate outstanding on any letters of

10




credit). There have been no borrowings under the Revolver, The Term Loan bears interest for the first 6 months at the prime rate plus 2.75%
(totaling 6% at March 31, 2014), 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. 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 maturity.

Subordinated Notes

On October 3, 2012, the Company entered into a Note Purchase Agreement with Massachusetts Capital Resource Company (“ MCRC™,
in which the Company entered into an 8-year, $4 million Subordinated Note due 2020 with 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 commencing October 31, 2016, The
Company 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 facility with Commerce and contains a Minimum Fixed
Charge Ratio covenant that the Company is in compliance with at March 31, 2014.

12, Commitments and Contingencies

Litigation

Two former employees/consultants of GSE have filed two separate complaints in Texas County Court alleging, among other things,
claims related to breach of contract, quantum meruit, 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 C ompany’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. The Company denies the allegations and has 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. The
Company has also filed a counterclaim against one of the plaintiffs for her breach of a non-competition and non-solicitation agreement, based on
her working for a competitor of the Company's during her one-year restrictive period and her improper solicitation of former GSE customers on
behalf of the competitor. The plaintiffs have also asserted claims against the GSE affiliates and their individual principals, The court has
asyigned a trial date of September 29, 2014 for one of the cases. The remaining case is awaiting assignment of a trial date. The Company’s
motion for summary judgment seeking dismissal of all claims against one of the two plaintiffs has been denied. The Company’s motion for
summary judgment against the other plaintiff has been filed and is awaiting oral argument.

The Company has estimated the potential commissions aliegedly due to the two plaintiffs to be approximately $0.3 million. The Company
has not recorded any accrual for contingent liabilities assaciated with these legal proceedings based on its belief that any potential los s, while
reasonably possible, is not probable. The Company intends to continue to defend these actions vigorously and is currently unable to estimate a
range of payments, if any, it may be required to pay, with respect to these claims. Further, the Company believes that the resolution of these
matters will not result in a material effect to its condensed consolidated financial statements. However, due to uncertainties that accompany
litigation of this nature, there could be no assurance that the Company will be successful, and the resolution of the lawsuits could have a material
effect on its accompanying condensed consolidated financial statements.

In addition, the Company had filed cross claims against GSE for indemnification under the Asset Purchase Agreement in each of the
plaintiffs’ cases. The GSE affiliates and principals had also asserted cross claims against the Company seeking indemnification under the Asset
Purchase Agreement. In December 2013, GSE had amended its cross claims in one of the maiters to include claims asserting breach of the
eamnout provisions in the Asset Purchase Agreement. Subsequent to quarter end, the Company and GSE settled all claims against each other
related to these lawsuits and the earnout provisions and filed with the court agreed motions to dismiss all claims against one another. The
settlement calls for the Company to issue 200,000 shares of common stock to GSE and its affiliates that had a fair value of $0.9 million on the
date issued. This amount is reflected as a current liability in accrued contingent consideration as of March 31, 2014.

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 liabilities, including lawsuits, management believes that the agg regate amount of such liabilities, if any, will not have a material
adverse effect on its condensed consolidated financial position and/or results of operations. Tt is possible, however, that future financial position
or results of operations for any particular period could be materiaily affected by changes in the Company’s assumptions or strategies related to
those contingencies or changes out of its control.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This quarterly report on Form 10-Q including this Item 2, comtains forward-looking statements within the meaning of Section 274 of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, which involve risks and uncertainties.
Readers can identify these statements by forward-looking words such as “may,” “could,” “should,” “would,” “intend,” “will,” “expect”
“anticipate,” “believe,” “estimate,” “continue or similar words. Our actual results and the timing of certain events may differ significantly
from the results and timing discussed in the forward-looking statements. Factors that could cause or contribute to such differences include, but
are not limited to, those discussed o referred to in this report and in the “Risk Factors” section of our Annual Report on Form 10-K and any
later publicly available filing with the Securities and Exchange Commission (“SEC”). The following discussion and analysis of our financial
condition and results of operations should be read in light of those factors and in conjunction with our accompanying condensed consolidated
financial statements and notes thereto,

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. We come to market with 2 holistic approach to energy management helping customers a)
contract for 2 competitive price for energy, b) engage in energy efficiency projects to minimize q uantity used and ¢) pursue available rebate and
incentive programs. We made our mark on the industry with an innovative approach to procurement via our online auction platform, the World
Energy Exchange ® . With recent investments and acquisitions, we are building out our energy efficiency practice by engaging new customers
while alse pursuing more cross-selling opportunities for our procurement services.

We 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

t0 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) the customer can earn. 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. We assert that point solution vendors may optimize one of the three elements, but
we believe it takes looking at the prablem holistically to unlock the most savings.

Acquisitions are an important component of our business strafegy. 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.

During the fourth quarter of 2012, we acquired substantially 2]l of the 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 members, NEP
was a Connecticut based energy man agement and procurement company. During the third and fourth 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 fwo business segments: Energy procurement and Energy efficiency services.

Our business model is heavily dependent on our people. We have significantly grown our employee base from 20 at the time of our initial
public offering in November 2006 to 12 7 at March 31, 2014. This planned investment in staffing has been, and will continue to be, a key
component of our strategic initiatives and revenue growth. These infrasfructure investments wilf resuit in increased operating costs in the short-
term, but in the long-term we expect them to generate cash flow and profitability as we build incremental revenue. To date we have funded our
acquisitions and strategic investments primarily with cash on-hand, notes payable, cash from operations and long-term debt. We have also
deferred portions of the purchase prices through the use of eamouts that are tied to the ongoing performance of the acquired entity. Through the
utilization of seiler notes and earnouts, 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 both in the short and long-term and may require us to borrow against our
current credit facility and/or raise funds through additional capital raises,
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Operations

Revenue

Retail Electricity Transactions

We earn a monthly commission on energy sales contracted through our online auction platform from each bidder or energy supplier based
on the energy usage transacted between the 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 between the
energy supplier and energy consumer multiplied by our contractual commission rate. Qur contractual comm ission 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 run the respective auction and competitive factors, among others. Once the contractual 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
of the contractual term regardless of energy usage. Energy consumers provide us with a letter of authorization to request their usage history from
the local utility. We then use this data to compile a usage profile for that energy consumer that will become the 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 future.
These fluctuations are primarily due to the buying patterns of our wholesale and natural gas customers, which tend to have large, seasonal
purchases during the fourth and first quarters and electricity usage having higher demand in our second and third quarters, In addition, the
activity levels on th ¢ World Energy Exchange ® can fluctuate due to a number of factors, including market 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 of operations may be affected. Contracts between energy suppliers
and energy consumers 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 government contracts typically having two to three year terms.

We do not invoice our electricity energy suppliers for monthly comniissions earned and, therefore, we report a substantial portion of our
receivables as “unbilled.” Unbilled accounts receivable is based on 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 first
component represents energy usage for which we have received actual 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 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
nat received actual data, but for which we have estimated usage. Commissions paid in advance by certain bidders are recorded as deferred
revenue and amortized to commission revenue on a monthly basis on the energy exchanged that month.

Retail Natural Gas Trangactions

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 major ity of our natural gas transactions, we bill the supplier upen 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 energy consumers and are
generally billed on a monthly basis for services rendered based on terms 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 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 energy usage transacted between the energy
supplier and energy consumer. The commissions are not based on the retail price for electricity but rather on the amount of energy consumed.
Com missions 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 earned 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 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 electricity supplier of the end-users power usage and electricity supplier’s subsequent collection of the fees billed to the end
user. The verification is generally accompanjed 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 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 we do
not receive actual usage data from the energy supplier, we will recognize revenue at the end of the contract flow date.

Demand Response Transactions

Demand tesponse transaction fees are recognized when we have received confirmation from the demand response provider (“DRP™) that
the energy consumer has performed under the applicable Regional Transmission Organization (“RTO™) or Independent System 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 the PJM Interconnection (“PJM™), 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 the PIM 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 of
the revenue we recognize is reflected as unbiiled accounts receivable,

Wholesale and Environmenial 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.

Environmental commodity transaction fees are accounted for utilizing two primary methods. For regulated allowance programs like
Regional Greenhouse Gas Initiative, Inc, ("RGGI™), fees are paid by the lister 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 underlying 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 cost reimbursement. Once the utility a pproves fumding for the project, we install the equipment, typically new
heating, ventilation or air conditioning equipment, or replace lighting fixtures to more efficient madels. 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 of the online auction and maintenance of market-related data on our
auction platform and monthily management fees (our supply desk function);

project costs including direct labor equipment and materials directly associated with efficiency projects; and
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®  rent, depreciation and other related overhead and facility-related costs.
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;
®  third party coramission expenses to our channel partners;

¢ travel and related expenses;

*  amortization related fo customer relationships and contracts;

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

¢ general marketing costs such as trade shows, marketing 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 other professional fees; and

*  rent, depreciation and other related overhead and facility-related costs.
Interest expense, net
Interest expense, net consists primarily of:

. interest income earned on cash held in the bank; and

*  interest cxpense related to bank ferm [oans, notes payable and contingent consideration.

Income tax expense

Income tax expense reflects the release of our deferred tax assets to apply to projected annualized taxable income, federal alternative

minimum tax liability and state income taxes.
Resuits of Operations
The following table sets forth certain items as a percent of revenue for the periods presented:

For the Three Months Ended March 31,

2014 2013
ST 00 < T TR 00 %
24 26
£l T 76 .
General anci admmlstmtwe 29 24
Operating lofs - @) M
Other expense, net ) @)
Tncome taxéxpense: = - - _ 0 i e (2
Net loss (5%) (11%)
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Comparison of the Three Months Ended March 31, 2014 and 2013

Revenue
For the Three Months Ended
March 31,
A 2014 2013 Increase
Energy procuremient .~ . - - S STTTO8Y9M S 21159 87548485 - 1%
Energy efﬁc1ency serv:ces ' 1,550,709 1,236,323 314,386 25
. Total révenue- L . if’:’,:—_f‘if9:%5202353;_’ C$:. 81657482 5.0 7 862,871 . 10%

Revenue increased 10 % for the three months ended March 31, 2014 as revenue from both segments increased as compared to the same
period in 2013, Energy procurement segment revenue increased 7% due to increased revenue in our retail produet line from both our auction and
mid-market customers., These increases were partially offset by decreases in wholesale and gas transaction activity in the fitst quarter of 2014 as
increased commodity prices during the quarter resulted in delayed contractmg decisions by listers. Energy ef’ﬁcnency services segment revenue
increased 25% as the reorganization of the Massachusetts sales team in 2013 resulted in increased revenue in the NSTAR territory in
Massachusetts in the first quarter of 2014.

Cost of revenue
For the Three Months Ended March 31,
2014 2013
% of % of
S ' 7 $ Revenue 3 Revenue Increase (Decrease)
Energyprocuremignt ~ -+~ . C LU UEULE0485371 T13% 8248303 T A1T% T EQO132Y- T T (16%)
Energy.efficiency services | , _1&@9;42 N §.2, —M SUR 7 29
- Totakcostof revenne.” .- . -, - Lot B3Iy .:'.‘24%“§$‘~-12;233‘§151:. L 26% ‘»e795162 L 4%

Cast of revenue increased 4 % for the three months ended March 31, 2014 as compared to the same period in 2013 primarily due to
increases in equipment, material and labor costs associated with projects completed by our Energy efficiency services segment, Cost of revenue
for our Energy procurement segment decreased 16% due to decreases in payroll reflecting our integration, automation and reorganization efforts.
Cost of revenue associated with our Energy procurement segment as a percent of revenue decreased by 4% primarily due to the cost decreases
described above and, to a lesser extent, the 7% increase in Energy procurement revenue. Cost of revenue associated with our Energy efficiency
services segment increased 29% primarily due to an increase in project costs agsociated with the 25% increase in revenue. Cost of revenue
associated with our Energy efficiency services sepment as a percent of revenue increased by 2% primarily due to slightly lower contribution
margins on projects completed in the first quarter of 2014.

Operating expenses
For the Three Months Ended March 31,
2014 - 2013
% of % of
7 ) Revenue § Revenue‘ Incre_a;e (Decrease)
Sales and'marketing: -~ -~ .- . - . 84761991 T T:.750% $4,978;081 ¢ C5T% 0§ 216:090) T (4%)
General a‘?d,a@. i 2,684,475 29 2,061,673 7 24 622,802 30
.- Total opefating ekperises "+ ~ . . $7446466 - 7T9% $7,039754 - - 81%-§.406712 . 6%

Sales and marketing expenses de creased 4% for the three months ended March 31, 2014 as compared to the same period in 2013
primarily due to decreases in internal commissions and amortization of intangible assets. Internal commissions decreased due to the change in
commission policy for our mid-matket group we impiemented in the second quarter of 2013. Under the revised policy, we continued to pay
commissions based on cash received from mid-market transactions that are deferred for revenue purposes and provided for a bookings bonus to
offset the impact of the change in our policy. We converted the bookings bonus to a draw program in 2014, eliminating that component of
commission expense. Amortization expense related 10 intangible assets decreased as certain intangible assets related to our acquisitions became
fully amortized in 2014, Sales and marketing expense as a percentage of revenue decreased 7% due to the decrease in costs described above, and
the 10% increase in’total revenue.

The 30 % increase in general and administrative expenses for the three months ended March 31, 2014 as compared to the same period in
2013 was primarily due to increased legal and consulting costs of approximately $0.4 million primarily related to a sharcholder action during the
first quarter of 2014, In addition, payroll costs increased due to investments in our product development

16




team. General and administrative expenses as a percent of revenue increased 5% primarily due to the cost increases described above, partially
offset by the 10% increase in tota] revenue.

Other income {expense), net

Net interest expense was approximately $0.2 million for the three months ended March 31, 2014 and March 31, 2013, respectively, as our
outstanding indebtedness and interest rates were relatively the same for both periods.

Income tax expense

We recorded income tax expense of approximately $0.1 million for the three months ended March 31, 2014 and March 31, 2013,
respectively. In the first quarter of both periods income tax expense reflects a deferred tax. provision, federal alternative minimum tax liability
and state income taxes.

Net loss

We reported a net loss of approximately $0 .5 million for the three months ended March 31, 2014 and a net loss of approximately $1.0
million for the three months-ended March 31, 2013. The net loss decreased $0.5 million primarily due to the increase in revenue, improved gross
margin and the decrease in sales and marketing expenses. These reductions in net loss were partially offset by the increase in general and
administrative expense.

Liquidity and Capital Resources

At March 31, 2014, we had no commitments for material capital expenditures. We have identified and executed against a number of
strategic initiatives that we believe are key components of our future growth, including: making strategic acquisitions; entering into other
energy-related markets including energy efficiency; expanding our community of listers, bidders and channel partners on our exchanges;
strengthening and extending our long-term relationships with government agencies; and growing our direct and inside sales force. As of
March 31, 2014 our workforce numbered 127, an increase of one from the number that we employed at December 31, 2013. At March 31, 2014,
we had 59 professionals in our sales and marketing and account management groups, 41 in our supply desk group and 27 in our general and
administrative group.

We paid $10.4 million to acquire three businesses in 2011 through the use of cash on hand, cash flow from ongoing operations as well as
cash flow generated by the acquisitions. In addition, we have paid $6.7 million in seller notes and contingent consideration bringing the total
cash paid for the 2011 acquisitions to $17.1 million. We borrowed $8.0 million in long-term bank debt to acquire NEP in October 2012 and
entered into a $2.0 million seller note with NEP. While the expansion/addition of these debt instruments significantly increased our
commitments, we believe we have the resources to meet both our short- and long-term obligations under these arrangements based on cash on-
hand, operating cash flows from our base business and cash expected to be generated from all of our acquired businesses. During 2013, we paid
an additional $1.3 million in cash related to NEP contingent consideration and $1.5 million against the NEP seller note. As of March 31, 2014
we have substantially retired all of our obligations related to these acquisitions, We have $0.9 million of accrued contingent consideration
recorded within current liabilities related to the GSE acquisition and $0.5 million remaining on the NEP Seller note that was due April 1, 2014,
Subsequent to quartet end we repaid the remaining $0.5 million NEP Seller note and settled all outstanding eamnout claims with GSE by issuing
200,000 shares of common stock, which had a fair value of approximately $0.9 million. During the first three months of 2014 we generated cash
flow from operations of $0.9 million and ended the quarter with $2.6 million in cash and cash equivalents.

Comparison of March 31, 2014 te December 31, 2013

March 31, December 31,

2014 2013 Increase (Decrease)
Cashndgash équiValents- = . - T §T2578970% §T 725,136 08 853834 (49%
Trade accounts receivable, net 7,439,892 7,738,141 (298,249) 4)
Dayssalesoutstanding’~ - .- ~ - - ool e e ) T (8)
Working capital (defict (©6284) (93984 257700 29
Stockholders® equity -~ C S - 25785847 .. 25480584 . . . (194737 - - (1)

Cash and cash equivalents increased 49% primarily due to cash flows fom operations of approximately $0.9 million. Deferred revemie
and customer advances increased due to advance payments related to our Energy efficiency services segment. Accrued compensation decreased
due to the payment of year-end bonuses for 2013. Trade accounts receivable at March 31, 2014 decreased 4% as compared to the fourth quarter
of 2013 as days sales outstanding decreased 8%. Days sales outstanding (representing accounts receivable outstanding at March 31, 2014 divided
by the average sales per day during the current quarter, as adjusted) decreased 8% due to the timing of in-period revenue recognized and cash
receipts within the first quarter of 2014 as compared to the fourth quarter
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of 2013. Revenue from bidders representing 10% or more of our revenue decreased to 19% from one bidder during the three months ended
March 31, 2014, from an aggregate 37% for three different bidders in the same period. of the previous year. Two bidders merged at the end of
2013 and have been combined to determine the percentages above,

The working capital balance at March 31, 2014 (consisting of current assets less current liabilities) improved $0.3 million from
December 31, 2013 primarily due to an increase in cash and cash equivalents. Stockholders' equity decreased 1% for the three months ended
March 31, 2014 due to a $0.5 million net loss, partially offset by share-based compensation and proceeds from the exercise of stock options.

Cash provided by operating activities for the three months ended March 31, 2014 was approximately $0. 9 million compared to $0.7
million for the three months ended March 31, 2013. The 2014 increase was primarily due to an increase of approximately $0.4 million in
EBITDA. Cash used in investing activities for the three months ended March 31, 2014 was approximately $0.1 million which was substantially
offset by cash provided by financing activities of approximately $0.1 million. Cash used in financing activities for the three months ended March
31, 2013 was $1.9 million, primarily resulting from a $1.4 million payment of contingent consideration and $0.5 million of principal payments
on long term deb.

EBITDA, representing net loss before interest, income taxes, depreciation and amortization for the three months ended March 31, 2014
was $0. 8 million as compared to $0.4 million for the same period in the prior year. Please refer to the section below discussing non-GAAP
financial measures for a reconciliation 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").

In this Quarterly Report on Form 10-Q, we provide certain “non-GAAP financial measures”. A non-GAAP financial measure refers to a
numerical financial measure that excludes (or includes) amounts that are included in (or excluded from) the most directly comparable financial
measure calculated and presented in accordance with GAAP in our financial statement s. In this Quarterly Report on Form 10-Q, we provide
EBITDA and adjusted EBITDA as additional information 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 assets,
interest expense on bank borrowings, notes payable to sellers and contingent consideration, interest income on invested funds, and income taxes.
Management uses these non-GAAP measures for internal reporting and bank reporting purposes, We have provided these non-GAAP financial
measures in addition to GAAP financial results because we believe that these non-GAAP financial 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 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 operating results and underlying 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 influenced by management after the grant;

*  We do not acquire intangible assets on a predictable cycle, Qur 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. Qur capitalized software costs refate primarily to the build-out of
our exchanges, Amortization costs are fixed at the time the costs are incurred and are then amostized over a period of several years
and generally cannot be changed or influenced by management after the initjal costs are incurred;

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

®*  We do not regularly enter into bank debt, seller notes andfor pay interest on contingent consideration. Qur seller notes and
contingent consideration relate to acquisition activities. Interest expense is fixed at the time of purchase and recorded over the life of
the Jease and generally cannot be changed or influenced by management after the purchase;

¢ We do not regularly earn interest on our cash accounts. Our cash is invested in U.S. Treasury funds and has not yielded material
retums to date and these returns generally cannot be changed or influenced by management; and
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*  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 taxabie income, and an anticipated alternative minimum tax
liability based on statutory rates that generally cannot be changed or influenced by management.

Pursuant to the requirements of the SEC, we have provided below a reconciliation of the non-GAAP financial measures used to the most
directly 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 companies, and therefore should
not be used to compare our performance to that of other companies. The presentation of this additional information is not meant to be considered
in isolation or as a substitute for net income prepared in accordance with GAAP.

Three Months Ended March 31,

- . 2014 2013
GAAPxetloss . -© - - . e TSR 5T (956:885)
202,737
dd: Income-tax: S e e T e R et e 63000 1313305
Add: Amortization of intangibles . _ 26,64 974,758
Add: Amortizdtionof otherassets. .. .0 - T o L S TI356S T . 8807
Add: Depreciation ‘ o 35,669
on-GAAPEBIIDA 416,091,
Add: Stock-based compensation 145,986
Non-GAAP adjustéd EBITDA. - LU 562:07T

Critical Accounting Policies

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

The most judgmental estimates affecting our consolidated financial statemenis are those relating 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 deferred tax assets. We regularly evaluate our estimates and assumptions based upon historical experience and various
other factors that we believe to be reascnable 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 the extent actual results differ from those estimates;
future results of operations may be affected. We believe 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 consolidated financial
statements within our Annual Report on Form 10-K as filed with the SEC on March 31, 2014 for a description of our accounting policies.

Oif-Balance Sheet Arrangements

We currently have no off-balance sheet arrangements that have or are reasonably likely to have a current or future material effect on our
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital
resources.
Item 3. Quantitative and Qualitative Disclosure about Market Risk

As a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and in ltem 10(f)(1) of Regulation 8-K, we are electing
scaled disclosure reporting obligations and therefore are not required to provide the information requested by this Item,

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), the Company carried out an
evaluation under the supervision and with the participation of the Company’s management, including the Chief Executive Officer and Chief
Financial Officer, of the effectiveness of the Company’s disclosure controls and procedures as of December 31, 201 3. In designing and
evaluating the Company’s disclosure controls and procedures, the Company and its management recognize
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that there are inherent limitations to the effectiveness of any system of disclosure controls and procedures, including the possibility of human
error and the circumvention or overriding of the controls and procedures. Accordingly, even effective disclosure controls and procedures can
only provide reasonable assurance of achieving their desired control objectives. Additionally, in evaluating and implementing possible controls
and procedures, the Company’s management was required to apply its reasonable judgment. Based upon the required evaluation, the Chief
Executive Officer and the Chief Financial Officer concluded that as of March 31, 2014, the Company’s disclosure controls and procedures were
effective at the reasonable assurance level to ensure that information required to be disclosed by the Company in the reports it files or submits
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission’s rules and forms, and procedures also were effective in ensuring that information required to be disclosed by the Company in the
reports it files or submits under the Exchange Act is accumulated and communicated to its management, including the Company's Chief
Executive Officer and Chief Financial Officer as appropriate, to allow timely decisions regarding required disclosure,

Changes in Internal Control Over Financial Reporting

There was no change in the Company's internal control over financial reporting that occurred during the three months ended March 31,
2014 that has materially affected, or is reasonably likely to materially affect, the Company’s interal control over financial reporting,
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PART II
OTHER INFORMATION

Item 1. Legal Proceedings

Two former employees/consultants of GSE have filed two separate complaints in Texas County Court alleging, among other things,
claims related to breach of contract, quantum meruit, promissory estoppel, and tortious interference. Each plaintiff claims that GSE and/or we
failed to pay commissions due for services that they provided prior to the date of our 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 attormneys’ fees. We
deny the 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-solicitation agreement, based on her working for a competitor of ours during
her one-year restrictive period and her improper solicitation of former GSE customers on behalf of the competitor. The plaintiffs have also
asserted claims against the GSE affiliates and their individual principals. The 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. Our motion for summary judgment seeking dismissal of ali claims against one
of the two plaintiffs has been denied, Qur motion for summary judgment against the other plaintiff has been filed and is awaiting oral
argument.

We have estimated the potential commissions allegedly due to the two plaintiffs to be approximately $0.3 million. We have not recorded
any accrual for contingent liabilities associated with these legal proceedings based on its belief that any potential loss, while reasonably possible,
is not probable. We intend to continue to defend these actions vigorously and are currently unable to estimate a range of payments, if any, we
may be required to pay, with respect to these claims. Further, we believe that the resolution of these matters will not result in a material effect to
our condensed consolidated financial statements. However, due to uncertainties that accompany litigation of this nature, there could be no
assurance that we will be successful, and the resolution of the lawsuits could have a material effect on our accompanying condensed
consolidated financial statements,

In addition, we had filed cross claims against GSE for indemnification under the Asset Purchase Agreement in each of the plaintiffs’
cases. The GSE affiliates and principals had also asserted cross claims against us seeking indemnification under the Asset Purchase
Agreement. In December 2013, GSE had amended its cross claims in one of the tatters to include claims asserting breach of the earnout
provisions in the Asset Purchase Agreement. Subsequent to quarter end, GSE and we settied all claims against each other related to these
lawsuits and the earnout provisions and filed with the court agreed motions to dismiss all claims against one another. The settlement calls for us
to issue 200,000 shares of common stock to GSE and its affiliates that had a fair value of $0.9 million on the date issued. This amount is
reflected as a current liability in accrued contingent consideration as of March 31, 2014,

From time to time, we 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
liabilities, including lawsuits, we believe that the aggregate amount of such liab ilities, if any, will not have a material adverse effect on our
condensed conselidated financial position andfor 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 1A, Risk Factors
There have been no material changes from risk factors previously disclosed in our annual repert on Form 10-K for the fiscal year ended

December 31, 2013, as filed with the Securities and Exchange Commission on March 31, 2014,

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Recent Sales of Unregistered Securities; Use of Proceeds from Registered Securities
During the quarter ended March 31, 2014, we did not sell any unregistered equity securities.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

In connection with the vesting of restricted stock granted to employees, we withheld certain shares with value equivalent to emplovees’
minimum statutory obligations for the applicable income and other employment taxes.
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A summary of the shares withheld to satisfy employee tax withholding obligations for the three months ended March 31, 2014 is as
follows:

Total Namber
of
Shares Maximum
Purchased Number
As Part of of Shares That
Total Number Publicly May
of Average Price Announced Yet Be
Shares Paid Plans or Purchased
Period Purchased Per Share Programs Under The Plan
02/01/14 — 02/28/1¢ — § - — —
0301114 - 033114~ -~ - .. - A ' iy 438 % - 496 L e T —
Total _ $ 496 — —

Item 3. Defaults Upon Senier Securities

None.

Ttem 4. Mine Safety Disclosures (not applicable)

None.

Item 5. Other Information

None.

Item 6. Exhibits

31.1  Certification of the Chief Executive Officer pursuant to §302 of the Sarbanes-Oxley Act of 2002,
312 Certification of the Chief Financial Officer pursuant to §302 of the Sarbanes-Oxley Act of 2002,

32.1  Cettification of the Chief Executive Officer pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of
2002,

32.2  Certification of the Chief Financial Officer pursuant to 18 U.5.C, §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002.

101  The following materials from World Energy Solutions, Inc.’s Quarterly Report on Form 10-Q for the three months ended March 31,
2014, formatted in Extensible Business Reporting Language: (i} the condensed consolidated balance sheets; (ii) the condensed
consolidated statements of operations; (iii) the condensed consolidated statements of cash flows; and (iv) notes to the condensed
consolidated financial statements,
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SIGNATURES

Pursuant to the requirements of the 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.
Dated: May 8, 2014 By: /s/ Philip Adams

Philip Adams
Chief Executive Officer

Dated: May 8, 2014 By: /s/ James Parslow
James Parslow
Chief Financial Officer

23




EXHIBIT 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT TO
§302 OF THE SARBANES-OXLEY ACT OF 2002

I, Philip Adams, certify that:
1. T have reviewed this quarterly report on Form 10-Q of World Energy Selutions, Inc. (the “Registrant”);

2. Based on my knowledge, this report does not contain any untrue 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, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4, The Registrant’s other certifying officer and [ are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the Registrant and have:

a} Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material infermation 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 internal control over financial reporting, or caused such internal 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 external purposes in accordance with generally accepted accounting principles;

¢) Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure contrels and procedures, as of the end of the period covered by this report based on such evalpation; and

d) Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred 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 internal control over financial reporting;

5. The Registrant’s other certifying officer and 1 have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely 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
internal control over financial reporting.

Dated: May 8, 2014 By: /s/ Philip Adams
Philip Adams
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER PURSUANT TO
§302 OF THE SARBANES-OXLEY ACT OF 2002

L, James Parslow, certify that:
1. T have reviewed this quarterly report on Form 10-Q of World Energy Solutions, Inc. {the “Registrant™);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the staternents 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, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4, The Registrant’s other certifying officer and [ are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(¢e)) and internal comtrol over financial reporting (as defined in Exchange Act Rules 13a-15
(fy and 15d-15(£}) for the Registrant and have:

a) Designed such disclosure controls 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 internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, {o provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the Registrant’s disclosure controls and precedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the 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 occurred 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 Regisirant’s internal control over financial reporting;

5. The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely 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
internal control over financial reporting,

Dated: May &, 2014 By: /s/ 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 filing of this quarterly report of World Energy Solutions, Inc. (the “Company™} on Form 10-Q (the “Report™) for
the period ended March 31, 2014 as filed with the Securities and Exchange Commission on the date hereof, I, Philip Adams, Chief Executive
Officer of the Company, certify, to the best of my knowledge, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley
Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a} or 15(d) of the Securities Exchange Act of 1934, and
2. The information contained in the Report fairly presents, in all material respects, the firancial condition and results of operations of the
Company.

Dated: May 8, 2014 By: /s/ Philip Adams
Philip Adams
Chief Executive Officer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signatures that appear in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and fumnished 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 the filing of this quarterly report of World Energy Solutions, Inc. {the “Company”) on Form 10-Q (the “Report”) for
the period ended March 31, 2014 as filed with the Securities and Exchange Commission on the date hereof, I, James Parslow, Chief Financial
Officer of the Company, certify that, to the best of my knowledge, pursuant to 18 U.8.C. §1350, as adopted pursuant to §906 of the Sarbanes-
Oxley Act of 2002, that;

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Dated: May §, 2014 By: /s/ James Parslow
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 signatures that appear in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished 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 10-Q

(X]  Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 For the quarterly period ended
June 30, 2014; or

O  Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 For the transition period from
to

Commission file number: 001-34289

World Energy Solutions, Inc.

{Exact name of registrant as specified in its charter)

Delaware 04-3474959
(State or other jurisdiction of incorporation or organization) {1.R.3. Employer Identification Number)
100 Front Street

Worcester, Massachusetts 01608
(Address of principal executive offices)

508-459-8100

{Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the past 12 months (or for such shorter period that the registrant was required to file such reporis); and (2} has been subject to
such filing requirements for the past 90 days. Yes X No OO

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding [2 months (or
for such shorter period that the registrant was required to submit and post such files). Yes [X Ne O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definition of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer [ Accelerated filer [

Non-accelerated filer B Smaller reporting company
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Bxchange Act). Yes O No &

As of August 1, 2014, the registrant had 12,740,139 shares of common stock outstanding.
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PART I
FINANCIAL INFORMATION

Item 1. Financial Statements

WORLD ENERGY SOLUTIONS, INC,
CONDENSED CONSOLIDATED BALANCE SHEETS

June 30, Pecember 31,
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See accompanying notes to condensed consolidated financial statements.
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WORLD ENERGY SOLUTIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
{Unaudited)
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See accompanying notes to condensed consolidated financial statements.




WORLD ENERGY SOLUTIONS, INC,
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

{Unaudited)
Six Months Ended June 30,
o } 2014 — 2013
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See accompanying notes to condensed consolidated financial statements.




WORLD ENERGY SOLUTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

June 30, 2014

1. Nature of Business and Basis of Presentation

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 cosis. 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 efficiency projects to
minimize quantity used and ¢} 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 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.

2.  Interim Financial Statements

] The December 31, 2013 condensed consolidated balance sheet has been derived from audited consolidated financial statements and the
accompanying June 30, 2014 unaudited interim condensed consolidated financial statements have been prepared pursuant to the rules and
regulations of the Securities and Exchange Commission (“SEC™) regarding interim reporting. Accordingly, they do not include all of the
information and footnotes required by accounting principles generally accepted in the United States of Ametica (“GAAP”) for complete
financial statements and should be read in conjunction with the audited consolidated financial statements included in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2013, as filed with the SEC on March 31, 2014.

In the opinion of the Company’s management, the unaudited interim condensed consolidated financial statements have been prepared on
the same basis as the audited consolidated financial statements and include all adjustments consisting of normal recuiring adjustments and
accruals necessary for the fair presentation of the Company’s financial position as of June 30, 2014, the results of its operations for the three and
six months ended June 30, 2014 and 2013 and the results of its cash flows for the six months ended June 30, 2014 and 2013, respectively.

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

The Company’s most judgmental estimates affecting its condensed consolidated financial statements are those relating 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 fong-lived assets; and estimates of future taxable income
as it relates to the realization of our net deferred {ax assets. The Company regularly evaluates its estimates and assumptions based upon historical
experience and various other factors that the Company 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 the extent actual results
differ from those estimates, future results of operations may be affected.

3. Income (Loss) Per Share

As of June 30, 2014 and 2013, the Company only had one issued and outstanding class of stock — common stack. The basic income (loss) per
share for the three and six months ended June 30, 2014 and 2013 is computed by dividing net income (loss) by the weighted average number of
shares outstanding for the period. The diluted income (loss) per share for the three and six months ended June 30, 2014 and 2013 is calculated by
dividing the net income (loss) by the weighted average number of commeon shares outstanding for the period plus the amounts representing the
dilutive effect of common stock options, common stock warrants and restricted stock that would be issuable upon conversion, exercise, or
contingent exercise.




The following table provides a reconciliation of the denominators of the Company’s reported basic and diluted earnings per share
computation for the three and six months ended June 30, 2014 and 2013, respectively:

For the three months ended  For the six months ended

June 30, June 30,
s At e e £ __2014 2013 2014 2013
Weighted iutberiof.common:shires: basic (12369:034: - HIH982;65 1;974:428°

Common stock equivalents ) o ) 149,356 ‘
Wl e S OIS Mt SOt oN S Al s iet v R0 T o

. e A

As the Company was in a net loss position for the three months ended June 30, 2013 and the six months ended June 30, 2014 and 2013,
the computed diluted loss per share does not assume conversion, exercise, or contingent exercise of securities as that would have an anti-dilutive
effect on the Joss per share in those periods.

For the three months ended June 30, 2014, 373,000 and 45,045 shares issuable relative to common stock options and common stock
warramts, respectively, were excluded from net income (loss) per share since the inclusion of such shares would be anti-dilutive. For the six
months ended June 30, 2014, 674,867, 49,545 and 251,750 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 the three and
six months ended June 30, 2013, 770,714, 49,545, and 122,000 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. The Company did
not declare or pay any dividends in 2014 or 2013.

4, Concentration of Credit Risk and Off-Balance Sheet Risk

Financial instruments that potentially expose the Company to concentrations of credit risk consist principally of cash and cash equivalents
and trade accounts receivable. The Company has no material off-balance sheet risk such as foreign exchange contracts, option contracts, ot other
foreign hedging arrangements. The Company places its cash and cash equivalents with two institutions, which management believes are of high
credit quality. As of June 30, 2014, all of the Company’s cash and cash equivalents are held in interest bearing accounts,

The Company provides credit in the form of invoiced and unbilled accounts receivable in the normal course of business. Collateral is not
required for trade accounts receivable, but ongoing credit evaluations are performed, While the majority of the Company’s revenue is generated
from retail energy transactions where the winning bidder pays a commission to the Company, commission payments for certain auctions can be
paid by the lister, bidder or a combination of both.

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

Revenue for the three Revenue for the six Trade Accounts
months ended June 30, meonths ended June 30, Receivable as of June 30,

2014 2013

1% 1%
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%@A X 9¢y 2

Two bidders merged at the end of 2013 and have been combined for presentation purposes above. 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 environmental needs. These listers are primarily large businesses and government organizations and do not have a direct creditor relationship
with the. Company. For the three and six months ended June 30, 2014 and 2013, no lister represented more than 10% individually of the
Company’s aggregate revenue.




5. Trade Accounts Receivable, Net

The Company does not invoice bidders for the commissions eamed on retail electricity, certain natural gas and demand response
transactions and, therefore, 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 contracted commission
rates.

The Company does invoice bidders for commissions earned on wholesale, a substantial portion of retail natural gas and energy efficiency
transactions, which are reflected as billed accounts receivable. For natural gas and wholesale transactions, the total commission earned on these
transactions is recognized upon completion of the 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 3¢ days of
invoice date. In addition, the Company invoices the bidder, lister or combination of both for certain auctions performed for environmental
commodity product transactions. These transactions are earned and invoiced either upon lister acceptance of the auction results or, in some cases,
upon delivery of the credits or cash settlement of the transaction. Management provides for an allowance for doubtful 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, write-offs have not been material, Trade accounts receivable, net consists of the following:

June 30,2014 December 31, 2013

605227

1,993,093
8:083320-
325,179
S e

Faccouns Teceivable

accounts receivable
z o T % BTG TN peey
Allowancé for doubtful accounts

R TTAOE Accounte TeceIvableanel

gt bt ey

6. Inventory

Inventory is maintained in the Company’s Energy efficiency services segment and consists of prepaid expendables and project materials.
Frepaid 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 curvent 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
invenfory was recorded at June 30, 2014 or December 31, 2013. Project materials represent direct costs incwred on projects-in-process as of
each reporting period. Inventory consists of the following:

T June 30. 2014 . December}l 2013 N
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7. Intangible Assets, Net

Intangibles, net with finite lives are summarized as follows as of June 30, 2014 and December 31, 2013:

June 30, 2014 December 31, 2013
Estimated Useful  Carrying Accumulated Carrying Accumulated
Life Amount _ Amortization Net Amount  Amortization Net
isfofiie SoRtTAGE Re R I R Ve i R I $5:0761000 T S T3 T68 70001 $ 55807000 4875727670005 810171000-°$427250:000:
Customer relationships 7 - 10 years 13,792,000 8,273,000 2,000 8,980,000
Nonicompete agreem ‘éfh%"eauw ¢ats $5852000. 1436510001 25851000 1:6231000"
Trad 1,090,000 596,000
#$22743,000:18%329:2851000 - $131458,000.

The Company also-recorded acquisition related intangible assets with indefinite lives in the amount of $1,736,000 pertzining to customer
relationships, which is not reflected in the above tables.




Amortization expense was approximately $1.8 million and $2.0 million for the six months ended June 30, 2014 and 2013, respectively.
The approximate future amortization expense of intangible assets is as follows:

11599000

2,801,000
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8.  Deferred Revenue and Customer Advances

Deferred revenue and customer advances arise when energy suppliers pay the Company a commission prior to the Company meeting all the
requirements necessary to recognize revenue. In addition, deferred revenue and customer advances includes cash received for Energy efficiency
services projects that have not been completed. Deferred revenue and customer advances expected to be recognized as revenue by year are
approximately as follows:
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Total deferred rev:

The following table provides a rollforward of deferred revenue and customer advances:

Balance ariannaty 12204
Cash received .
RV enue etz s

Balance at June 30, 2014 R “ ' 3 7,519,000

9.  Segment Reporting

The Company operates its business based on two industry segments: Energy procurement and Energy efficiency services. The Company
delivers its Energy procurement services 1o four markets: retail energy, wholesale energy, demand response and environmental commaodity. The
Energy procurement process is substantially the same regardless of the market being serviced and is supported by the same operations personnel
utjlizing the same basic technology and back office support. There is no discrete financial information for these product lines nor are there
segment managers who have operating responsibility for each product line, Energy efficiency services focuses on turn-key electrical, mechanical
and lighting energy efficiency measures servicing commercial, industrial and institutional customers.

Segment operating income represents income from operations, including share-based compensation, amortization of intangible assets and
depreciation. The following tables present certain continuing operating division information in accordance with the provisions of Accounting
Standards Codification (“ASC”) 280, “Segment Reporting"”




For the three months ended June 30, For the six months ended June 30,
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10. Income Taxes

In accordance with ASC 740, Income Taxes , cach interim period is considered integral to the annual period and the tax benefit (expense)
is measured using an estimated annual effective tax rate. An entity is required to record income tax provision each quarter based on its best
estimate of the annual effective tax rate for the full fiscal year and use that rate to provide for income taxes on a current year-to-date basis, as
adjusted for discrete taxable events that occur during the interim period. If, however, the entity is unable {o reliably estimate its annual effective
tax rate, then the actual effective tax rate for the year-to-date period may be the best annual effective tax rate estimate. For the six months ended
June 30, 2014, the Company determined that it was unable to make a reliable estimate of the annual effective tax rate as relatively small changes
in its projected income or loss produce significant variances in its annual effective tax rate. Therefore, the Company recorded a tax benefit in the
amount of $88,000 and $25,000 for the three and six months ended June 30, 2014, respectively, based on the actual effective rate for the six
_months ended June 30, 2614, The effective tax rate for the three and six months ended June 30, 2013 was calculated based on an estimated
annual effective tax rate resulting in an income tax expense of $131,000 and $263,000, respectively.
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11. Fair Value Measurement and Fair Value of Financial Instruments

The Company follows ASC 820, “ Fair Value Measurements and Disclosures ™ (“ASC 820") for fair value measurements. ASC 820
defines fair value, establishes a framework 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
transfer 2 liability in an orderly transaction 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 inputs used in the valuation of an asset or liability 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
liabilities (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 required
by ASC 820, 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 fuil term through corroboration with observable market data. Level 2 includes invéstments valued at quoted prices
adjusted for legal or contractual 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,

As of June 30, 2014, the Company did not have any assets and liabilities measured at fair values on a recurring basis.

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

December 31,

Level 3

Level 1

Contingent consideration

The Company determines 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. Changes to the fair value of contingent consideration are recorded in general and administrative
expense. During the three months ended June 30, 2014, the Company settled its contingent consideration obligations. As part of the settlement,
the Company issued 200,000 shares of common stock to GSE Consulting, L.P. (“GSE”) that had a fair value of $928,000 on the date of issnance.

The following table provides a rollforward of the fair value, as determined by Level 3 inputs, of the contingent consideration.

For The Six Months

Ended June 30, 2014
: 000,000
LS ETement Lt S e R R ) S TE0):
(72,000)

g

A NG ET T Ra : ¢
ding balance 3 —

Change in fair value included in eé;mngs
= é e

P e T

En




The carrying amounts and fair values of the Company’s debt obligations are as follows

June 30, 2014 December 31, 2013
S e s Carrying Value __Fair Value
Term{ipant} 600010007 8" EERE6/000000

4,000,000 4,000,000
515005000 722 506,000 -
10,500,000 § 10,500,000

S;bordinafed notes Eagable
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REigled/party Subordinated OGS payab
Total debt obligations $

The carrying amount for fixed rate long-term debt and varizble rate long-term debt approximate fair value because the underlying
instruments are primarily at current market rates available to the Company for similar borrowings. The interest rate on the Commerce Bank and
Trust Company (“Commerce”) debt is tied to the prime rate and will fluctuate with changes in that rate. Related party notes payable are
classified as short-term on the Company’s accompanying condensed consolidated balance sheets,

12. Credit Arrangements
Credit Facility

The Company has a $8.5 million credit facility with Commerce consisting of a revolving credit facility of up to $2.5 million (the
“Revolver”) that matures on December 30, 2016 and a 60-month term loan of $6.0 million (the “Term Loan™).

The Revolver bears interest at the prime rate plus 1,75% (totaling 5% at June 30, 2014) 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 $2.5 million or the total of 80% of
eligible billed and unbilled accounts receivable (less the aggregate outstanding on any letters of credit). There have been no borrowings under
the Revolver. The Term Loan bears interest for the first 6 months at the prime rate plus 2.75% (totaling 6% at June 30, 2014), 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. The Term Loan is interest only for six months followed by 54 monthly principal and interest payments
commencing on July 30, 2014 with a balloon payment for any remaining principal balance at maturity.

Subordinated Notes

On October 3, 2012, the Company entered into a Note Purchase Agreement with Massachusetts Capital Resource Company (*“MCRC”), in
which the Company entered into an 8-year, $4.0 million Subordinated Note due September 30, 2020 with 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 commencing
October 31, 2016. The Company must pay a premivm of 3% if it prepays the MCRC Note before October 1, 2014 and a 1% premivm if it
prepays the MCRC Note before Qctober 1, 2015, The MCRC Note is subordinated to the Company’s credit facility with Commerce and contains
a Minimum Fixed Charge Ratio covenant that the Company is in compliance with at June 30, 2014,
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13 . Commitments and Contingencies

Litigation

Two former employees/consultants of GSE have filed two separate complaints in the District Courts of Dallas County and Tarrant County
Texas alleging, among other things, claims related to breach of contract, quantum meruit, promissory estoppel, tortious interference, and civil
conspiracy. 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 Company’s purchase of certain GSE assets, based on their respective employment or independent coniractor agreements with GSE. Each
plaintiff 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 of the Texas Theft
Liability Act against each of the plaintiffs. The Company has also filed a counterclaim against one of the plaintiffs for her breach of a non-
competition and non-solicitation agreement, based on her working for a competitor of the Company’s during her one-year restrictive period and
her improper solicitation of former GSE customers on behalf of the competitor. The plaintiffs have also asserted claims against the GSE
affiliates and their individual principals. The Company’s motions for summary judgment seeking dismissal of all of the plaintiff’s claims was
denied in its entirety in one of the cases. In the other case, the Company’s motion for summary judgment was partially granted, dismissing the
plaintiff’s civil conspiracy claim. The courts have assigned trial dates of September 29, 2014 and November 17, 2014,

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

In addition, the Company had filed cross claims against GSE for indemnification under the Asset Purchase Agreement in each of the
plaintiffs’ cases. The GSE affiliates and principals had also asserted cross claims against the Company secking indemnification under the Asset
Purchase Agreement. In December 2013, GSE had amended its cross claims in one of the matters to include claims asserting breach of the
earnout provisions in the Asset Purchase Agreement. During the three months ended June 30, 2014, the Company and GSE settled all claims
against each other related to these lawsuits and the earnout provisions. The Company and GSE filed with the court agreed motions to dismiss all
claims against one another, which were allowed by the court. The settlement called for the Company to issue 200,000 shares of common stock
to GSE and its affiliates that had a fair value of $0.9 million on the date issued.

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 liabilities, including lawsuits, management believes that the aggregate amount of such liabilities, if any, will not have a material
adverse effect on its condensed 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 the Company’s assumptions or strategies related to
those contingencies or changes out of its control,
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Item 2. Management’s Discussion and Analysis of Financial Condition and Resuits of Operations

This quarterly report on Form 10-Q including this Item 2, contains forward-looking statements within the meaning of Section 274 of the
Securities Act of 1933, as amended, and Section 2IE of the Securities Exchange Act of 1934, as amended, which invelve risks and uncertainties.
Readers can identify these statements by forward-looking words such as “may,” “couwld,” “should ™ “would,” “intend,” “will,” "expect,”
“anticipate,” “believe,” “estimate,” “continue” or similar words. Our actual results and the timing of certain events may differ significantly
from the results and timing discussed in the forward-looking statements. Factors that could cause or contribute to such differences include, but
are not limited to, those discussed or referred to in this report and in the “Risk Factors™ section of our Annual Report on Form 10-K and any
later publicly available filing with the Securities and Exchange Commission (“SEC”). The following discussion and analysis of our financial
condition and results of operations should be read in light of those factors and in conjunction with our accompanying condensed consolidated

financial statements and notes thereto.
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. We come 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. We made our mark on the industry with an innovative approach to procurement via our online auction platform, the World
Energy Exchange ®. With recent investments and acquisitions, we are building out our energy efficiency practice by engaging new customers
while also pursuing more cross-selling opportunities for our procurement services.

We 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) the customer can eam. This approach not only makes encrgy
managerent 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. 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 the most savings.

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

PDuring the fourth quarter of 2012, we acquired substantialty all of the assets and assumed certain obligations of Northeast Energy
Pariners, LLC (“NEP”) pursuant to an Asset Purchase Agreement (the “Asset Purchase Agreement”) between us, NEP, and its members. NEP
was 8 Connecticui based energy management and procurement company. During the third and fourth 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 cfficiency 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.

Our business model is heavily dependent on our people. We have significantly grown our employee base from 20 at the time of our initial
public offering in- November 2006 to 127 at June 30, 2014. This planned investment in staffing has been, and will continue to be, a key
component of our strategic initiatives and revenue growth. These infrastructure investments will result in increased operating costs in the short—
ferm, but in the long-term we expect them to generate cash flow and profitability as we build incremental revenue. To date we have funded our
acquisitions and strategic investments primarily with cash on-hand, notes payable, cash from operations and long-term debt. We have also
deferred portions of the purchase prices through the use of earnouts that are tied to the ongoing performance of the acquired entity. Through the
utilization of seller notes and earnouts, 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 both in the short and long-term and may require us to borrow against our
current credit facility and/or raise funds through additional capital raises.
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QOperations

Revenue

Retail Efectricity Transactions

We earn a monthly commission on encrgy sales contracted through our online auction platform from each bidder or energy supplier based
on the energy usage transacted between the 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 between the
energy supplier and energy consumer multiplied by our contractual commission rate. Our contractual commission rate is negotiated with the
encrgy 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. Once the contractyal 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
of the contractual term regardless of energy usage. Energy consumers provide us with a letter of authorization to request their usage history from
the local utility. We then use this data to compile a usage profile for that energy consumer that will become the 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 future.
These fluctuations are primarily due to the buying pattems of our wholesale and natural gas customers, which tend to have large, seasonal
purchases during the fourth and first quarters and electricity usage having higher demand in our second and third quarters, In addition, the
activity levels on the World Energy Exchange ® can fluctuate due to a number of factors, including market 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 of operations may be affected. Contracts between energy suppliers
and energy consumers 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 government contracts typically having two to three year terms. ‘

We do not invoice our electricity energy suppliers for monthly commissions earned and, therefore, we report a substantial portion of our
receivables as “unbilled.” Unbilled accounts receivable is based on 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 first
component represents energy usage for which we have received actual 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 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 actual data, but for which we have estimated usage. Commissions paid in advance by certain bidders 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 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 energy consumers and are
generally billed on a monthly basis for services rendered based on terms 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 electricity transaction revenue
recognition methodology described above,

14




Mid-Market Transactions

We earn a monthly commission on energy sales from each energy supplier based on the energy usage transacted between the encrgy
supplier and ‘energy consumer. The commissions are not based on the retail price for electricity but rather on the amount of erergy consumed.
Commissions are calculated based on the energy usage transacted between the epergy supplier and energy consumer multiplied by our
contractual commission rate. Revenue from commissions is recagnized as earned 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 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 energy supplier of the end-users energy usage and energy 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 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 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 we do not receive actual
usage data from the energy supplier, we will recognize revenue at the end of the contract flow date.

Demand Response Transactions

Demand response transaction fees are recognized when we have received confirmation from the demand response provides (“DRP”) that
the energy consumer has performed under the applicable Regional Transmission Organization (“RTO™) or Independent System Operator (*ISO™)
program requirements. The ¢nergy consumer is either called to perform during an actual curtailment event or is required fo demonstrate its
ability to perform in a test event during the performance period. For the PJM Interconnection (“PJM™), 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 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 of
the revenue we recognize is reflected as unbilled accounts receivable.

Wholesale and Environmental Commedity 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 typicaily paid by the lister.

Environmental commodity transaction fees are accounted for utilizing two primary methods. For regulated allowance programs like
Regional Greenhouse Gas Initiative, Inc, (“RGGI”), fées are paid by the lister and are recognized quarterly as revenue as auctions are completed
and approved. For most other environmental commedity 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 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 cost reimbursement. Once 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 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. :
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Cost of revenue
Cost of revenute 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 of the online auction and maintenance of market-
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.

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;

®  third party commission expenses to our channel partners;

* iravel and related expenses;

* amortization related to customer relationships and contracts;

*  rent, depreciation and other related overbead and facility-related costs; and

* general marketing costs such as trade shows, marketing materials and outsourced servicés.

General and administrative
General and administrative expenses consist primarily of:

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

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

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

Interest expense, net
Interest expense, net consists primarily of:
* interest income eammed on cash held in the bank; and
¢ interest expense related to bank term loans, notes payable and contingent consideration.
Income tax benefit (expensej
Income tax benefit (expense) is based on projected annualized taxable income or loss when this can be reliably estimated. In the event that
we cannot reliably estimate due to the fact that a relatively small change in projected annualized taxable income or loss produces a significant

variance in our annual effective tax rate then we utilize the actual effective rate for the year to date period. Under both scenarios, the benefit
(expense) also reflects our deferred tax provision, federal altemative minimum liability and state income taxes.
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Results of Operations

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

Comparison of the Three Months Ended June 30, 2014 and 2013

Revenue

For the Three Months Ended June 30,

2014 2013 Increase
o GG R B T T PR T R o U

Energy efﬁclency servwes

Revenue increased 18% for the three months ended June 30, 2014 as revenue from both segments increased as compared to the same
period in 2013. Energy procurement segment revenue increased 14% due to increased transaction activity from our auction and mid-market
customers as well as increased revenue recognized from previously deferred items. Energy efficiency services segment revenue increased 47%
as the rebuilt Massachusetts sales team gained traction in the market and delivered an increase in the number of projects as well as an increase in
the average project size compared to the second quarter of 2013,

Cost of revenue

For the Three Months Ended June 30,
2014 2013
% %
$ of Revenue ol' Revenue
S EOIT082 5RO R
1,142,724 79 247 450 -
S82511D[8065 S P UATAS S «*@1‘%@3 BCAA e

Cost of revenue decreased 1% for the three months ended June 30, 2014 as compared to the same period in 2013. Cost of revenue for our
Energy procurement segment decreased 22% due to decreases in payroll reflecting our integration, automation and reorganization efforts. Cost
of revenue associated with our Energy procurement. segment as a percent of revenue decreased by 6% primarily due to the cost decreases
described above arid, to a lesser extent, the 14% increase in Energy procurement revenue. Cost of revenue associated with our Energy efficiency
services segment.increased 28% primarily due to an increase in project costs associated with the 47% increase in revenue. Cost of revenue
associated with our Energy efficiency services segment as a percent of revenue decreased by 12% primarily due to improved contribution
margins on projects complcted in the second quarter of 2014 as compared to the second quarter of 2013.
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Operating expenses

For the Three Months Ended June 30,

2014 2013
Y %
o 5 _ of Revenune b3 ___of Revenue ‘Increase (Decrease)
Salésiand irkeing SATGIBHT60. R R e S BEO0BATE - BRGNS ST R 5D
General and administrative o 2.228641 24 2,167,021 27 61,620 3
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Sales and marketing expenses decreased 5% for the three months ended June 30, 2014 as compared to the same peried in 2013 primarily
due to decreases in intemal commissions and amortization of intangible assets, Internal commissions decreased due to the change in commission
policy for our mid-market group that we implemented in the second quarter of 2013. Under the revised policy, we continued to pay commissions
based on cash received from mid-market transactions that were deferred for revenue purposes and provided for a bookings bonus to offset the
impact of the change in our policy. We converted the bookings bonus to a draw program in 2014, eliminating that component of commission
expense. Amortization expense related to intangible assets decreased as certain intangible assets related to our acquisitions became fully
amortized in 2014. These decreases were partially offset by an increase.in third party commission expense as we continue to expand our channel
partner netwark. Sales and marketing expense as a percentage of revenue decreased 13% due to the decrease in costs described above, and the
18% increase in total revenue.
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The 3% increase in general and administrative expenses for the three months ended June 30, 2014 as compared to the same period in 2013
was primarily due to an increase in bad debt expense and payroll costs. The increases were partially offset by a reduction in legal costs. Payroll
costs increased due to investments in our product development team. General and administrative expenses as a percent of revenue decreased
3% primarily due to the cost increases described above, offset by the 18% increase in total revenue,

Other income (expense), net

We recorded net interest expense of approximately $0.2 million for the three months ended June 30, 2014 compared to net interest
expense of approximately $0.3 for the three months ended June 30, 2013. The decrease in net interest expense in 2014 was primarily due to a
reduction in the interest charged on our long-term debt resulting from the replacement of our credit facility in the fourth quarter of 2013.

Income tax benefit (expense)

We recorded an income tax benefit of approximatety $0.1 million for the three months ended June 30, 2014 and an income tax expense of
approximately $0.1 million for the three months ended June 30, 2013, For the three months ended June 30, 2014, we were unable to make a
reliable estimate of our annual effective tax rate as relatively small changes in our projected income or loss could produce a significant variance
in our annual -effective tax rate and as a result we utilized the actual effective tax rate as the basis for the income tax benefit. For the three
months ended June 30, 2013, the effective tax rate was based on our estimated annval effective tax rate. Both periods reflect a deferred tax
provision, federal alternative minimum tax liability and state income taxes.

Net income (loss)

We reported net income of approximately $0.3 million for the three months ended June 30, 2014 and a net loss of approximately $1.7
million for the three months ended June 30, 2013. The $2.0 million increase was primarily due to the increase in revenue, improved gross margin
and the decrease in sales and marketing expenses.

Comparison of the Six Months Ended June 30, 2014 and 2013

_ Revenue

For the Six Months Ended June 30,

S 2004 2013 Increase
EneraViprodiTement: R 5023 90T 8 e BT SR SAG 000 e 1!
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Revenue increased 14% for the six months ended June 30, 2014 as revenue from both segments increased as compared to the same period
in 2013. Energy procurement segment revenue increased 11% due to increased transaction activity from our auction and mid-market customers
as well as increased tevenue recognized from previously deferred items. These increases were partially offset by decreases in wholesale and gas
transaction activity in the six months ended June 30, 2014 as increased commodity prices during the first quarter resulted in delayed contracting
decisions by listers. Energy efficiency services segment revenue increased 35% as the rebuilt Massachusetts sales team delivered increased
revenue in the NSTAR termritory in Massachusetts during the six months ended June 30, 2014 as compared to the six months ended June 30,
2013.

Cost of revenue

For the Six Months Ended June 30,

- 2014 2013
Y% %
$ of Revenue $ of Revenue Increase (Decrease)
o —— Sr————————_r.

e ST
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Cost of revenue increased 1% for the six months ended June 30, 2014 as compared to the same period in 2013, Cost of revenue for our
Energy procurement segment decreased 19% due to decreases in payroll reflecting our infegration, automation and reorganization efforts. Cost
of revenue associated with our Energy procurement segment as a percent of revenue decreased by 4% primarily due to the cost decreases
described above and, to a lesser extent, the 11% increase in Energy procurement revenue. Cost of revenue associated with our Energy efficiency
services segment increased 28% primarily due to an increase in project costs associated with the 35% increase in revenue. Cost of revenue
associated with our Energy efficiency services segment as a percent of revenue decreased by 4% primarily due to improved contribution margins
on projects completed in the six months ended June 30, 2014 as compared to the six months ended June 30, 2013,

Operating expenses

For the Six Months Ended June 30,

2014 2013
% %
: ) $ of Revenue 5 of Revenue Increase (Decrease
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Sales and marketing expenses decreased 5% for the six months ended June 30, 2014 as compared to the same period in 2013 primarily
due to decreases in internal commissions and amortization of intangible assets. Internal commissions decreased due to lower quota attainment in
2014 compared to 2013 and due to the change in commission policy for our mid-market group that we implemented in the second quarter of
2013. Under the revised policy, we continued to pay commissions based on cash received from mid-market transactions that were deferred for
revenue purposes and provided for a bookings bonus to offset the impact of the change in our policy. We converted the bookings bonus to a
draw program in 2014, eliminating that component of commission expense. Amortization expense related to intangible assets decreased as
certain intangible assets refated to our acquisitions became fully amortized in 2014. These decreases were partially-offset by an increase in third
party commission expense as we continued to expand our channel partner network. Sales and marketing expense as a percentage of revenue
decreased 9% due to the decrease in costs described above the 14% increase in revenue.

The 16% increase in general and administrative expenses for the six months ended June 30, 2014 as compared to the same period in 2013
was due to increased legal and consulting costs of approximately $0.4 million primarily related to a shareholder action during the first quarter of
2014. In addition, payroll costs increased due to investments in our product development team. General and administrative expenses as a percent
of revenue was substantially consistent with the prior year period as the 14% increase in revenue offset the above noted cost increases.
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Other income (expense), net

We recorded net interest expense of approximately $0.4 million for the six months ended June 30, 2014 compared to net interest expense
of approximately $0.5 million for the six months ended June 30, 2013, The decrease in net interest expense in 2014 was primarily due to a
reduction in the interest charged on our long-term debt resulting from the replacement of our credit facility in the fourth quarter of 2013.

Income tax benefit {expense)

We recorded an income tax benefit of approximately $25,000 for the six months ended June 30, 2014 and an income tax expense of
approximately $0.3 million for the six months ended June 30, 2013. For the six months ended June 30, 2014, we were unable to make a reliable
estimate of our annual effective tax rate as relatively small changes in our projected income or loss could produce a significant variance in our
annual effective tax rate and as a result we utilized the actual effective tax rate as the basis for the income tax benefit. For the three months
ended June 30, 2013, the effective tax rate was based on our estimated annual effective tax rate. Both periods reflect a deferred tax provision,
federal alternative minimum tax liability and state income taxes.

Net income (loss)

Net loss decreased approximately $2.4 million for the six months ended June 30, 2014 compared to the same period in 2013, primarily
due the increase in revenue, improved gross margin and the decrease in sales and marketing expenses, These decreases in net loss were partially
offset by the increase in.general and administrative expense.

Liquidity and Capital Resources

At June 30, 2014, we had no commitments for material capital expenditures. We have identified and executed against a number of
strategic initiatives that we believe are key components of our future growth, including: making strategic acquisitions; entering into other
energy-related markets including energy efficiency; expanding our community of listers, bidders and channel partners on our exchanges;
strengthening and extending our long-term relationships with povernment agencies; and growing our direct and inside sales force, As of June 30,
2014 our workforce numbered 127, an increase of one from the number that we employed at December 31, 2013. At June 30, 2014, we had 61
professionals in our sales and marketing and account management groups, 40 in our supply desk group and 26 in our general and administrative

group.

We paid $10.4 million to acquire three businesses in 2011 through the use of cash on hand, cash flow from ongoing operations as well as
cash flow generated by the acquisitions, In addition, we have paid $6.7 million in seller notes and contingent consideration bringing the total
cash paid for the 2011 acquisitions to §17.1 million. In October 2012, we borrowed $8.0 million in long-term bank debt and entered into a $2.0
million seller note to acquire NEP. While the expansion/addition of these debt instruments significantly increased our commitments, we believe
we have the resources to meet both our short- and long-term obligations under these arrangements based on cash on-hand, operating cash flows
from our base business and cash expected to be generated from all of our acquired businesses. During 2013, we paid an additional $1.3 million
in cash related to NEP contingent consideration and retired $1.5 million against the NEP seller note. During 2014, we repaid the remaining $0.5
million NEP Setler note and settled all cutstanding earnout claims with GSE by issuing 200,000 shares of common stock, which had a fair value
of approximately $0.9 million, As of June 30, 2014 we have retired all of our seller-note and earnout obligations related to these acquisitions.
During the six months ended June 30, 2014 we generated cash flow from operations of $1.2 million and ended the quarter with $2.3 millien in
cash and cash equivalents.

Comparison of June 30, 2014 to December 31, 2013

June 30, December 31,
2014 2013 Increase (Decrease)
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7,205,500 . (532,641)
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Trade accounts receivable, net
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Working capital (deficit) N 9‘?6!,71,8‘;“ i 1,970,732
StockHolders equity . ¢ 675815050 377018
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Cash and cash equivalents increased 33% primarily due to cash flows from operations of approximately $1.2 million. Trade accounts
receivable at June 30, 2014 decreased 7% as compared to the fourth quarter of 2013 as days sales outstanding (representing accounts receivable
outstanding at June 30, 2014 divided by the average sales per day during the three months ended June 30, 2014, as adjusted) decreased 9%. Days
sales outstanding decreased 9% due to the timing of in-period revenue recognized and cash receipts within the six months ended June 30, 2014
as compared to the same period in 2013. Revenue from bidders representing 10% or more of our revenue decreased to 26% from two bidders
during the six months ended June 30, 2014, from an aggregate 28% for two bidders in the same period of the previous year, Two bidders merged
at the end of 2013 and have been combined to determine the percentages above in both periods.

The working capital balance at June 30, 2014 (consisting of current assets less current liabilities) improved $2.0 million from December
31, 2013, Current assets increased $0.4 million primarily due to the increase in cash and cash equivalents. Current liabilities decreased $1.5
million due to the setflement of our contingent consideration obligations and the $0.5 million payment against the short-term related party
note. Stockholders’ equity increased 5% for the six months ended June 30, 2014 primarily due 1o the issuance of shares under the GSE
settlement and share-based compensation, both partially offset by the $0.2 million net loss.

Cash provided by operating activities for the six months ended June 30, 2014 and 2013 was approximately $1.2 million for both periods.
Cash used in investing activities for the six months ended June 30, 2014 was approximately $0.2 million primarily due to capitalized software
cost and capital expenditures. Cash used in financing activities for the six months ended June 30, 2014 and 2013 was approximately $0.4 million
and 52.4 million, respectively. Cash used in financing activities for the six months ended June 30, 2014 primarily resulted from the final
payment of the NEP seller note, partially offset by proceeds from the exercise of stock options. Cash used in financing activities for the six
months ended June 30, 2013 was $2.4 million, primarily resulting from a $1.4 million payment of contingent consideration and $1.0 million of
principal payments on long term debt.

EBITDA, representing net income (Joss) before interest, income taxes, depreciation and amortization for the six months ended June 30,
2014 was $2.1 million as compared to $0.2 million for the same period in the prior year. Please refer to the section below discussing non-GAAP
financial measures for 2 reconciliation of non-GAAP measures to the most directly comparable measure calcutated and presented in accordance
with accounting principles generally accepted in the United States of America (“GAAP™).

In this Quarterly Report on Form 10-Q, we provide certain “non-GAAP financial measures”, A non-GAAP financial measure refers to a
numerical financial measure that excludes (or includes) amounts that are included in {or excluded from) the most directly comparable financial
measure calculated and presented in accordance with GAAP in our financial statements, In this Quarterly Report on Form 10-Q, we provide
EBITDA and adjusted EBITDA as additional information 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 assets,
interest expense on bank borrowings, notes payable to sellers and contingent consideration, interest income on invested funds, and income taxes.
Management uses these non-GAAP measures for internal reporting and bank reporting purposes, We have provided these non-GAAP financial
measures in addition to GAAP financial results because we believe that these non-GAAP financial 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 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 betier understand our operating results and underlying 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 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 capitatized 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;
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*  We do not regularly invest in fixed assets. Our fixed assets relate primarily to computer and office equipment and fumiture 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 purchase;

*  We do not regularly enter into bank debt, seller notes and/or pay interest on contingent consideration. Qur seller notes and
contingent consideration 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 earn interest on our cash accounts. Our cash has not yielded material returns to date and these retarns 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. Qur income tax expense reflects
tbe release of our deferred tax assets to apply to projected annualized taxable income, and an anticipated alternative minimum tax
liability based on statutory rates that generally cannot be changed or influenced by management.

Pursuant to the requirements of the SEC, we have provided below a reconciliation of the non-GAAP financial measures used to the most
directly 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 companies, and therefore should
not be used to compare our performance to that of other companies. The presentation of this additional information is not meant to be considered
in isolation or as a substitute for net income (loss) prepared in accordance with GAAP.

Three Months Ended June 30, Six Months Ended June 30,
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The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period. Accordingly, actual results 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 lister of such energy; stock-based compensation; the valvation 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 deferred 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 from other sources. To the extent actual results differ from those estimates;
future results of operations may be affected. Refer to Note 2 of our consolidated financial statements within our Annwal Report on Form 10-K as
filed with the SEC on March 31, 2014 for a description of our accounting policies.

Off-Balance Sheet Arrangements

We cumrently have no off-balance sheet arrangements that have or are reasonably likely to have a current or future material effect on our
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital

Tgsources.
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Item 3. Quantitative and Qualitative Disclosure about Market Risk

As a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and in Item 10(f)(1) of Regulation S-K, we are electing
scaled disclosure reporting obligations and therefore are not required to provide the information requested by this Item.

Item 4. Conirols and Procedures

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), the Company carried out an
evaluation under the supervision and with the participation of the Company’s management, including the Chief Executive Officer and Chief
Financial Officer, of the effectiveness of the Company's disclosure controls and procedures as of December 31, 2013, In designing and
evaluating the Company’s disclosure controls and procedures, the Company and its management recognize that there are inherent limitations to
the effectiveness of any system of disclosure controls and procedures, including the possibility of human error and the circumvention or
overriding of the controls and procedures. Accordingly, even effective disclosure controls and procedures can only provide reasonable assurance
of achieving their desired control objectives. Additionally, in evaluating and implementing possible controls and procedures, the Company’s
management was required to apply its reasonable judgment. Based upon the required evaluation, the Chief Executive Officer and the Chief
Financial Officer concluded that as of June 30, 2014, the Company's disclosure controls and procedures were effective at the reasonabie
assurance level to ensure that information required to be disclosed by the Company in the reports it files or submits under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms,
and procedures also were effective in ensuring that information required to be disclosed by the Company in the reports it files or submits under
the Exchange Act is accumulated and communicated to its management, including the Company’s Chief Executive Officer and Chief Financial
Officer as appropriate, to allow timely decisions regarding required disclosure.

Changes in Intemnal Control Qver Financial Reporting

There was no change in the Company’s internal control over financial reporting that occurred during the three months ended June 30,
2014 that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PARTII
OTHER INFORMATION

Item 1. Legal Proceedings

Two former employees/consultants of GSE have filed two separate complaints in the District Courts of Dallas County and Tarrant County
Texas alleging, among other things, claims related to breach of contract, quantum meruit, promissory estoppel, tortious interference, and civil
conspiracy. Each plaintiff claims that GSE and/or we failed to pay commissions due for services that they provided prior to the date of our
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 the 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-solicitation agreement,
based on her working for a competitor of ours during her one-year restrictive period and her improper solicitation of former GSE customers on
behalf of the competitor. The plaintiffs have also asserted claims against the GSE affiliates and thejr individual principals. Qur motions for
summary judgment seeking dismissal of all of the plaintiff's claims was denied in its entirety in one of the cases. In the other case, our motion
for summary judgment was partially granted, dismissing the plaintiff’s civil conspiracy claim. The courts have assigned trial dates of

- September 29, 2014 and November 17, 2014.

We have estimated the potential commissions allegedly due to the two plaintiffs to be approximately $0.3 million. We have not recorded
any accrual for contingent liabilities associated with these legal proceedings based on its belief that any potential loss, while reasonably possible,
is not probable. We intend to continue to defend these actions vigorously and are currently unable to estimate a range of payments, if any, we
may be required to pay, with respect to these claims. Further, we believe that the resolution of these mattars will not result in a material effect to
our condensed consolidated financial statements. However, due to uncertainties that accompany litigation of this nature, there could be no
assurance that we will be successful, and the resolution of the lawsuits could have a material effect on our accompanying condensed
consolidated financial statements,

In addition, we had filed cross claims against GSE for indemnification under the Asset Purchase Agreement in each of the plaintiffs’
cases. The GSE affiliates and principals had also asserted cross claims against us seeking indemnification under the Asset Purchase
Agreement. In December 2013, GSE had amended its cross claims in one of the matters to include claims asserting breach of the earnout
provisions in the Asset Purchase Agreement. During the three months ended June 30, 2014, GSE and we settled all claims against each other
related to these lawsuits and the earnout provisions. We and GSE filed with the court agreed motions to dismiss all claims against one another,
which were aflowed by the court, The settlement called for us to issue 200,000 shares of common stock to GSE and its affiliates that had a fair
value of $0.9 million on the date issued.

From time to time, we 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 Jegal and financial liability with respect to contingent
liabilities, including lawsuits, we believe that the aggregate amount of such liabilities, if any, will not have a material adverse effect on our
condensed 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.

Ttem 1A. Risk Factors

There have been no material changes from risk factors previously disclosed in our annual report on Form 10-K for the fiscal year ended
December 31, 2013, s filed with the Securities and Exchange Commission on March 31, 2014,

Item 2, Unregistered Sales of Equity Securities and Use of Proceeds

Recent Sales of Unregistered Securities: Use of Proceeds from Registered Securities

During the quarter ended June 30, 2014, The Company issued 260,000 shares of common stock to Bruner & Bruner PC, GSE Consulting,
LP, Great Lakes Energy, LP, Brian Dafferner, Glenwood Energy Partners, LTD, and Gulf States Energy, Inc. as part of an agreement between
the Company and GSE Consuliing, LP and related entities and affiliates to settle [itigation and claims refated to contingent consideration
between the parties. The shares were issued on April 4, 2014 under an exemption from registration pursuant to Rule 506 of Regulation D under
the Securities Act of 1933, and the shares were subsequently registered for resale on Form S-3 effective on June 19, 2014,
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Purchases of Equity Securities by the Issuer and Affiliated Purchasers

o In connection with the vesting of restricted stock granted to employees, we withheld certain shares with value equivalent to employees’
minimum statutory obligations for the applicable income and other employment taxes.

A summary of the shares withheld to satisfy employee tax withholding obligations for the three months ended June 30, 2014 is as follows:

Total Number
of
Shares Maximum
Purchased Number
As Part of of Shares That
Total Number Publicly May
of Average Price Announced YetBe
Shares Paid Plans or Purchased

Period . . Furchased Per Share Programs Under The Plan
e Y e S R e i e e S e e 3
05/01/14 — 05/31/14 § . 4 31
OEI0 T BAGARIIG50145 R R T N S
Total 4,731 § 4,08 —

Hem 3, Defaults Upon Senior Securities

None,

Ttem 4, Mine Safety Disclosures

None.

Item 5. Other Information

None.

Item 6. Exhibits

31.1 Certification of the Chief Executive Officer pursuant to §302 of the Sarbanes-Oxley Act of 2002,
31.2 Certification of the Chief Financial Officer pursuant to §302 of the Sarbanes-Oxley Act of 2002,

32.1 Certification of the Chief Executive Officer pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of
2002.

32,2 Certification of the Chief Financial Officer pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002,

101  The following materials from World Energy Solutions, Inc.’s Quarterly Report on Form 10-Q for the three and six months ended June 30,
2014, formatted in Extensible Business Reporting Language: (i) the condensed consolidated balance sheets; (i) the condensed
consolidated statements of operations; (iif) the condensed consolidated statements of cash flows; and (iv) notes to the condensed
consolidated financial statements.
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SIGNATURES

Pursuant to the requirements of the 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.

Dated: August 8, 2014 By:_/s/ Philip Adams
Philip Adams
Chief Executive Officer
Dated: August §, 2014 By: /s/ James Parslow
James Parslow

Chief Financial Officer

26




EXHIBIT 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT TO
§302 OF THE SARBANES-OXLEY ACT OF 2002

I, Philip Adams, certify that:
1. T have reviewed this quarterly report on Form 10-Q of World Energy Solutions, Inc. (the “Registrant™);

2. Based on my knowledge, this report does not contain any untrue 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, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4. The Registrant’s other certifying officer and 1 are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the Registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure conirols and procedures fo 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 internal control over financial reporting, or caused such intemnal 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 external purposes in accordance with generally accepted accounting principles;

¢) Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the 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 occurred 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 internal control over financial reporting;

5. The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial informatien; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s
internal control over financiat reporting.

Dated: August 8, 2014 By: /s/ Philip Adams
Philip Adams
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER PURSUANT TO
§302 OF THE SARBANES-OXLEY ACT OF 2002

I, James Parslow, certify that:
1. T have reviewed this quarterly report on Form 10-Q of World Energy Sclutions, Inc. (the “Registrant™);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a materiat 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
tespects the financial condition, results of operations and cash flows of the Registrant 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 controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and interal control over financial reportmg (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the Registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information r¢lating 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 internal control over financial reporting, or caused such internal 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 external purposes in accordance with generally accepted accounting principles;

¢) Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the 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 occurred 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 internal control over financial reporting;

5. The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committec of the Registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely 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
internal control over financial reporting.

Dated: August 8, 2014 By: /s/ James Parsiow
James Parslow
Chief Financial Officer




EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. §1350, AS ADOPTED
PURSUANT TO §9¢6 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the filing of this quarterly report of World Energy Solutions, Inc. (the “Company™) on Form 10-Q (the “Report™) for
the period ended June 30, 2014 as filed with the Securities and Exchange Commission on the date hereof, I, Philip Adams, Chief Executive
Officer of the Company, certify, to the best of my knowledge, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley
Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and resuits of operations of the
Company.

Dated: August §, 2014 By: /s/ Philip Adams
Philip Adams
Chief Executive Officer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signatures that appear in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commnission or its staff upon
request.




EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. §1350, AS ADOPTED
PURSUANT TO §966 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the filing of this quarterly report of World Energy Solutions, Inc. (the “Company”) on Form 10-Q (the-“Report™) for
the period ended June 30, 2014 as filed with the Securities and Exchange Commission on the date hereof, I, James Parslow, Chief Financial
Officer of the Company, certify that, to the best of my knowledge, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-
Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d} of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Dated: August §, 2014 By: /s/ James Parslow
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 signatures that appear in typed form within the electronic version of this writien statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished 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): July 24, 2014

World Energy Solutions, Inc.
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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions { see Generat Instruction A.2. below):
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0
0

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230,425)
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant {o Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))




Item 5.02  Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

(e) On July 24, 2014, the Board of Directors revised the Bonus Compensation Plan for executive officers for fiscal year ended December 31,
2014. Under the revised bonus plan the Company’s annual cash incentive bonus for executive officers is intended to compensate for
performance related to the Company’s operational and financial goals. No executive bonus may be awarded unless the Company has achieved
net income at fiscal year-end. The net income shall be split, with 50% retained by the Company, and 50% forming the bonus pool up to an
aggregate total executive bonus pool cap of $340,000 and any additional net income shall be retained by the Company. Further, any amount in
the bonus pool that is not awarded shall be retained by the Company.

The bonuses will be awarded based on the following business performance criteria and percentages, as set forth below: (1) net income;
(2) new bookings and renewals achievement; and (3) year-end cash balance. The CEQ and COQ will receive 50% of their bonus upon
achievement of the net income target, 25% upon the new bookings target, and 25% upon the renewals achievement target. The CFO will
receive 50% of his bonus upon achievement of the net income target, 12.5% upon the new bookings target, 12.5% upon the renewals
achievement, and 25% upon achievement of the year-end cash balance target, including collections against accounts receivable.

The Compensation Committee works with the CEO to develop the business performance criteria over the next year. The Compensation
Committee anticipates that this model will evolve as the Company grows.

Cash incentive bonus participants are eligible for bonus payments ranging from 0% to 100% of their caps, For fiscal year 2014,
bonus cap parameters for the Company’s executive team were defined as follows:

2014“Exeenﬁve Bopus Cap!
AttzinmernvotNerTnton

Aftainment of New Booking;

Year-End Cash Balance
TotalATinial Boflis Caps -




Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf

by the undersigned hereunto duly authorized.

Date: July 30, 2014

SIGNATURE

WORLD ENERGY SOLUTIONS, INC.

By: /s/ Philip V. Adams

Philip V. Adams
President and Chief Executive Officer
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

X  Quarterly Report Pursuant to Section 13 or 15{(d) of the Securitics Exchange Act of 1934 For the quarterly period ended
September 30, 2014; or

O  Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 For the transition period from
to

Commission file number: 001-34289

World Energy Solutions, Inc.

{Exact name of registr;nt as specified in its charter)

Delaware 04-3474959
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer [dentification Number)

100 Front Street
Worcester, Massachusetts 01608

(Address of principal exccutive offices)

508-459-8100
{Registrant's telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed ali reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the past 12 months (or for such shorter period that the registrant was required to file such reports); and (2) has been subject to
such filing requirements for the past 90 days. Yes X1 No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation 8-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes [X No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definition of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer £ Accelerated filer [

Non-accelerated filer O Smaller reporting company X
{Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No X

As of October 31, 2014, the registrant had 12,713,158 shares of common stock outstanding.
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PART 1
FINANCIAL INFORMATION

Item 1. Financial Statements
WORLD ENERGY SOLUTIONS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

September 30, December 31,
2014 2013
ASSETS : . -+ - (Unaudited) -
Current assets: _ _ ,
" Cashand cash equivalents - C ) o 1 2,756,332 1,725,136
Trade accounts recewable nct 7,993,230 7,738,141
i Inventory - : ' oo ' 759,558 ‘ 415,770
Current portmn of deferrcd tax asset 907,093 901,350
- Prepaid- expenses and othier curfent assets : S ' ‘ 579,902 © . 477:406
Total current assets 7 12,998,115 11,257,803
Property and equipment;net . -~ - - : ' : 479,496 - 573,778
Intangible asscts, net ‘ 12 571,919 15,193,965
Goodwill - LT : ' 16,167,834 16,167,834
Deferred tax asset, net of current porhon 7,236,903 7,198,984
Other assets; , R - S - 986,047 . . 687,098

S 50446314 § 51,079,462

~-Acéountspayablé: ;.. S $ 1460509 - § 1,697,798
Accrued commssngns o _ o 1,666,733 1,567,839

tAgerued. compensauon R 2,322,224 2,119,784
) _ 1,000,000
1','329_,233_ 1242374
4,678,249 3,546,380
= 500,000 -
1,117,904 477,712
12574852 12,151,787
4,613,790 5 52_2 288
4,000,000 - - . - 4,000,000
2331 918 3910035 ,
679 e 14768
23,532,239 2§L598,878
P N N ST
000,000 shates authorized; no shares ' 1
‘oron g - =
Common stock $0.0001 par value; 30, 000 000 shares authonzed
12,505,087 shares issued and 12,442,253 shares outstanding at
September 30, 2014, and 12,178,366 shares issued and 12,120,338
shares outstanding at December 31, 2013 _ _ 1,244 1212
Additional paid-in capital - : : T . _ , o 46,689,588 .- . 44,894,961
Accumulated deficit - (19 497, 759} ~ (19,156,245)
iy st;:62—83'4:’s’hai‘§s it September 30, 2014 and 58,028 D
ST ' ' _(278,998) .. - .. .-.(259.344)
26,914,075 25,480,584

§ __ 50446314 §_ 51079462

See accompanying notes to condensed consolidated financial statements.
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WORLD ENERGY SOLUTIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Revenue: .- e : g o
Brokerage commlssmns transactlon fees and efﬁclency prOJects $ 9761927 § 8§, 552 381 $ 28314, 705 3 2{,767,574
. Managenient fees* - < . _ _ ‘ _ 155712 ~ 186,176 516324 . 564,122
Total revenue _ 9,917,639 8,738,557 28,831,029 25,331,696
Costofrevenue . ©..0 . . T 2669066 .- 2243875 _ 7,101,185 6,621,481
Gross profit 7 7,248,573 6,494,682 21,729,844 18,710, 215
Operating expenses; - - .© . . S T o E
,Sales and marketmg 4 767 475 4,875,985 14,163, 226 14,744 413
: - .+2399.892: - 1,817,996 7313006 . .- 6,046,690
_ rating exper 7,167,367 6,693,981 21 476,232 20,791,103
b Operatingincomé (oss):~-~ - .- - - - -7 U206 - - (199299) . 253612 - -(2,080,888).
Interest expense, net ( 196 010) (253,822) (594 306) (733,956)
e e R ) 2309 . . 3378 11,024 . 16,671
( 112,495) (449,743) (329 670) (2 798,173)
. (36,844) - (142,555) - (11,844) . . (405,165)

S (149 339) $ (592 298) 3 (341 514) $ !3 203 33 )

Welghted average shares outstandmg — basic and diluted 12 421 143 12, 00‘7 667 12, 309 029 11 985 629

See accompanying notes to condensed consolidated financial statements.




WORLD ENERGY SOLUTIONS, INC,

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Nine Months Ended September 30,

2014 2013
Cash flows from operating activities: : , , ' o o
Net loss $ (341,514 % (3,203,338)
Adjustments to teconcile net loss to-net cash provided by operating activities: ' -
_ Depreciation and amortlzatlon 2,807,928 3,116,907
¢ _ Deferred income taxes . ’ - (43,662) 326,415
ased 662,624 435,234
: disposal of property and équipment” : 4,698 11,177
Non—cash mterest eXpense on warrants related to debt dlscount - 29,905
{ — 23,124 -
- (257,089). 134,592
| - ) 7 (343,788) (346,780)
! - . Prepaid expenses and other cuttent assets {102,496) (77,908)
Accounts payable (237,289) 576,980
£ ot Atcnied cortmissions - - 98,894 439761
| 202,440 (42,671)
- 'j%';Acc!ued contmgent' consideration ;- (72,000) - , (478 099)
_ Accrued expenses and other current habﬂmes 86,959 (675,034)
L g 4t (446,248) - - 2,095,996
2,019457 2, 166 261
sh flows:from investing activities: o B '
(Increase) decrease in other assets {336,908) 34 078
£ of property:and-equipient, nét of disposals (64,339) - - o (120,217)
Net cash used in mvestmg activities @1,247) (86 139)
Cash flows from Tinancing activities: -~ ' , 17
cise of stock optlons 204 035 113,815
i-:- Purchase of treasury stock - - (19,654) - - (34,838)-
Principal payments on Iong~term debt (268 306) ( 1, 500 000)
. Principal-payments-on notes payabie <=+ - --(500,000) - - - _
_Payments of contmgen consideration - (1 435 548)
: -~Principal payments on capitallease obliga (3.089) .. - (12,996)
Net cash used in financin actwmes _ (587,014) j_,869 567)
Net increase {decredse) ifl cash 'and cash equivalents - CLO3LI96 - . TUT(789,445)
Cash and cash equivalents, begmmng of peﬂod 1,725,136 3,307,822
Cash and cash equivalents; end:afperied - - - T : : © 800 2756332 .8 5T 2518377
Sgpplemental Disclosure of Cash Flow Informatlon 7 o 7 L
B Nei cash paid for interest -~ . .o o _ o o 5. o:621,348 B . . 724,033
Net cash paid for income taxes 3 23535 § 123,587
Nonzcash activities::~ -~~~ -~ . - ' ' : o R
Contmgent consideration settled Wlth common stock 3 928,000 § —
Equiipment acquired under capital leases - - ' ' $ L= -8 21416

See accompanying notes to condensed consolidated financial statements.




WORLD ENERGY SOLUTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{(Unaudited)

September 30, 2014

1.  Nature of Business and Basis of Presentation

World Energy Solutions, Inc. (“World Energy” or the “Company™) offers a range of energy management solutions to commercial and
mndustrial businesses, institutions, utilities, and governments to reduce their overall energy costs. The Company comes to market with a holistic
appreach to energy management helping customers a) contract for a competitive price for energy, b) engage in encrgy efficiency projects to
minimize quantity used and ¢) 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 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.

2. Interim Financial Statements

The December 31, 2013 condensed consolidated balance sheet has been derived from audited consolidated financial statements and the
accompanying September 30, 2014 unaudited interim condensed consolidated financial statements have been prepared pursuant to the rules and
regulations of the Sccurities and Exchange Commission (“SEC”) regarding interim reporting. Accordingly, they do not include all of the
information and footnotes required by accounting principles generally accepted in the United States of America (“GAAP”) for complete
financial statements and should be read in conjunction with the audited consolidated financial statements included in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2013, as filed with the SEC on March 31, 2014.

In the opinion of the Company’s management, the unaudited interim condensed consolidated financial statements have been prepared on
the same basis as the audited consolidated financial statements and include all adjustments consisting of normal recurring adjustments and
accruals necessary for the fair presentation of the Company’s financial position as of September 30, 2014, the results of its operations for the
three and nine months ended September 30, 2014 and 2013 and the resulis of its cash flows for the nine months ended September 30, 2014 and
2013, respectively.

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financia? statements and the reported
amounts of revenue and expenses during the reporting period. Accordingty, actual results could differ from these estimates.

The Company’s most judgmental estimates affecting its condensed consolidated financial statements are those relating 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 deferred tax assets. The Company regularly evaluates its estimates and assumptions based upon historical
experience and various other factors that the Company believes to be reasonable under the circumstances, the resulis 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 the extent actual results
differ from those estimates, future results of operations may be affected.

3. Loss Per Share

As of September 30, 2014 and 2013, the Company only had one issued and outstanding class of stock — common stock. The basic and
diluted loss per share for the three and nine months ended September 30, 2014 and 2013 is computed by dividing net loss by the weighted
average number of shares outstanding for the period.




The following table provides a reconciliation of the denominaiors of the Company’s reported basic and diluted carnings per share
computation for the three and nine months ended September 30, 2014 and 2013, respectively:

For the three months ended For the nine months ended

September 30, September 30,
o o 2014 _ 2013 2014 2013
Weiglited nuinber of common shafes - bagic. - -~ : 12,421,143 12,007,667 12,309,029 - 11,985,629
Common stock equivalents o — — — —
Weighted nuniber'of comnion anid common equivalent shares - diluted - - 12,421,143 - 12,007,667 _ 12,309,029 11,985,629

As the Company was in a net loss position for the three and nine months ended September 30, 2013, the computed diluted loss per share
does not assume conversion, exercise, or contingent exercise of securities as that would have an anti-dilutive effect on the loss per share in those
periods.

For the three and nine months ended September 30, 2014, 658,210, 49,545 , and 251,750 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 the three and nine months ended September 30, 2013, 787,106, 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. The Company did not declare or pay any dividends in 2014 or 2013.

4. Concentration of Credit Risk and Off-Balance Sheet Risk

Financial instruments that potentially expose the Compay to concentrations of credit risk consist principally of cash and cash equivalents
and trade accounts receivable, The Company has no material off-balance sheet risk such as foreign exchange contracts, option contracts, or other
foreign hedging arrangements. The Company places its cash and cash equivalents with two institutions, which management believes are of high
credit quality. As of September 30, 2014, all of the Company’s cash and cash equivalents are held in interest bearing accounts.

The Company provides credit in the form of invoiced and unbilled accounts receivable in the normal course of business. Collateral is not
required for trade accounts receivable, but ongoing credit evaluations are performed. While the majority of the Company’s revenue is generated
from retail energy transactions where the winning bidder pays a commission to the Company, commission payments for certain auctions can be
paid by the lister, bidder or a combination of both.

Revenue for the three Revenue for the nine Trade Acconnts

months ended months ended Receivable as of

September 30, September 30, _ September 30,
Bidder 2014 2013 2014 2013 2014 2013
Rir it deniin s el e T A% T A% T 16% T 16% T AT 1% T
B o 8% 13% 10% 12% 12%  14%

Two bidders merged at the end of 2013 and have been combined for presentation purposes above. 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 environmental needs. These listers are primarily large businesses and government organizations and do not have a direct creditor relationship
with the Company. For the three and nine months ended September 30, 2014 and 2013, no lister represented more than 10% individually of the
Company’s aggregate revenue.

§. Trade Accounts Receivable, Net

The Company does not invoice bidders for the commissions earned on retail electricity, certain natural gas and demand response
transactions and, therefore, 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 contracted commission
rates.




The Company does invoice bidders for commissions earned on wholesale and certain retail natural gas and energy efficiency transactions,
which are reflected as billed accounts receivable, For natural gas and wholesale transactions, the total commission earned on these transactions is
recognized upon completion of the 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,
the Company invoices the bidder, lister or combination of both for certain auctions performed for environmental commedity product
transactions, These transactions are earned and invoiced either upon lister acceptance of the auction results or, in some cases, upon delivery of
the credits or cash settlement of the transaction. Management provides for an allowance for doubtful 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, write-offs have not been material. Trade accounts receivable, net consists of the following:

_ September 30, 2014 December 31, 2013
Unbilléd accounts teceivabie - e % 7 6716918 '§ - T 6,070,227
Billed accounts receivable 1,823,491 1,993,093
LoD ' T R540409 T T R8I0
Allowance for doubtful accounts (545,179) (325,179)
: - Trade accounts receivable; net C - $ - 7,995230 0§ . - - 773814l

6. Inventory

Inventory is maintained in the Company’s Energy efficiency services segment and consists of prepaid expendables and project materials.
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 current 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
inventory was recorded at September 30, 2014 or December 31, 2013, Project materials represent direct costs incurred on projects-in-process as
of each reporting period. Inventory consists of the following:

o o 7 September 30, 2014 December 31, 2013

Prepaidexpendables . .. " . .. .- . -8 T 7753957 8 T T TIU55563
Project materials . 705,601 360,207
CTotalimventory- - - o oo 0§ .. 759558 8 .. .. .A15.770

7. Intangible Assets, Net

Intangibles, net with finite lives are summarized as follows as of September 30, 2014 and December 31, 2013:

September 30, 2014 December 31, 2013
Estimated Useful  Carrying Accumulated Carrying Accumulated
_ Life Amount  Amortization Net Amount  Amortization Net
Cuistomer contracts=~ - .~ ... 1-4yéars ~-'$ 5,276,000 $ - 3,980,000 $ 1,296,000 $ 5,276,000 -8 3,017,000 8 2,259,000
Customer relationships 7-10years 13,792,000 5872000 7,920,000 13,792,000 4812000 890,000
Non-compete agreeménts -~ - - Syears . . 2585000 . 1,350,000 1,235000 - 2,585,000 = 962,000 _ 1,623,000
Trade names 4 years 1,090,000 699,000 391,000 1,050,000 494.000 596,000
» Total - - - - '$'22!—7435'000 $ .)1-1!'90'1!0,0'0 '$'105842!0,00 ,3122574351000"_$ 9% 85!000'_-,$"13‘§458!f{)'00

The Company also recorded acquisition related intangible assets with indefinite lives in the amount of $1,736,000 pertaining to customer
relationships, which is not reflected in the above tables.




Amortization expense was approximately $2.6 million and $2.9 million for the nine months ended September 30, 2014 and 2013,
respectively. The approximate future amortization expense of intangible assets is as follows:

Remainder of 2014 .~ .. - S $ . 754,000
2015 ‘ 7 _ 2,801,000
016 - oo 7 .. 2,416,000
2017 _ , 1,273,000
2018 R . o ) o e ) 915000
2019 and thereafter , 2 683,000

e : : : $ 10,842,0D0

8. Deferred Revenue and Customer Advances

Deferred revenue and customer advances arise when energy suppliers pay the Company a commission prior to the Company meeting all
the requirements necessary to recognize revenue. In addition, deferred revenne and customer advances includes cash received for Energy
efficiency services projects that have not been completed. Deferred revenue and customer advances expected to be recognized as revenue by
year are approximately as follows:

.. e ) Amount
Remainder 0f 201457 7 ol S8 789,000
2015 . L , , 4,260,000
2017 _ 365 000 ,
5018 and-théreafter: - R S _ o - e e e e 210,000

Total deferred revenue and customer advances 3 7,010,000

The following table provides a rollforward of deferred revenue and customer advances:
Amount

Cash received 7 3 724 000
Revenuerecqgmzed_ CEE e e g et o . S s sl T s (&170,000)
Balance at September 30, 2014 $ 7,010,000

9.  Segment Reporting

The Company operates its business based on two industry segments: Energy procurement and Energy efficiency services. The Company
delivers its Energy procurement services to four markets: retail energy, wholesale energy, demand response and environmental commodity. The
Energy procurement process is substantially the same regardless of the market being serviced and is supported by the same operations personnel
utilizing the same basic technology and back office support. There is no discrete financial information for these product lines nor are there
segment managers who have operating responsibility for each product line. Energy efficiency services focuses on turn-key electrical, mechanical
and lighting energy efficiency measures servicing commercial, industrial and institutional customers.

Segment operating income represents income from operations, including share-based compensation, amortization of intangible assets and
depreciation. The following tables present certain continuing operating division information in accordance with the provisions of Accounting
Standards Codification (“ASC™) 280, “Segment Reporting” .




For the three months ended

For the nine months ¢ended

September 30, September 30,
) 2014 2013 2014 2013
Consolidated - revenue from external customers: S o
Energy procurement $ 7,762, 852 $ 7,295,276 $ 23,686,849 $ 21,673,273
Energy efficiency services - ' ) 2,154,787 - 1,443,281 - 5,144,180 3,658,423
Consolidated total revenue 3 9,917, 639 $ 8 7138, 557 $ 28,831,029 § 25 331 696
Consolidated - income -(loss)  before : income taxes: = - S
Energy procurement 3 33,901 $ (332,233) $ 33,141 % (2 131 734)
Energy efficiency services . " . S (146,396) © U (117,510) - (660,811) °(666,439)
Consolidated loss before income taxes $ (112,495) § (449,743) $ (329,670) $ _@ 798,173)
For the three months ended For the nine months ended
September 30, September 30,
2014 2013 2014 2013
Energy Procurement. 7 3
' $ "817§359 $.. . 2943977 $ .. . 2,536,137 -8 . .. .2831,927

$ 42,566 $ 50482 § 133,939 $ 148,309

3 196,010 - § V253,822 § . 0. 594306 $. .o 733,956

$ 39,289 $.v .- 392808 . ....117,868 -§ ... 117,868

$ 6,361 $ 5,801 § 19,984 § 18,803

$ == $ R T e R

Se&mher 30 2014 December 31, 2013
: $ 44 086 032 $ 44,898,931
Encrgy efficiency services - , . :.6,360;282 - . .. 6,180,531 -
Consolidated total assets 3 50,446,314 $ 51,079,462

10. Income Taxes

In accordance with ASC 740, Income Taxes , ¢ach interim period is considered integral to the annual period and the tax benefit (expense)
is measured using an estimated annual effective tax rate. An entity is required to record an income tax provision each quarter based on its best
estimate of the annual effective tax rate for the full fiscal year and use that rate to provide for income taxes on a current year-to-date basis, as
adjusted for discrete taxable events that occur during the interim period. If, however, the entity is unable to reliably cstimate its annual effective
tax rate, then the actual effective tax rate for the year-to-date period may be the best annual effective tax rate estimate. For the nine months ended
September 30, 2014, the Company determined that it was unable to make a reliable estimate of the annual effective tax rate as relatively small
changes in its projected income or loss produce significant variances in its annual effective tax rate. Therefore, the Company recorded a tax
expense in the amount of $37,000 and $12,000 for the three and nine months ended September 30, 2014, respectively, based on the actual
effective rate for the nine months ended September 30, 2014, The effective tax rate for the three and nine months ended September 30, 2013 wag
calculated based on an estimated annual effective tax rate resulting in an income tax expense of $143,000 and $405,000, respectively.




11. Fair Value Measurement and Fair Value of Financial Instruments

The Company follows ASC 820, “ Fair Value Measurements and Disclosures ” (“ASC 820) for fair value measurements. ASC 820
defines fair value, establishes a framework 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 seH an asset or paid to
transfer a liability in an orderly transaction 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-fevel hierarchy for fair
value measurements based on the nature of inputs used in the valuation of an asset or liability 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
liabilities (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 required
by ASC 820, the Company does not adjust the quoted price for these investments, even in situations where the Company holds 2 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 through corroboration with observable market data. Level 2 includes investments valued at quoted prices
adjusted for legal or contractual 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 matket activity.

As of September 30, 2014, the Company did not have any assets and liabilities measured at fair values on a recurring basis.

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

December 31,
2013 Level 1 Level 2 Level 3
Liabilitigs =" - 0 7 S T T T T e SR
Contingent consideration 3 1,000,000 $ — 3 — § 1,000,000
TTotal liabilitie T e T B S TEL000;000. g en T e T s TR R 21000,000 7

The Company determines 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. Changes to the fair value of contingent consideration are recorded in general and
administrative expense. During the nine months ended September 30, 2014, the Company seitled its contingent consideration obligations, As
part of the seitlement, the Company issued 200,000 shares of common stock to GSE Consulting, L.P. (“GSE”) that had a fair value of $928,000
on the date of issuance.

The following table provides a roliforward of the fair value, as determined by Level 3 inputs, of the contingent consideration,

For the nine months

ended September 30,
2014
$ 7 71,000,000
R L T : - o : : - (928,000)
alue included in eamings (72,000)
o ——
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The carrying amounts and fair values of the Company’s debt obligations are as follows:

September 30, 2014 December 31, 2013
Carrying Value Fair Valye Carrying Value Fair Value

Termloan - .-~ . .7 S -8 5731694 § 5731694 $ 6,000,000 $ 6,000,000
§p ordi notes payable ) 4,000,000 4,000,000 4,000,000 4,000,000
Related party subordinated notes payable -~ - _ — , — .. .500,000 - 500,000

Total debt obligations 3 9,‘.?371,‘694 $ 9;731,694 $ 10,500,000 $ 10,500,000

The carrying 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 borrowings, The interest rate on the Commerce Bank and
Trust Company (“Commerce™) debt is tied to the prime rate and will fluctuate with changes in that rate. Related party notes payable are
classified as short-term on the Company’s accompanying condensed consolidated balance sheets.

12. Credit Arrangements

Credit Facility

The Company has a $8.5 million credit facility with Commerce consisting of a revolving credit facility of up to $2.5 million (the
“Revalver”) that matures on December 30, 2016 and a 60-month term loan of $6.0 million (the “Term Loan™).

The Revolver bears interest at the prime rate plus 1.75% (totaling 5% at September 30, 2014} 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 $2.5 million or the total of
80% of eligible billed and unbilled accounts receivable (less the aggregate outstanding on any letters of credit). There have been no borrowings
under the Revolver,

The Term Loan bears interest for the first 6 months at the prime rate plus 2.75% (totaling 6% at September 30, 2014), 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. The Term Loan was interest only for six months followed by 54 monthly principal and interest payments
which commenced on July 30, 2014 with a balloon payment for any remaining principal balance at maturity.

Subordinated Notes

On October 3, 2012, the Company entered into a Note Purchase Agreement with Massachusetts Capital Resource Company (“MCRC”), in
which the Company entered into an 8-year, $4.0 million Subordinated Note due September 30, 2020 with 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 commencing
October 31, 2016. The Company 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 facility with Commerce and contains
a Minimum Fixed Charge Ratio covenant that the Company is in compliance with at September 30, 2014,

13. Commitments and Contingencies
Litigation

Two former employees/consultants of GSE have filed two separate complaints in the District Courts of Dallas County and Tarrant County
Texas against World Energy and GSE Consulting, LP alleging, among other things, claims related to breach of contract, quantum meruit, unjust
enrichment, promissory estoppel, tortious interference, fraud, assumed liability, and civil conspiracy. One of the plainiiffs has filed a claim
against a GSE principal for intentional infliction of emotional distress. 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 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. The
Company denies the allegations and has filed counterclaims for damages, asserting claims for conversion, unjust enrichment, misappropriation
of confidential information, and violation of the Texas Theft
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Liability Act against each of the plaintiffs. The Company has alzo filed a counterclaim against one of the plaintiffe for her breach of a non-
competition and non-solicitation agreement, based on her working for a competitor of the Company’s during her one-year restrictive period and
her improper solicitation of former GSE customers on behalf of the competitor. The Company also filed a counterclaim against the other
plaintiff for breach of contract based on the exclusivity obligation sct forth in her independent contractor agreement. This counterclaim will only
apply if the jury finds that World Energy assumed the plaintiff’s independent contractor agreement. The Company’s motions for summary
judgment seeking dismissal of ail of the plaintifi’s claims was denied in its entirety in one of the cases. In the other case, the Company’s motion
for summary judgment was partially granted, dismissing the plaintiff’s civil conspiracy claim. One of the plaintiffs successfully maved for
summary judgment on all counterclaims except the breach of contract based on the exclusivity obligation. The courts have assigned trial dates of
November 17, 2014 and January 26, 2015. The court recently granted a continuance of the November 17 ™ trial to a time and date to be
determined in February / March 2015,

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

In addition, the Company had filed cross claims against GSE for indemnification under the Asset Purchase Agreement in each of the
plaintiffs’ cases. The GSE affiliates and principals had also asserted cross claims against the Company seeking indemnification under the Asset
Purchase Agreement. In December 2013, GSE had amended its cross claims in one of the matters to include claims asserting breach of the
earnout provisions in the Asset Purchase Agreement. In April 2014, the Company and GSE settled all claims against each other related to these
lawsuits and the eamout provisions. The Company and GSE filed with the court agreed motions to dismiss all claims against ene another, which
were allowed by the court. The settlement called for the Company to issue 200,000 shares of common stock to GSE and its affiliates that had a
fair value of $0.9 million on the date issued.

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 liabilities, including lawsuits, management believes that the aggregate amount of such liabilities, if any, will not have a material
adverse effect on its condensed 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 the Company’s assumptions or strategies related to
those contingencies or changes out of its control.

14.  Subsequent Event

On November 4, 2014, 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 of the outstanding shares of the 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 of the Offer is subject to a number of conditions, including {i) that a majority of the Shares outstanding be validly tendered
and not validly withdrawn prior to the expiration of the Offer; (ii) completion of a 55-day “go-shop” period during which time the Company will
solicit alternative proposals to the Offer and Merger and (iii) certain other customary conditions. The Offer and the Merger are not subject to
any financing conditions. The Board has approved the Merger Agreement and unanimously recommends that stockholders of the Company
tender their Shares in the Offer. The Company will file a Schedule 14D-9 with the SEC containing the recommendation of the Board on the same
day that the Offer is commenced.

Parent and the Company have made customary representations, warranties and covenants in the Merger Agreement, including covenants
(i) to promptly make all filings required 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 reasonable best 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 of the 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 of the Merger.
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Prior to the closing of the Offer, the Board may, subject to compliance with certain obligations, (i) terminate the Merger Agreement to
enter into a definitive agreement with respect to a Takeover Proposal; 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. Upon
termination of the Merger Agreement under specified circumstances, the Company and the Parent will be required to pay termination and reverse
termination fees, respectively.
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Ftem 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This quarterly report on Form 10-Q including this Item 2, contains forward-looking statements within the meaning of Section 274 of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, which involve risks and uncertainties.
Readers can identify these statements by forward-looking words such as "may,” "could,” “should,” “would,” “intend,” “will.” “expect,”
“anticipate,” “believe,” “estimate,” “continue” or similar words. Our actual resulis and the timing of certain events may differ significantly
from the results and timing discussed in the forward-looking statements. Factors that could cause or contribute to such differences include, but
are nof limited o, those discussed or referred to in this report and in the “Risk Factors” section of our Annual Report on Form 10-K and any
later publicly available filing with the Securities and Exchange Commission (“SEC”). The following discussion and analysis of our financial
condition and results of operations should be read in light of those factors and in conjunction with our accompanying condensed consolidated
financial statements and notes thereto.

Overview

World Energy (the “Company™) offers a range of energy management solutions to commercial and industrial businesses, institutions,
utilities, and governments to reduce their overall energy costs. We come 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. We made our mark on the industry with an innovative approach to procurement via our online auction
platform, the World Energy Exchange ® . With recent investments and acquisitions, we are building out our energy efficiency practice by
engaging new customers while also pursuing more cross-selling opportunities for our procurement services.

We 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) the customer can earn. 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. We assert that point solution vendors may optimize ene of the three elements, but
we believe it takes looking at the problem holistically to unlock the most savings.

Acquisitions are an important component of our business strategy. 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.

During the fourth quarter of 2012, we acquired substantially all of the 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 members. NEP
was a Connecticut based energy management and procurement company. During the third and fourth 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.

On November 4, 2014, we 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 of the outstanding shares of our commeon 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 of the Offer is subject to a number of conditions, including (i) that a majority of the Shares outstanding be validly tendered
and not validly withdrawn prior to the expiration of the Offer; (ii) completion of a 55-day “go-shop” period during which time we will solicit
alternative proposals to the Offer and Merger and (jii) certain other customary conditions. The Offer and the Merger are not subject to any
financing conditions. The Board has approved the Merger Agreement and unanimously recommends that our stockholders tender their Shaves in
the Offer. We will file a Schedule 14D-9 with the SEC containing the recommendation of the Board on the same day that the Offer is
commenced.
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Parent and the Company have made customary representations, warranties and covenants in the Merger Agreement, including covenants
(i) to promptly make all filings required 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 reasonable best 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 of the Merger, we

have agreed to conduct our business in all material respects in the ordinary and usual course and to comply with certain other operating
covenants through the consummation of the Merger.

Prior to the closing of the Offer, the Board may, subject to compliance with certain obligations, (i) terminate the Merger Agreement to
enter into a definitive agreement with respect to a Takeover Proposal; or (ii) change its recommendation to our 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 iake such action would be inconsistent with the directors’ fiduciary duties under applicable law. Upon termination of the
Merger Agreement under specified circumstances, the Company and the Parent will be required to pay termination and reverse termination fees,
respectively.

Our business model is heavily dependent on our people. We have significantly grown our employee base from 20 at the time of our initial
public offering in November 2006 to 130 at September 30, 2014. This planned investment in staffing has been, and will continue to be, a key
component of our strategic initiatives and revenue growth. These infrastructure investments will result in increased operating costs in the short-
term, but in the long-term we expect them to generate cash flow and profitability as we build incremental revenue. To date we have funded our
acquisitions and strategic investments primarily with cash on-hand, notes payable, cash from operations and long-term debt. We have also
deferred portions of the purchase prices through the use of earnouts that are tied to the ongoing performance of the acquired entity. Through the
utilization of seller notes and earnouts, we have been able te 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 both in the short and long-term and may require us to borrow against our
curtent credit facility and/or raise funds through additional capital raises.

Operations

Revenue

Retail Electricity Transactions

We earn a monthly commission on energy sales contracted through our online auction platform from each bidder or energy supplier based
on the energy usage transacted between the 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 between the
energy supplier and energy consumer multiplied by our contractual commission rate. Qur coniractual 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 run the respective auction and competitive factors, among others. Once the contractual 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
of the contractual term regardless of energy usage. Energy consumers provide us with a letter of authorization to request their usage history from
the local utility. We then use this data to compile a usage profile for that energy consumer that will become the basis for the auction. This data
may also be used to ¢stimate 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 future.
These fluctuations are primarily due to the buying patterns of our wholesale and natural gas customers, which tend to have large, seasonal
purchases during the fourth and first quarters and electricity usage having higher demand in cur second and third quarters. In addition, the
activity levels on the World Energy Exchange ® can fluctuate due to a number of factors, including market 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 of operations may be affected. Contracts between energy suppliers
and energy consumers ar¢ signed for a variety of term lengths, with a one to two year contract term being typical for commercial and industrial
energy consumers, and government contracts typically having two to three year terms.

We do not invoice our electricity energy suppliers for monthly commissions earned and, therefore, we report a substantial portion of our
receivables as “unbilled.” Unbilled accounts receivable is based on 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 first
component represents energy usage for which we have received actual 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 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 actual data, but for which we have estimated usage.
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Commissions paid in advance by certain bidders 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 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 energy consumers and are
generally billed on a monthly basis for services rendered based on terms 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 electricity 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 rather on the amount of energy consumed.
Commissions arc 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 earned 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 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 energy supplier of the end-users energy usage and energy 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 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 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 we do not reccive actual
usage data from the energy supplier, we will recognize revenue at the end of the contract flow date.

Demand Response Transactions

Demand response transaction fees are recognized when we have received confirmation from the demand response provider (“DRP”) that
the energy consumer has performed under the applicable Regional Transmission Organization (“RT0O”) or Independent System Operator (“1SO™)
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 the PIM Interconnection {“PJM™), 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 the PYM by the DRPs and we receive confirmation of the epergy 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 of
the revenue we recognize is reflected as unbilled accounts receivable,

Wholesale and Environmental Commedity Transactions

Wholesale transaction fees are inveiced 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.

Environmental commodity transaction fees are accounted for utilizing two primary methods. For regulated allowance programs like
Regional Greenhouse Gas Initiative, Inc. (“RGGI™), fees are paid by the lister 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 underlying 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 cost reimbursement. Once the utility approves funding for the project, we
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install the equipment, typically new heating, ventilation or air conditioning equipment, or replace lighting fixtures to more efficient models. We
recognize re¢venue 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 shott-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 ¢lose proximity to determine if the contracts
should be combined for revenue recognition purposes. Revenues are recognized based upon factors such as passage of title, instaflation,
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 of the online auction and maintenance of market-
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.
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;

® third 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
¢ peneral marketing costs such as trade shows, marketing 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, insuraﬁce and other professional fees; and
* rent, depreciation and other related overhead and facility-related costs.
Interest expense, nel
Interest expense, net consists primarily of:
®* interest income earned on cash held in the bank; and
® jnterest expense related to bank term loans, notes payable and contingent consideration.

Income tax benefit (expense)
Income tax benefit (expense) is based on projected annualized taxable income or loss when this can be reliably estimated. In the event that

we cannot reliably estimate due to the fact that a relatively small change in projected annualized taxable income or loss produces a significant
variance in our annual effective tax rate then we utilize the actual effective rate for the year to date period.
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Under both scenarios, the benefit (expense) also reflects our deferred tax provision, federal alternative minimum liability, if applicable, and state
income taxes.

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Reverme - - .. . = .7 o . . R 100% - ©100% 100% T 100% -
Cost of revenue 27 26 25 26
Gross profit: - T S R - T 7 T £ R ]
Operating expenses H )
Sales and-marketing- ... . . R B -5 49 . 58
admi 1stratwe o 24 20 25 24
Operating ificome (loss) ...~ - - . T oo 1o Ty T s T T8
Other expense, net _ _ _ (2) 3) (2) _ 3)
Incomie tax benefit (expense) T EOPIEITEE ) B : oo (2)
Net income (loss) (1%) (7%) ( 1%) (13%)

Results of Operations

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

Comparison of the Three Months Ended September 30, 2014 and 2013

Revenue

For the Three Months Ended
September 34,
2014 2013 Increase
UTTT62852. ¥ i T:295,2767 8 T AGTST6 T

%

Revenue increased 13% for the three months ended September 30, 2014 as revenue from both segments increased as compared to the
same period in 2013, Energy procurement segment revenue increased 6% due to increased transaction activity from our auction, mid-market and
wholesale customers as well as increased revenue recognized from previously deferred items. These increases were partially offset by a decrease
of in-period natural gas transaction activity. Energy efficiency services segment revenue increased 49% as the rebuilt Massachusetts sales team
continued to deliver an increase in the number of projects as well as an increase in the average project size compared to the third quarter of 2013.

Cost of revenye

For the Three Months Ended September 30,

2014 2013
% %
3 of Revenue 3 of Revenue Increase (Decrease)
$.:959,069.. - 12% 7 - $1;141432 6% - $:(182363) % *° T(16%)
1709997 79 12102,443 _ 75 __ 607,554 55
7.152!669&.6_6_. T 2T% - 82,243 875 0 - 26% - $0425,191 - - +19%:

Cost of revenue increased 19% for the three months ended September 30, 2014 as compared to the same period in 2013. Cost of revenuc
for our Energy procurement segment decreased 16% due to decreases in payroll reflecting our integration, automation and reorganization efforts.
Cost of revenue associated with our Energy procurement segment as a percent of revenue decreased by 4% primarily due to the cost decreases
described above and, to a lesser extent, the 6% increase in Energy procurement revenue. Cost of revenue associated with our Energy efficiency
services segment increased 55% primarily due to an increase in project costs associated with the 49% increase in revenue. Cost of revenue
associated with our Energy efficiency services segment as a percent of revenue increased by 3% primarily due to a lower contribution margin on
one large project completed in the third quarter of 2014.
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Operating expenses

For the Three Months Ended September 30,

2014 2013
% %
_ $ of Revenue $ of Revenue Increase (Decrease)
Salesand imarketing .= 0 = S U $4,767475 . T 48% - $4,875985 . - 56% - -$ (108510)- (2%)
General and admmlstratwe _ 2,399,892 24 1,817,996 20 581,896 32
L Total operating expense Loaes e C$TI6T36T T 2% 0 $6,693981. - 6%  $-473386.- - 1%

Sales and marketing expenses decreased 2% for the three months ended September 30, 2014 as compared to the same period in 2013
primarily due to decreases in internal commissions, marketing expenses and amortization of intangible assets. Internal commissions decreased
due to the change in commission policy for our mid-market group that we implemented in the second quarter of 2013. Under the revised policy,
we continued to pay commissions based on cash received from mid-market transactions that were deferred for revenue purposes and also
provided for a bookings bonus to offset the impact of the change in our policy. We converted the bookings bonus to a draw program in 2014,
eliminating that component of commission expense. The decrease resulting from this change in policy was substantially offset by increases in
efficiency and energy procurement commissions. Amortization expense related to intangibie assets decreased as certain intangible assets related
to our acquisitions became fully amortized in 2014, These decreases were partially offset by an increase in share-based compensation and third
party commission expense. Sales and marketing expense as a percentage of revenue decreased 8% primarily due to the 13% increase in total
revenue.

The 32% increase in general and administrative expenses for the three months ended September 30, 2014 as compared to the same period
in 2013 was primarily due to merger related costs associated with the proposed sale of the Company to EnerNOC as well as an increase in
payroll costs. In addition, the third quarter of last year benefitted from a decrease in contingent consideration. Payroll costs increased primarily
due to investments in our product development team. General and administrative expenses as a percent of revenue increased 4% due to the
transaction costs described above.

Other income (expense), net

We recorded net interest expense of approximately $0.2 million for the three months ended September 30, 2014 comipared to net interest
expense of approximately $0.3 for the three months ended September 30, 2013. The decrease in net interest expense in 2014 was primarily due
to a reduction in the interest rate charged on our long-term debt resulting from the replacement of our credit facility in the fourth quarter of 2013,

Income tax benefit (expense)

We recorded an income tax expense of approximately $37,000 for the three months ended September 30, 2014 and an income tax expense
of approximately $0.1 million for the three months ended September 30, 2013. For the three months ended September 30, 2014, we utitized our
actual effective tax rate as the basis for the income tax expense as we were unable to make a reliable estimate of our annual effective tax
rate. For the three months ended September 30, 2013, the effective tax rate was based on our estimated annual effective tax rate. The income
tax expense for the three months ended September 30, 2014 reflects a deferred tax benefit and state income taxes. The income tax expense for
the three months ended September 30, 2013 reflects a deferred tax provision, federal alternative minimum tax liability and state income taxes.

Net loss

‘We reported a net loss of approximately $0.1 million for the three months ended September 30, 2014 and approximately $0.6 million for
the three months ended September 30, 2013. The $0.5 million decrease in net loss was primarily due to the increase in revenue, improved gross
margin and the decrease in sales and marketing expenses. These increases were partially offset by an increase in general and administrative costs
associated with our proposed merger with EnerNOC.
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Comparison of the Nine Months Ended September 30, 2014 and 2013

Revenue
For the Nine Months Ended September
30,
o 2014 2013 Increase
Energy procurement - .- oo o0 o §T L EDY6R6840 -§ 0 21673273 § - 2,013576 ¢ 0%
Energyﬁefﬁciency serv:ces S 5,144,180 3,658,423 1,485,757 41
- Total révenue : UL e s s 8 T28.831,029.5 -8 a7 25331696 -~ $-°. 3,499,333 - 14%

Revenue increased 14% for the nine months ended September 30, 2014 as revenue from both segments increased as compared to the
same period in 2013. Energy procurement segment revenue increased 9% due to increased transaction activity from our auction and mid-market
customers as well as increased revenue recognized from previously deferred items. These increases were partially offset by a decrease in gas
transaction activity in the nine months ended September 30, 2014 as increased commodity prices during the first quarter resulted in delayed
contracting decisions by listers. Energy efficiency services segment revenue increased 41% as the rebuilt Massachusetts sales team continued to
deliver increased revenue in the NSTAR territory in Massachusetts during the nine months ended September 30, 2014 as compared to the nine
months ended September 30, 2013.

Cost of revenue

For the Nine Months Ended September 390,

2014 2013
% %
$ of Revenue $ of Revenue Increase (Decrease)
Energy effi 01ency services _ 4 1222183 8 R
Cost.of revent . $7.101:185: . - 259 o 26%

Cost of revenue increased 7% for the nine months ended September 30, 2014 as compared to the same period in 2013. Cost of revenue for
our Energy procurement segment decreased 18% due to decreases in payroll reflecting our integration, automation and reorganization efforts,
Cost of revenue associated with our Energy procurement segment as a percent of revenue decreased by 4% primarily due to the cost decreases
described above and, to a lesser extent, the 9% increase in Energy procurement revenue, Cost of revenue associated with our Energy efficiency
services segment increased 38% primarily due to an increase in project costs associated with the 41% increase in revenue. Cost of revenue
associated with our Energy efficiency services segment as a percent of revenue decreased by 2% primarily due to improved contribution margins
on projects completed in the nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013,

Operating expenses

For the Nine Months Ended September 30,

2014 2013
Yo %o
, o 3 of Revenue $ of Revenue _ Inerease (D rease)
St o §TAT6006. - A% STATARAIE T T A%
o 1,313,006 25 _6046600 ,,2:!.,, ) o2
s $21476,232 5% . - $20,791;103 - ¢ - 82% . - 3%

Sales and marketing expenses decreased 4% for the nine months ended September 3¢, 2014 as compared to the same period in 2013
primarily due to decreases in internal commissions and amortization of intangible assets. Internal commissions decreased due to the change in
commission policy for our mid-market group that we implemented in the second quarter of 2013. Under the revised policy, we continued to pay
commissions based on cash received from mid-market transactions that were deferred for revenue purposes and provided for a bookings bonus to
offset the impact of the change in our policy. We converted the bookings bonus to a draw program in 2014, eliminating that component of
commission expense. This decrease in mid-market commissions was offset by increased commission expense for our auction and efficiency
groups. Amortization expense related to intangible assets decreased as certain intangible assets related to our acquisitions became fully
amortized in 2014. These decreases were partially offset by an increase in third party commission expense as we continued to expand our
channel partner network. Sales and marketing expense as a percentage of revenue decreased 9% primarily due to the 14% increase in revenue.
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The 21% increase in general and administrative expenses for the nine months ended September 30, 2014 as compared to the same period
in 20113 was due to an increase in legal, transaction, and payroll costs, Legal and transaction costs increased primarily due to a shareholder action
during the first quarter of 2014 and the proposed sale of the Company to EnerNOC. Payroll costs increased due to investments in our product
development team. In addition, 2013 benefitted from a decrease in contingent consideration. General and administrative expenses as a percent of
revenue was substantially consistent with the prior year period as the 14% increase in revenue offset the above noted cost increases.

Other income (expense), net

We recorded net interest expense of approximately $0.6 million for the nine months ended September 30, 2014 compared to net interest
expense of approximately $0.7 million for the nine months ended September 30, 2013. The decrease in net interest expense in 2014 was
primarily due to a reduction in the interest rate charged on our long-term debt resulting from the replacement of our credit facility in the fourth
quarter of 2013.

Income tax benefit (expense)

We recorded an income tax expense of approximately $12,000 for the nine months ended September 30, 2014 and an income tax expense
of approximately $0.4 million for the nine months ended Scptember 30, 2013, For the nine months ended September 30, 2014, we utilized our
actual year-to-date effective tax rate as the basis for the income tax expense as we were unable to rely on our annual effective tax rate. For the
nine months ended September 30, 2013, the effective tax rate was based on our estimated annual effective tax rate. The income tax expense for
the nine months ended September 39, 2014 reflects a deferred tax benefit and state income taxes. The income tax expense for the nine months
ended September 30, 2013 reflects a deferred tax provision, federal alternative minimum tax liability and state income taxes.

Net loss

Net loss improved approximately $2.9 million for the nine months ended September 30, 2014 compared to the same period in 2013,
primarily due the increase in revenue, improved gross margin and the decrease in sales and marketing expenses. These decreases in net loss were
partially offset by the increase in general and administrative expenses.

Liquidity and Capital Resources

At September 30, 2014, we had no commitments for material capital expenditures, We have identified and executed against 2 number of
strategic initiatives that we believe are key components of our future growth, including: making strategic acquisitions; entering into other
energy-related markets including energy efficiency; expanding our community of listers, bidders and channel partners on our exchanges;
strengthening and extending our long-term relationships with government agencies; and growing our direct and inside sales force. As of
September 30, 2014 our workforce numbered 130, an increase of four from the number that we employed at December 31, 2013. At September
30, 2014, we had 62 professionals in our sales and marketing and account management groups, 41 in our supply desk group and 27 in our
general and administrative group.

We paid $10.4 million to acquire three businesses in 2011 through the use of cash on hand, cash flow from ongoing operations as well as
cash flow generated by the acquisitions. In addition, we have paid $6.7 million in seller notes and contingent consideration bringing the total
cash paid for the 2011 acquisitions to $17.1 million. In October 2012, we acquired NEP for $11.3 million. We funded this acquisition through
the isswance of $8.0 million in long-term bank debt, a $2.0 million seller note and $1.3 million in contingent consideration. While the
expansion/addition of these debt instruments significantly increased our commitments, we believe we have the resources to meet both our short-
and long-term obligations under these arrangements based on cash on-hand, operating cash flows from our base business and cash expected to be
generated from all of our acquired businesses. We subsequently retired the seller note and contingent consideration payments and commenced
repayment of the long-term bank debt. In addition, in 2014 we settled all outstanding earnout claims with GSE by issuing 200,000 shares of
common stock, which had a fair value of approximately $0.9 million. As of September 30, 2014 we have retired all of our seller-note and
earmout obligations related to all of our acquisitions. During the nine months ended September 30, 2014 we generated cash flow from operations
of $2.0 million and ended the quarter with $2.8 million in cash and cash equivalents.
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Comparison of September 30, 2014 to December 31, 2013

September 30, December 31,

' _ 2014 2013 Increase (Decrease)
Cashi and cash equivalents ~ = = $ 2756332 -8 1,725136 § 1,031,196 60%
Trade accounts receivable, net 7,995,230 7,738,141 257,089 3
Days sales ouistanding- . - .~ . 74 - 16 @ 3)
Working capital (defici?) 423263 (893.984) 1317247 147
Stockholdeérs’ equity R o 26,914,075 . 25,480,584 1,433,491 6

Cash and cash equivalents increased 60% primarily due to cash flows from operations of approximately $2.0 million. Trade accounts
receivable at September 30, 2014 increased 3% as compared to the fourth quarter of 2013 as days sales outstanding (representing accounts
receivable outstanding at September 30, 2014 divided by the average sales per day during the three months ended September 30, 2014, as
adjusted) decreased 3%. Days sales outstanding decreased 3% due to the timing of in-period revenue recognized and cash receipts within the
nine months ended September 30, 2014 as compared to the same period in 2013. Revenue from bidders representing 10% or more of our revenue
decreased to 26% from two bidders during the nine months ended September 30, 2014, from an aggregate 28% for two bidders in the same
period of the previous year. Two bidders merged at the end of 2013 and have been combined to determine the percentages above in both periods.

The working capital balance at September 30, 2014 {consisting of current assets less current liabilities) improved $1.3 million from
December 31, 2013. Current assets increased $1.7 million primarily due to the increase in cash and cash equivalents. Current liabilities
increased $0.4 million due to increases in short-term deferred revenue and long-term debt. These increases were partially offset by the settlement
of our contingent consideration obligations and the $0.5 million payment against the short-term related party note. Stockholders’ equity
increased 6% for the nine months ended September 30, 2014 primarily due to the issuance of shares under the GSE settlement and share-based
compensation.

Cash provided by operating activities for the nine months ended September 30, 2014 and 2013 was approximately $2.0 million and $2.2
million, respectively. Cash used in investing activities for the nine months ended September 30, 2014 was approximately $0.4 million primarily
due to capitalized software cost. Cash used in financing activities for the nine months ended September 30, 2014 and 2013 was approximately
$0.6 million and $2.9 million, respectively. Cash used in financing activities for the nine months ended September 30, 2014 primarily resuited
from the final $0.5 million payment of the NEP seller note and repayment of long-term debt, both partially offset by proceeds from the exercise
of stock options. Cash used in financing activities for the nine months ended September 30, 2013 was primarily due to a contingent consideration
payment of $1.4 million and $1.5 million of principal payments on long term debt.

Adjusted EBITDA, representing net loss adjusted for non-recurring transaction costs before interest, income taxes, depreciation and
amortization for the nine months ended September 30, 2014 was $3.6 million as compared to $1.1 million for the same period in the prior year.
Please refer to the section below discussing non-GAAP financial measures for a reconciliation of non-GAAP measures to the most directly
comparable meagure calculated and presented in accordance with accounting principles generally accepted in the United States of America
(“GAAP™).

In this Quarterly Report on Form 10-Q, we provide certain “non-GAAP financial measures”. A non-GAAP financial measure refers to a
numerical financial measure that excludes (or includes) amounts that are included in (or excluded from) the most directly comparable financial
measure calculated and presented in accordance with GAAP in our financial statements. In this Quarterly Report on Form 10-Q, we provide
Non-GAAP adjusted net income (loss) and adjusted EBITDA as additional information relating to our operating results. These non-GAAP
measures exclude expenses related to the proposed sale of the Company to EnerNOC, 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 income taxes. Management uses these non-GAAP measures for internal reporting and bank
reporting purposes. We have provided these non-GAAP financial measures in addition to GAAP financial results because we believe that these
non-GAAP financial measures provide useful information to certain investors and financial analysts in assessing our operating performance due
to the following factors:

*  We beligve that the presentation of a non-GAAP measure that adjusts for 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 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 operating
results and underlying operational trends;

22




We do not regularly incur costs relating to an evaluation of strategic alternatives and costs associated with entering into an
Agreement and Plan of Merger. We identify these costs as non-recurring and, once incurred, generally cannot be changed or
influenced by management;

*  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 petiod 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 arc fixed at the time the costs are incutred 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 assets relate primarily to computer and office equipment and fumiture 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 purchase;

®*  We do not regularly enter into bank debt, seller notes and/or pay interest on contingent consideration. Our seller notes and
contingent consideration 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. Our cash 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 alternative minimum tax
liability based on statutory rates that generally cannot be changed or influenced by management.

Pursuant to the requirements of the SEC, we have provided below a reconciliation of the non-GAAP financial measures used to the most
directly 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 companies, and therefore should
not be used to compare our performance to that of other companies. The presentation of this additional information is not meant to be considered
in isolation or as a substitute for net income (loss) prepared in accordance with GAAP.

Three Months Ended September 30,  Nine Months Ended September 30,
2014 2013 2014 2013
TA493%9) 3 (592298): § 0 (GALs14) 8 F (505 08)
405 807 N — 488, 807

EETEETIE
733,956

UL 3GRAAT i TAESSS - e ATBMA T L L AO5TES -

844,701 974,759 2,616, 6,046 2,924,275

g el T e CTIAT i o g80T e o UA7959 e vt 35800
Add Depreclatmn _ 48,927 56 373 153,923 167,112

NomOARP Adasted EBITDA %~ 1417+~ 843,718 7§ . 7-.3.561371 " §:

%1;052:690

Critical Accounting Policies

The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period. Accordingly, actual results 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 lister of such energy; stock-based compensation; the valuvation 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 deferred tax assets. We regularly evaluate our estimates and assumptions based upon historical
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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 from other sources. To the extent actual results differ
from those estimates; future resulis of operations may be affected. Refer to Note 2 of our consolidated financial statements within our Annual
Report on Form 10-K as filed with the SEC on March 31, 2014 for a description of our accounting policies.

Ofi-Balance Sheet Arrangements

We currently have no off-balance sheet arrangements that have or are reasonably likely to have a current or future material effect on our

financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital
resources.

Item 3. Quantitative and Qualitative Disclosure about Market Risk

As a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and in ltem 10(f)(1) of Regulation S-K, we are electing
scaled disclosure reporting obligations and therefore are not required to provide the information requested by this Item.

I tem 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15 under the Securities Exchange Act of 1934, as amended (the “Exchange Act™), the Company carried out an
evaluation under the supervision and with the participation of the Company’s management, including the Chief Executive Officer and Chief
Financial Officer, of the effectiveness of the Company’s disclosure controls and procedures as of December 31, 2013. In designing and
evaluating the Company’s disclosure controls and procedures, the Company and its management recognize that there are inherent limitations to
the effectiveness of any system of disclosure controls and procedures, including the possibility of human error and the circumvention or
overriding of the controls and procedures. Accordingly, ¢ven effective disclosure controls and procedures can only provide reasonable assurance
of achieving their desired control objectives. Additionally, in evaluating and implementing possible controls and procedures, the Company’s
management was required to apply its reasonable judgment. Based upon the required evaluation, the Chief Executive Officer and the Chief
Financial Officer concluded that as of September 30, 2014, the Company’s disclosure controls and procedures were effective at the reasonable
assurance level to ensure that information required to be disclosed by the Company in the reports it files or submits under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms,
and procedures also were effective in ensuring that information required to be disclosed by the Company in the reports it files or submits under
the Exchange Act is accumulated and communicated to its management, including the Company’s Chief Executive Officer and Chief Financial
Officer as appropriate, to allow timely decisions regarding required disclosure,

Changes in Internal Control Over Financial Reporting

There was no change in the Company’s internal control over financial reporting that occurred during the three months ended September
30, 2014 that has materially affected, or is reasonably likely to materially affect, the Company’s internal controt over financial reporting.
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PARTH
OTHER INFORMATION

Item 1. Legal Proceedings

Two former employees/consultants of GSE have filed two separate complaints in the District Courts of Dallas County and Tarrant County
Texas against GSE Consulting, LP and us alleging, among other things, claims related to breach of contract, quantum meruit, unjust enrichment,
promissory estoppel, tortious interference, fraud, assumed liability, and civil conspiracy. One of the plaintiffs has filed a claim against a GSE
principal for intentional infliction of emotional distress. Each plaintiff claims that GSE and/or we failed to pay commissions due for services
that 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 the 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-solicitation agreement, based on her working for a competitor of ours during her one-year restrictive period and her
improper solicitation of former GSE customers on behalf of the competitor. We have also filed a counterclaim against the other plaintiff for
breach of contract based on the exclusivity obligation set forth in her independent contractor agreement. This counterclaim will only apply if the
jury finds that we assumed the plaintiff’s independent contractor agreement. Our motions for summary judgment seeking dismissal of all of the
plaintiff’s claims was denicd in its entirety in one of the cases. In the other case, our motion for summary judgment was partially granted,
dismissing the plaintiff’s civil conspiracy claim. One of the plaintiffs successfully moved for summary judgment on all counterclaims except the
breach of contract based on the exclusivity obligation. The courts have assigned trial dates of November 17, 2014 and January 26, 2015, The
court recently granted a continuance of the November 17 % trial to a time and date to be determined in February / March 2015,

We have estimated the potential commissions allegedly due to the two plaintiffs to be approximately $0.3 million. We have not recorded
any accrual for contingent liabilities associated with these legal proceedings based on its belief that any potential loss, while reasonably possible,
is not probable. We intend to continue to defend these actions vigorously and are currently unable to ¢stimate a range of payments, if any, we
may be required to pay, with respect to these claims. Further, we believe that the resolution of these matters will not result in a material effect to
our condensed consolidated financial statements. However, due to uncertainties that accompany litigation of this nature, there could be no
assurance that we will be successful, and the resolution of the lawsuits could have a material effect on our accompanying condensed
consolidated financial statements.

In addition, we had filed cross claims against GSE for indemnification under the Asset Purchase Agreement in each of the plaintiffs’
cases, The GSE affiliates and principals had also asserted cross claims against us seeking indemnification under the Asset Purchase
Agreement. In December 2013, GSE had amended its cross claims in one of the matters to include claims asserting breach of the earnout
provisions in the Asset Purchase Agreement. In April 2014, GSE and we settled all claims against each other related to these lawsuits and the
earnout provisions. We and GSE filed with the court agreed motions to dismiss all claims against one another, which were allowed by the
court. The settlement called for us to issue 200,000 shares of common stock to GSE and its affiliates that had a fair value of $0.9 million on the
date issued.

From time to time, we 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
liabilities, including lawsuits, we believe that the aggregate amount of such liabilities, if any, will not have a material adverse effect on our
condensed 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 1A. Risk Factors

There have been no material changes from risk factors previously disclosed in our annual report on Form 10-K for the fiscal year ended
December 31, 2013, as filed with the Securities and Exchange Commission on March 31, 2014,

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Recent Sales of Unregistered Securities; tse of Proceeds from Repistered Securities

During the quarter ended September 30, 2014, we did net sell any unregistered equity securities.
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Purchases of Equity Securities by the Issuer and Affiliated Purchasers

In connection with the vesting of restricted stock granted to employees, we withheld certain shares with value equivalent to employees’

minimum statutory obligations for the applicable income and other employment taxes.

A summary of the shares withheld to satisfy employee tax withholding obligations for the three months ended September 30, 2014 is as

follows:
Total Number
of
Shares Maximum
Purchased Number
As Part of of Shares That
Total Number Publicly May
of Average Price Announced Yet Be
Shares Paid Plans or Purchased
Period Purchased Per Share Programs Under The Plan
07/01 142 07/31714 R = S e S
0§/gl/l4—g§[_§lil4 37 % 4,20 7 — —
Total 37 § 4,20 — —_

Tiem 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

None.

Item 5. Other Information

None.

Item 6. Exhibits

2.1  Agreement and Plan of Merger by and ameng World Energy Solutions, Inc., EnerNOC, Inc., and Wolf Merger Sub Corporation, dated
November 4, 2014 (incorporated by reference to Exhibit 2.2 to our report on Form 8-K filed November 5, 2014).

3.1  Amended and Restated By-Laws effective November 3, 2014 (incorporated by reference to Exhibit 2.2 to our report on Form 8-K filed
November 5, 2014),

31.1 Certification of the Chief Executive Officer pursuant to §302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of the Chief Financial Officer pursuant to §302 of the Sarbanes-Oxley Act of 2002,

32.1 Certification of the Chief Executive Officer pursuant to 18 U.8.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of
2002,

32.2 Certification of the Chief Financial Officer pursuant to 18 U.S.C, §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002,

101  The following materials from World Energy Solutions, Inc.’s Quarterly Report on Form 10-Q for the three and nine months ended

September 30, 2014, formatted in Extensible Business Reporting Language: (i) the condensed consolidated balance sheets; (ii) the
condensed consolidated statemnents of operations; (iii) the condensed consolidated statements of cash flows; and (iv) notes to the
condensed consolidated financial statements.
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SIGNATURES

Pursuant to the requirements of the 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.

Dated: November 10, 2014 By: /s/ Philip Adams
Philip Adams
Chief Executive Officer

Dated: November 10, 2014 By: /s/ James Parslow
James Parslow
Chief Financial Officer
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EXHIBIT 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT TO
§302 OF THE SARBANES-OXLEY ACT OF 2002

I, Philip Adams, certify that:
1. I have reviewed this quarterly report on Form 10-Q of World Energy Solutions, Inc. (the “Registrant™);

2. Based on my knowledge, this report does not contain any untrue staterent 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 1o 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 ail material
respects the financial condition, results of operations and cash flows of the Registrant 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 controls and procedures (as
defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(h) for the Registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure contrels 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 internai control over financial reporting, or caused such internal 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 external purposes in accordance with generally accepted accounting principles;

¢) Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the 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 occurred 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 internal control over financial reporting;

5. The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors {or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely 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
internal control over financial reporting.

Dated: November 10, 2014 By: /s/ Philip Adams
‘ Philip Adams
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER PURSUANT TO
§302 OF THE SARBANES-OXLEY ACT OF 2002

I, James Parslow, certify that:
1. I have reviewed this quarterly report on Form 10-Q of World Energy Solutions, Inc. (the “Registrant™);

2. Based on my knowledge, this report do¢s not contain any untrye 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, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4. The Registrant’s other certifying officer and I are responsible for establishing and maintaiping disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e}} and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
() and 15d-15(D)) for the Registrant and have:

a) Designed such disclosure controls 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 internal control over financial reporiing, or caused such internal 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 external purposes in accordance with generally accepted accounting principles;

¢} Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the Registrant’s infernal control over financial reporting that occurred during the
Registrant’s most recent fiscal quarter (the Registrant’s fourth fiscal quarier in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the Registrant’s internal control over financial reporting;

5. The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely 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
internal control over financial reporting,.

Dated: November 10, 2014 By: /s/ 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 filing of this quarterly report of World Energy Solutions, Inc. {the “Company”} on Form 10-Q (the *Report™) for
the period ended September 30, 2014 as filed with the Securities and Exchange Commission on the date hereof, I, Philip Adams, Chief
Executive Officer of the Company, certify, to the best of my knowledge, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the
Sarbanes-Oxley Act of 2002, that:

1. The Report fully compiies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Dated: November 10, 2014 By: /s/ Philip Adams
Philip Adams
Chief Executive Officer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signatures that appear in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished 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 the filing of this quarterly report of World Energy Soluticns, Inc. (the “Company™} on Form 10-Q (the “Report™) for
the period ended September 30, 2014 as filed with the Securities and Exchange Commission on the date hereof, I, James Parslow, Chief
Financial Officer of the Company, certify that, to the best of my knowledge, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the
Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(za) or 15(d) of the Securities Exchange Act of 1934; and
2, The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Dated: November 10, 2014 By: /s/ James Parslow
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 signatures that appear in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
request.




Vvai et gy
Exhibit C-4 “Financial Arrangements”

World Energy Solutions, Inc. is an online auction provider and energy broker, World
Energy Solutions, Inc. does not take title to the electricity. However, World Energy
Solutions, Inc. does have bank financing agreements through Commerce Bank & Trust
Company and Massachusetts Capital Resource Company. Copies of those bank financing
agreements can be found in the attached 8K filings dated January 6, 2014 and October 4,
2012 respectively.

World Energy Selutions, Inc. 100 Front Street, 20th Floor Worcester, MA 01608 +1.6508.459.8100 worldenergy.com
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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): December 30, 2013

World Energy Solutions, Inc.

(Exact Name of Registrant as Specified in Charter)

Delaware 001-34289 04-3474959
(State or Other Jurlsdiction {Commission (IRS Employer
of Incorporation) File Number) Identification No.)
100 Front Street
Worcester, Massachusetts 01608
(Address of Princlpal Executive Offices) (Zip Code)

Registrant’s telephone number, incleding arca code: (508) 459-8100

n/a
(Former Name or Former Address, if Changed Since Last Report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions { see General Instruction A.2. below):

O  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

Pre-commencement comnmunications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))




Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

On December 30, 2013, World Energy Solutions, Inc. (the “Company™) entered into 2 Loan and Security Agreement (the “Agreement’™) with
Commerce Bank & Trust Company (“Commerce Bank™). Under the Agreement, Comimerce Bank has committed to a 3-year revolving credit
facility of up to $2,500,000 and a 60-month term loan of $6,0600,000. The Commerce Bank credit facility replaces the Company’s prior
$9.,000,000 credit facility with Silicon Valley Bank,

The $2,500,000, 3-year revolving credit facility bears interest at the Prime Rate plus 1.75% (5% at December 30, 2013), and is adjusted every 6-
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 Company may borrow, repay and re-borrow an amount not to exceed the lesser of $2,500,000 or the total of
80% of eligible billed and unbilled accoumts receivable {less the aggregate outstanding on any letters of credit). The Company has not borrowed
against this revolving credit facility.

The 60-month term loan of $6,000,000 bears interest for the first 6 months at the Prime Rate plus 2.75% (6% at December 30, 2013), and is
adjusted every 6-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 cerfain EBITDA achievement levels. 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 maturity.

The loans may be prepaid without penalty. The current indebiedness to Massachusetts Capital Resource Company is subordinated to the
Commerce Bank loans. The Company intends to use the credit facility as working capital and to pay off its existing facility with Silicon Valley
Bank. The Silicon Valley Bank facility was paid off in full as of December 31, 2013,

The credit facility is secured by a first priority perfected security interest in substantially all of the Company's assets and all of the assets of
World Energy Securities Corp.

The Loan and Security Agreement contains certain affirmative and negative ¢covenants including a minimum Debt Service Coverage Ratio and
financia! reporting requirements. Any failure by the Company o comply with these covenants and any other cbligations under the Agreement
could result in an event of default which could lead to acceleration of the amounts owed and other remedies.

The foregoing description of the loan facility with Commerce Bank does not purport to be complete and is qualified in its entirety by reference to
the full text of the Loan and Security Agreement, the $2,500,000 Revolving Credit Note, the $6,000,000 Term Note, and the Subordination
Agreement, all of which are attached to this Current Report as Exhibit 10.1, 10.2, 10.3 and 10.4, respectively, and incorporated herein by
reference. A Press Release announcing the new loan facility is also attached to this Current Report as Exhibit 99.1.

item 9.01. Financial Statements and Exhibits.

{d) Exhibits

See Exhibit Index attached hereto.




SIGNATURE

Pursuant to the requirements of the 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: January 6, 2014 By: /s/ James Parslow

James Parslow
Chief Financial Officer



Exhibit
0.1

10.2
1.3
10.4

99.1

EXHIBIT INDEX

Description

Loan and Security Agreement by and between World Energy Solutions, Inc. and Commerce Bank & Trust Company dated
December 30, 2013.

$2,500,000 Revolving Credit Note for the benefit of Commerce Bank & Trust Company dated December 30, 2013,
$6,000,000 Term Note for the benefit of Commerce Bank & Trust Company dated December 30, 2013,

Subordination Agreement between Commerce Bank & Trust Company and Massachusetts Capital Resource Company dated
December 30, 2013.

Press Release dated January 6, 2014,




Exhibit 10.1
LOAN AND SECURITY AGREEMENT

THIS LOAN AND SECURITY AGREEMENT dated as of December 30, 2013 is by and between WORLD ENERGY SOLUTIONS,
INC., a Delaware corporation with its principal place of business at 100 Front Street, 20 b Floor, Worcester, Massachusetts 01608 (the
Borrower ") and COMMERCE BANK & TRUST COMPANY , a Massachusetts banking corporation with an office at 386 Main Street,
Worcester, Massachusetts 01608 (the ** Lender ™).

WITNESSETH:

BACKGROUND. The Borrower has requested the Lender to lend it up to the sum of $2,500,000.00 on a revolving Ioan basis (the * Revelving
Credi t") and the sum of $6,000,000.00 on a term loan basis (the “ Term Loan ™) (the Revolving Credit and the Term Loan hereinafter together
referred to as the “ Loans ™), and the Lender is willing to do so upon the terms and conditions hereinafter set forth.

NOW, THEREFORE, in consideration of the premises herein contained, and each intending to be legally bound hereby, the parties agree as
follows:

ARTICLE 1.0 DEFINITIONS
1.01 As used herein:

“ Accounts ", “ Chatte] Paper ”, ** Collateral ”, ** Commercial Tort Claims ”, * Contracts ", * Deposit Accounts ”, ** Documents ”, “ Electronic
Chattel Pager ”, " Equjipment *, “ Financial Assets ", “ Fixtures ", © General Intangibles *, “ Goods ”, ¥ Instruments ”, “ Inventory ", ¢

Investment Prog_e_rt__y_” “Letter-of- Credit-Rights *, “ Payment Intanglbles " Promlssong Notes ™, “ upporting Obhgataons " and “ Tangible
Chattel Paper ” shall have the same respective meanings as are given to those terms in the Uniform Commercial Code as in effect from time to

time in The Commonwealth of Massachusetts, if not otherwise defined in this Agreement.

* Actnal EBITDA ” shall mean the Borrower's EBITDA tested on a rolling basis for the prior six (6) month period.

“ Affiliate * means, as to any Person, each other Person that directly, or indirectly through one or more intermediaries, controls, or is controlled
by, or under common control with, such Person.

“ Agreement ™ means this Loan and Security Agreement (together with any and all schedules and exhibits attached from time to time hereto), as
the same may from time to time be amended, modified or supplemented.

* Borrowing Base ” means, at any time, the amount computed on the Borrowing Base Certificate most recently delivered to, and accepted by, the
Lender in accordance with this Agreement and equal to the lesser of:

(A) $2,500,000.00; or




(B) The aggregate of (1) eighty percent (80%) of the billed Eligible Accounts of the Borrower, plus (2) eighty percent (80%) of the
Eligible Unbilled Accounts, minus (3} any reductions attributable to the aggregate face amount of outstanding Letters of Credit as required by
Section 2.04(B) herein.

* Borrowing Base Certificate ” means a fully completed certificate in the form of Exhibit-1.01(A) to this Agreement, and to include the
worksheets, supporting documentation and schedules as required by the Lender, certified by the chief financial officer of the Borrower to be
carvect and delivered to, and accepted by, the Lender pursuant to Section 2.02 or Section 6.01(B)(3).

“ Business Day ” means a day other than a Saturday, a Sunday, and a day on which commercial banks in Worcester, Massachusetis are
authorized to close.

“ Change of Control " means (A) a change in ownership, through purchase or otherwise (including the agreement to act in concert without
anything more}, by any Person or group of Persons acting in concert, directly or indirectly, in one or more transactions, of all or substantially all
of the assets of the Borrower, except to a Subsidiary of the Borrower or (B) the failure of the Borrower to maintain beneficial ownership, directly
ot indirectly, of at least 100% of the Equity Interest in each Guaranter. For purposes of this definition, the terms * Person " and “ group ” shall
include the meanings for such terms as used for purposes of Sections 13(d) and 14(d} of the Securities Exchange Act of 1934, as amended {the
Exchange Act ™), whether or not applicable, and “ beneficial ownership ” shall include the meaning of ** beneficial owner ” as that term is used in
Rules 13d 3 and 13d 5 under the Exchange Act, whether or not applicable, and a Person shall be deemed to have * beneficial ownership " of all
Equity Interests that such Person has the right to acquire (whether such right is exercisable immediately or with the passage of time or the
occurrence of a contingency).

“ Closing " has the meaning given to such term in Section 3.01.

* Collateral " has the meaning given to such term in Section 4.01.

* Current Assets ” means, at any time, all asscts that, in accordance with GAAP, should be classified as current assets on a consolidated balance
sheet of the Borrower and its Subsidiaries.

* Debt Service Coverage Ratio ™ means, during the applicable period, that quotient equal to (a) the aggregate of {A) (1) Operating Free Cash
Flow, minus (2) unfunded capital expenditures, minus (3) dividends, divided by (B) the total of all scheduled payments of principal and interest
on all indebtedness on the Loans, all Subordinated Indebtedness and capital equipment leases.

“ Disbursement Authorization Letter ” means a duly authorized and executed disbursement authorization letter from the Borrower to the Lender
in the form of Exhibit 1.01(B) attached hereto and made a part hercof.

* EBITDA " means net income (loss) plus income tax expense, interest expense, depreciation and amortization expense plus non-cash or non-
recurring items as approved by the Lender.




“ Eligible Account ” means, at any time, an Account that the Lender in its reasonable discretion, determines is eligible for inclusion in the
Borrowing Base and that conforms and continues to conform to each of the following conditions:

(A) The Account arose from a bona fide outright sale of Goods by the Borrower or from services performed by the Borrower, and such
Goods have been shipped to the appropriate account debtors or their designees (or the sale has otherwise been consummated), or the services
have been performed for the appropriate account debtors;

(B) The Account is based upon an enforceable order or contract, written or oral, for Goods shipped or held or for services performed, and
the same were shipped, held, or performed in accordance with such order or contract;

{(C) The title of the Borrower to the Account and, except as to the account debtor, to any Goods is absolute and is not subject to any prior
assignment, claim, lien, or security interest, except Permitted Liens;

(D) The amount shown on the books of the Borrower and on any invoice or statement delivered to the Lender is owing to the Borrower,
less any partial payment that has been made thereon by anyone;

(E) The Account is not subject to any claim of reduction, counterclaim, set-off, recoupment, or any claim for credits, allowances, or
adjustments by the account debtor because of returned, inferior, or damaged Goods or unsatisfactory services, or for any other reason, except for
customary discounts not to exceed two percent (2%) allowed for prompt payment;

(F) The account debtor has not returned or refused to retain, or otherwise notified the Borrower of any dispute concerning, or claimed
nonconformity of, any of the Goods or services from the sale of which the Account arose;

{G) INTENTIONALLY OMITTED,

(H) The Account is not more than sixty (60) days past due nor outstanding more than ninety (90) days from the date of the invoice therefor;

(1) The Account does not arise out of a contract with, or order from, an account debtor that, by its terms, forbids or makes void or
unenforceable the assignment by the Borrower to the Lender of the Account arising with respect thereto;

{1} The Borrower has not received any note, trade acceptance, draft, or other Instrument with respect to, or in payment of, the Account, nor
any Chattel Paper with respect to the Goods giving rise to the Account, unless, if any such Instrument or Chattel Paper has been received, the
Borrower promptly notifies the Lender and, at the latter’s request, endorses or assigns and delivers the same to the Lender and the Lender

accepts same,

(K) The Borrower has not received any notice of the death of the account debtor or a partner thereof; nor of the dissolution, termination of
existence, insolvency, business failure, appointment of a receiver for any part of the property of, assignment for the benefit of creditors

3




by, or the filing of a petition in bankruptcy or the commencement of any proceeding under any bankrupicy or insolvency laws by or against, the
account debtor. Upon the receipt by the Borrower of any such notice, it will promptly give the Lender written advice thereof]

(L) The account debtor is not an officer, agent, employee, shareholder, director, Subsidiary or other Affiliate of, or a sales representative
for, the Borrower; and

(M} The Lender has not deemed such Account ineligible because of uncertainty about the creditworthiness of the account debtor or
because the Lender determings, in its reasonable discretion, otherwise reasonably considers the collateral value thereof to the Lender to be
impaired or its ability to realize such value to be insecure.

In addition to the foregoing, Eligible Account shall mean any amount receivable by the Borrower under any insurance policy covering
Goods which have, within the preceding forty-five (45) days, been damaged or destroyed by fire or other direct casualty loss, provided that a
claim therefor has been made in compliance with such insurance policy, to the extent that such claim has not been in any way denied or
contested by the insurer and provided that such insurer, if such insurer were an account debtor of the Borrower, would be a qualified account
debtor under this Section.

The enumeration of the aforementioned conditions shall not in any way alter the right of the Lender, in its reasonable discretion, to exclude
any Account from being an Eligible Account for any purposes hereunder.

In the event of any dispute under the foregoing criteria as to whether an Account is or has ceased to be an Eligible Account, the decision of
the Lender shali control.

“ Eligible Unbilled Account " means, at any time, an Account that satisfies all of the conditions necessary to be an Eligible Account hereunder,
with the single exception that the Borrower has recognized the revenue with respect to such Account on its books in accordance with GAAP but
has not billed the Account to the account debtor, and, for purposes of condition (H) of the definition of Eligible Account, the phrase “date
revenue is recognized” shall be substituted for “date of invoice”.

« Equity Interest ” means, with respect to the Borrower and the Guarantor, shares authorized, issued and outstanding as of the date of this
Agreement and so long as any Obligations remain outstanding,

“ Event of Default ” has the meaning provided in Section 7.01.

“ Financial Statements * means those financial statements presented to the Lender by the Borrower and the Guarantor in connection with the
underwriting of the Loans as more particularly described in Exhibit 1.01¢C} attached hereto.

* Financing Statements > means those certain Uniform Commercial Code Financing Statements duly authorized and authenticated by the
Borrower and the Guarantor, and duly recorded or filed for the benefit of the Lender, as from time to time supplemented or amended.
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“ Fixed Assets " means, at any time, all assets (other than Current Assets) that should, in accordance with GAAP, be classified as assets on 2
consolidated balance sheet of the Borrower and its Subsidiaries.

“ GAAP ” means generally accepted accounting principles applied consistently, with such changes or modifications thereto as may be approved
in writing by the Lender.

* Guarantor " means World Energy Securities Corp., a Massachuselts corporation with its principat place of business at 100 Front Street,
Worcester, Massachusetts 01608, and the sole Subsidiary of the Bomrower.

“ Guarantor Security Agreement " means with respect to the Guarantor, a duly authorized and executed Security Agreement dated of even date
herewith in the form of Exhibit 1.01{D) io this Agreement.

“ Guaranty ”" means with respect to the Guarantor, a duly authorized and executed Unlimited Guaranty dated of even date herewith in the form of

Exhibit 1.01(E) to this Agreement.

* Indebtedness ” means, as to the Borrower or the Subsidiary, all items of indebtedness, obligation or liability whether joint or several, matured
or unmatured, liquidated or liquidated, direct or contingent, including without limitation:

(A} All indebtedness guarantied, directly or indirectly, in any manaer, or endorsed (other than for collection or deposit in the ordinary
course of business) or discounted with recourse;

(B) All indebtedness in effect guarantied, directly or indirectly, through agreements, contingent or otherwise: (1) to purchase such
indebtedness; or (2) to purchase, sell, or lease {as lessee or lessor) property, products, materials, or supplies or to purchase or sell services,
primarily for the purpose of enabling the debtor to make payment of such indebtedness or to insure the owner of the indebtedness against loss; or
{3) to supply funds to, or in any other manner invest in, the debtor;

(C) All indebtedness secured by (or for which the holder of such indebtedness has a right, contingent or otherwise, to be secured by) any
maortgage, deed of trust, pledge, lien, security interest, or other charge or encumbrance upon property owned or acquired subject thereto, whether
or not the liabilities secured thereby have been assumed; and

(D) All indebtedness incurred as the lessee of goods or services under leases that, in accordance with GAAP, should be reflected on the
lessee’s balance sheet.

“ Intellectyal Property * means trademarks, service marks, trade names, trade styles, logos, goodwill, trade secrets, patents, applications, and
licenses acquired under any statutory, common law or registration process in any state or nation at any time, or under any agreement executed
with any person or entity at any time. The term “ license ” refers not only to rights granted by agreement from the owner of patents, frademarks,
service marks and the like, but also to rights granted by a franchisor under a franchise or similar agreement. The foregoing enumeration is not
intended as a limitation of the meaning of the word * licgnse ™.




“ IP Secyrity Agreement ” means a duly authorized and executed Intellectual Property Security Agreement by and between the Borrower and the
Lender in the form of Exhibit 1.0(F) attached hereto and made a part hereof, and the Financing Statements to be authenticated by each Borrower
and duly filed for the benefit of the Lender, as from time to time supplemented or amended.

* Landlord’s Waiver ™ means the Landlord’s Consent and Waiver duly authorized and executed by each of the Borrower, the Lender and the
landlord with respect to the premises at 100 Front Street, Worcester, Massachusetts, in the form of Exhibit 1.01(G) attached hereto and made a
part hereof, as from time to time supplemented or amended.

* Laws " means all ordinances, statutes, rules, regulations, orders, injunctions, writs, or decrees of any government or pohttcal subdivision or
agency thereof, or of any court or similear entity established by any thereof.

* Letters of Credit ” means any and all commercial or standby letters of credit or bank guarantees which may be issued by the Lender from time
to time to third parties for the benefit of the Borrower pursuant to Section 2.04 of this Agreement.

* Loap Documents ” includes this Agreement, the Notes, the IP Security Agreement, the Guaranty, the Guarantor Security Agreement, the
Landlord’s Waiver, the Disbursement Authorization, the Subordination Agreement(s) and the documents, whether deliverable at or after the
Closing, required pursuant to Articles 3.0 and 4.0, as from time to time modified, extended, supplemented or amended.

* Maturity Date " means, with respect to the Term Note, December 30, 2018 or such later date as is agreed to by the Lender in a written
instrument executed by a duly authorized officer of the Lender,

“ Notes ” means each and both of the Revolving Credit Note and the Term Note,

“ Obligations * is intended to be used in its most comprehensive sense and means the obligation of the Borrower or, as the context requires, the
Guarantor to the Lender of whatever kind and description, whether direct or indirect, absolute or contingent, primary or secondary, joint or
several, due or to become due, or held or to be held by, the Lender for its own account or as agent for another or others, whether created directly
of acquired by assignment or otherwise and howsoever evidenced, whether now existing or hereafter incurred or acquired and whether by way of
loan, guaranty, discount, letter of credit, lease or otherwise, including without limitation, the following obligations:

{A) To pay the principal of, and interest on, the Notes in accordance with the terms thereof and to satisfy all other liabilities to the Lender,
whether hereunder or otherwise, whether now existing or hereafter incurred, matured or unmatured, direct or contingent, joint or several,
including any extensions, modifications, renewals thereof and substitutions therefor.

(B} To repay to the Lender all amounts advanced by the Lender hereunder or otherwise on behalf of the Borrower or the Guarantor,
including, but without limitation, advances for principal or interest payments to prior secured parties, mortgagees, or lignors, or for taxes, levies,
insurance, rent, or repairs to, or maintenance or storage of, any of the Collateral;
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{C) All obligations to reimburse the Lender in accordance with the terms of any and all agreements between the Lender and the Borrower
with respect to any Letters of Credit and foreign exchange contracts for the amounts required to be paid on account of any and all such Letters of
Credit and foreign exchange contracts issued by or executed by the Lender for the benefit of the Borrower.

(D) To perform and observe all covenants, agreements and undertakings of the Borrower or the Guarantor pursuant to the terms and
condifions of this Agreement, the Notes, the other Loan Documents or any other agreement or instrument now or hereafter delivered to the
Lender by the Borrower or the Guarantor;

(E) All obligations under any interest rate swap agreement, any cap, floor or hedging agreement or other similar agreement, or other
financial agreement or arrangement designed to protect the Borrower against fluctuations in any interest rate charged by the Lender under the
Notes or otherwise, including any obligations of the Barrower arising out of ot in connection with any Automated Clearing House (“ ACH ")
Agreement relating o the processing of ACH transactions, together with all fees, expenses, charges and other amounts owing by or chargeable to
the Borrower under any ACH Agreement;

(F) All obligations to reimburse the Lender, on demand, in connection with overdrafts and other amounts due to the Lender under any
existing or fufure agreements relating to cash management services; and

{G) All obligations to reimburse the Lender, on demand, for all of the Lender’s expenses and costs, including without limitation the
reasonable fees and expenses of its counsel, in connection with the preparation, administration, amendment, meodification, or enforcement of this
Agreement and the documents required hereunder or related hereto, including, without limitation, any proceeding brought, or threatened, to
enforce payment of any of the obligations referred to in the foregoing Paragraphs (A) through (F).

** Operating Free Cash Flow ” shall mean net income (loss) plus interest plus depreciation and amortization plus share based compensation plus
deferred income taxes plus any other non-cash items plus change in operating assets and operating liabilities plus deferred revenue plus net
capital expenditures,

“ Origination Fee " means a fee of $20,000.00 to be paid to the Lender by the Borrower at Closing.

* Perfection Certificate(s) " means a duly authorized and executed Perfection Certificate from each of the Borrower and the Guarantor in the
form of Exhibit 1.01{H) to this Agreement.

“ Permitted Investments * means: (a) direct obligations of, or obligations the principal of and interest on which are unconditionally guaranteed
by, the United States of America (or by any agency thereof to the extent such obligations are backed by the full faith and credit of the United
States of America), in each case maturing within one year from the date of acquisition thereof;
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(b} without limiting the provisions of paragraph {d} below, investments in commercial paper maturing within one year from the date of
acquisition thereof and having, at such date of acquisition, a rating of at least “A-2” or the equivalent thereof from Standard & Poor’s
Corporation or of at least *‘P-2” or the equivalent thereof from Moody's Investors Service, Inc.; (¢) investments in certificates of deposit,
bankers’ acceptanices and time deposits (including Eurodollar time deposits) maturing within one year from the date of acquisition thereof issued
or guaranteed by or placed with (i) the Lender (if} any domestic office of any other commercial bank of recognized standing organized under the
laws of the United States of America or any State thereof that has a combined capital and surplus and undivided profits of not less than
$1,000,000,000 and is the principal banking Subsidiary of a bank holding company having a long-term unsecured debt rating of at least “A-2” or
the equivalent thereof from Standard & Poor’s Cotporation or at least “P-2” or the equivalent thereof from Moody's Investors Service, Inc.;

(&) investments in commercial paper maturing within one year from the date of acquisition thereof and issued by (i) the helding company of the
Lender or (ii) the holding company of any other commercial bank of recognized standing organized under the laws of the United States of
America or any State thereof that has (A) a combined capital and surplus in excess of $1,000,000,000 and (B) commercial paper rated at least
“A-2" or the equivalent thereof from Standard & Poor’s Corporation or of at least “P-2" or the equivalent thereof from Moody’s lnvestors
Service, Inc.; () investments in repurchase obligations with 2 term of not more than seven days for underlying securities of the types described
in clause (a) above entered into with any office of a bank or trust company meeting the qualifications specified in clause (¢} above;

(f) investments in money markets funds substantially all the assets of which are comprised of securities of the types described in clauses

(a) through (e} above,

* Permitted Liens ” means:
(A) Liens for taxes, assessments, or similar charges, incurred in the ordinary course of business, that are not yet due and payable;

(B) Pledges or deposits made in the ordinary course of business to secure payment of worker’s compensation, or to participate in any fund
in connection with worker’s compensation, unemployment insurance, old-age pensions, or other social security programs;

{(C) Liens of mechanics, materialmen, warehousemen, carriers, or other like liens, securing obligations incurred in the ordinary course of
business that are not yet due and payable;

(D} Good faith pledges or deposits made in the ordinary course of business to secure performance of bids, tenders, contracts {other than for
the repayment of borrowed money) or leases, not-in excess of ten percent {10%) of the aggregate amount due thereunder, or to secute statutory
obligations, or surety, appeal, indemnity, performance, or other similar bonds required in the ordinary course of business;

(E) Encumbrances consisting of zoning restrictions, easements, or other restrictions on the use of real property, none of which materially
impairs the use of such property by the Borrower in the operation of its business, and none of which is violated in any material respect by
existing or proposed structures or land use;




{F) Liens in favor of the Lender;
{G) Existing liens set forth or described on Exhibit 1.01(T) attached hereto and made a part hereof;

(H) Purchase money security interests granted to secure not more than seventy-five percent (75%) of the purchase price of assets, the
purchase of which does not violate this Agreement or any instrument required hereunder; and

(T) The following, if the validity or amount thereof is being contested in good faith by appropriate and lawful proceedings, so long as levy
and execution thereon have been stayed and continue to be stayed and they do not, in the aggregate, materially detract from the value of the
property of the Borrower or any Subsidiary, or materially impair the use thereof in the operation of its business:

{1 Claims or liens for taxes, assessments, or charges due and payable and subject to interest or penalty;

(2) Claims, liens and encumbrances upon, and defects of title to, real or personal property, including any attachment of personal or
real property or other Jegal process prior to adjudication of a dispute on the merits;

(3) Claims or liens of mechanics, materialmen, warechousemen, carriers, or other like liens; and
{4} Adverse judgments on appeal.

* Person " means any individual, corporation, limited liability company, partnership, association, joint-stock company, trust, unincorporated
organization, joint venture, court, or government or political subdivision or agency thereof.

* Prime Rate ” means that rate of interest published from time to time in The Wall Street Journal (Eastern Edition) as the “Prime Rate” of
interest,

*“ Projected EBITDA * shall mean the Borrower’s projected EBITDA, as approved by the Borrower’s Board of Directors and provided to the
Lender no later than March 15 of the applicable fiscal year, and reviewed and approved by the Lender, tested on a rolling basis for the prior six
(6) month period.

“ Records ™ means correspondence, memoranda, tapes, discs, papers, books and other documents, or transcribed information of any type,
whether expressed in ordinary or machine readable language.

*“ Revolving Credit Note ™ means the promissory note referred to in Section 2.03(A).

“ Revolving Credit Termination Date * means, with respect to the Revolving Credit Note, December 30, 20186, or such later date as is agreed to
by the Lender in a written instrument executed by a duly authorized officer of the Lender.
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“ SBubordinated Creditors * means the parties set forth on Exhibit 1.01(I} as the currently existing Subordinated Creditors.

“ Subordinated Indebtedness * means 2l Indebtedness incurred at any time by the Borrower or any Subsidiary, the repayment of which is
subordinated to the Loans in form and manner satisfactory to the Lender. All currently existing Subordinated Indebtedness is so specified in

Exhibit 1.01(K) .

“ Subordination Agreement " means a duly authorized and executed Subordination Agreement with respect to any Subordinated Indebtedness, in
the form attached hereto as Exhibit 1.01(L) and containing such provisions as are acceptable to the Lender.

* Subsidiary " means any Affiliate that is directly, or indirectly through one or more intermediaries, controlled by the Borrower or not less than
50% of the voting interest of which is owned, directly or through one or more intermediaries, by the Borrower and includes the Guarantor.

* Term Note * means the promissory note referred to in Section 2.03(B).
1.02 Accounting.

(A) Generally. All accounting terms not specifically or completely defined herein shall be construed in conformity with, and ail financial
data (including financial ratios and other financial calculations) required to be submitted pursuant to this Agreement shail be prepared in
conformity with, GAAP applied on a consistent basis, as in effect from time to time, except as otherwise specifically prescribed herein. To the
extent any defined term states that it is determined “on a consolidated basis™, such consolidation shall be in accordance with GAAP appliedon a
consistent basis. Notwithstanding the foregoing, for purposes of determining compliance with any covenant (including the computation of any
financial covenant) contained herein, Indebtedness of the Borrower and its Subsidiaries shal! be deemed to be carried at 100% of the outstanding
principal amount thereof, and the effects of FASB ASC 820 on financial liabilities shall be disregarded.

(B) Changes in GAAP. If at any time any change in GAAP would affect the computation of any financial ratio or requirement set forth in
this Agreement or any other Loan Document, and either the Borrower or the Lender shall so request, the Lender and the Borrower shall negotiate
in good faith to amend such ratio or requirement to preserve the original intent thereof in light of such change in GAAP; provided that, until so
amended, (i) such ratio or requirement shall continue to be computed in accordance with GAAP prior to such change therein and (ii) the
Borrower shall provide to the Lender financial statements and other documents required under this Agreement or as reasonably requested
hereunder setting forth a reconciliation between calculations of such ratio or requirement made before and after giving effect to such change in
GAAP.
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ARTICLE 2.0 THE LOANS
2.01 Disbursement of the Loans.

The Lender will credit the proceeds of the Revolving Credit from time to time, at the request of the Borrower and in accordance with the
provisions of Section 2,02 of this Agreement to the Borrower’s deposit account with the Lender.

The Lender will disburse the Term Loan in accordance with the Disbursement Authorization Letter.
2.02 General Terms - the Revolving Credit.

Subject to the terms hereof, the Lender will lend the Borrower, or issue letters of eredit for the account of the Borrower in, from time to
time until the Revolving Credit Termination Date, such sums as the Borrower may request by reasonable same day notice to the Lender, received
by the Lender not later than 11:00 A.M. of such day, but which shall not exceed, in the aggregate principal amount at any ene time outstanding,
the then existing Borrowing Base (the * Revolving Credit Commitment ™). The Borrower shall provide the Lender with a duly executed
Borrowing Base Certificate as of a date not less than two (2) Business Days prior to its first request for an advance on the Revolving Credit Note,
The Borrower may borrow, repay without penalty or premium and reborrow hereunder, from the date of this Agreement until the Revolving
Credit Termination Date, the lesser of the then existing Borrowing Base or the Revolving Credit Commitment in integral multiples of
$50,000,00. It is the intention of the parties that the aggregate of amounts outstanding pursuant to the Revolving Credit and aggregate face
amount of all Letters of Credit from time to time outstanding shall at no time exceed the amount of the then existing Borrowing Base, and if, at
any time, an excess shall for any reason exist, the full amount of such excess, together with accrued and unpaid interest thereon as herein
provided, shall be immediately due and payable in full.

2.03 The Notes.

(A) The Revolving Credit Commitment shall be evidenced by the Revolving Credit Note fully due and payable on the Revolving Credit
Temination Date, in the form attached hereto as Exhibit 2.03(A} .

(B) The Term Loan shall be evidenced by the Term Note fully due and payable on the Maturity Date, in the form attached hereto as
Exhibit 2.03(B) .

2.04 Letters of Credit.

{A) From time to time prior to the Revolving Credit Termination Date, the Lender shall issue Letters of Credit under the Revolving Credit,
on account of the Borrower, subject to the following conditions:

(1)  No beneficiary shall be an Affiliate;

(2)  With respect to each Letter of Credit, the Borrower shall pay to the Lender a Letter of Credit fee per annum payable quarterly
in advance, upon the maximum amount available under each outstanding Letter of Credit, at the initial rate of 1.75% per
annum and, beginning as of June 30, 2014, at a rate to be determined semi-annually in accordance with the ratio of Actual
EBITDA to Projected EBITDA in effect as set forth on the following grid:

Ratio of Ac!ua_lEBlTDA to Proiected EBITDA
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In addition to the Letter of Credit Fee, the Borrower shall pay to the Lender a Letter of Credit Issuance Fee equal to 0.25% per
annum, payable quarterly, on the aggregate face amount of such Letters of Credit, together with such other customary
administrative fees and charges:

No such Letter of Credit shall have an expiration date which is later than the Revolving Credit Termination Date, unless
otherwise agreed to by the Bank in ifs reasonable discretion, and in such case, the expiration date shall not exceed twelve
(12) months beyond the Revolving Credit Termination Date;

Each such Leiter of Credit shall be issued pursuant to such agreements and upon such terms and conditions as shall be
required by the Bank;

No Event of Default shall have occurred and be continuing hereunder at the time of issuance of such Letter of Credit; and

The aggregate face amount of all Letters of Credit at any time outstanding shall not exceed $250,000.00.

{B) The Borrowing Base available from time to time shall be reduced by the aggregate face amount of all Letters of Credit at any time

outstanding.

2.05 Interest Rate and Payments of Interest.

(A) Interest shall be paid as follows:

(1) Except as otherwise provided under Section 2.05(B), interest on the principal balance of each of the Loans from time to time
outstanding will be payabie at the rates of interest and in the manner set forth in each of the Notes.

(2) Interest shall be calculated on the basis of a 360-day year, counting the actual number of days elapsed, and shall be payable
monthly in arrears on the first day of each month and at maturity, whether by acceleration or otherwise.
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(B) All agreements between or among the Borrower, the Guarantor and the Lender are hereby expressly limited so that in no contingency
or event whatsoever, whether by reason of acceleration of maturity of the indebtedness evidenced by the Notes, this Agreement, or otherwise,
shall the amount paid or agreed to be paid to the Lender for the use or the forbearance of the indebtedness evidenced by the Notes, this
Agreement, or otherwise, exceed the maximum permissible under applicable law. As used herein, the term * applicable law ” shall mean the law
in effect as of the date hereof provided, however that in the event there is a change in the law which results in a higher permissible rate of
interest, then the Noteg shall be governed by such new law as of its effective date. In this regard, it is expressly agreed that it is the intent of the
Borrower and the Lender in the execution, delivery and acceptance of the Notes and this Agreement to contract in strict compliance with the
laws of The Commonwealth of Massachusetts from time to time in effect. If, under or from any circumstances whatsoever, fulfillment of any
provision hereof or of the Notes or any of the other Loan Documents or other financing instruments executed in connection herewith at the time
of performance of such provision shall be due, shall involve transcending the limit of such validity prescribed by applicable law, then the
obligation to be fulfilled shall automaticalty be reduced to the limits of such validity, and if under or from circumstances whatsoever the Lender
should ever receive as interest an amount which would exceed the highest lawful rate, such amount which would be excessive interest shall be
applied to the reduction of the principal balances evidenced by the Notes and not to the payment of interest. This provision shall control every
other provision of all agreements between or among the Borrower, the Guarantor and the Lender.

2.06 Payment to the Lender.
The Lender shall send the Borrower statements of all amounts due hereunder, which statements shall be considered correct and
conclusively binding on the Borrower absent manifest error unless the Borrower notifies the Lender to the contrary within thirty (30) days of its

receipt of any statement that it deems to be incorrect. Alternatively, at its reasonable discretion, the Lender may charge against any deposit
account of the Borrower all or any part of any amount due hereunder.

ARTICLE 3.0 CONDITIONS PRECEDENT
The obligation of the Lender to make the Loans and issue any Letter of Credit is subject to the following conditions precedent:
3.01 Documents Required for the Closing.
The Borrower shall have delivered to the Lender, prior fo the initial disbursement of the Loans (the “ Closing ™}, the following:
(A) This Agreement duly executed by the Borrower;
(B) Each of the Notes duly executed by the Borrower;
{(C) The IP Security Agreement duly executed by the Borrower;

(D) The Guaranty duly executed by the Guarantor;
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(E) The Guarantor Security Agreement duly executed by the Guarantor;

(F) The Disbursement Authorization Letter duly executed by the Borrower;

(G) The Landlord’s Waiver duly executed by each of the Borrower, the Lender and the Borrower’s landlord:

{H) Subordination Agreements duly executed by each‘of the Borrower, the Lender and the Subordinated Creditors;
(I) Perfection Certificates duly executed by each of the Borrower and the Guarantor;

(J) The Financing Statements and other instruments required by Anrticle 4.0,

(K) Satisfactory review of the field examination by the Lender;

(L) A copy, certified as of the date of the Closing, of resolutions of the board of directors of the Borrower, authorizing the execution,
delivery, and performance of this Agreement, the Notes, the other Loan Documents, and each other document to be delivered pursuant hereto;

{M) A copy, certified as of the date of the Closing, of the bylaws of the Borrower;

(N) A certificate (dated the date of the Closing) of the corporate secretary or assistant secretary of the Borrower as to the incumbency and
signatures of the officers of the Borrower signing this Agreement, the Notes, the other Loan Documents, and each other document to be

delivered pursuant hereto;

(O} A copy, certified as of the most recent date practicable by the Secretary of the State of Delaware, of the Certificate of Incorporation of
the Borrower, and all amendments thereto, together with a certificate (dated the date of the Closing} of the corporate secretary or assistant
secretary of the Borrower to the effect that such Certificate of Incorporation have not been further amended since the date of the aforesaid
certification of the Secretary of the State of Delaware;

{P) A copy, certified as of the most recent date practicable by the Secretary of The Commonwealth of Massachusetts, of the Foreign
Corporation Certificate of the Borrower, and all amendments thereto, together with a certificate (dated the date of the Closing) of the corporate
secretary or assistant secretary of the Borrower to the effect that such Foreign Corporation Certificate have not been further amended since the
date of the aforesaid certification of the Secretary of The Commonwealth of Massachusetts;

{Q) Certificate of tax and corporate good standing dated as of the most recent date practicable, issued by the Secretary of State of the State
of Delaware as to the tax good standing and the legal existence and good [egal standing of the Borrower;
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{R) Certificates, as of the most recent dates practicable, of the Secretary of The Commonwealth of Massachusetts and of the secretary of
state of each other state in which the Borrower is qualified as a foreign corporation;

{S) A written opinion of the law firm of Mirick, O’Connell, DeMallie & Lougee, LLP, legal counsel for the Borrower and the Guarantor,
dated the date of the Closing and addressed to the Lender, in form satisfactory to the Lender and its counsel;

(T) A certificate, dated the date of the Closing, signed by the chief executive officer or chief financial officer of the Borrower and to the
effect that:

(1) The representations and warranties set forth in Section 5.01 are true as of the date of the Closing; and

(2) No Event of Default hereunder, and no event which, with the giving of notice or passage of time or both, would become such an
Event of Default, has occurred as of such date;

{U) Copies of all documents evidencing the terms and conditions of any debt specified as Subordinated Indebtedness on Exhibit 1.01(K} ;
{V) Payment of the Origination Fee by the Borrower; and
(W) Any and all documents required to be executed in connection with any Letters of Credit being issued as of the Closing.
3.02 Documents Required for Subsequent Disbursements or issuance of Letters of Credit.
At the time of, and as a condition to, any disbursement of any part of the Loans or issuance of any Letter of Credit to be made by the
Lender subsequent to the Closing, the Lender may require the Berrower lo deliver to the Lender a certificate, dated the date on which any such

disbursement is to be made, signed by the chief executive officer or chief financial officer of the Borrower, and to the effect that:

{A) As of the date thereof, no Event of Default has occurred and is continuing, and no event has occurred and is confinuing that, but for the
giving of notice or passage of time or both, would be an Event of Default;

{B) No material adverse change has occurred in the financial condition, or results of operations of the Borrower or any Subsidiary since the
date of the Financial Statements; and

(C} Each of the representations and warranties contained in Section 5.01 is true and correct in all material respects as if made on and as of
the date of such disbursement {except for such representations and warranties made as of a particular date).
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3.03 Certain Events.

At the time.of, and as a condition to, the Closing and each disbursement of any part of the Loans or issuance of a Letter of Credit to be
made by the Lender at or subsequent to the Closing:

(A} No Event of Default shall have occurred and be continuing, and no event shall have occurred and be continuing that, with the giving of
notice or passage of time or both, would be an Event of Default;

(B) No material adverse change shall have occurred in the financial condition, or results of operations of the Borrower or any Subsidiary
since the dates of the Financial Statements; and

{C) All of the Loan Documents shall have remained in full force and effect.
3.04 Legal Matters.

At the time of the Closing and at the discretion of the Lendez, at the time of each subsequent disbursement, all legal matters incidental
thereto shall be satisfactory to Bowditch & Dewey, LLP, legal counsel to the Lender.

ARTICLE 4.0 COLLATERAL SECURITY
4.01 Composition of the Collateral.

The property in which a security interest is granted pursuant fo the provisions of Sections 4,02 and 4.03 and pursvant to the Loan
Documents is herein collectively called the “ Collateral . The Collateral, together with all other property of the Borrower of any kind held by
the Lender, shall stand as one general, continuing collateral security for all Obligations and may be retained by the Lender until all Obligations
have been satisfied in full.

4,02 Rights in Property Held by the Lender.

As security for the prompt satisfaction of all Obligations, the Borrower hereby assigns, transfers, and sets over to the Lender ail of its right,
title, and interest in and to, and grants the Lender a lien on and a security interest in, all amounts that may be owing, from time to time, by the
Lender to the Borrower in any capacity, including, but without limitation, any balance or share belonging to the Borrower, or any deposit or
other account with the Lender, which lien and security interest shall be independent of, and in addition to, any right of set-off that the Lender has
under Section 8.06 or otherwise,

4.03 Rights in Property Held Either by the Borrower or by the Lender.

As further security for the prompt satisfaction of all of the Obligations, the Borrower hereby assigns to the Lender all of its right, title and
interest in and to, and grants the Lender a lien upon and a continuing security interest in all assets of every type and description, wherever
located, whether now owned or hereafter acquired, together with all substitutions and replacements therefor, accessions thereto, and proceeds
(including, but without lirnitation, insurance proceeds) and products thereof, including, without limitation, the following:

(A) All Inventory;




(B) All Accounts, Deposit Accounts, Contracts, accounts receivable, contract rights, and Chattel Paper, regardless whether they constitute
proceeds of other Collateral,

(C) All Investment Property, securities entitlements and Financial Assets, and all General Intangibles (including Payment Intangibles),
regardless whether they constitute proceeds of other Collateral, including, without limitation, all the Borrower’s rights (which the Lender may
exercise or not as it in its reasonable discretion may determine) to acquire or obtain Goods and/or services with respect to the manufacture,
processing, storage, sale, shipment, delivery or installation of any of the Borrower’s Inventory or other Collateral; all Payment Intangibies; and
including any and all right, title and interest of the Borrower in, to or under any and all licenses, franchises, permits and approvals obtained or
required in connection with Borrower's business operations;

(D) All rights to payment of any insurance proceeds or awards for damages in connection with any condemnations or takings of any
interest in and to any real or personal property, wherever located, or any conveyance in lieu thereof}

(E) All products of and accessions to any of the Collateral;

(F) All liens, guaranties, securities, rights, remedies and privileges pertaining to any of the Collateral, including the right of stoppage in
transit;

(G) All obligations owing to the Borrower of every kind and nature, and all choses in action, all Commercial Tort Claims, all Letter-of-
Credit Rights and all Supporting Obligations;

{H) All tax refunds of every kind and nature to which the Borrower is now or hereafter may become entitled no matter however arising,
including, without Jimitation, loss carry back refunds;

(I) All Intellectual Property, goodwill, trade secrets, computer programs, source codes, licenses, customer lists, trade names, copyrights,
trademarks and patents, afl domain names, internet web sites and other rights;

(1) All Chattel Paper (including Electronic Chattel Paper and Tangible Chattel Paper), Documents and Instruments, including Promissory
Notes (whether negotiable or non-negotiable, and regardless of their being attached fo Chattel Paper) and all money, cash and coins;

(K) Ali Equipment, including without limitation machinery, furniture, motor vehicles, Fixtures and all other goods used in the conduct of
the business of the Borrower;

(L) All insurance policies and all proceeds of Collateral of every kind and nature and in whatever form, including without limitation both
cash and non-cash proceeds resulting or arising from the rendering of services by the Borrower or the sale or other disposition by the Borrower
of the Inventory or other Collateral and including all insurance proceeds; ‘
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(M) All books and records, magnetic tapes, electronic data, computer records and discs relating to the conduct of the Borrower’s business
including, without in any way limiting the generality of the foregoing, those relating to its Accounts;

(N) All Deposit Accounts maintained by the Borrower with any bank, trust company, credit union, investment firm or fund, or any similar
institution or organization; and

{O) All property of the Borrower in the possession of the Lender.
4.04 Priority of Liens.

The foregoing liens shall be first and prior liens except for Permitted Liens.
4.05 Financing Statements and Certificates of Title.

(A) The Borrower wiil:

(1) Execute or authenticate and deliver to the Lender any writings and do all things necessary, effectual or requested by the Lender to
carry into effect the provisions and intent of this Agreement, or to vest more fully in or assure to the Lender (including without limitation,
all steps to create and perfect) the security interest in the Collateral granted to the Lender by this Agreement or to comply with applicable
statute or law and to facilitate the collection of the Collateral, including the furmishing at the Borrower's cost and expense, at such intervals
as the Lender may establish from time to time, of reports, financial data and analyses satisfactory to the Lender. A carbon, photographic or
other reproduction of this Agreement or any financing statement prepared pursuant to the terms hereof shall be sufficient as a financing
statement for the purpose of filing with the appropriate authorities, and the Borrower hereby appoints the Lender as its attorney-in-fact
(without requiring the Lender to act as such) to perform all other acts that the Lender deems appropriate to protect and preserve, the
Collateral;

(2) Pay, or reimburse the Lender for paying, all costs and taxes of filing or recording the same in all offices and registries in which it
is necessary to file or record such financing statements so as to perfect the Lender’s security interest in and lien on all Collateral; and

(3) Take such other steps as the Lender, from time to fime, may direct, including the noting of the Lender’s lien on the Collateral and
on any Certificates of Title therefor, all too perfect to the satisfaction of the Lender the Lender’s interest in the Collateral.

{B) in addition to the foregoing, and not in limitation thereof, to the extent lawful, the Borrower hercby appoints the Lender as its attorney-
in-fact {without requiring the Lender to act as such) (i) to execute, authenticate, amend, file, correct, record and/or register any financing
statement in the name of the Borrower, and to perform all other acts that the Lender, in its reasonable discretion, deems appropriate to perfect
and continue its security interest in and lien on, and to protect or preserve, the Collateral; (if) to enter into a control agreement or other agreement
for the purpose of perfecting or maintaining the perfection of the security interests in and liens upon the Collateral; and (iii) to take any other
action deemed necessary or prodent by
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the Lender, in the reasonable exercise of its discretion, to effect, perfect, continue or maintain the security interests in and liens upon any
Collateral as contemplated by this Agreement or the other Loan Documents.

4.06 Mortgagees', Landlords’, and Warehousemen'’s Waivers.

The Borrower will, within twenty (20) days after any request of the Lender, cause any mortgagee of real estate owned by the Borrower,
any landlord of premises leased by the Borrower, and any warchouseman or other bailee on whose premises any of the Collateral may be located
to execute and deliver to the Lender instruments, in form and substance satisfactory to the Lender, by which such mortgagee, landlord or
warehouseman or other bailee waives its rights, if any, in and to all Goods composing a part of the Collateral.

ARTICLE 5.0 REPRESENTATIONS AND WARRANTIES
5.01 Original.

To induce the Lender to enter into this Agreement, the Borrower represents and warrants to the Lender as follows:

(A) The Borrower is a corporation duly organized, validly existing, and in good standing under the Laws of the State of Defaware; the
Borrower has no Subsidiaries other than the Subsidiaries named in Exhibit 5.01(A) ; each Subsidiary is a corporation duly organized, validly
existing, and in good standing under the Laws of its state of incorporation, all as set forth in Exhibit 5.01(A) ; the Borrower and Subsidiaries
have the lawful power to own their propetties and to engage in the businesses they conduct, and each is duly qualified and in good standing as a
foreign corporation in the jurisdictions wherein the nature of the business transacted by it or property owned by it makes such qualification
necessary; the states in which the Borrower and each Subsidiary are gualified to do business are set forth in Exhibit 5.01{A) or otherwise
disclosed to the Lender in writing; the percentage of the Borrower’s ownership of the outstanding stock of each Subsidiary is as listed in
Exhibit 5.01(A) ; the addresses of all places of business of the Borrower and its Subsidiaries are as set forth in Exhibit 5.01(A) or otherwise
disclosed to the Lender in writing; neither the Borrower nor any Subsidiary has changed its name, been the surviving corporation in a merger,
acquired any business, or changed its principal executive office within five (5) years and one (1) month prior to the date hereof except as set
forth in Exhibit 3.01(A) ; and all of the authorized, issued, and outstanding shares of capital stock of each Subsidiary are owned by the
Borrower;

{B) Neither the Borrower nor any Submdtary is directly or indirectly controlled by, or acting on behalf of, any Person which is an *
Investment Company “, within the meaning of the [nvestment Company Act of 1940, as amended;

{C) Neither the Borrower nor any Subsidiary is in default with respect to any of its existing Indebtedness, and the making and performance
of this Agreement, the Notes, and the other Loan Documents will not {promptly or with the passage of time, the giving of notice, or both):

(1) Violate the Certificate of Incorporation or by-laws of the Borrower or any Subsidiary, or violate any Laws or result in a default
undet any contract, agreement, or instrument to which the Borrower or any Subsidiary is a party or by which the Borrower or any

Subsidiary or its property is bound; or
(2) Result in the creation or imposition of any security interest in, or lien or encumbrance upon, any of the assets of the Borrower or
any Subsidiary except in favor of the Lender,;
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{D) The Borrower and the Guarantor, to the extent applicable to it, has the power and authority to enter into and perform this Agreement,
the Notes, and the other Loan Documents, and to incur the obligations herein and therein provided for, and has taken all actions necessary to
authorize the execution, delivery, and performance of this Agreement, the Notes, and the other Loan Documents;

(E) This Agreement, the Notes, and the other Loan Documents are, or when delivered will be, valid, binding, and enforceable in
accordance with their respective terms;

(F) Except as disclosed in Exhibit 5.01(F) hereto, there is no pending order, notice, claim, litigation, proceeding, or investigation against or
affecting the Borrower or any Subsidiary, whether or not covered by insurance, that would in the aggregate involve the payment of $100,000.00
ar more or would otherwise materiaily or adversely affect the financial condition or business prospects of the Borrower or any Subsidiary if

adversely determined,;

(G) The Borrower and its Subsidiaries have good and marketable title to all of their assets, none of which is subject to any security interest,
encumbrance or lien, or claim of any third Person except for Permitted Liens;

(H) The Financial Statements, including any schedules and notes pertaining thereto, have been prepared in accordance with GAAP, and
fully and fairly present the financial condition of the Borrower and its Subsidiaries at the dates thereof and the results of operations for the
periods covered thereby, and there have beer no material adverse changes in the consolidated financial condition or business of the Borrower
and its Subsidiaries from September 30, 2013, to the date hereof}

{I) As of the date hereof, the Borrower and its Subsidiaries have no material Indebtedness of any nature, including, but without limitation,
liabilities for taxes and any interest or penalties relating thereto except to the extent reflected (in a footnote or otherwise) and reserved against in
the consolidated balance sheet dated December 31, 2012 included in the Financial Statements or as disclosed in, or permitted by, this
Agreement; and the Borrower does not know or have reasonable ground to know of any basis for the assertion against it or any Subsidiary of any
such claim or litigation based upon such Indebtedness as of the date of the Closing except as disclosed on Exhibit 5.01(F) or otherwise disclosed
to the Lender in writing;

(J) Except as otherwise permitted herein, the Borrower has filed all federal, state, and local tax returns and other reports required by any
applicable Laws to have been filed prior to the date hereof, has paid or caused to be paid all taxes, assessments, and other governmental charges
that are due and payable prior to the date hercof, and has made adequate provision for the
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payment of such taxes, assessments, or other charges accruing but not yet payable; the Borrower has no knowledge of any deficiency or
additional assessment in a materially important amount in connection with any taxes, assessments, or charges not provided for on its books;

(K) Except to the extent that the failure to comply would not materiaily interfere with the conduct of the business of the Borrower or any
Subsidiary, the Borrower and its Subsidiaries have each complied with all applicable Laws with respect to (1) any restrictions, specifications, or
other requirements pertaining to products that it- manufactures or sells or to the services it performs; (2) the conduct of its business; and (3) the
use, maintenance, and operation of the real and personal properties owned or leased by it in the conduct of its business;

(L) No representation or warranty by or with respect to the Borrower or any Subsidiary contained herein or in any certificate or other
document furnished by the Borrower or any Subsidiary pursuant hereto contains any untrue statement of 3 material fact or omits to state a
material fact necessary to make such representation or warranty not misieading in light of the circumstances under which it was made;

(M) Each consent, approval or authorization of, or filing, registration or qualification with, any Person required to be obtained or effected
by the Borrower, any Subsidiary or the Guarantor in connection with the execution and delivery of this Agreement, the Notes, and the other
Loan Documents or the undertaking or performance of any obligation hereunder or thereunder has been duly obtained or effected;

(N) All existing Indebtedness of the Borrower or any Subsidiary: {1} for money borrowed, or (2) under any seourity agreement, mortgage
or agreement covering the lease by the Borrower or any Subsidiary as lessee of real or personal property is described in Exhibit 5.01(N) ;

{O) Except as entered into in the ordinary course of business, reflected in the Financial Statements or otherwise described in Exhibit 5.01
{0}, attached hereto, or otherwisc disclosed to the Lender in writing, (a) neither the Borrower nor any Subsidiary has any material leases,
contracts, or commitments of any kind (including, without limitation, potential “earn-out” payments; employment agreements; collective
bargaining agreements; powers of attorney; distribution arrangements; licenses, patents or license agreements; contracts for foture purchase or
delivery of goods or rendering of services; bonuses, pension, and retirement plans; or accrued vacation pay, insurance, and welfare agreements)
{b) to the best of Borrower's knowledge, all parties to all such material leases, contracts, and other commitments to which the Borrower or any
Subsidiary is a party have complied with the provisions of such leases, contracts, and other commitments; and (c) to the best of Borrower's
knowledge, no party is in default under any thereof and no event has occurred which, but for the giving of notice or the passage of time, or both,
would constitute a default;

(P} All registered patents, trademarks and copyrights of the Borrower, the Guarantor or any other Subsidiary, all pending applications of
the Borrower, the Guarantor or any other Subsidiary for registration of any patents, trademarks or copyrights, and all licenses or agreements in
connection with any Intellectual Property of the Borrower, the Guarantor or any other Subsidiary are described in Exhibit 5.01(P) attached
hereto;
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{Q) The Borrower has not made any agreement or taken any action which may cause anyoneto become entitled to a commission or
finder’s fee as a result of or in connection with the making of the Loans;

(R) The Borrower's consolidated federal tax returns for all years of operation, including the year ended December 31, 2012, have been
filed with the Internal Revenue Service and have not been challenged;

(S} Any Employee Pension Benefit Plans, as defined in the Employee Retitement Income Security Act of 1974, as amended (“ ERISA ™),
of the Borrower and each Subsidiary meet, as of the date hereof, the minimum funding standards of 29 U.5.C.A. 1082 (Section 302 of ERISA),
and no Reportable Event or Prohibited Transaction, as defined in ERISA, has occurred with respect to any Employee Benefit Plans, as defined in
ERISA, of the Borrower or any Subsidiary;

(T) The liens and security interests created pursuant to Sections 4.02 and 4.03 are in all cases first and prior liens except for Permitted
Liens; and

(U) Neither the Borrower nor any Subsidiary, to the best knowledge of the Borrower, owns occupies or operates, or, to the best of their
knowledge has ever owned, oceupied or operated a site or vessel on which has been stored any hazardous material or oil, without compliance
with all stdtues, regulations, ordinances, directives, and orders of every federal, state, municipal and other governmental authority which has or
claims jurisdiction relative thereto (the terms * site ,” “ vessel ” and ** hazardous material ,” respectively, as used herein include the definitions of
those terms in Massachusetts General Laws, Ch. 21E); neither the Borrower nor any Subsidiary, to the best knowiedge of the Borrower, has ever
disposed of,, transported or arranged for the transport of any hazardous material or oil without compliance with all such statutes, regulations,
ordinances, directives and orders in all material respects.

5.02 Survival.

All of the representations and warranties set forth in Section 5.01 shall survive until all Obligations are satisfied in full and there remain no
outstanding commiiments hereunder.

ARTICLE 6.0 COVENANTS OF THE BORROWER
6.01 Affirmative Covenants.

The Borrower does hereby covenant and agree with the Lender that, so long as any of the Obligations remain unsatisfied or any
commitments hereunder remain outstanding, it wilt comply, or if appropriate cause its Subsidiaries to comply, at all times with the following
affirmative covenants:

(A} The Borrower. will use the proceeds of the Loans only for the purposes set forth in Exhibit 6.01{A) , and will furnish the Lender such
evidence as it may reasonably require with respect to such use;
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{B) The Borrower will furnish the Lender;

(1) As soon as available, but in any event within one hundred five (105) days after the close of each fiscal year: (a) a consolidated
statement of stockholders® equity and a consolidated statement of operations of the Borrower and its Subsidiaries for such fiscal year;
(b} consolidated cash flows of the Borrower and its Subsidiaries for such fiscal vear; and {c) consolidated balance sheets of the Borrower
and its Subsidiaries as of the end of such fiscal year-all such statements to be in reasonable detail, including all supporting schedules,
comments, footnotes and related management letters; the consolidated statements and balance sheets to be audited by an independent
certified public accountant selected by Borrower and acceptable to the Lender; and certified by such accountants to have been prepared in
accordance with GAAP and to present fairly the consolidated financial position and results of operations of the Borrower and its
Subsidiaries and to contain such accountants’ unqualified opinion; the Lender shall have the right, from time to time to discuss the affairs
of the Botrower directly with such independent certified public accountants and the Borrower shall have the opportunity, at its option, to be
represented at any such discussions.

(2) Promptly after the sending or making available or filing of the same and in no event later than five (5) days after filing, copies of
all reports, proxy statements, and financial statements, including without limitation Forms 10K, 10Q and 8K, that the Borrower sends or
makes available to its stockholders and ail registration statements and reports that the Borrower or the Guarantor files with the Securities
and Exchange Commission or any successor Person;

(3) Contemporaneously with each year-end financial report or fiting of financial statements with the Securities and Exchange
Commission, required by the foregoing paragraphs (1) and (2), or at such other times as the Lender requests, a Compliance Certificate in
the form attached hereto as Exhibit 6,01(BY(3) , of the chief executive officer or chief financial officer of the Borrower stating that he has
individually reviewed the provisions of this Agreement and that a review of the activities of the Borrower during the applicable period, has
been made by him or under his supervision, with a view to determining whether the Borrower has fulfilled all its obligations under this
Agreement, and that, fo the best of his knowledge, the Borrower has observed and performed each undertaking contained in this
Agreement and is not in default in the observance or performance of any of the provisions hereof or, if the Borrower shall be so in default,
specifying all such defaults and events of which he may have knowledge;

(4) Whenever there are borrowings outstanding with respect to the Revolving Credit, within twenty (20) days after the end of each
calendar month, in such form and detail as shall be satisfactory to the Lender, an aging, as of the end of such month, of (a) the then Eligible
Accounts and Eligible Unbiiled Accounts, (b) ail other Accounts of the Borrower certified by the chief executive officer or chief financial
officer of the Borrower to be complete and correct;

(5) Whenever there are botrowings outstanding with respect to the Revolving Credit, within twenty (20) days after the end of each
calendar month (and at any additional time in the discretion of the Lender or if any material deterioration in the Borrowing Base would be
disclosed thereby) 2 Borrowing Base Certificate as of the end of such month, and a certificate of the chief executive officer or chief
financial officer of the Borrower stating that he has individually reviewed the provisions of this Agreement and that a review of the
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activities of the Borrower during such period, has been made by him or under his supervision, with a view to determining whether the
Borrower has fulfilled ail its obligations under this Agreement, and that, to the best of his knowledge, the Borrower has observed and
performed each undertaking contained in this Agreement and is not in default in the observance or performance of any of the provisions
hereof or, if the Borrower shall be so in default, specifying all such defaults and events of which he may have knowledge. Each Borrowing
Base Certificate shall be effective only as accepted by the Lender (and with such revisions, if any, as the Lender may require as a condition
to such acceptance), such acceptance ta be presumed after receipt of such Bormowing Base Certificate unless the Leader otherwise notifies
the Borrower, whether thereafter, theretofore, or contemporaneously therewith;

(6) Within twenty (20) days after the end of each fiscal quarter of the Borrower, a written retail backlog report;

(7) As soon as available, but in any event on or before March 15 of each year, Board-approved projections for the next fiscal year,
prepared in reasonable detail and containing such revenue projections and pro forma financial information and in such form as is
satisfactory te the Lender, together with, upon request by the Lender, internally generated updates to Board-approved projections if
available and at reasonable intervals; and

(8) Upon the Lender’s request, from time to time, copies of any or all agreements, contracts, or commitments referred to in
Section 5.01(0) hereof;

(C) The Borrower will maintain its Inventory, Equipment, real estate, and other properties in good condition and repair {normal wear and
tear excepted), and will pay and discharge or cause to be paid and discharged, when due, the cost of repairs to, or maintenance of, the same, and
will pay or cause to be paid in a timely manner all rental or mortgage payments due on such real estate. The Borrower hereby agrees that, in the
event it fails to pay or cause to be paid any such payment, it will promptly notify the Lender thereof, and the Lender may, in its discretion, do so
and on demand be reimbursed therefor by the Borrower;

(D) The Borrower and its Subsidiaries will maintain, or cause to be maintained, public liability insurance {subject to such deductibles for
each entity as are acceptable to the Lender in its discretion) and fire and extended coverage insurance on all assets that are of a character usually
insured by businesses engaged in the same or similar operations, all in form and amount sufficient to indemnify the Borrower or Subsidiary for
100% of the appraised value of any such asset Jost or damaged (subject to any deductible customary in the Borrower’s or Subsidiary’s industry)
or in an amount consistent with the amount of insurance generally carried on comparable assets within the industry and with such insurers as
may be satisfactory to the Lender. The Borrower and its Subsidiaries will cause all such insurance policies to contain a standard morigage clause
and 1o be payable 1o the Lender as its interest may appear, to cause the Lender to be named as an additional insured on all such liability policies,
to deliver the policies of insurance to the Lender, and, in the case of all policies of insurance carried for the benefit of the Borrower or any
Subsidiary by any lessee, sublessee, subtenant, or other party having rights to occupy or use the mortgaged property or any part thereof or
interest therein under any lease, sublease, or other agreement (whether oral, written, or otherwise evidenced), to cause alt such policies to be
payable to the Lender as its interest may appear. Such policies shall contain a
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provision whereby they cannot be cancelled except after twenty (20) days’ written notice to the Lender. The Borrower will furnish to the Lender
such evidence of insurance as the Lender may require. The Borrower hereby agrees that, in the event it or any Subsidiary fails to pay or cause to
be paid the premium on any such insurance when due, the Lender, in its discretion, may do so and be reimbursed by the Borrower therefor. The
Berrower and cach Subsidiary hereby assign to the Lender any returned or unearned premiums that may be due the Borrower or any Subsidiary
upon cancellation by the insurer of any such policy for any reason whatsoever and direct any such insurer to pay the Lender any amounts so due,
provided, however, that the Lender will pay to the Borrower or the appropriate Subsidiary any such retumed or unearned premiums within five
(5) days after the receipt thereof if there bas not occurred and be continuing an Event of Default hereunder. The Lender is hereby appointed the
attorney-in-fact of the Borrower and each Subsidiary (without requiring the Lender to act as such) to endorse any check which may be payable to
the Borrower or any Subsidiary to collect any premiums or the proceeds of such insurance (other than proceeds of public liability insurance), and
any amount o collected may be applied by the Lender toward satisfaction of the Loans and any other Obligations. If the Lender receives any
proceeds from insurance in the absence of an Event of Default, it shall remit such proceeds to the Borrower or such Subsidiary within three

(3) Business Days after the Lender’s receipt of such proceeds, provided that immediately prior to any such remittance the Lender is provided
with a Borrowing Base Certificate reflecting a current Borrowing Base not less than the amount of the Revolving Credit then outstanding;

{E) The Borrower and its Subsidiaries will each pay or cause o be paid when due, ail taxes, assessments, and charges or levies imposed
upon it or on any of its property or which it is required to withhold and pay except where contested in good faith by appropriate proceedings with
adequate reserves therefor having been set aside on its books; provided, however, that the Borrower and each Subsidiary shall pay or cause to be
paid all such taxes, assessments, charges or levies forthwith whenever foreclosure on any lien that may have attached (or security theretfor)
appears imminent;

{F) The Borrower will maintain:

(1} A Debt Service Coverage Ratio at ail times equal to or greater than 1.20:1.0, tested as of the end of each fiscal year of the
Borrower, beginning with the fiscal year ending December 31, 2014, and

(2) A Borrowing Base such that the amount of the Borrower’s outstanding Revolving Credit will not, at any time, exceed its
Borrowing Base;

(G) The Borrower and its Subsidiaries will each, when requested to do so, make available for inspection by duly authorized representatives
of the Lender any of its books and records and will furnish the Lender any information regarding its business affairs and financial condition
within a reasenable time after written request therefor;

(H) The Borrower and its Subsidiaries will each take all necessary steps to preserve its corporate existence and franchises and comply with
all present and future Laws applicable to it in the operation of its business, and all material agreements to which it is subject:
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{I) The Borrower and its Subsidiaries will each collect its Accounts and sell its Inventory only in the ordinary course of business;

(J) The Borrower and its Subsidiaries will each keep accurate and complete Records of its Accounts, Inventory, and Equipment consistent
with sound business practices;

(K) The Borrower and its Subsidiaries will each give immediate notice to the Lender of (1) any litigation or proceeding in which it is a
party if an adverse decision therein would require it to pay more than $100,000.00 or deliver assets the value of which exceeds such sum (except
where the claim is covered by insurance and the insurer has acknowledged coverage); and (2) the institution of any other suit or proceeding
invelving it that might materially and adversely affect its operations, financial condition, property, or business prospects;

(L) At the request of the Lender, the Borrower will furnish the Lender with true, correct and complete copies of federal income tax retums
filed by the Borrower, together with all schedules thereto;

{M} The Borrower and its Subsidiaries will each (1) pay immediately from the proceeds of the initial disbursement of the Loans at the
Closing, all of its outstanding Indebtedness (other than Subordinated Indebtedness and Indebtedness listed on Exhibit 5.01(N) to the extent
shown on such Exhibit §.01(N)} to be permitted to exist after the Closing} and cause all security therefor or in respect thereof to be assigned to the
Lender, and (2) pay when due (or within applicable grace periods) all of its other Indebtedness due third Persons except when the amount thereof
is being contested in good faith by appropriate proceedings and with adequate reserves therefor being set aside on its books; provided, however,
that no payment shall be made in respect to Subordinated Indebtedness except in strict compliance with all of the terms of subordination thereof
theretofore approved in writing by the Lender. If default be made by the Borrower ot any Subsidiary in the payment of any principal (or
instaliment thereof) of, or interest on, any such Indebtedness, the Lender shal! have the right, in its discretion, to pay such interest or principal for
the account of the Borrower or such Subsidiary and be reimbursed by the Borrower or such Subsidiary therefor;

(N} The Borrower and its Subsidiaries will each notify the Lender promptly if it becomes aware of the occurrence of any Event of Default
or of any fact, condition, or event that only with the giving of notice or passage of time or both, could become an Event of Default or if it
becomes aware of any material adverse change in the financial condition (including, without limitation, proceedings in bankruptcy, insolvency,
reorganization, or the appointment of a receiver or trustee), or results of operations of the Borrower, any Subsidiary, or the Guarantor or of the
failure of the Borrower or any Subsidiary to observe any of their respective undertakings hereunder or under the Loan Documents;

{O) The Borrower and its Subsidiarics will each notify the Lender thirty (30) days in advance of any change in the location of any of its
places of business or of the establishment of any new, or the discontinuance of any existing, place of business (it being agreed that a sales office
is not a “place of business™ for purposes of this Section 6.01(0));
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{P) The Borrower and its Subsidiaries will each (1) fund any of its Employee Pension Benefit Plans in accordance with no less than the
minimum funding standards of 29 U.8.C.A. 1082 (Section 302 of ERISA); (2) fumnish the Lender, promptly after the filing of the same, with
copies of any reports or other statements filed with the United States Department of Labor or the Intemnal Revenue Service with respect to any
such Plan; and (3) promptly advise the Lender of the occurrence of any Reportable Event or Prohibited Transaction with respect to any
Employee Benefit Plan;

(Q) The Borrower shall provide written notice to the Lender promptly upon becoming aware of the existence of any Commercial Tort
Claims to which the Borrower is a party;

{R) The Bomrower will permit the Lender to conduct field audits periodically at reasonable times on any premises occupied by the
Borrower or on which any Collateral is located and shall pay to the Lender the Lender’s reasonabie costs and expenses related to each once per
each twelve (12) month period, provided, however, that when an Event of Default has occurred and is continuing, the Borrower shall pay to the
Lender the Lender’s reasonable costs and expenses related to a field examination conducted during such period;

(S) Within thirty (30) days of Closing, the Borrower will use its reasonable best efforts to transfer to the Lender all of its deposit accounts
and cash management services and shall in any event complete such transfer within ninety (90) days after Closing, except, if necessary, the
Borrower may maintain an account at its existing depository institution with instructions for such depository institution to sweep any amount in
such account into the Borrower’s account maintained with the Lender; and

(T) The Borrower will maintain al] of its deposit accounts and cash management services with the Lender while any Obligations to the
Lender are outstanding.

6.02 Negative Covenants.

The Borrower does hereby covenant and agree with the Lender that, so long as any of the Obligations remain unsatisfied or any
commitments hereunder remain outstanding, it will comply, or if appropriate cause any Subsidiary to comply, at all times with the following
negative covenants, unless the Lender shall otherwise have agreed in writing:

(A) Neither the Borrower nor any Subsidiary will enter into any merger, consolidation, reorganization or recapitalization, reclassify its
capital stock, or allow any changes in its key management personnel, nor change its name without first providing the Lender with ninety
(90) days advance written notice of the name change (for purposes of this Section 6.02(A), “key management” shall mean the President, Chief
Executive Officer and Chief Financial Officer of the Borrower);

(B) Neither the Borrower nor any Subsidiary will allow any Change of Control;

{C) Neither the Borrower nor any Subsidiary sell, transfer, lease, or otherwise dispose of ail or (except in the ordinary course of business)
any material part of its assets;
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(D) Neither the Borrower nor any Subsidiary will sell, lease, transfer, assign, or otherwise dispose of any of the Collateral except in the
ordinary course of business, or disposition of obsolete or worn out Equipment;

(E) Neither the Borrower nor any Subsidiary will sell or otherwise dispose of; or for any reason cease operating, any of its divisions,
franchises, or lines of business, except for disposition of divisions, franchises and lines of business generating less than $250,000.00 of revenue
in the aggregate, upon advance written notice to the Lender;

(F) Neither the Borrower nor any Subsidiary will mortgage, pledge, graut, or permit to exist a securify interest in, or a lien upon, any of its
assets of any kind, now owned or hereafter acquired, except for Permitted Liens, liens of the Loan Documents, and existing liens listed on
Exhibit 1.01(T ) to the extent shown on such Exhibit 1.01(1) to be permitted to exist after the Closing;

{G) Neither the Borrower nor any Subsidiary will become liable; directly or indirectly, as guarantor or otherwise for any obligation of any
cther Person, except for the endorsement of commercial paper for deposit or collection in the ordinary course of business;

(H) Neither the Borrower nor any Subsidiary will incur, create, assume, or permit to exist any Indebtedness except: (1) the Loans;
(2) existing Indebtedness listed on Exhibit 5,01(N) to the extent shown on such Exhibit 5.01(N) to be permitted to exist after the Closing;
(3) trade indebtedness incurred in the ordinary course of business {provided, however, that neither the Borrower nor any Subsidiary may acquire
inventory other than for cash or on open account except as expressly approved in writing and in advance by the Lender); (4) contingent
Indebtedness permitted by Section 6.02(F); (5) lease obligations permitted by Section 6.02(L); (6) Indebtedness secured by Permitted Liens;
(7) Subordinated Indebtedness; and (8) up to an aggregate maximum of $250,000.00 for loans to purchase equipment, relocate an office or other
similar expenses incutred in the ordinary course of business;

(1) Neither the Borrower nor any Subsidiary (other than a wholly owned Subsidiary of the Borrower) (1) directly or indirectly make any
investment other than Permitted Investments; (2) pay any dividends or make any distribution or payment or redeem, retire or purchase any
capital stock, provided that (a) the Borrower may convert any of its convertible securities into other securities pursuant to the terms of such
convertible securities or otherwise in exchange thereof, (b) the Borrower may pay dividends solely in common stock, and (¢) the Borrower may
repurchase the stock of existing and former employees or consultants pursuant to Board-approved stock repurchase agreements, so long as
(X) an Event of Default does not exist at the time of such repurchase and would not exist after giving effect to such repurchase and (Y) such
repurchase does not exceed $250,000.00 in the aggregate in any fiscal year;

(J) Neither the Borrower nor any Subsidiary will form any subsidiary, make any investment in (including any assignment of Inventory or
other property), or make any loan in the nature of an investment to, any Person, other than investments of the Borrower in the Subsidiaries listed

on Exhibit 5.01(A) ;
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(K} Neither the Borrower nor any Subsidiary will make any loan or advance to any officer, shareholder, director, or employee of the
Borrower or any Subsidiary except for advances to employees for sales commissions, travel expenses and the like incurred in the ordinary course
of business aggregating no more than $600,000.00 outstanding at any time;

(L) Neither the Borrower nor any Subsidiary will make payments on account of the purchase or lease of Fixed Assets that, in the aggregate,
in any fiscal year {commencing with the current fiscal year) will exceed the greater of (i) $250,000.00 or {if) depreciation taken or to be taken
with respect to Fixed Assets during such year; as used in this paragraph, the term “ fease " means a lease reflected on a consolidated balance
sheet of the Borrower and its Subsidiaries ot a lease that should be so reflected under GAAP;

(M) Neither the Borrower nor any Subsidiary will pay or commit to pay, in an aggregate amount for any fiscal quarter (commencing with
the current fiscal quarter), in excess of $75,000.00 with respect to lease obligations not existing as of the date of this Agreement, as used in this
paragraph, the term ** lease ” means a lease that is not capitalized in a consolidated balance sheet of the Borrower and should not be so
capitalized under GAAP;

(N) Neither the Borrower nor any Subsidiary will purchase or otherwise invest in or hold securities, nonoperating real estate, or other
nonoperating assets except: (1) Permitted Investments; (2) the present investment in any such assets held as of September 30, 2013 and reflected
in the Financial Statements; and (3) operating assets that hereafter become nonoperating assets;

(O) Neither the Borrower nor any Subsidiary will, except as permitted in accordance with Section 6.02(I) hereof, redeem, purchase, or
retire any of its voting interest or purchase or retire for any consideration, any warrant, right, or option pertaining thereto or other security
convertible into any of the foregoing, or permit any redemption or retirement of the outstanding voting interest of the Borrower or of any
Subsidiary;

{P) Neither the Borrower nor any Subsidiary will prepay any Subordinated Indebtedness, Indebtedness for borrowed money except the
Obligations, or Indebtedness secured by any of its assets (except the Obligations), or enter into or modify any agreement as a result of which the
terms of payment of any of the foregoing Indebtedness are waived or modified;

{Q) Neither the Borrower nor any Subsidiary will enter into any sale-leaseback transaction;

(R} Neither the Borrower nor any Subsidiary will acquire or agree to acquire any stock in, or all or substantially all of the assets of, any
Person;

(S) Neither the Borrower nor any Subsidiary will furnish the Lender any certificate or other document that will contain any untrue
staterment of material fact or that will omit to state a material fact necessary to make it not misleading in light of the circumstances under which it
was furnished; and

(T) Neither the Borrower nor any Subsidiary will directly or indirectly apply any part of the proceeds of the Loans to the purchasing or
carrying of any * margin stock * within the meaning of Regulation U of the Board of Governors of the Federal Reserve System, or any
regulations, interpretations, or rulings thereunder.
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ARTICLE 7.0 DEFAULT
7.01 Events of Default,

The occurrence of any one or more of the following events shall constitute an Event of Default hereunder:
{A) The Borrower or the Guarantor shall fail to pay when due any Obligations to the Lender;

(B) The Borrower or the Guarantor or any other Subsidiary shall fail to observe or perform any other obligation o be observed or
performed by it hereunder or under any of the Loan Documents, and such failure shall continue for thirty (30) days after (1) notice of such
failure from the Lender; or (2) the Lender is notified of such failure or should have been so notified pursuant to the provisions of Section 6.01
(N}, whichever is carlier;

{C) The Borrower or any Subsidiary shall fail fo pay any Indebtedness due any third Persons in excess of $10,000.00 in the aggregate, and
such faiture shall continue beyond any applicable grace period, or the Borrower or any Subsidiary shall suffer to exist any other event of default
under any agrecment binding the Borrower or any Subsidiary with the exception of failures to pay or defaults being contested in good faith in
appropriate proceedings diligently conducted and for which adequate reserves have been set aside in accordance with GAAP;

(D) Any financial statement, representation, warranty, or certificate made or furnished by or with respect to the Borrower or the Guarantor
or any other Subsidiary to the Lender in connection with this Agreement, or as inducement to the Lender to enter into this Agreement, or in any
separate statement or document to be delivered to the Lender hereunder, shall be materially false, incorrect, or incomplete when made;

(E) The Borrower or the Guarantor or any other Subsidiary shall admit its inability to pay its debts as they mature or shall make 2n
assignment for the benefit of itself or any of its creditors;

(F) Proceedings in bankruptcey, or for reorganization of the Borrower, the Guarantor or any other Subsidiary, or for the readjustment of any
of their respective debts under the Bankruptcy Code, as amended, or any part thereof, or under any other Laws, whether state or federal, for the
relief of debtors, now or hereafter existing, shall be commenced against or by the Borrower or the Guarantor or any other Subsidiary and, except
with respect to any such proceedings instituted by the Borrower, the Guarantor or any other Subsidiary, shall not be discharged within ninety
{90) days of their commencement;

(G) A receiver or trustee shall be appointed for the Borrower or the Guarantor or for any substantial part of their respective assets, or any
proceedings shall be instituted for the dissolution or the full or partial liquidation of the Borrower ot the Guarantor, and except with respect to
any such appointments requested or instituted by the Borrower or the Guarantor, such
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receiver or trustee shall not be discharged within ninety {90) days of his appointment, and except with respect to any such proceedings instituted
by the Borrower or the Guarantor, such proceedings shall not be discharged within ninety (90) days of their commencement, or the Borrower or
the Guarantor shall discontinue business or materially change the nature of its business, or the Collateral becomes, in the reasonable judgment of
the Lender, insufficient in value to satisfy the Obligaticns, or the Lender otherwise reasonably finds itself insecure as to the prompt and punctuai
payment and discharge of the Obligations;

(H) The Borrower or the Guarantor shall suffer final judgments (which are not covered by insurance where the insurer has acknowledged
coverage) for payment of money aggregating in excess of $100,000.00 and shall not discharge the same within a period of thirty (30} days
unless, pending further proceedings, execution has not been commenced or, if commenced, has been effectively stayed;

() A judgment crediter of the Borrower or the Guarantor shall obtain possession of any of the Collateral by any means, including (without
implied limitation) levy, distraint, replevin, or self-help;

() Loss by fire or other casualty to any security for the Loans which is not insured exceeding $250,600.00 as determined by a public
adjuster acceptable to the Lender;

(K) Any obligee of Subordinated Indebtedness shall fail to comply with the subordination provisions of the instruments evidencing such
Subordinated Indebtedness; or

{L) The Guarantor shall fail to comply fully with the requitements of the Guaranty, or give notice of or assert the termination,
discontinuance, invalidity or unenforceability of any Guaranty;

(M) There occurs a Change of Control of the Borrower; or

{N) The Borrower shali fail to transfer to the Lender and maintain with the Lender its deposit accounts and cash management services in
accordance with Section 6.01(S) of this Agreement,

7.02 Acceleration.
At its option, and at any time, whether immediately or otherwise, the Lender may, upon the occurrence and during the continuance of any

Event of Default, declare all Obligations immediately due and payable without further action of any kind including without limitation, notice,
demand or presentment.

ARTICLE 8.0 THE LENDER’S RIGHTS AND REMEDIES
8.01 Account Debtors

Upon the occurrence and during the continuance of an Event of Default and at any time thereafter, the Lender, without presentment,
demand, notice, protest or advertisement of any kind, may notify account debtors, at the Borrower’s expense, that the Collateral has been
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assigned to the Lender and that payments shall be made directly to the Lender. Upon request of the Lender, the Borrower will notify such
account debtors that their accounts must be paid to the Lender. Upon the occurrence and during the continuance of an Event of Default and at all
times thereafter, the Borrower will hold all checks, drafts, cash and other remittances in trust for the Lender and deliver them in kind to the
Lender. The Lender shall have full power to collect, compromise, endorse, sell or otherwise deal with the Collateral or proceeds thereof in its
own name or in the name of the Borrower.

8.02 Possession and Foreclosure of Collateral

Upon the occurrence and during the continuance of an Event of Default and at any time thereafter, to the extent that the Bommower could
legally do so, the Lender, without presentment, demand, notice, protest or advertisement of any kind, may enter onto, occupy and use any
premises owned by the Borrower or in which the Borrower has any interest, The Lender may take possession of all Collateral. In the Lender’s
reasonable discretion, the Lender may operate and use the Borrower’s equipment, complete work in process and sell inventory without being
liable to the Borrower on account of any losses, damage or depreciation that may occur as a result thereof (so long as the Lender acts in good
faith). The Lender may lease or license the Collateral to any Person for such purposes. In any event, the Lender may sell, lease, assign and
deliver the whole or any part of the Collateral, at public or private sale, for cash, upen credit or for future delivery, at such prices and upen such
terms as the Lender deems advisable. The Lender may sell or lease Collateral alone or in conjunction with other property, real or personal, and
allocate the sale proceeds or leases among the items of Collateral sold without the necessity of the Collateral being present at any such sale, or in
view of prospective purchasers thereof. If notice of sale is legally required, the Borrower agrees that five (5) days written notice shall be deemed
reascnable. Upon such sale, the Lender may become the purchaser of the whole or any part of the Collateral sold, discharged from all claims and
free from any right of redemption. In case of any such sale by the Lender of all or any of the Collateral on credit, or for fiture delivery, such
Collateral so sold may be retained by the Lender until the selling price is paid by the purchaser. The Lender shall incur no liability in case of the
failure of the purchaser to take possession and pay for the Collateral so sold. In case of any such failure, the said Collateral may be resold. Any
Collateral remaining unsold after being offered at public auction may be abandoned or disposed of for no consideration in such manner as the
Lender deems appropriate.

In any event, at any time and from time o time the Lender may abandon the Collateral or any part thereof, The Borrower agrees promptly
upon demand to take possession of any and all abandoned Collateral and to remove it from any location in the possession of or under the control
of the Lender.

8.03 Use of Intellectual Property

Upon the occurrence and during the continuance of an Event of Default and at any time thereafter, the Lender, without presentment,
demand, notice, protest or advertisement of any kind, may use all or any part of the Borrower’s Intellectual Property which the Borrower now
has or may hereafter acquire. The Lender may license such Intellectual Property to third parties, seek registration of such Intellectual Property in
any state or nation or prosecute pending applications for patent, trademark, or service marks in the Borrower’s name in any state or pation,
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8.04 Notification of Default to Third Parties

The Lender may notify account debtors of the Borrower to pay over to the Lender for application against the Obligations any sums due
from such account debtors to the Borrower. In addition, upon the occurrence and during the continuance of an Event of Default and at any time
thereafier, the Lender, without presentment, demand, notice, protest or advertisement of any kind, may notify the Borrower’s suppliers and other
third parties of the default and of any and all decisions made and actions taken by the Lender with respect to this Agreement, the Obligations or
the Collateral, without liability of any kind.

8.05 Assembly of Collateral

Upon the occurrence and during the continuance of an Event of Default and at any time thereafter, the Lender, without presentment,
demand, notice, protest or advertisement of any kind, may require the Borrower to assemble the Collateral in a single location at a place to be
designated by the Lender and make the Collateral at all times secure and available to the Lender,

8.06 Right of Set-Off.

The Lender may, and is hereby authorized by the Borrower, at any time and from time to time, upon the occurrence and during the
continuance of an Event of Default, to the fullest extent permitted by applicable Laws, without advance notice to the Borrower {any such notice
being expressly waived by the Borrower), set-off and apply any and all deposits (general or special, time or demand, provisional or final) ar any
time held and any other indebtedness at any time owing by the Lender to, or for the credit or the account of, the Borrower against any or all of
the Obligations of the Borrower or the Guarantor, now or hereafter existing, whether or not such Obligations have matured and irrespective of
whether the Lender has exercised any other rights that it has or may have with respect to such Obligations, including without limitation any
acceleration rights, The Lender agrees promptly to notify the Borrower after any such set-off and application, provided that the failure to give
such notice shall not affect the validity of such set-off and application. The rights of the Lender under this Section 8.06 are in addition to the
other rights and remedies (including, without limitation, other rights of set-off) which the Lender may have.

8.07 Exercise of Other Remedies

Upon the occurrence and during the continuance of any Event of Default and at any time thereafier, the Lender, without presentment,
demand, notice, protest or advertisement of any kind, may exercise the remedies of a secured party afforded by the Uniform Commercial Code
and other applicable law or by the terms of any agreement between the Borrower and the Lender.
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8.08 Cumulative Rights and Remedies

All rights and remedies of the Lender, whether provided for herein or in other agreements, instruments or documents ar conferred by law,
are cumnulative and may be exercised alone or simultaneously,

8.09 Additional Rights and Remedies

(A) Upon the occurrence and during the continuance of an Event of Default, 21l obligations on the part of the Lender to make advances on
the Revolving Credit Note, if the Lender so elects, shall cease and terminate, and, at the option of the Lender, each of the Notes shall become
immediately due and payable, and the Lender shall thereupon be authorized and empowered to exercise any rights of foreclosure or as otherwise
provided for the realization of any security for the Notes covered by any of the Loan Documents; but the Lender may, at its reasonable
discretion, make any advances or portions of advances, after demand or the occurrence of any such Event of Default, without thereby waiving its
right to demand payment of the Berrower's indebtedness evidenced by the Notes and secured by the Loan Documents, and without becoming
liable to make any other or farther advances as hereinabove contemplated by this Agreement.

(B) Upen the cccurrence and during the continuance of any Event of Default, the rights, powers, and privileges provided in this
Section 8.09 and all other remedies available to the Lender under this Agreement or at [aw or in equity may be exercised by the Lender at any
time and from time to time, whether or not the indebtedness evidenced and secured by the Notes and the other Loan Documents shall be due and
payable, and whether or not the Lender shall have instituted any foreclosure proceedings or other action for the enforcement of its rights under
the Notes or any of the other Loan Documents.

ARTICLE 9.0 ATTORNEY-IN-FACT
9.01 Attomey-In-Fact

Upon the occurrence and during the continuance of an Event of Default and at all times thereafter, the Borrower hereby irrevocably
appoints the Lender, or its designee, as the Borrower’s true and lawful attorney-in-fact, with full power as follows: (A) to endorse the name of
the Borrower on any assignments, notes, checks, drafts, money orders, or other instruments of payment for Collateral; (B} to sign or endorse the
name of the Borrower on any negotiable instrument, invoice, freight or express bill, bill of lading, storage or warehouse teceipts, drafts,
assignments, verifications and notices in connection with accounts; {(C) to obtain, adjust, settle and cancel, in the Borrower’s name, insurance
policies as required by Section 6.01(D) and to sign the Borrower’s name on settlement checks or drafts; (D) in the Borrower’s name, to do any
act which this Agreement requires Borrower to do, and, (E) to give notice to the United States Post Office to effect changes of address so that
mail addressed to the Borrower may be delivered directly to the Lender. In exercising this power-of-attorney, the Lender shall ot be liable to the
extent that it acts in good faith.
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ARTICLE 10.0 MISCELLANEOUS
10.01 Construction.

The provisions of this Agreement shall be in addition to those of any guaranty, pledge or security agreement, note, or other evidence of
liability now or hercafter held by the Lender, all of which shall be construed as complementary to each other. Nothing herein contained shall
prevent the Lender from enforcing any or all other guaranty, pledge or security agreements, notes, or other evidences of liability in accordance
with their respective terms.

10.02 Further Assurance,

From time to time, the Borrower will execute and deliver to the Lender such additional documents and will provide such additional
information as the Lender may reasonably require to carry out the terms of this Agreement and be informed of the status and affairs of the
Borrower.

10.03 Enforcement and Waiver by the Lender.

The Lender shall have the right at all times to enforce the provisions of this Agreement and the other Loan Documents in strict accordance
with the terms hereof and thereof, notwithstanding any conduct or custom on the part of the Lender in refraining from so doing at any time or
times. The failure of the Lender at any time or times to enforce its rights under such provisions, strictly in accordance with the same, shall not.be
construed as having created a custom in any way or manner contrary lo specific provisions of this Agreement or as having in any way or manner
modified or waived the same. All rights and remedies of the Lender are cumulative and concurrent and the exercise of one right or remedy shall
not be deemed a waiver or release of any other right or remedy.,

10.04 Expenses of the Lender.

The Borrower will, on demand, reimburse the Lender for all expenses, including the reasonable fees and expenses of legal counsel for the
Lender, incurred by the Lender in connection with the preparation, administration, amendment, modification, or enforcement of this Agreement
and the other Loan Documents and the collection or attempted collection of any of the Obligations including without limitation by reasen of
enumeration, all reasonable expenses and fees of legal counsel for the Lender incurred in connection with any bankruptey or insolvency action of
the Borrower, the Guarantor or any other Subsidiary.

10.05 Notices.

Any notices or consents required or permitted by this Agreement shall be in writing and shall be deemed delivered if delivered in person or
by a nationally recognized overnight courier, or if sent by certified mail, postage prepaid, return receipt requested, facsimile transmission, as
follows, unless such address is changed by written notice hereunder:

{A) Ifto the Borrower: WORLD ENERGY SOLUTIONS, INC.
100 Front Street, 20 W Fleor
Worcester, MA 01608
Attention: James F. Parslow,
Chief Financial Officer
Facsimtle: 508-459-8101
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With a copy to: Paul J. I)’Onfro, Esquire
Michael A. Refolo, Esquire
Mirick, O'Connell, DeMallie & Lougee, LLP
100 Front Street
Worcester, MA 01608
Facsimile: 508-983-6249

(B) [Iftothe Lender COMMERCE BANK & TRUST COMPANY
386 Main Street
Worcester, MA 01608
Attention: Senior Commercial Loan Officer
Facsimile: 508-797-6933

With a copy to: George W. Tetler Iil, Esquire
Bowditch & Dewey, LLP
311 Main Street
P.O. Box 15156
Worcester, MA 01615-0156
Facsimile: 508-929-3052

Any party may change the address to which notices are to be sent to it by giving written notice of such change of address to the other party in the
manner herein provided for giving notice. Any such notice, demand, request, or other communication shall be deemed given when mailed as
aforesaid.

10.06 Wajver and Indemnification by the Borrower.
To the maximum extent permitted by applicable Laws, the Borrower:

(A) Waives (1) protest of all commercial paper at any time held by the Lender on which the Borrower is in any way liable; (2) except as
the same may herein be specifically granted notice of acceleration and of intentien to accelerate; and (3) notice and opportunity to be heard,
after acceleration in the manner provided in Section 7.02, before exercise by the Lender of the remedies of self-help, set-off, or of other summary
procedures permitted by any applicable Laws or by any agreement with the Borrower, and, except where required hereby ot by any applicable
Laws, notice of any other action taken by the Lender; and

(B) Defends, indemnifies and holds harmless the Lender and its officers, attorneys, agents, and employees from all claims for loss or
damage caused by any act or omission on the
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part of any of them in connection with the transactions contemplated by this Agreement or related to the banking relationship between or among
the Borrower, the Guarantor and the Lender, excepting only the Lender’s willful misconduct or gross negligence.

10.07 Participation/Pledge.

Notwithstanding any other provision of this Agreement, the Borrower understands that the Lender may at any time enter into participation
agreements with one or more participating banks whereby the Lender will allocate certain percentages of its commitment to them. The Borrower
acknowledges that, for the convenience of all parties, this Agreement is being entered into with the Lender only and that its obligations under
this Agreement are undertaken for the benefit of, and as an inducement to, any such participating bank as well as the Lender, and the Borrower
hereby grants to each such participating bank, to the exient of its participation in the Loans, the right to set off deposit accounts maintained by
the Borrower with such bank, Notwithstanding the foregoing provisions of this Section, any Lender may at any time pledge or assign all or any
portion of such Lender’s rights under this Agreement, the Notes, and the other Loan Documents to a Federal Reserve bank; provided, however,
that no such pledge or assignment shall release such Lender from such Lender’s obligations hereunder or under the Notes or any of the other
Loan Documents.

10.08 WAIVER OF JURY TRIAL.

EACH OF THE LENDER AND THE BORROWER WAIVES 1TS RIGHTS TO A TRIAL BY JURY WITH RESPECT TO ANY
SUIT, ACTICN OR PROCEEDING, WHETHER CLAIM OR COUNTERCLAIM, BROUGHT OR INSTITUTED BY ANY PARTY
TO THIS AGREEMENT OR ANY OF THEIR SUCCESSORS AND ASSIGNS, WHICH RELATES DIRECTLY OR INDIRECTLY
TO THIS AGREEMENT, THE LOANS, THE OTHER LOAN DOCUMENTS OR THE RELATIONSHIP BETWEEN THE LENDER
AND THE BORROWER.

10.09 Applicable Law,

This Agreement is entered into and performable in The Commonwealth of Massachusetts and shall be subject to and construed and
enforced in accordance with the laws of The Commonwealth of Massachusetts.

10.10 Binding Effect, Assignment, and Entire Agreement.

This Agreement shall inure to the benefit of, and shall be binding upon, the respective successors and permitted assigns of the parties
hereto, The Borrower has no right to assign any of its rights or obligations hereunder without the prior written consent of the Lender. This
Agreement, including the Exhibits hereto, all of which are hereby incorporated herein by reference, and the documents executed and delivered
pursuant hereto, constitute the entire agreement between the parties and may be amended only by a writing signed on behalf of each party.
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10.11 Severability.

If any provision of this Agreement shall be held invalid under any applicable Laws, such invalidity shall not affect any other provision of
this Agreement that can be given effect without the invalid provision, and, 10 this end, the provisions hereof are severable.

10.12 Counterparts.

This Agreement may be exccuted in any number of counterparts, each of which shall be deemed to be an original, but all of which together
shall constitute but one and the same instrument.

10.13 Integration Clause

This Agreement is intended by the parties as the final, complete and exclusive statement of the transactions evidenced by this Agreement.
All prior or contemporaneous promises, agreements and understandings, whether oral or written, are deemed to be superceded by this
Agreement, and no party is relying on any promise, agreement or understanding not set forth in this Agreement. This Agreement may not be
amended or modified except by written instrument describing such amendment or modification executed by the Borrower and the Lender.

10.14 Govemning Law; Consent to Jurisdiction,

THIS AGREEMENT IS INTENDED TO TAKE EFFECT AS A SEALED INSTRUMENT AND SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE COMMONWEALTH OF MASSACHUSETTS. The Borrower agrees that
any suit for the enforcement of this Agreement may be brought in the courts of The Commonwealth of Massachusetts or any federal court sitting
therein and consents to the non-exclusive jurisdiction of such court and to service of process in any such suit being made upon the Borrower by
mail at the address identified with its signature below (unless the Borrower has by five (5) days written notice specified another address). The
Borrower hereby waives any objection that it may now or hereafter have to the venue of any such suit or any such court or that such suit is
brought in an inconvenient court.

THIS SPACE INTENTIONALLY LEFT BLANK;
SIGNATURES APPEAR ON THE FOLLOWING PAGE
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written.

/sf

Witness

Is!

Witness

IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as a sealed instrument as of the day and year first above

WORLD ENERGY SOLUTIONS, INC,

By:  /s/ James Parslow

Name: James Parslow.
Title: Chief Financial Officer and Treasurer

COMMERCE BANK & TRUST COMPANY

By:  /s/ Thomas Moschos

Name: Thomas Moschos
Title: Commercial Loan Officer




EXHIBIT 6.01{A)
USE OF LOAN PROCEEDS

The proceeds of the Term Loan shall be used to refinance all of the Borrower’s outstanding indebtedness to Silicon Valley Back and for working
capital purposes.

The proceeds of the Revolving Credit shall be used for working capital of the Borrower.
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Exhibit 10.2

REVOLVING CREDIT NOTE

$2,500,000.00 Worcester, Massachusetts
December 30, 2013

FOR VALUE RECEIVED , the undersigned, WORLD ENERGY SOLUTIONS, INC. , a Delaware corporation with its principal
place of business at 100 Front Street, 20th Floor, Worcester, Massachusetts 01608 (the * Borrower ™), hereby promises to.pay to
COMMERCE BANK & TRUST COMPANY,

a Massachusetts banking corporation (the “ Lender ), OR ORDER, at its office at 386 Main Street, Worcester, Massachusetts 01608, or such
other place as the Lender may from time to time specify in writing, the principal sum of

TWO MILLION FIVE HUNDRED THOUSAND AND NO/100 DOLLARS (82,500,000.00)

(or so much as may be outstanding from time to time) with interest on the unpaid principal until paid at the rate and in the manner hereinafter
provided in lawful money of the United States of America in immediately available funds, without counterclaim or setoff and free and clear of,
and without any deduction or withholding for, any taxes or other payments.

This Revolving Credit Note is issued in conjunction with and secured as set forth in a Loan and Security Agreement dated as of even
date herewith by and between the Borrower and the Lender (as may be amended from time to time, the “ Agreement ™}, all the terms and
conditions of which are incorporated herein by reference. No reference to the Agreement or to any provision thereof shall affect or impair the
absolute and unconditional obligation of the Borrower to pay the principal of and interest on this Revolving Credit Note as herein provided. An
Event of Default under the Agreement or, under any of the Loan Documents shall also constitute an Event of Default hereunder. The occurrence
of an Event of Default shall constitute a default (beyond any applicable grace or cure periods) under each other obligation of the Borrower to the
Lender.

Capitalized terms used and not otherwise defined herein shall have the meanings ascribed to such terms in the Agreement,

Interest shall be calculated on the daily unpaid principal balance of the indebtedness evidenced by this Revolving Credit Note
computed on the basis of the actual number of days elapsed over a vear assumed to have three hundred sixty (360) days, provided that interest
shall be due for the actual number of days elapsed during each period for which interest is being charged.
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The unpaid principal of this Revolving Credit Note from time to time outstanding shall bear interest at the applicable rate per annum
(the ** Note Rate ), in accordance with the provisions of this Revolving Credit Note, as follows:

(2) From the date of this Revolving Credit Note through and including June 30, 2014, at a fluctuating rate per annum equal to the
aggregate of (i} the Prime Rate plus (ii) one and three-quarters percent (1,75%); and

{b) Commencing July 1, 2014 through and including the Revolving Credit Termination Date hereinafter defined, at a fluctuating rate
per annum equal to the aggregate of (i} the Prime Rate plus (ii) the Applicable Margin (calcuiated as set forth below).

The * Applicable Margin ” shall mean that percentage determined by calculation of the Lender to be the ratio of Actual EBITDA to
Projected EBITDA as of each semi-annual fiscal period commencing with the semi-annual period ending on June 30, 2014, as foliows:
Ratio of Actual EBITDA to Projected EBITDA Applicable Margin -
gréaterthan I RO N0 S Es g 1:25%;

equal to or greater than 1.25 to 1.0, but less than 1.50 to 1.0

lessithan,

Interest kereunder shall be payable monthly in arrears commencing one (1) month from the date of this Revolving Credit Note and
continuing to be due and payable on the same day of each succeeding month. All principal, interest and other indebtedness due hereunder if not
sooner paid, shall be due and payable on December 30, 2016 (the ** Revolving Credit Termination Date ).

Until the earlier of (a) the Revolving Credit Termination Date or {b) the occurrence of an Event of Default, the Borrower may
borrow, repay and reborrow hereunder from time to time as more particularly described herein and in the Agreement.

1f the entire amount of any required principal and/or interest is not paid in full within fifteen (15) days after the same is due, the
Borrower shall pay fo the Lender a late fee equal to five percent (5.00%) of the required payment. Such late charge payments are made for the
purpose of compensating the Lender for its administrative, costs and expenses in handling late payments and losses in connection therewith. This
provision is not intended to provide a grace period for any payment otherwise due and payable and shall not constitute a waiver by the Lender to
insist upon the strict performance of any of the Borrower’s covenants or agreements with, or obligations to, the Lender or to declare an Bvent of
Default for any payment not made when it was due and payable.

All payments shall be applied first to the payment of all fees, expenses and other amounts due to the Lender (excluding principal and
interest), then to accrued interest, and the balance on account of outstanding principal; provided, however, that during the continuance of an
Event of Default, payments will be applied to the obligations of the Borrower to the Lender as the Lender shall determine in its sole discretion,
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Upon the occurrence and during the continuance of an Event of Default {whether or not the Lender has accelerated payment of this
Revolving Credit Note), or after the Revolving Credit Termination Date or after judgment has been rendered on this Revolving Credit Note, the
unpaid principal of this Revolving Credit Note, including interest, fees or costs which are not paid when due, will, at the option of the Lender,
bear interest at a rate which is five percent (5.00%) per annum greater than the Note Rate (the “ Default Rate ). This may result in compounding
of interest. This will not constitute a waiver of any Event of Default,

At its option, and at any time, whether immediately or otherwise, upon the occurrence and during the continuance of an Event of
Default, the Lender may declare this Revolving Credit Note immediately due and payable without further action of any kind including notice,
further demand or presentment.

The Borrower and any guarantor hereby grant to the Lender a continuing lien, security interest and right of setoff as security for all
liabilities and obligations to the Lender, whether now existing or hereafter arising, upon and against all deposits, credits, collateral and property,
now or hereafter in the possession, custody, safekeeping or control of the Lender or any entity under the control of the Lender and its successors
and assigns, or in fransit to any of them, At any time, without demand or notice (any such notice being expressly waived by the Borrower), the
Lender may set off the same or any part thereof and apply the same to any liability or obligation of the Borrower and any guarantor even though
unmatured and regardless of the adequacy of any other collateral securing this Revolving Credit Note. ANY AND ALL RIGHTS TO REQUIRE
THE LENDER TO EXERCISE ITS RIGHTS OR REMEDIES WITH RESPECT TO ANY OTHER COLLATERAL WHICH SECURES THIS
REVOLVING CREDIT NOTE, PRIOR TO EXERCISING ITS RIGHT OF SETOFF WITH RESPECT TO SUCH DEPOSITS, CREDITS OR
OTHER PROPERTY OF THE BORROWER AND ANY GUARANTOR, ARE HEREBY KNOWINGLY, VOLUNTARILY AND
IRREVOCABLY WAIVED.

The Borrower shall pay on demand all reasonable expenses of the Lender in connection with the preparation, administration, default,
collection, waiver or amendment of loan terms, or in connection with the Lender’s exercise, preservation or enforcement of any of its rights,
remedies or options hereunder, including, without limitation, reasonable fees of outside legal counsel or other similar professional fees or
expenses, and any fees or expenses associated with travel or other costs relating to any appraisals or examinations conducted in connection with
this Revolving Credit Note or any coilateral therefor, and the amount of all such expenses, if not paid within thirty (30) days, shall, until paid,
bear interest at the rate applicable to principal hereunder {including any Default Rate) and be an obligation secured by any collateral.

The Borrower and each guarantor, endorser or other person now or hereafter liable for the payment of any of the indebtedness
evidenced by this Revolving Credit Note severally agree, by making, guarantesing or endorsing this Revolving Credit Note or by making any
agreement to pay any of the indebtedness evidenced by this Revolving Credit Note, to waive presentment for payment, protest and demand,
notice of protest, demand and of dishonor and non-payment of this




Revolving Credit Note, and consent without notice or further assent (a} to the substitution, exchange, or release of the coilateral securing this
Revolving Credit Note or any part thereof at any time; (b) to the acceptance by the holder or holders at any time of any additional collateral or
security or other guarantors of this Revolving Credit Note, {c) to the modification or amendment at any time, and from time to time, of this
Revolving Credit Note, the Agreement and any other instrurnent securing this Revolving Credit Note, at the request of any person liable hereon;
(d) to the granting by the holder hereof of any extension of the time for payment of this Revolving Credit Note or for the performance of the
agreements, covenants, and conditions contained in this Revolving Credit Note, the Agreement or any instrutment securing this Revolving Credit
Note, at the request of any other person liable hereon; and (€) to any and all forbearances and indulgences whatsoever; and such consent shall not
alter or diminish the liability of any person.

This Revolving Credit Note shall be governed by, and construed in accordance with, the laws of The Commonwealth of
Massachusetts. The Borrower agrees that any suit for the enforcement of this Revolving Credit Note may be brought in the courts of The
Commonwealth of Massachusetts or any Federal Court sitting therein and consents to the non-exclusive jurisdiction of such court and to service
of process in any such suit being made upon the Borrower by mail at the address specified herein, The Borrower hereby waives any objection
that it may now or hereafter have to the venue of any such suit or any such court or that such suit was brought in an inconvenient court.

THE BORROWER AND THE LENDER (BY ACCEPTANCE OF THIS REVOLVING CREDIT NOTE) MUTUALLY
HEREBY KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVE THE RIGHT TO A TRIAL BY JURY IN RESPECT
OF ANY CLAIM BASED HEREON, ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS REVOLVING CREDIT
NOTE, THE AGREEMENT, THE LOAN BOCUMENTS OR ANY OTHER FINANCING INSTRUMENTS EXECUTED OR
CONTEMPLATED TO BE EXECUTED IN CONNECTION HEREWITH OR WITH THE AGREEMENT OR ANY COURSE OF
CONDUCT, COURSE OF DEALINGS, STATEMENTS (WHETHER VERBAL OR WRITTEN) OR ACTIONS OF ANY PARTY
RELATED HERETO, INCLUDING, WITHOUT LIMITATION, ANY COURSE OF CONDUCT, COURSE OF DEALINGS,
STATEMENTS OR ACTIONS OF THE LENDER RELATING TO THE ADMINISTRATION OF THE LOANS EVIDENCED BY
THIS REVOLVING CREDIT NOTE OR ENFORCEMENT OF THE AGREEMENT, THE LOAN DOCUMENTS OR ANY SUCH
FINANCING INSTRUMENTS, AND AGREE THAT NO PARTY WILL SEEK TO CONSOLIDATE ANY SUCH ACTION WITH
ANY OTHER ACTION IN WHICH A JURY TRIAL CANNOT BE OR HAS NOT BEEN WAIVED, EXCEPT AS PROHIBITED BY
LAW, THE BORROWER HEREBY WAIVES ANY RIGHT IT MAY HAVE TO CLAIM OR RECOVER IN ANY LITIGATION ANY
SPECIAL, EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES OR ANY DAMAGES OTHER THAN, OR IN ADDITION
TO, ACTUAL DAMAGES. THE BORROWER CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF THE
LENDER HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT THE LENDER WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK FTO ENFORCE THE FOREGOING WAIVER. THIS WAIVER CONSTITUTES A MATERIAL
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INDUCEMENT FOR THE LENDER TO ACCEPT THIS REVOLVING CREDIT NOTE AND MAKE THE LOANS EVIDENCED BY
THIS REVOLVING CREDIT NOTE AND THE AGREEMENT.

This Revolving Credit Note shall be the joint and several obligation of the Borrower and all sureties, guarantors and endorsers, and shall be
binding upon them and their respective successors and assigns and each or any of them.

This Revolving Credit Note and the rights and obligations of the parties hereunder shall be construed and interpreted in accordance
with the laws of The Commonwealth of Massachusetts {excluding the laws applicable to conflicts or choice of law).

This Revolving Credit Note, the Agreement and the Loan Documents are intended by the parties as the final, complete and exclusive
staternent of the transactions evidenced by this Revolving Credit Note. All prier or contemparaneous promises, agreements and understandings,
whether oral or written, are deemed to be superceded by this Revolving Credit Note, the Agreement and the Loan Documents and no party is
relying on any promise, agreement or understanding not set forth in this Revolving Credit Note, the Agreement and the Loan Decuments. This
Revolving Credit Note may not be amended or modified except by a written instrument describing such amendment or modification executed by
the Borrower and the Lender.

No portion of the proceeds of this Revelving Credit Note shall be used, in whole or in part, for the purpose of purchasing or carrying any
“margin stock” as such term is defined in Regulation U of the Board of Governors of the Federal Reserve System.

Upon receipt of an affidavit of an officer of the Lender as to the loss, theft, destruction or mutilation of this Revolving Credit Note or
any other security document which is not of public record, and, in the case of any such loss, theft, destruction or mutilation, upen cancellation of
this Revolving Credit Note or other security document, the Borrower will issue, in lieu thereof, a replacement Revolving Credit Note or other
security document in the same principal amount thereof and otherwise of like tenor,

IN WITNESS WHEREOF, the Borrower has caused this Revolving Credit Note to be executed by its duly authorized officer as an
instrument under seal as of the day and year first above written,

WORLD ENERGY SOLUTIONS, INC,
Is! By:  /s/James Parslow

Witness Name: James Parslow
Title: Chief Financial Officer and Treasurer




Exhibit 10.3

TERM NOTE

$6,000,000:00 Worcester, Massachusetts
December 30, 2013

FOR VALUE RECEIVED , the undersigned, WORLD ENERGY SOLUTIONS, INC. , a Delaware corporation with its principal place
of business at 100 Front Street, 20th Floor, Worcester, Massachusetts 01608 (the “Borrower”), hereby promises to pay to ~ ~

COMMERCE BANK & TRUST COMPANY,

a Massachusetts banking corporation (the “ Lender ), OR ORDER, at its office at 386 Main Street, Worcester, Massachusetts 01608, or such
other place as the Lender may from time to time specify in writing, the principal surn of

SIX MILLION AND NO/100 DOLLARS (56,000,000.00)

with interest on the unpaid principal until paid at the raie and in the manner hereinafter provided in Jawful money of the United States of
America in immediately availabie funds, without counterclaim or setoff and free and clear of, and without any deduction or withholding for, any
taxes or other paymenis.

This Term Note is issued in conjunction with and secured as set forth in a Loan and Security Agreement dated as of even date herewith by
and between the Borrower and the Bank (as may be amended from time to time, the “ Agreement ), all the terms and conditions of which are
incorporated herein by reference. Mo reference to the Agreement or to any provision thereof shall affect or impair the absolute and unconditionai
obligation of the Borrower to pay the principai of and interest on this Tern: Note as herein provided. An Event of Default under the Agreement
or under any of the Loan Documents shall also constitute an Event of Default hereunder, The occurrence of an Event of Default shall constitute a
default (beyond any applicable grace or cure periods) under each other obligatien of the Borrower to the Bank, Capitalized terms used and not
otherwise defined herein shall have the meanings ascribed to such terms in the Agreement.

Interest shall be calculated on the daily unpaid principal balance of the indebtedness evidenced by this Term Note computed on the basis of
the actual number of days elapsed over a year assumed to have three hundred sixty (360) days, provided that interest shall be due for the actual
number of days elapsed during each period for which interest is being charged.

The unpaid principal of this Term Note from time to time outstanding shall bear interest at the applicable rate per annum (the “ Note Rate
"}, in accordance with the provisions of this Term Note, as follows:

(a) From the date of this Term Note through and including June 30, 2014, at a fluctuating rate per annum equzl to the aggregate of (i) the
Prime Rate plus (ii) two and three-quarters percent (2.75%); and




(b) Commencing July 1, 2014 through and including the Maturity Date hereinafter defined, at a fluctuating rate per annum equal to the
aggregate of (i) the Prime Rate plus (ii) the Applicable Margin (calculated as set forth below).

The “ Applicable Margin * shall mean that percentage determined by calculation of the Lender to be the ratio of Actual EBITDA to
Projected EBITDA as of each semi-annual fiscal period commencing on the semi-annual period ending on June 306, 2014, as follows:

Ratio of Actual EBITDA to DA to Projected EBITDA Ap_glxcable Ma_rgl

R——
greater:

L »’r Ao

Interest hereunder shall be payable monthly in arrears commencing one (1) month from the date of this Term Note and continuing to be
due and payable on the same day of each succeeding month. Commencing seven (7) months from the date hereof and continuing on the same
day of each succeeding month through the Maturity Date hereinafter defined, principal and interest at the Note Rate shall be payable in monthly
amounts set forth on an amortization schedule prepared by the Lender to reflect any adjustment in the Note Rate and providing for repayment of
the indebtedness due on this Term Note at the then current Note Rate over a sixty (60) month térm commencing as of July 1, 2014,

Such monthly payments shall contintie until the entire indebtedness evidenced by this Term Nete is fully paid; provided, however, if not
sooner paid, the entire indebtedness hereunder shall be due and payable five (5) years from the date hereof (the “ Maturity Date "} without notice
or demand of any kind.

The Borrower shail have the privilege of prepaying all or any part of the unpaid principal balance of this Term Note at any time without
premium,

If the entire amount of any required principal and/or interest is not paid in full within fifteen (15) days after the same is due, the Borrower
shall pay to the Lender a late fee equal to five percent (5.00%) of the required payment. Such Jate charge payments are made for the purpose of
compensating the Lender for its administrative, costs and expenses in handling late payments and losses in connection therewith. This provision
is not intended to provide a grace period for any payment otherwise due and payable and shall not constitute a waiver by the Lender to insist
upon the strict performance of any of the Borrower’s covenants or agreements with, or obligations to, the Lender or to declare an Event of
Default for any payment not made when it was due and payable..




All payments shall be applied first to the payment of all fees, expenses and other amounts due to the Lender (excluding principal and
interest), then to accrued interest, and the balance on account of outstanding principal; provided, however, that during the continuance of an
Event of Default, payments will be applied to the obligations of the Borrower to the Lender as the Lender shall determine in its sole discretion.

Upon the occurrence and during the continuance of an Event of Default (whether or not the Lender has accelerated payment of this Term
Note), or after the Maturity Date or after judgment has been rendered on this Tenn Note, the unpaid principal of this Term Note, including
interest, fees or costs which are not paid when due, will, at the eption of the Lender, bear interest at a rate which is five percent (5.00%) per
annum greater than the Note Rate (the “ Default Rate ™). This may result in compounding of interest. This will not constitute a waiver of any
Event of Defanlt.

At its option, and at any time, whether immediately or otherwise, upon the eccurrence and during the continuance of an Event of Default,
the Lender may declare this Term Note immediately due and payable without further action of any kind including notice, further demand or
presentment.

The Borrower and any guarantor hereby grant to the Lender a continuing lien, security interest and right of setoff as security for all
liabilities and obligations to the Lender, whether now existing or hereafter arising, upon and against all deposits, credits, collateral and property,
now or hereafter in the possession, custody, safekeeping or control of the Lender or any entity under the control of the Lender and its successors
and assigns, ot in transit to any of them. At any time, without demand or notice (any such notice being expressly waived by the Borrower), the
Lender may set off the same or any part thereof and apply the same to any liability or obligation of the Borrower and any guarantor even though
unmatured and regardless of the adequacy of any other collateral securing this Term Note. ANY AND ALL RIGHTS TO REQUIRE THE
LENDER TO EXERCISE ITS RIGHTS OR REMEDIES WITH RESPECT TO ANY OTHER COLLATERAL WHICH SECURES THIS
TERM NOTE, PRIOR TO EXERCISING ITS RIGHT OF SETOFF WITH RESPECT TO SUCH DEPOSITS, CREDITS OR OTHER
PROPERTY OF THE BORROWER AND ANY GUARANTOR, ARE HEREBY KNOWINGLY, VOLUNTARILY AND IRREVOCABLY
WAIVED.

The Borrower shall pay on demand all reasonable expenses of the Lender in conpection with the preparation, administration, default,
collection, waiver or amendment of loan terms, or in connection with the Lender’s exercise, preservation or enforcement of any of its rights,
remedies.or options hereunder, including, without limitation, reasonable fees of outside legal counsel or other similar professional fees or
expenses, and any fees or expenses associated with travel or other costs relating to any appraisals or examinations conducted in connection with
this Term Note or any collateral therefor, and the amount of all such expenses, if not paid within thirty (30) days, shall, until paid, bear interest at
the rate applicable to principal hereunder (including any Default Rate} and be an obligation secured by any collateral.
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The Borrower and each guarantor, endorser or other person now or hereafter liable for the payment of any of the indebtedness evidenced
by this Term Note severally agree, by making, guaranteeing or endorsing this Term Note or by making any agreement to pay any of the
indebtedness evidenced by this Term Note, to waive presentment for payment, protest and demand, notice of protest, demand and of dishonor
and non-payment of this Term Note, and consent without notice or further assent (a) to the substitution, exchange, or release of the collateral
securing this Term Note or any part thereof at any time; (b} to the acceptance by the holder or holders at any time of any additional collateral or
security or other guarantors of this Term Note, (c) to the modification or amendment at any time, and from time to {ime, of this Term Note, the
Agreement and any other instrument securing this Term Note, at the request of any person liable hereon; (d) to the granting by the holder hereof
of any extension of the time for payment of this Term Note or for the performance of the agreements, covenants, and conditions contained in this
Term Note, the Agreement or any instrument securing this Term Note, at the request of any other person liable hereon; and (e) to any and all
forbearances and indulgences whatsoever; and such consent shall not alter or diminish the liability of any person.

This Term Note shall be governed by, and construed in accordance with, the laws of The Commonwealth of Massachusetts. The Borrower
agrees that any suit for the enforcement of this Term Note may be brought in the courts of The Commonwealth of Massachusetts or any Federal
Court sitting therein and consents to the non-exclusive jurisdiction of such court and to service of process in any such suit being made upon the
Borrower by mail at the address specified herein. The Borrower hereby waives any objection that it may now or hereafter have to the venue of
any such suit or any such coust or that such suit was brought in an inconvenient court.

THE BORROWER AND THE LENDER (BY ACCEPTANCE OF THIS TERM NOTE} MUTUALLY HEREBY KNOWINGLY,
VOLUNTARILY AND INTENTIONALLY WAIVE THE RIGHT TO A TRIAL BY JURY IN RESPECT OF ANY CLAIM BASED
HEREON, ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS TERM NOTE, THE AGREEMENT, THE LOAN DOCUMENTS
OR ANY OTHER FINANCING INSTRUMENTS EXECUTED OR CONTEMPLATED TO BE EXECUTED IN CONNECTION HEREWITH
OR WITH THE AGREEMENT OR ANY COURSE OF CONDUCT, COURSE OF DEALINGS, STATEMENTS (WHETHER VEREBAL OR
WRITTEN) OR ACTIONS OF ANY PARTY RELATED HERETO, INCLUDING, WITHOUT LIMITATION, ANY COURSE OF
CONDUCT, COURSE OF DEALINGS, STATEMENTS OR ACTIONS OF THE LENDER RELATING TO THE ADMINISTRATION OF
THE LOANS EVIDENCED BY THIS TERM NOTE OR ENFORCEMENT OF THE AGREEMENT, THE LOAN DOCUMENTS OR ANY
SUCH FINANCING INSTRUMENTS, AND AGREE THAT NO PARTY WILL SEEK TO CONSOLIDATE ANY SUCH ACTION WITH
ANY OTHER ACTION IN WHICH A JURY TRIAL CANNOT BE OR HAS NOT BEEN WAIVED. EXCEPT AS PROHIBITED BY LAW,
THE BORROWER HEREBY WAIVES ANY RIGHT IT MAY HAVE TO CLAIM OR RECOVER IN ANY LITIGATION ANY SPECIAL,
EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES OR ANY DAMAGES OTHER THAN, OR IN ADDITION
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TO, ACTUAL DAMAGES. THE BORROWER CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF THE LENDER
HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT THE LENDER WOULD NOT, IN THE EVENT OF LITIGATION, SEEK. TO
ENFORCE THE FOREGOING WAIVER. THIS WAIVER CONSTITUTES A MATERIAL INDUCEMENT FOR THE LENDER TO
ACCEPT THIS TERM NOTE AND MAKE THE LOANS EVIDENCED BY THIS TERM NOTE AND THE AGREEMENT.

This Term Note shall be the joint and several obligation of the Borrower and all sureties, guarantors and endorsers, and shall be
binding upon them and their respective successors and assigns and each or any of them.

This Term Note and the rights and obligations of the parties hereunder shall be construed and interpreted in accordance with the laws of
The Commonwealth of Massachusetts (excluding the laws applicable to conflicts or choice of law).

This Term Note, the Agreement and the Loan Documents are intended by the parties as the final, complete and exclusive statement of the
transactions evidenced by this Term Note. All prior ot contemporaneous promises, agreements and understandings, whether oral or written, are
deemed to be superceded by this Term Note, the Agreement and the Loan Documents and no patty is relying on any promise, agreement or
understanding not set forth in this Term Note, the Agreement and the Loan Documents. This Term Note may not be amended or modified except
by a written instrument describing such amendment ot modification executed by the Borrower and the Lender.

No portion of the proceeds of this Term Note shall be used, in whole or in part, for the purpose of purchasing or carrying any “margin
stock” as such term is defined in Regulation U of the Board of Governors of the Federal Reserve System,

Upon receipt of an affidavit of an officer of the Lender as to the loss, theft, destruction or mutilation of this Term Note or any other
security document which is not of public record, and, in the case of any such loss, theft, destruction or mutilation, upon cancellation of this Term
Note or other security document, the Borrower will issue, in lieu thereof, a replacement Term Note or other security document in the same
principal amount thereof and otherwise of like tenor.

IN WITNESS WHEREOQF, the Borrower has caused this Term Note to be executed by its duly authorized officer as an instrument under
seal as of the day and year first above written.

WORLD ENERGY SOLUTIONS, INC.
fsf By:  /s/ James Parslow

Witness Name: James Parslow
Title: Chief Financtal Officer and Treasurer




Exhibit 10.4
SUBORDINATION AGREEMENT
Borrower: WORLD ENERGY SOLUTIONS, INC.

100 Front Street, 20 ®: Floor
Worcester, Massachusetts (1608

Creditor: MASSACHUSETTS CAPITAL RESOURCE COMPANY

420 Boylston Street
Boston, Massachusetts 02116

Lender: COMMERCE BANK & TRUST COMPANY

386 Main Street
Worcester, Massachusetts 01608

THIS SUBORDINATION AGREEMENT is entered into among WORLD ENERGY SOLUTIONS, INC. , a Delaware corporation, (¢
Borrower ™), whose address is 446 Main Street, Worcester, Massachusetts 01608, Commerce Bank & Trust Company (** Lerder ™), a
Massachusetts banking corporation whose address is 386 Main Street, Worcester, Massachusetts 01608; and Massachusetts Capital Resource
Company (* Creditor "), whose address is 420 Boylsten Street, Boston, Massachusetts 02116. As of the date of this Agreement, Borrower is or
will be indebted to Creditor and Lender. Borrower and Creditor each want Lender to provide financial accommeodations to Botrower in the form
of (a) new credit or loan advances, (b) an extension of time to pay or other compromises regarding all or part of Borrower’s present indebtedness
to Lender, or (c) other benefits to Borrower. Borrower and Creditor each represent and acknowledge to Lender that Creditor will benefitas a
result of these financial accommodations from Lender to Borrower, and Creditor acknowledge receipt of valuable consideration for entering into
this Agreement. Based on the representations and acknowledgments contained in this Agreement, Creditor and Borrower agree with Lender as
follows:

1. Definitions . The following words shall have the following meanings when used in this Agreement. Terms not otherwise defined in this
Agreement shall have the meanings attributed to such terms in the Uniform Commercial Code. All references to dollar amounts shall mean
amounts in lawful money of the United States of America.

Agreement . The word * Agreement ” means this Subordination Agreement together with all exhibits and schedules attached to this
Subordination Agreement from time to time, if any, and as amended from time to time.

Borrower , The word © Borrower ” means World Energy Solutions, Inc.
Creditor . The word “ Creditor ”’ means Massachusetts Capital Resource Company.

Lender . The word “ Lender ” means Commerce Bank & Trust Company.




Security Interest . The words * Security Interest ” mean and include without limitation any type of collateral security, whether in the
form of a lien, charge, mortgage, deed of trust, assignment, pledge, chattel mortgage, chattel trust, factor’s lien, equipment trust, conditional sale,
trust receipt, lien of title retention contract, lease or consignment intended as a security device, or any other security or lien interest whatsoever,
whether created by law, contract or otherwise.

Subordinated Indehtedness . The words ** Suboerdinated Indebtedness ” mean and include without limitation all present and future
indebtedness, obligations, liabilities, claims, rights and demands of any kind which may be now or hereafter owing from Borwrower to Creditor.
The term “Subordinated Indebtedness™ is used in its broadest sense and includes without limitation all principal, all interest, all costs and
attorneys’ fees, all sums paid for the purpose of protecting the rights of a holder of security (such as a secured party paying for insurance on
collateral if the owner fails to do s0), all contingent obligations of Borrower (such as a guaranty), and alj other obligations, secured or unsecured,
of any nature whatsogver.

Superior Indebtedness . The words “ Superior Indebtedness ” mean and include without limitation all present and future indebtedness,
obligations, liabilities, claims, rights and demands of any kind which may be now or hereafter owing from Borrower to Lender, The term
“Superior Indebtedness™ is used in its broadest sense and includes without limitation all principal, all interest, all obligations under letters of
credit issued by the Lender for the benefit of the Borrower, all costs and attorneys’ fees, all sums paid for the purpose of protecting Lender’s
rights in security (such as paying for insurance on collateral if the owner fails to do so), all contingent obligations of Borrower (such as a
guaranty), all obligations arising by reason of Borrower’s accounts with Lender {such as an overdraft on a checking account), and all others
obligations of Borrower to Lender, secured or unsecured, of any nature whatsoever.

2. Subordination . All Subordinated Indebtedness of Borrower to Creditor is and shall be subordinated in all respects to all Superior
Indebtedness of Borrower to Lender as provided for in this Agreement. If the Creditor holds one or more Security Interests, whether now
existing or hereafter acquired, in any of Borrower’s real property or personal property, the Creditor also subordinates all its Security Interests to
all such Security Interests held by Lender, whether the Lender’s Security Interest or interests exist now or are acquired later.

3. Payments to Creditor . Except as provided below, Borrower will not make and Creditor will not accept, at any time while any Superior
Indebtedness is owing to Lender or Lender has a commitment with Borrower to advance any Superior Indebtedness, {a) any payment upon any
Subordinated Indebtedness, (b) any advance, transfer or assignment of assets to Creditor in any form whatsoever that would reduce at any time
ot in any way the amount of Subordinated Indebtedness, or (¢) any transfer of any assets as security for the Subordinated Indebtedness, in each
case except upon Lender’s prior written consent. Notwithstanding the foregoing, Borrower may make regularly scheduled payments of interest
and principal to Creditor as long as Borrower is niot prohibited from doing 5o pursuant to Section 1.09(b) of that certain Note Purchase
Agreement, dated as of October 3, 2012, between Borrower and Creditor.

In the event of any distribution, division or application, whether partial or complete, voluntary or involuntary, by operation of law or otherwise,
of all or any part of Borrower’s assets, or the




proceeds of Borrower's assets, in whatever form, to Creditor of Borrower or upon any indebtedness of Borrower, whether by reason of
liquidation, dissolution or other winding-up of Borrower, or by reason of any execution sale, receivership, insolvency, or bankruptcy proceeding,
assignment for the benefit of Creditor, proceedings for reorganization, or readjustment of Borrower or Borrower’s properties, then and in such
event, (a) the Superior Indebtedness shall be paid in fuli before any payment is made upon the Subordinated Indebtedness, and (b) all payments
and distributions, of any kind or character and whether in cash, property, or securities, which shall be payable or deliverable upon or in respect of
the Subordinated Indebtedness shall be paid or delivered directly to Lender for application in payment of the amounts then due on the Superior
Indebtedness until the Superior Indebtedness shal! have been paid in full. For purposes of this Agreement, “payment in full” of the Superior
Indebtedness shall mean payment in full in cash or cash equivalents.

In order that Lender may establish its right to prove claims and recover for its own account dividends based on the Subordinated Indebtedness,
the Creditor does hereby assign all its right, title and interest in such clairos to Lender, The Creditor further agrees to supply such information
and evidence, provide access to and copies of such of Creditor’s records as may pertain to the Subordinated Indebtedness, For such purposes, the
Creditor hereby irrevocably authorize Lender in its discretion to make and present for or on behalf of the Creditor such proofs of claims on
account of the Subordinated Indebtedness as Lender may deem expedient and proper and to receive and collect any and all dividends, payments
or other disbursements made thereon in whatever form the same may be paid or issued and to apply the same on account of the Superior
Indebtedness.

Should any payment, distribution, security, or proceeds thereof be received by the Creditor at any time on the Subordinated Indebtedness
contrary to the terms of this Agreement, the Creditor immediately will deliver the same to Lender in precisely the form received (except for the
endorsement or assignment of the Creditor where necessary), for application on or to secure the Superior Indebtedness, whether it is due or not
due, and until so delivered the same shall be held in trust by the Creditor as property of Lender. In the event the Creditor fails to make any such
endorsements or assignment, Lender, or any of its officers on behalf of Lender, is hereby irrevocably authorized by the Creditor to make the
same.

4, Creditor’s Notes . The Creditor agrees not to sell, assign, pledge or otherwise transfer, in whole or in part, any of its Subordinated
Notes or any other document or instrument evidencing its Subordinated Indebtedness, or any interest therein, to any other person or entity unless
such transferee expressly acknowledges to the Lender in writing the subordination provided for herein and agrees to be bound by all of the terms
hereof.

5. Creditor’s Representations and Warranties . The Creditor represents and warrants to Lender that:

{2) no representations or agreements of any kind have been made to the Creditor which would limit or qualify in any way the terms
of this Agreement;

{b) this Agreement is executed at Borrower’s request and not at the request of Lender;
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(c) Lender has made no representation to the Creditor as to the creditworthiness of Botrower; and

(d) The Creditor has established adequate means of obtaining from Borrower on a continuing basis information regarding Borrower’s
financial condition. The Creditor agrees to keep adequately informed from such means of any facts, events, or circumstances which might in any
way affect the Creditor’s risks under this Agreement and the Creditor further agrees that Lender shall have no obligation to disclose to the
Crediter information or material acquited by Lender in the course of its relationship with Borrower.

6. Creditor’s Waivers . The Creditor waives any right fo require Lender:
(a) to make, extend, renew, or modify any loan to Borrower or to grant any other financial accommodations to Borrower whatsoever;
(b) to make any preseniment, protest, demand, or notice of any kind, including notice of any nonpayment of the Superior
Indebtedness or of any nonpayment related to any Security Interests, or notice of any action or nonaction on the part of Borrower, Lender, any
surety, endorser, or other guarantor in connection with the Superior Indebtedness, or in connection with the creation of new or additional
Superior Indebtedness;

(c) to resort for payment or to proceed directly or at once against any person, including Borrower;

(d) to proceed directly against or exhaust any Security Interests held by Lender from Borrower, any other guarantor, ot any other
person;

(e) to give notice of the terms, time, and place of any public or private sale of personal property security held by Lender from
Borrower or to comply with any other applicable provisions of the Uniform Commercial Code;

(f) to pursue any other remedy within Lender’s power; or
(g) to commit any act or omission of any kind, at any time, with respect to any matter whatsoever.

7. Lender’s Rights . Lender may take or omit any and all actions with respect to the Superior Indebtedness or any Security Interests for
the Superior Indebtedness without affecting whatsoever any of Lender’s rights under this Agreement. In particular, without limitation, Lender
may, without notice of any kind to Creditor:

(a) make one or more additional secured or unsecured loans to Borrower;
(b) repeatedly alter, compromise, renew, extend, accelerate, or otherwise change the time for payment or other terms of the Superior

Indebtedness or any part thereof, including increases and decreases of the rate of interest on the Superior Indebtedness; extensions may be
repeated and may be for longer than the original loan term;




(c) take and hold Security Interests for the payment of the Superior Indebtedness, and exchange, enforce, waive, and release any such
Security Interests, with or without the substitution of new collateral;

(d) release, substitute, agree not to sue, or deal with any one or more of Borrower’s sureties, endorsers, or guarantors on any terms or
manner Lender chooses;

(e} determine how, when and what application of payments and credits shall be made on the Superior indebtedness;
(f) apply such security and direct the order or manner of sale thereof, as Lender in its discretion may determine; and
(g) assign this Agreement in whole or in part.

§. Defaunit by Borrower . If Borrower becomes insolvent or bankrupt, this Agreement shall remain in full force and effect. In the event of
a ¢corporate reorganization or corporate arrangement of Borrower under the provisions of the Bankruptcy Code, as amended, this Agreement
shall remain in full force and effect and the court having jurisdiction over the reorganization or arrangement is hereby authorized to preserve
such priority and subordination in approving any such plan of reorganization or arrangement. Any payment default under the terms of the
Subordinated Indebtedness or any other event of default which could result in an acceleration of the Subordinated Indebtedness also shall be a
default under the terms of the Superior Indebtedness to Lender,

9. Duration and Termination , This Agreement will take effect when received by Lender, without the necessity of any acceptance by
Lender, in writing or otherwise, and will remain in full force and effect until Creditor shall notify Lender in writing by facsimile transmission
(with confirmation of complete delivery), reputable overnight courier or by first-class mail, postage prepaid, at the address shown above (or such
other address as Lender shall notify Creditor of by the same method) to the contrary, which notice shall be effective upon receipt by Lender. Any
such notice shall not affect the Superior Indebiedness owed Lender by Borrower at the time of such notice, nor shall such notice affect Superior
Indebtedness thereafter granted in compliance with a commitment made by Lender to Borrower prior to receipt of such notice, nor shall such
natice affect any rencwals of or substitutions for any of the foregoing. Such notice shal! affect only indebtedness of Borrower to Lender arising
after receipt of such notice and not arising from financial assistance granted by Lender to Borrower in compliance with Lender’s obligations
under a commitment.

10. Miscellaneous Provisions . The following miscellaneous provisions are a part of this Agreement:
Np provision contained in this Agreement shall be construed:

(a) as requiring Lender to grant to Borrower or to Creditor any financial assistance or other sccommodations, or
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(b) as limiting or precluding Lender from the exercise of Lender’s own judgment and discretion about amounts and times of payment
in making loans or extending accommodations to Borrower including, without limitation, the exercise of Lender’s judgment and discretion as to
whether or not to permit Borrower to incur additional Subordinated Indebtedness.

Amendments . This Agreement constitutes the entire understanding and agreement of the parties as to the matters set forth in this
Agreement. No alteration of or amendment to this Agreement shall be effective unless made in writing and signed by Lender, Borrower, and
Creditor,

Attorneys’ Fees: Expenses . Borrower agrees to pay upon demand ail of Lender’s costs and expenses, including attorneys’ fees and legal
cxpenses, incurred in connection with enforcement of this Agreement. Lender may pay someone else to help enforce this Agreement, and
Boerrower shall pay the costs and expenses of such enforcement. Costs and expenses include Lender’s attorneys’ fees and legal expenses whether
or not there is a lawsuit, including attorneys’ fees and legal expenses for bankruptcy proceedings (and including efforts to modify or vacate any
automatic stay or injunction}), appeals, and any anticipated post-judgment collection services. Borrower also shall pay all court costs and such
additional fees as may be directed by the court.

Successors. This Agreement shall extend to and bind the respective successors and assigns of the parties to this Agreement, and the
covenants of Borrower and Creditor respecting subordination of the Subordinated Indebtedness in favor or Lender shall extend to, include, and
be enforceable by any transferce or endorsee to whom Lender may transfer any or all of the Superior Indebtedness.

Counterparts . This Agreement may be executed in any number of counterparts, all of which together shall constitute one and the same
instruments, and each of the parties hereby may execute this Agreement by signing any such counterpart.

Waiver . Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in writing and signed by
Lender. No delay or omission on the part of Lender in exercising any right shall operate as a waiver of such right or any other right. A waiver by
Lender of a provision of this Agreement shall not prejudice or constitute a waiver of Lender’s right otherwise to demand strict compliance with
that provision or any other provision of this Agreement. No prior waiver by Lender, nor any course of dealing between Lender and Creditor,
shall constitute a waiver of any of Lender’s rights or of the Creditor’ obligations as to any further transactions. Whenever the consent of Lender
is required under this Agreement, the granting of such consent by Lender in any instance shall not constitute continuing consent to subsequent
instances where such consent is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.
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BORROWER AND CREDITOR ACKNOWLEDGE HAVING READ ALL OF THE PROVISIONS OF THIS SUBORDINATION
AGREEMENT, AND BORROWER AND CREDITOR AGREE TO ITS TERMS. THIS AGREEMENT IS DATED AS OF DECEMBER 30,
2013. THIS AGREEMENT IS EXECUTED UNDER SEAL.

BORROWER: WORLD ENERGY SOLUTIONS, INC.

By: /s/ James Parslow

James Parslow, Chief Financial Officer and Treasurer
CREDITOR: MASSACHUSETTS CAPITAL RESOURCE COMPANY

By: /s/ Paul Bolger

Paul Bolger, President
LENDER: COMMERCE BANK & TRUST COMPANY

By: /s/ Thomas Moschos

Thomas Moschos, Commercial Loan Officer




Exhibit 99.1

WerldEnergy

For Immediate Release

World Energy Solutions Enters into New Strategic Banking
Relationship with Commerce Bank

Signs New Term Loan and Line-of-Credit Agreement at Favorable Terms

WORCESTER, MA — January 6, 2014 — World Energy Solutions, Inc. NASDAQ: XWES), a leading energy management services firm,
today announced it has established a new strategic banking relationship with Commerce Bank, 2 Worcester-based financial institution.

Under a new $8.5 miltion credit facility, World Energy has entered into a $6 million, 60-month term loan and $2.5 million line-of-credit
effective December 30, 2013, This facility replaces the Company’s prior $9 million facility with Silicon Valley Bank (SVB). The new term loan
bears interest at-6% {prime + 2.75%) and is.interest only for the first six months. The line-of-credit bears interest at 5% (prime + 1.75%) and is a
three-year committed facility. The rates: for both the new term loan and line-of-credit can be further reduced by up to 0.5% if certain EBITDA
perfortnance criteria are met on a six-month rolling average.

“We are pleased to be entering into a strategic banking relationship with Commerce Bank, a well-regarded local institution,” said Jim Parslow,
Chief Financial Officer. of World Energy Solutions. “Qur line-of-credit was up for renewal in early 2014, and we took the opportunity to talk
with several banks that expressed interest in our business, Commerce Bank came through with a very competitive offer, giving us substantially
better terms, expanding our financial flexibility and reducing our interest rate on the term note by 1.75%.”

Added Phil Adams, CEO: “World Energy is proud to be a Worcester company. We were founded here and have deepened our commitment to
the City and region over the last decade by reliably serving its businesses and institutions, hiring locally, dedicating our charitable efforts to area
causes, and signing a 10-year lease for our 100 Front Street headquarters. Teaming with Commerce Bank, a local institution that has been a
fixture of the Worcester landscape since 1955, is a great move for us, and we are looking forward to working with them as we continue to
execute our growth strategy.”

About Commerce Bank

Commerce Bank is a full-service, FDIC-insured, state-chartered financial institution. Founded in 1955 and headquartered in Worcester,
Massachusetts, the Bank offers a comprehensive array of innovative financial solutions including commercial and consumer loans as well as
deposit, savings and retirement accounts. These services are available through the Bank’s 16 convenient offices located throughout Central
Massachusetts and in Boston. As of December 31, 2012, Commerce Bank had $1.7 billion in assets. For more information, visit

www BankAtCommerce.com .




About World Energy Solutions, Inc.

World Energy Solutions, Inc. (NASDAQ: XWES) is an energy management services firm that brings together the passion, processes and
technologies to take the complexity out of energy management and turn it into bottom-line impact for the businesses, institutions and
governments we serve. To date, the Company has transacted more than $40 billion in energy, demand response and environmental commodities
on behalf of its customers, creating more than $2 billion in value for them. World Energy is also a leader in the global carbon market, where its
World Energy Exchange ® supports the Regional Greenhouse Gas Initiative (RGGI), the first mandatory market-based regulatory program in the
U.S. to reduce greenhouse gas emissions, For more information, please visit www.wotldenergy.com.

"o

This press release contains forward-looking statements. The words “anticipates,” “believes,” “estimates,” “expects,” “intends,” "may,”
“plans,” “projects,” “will,” “would” and similar expressions are intended to identify forward-looking statements, although not all forward-
looking statements contain these identifying words. The Company has based these forward-looking statements on its current expectations and
profections about fiture events, including without lintitation, its expectations of backlog and energy prices. Although the Company believes that
the expectations underlying any of its forward-looking statements are reasonable, these expectations may prove to be incorrect 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, Such risks and uncertainties include, but are not limited to the following: the Company's revenue
and backlog are dependent on actual future energy purchases pursuant to completed procurements; the demand for the Company’s services is
affected by changes in regulated prices or cyclicality or volatility in competitive market prices for energy; the potential impact on the
Company's historical and prospective financial results of a change in gccounting policy may negatively impact its stock price; and other factors
outside the Company’s control that affect transaction volume in the electricity market. Additional risk factors are identified in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2012 and subsequent reports filed with the Securities and Exchange Commission.
The forward-looking statements made in this press release are made as at the date hereof. The Company undertakes no obligation to update any
forward-looking statement to reflect events or circumstances after the date on which the statement is made or to reflect the occurrence of

unanticipated events, other than as required by securities laws,

For additional information, contact:

Jim Parslow Dan Mees
World Energy Solutions World Energy Solutions
508-459-8100 508-459-8156

iparslow(@worldenersy.com dmees@worldenergy.com



http://wvyw.woridenergv.com
http://iparslowfaiworldenergy.com
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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): October 3, 2012

World Energy Solutions, Inc.

(Exact name of registrant as specified in its charter)

Delaware 061-34289 §4-3474959
(State or other Jurisdiction {Commisslon (IRS Employer
of Incorporation) File Number) Identification No.)
100 Front Street
Worcester, Massachuset(s 01608
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, inciuding area code: (508) 459-8100
N/A

{Former name or former address if changed since last report.)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions:

ocoono

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
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,

On October 3, 2012, World Energy Solutions, Inc. (the “Company™) acquired substantially all of the assets and certain obligations
of Northeast Energy Partners, LLC (*NEP”) pursuant to an Asset Purchase Agreement (the “Asset Purchase Agreement”) between the
Company, NEP, and its members. NEP is a Connecticut based energy management and procurement company. The purchase price is
approximately $7.9 mitlion in cash and a $2.0 million Promissory Note with NEP (the “NEP Note™). The NEP Note bears interest at 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 1, 2014. NEP
may also earn up to an additional $3,180,000 in cash and shares, with up to $2.5 million in cash, and 153,153 in shares based on achieving

certain 12-month revemue and eamings before interest, taxes, depreciation and amortization (EBITDA) targets, as defined. The NEP Note is
unsecured and subordinated to financing with Silicon Valley Bank (“SVB"), A press release describing the acquisition is attached as

Exhibit 99.1.

On October 3, 2012, the Company, together with its wholly-owned subsidiary, World Energy Securities Corp., entered into a Fourth Loan
Modification Agreement (the “Fourth Modification Agreement”) with SVB, which modifies a Loan and Security Agreement between the
Company and SVB dated September 8, 2008. SVB has increased the Company’s borrowing capability to 39 million, tucluding a $6.5 million
term loan-(the “Term Loan”), bearing interest at prime plus 2.75% (currently 6%), that replaces the Company’s prior $2.5 million term loan,
The Term Loan is interest only for the first three months followed by 39 equal principal payments commencing on January 1, 2013. In
addition, the Company will continue to maintain a $2.5 million line of credit with SVB, which has been extended to March 14, 2014. No
borrowings have been made under the line-of-credit to date. Terms of the loan modification are substantially the same as under the previous

facility,

On October 3, 3012, the Company entered into a Note Purchase Agreement with Massachusetts Capital Resource Company (“MCRC"),
in which the Company entered into an $-year, $4 million Subordinated Note due 2020 with 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 commencing October 31, 2016. The
Company must pay a premium of 5% of the total principal outstanding if it prepays the MCRC Note before October 1, 2013, a 3% premium if
it prepays the MCRC Note before October 1, 2014, and a 1% premium if it prepays the MCRC Note before October 1, 2013,

The foregoing description of the Asset Purchase Agreement, the NEP Note, the Subordination Agreement, the Fourth Loan Modification
Agreement, the Note Purchase Agreement and the MCRC Note does not purport to be complete and is qualified in its entirety by reference to
the full text of such documents attached to this Form 8-K as Exhibits 2.1, 4.1, 10.3, 10.1, 10.2 and 4.3 respectively, and incorporated herein by

reference.




Item 2.01.  Completion of Acquisition or Disposition of Assets

The Company refers to Item 1.01 above, “Entry into a Material Definitive Agreement,” and incorporates the contents of that section
herein, as if fully set forth under this Section 2.01.

Iem 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant,
The Company’s discussion under Item 1.01 of this Current Report is hereby incorporated by this reference.

Item 3.02.  Unregistered Sales of Equity Securities

The Company refers to Item 1.01 above, “Entry into a Material Definitive Agreement,” and incorporates the contents of that section
herein, as if fully set forth under this Section 3.02. Pursuant to the Asset Purchase Agreement, NEP may be paid an eam-out which includes up
to 153,153 in shares, which, if earned in full, would equal less than 1% of the current issued and outstanding shares of common stock of the

Company.

Pursuant to the Fourth Loan Modification with SVB, the Company granted to SVB a 7-year Warrant for the purchase of 45,045 shares of
common stock of the Company, with a conversion price of $4,44 per share (the “Warrant™), which, if converted immediately would equal
approximately 1% of the current issued and outstanding shares of common stock of the Company.

The issuances of the equity securities described herein was exempt from registration pursuant to the exemption contained in Section 4(2)
of the Securities Act of 1933, as amended, and Rule 506 of Regulation D, inasmuch as it was not a public offering since no general solicitation
or advertising of any kind was used in connection with the issuances and there was only limited accredited investors.

The foregoing description of the Asset Purchase Agreement and the Warrant do not purport to be complete and is qualified in its entirety
by reference to the full text of such documents attached to this Form 8-K. as Exhibits 2.1 and 4.1 respectively, and incorporated herein by
reference.

Item 9.01.  Financial Statements and Exhibits.
{a) Financial Statements of Business Acquired.

The financial statements required to be filed by Item 9.01(a} of Form 3-K will be filed by amendment no later than 71 calendar days
after the date this Current Report on Form 8-K is required to be filed.




(b) Financial Statements of Business Acquired.

The financial statements required to be filed by Item 9.01(b) of Form 8-K will be filed by amendment no later than 71 calendar days
after the date this Current Report on Form 8-K is required to be filed.

(d) Exhibits
See Exhibit Index attached hereto.




SIGNATURE

Pursuant to the requirements of the 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: October 4, 2012 By: /s/ James Parslow

Chief Financial Officer
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2.1 Asset Purchase Agreement by and among World Energy Solutions, Inc., Northeast Energy Partners, LLC, and its Members dated
October 3, 2012
4.1 Promissory Note dated October 3, 2012 by World Energy Solutions, Inc. for the benefit of Northeast Energy Partners, LLC
42 Warrant to Purchase Stock between World Energy Solutions, Inc. and Silicon Valley Bank
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99.1 Press Release dated October 4, 2012




ASSET PURCHASE AGREEMENT
Dated October 3, 2012
by and between
World Energy Solutions, Inc.
and

Northeast Energy Partners, LLC and its Members

Exhibit 2.1



ASSET PURCHASE AGREEMENT

This Asset Purchase Agreement (“Agreement”) is entered into as of October 3, 2012 by and among World Energy Solutions, Inc., a
Delaware corporation (the *“ Buyer “}, and Northeast Energy Partners, LLC, a Connecticut limited liability company (the “ Seller ) and John
Hardy, Thomas Lockwood and Lora Monroe, being all of the members of the Seller (the “Members”), jointly and only with respect to certain

sections of this Agreement. This Agreement contemplates a transaction in which the Buyer will purchase substantially all of the assets and
assume none of the liabilities of Seller except as described in this Agreement,

Capitalized terms used in this Agreement and not otherwise defined herein shall have the meanings ascribed to them in Article VIII.

In consideration of the representations, warranties and covenants herein contained, the Parties agree as follows,

ARTICLE I
THE ASSET PURCHASE

1.1 Purchase and Sale of Assets .

(a) Upon and subject to the terms and conditions of this Agreement, the Buyer agrees to purchase from the Seiler, and the Seller

agrees to sell, transfer, convey, assign and deliver to the Buyer, for the consideration specified below in this Article I, all right, title and interest
in, fo and under the Acquired Assets.

(b) Notwithstanding the provisions of Section 1.1{a) , the Acquired Assets shall not include the Excluded Assets.
1.2 Assumption of 1 iabilities

(a) Upon and subject to the terms and conditions of this Agreement, the Buyer shall assume and become responsible for, from and
after the date hereof, only the Assumed Liabilities.

{b) Notwithstanding the terms of Section 1.2(a) or any other provision of this Agreement to the contrary, the Buyer shall not assume
or become responsible for, and the Seller shall remain lable for, the Retained Liabilities,

1.3 Purchase Price . The Purchase Price to be paid by the Buyer in accordance with Section [ .4 for the Acquired Assets shall be up to
$13,090,959 and shall consist of:

(a) $7,910,959 in cash (the “Cash Portion™} in accordance with Section 1.5(b} below;
(b) $2,000,000 shall be paid by a promissory note of the Buyer in the form attached here to as Exhibit A (“Seller Note™); and




(c) up to an additional $3,180,000 in cash and Shares (the *Earnout”) will be paid to Seller in accordance with the terms of
Section 1.7 below.

1.4 Left Intentionally Blank,
1.5 The Closing .

{(a) The Closing shall take place remotely upon the execution and delivery of this Agreement by all of the parties hereto. All
transactions at the Closing shall be deemed to take place simultaneously, and no transaction shall be deemed to have been completed and no
documents or certificates shall be deemed to have been delivered until all other transactions are completed and all other documents and
certificates are delivered.

(b) At the Closing:

(i) the Seller shall execute and deliver to the Buyer a bill of sale in substantiaily the form attached hereto as Exhibit B (the *
Bill of Sale ™) in order to effect the sale, transfer, conveyance and assignment to the Buyer of valid ownership of the Acquired Assets;

(ii) each of Buyer and Seller shall execute and deliver to the other Party an instrument of assignment and assumption
agreement in substantially the form attached hereto as Exhibit C with respect to all Assigned Contracts in order to effect the assumption by the
Buyer of the Assumed Liabilities arising out of any Assigned Contracts (the ** Assignment and Assumption Agreement ”);

{iii) the Buyer shall pay 1o the Seller, payable by wire transfer or other delivery of immediately available funds to an account
desigpated by the Seller the Cash Portion;

(iv) the Seller shall detiver to the Buyer the §2,000,000 Seller Note.

(vi) the Seller shall deliver to the Buyer the various certificates, instruments and documents referred to in Section 4.1 and/or
as otherwise provided for in this Agreement;

(vii) the Buyer shall deliver to the Seller the various certificates, instruments and documents referred to in Section 4.2 and/or
as otherwise provided for in this Agreement;

(viii) the Buyer and the Seller shall execute and deliver to each other a cross-receipt evidencing the transactions referred to
above and each shall execute such other documents required by this Agreement including, without limitation, such instruments required to
assign Seller’s interest in the Acquired Assets to Buyer.

1.6 Allocation . The Buyer and the Seller agree to allocate the Purchase Price (and all other capitalizable costs) among the Acquired
Assets and the non-selicitation and non-competition covenants set forth in Sections 5.2 and 5.3 for all purposes (including financial accounting
and tax purposes) in accordance with the allocation schedule attached hereto as




Schedule 1.6 . Buyer and Seller agree to use the allocations determined pursuant to this Section 1.6 for all tax purposes, including without
limitation, those matters subject to Section 1060 of the Code, and the Treasury regulations promulgated thereunder. Buyer and Seller shall
prepare and submit to the other for review their IRS Forms 8594 within ninety (90) days after the Closing. Each party shall-have thirty
(30) days to complete its Teview,

1.7 Earnout , The Eamout will be paid to Seller by Buyer based on the following:

Achievemnent of EBITDA Target Eamout Paid in Cash Earnout Paid in Shares

$010/$1:999:9904. R L

$2 000,000 to $2 149 999
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Each tier of the Earnout is cumulative. By way of example, if Seller achieves an EBITDA Target of $2,301,000, the Earnout payment
shall be $1,875,000 in cash and $510,000 in Shares.

The measurement period for the determination of achievement of the EBITDA Target and for the Revenue Target in the last tier above
for the purpose of determining any Barnout payment shall be from October 1, 2012 through and including September 30, 2013 (the “Earnout
Period”), and the Eamnout payment shall be made on or before December 31, 2013.

The number of Shares shall be determined by the dollar amount of the Earnout payable in Shares divided by the Conversion Price. The
Conversion Price shall be the greater of (1) the NASDAQ Price; or (2) the volume weighted average price of XWES common stock on the
NASDAQ Capital Market for the ten (10) consecutive trading days immediately preceding the Closing Date; provided that in no event shall the
Conversion Price be less than $1.00.

Payment of the Earnout shall be subject to the Buyer’s setoff rights under Section 6.5(b} of this Agreement.
For purposes of this Section 1.7 :

{a) Russ Monroe (“Monroe™), as the former president of the Seller and in his capacity as an employee of the Buyer, will continue to maintain
books and records to measure EBITDA of the Seller’s ongoing business during the Earnout Period and will provide Buyer with an EBITDA
calculation within thirty (30) days of each quarter end.

Ti is the intention of the Parties that EBITDA will be calculated consistent with the historical financial results of the Seller and will
include all normal and customary charges




associated with running the business. The Parties agree that revenue will be measured on a cash receipt basis from October I, 2012 through
September 30, 2013 consistent with how the Seller has historically accounted for revenue. Expenses will be recorded on a cash basis consistent
with how the Seller has historically recorded such expenses. However, the Parties agree that certain items that are costs during the Earnout
Period but not paid until after the Earnout Period will be reflected as part of the Earnout calculation. Monroe will not exclude certain incurred
expenses by holding off payment to the respective vendor and/or employee. For example, Buyer intends to continue the Seller’s commission
plan through December 31, 2013. Bonuses may not be paid until December 31, 2013, As a result, Monroe’s calculation of expenses will
include an accrual of the respective bonus arnount atiributable for the Earnout Period. It is the intention of the Parties that EBITDA will reflect
twelve {12) months of revenue and twelve (12) months of expenses attributable to the Seller’s ongoing business. To the extent certain costs
change (e.g. compensation, commission, bonus, benefits) as result of Buyer's acquisition of Seller’s assets, such costs shall be properly
reflected in the calculation of EBITDA.

It is understood that Buyer will account for Seller’s operating results on a GAAP basis which will vary from Monroe's calculation of EBITDA.
In no event shall Buyer’s accounting affect Monroe’s calculation of EBITDA. In addition, any revenues derived from Curb Energy, LLC or
Rate Droppers, LLC or any efficiency projects conducted by Buyer post-acquisition will not be included in the EBITDA calculation. Similarly,
no expenses attributable to Curb Energy, LLC or Rate Droppers, LLC will be reflected as part of the Eamout calculation. The parties agree that
expenses related to the Seller’s ongoing business will not be arbitrarily allocated to Curb Energy, LLC or Rate Droppers, LLC.

It is understood that the Buyer is purchasing the business for the long-term growth and profit prospects of the Seller. To that end, Monroe will
continue to operate the business consistent with historical practices and as a going concern focused on the long-term growth and profitability of
the business. At all times prior to the expiration of the applicable EBITDA measurement period for the Earnout, Buyer shall: (i) maintain the
staffing levels, marketing, billing, invoicing, collection, incurring of expenses and employ methods of generating revenue and making
expenditures and maintaining relationship management procedures and otherwise conduct Buyer’s operation from the Leased Premises as were
conducted by Selier in the Ordinary Course of Business immediately prior to the Closing Date, (ii) not unreasonably delay any marketing
initiatives, execution of new Supplier Agreemenis and/or Assigned Contracts, and/or otherwise take any action which has the result of reducing
revenue and/or increasing expenses with respect to Buyer’s operation of the Division, as hereinafter defined, from the Leased Premises; (iii) not
divert any new or current customers or suppliers to any Subsidiary and/or Affiliate of Buyer or any third party to provide the services currently
provided by Seiler, (iv) at a minimum, maintain and operate the business operations of Buyer to be conducted from the Leased Premises
generated in part from the Acquired Assets so purchased by Buyer (the “Division”) from the Leased Premises from the Closing Date through
and including the Earnout measurement period; and {v) not take any other act for the purposes, directly or indirectly, of precluding Seller from
receiving the fill bepefit of the Earmout. The Buyer will not make operating decisions for the sole purpose of attaining the Earnout criteria to
the detriment of the long-term health of the Buyer. It is also understood that Buyer will integrate Seller into its retail group as part of its mid-
market offering. For example, Monroe shall not terminate any employee other than for




performance simply to benefit from short-term cost savings. In addition, Montoe shall not postpone hiring decisions or any other programs that
have historically been in place or were planned during the Earnout Period prior to the acquisition. It is also understood that the Seller witl
benefit from cost synergies as a result of the acquisition. For example, Monroe will no longer have to keep separate business insurance, incur
professional fees for audit and tax reasons, and pay business taxes. In addition, Monroe will realize cost reductions for several operational
expenses within human resources, accounting, information technology and marketing functions that will be handled by the Buyer post-
acquisition. These are synergies attributable to the Buyer resulting from the acquisition. Seller agrees that Buyer will request Monroe to
perform certain duties and incur certain costs as a component of the Buyer’s operation. For example, Buyer may appoint Monroe to handle all
administrative duties related to its mid-market group. This may require hiring additional personnel, incurring additional travel costs and other
costs. Monroe may not unreasonably deny to perform any of these duties that are deemed to benefit the Buyer for the long-term. It is not the
intention of the Buyer to burden Monroe with costs incremental to what it has historically incurred. However, the Buyer anticipates utilizing
the cost synergies attributable to the acquisition to invest in the future growth of the Seller for the Buyer's ongoing business. These cost
synergies are not to the benefit of Monroe alone for the purpose of achieving its Earnout targets.

(b) For purposes of caleulating the Earnout, in the event of a breach by Buyer of its obligations under subparagraph (a) of this Section 1.7
which precludes Seller from receiving the full benefit of the Eamout, Seller shall be deemed to have achieved the Earnout as set forth in this
Section 1.7 . Additionally, upon a Change of Control Transaction, which resulis in a breach of Buyer’s obligations under this Section 1.7 and
precludes Seller from receiving the full benefit of the Earnout, Seller shall be deemed to have achieved the Earnout; and

(c) As promptly as possible, but in no event later than November 30, 2013, the Buyer shall deliver to Seller a written statement setting
forth Buyer’s caleulation of the Earnout, together with reasonable documentation supporting the calculation thereof (the * Earnout Statement
™). Within thirty (30) days after receipt of such Earnout Statement (the “ Earnout Qbjection Period "), Seller must notify Buyer of any
objections to Buyer’s determinations of the applicable Earnout payment, providing in reasonable detail the basis for such objections. In the
event that Seller does not timely or properly notify Buyer within the Earnout Objection Period that Seller has any objections 1o such statements
or Buyer’s calculation of the applicable Earnout payment shall be final and binding hereunder. In the event that Seller does notify Buyer, within
the Earnout Objection Period, that Seller has any such objection, then Buyer and Seller shall attempt to resolve such disputed items. In the
event Seller and Buyer are unable to resolve the disputed items within thirty {30) days after receipt by Buyer of Seller’s notice of dispute, the
Parties’ respectively engaged independent certified public accountants shall atternpt to resolve the disputed items. In the event that such
accounting firms are unable to resolve such disputed items within sixty (60) days of Seller’s notice of dispute, such disputed items shall be
referred to such independent accounting firm as mutually agreed upon by Buyer and Seller or, in the absence of such agreement such
independent accounting firm as Seiler and Buyer’s respective accounting firms jointly appoint to finally resolve such disputed items (provided
that such firm has not within the preceding thirty-six (36) months had &, and does not have a current or prospective, business relationship with
Buyer or Seller, or any of their respective Subsidiary




and/or Affiliates). The determination of such accounting firm shall be made as promiptly as possible and shall be final and binding upon the
parties absent demonstrable error. Seller and Buyer each shall be permiited to submit such data and information to such accounting firm as such
party deems appropriate. The parties shall share responsibility for the out-of-pocket expenses and fees incurred in connection with resolving
such disputed items as follows: {A) if the accounting firm’s determination results in additional amounts payable to Seller as Earnout, Buyer will
be responsible for all of the fees and expenses of the accounting firm so chosen by Seller’s and Buyer’s accounting firms; and (B) if the
accounting firm’s determination does not result in additional amounts payable to Seller as Earnout payment, Seller will be responsible for all of
the fees and expenses of the accounting firm so chosen by Seller’s and Buyer’s respective accounting firms,

Any additional amounts payable to Seller as an Earnout payment determined by this Section 1.7 shali be made within three {3) business
days after the applicable Earmnout Payment has been finally determined in accordance with this Section 1.7 by wire transfer or other delivery of
immediately available funds to an account designated by the Seller,

1.8 Further Assurances . At any time and from time to time after the Closing, at the reasonable request of a Party and without further
gonsideration, the other Party shall execute and deliver such other instruments of sale, transfer, conveyance and assignment and take such
actions as the other Party may reasonably request to more effectively effectuate the intent of this Agreement,

ARTICLE 1
REPRESENTATIONS AND WARRANTIES OF THE SELLER

The Seller represents and warrants to the Buyer that, except as set forth in the Disclosure Schedule, the statements contained in this
Article IT are true and correct as of the date of this Agreement, except to the extent such representations and warranties are specifically made as
of a particular date {in which case such representations and warranties will be true and correct as of such date). The Disclosure Schedule shall
he arranged in sections and subsections corresponding to the numbered and lettered sections and subsections contained in this Article II. With
réspect to each such disclosure of the Disclosure Schedule, notwithstanding any reference to a specific section, all such information shall be
deemed to qualify all other sections, where applicable, and not just such section.

2.1 Organization, Qualification and Corporate Power . The Seller is a limited liability company duly organized, validly existing and in
good standing under the laws of the State of Connecticut. The Seller is duly qualified to conduct business and is in good standing under the
laws of each jurisdiction listed in Section 2.1 of the Disclosure Schedule, which jurisdictions constitute the only jurisdictions in which the
nature of the Seiler's businesses as is presently conducted or the ownership or leasing of its properties as presently owned or leased requires
such qualification. The Seller has all requisite power and authority to carry on the businesses in which it is engaged and to own and use the
properties owned and used by it. The Seller has furnished to the Buyer complete and accurate copies of its Articles of Organization and its
current Operating Agreement and Seller is not in default under or in violation of any provision of such documents and agreements. The
Operating Agreement provided to the Buyer is the only




instrument setting forth (i) the rights, preferences and privileges of the Members (including all holders of equity or profits interests) of the
Seller with respect to the Seller and/or among such Members, and (ii) matters relating to the operation and governance of the Seller.

2.2 Members and Membership Interests . The Members constitute all of the members of the Seller and Section 2.2 of the Disclosure
Schedule sets forth their respective membership interests in the Seller. There are no options, warrants or other instruments giving any party the
right {0 acquire any interest in the Seller. There are no outstanding agreements or commitments to which the Seller is a party or which are
binding upon the Seller providing for the redemption of any of its membership interests.

2.3 Authorization of Transagfion .

(2) The Selier has all requisite power and authority to execute and deliver this Agreement and the Ancillary Agreements and to
perform its obligations hereunder and thereunder. The execution and delivery by the Seller of this Agreement and the Ancillary Agreements,
the performance by the Selier of this Agreement and the Ancillary Agreements and the consummation by the Seller of the transactions
contemplated hereby and thereby have been duly and validly authorized by all necessary action on the part of the Setler and its Members.

(b} Except as set forth in Schedule 2.3 of the Disclosure Schedule, this Agreement has been duly and validly executed and delivered
by the Seller and constitutes, and each of the Ancillary Agreements, upon its execution and delivery by the Seiler will constitute, a valid and
binding obligation of the Seller, enforceable against the Seller in accordance with its terms subject to applicable bankruptcy, insolvency,
reorganization, moratorium and similar laws affecting creditors’ rights and remedies generally, and subject, as to enforceability, to general
principles of equity, including principles of commercial reasonableness, good faith and fair dealing (regardless of whether enforcement is
sought in a proceeding at law or in equity).

2.4 Noncontravention . Except as set forth in Section 2. 4 of the Disclosure Schedule, neither the execution and delivery by the Seller of
this Agreement or the Ancillary Agreements to which they are party, nor the consummation by the Seller of the transactions contemplated
hereby or thereby, will (a) conflict with or violate any provision of the organizational and operational documents and agreement of the Seller
(including without limitation its Operating Agreement, (b) require on the part of the Seller any notice to or filing with, or any permit,
authorization, consent or approval of, any Governmental Entity, {c} to the Knowledge of Seller, conflict with, result in a breach of, constitute
{(with or without due notice or lapse of time or both} a default under, result in the acceleration of obligations under, create in any party the right
to terminate, modify or cancel, or require any notice, consent or waiver under, any contract or instrument to which the Seller is a party or by
which the Seller is bound or to which any of its assets is subject, (d) result in the imposition of any Security Interest upon any assets of the
Seller or (¢) to the Knowledge of Seller, violate any order, writ, injunction, decree, statute, rule or regulation applicable to the Seller or any of
its properties or assets.




2.5 Subsidiaries . Seller has no Subsidiaries. The Seller does not control directly or indirectly or have any direct or indirect equity
participation or similar interest in any corporation, partnership, limited liability company, joint venture, trust or other business association or
entity.

2.6 Financial Statements .

(a) The Seller has provided to the Buyer the Financial Statements set forth in Section 2.6 to the Disclosure Schedule and to the
Knowledge of Seller, the Financial Statements (i) comply as to form in all respects with applicable accounting requirements, (ii) to the
Knowledge of Seller, were prepared in accordance with the income tax basis of accounting applied on a consistent basis throughout the periods
covered thereby (except as may be indicated in the notes to such financial statements} and to the Knowledge of Seller, fairly present the
financial position of the Sefler as of the dates thereof and the results of its operations and cash flows for the periods indicated, consistent with
the books and records of the Seller, except that the unaudited interim financial statements, if any, are subject to normal and recurring year-end
adjustments which will not be material in amount or effect and do not include footnotes. Except as set forth in the Financial Statements, the
Seller has no liabilities or obligations, contingent or otherwise, other than (i) liabilities incurred in the ordinary course of business subsequent to
July 31, 2012, (ii) obligations under contracts and commitments incurred in the Ordinary Course of Business; and (iii) any other liabilities and
obligations of a type or nature, which, in all such cases, individually and in the aggregate would not have a Seller Material Adverse Effect.

2.7 Absence of Certain Changes . Except as set forth in Section 2.7 to the Disclosure Schedule, since July 31, 2012, there has occurred no
event or development which, individually or in the aggregate, has had, or could reasonably be expected to have in the future, a Seller Material
Adverse Effect.

2.8 Left Intentionally Blank.
2.9 Tax Matters .

(a) Seller has properly filed on a timely basis all material Tax Returns that it is and was required to file, and alt such Tax Retorns
were true, correct and complete in all material respects, The Seller has properly paid on a timely basis all material Taxes, required by law to
pay that were due and payable. All material Taxes that the Seller is or was required by law to withhold or collect have been withheld or
collected and, to the extent required, have been properly paid on a timely basis to the appropriate Governmental Entity. The Seiler has
complied with all information reporting and back-up withhelding requirements in all material respects, including maintenance of the required
records with respect thereto, in connection with amounts paid to any employee, independent contractor, creditor or other third party.

(b) The unpaid Taxes of the Seller for periods through the date of the Most Recent Balance Sheet Date do not materially exceed the
accruals and reserves for Taxes (excluding accruals and reserves for deferred Taxes established to reflect timing differences between book and
Tax income) set forth on the Most Recent Balance Sheet. All Taxes attributable to the period from and after the Most Recent Balance Sheet
Date and continuing through the Closing Date are, or will be, attributable to the conduct by the Seller of its operations in the Ordinary Course
of Business.




(¢) No examination or audit of any Tax Return of the Seller by any Governmental Entity is currently in progress or, to the
Knowledge of the Seller, threatened or contemplated. Section 2.9{(c} of the Disclosure Schedule sets forth each jurisdiction (other than United
States federal) in which the Seller files, or is required to file or has been required to file a material Tax Return or is or has been liable for
material Taxes on a “nexus” basis. The Seller has not been informed by any jurisdiction that the jurisdiction believes that the Seller was
required to file any Tax Return that was not filed.

{d) The Seller is, and has been since iis inception, a limited liability company validly classified and treated as a partnership for
federal income tax purposes and has been validly treated in a similar manner for purposes of the income Tax laws of all states in which it has

been subject to taxation.

(¢) Except as set forth in Section 2.9(e) of the Disclosure Schedules, the Selier has delivered or made available to the Buyer
(i) complete and correct copies of all Tax Returns of the Seller relating to Taxes for all Taxable periods for which the applicable statute of
limitations has not yet expired and (ii) complete and correct copies of all private letter rulings, revenue agent reports, information document
requests, notices of assessment, notices of proposed deficiencies, deficiency notices, protests, petitions, closing agreements, settlement
agreements, pending ruling requests and any similar documents submitted by, received by or agreed to by or on behalf of the Seller relating to
Taxes for all taxable periods for which the applicable statute of limitations has not yet expired.

(f) The Seller has not (i) waived any statute of limitations with respect to Taxes or agreed to extend the period for assessment or
collection of any Taxes, (ii) requested any extension of time within which to file any Tax Retum, which Tax Return has not yet been filed, or
(iii} executed or filed any power of attorney relating to Taxes with any Governmental Entity.

{g) The Seiler is not a party to any litigation regarding Taxes.

(h) There are ne Security Interests with respect to Taxes upon any of the Acquired Assets, other than with respect to Taxes not yet
due and payable, To the Knowledge of Seller, there is no basis for the assertion of any claim relating or attributable to Taxes.

(i) The Seller is not bound by any tax indemnity, tax sharing or tax allocation agreement.

(j) The Seller is not a “foreign person” within the meaning of Section 1445 of the Code.

2.10 Ownership and Condition of Assets .

(a) The Seller is the true and lawful owner, and has good title to, all of the Acquired Assets, free and clear of all Security Interests,
except as set forth in Section 2.10(a) of the Disclosure Schedule. Upon the Closing, the Buyer will become the true and lawful owner of, and
will receive good title to, the Acquired Assets, free and clear of all Security Interests.




(b) Except as set forth in Section 2.10(b) of the Disclosure Schedule, each tangible Acquired Asset is free from material defects, has
been maintained in accordance with normal industry practice and to the Knowledge of Seller, is in good operating condition and repair (subject
to normal wear and tear} and is suitable for the purposes for which it presently is used.

{c) Section 2.10(c) of the Disclosure Schedule lists individually (i) all Acquired Assets which are fixed assets (within the meaning
of GAAP), indicating the cost, accumulated book depreciation (if any) and the net book value of gach such fixed asset as of the Most Recent
Balance Sheet Date, and (ii} all other Acquired Assets of a tangible nature {other than inventories) whose book value exceeds $10,000.00.

-

(d) Each Acquired Asset constituting an item of equipment or other asset that the Seller has possession of pursuant to a lease
agreement or other contractual arrangement is in such condition that, upon its return to its lessor or owner under the applicable iease or
contract, the obligations of the Seller to such lessor or owner will have been discharged in full.

2.11 Qwned Real Property . The Seller does not own and has never owned any real property.

2.12 Real Propertv Leases . Except as set forth in Sectjon 2. 12 of the Disclosure Schedule, Seller is not a party to any real property Lease
as of the Closing Date,

2.13 Intellectual Property ,

{(a) There are no Seller Registrations.
{b) Seller has no Patent Rights,

{c) Protection Measures . The Seller has taken reasonable measures to protect the proprietary nature of each item of Sefler Owned
intellectual Property, if any, and to maintain in confidence all trade secrets and confidential information comprising a part thereof, To the
Knowledge of Seller, Seller has complied with all applicable contractual and legal requirements pertaining to information privacy and security.
Neo complaint relating to an improper use or disclosure of, or a breach in the security of, any such information has been made or, to the
Knowledge of the Seller, is threatened against the Seller, To the Knowledge of the Seller, there has been no: (i) unanthorized disclosure of any
third party proprietary or confidential information in the possession, custody or control of the Seller or (ii) breach of the Seller’s security
procedures wherein confidential information has been disclosed to a third person.

(d) Inbound IP Agreements . Section 2.13(d) of the Disclosure Schedule identifies (i) each item of Seller Licensed Inteflecinal
Property and the license or agreement pursuant to which the Seller Exploits it (excluding currently-available, off the shelf software programs
that are part of the Internat Systems and are licensed by the Selter pursuant to “shrink wrap™ licenses, the total fees associated with which are
less than $2,500) and (ii} cach agreement,




contract, assignment or other instrument pursuant to which the Seller has obtained any joint or sole ownership interest in or to each item of
Seller Owned Inteilectual Property. To the Knowledge of Seiler, no third party inventions, methods, services, materials, processes or Software
are included in or required to Exploit the Customer Offerings or Internal Systems. None of the Customer Offerings or Internal Systems includes
“shareware,” “freeware” or other Software or other material that was obtained by the Seller from third parties other than pursuant to the license
agreements listed in Section 2.13(d) of the Disclosure Schedule.

(c) Employee and Contractor Assignments . Each employee and each independent contractor of the Selier has executed a valid and
binding written agreement expressly assigning to the Seller all right, title and interest in any inventions and works of authorship, whether or not
patentable, invented, created, developed, conceived and/or reduced to practice during the term of such employee's employment or such
independent contractor’s work for the Seller, and all Intellectual Property rights therein, and has waived all moral rights therein to the extent
legally permissible.

(f) Infiingement by Seller . To the Knowledge of Seller, none of the Customer Offerings, or the Exploitation thereof by the Seller ar
by any reseller, distributor, customer or user thereof, or any other activity of the Seller, infringes or violates, or constitutes a misappropriation
of, any Intellectual Property rights of any third party, To the Knowledge of Seller, none of the Internal Systems, or the Seller’s past, current or
currently contemplated Exploitation thercof, or any other activity undertaken by them in connection with the Business, infringes or violates, or
constitutes a misappropriation of, any Intellectual Property rights of any third party. Section 2.13(f} of the Disclosure Schedule lists any
complaint, claim or. notice, or threat of any of the foregoing (including any notification that a license under any patent is or may be required),
received by the Selier alleging any such infringement, violation or misappropriation and any request or demand for indemnification or defense
received by the Seller from any reseller, distributor, customer, user or any other third party; and the Seller has provided to the Buyer copies of
all such complaints, claims, notices, requests, demands or threats, as well ag any legal opinions, studies, market surveys and analyses relating to
any alleged or potential infringement, violation or misappropriation.

2.14 Contracls .

(a) Section 2,14 of the Disclosure Schedule lists the following agreements (written or oral) to which the Seller is a party as of the
date of this Agreement:

(i) any agreement (or group of related agreements) for the lease of personal property from or to third parties providing for
lease payments in excess of $10,000.00 per annum or having a remaining term longer than three months;

(if) any agreement (or group of related agreements) for the purchase or sale of products or for the furnishing or receipt of
services (A) which calls for performance over a period of more than one year, (B) which involves more than the sum of $10,000.00, or (C) in
which the Seller has granted manufacturing rights, “most favored nation” pricing provisions or marketing or distribution rights refating to any
products or territory or has agreed to purchase a minimum quantity of goods or services or has agreed to purchase goods or services exclusively
from a certain party;




(iii) any agreement concerning the establishment or operation of a partnership, joint venture or limited liability company;

(iv) any agreement {or group of related agreements) under which it has created, incurred, assumed or guaranteed (or may
create, incur, assume or guarantee) indebtedness (including capitalized lease obligations) involving more than $10,000 or under which it has
imposed (or may impose) a Security Interest-on any of its assets, tangible or intangible;

{v) any agreement for the disposition of any significant portion of the assets or business of the Seller (other than sales of
products in the Ordinary Course of Business) or any agreement for the acquisition of the assets or business of any other entity (other than
purchases of inventory or components in the Ordinary Course of Business);

(vi) any agreement concerning exclusivity or confidentiality;
(vii) any employment or consulting agreement;
(viii) any agreement involving any current or former officer, manager or member of the Seller;

(ix) any agreement which contains any provisions requiring the Seller to indemnify any other party {excluding indemnities
contained in agreements for the purchase, sale or license of products entered into in the Ordinary Course of Business);

(x) any agreement under which the Seller is resfricted from selling, licensing or atherwise distributing any of its technology
or products, or providing services to, customers or potential customers or any class of customers, in any geographic area, during any period of
time or any segment of the market or line of business;

{xi) any agreement which would entitle any third party to receive a license or any other right to intellectual property of the
Buyer or any of the Buyer’s Affiliates following the Closing; and

(xii) any other agreement (or group of related agreements) either involving more than $10,000.00 or not entered into in the
Ordinary Course of Business.

(b) The Selier has delivered to the Buyer a complete and accurate copy of each agreement listed in Section 2.13 or Section 2.14 of
the Disclosure Schedule. Except as otherwise provided in this Agreement, with respect to each agreement so listed: (i) the agreement is legal,
valid, binding and enforceable and in full force and effect subject to applicable bankruptey, insolvency, reorganization, moratorium and similar
laws affecting creditors’ rights and remedies generally, and subject, as to enforceability, to general principles of equity, including principles of
commercial reasonableness, good faith and fair dealing (regardless of whether enforcement is sought in a proceeding at law or in equity); and
(ii) neither the Seller nor, to the




Knowledge of the Seiler, any other party, is in breach or violation of, or default under, any such agreement, and no event has occurred, is
pending or, to the Knowledge of the Seller, is threatened, which, after the giving of notice, with lapse of time, or otherwise, would constitute a
breach or default by the Seller or, to the Knowledge of the Seller, any other party under such agreement.

2.15 Backlog . To the Knowledge of Seller, all Backlog of the Seller are valid receivables and the Seller is not aware of any setoffs or
counterclaims. A complete and accurate Hist of the Backlog was provided to Buyer by Russ Moenroe on September 6, 2012 and a summary by
supplier of the Backlog is included in Schedule 2.15 of the Disclosure Schedule, The Seller has not received any written notice from an account
debtor stating that any Backlog is subject to any contest, claim or setoff by such account debtor.

2.16 Insurance , Section 2.16 of the Disclosure Schedule lists each insurance policy (including fire, theft, casualty, coinprehensive general
liability, workers compensation, business interruption, environmental, product liability, errors and omissions, professional liability and
automobile insurance policies and bond and surety arrangements) to which the Seller is a party, all of which are in full force and effect. There
is no material claim pending under any such policy as to which coverage has been guestioned, denied or disputed by the underwriter of such
policy. All premiums due and payable under all such policies have been paid, neither the Seller nor the Buyer will be liable for retroactive
premiums or similar payments, and the Seller is otherwise in compliance in all material respects with the terms of such policies. To the
Knowledge of the Selier there is no threatened termination of, or premium increase with respect to, any such policy. To the Knowledge of
Seller, Selier’s insurance is adequate in terms of scope and coverage 10 pay all claims arising or made prior to the Closing.

2.17 Litigation . Except as set forth in Section 2.17 of the Disclosure Schedule , there is no Legal Proceeding which is pending or has
been threatened in writing against the Seller which (a) seeks either damages or equitable relief in any way relating to the Seller or its business
or (b) in any manner challenges or seeks to prevent, enjoin, alter or delay the transactions contemplated by this Agreement, There are no
judgments, orders or decrees outstanding against the Seller.

2.18 Warranties . No product or service manufactured, sold, leased, licensed or delivered by the Seiler is subject to any guaranty,
warranty, right of return, right of credit or other indemnity other than third-party manufacturers’ warranties for which the Seller has no liability.

2.19 Employees .

(a) Section 2,19 of the Disclosure Schedule contains a list of all employees of the Seller, zlong with the position and the annual rate
of compensatien of each such person. Each current or past employee of the Seller has entered into a confidentiality and assignment of
inventions agreement with the Seller, a copy ot form of which has previously been delivered to the Buyer. Section 2.19 of the Disclosure
Schedule contains a list of all employees of the Seller who are a party to a non-competition agreement with the Seller; copies of such
agreements have previously been delivered to the Buyer. Section 2.19 of the Disclosure Schedule contains a list of all employees of the Seller
who are not citizens of the United States. To the Knowledge of Seller,




no key employee or group of employees has any plans to terminate employment with the Seller (other than for the purpose of accepting
employment with the Buyer following the Closing) or not to accept employment with the Buyer, Seller is in compliance with all applicable
laws relating to the hiring and employment of employees.

{b) The Seller is not a party to or bound by any collective bargaining agreement, nor has it experienced any strikes, grievances,
claims of unfair labor practices or other collective bargaining disputes. To the Knowledge of Seller, there is no organizational effort made or
threatened, either currently or within the past two years, by or on behalf of any labor union with respect to employees of the Seller.

2.20 Employee Benefits .

(a) Section 2.20(a)} of the Disclosure Schedule contains 2 complete and accurate list of alt Sefler Plans. Complete and accurate
copies of (i) all Seller Plans which have been reduced to writing, (ii) written swmmaries of all unwritten Seller Plans, (iif) all related trust
agreements, insurance contracts and summary plan descriptions, and (iv) all annual reports filed on IRS Form 5500, 5500C or 5500R and (for
all funded plans) all plan financial statements for the last five plan years for Seller Plan, have been delivered to the Buyer.

(b) Each Seller Plan has been administered in all material respects in accordance with its terms and Seller and the ERISA Affiliates
has in all material respects met its obligations with respect to each Seller Pian and has made all required contributions thereto. The Seller, each
ERISA Affiliate and each Seller Plan are in compliance in all materiai respects with the currently applicable provisions of ERISA and the Code
and the regulations thereunder {including Section 4980 B of the Code, Subtitle K, Chapter 100 of the Code and Sections 601 through 608§ and
Section 701 et seq. of ERISA}. All filings and reports as to each Selier Plan required to have been submitted to the Internal Revenue Service or
to the United States Department of Labor have been duly submitted. No Seller Plan has assets that include securities issued by the Seller or any
ERISA Affiliate.

(¢) There are no Legal Proceedings {except claims for benefits payable in the normal operation of the Seller Plans and proceedings
with respect to qualified domestic relations orders) against or involving any Seller Plan or asserting any rights or claims to benefits under any
Seller Plan that could give rise to any material liability.

(d) All the Seller Plans that are intended to be qualified under Section 401(a} of the Code have received determination letters from
the Internal Revenue Service to the effect that such Seller Plans are qualified and the plans and the trusts related thereto are exempt from
federal income taxes under Sections 401¢a) and 501(a), respectively, of the Code, no such determination letter has been revoked and revocation
has not been threatened, and nio such Seller Plan has been amended since the date of its most recent determination letter or application therefor
in any respect, and no act or omission has occurred, that would adversely affect its qualification or materially increase its cost. Each Seller Plan
which is required to satisfy Section 401(k}(3) or Section 401{m){2} of the Code has been tested for compliance with, and satisfies the
requirements of Section 401(k)(3) and Section 401(m)(2) of the Code for each plan year ending prior to the Closing Date.




() Neither the Seller nor any ERISA Affiliate has ever maintained an Employee Benefit Plan subject to Section 412 of the Code or
Title IV of ERISA,

(f) At no time has the Seller or any ERISA Affiliate been obligated to contribute to any “multiemployer plan® (as defined in
Section 4001(2)(3) of ERISA).

{g} There are no unfunded obligations under any Seller Plan providing benefits afier termination of employment to any employee of
the Seller (or to any beneficiary of any such employee), including but not limited to tetiree health coverage and deferred compensation, but
excluding continuation of health coverage required to be continued under Section 4980B of the Code or other applicable law and insurance

conversion privileges under state law. The assets of each Seller Plan which is funded are reported at their fair market value on the beoks and
records of such Setler Plan.

(h) No act or omission has occutred and no condition exists with respect to any Seller Plan that would subject the Seller ar any
ERISA Affiliate to (i) any material fine, penalty, tax or liability of any kind imposed under ERISA or the Code or (ii) any contractual
indemnification or contribution obligation protecting any fiduciary, insurer or service provider with respect to any Seller Plan.

(i) Each Seller Plan is funded by, associated with or related to a “voluntary employee’s beneficiary association” within the meaning
of Section 501(c)9) of the Code.

(i} No Seller Plan is amendable and terminable unilaterally by the Seller at any time without liability or expense to the Seller or
such Seller Plan as a resuit thereof (other than for benefits accrued through the date of termination or amendment and reasenable administrative
expenses velated thereto) and, no Seller Plan, plan documentation or agreement, summary plan description or other written communication
distributed generally to employces by its terms prohibits the Seller from amending or terminating any such Seller Plan,

(k) Section 2.20(k) of the Disclosure Schedule discloses each: (i) agreement with any member, director, executive officer or other
key employee of the Seller (A) the benefits of which are contingent, or the terms of which are altered, upon the occurrence of a transaction
involving the Seller of the nature of any of the transactions contemplated by this Agreement, (B) providing any term of employment or
compensation guatantes or (C) providing severance benefits or other benefits after the termination of employment of such director, executive
officer or key employee; (ii) agreement, plan or arrangement under which any person may receive payments. from the Seller that may be subject
to the tax imposed by Section 4999 of the Code or included in the determination of such person’s “parachute payment™ under Section 280G of
the Code; and (iii) agreement or plan binding the Seller, including any stock option plan, stock appreciation right plan, restricted siock plan,
stock purchase plan, severance benefit plan or Seller Plan, any of the benefits of which will be increased, or the vesting of the benefits of which
will be accelerated, by the occurrence of any of the wansactions contemplated by this Agreement or the value of any of the benefits of which
will be calculated on the basis of any of the transactions contemplated by this Agreement,




(1) Section 2.20(D of the Disclosure Schedule sets forth the policy of the Seller with respect to accrued vacation, accrued sick time
and eamed tirne off and the amount of such liabilities as of the date hereof,

(m) Each Seller Plan that is a “nonqualified deferred compensation plan” (as defined in Code Section 409A(d)(1)) has been
operated since January 1, 2005 in good faith compliance with Code Section 409A and IRS Notice 2005-1. No Seller Plan thatis a
“nonqualified deferred compensation plan” has been materially modified (as determined under Notice 2005-1) after October 3, 2004. No event
has occurred that would be treated by Code Section 409A(b) as a transfer of property for purposes of Code Section 83. No stock option or
equity unit option granted under any Seller Plan has an exercise price that has been or may be less than the fair market value of the vnderlying
stock or equity units (as the case may be) as of the date such option was granted or has any feature for the deferral of compensation other than
the deferral of recognition of income until the fater of exercise or disposition of such option.

2.21 Environmental Matters .

(a) The Seller has complied with all applicable Environmental Laws. There is no pending nor, to the Krowledge of Seller,
threatened civil or criminal litigation, written notice of violation, formal administrative proceeding, or investigation, inquiry or information
request by any Governmental Entity, relating to any Environmental Law involving the Seller,

(b) To the Knowledge of Seller, the Seller has no liabilities or obligations arising from the release of any Materiais of
Environmental Concern inte the environment.

(c) The Seller is not a party to or bound by any court order, administrative order, consent order or other agreement with any
Govemnmental Entity entered into in connection with any legal obligation or liability arising under any Environmental Law.

2.22 Legal Compliance . The Seller has, at all times, conducted its business in compliance with each applicabie law (including rules and
regulations thereunder} of any federal, state, local or foreign government, or any Governmental Entity except where such non-compliance
would not reasonably be expected to have a Seiler Material Adverse Effect. The Seller has not received any notice or communication from any
Govemmental Entity alleging noncompliance with any applicable law, rule or regulation except where such non-compliance would not
reasonably be expected to have a Seller Material Adverse Effect.

2.23 Customers and Suppliers . Section 223 of the Disclosure Schedule sets forth a tist of (a) each customer that accounted for more than
1% of the consolidated revenues of the Seller during the last full fiscal year or the inferim period through the Most Recent Balance Sheet Date
and the amount of revenues accounted for by such customer during each such period and (b) each supplier that is the sole supplier of any
significant product or service to the Seller. No such customer or supplier has indicated within the past year that it will stop, or decrease the rate
of, buying products or supplying products, as applicable, to the Seller.

2.24 Permits . Section 2.24 of the Disclosure Schedule sets forth a list of all Permits issued to or held by the Seller. To the Knowledge of
Seller, each such Permit is in full force and effect; the Seller is in compliance with the terms of each such Permit except where such non-
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would not reasonably be expected fo have a Seller Material Adverse Effect and, to the Knowledge of Seller, ne suspension or cancellation of
such Permit is threatened and there is no basis for believing that such Permit will not be renewable npon expiration,

2.25 Certain Business Relationships With Afftijiates . Seller has no Affiliates.

2.26 Brokers’ Fees . The Seller has no liability or obligation to pay any fees or commissions to any broker, finder or agent with respect to
the fransactions confemplated by this Agreement.

2.27 Books and Records . The books and records of the Seller accurately reflect the assets, [iabilities, business, financial condition and
results of operations of the Seller and have been maintained in accordance with reasonable business and bookkeeping practices. Section 2.27 of
the Disclosure Schedule contains a list of all bank accounts and safe deposit boxes of the Seller and the names of persons having signature
authority with respect thereto or access thereto,

2.28 Left Intentionaily Biank.

2.29 Controls and Proceduges . The Seller maintains accurate books and records reflecting its assets and liabilities and maintains proper
and adequate internal controi over financial reporting which provide assurance that (i) transactions are executed with management’s
authorization, (ii) transactions are recorded as necessary to permit preparation of the consolidated financial statements of the Seller and to
maintain accountability for the Seller’s consolidated assets, (iii) access to assets of the Seller is permitted only in accordance with
management's authorization, (iv) the reporting of assets of the Seller is compared with existing assets at regular intervals and (v) accounts,
notes and other receivables and inventory were recorded accurately, and proper and adequate procedures are implemented to effect the
collection thereof on a current and timely basis.

2.30 Government Contracts . The Seller has not been suspended or debarred from bidding on contracts or subcontracts with any
Governmental Entity; to the Knowledge of Seller, no such suspension or debarment has been threatened or initiated; and to the Knowledge of
Seller, the consummation of the transactions contemplated by this Agreement will not result in any such suspension or debarment of the Seller
or the Buyer (assuming that no such suspension or debarment wiil resuit solely from the identity of the Buyer). The Seller has not been or is
now being audited ar investigated by the United States Government Accounting Office, the United States Department of Defense or any of its
agencies, the Defense Contract Audit Agency, the contracting or auditing function of any Governmental Entity with which it is contracting, the
United States Department of Justice, the Inspector General of the United States Governmental Entity, or any prime contractor with a
Governmental Entity; nor, to the Knowledge of Seller,, has any such audit or investigation been threatened. To the Knowledge of Seller, there
is no valid basis for (i) the suspension or debarment of the Seller {rom bidding on contracts or subcontracts with any Govermmental Entity or
(ii) any claim (including any claim for return of funds to the Government) pursuant to an audit or investigation by any of the entities named in
the foregoing sentence. The Seller has no agreements, contracts or commitments which require it to obtain or maintain a security clearance with
any Governmental Entity.




2.31 Securities Laws .

{a) The Seller and the Members have been fumnished all of the materials relating to the Buyer, and its payment of the Purchase
Price, that have been requested and each of them has been afforded an opportunity to ask questions of, and receive answers from, management
of the Buyer in connection with the payment of the Purchase Price. The Seller and the Members have not been furnished with any oral or
written representation in connection with the payment of the Purchase Price by or on behalf of the Buyer that it has relied on that is not
contained in this Agreement,

(b) Each of the Seller and the Members: (i} is an “accredited investor” as defined in Rule 501 of Regulation D under the Securities
Act of 1933, as amended; (ii) has obtained, in its judgment, sufficient information to evaluate the merits and risks of the payment of the
Earnout with securities of the Buyer; (iii) has sufficient knowledge and experience in financial and business matters to evaluate the merits and
risks associated with such payment of the Eamout with securities of the Buyer and to make an informed investment decision with respect
thereto, and (iv) has consulted with his or its own advisors with respect to the receipt of securities as part of the Earnout.

(¢} The securities being acquired hereunder are being acquired for each of the Seller and the Members’ own account for investment
and not for the benefit or account of any other person and not with a view to, or in connection with, any unlawful resale or distribution thereof.
Each of the Seller and the Members fully understands and agrees that it must bear the economic risk of the investment in securities received
hereunder for an indefinite period of time because, among other reasons, such securities received hereunder have not been registered under the
Securities Act of 1933, as amended or under the securitics laws of any states, and, therefore, the securities are *restricted securities” and cannot
be resold, pledged, assigned or otherwise disposed of unless they are subsequently registered under the Securities Act of 1933, amended and
under the applicable securities laws of such states or an exemption from such registration is otherwise available. Each of the Seller and the
Members understands that the Buyer is not under any obligation to register such securities on the Seller and the Members® behalf or to assist
such Seller and the Members in complying with any exemption from registration under the Securities Act or applicable state securities laws,

{d) Each of the Seller and the Members intends that the applicable state securities law will apply to its receipt of the securities
hereunder. Each of the Sefler and the Members meets all suitability standards imposed by the state securities laws relating to the receipt of the
securities as part of the Earnout hereunder without registering any of the Buyer’s securities under the securities laws of such state.

(¢) Buyer shall assist Seller with an opinion of counsel with respect to any transfer of the shares if there is no material question as to
the availability of Rule 144 promulgated under the Securities Act of 1933, as amended.




ARTICLE It
REPRESENTATIONS AND WARRANTIES OF THE BUYER

The Buyer represents and warrants to the Seller that the statements coniained in this Article 111 are true and correct as of the date of this
Agreement.

3.1 Qrganization and Corporate Power . The Buyer is a corporation duly organized, validly existing and in good standing under the laws
of the State of Delaware. The Buyer has all requisite corporate power and authority to carry on the businesses in which it is engaged and to own
and use the properties owned and used by it.

3.2 Authorization of the Transaction . The Buyer has all requisite power and authority to execute and deliver this Agreement and the
Ancillary Agreements and to perfonm its obligations hereunder and thereunder and all ather agreements contemplated by this Agreement. The
execution and delivery by the Buyer of this Agreement and the Anciilary Agreements and the consummation by the Buyer of the transactions

contemplated hereby and thereby have been duly and validly authorized by all necessary corporate action on the part of the Buyer. This
Agreement has been duly and validly executed and delivered by the Buyer and constitutes a valid and binding obligation of the Buyer,
enforceable against if in accordance with its terms.

3.3 Noncontravention . Neither the execution and delivery by the Buyer of this Agreement or the Ancillary Agreements, nor the
consummation by the Buyer of the transactions contemplated bereby or thereby, will (a) conflict with or violate any provision of the Certificate
of Incorporation or by-laws of the Buyer, (b) require on the part of the Buyer any filing with, or permit, authorization, consent or approval of,
any Governmental Entity, (¢) conflict with, result in breach of, constitute (with or without due notice or lapse of time or both) a default under,
result in the acceleration of obligations under, create in any party any right to terminate, modify or cancel, or require any notice, consent or
waiver under, any contract or instrument to which the Buyer is a party or by which it is bound or to which any of its assets is subject, or
{d) violate any order, writ, injunction, decree, statute, rule or regulation applicable to the Buyer or any of its properties or assets except, in each
case of (a) through (d), where such breach or violation would not reasonably he expected to have a Buyer Material Adverse Effect.

3.4 Equity Consideration , The Shares which may be issued to Seiler under this Agreement are and/or will be duly and validly authorized
by the Buyer when and if issued to Seller and the potential issuance of any such Shares to Buyer do not and will not violate at the time of the
issuance to Seller any applicable rule or regulation applicable to Buyer or by which Buyer is subject.

3.5 Buyer SEC Documents: No Uindisclosed Liabilitics .

{a) Buyer has filed all reports, schedules, forms, statements and other documents (including exhibits and other information
incorporated therein) with the SEC required to be filed by Buyer since January 1, 2011 (such documents, the ** Buyer SEC Documents ™). As of
their respective dates, the Buyer SEC Documents complied in all material respects with the requirements of the Securities Act or the Securities
and Exchange Act of 1934, as amended, as




the case may be, and the rules and regulations of the SEC promulgated thereunder applicable to such Buyer SEC Documents, and, as of their
respective dates, none of the Buyer SEC Documents contained any untrue statement of a material fact or omitted to state a material fact
required to be stated therein or necessary in order to make the statements therein, in light of the circumstances under which they were made, not
misleading. The financial statements of Buyer included in the Buyer SEC Documents complied as to form in all material respects with
applicable accounting requirements and the published rules and regulations of the 8EC with respect thereto as of their yespective dates, were
prepared in accordance with GAAP (except, in the case of unaudited statements, as permitted by Form 10~Q of the SEC) applied on a
consistent basis during the periods involved {except as may be indicated in the notes thereto) and fairly presented in all material respects the
financial position of Buyer and its consolidated Subsidiaries as of the dates thereof and the consolidated results of their operations and cash
flows for the periods then ended (subject, in the case of unaudited statements, 1o normal year-end audit adjustments),

(b} Except as set forth in the most recent financial statements included in the Buyer SEC Documents filed by Buyer and publicly
available prior to the date of this Agreement or for liabilities incurred in connection with this Agreement or in the ordinary course of business
since the date of the most recent financial statements included in the Buyer SEC Documents, Buyer has no liabilities or obligations of any
nature (whether accrued, absolute, contingent or otherwise) that would be required by GAAP to be reflected in, or reserved against or otherwise
described in the consolidated balance sheet of Buyer (including the notes thereto) which, individuaily or in the aggregate, have had or would
reasonably be expected to have a Buyer Material Adverse Effect,

ARTICLE 1V
CONDITIONS PRECEDENT

4.1 Conditions to Obligations of the Buyer . The obligation of the Buyer to consummate the transactions contemplated by this Agreement
to be consummated at the Closing is subject to the satisfaction of the following additional conditions:

(a) the Seller shall have obtained at its own expense (and shall have provided copies thereof to the Buyer) all of the waivers,
permits, consents, approvals or other authorizations, and effected all registrations, filings and notices, which are required on the part of the
Seller except with respect to the tax clearance letter issued by the Connecticut Department of Revenue Services;

(b) the representations and watrranties of the Seller set forth in Sections 2.1 {first sentence), 2.2 and 2.3 and any representations and
warranties of the Seller set forth in this Agreement that are qualified as to materiality shall be true and correct in all respects, and all other
representations and warranties of the Seller set forth in this Agreement shall be true and correct in all material respects, in each case as of the
date of this Agreement and as of the Closing as though made as of the Closing, except to the extent such representations and warranties are
specifically made as of a particular date (in which case such representations and warranties shall be true and cotrect as of such date);




(¢) the Seller shall have performed or complied with its agreements and covenants required to be performed or complied with under
this Agreement as of or prier to the Closing;

(d) no Legal Proceeding shall be pending or threatened; and no judgmen, order, decree, stipulation or injunction shall be pending,
threatened, or in effect which would (i) prevent consummation of the transactions contemplated by this Agreement, (ii) cause the transactions
contemplated by this Agreement to be rescinded following consummation, or (iii) affect adversely the right of the Buyer to own, operate or
control any of the Acguired Assets, or to conduct the business of the Seller as currently conducied, following the Closing;

{(€) the Seller shall have delivered to the Buyer the Seller Certificate;

(f) the Seller shall have delivered to the Buyer documents evidencing the release or termination of all Security Interests on the
Acquired Assets, and copies of filed UCC termination statements with respect to all UCC financing statements evidencing Security Interests or
written statements from the lien holders evidencing repayment in full of all outstanding principal loan amounts and interest with respect to any
such loans evidencing such Security Interests;

() the Buyer shall have secured financing for the transactions contemplated herein on terms acceptable to the Buyet;
(h} the Buyer shall have entered into a lease of the premises at 174 South Road, Enfield, Connecticut on terms aceeptable to Buyer;

(1) Russ Monroe has entered into an employment agreement with the Buyer on terms satisfactory to each party to such agreement;
and

(i) the Buyer shall have received such other certificates and instruments (including certificates of good standing of the Seller in its
jurisdiction of organization and the various foreign jurisdictions in which it is qualified, certified organizational and operational documents,
certificates as to the incumbency of officers and the adoption of authorizing resolutions) as it shall reasonably request in connection with the
Closing.

4.2 Conditions to Obligations of the Seller . The obligation of the Seller to corsummate the transactions conteraplated by this Agreement
to be consummated at the Closing is subject to the satisfaction of the following additicnal conditions:

(a) the representations and warranties of the Buyer set forth in the first sentence of Section 3.1 and in Section 3.2 and any
representations and warranties of the Buyer set forth in this Agreement that are qualified as to materiality shall be true and correct in all
respects, and all other representations and warranties of the Buyer set forth in this Agreement shall be true




and correct in all material respects, in each case as of the date of this Agreement and as of the Closing as though made as of the Closing, except
to the extent such representations and warranties are specifically made as of a particular date (in which case such representations and warranties
shall be true and correct as of such date);

(b) the Buyer shall have performed or complied with in all material respects its agreements and covenants required to be performed
or complied with under this Agreement as of or prior to the Closing;

(c) no Legal Proceeding shall be pending or threatened wherein an unfavorable judgment, order, decree, stipulation or injunction
would (i} prevent consummation of the transactions contemplated by this Agreement or (ii) cause the transactions contemplated by this
Agreement to be rescinded following consummation, and no such judgment, order, decree, stipulation or injunction shall be in effect;

(d) the Buyer shall have delivered to the Seller the Buyer Certificate;

(¢) the Seller shall have received such other certificates and instruments (including certificates of good standing of the Buyer in its
jurisdiction of organization, certificates as to the incumbency of officers and the adoption of authorizing resolutions) as it shall reasonably
request in connection with the Closing;

{f) Russ Monroe has entered into an employment agreement with the Buyer on terms satisfactory to each party to each such
employment agreement; and

ARTICLE V
POST-CLOSING COVENANTS

5.} Proprietary Information . From and after the Closing, Seller, unless required by legal process, shall not disclose or make use of
(except to pursue its rights under this Agreement or the Ancillary Agreements and with respect to providing any information under this
Agreement to its attorneys, accountants and other professionals), any knowledge, information or documents of a confidential nature or not
generally known to the public with respect to Acquired Assets, the Seller’s business or the Buyer or its business (including the financial
information, technical information or data relating to the Seller’s products and names of customers of the Seller), except to the extent that such
knowledge, information or documents shall have become public knowledge other than through improper disclosure by the Seller and except to
the extent such information (a) is known to the public and did not become so known through any violation of legal obligation on the part of any
of the Seller; (b) is required to be disclosed under the provisions of any applicable law, or by any stock exchange or similar body; or (¢) is
required to be disclosed by & rule or order of any court of competent jurisdiction, Notwithstanding the foregoing, Buyer acknowledges and
agrees that the Seller, and its owners, have developed relationships with the customers of the business of Seller, and their owners may maintain
such relationships for purposes of commercial activities that do not violate Section 5.3 .

5.2 Solicitation and Hiring . For a period of five (5) years after the Closing Date, Seller and each of the Members shall not, either directly
or indirectly {including through an
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Affiliate), (2) solicit or attempt to induce any Restricted Employee to terminate his or her employment with the Buyer or any subsidiary of the
Buyer or (b) hire or attempt to hire any Restricted Employee; provided , that this clause (b) shail not apply to any individual whose
employment with the Buyer or a subsidiary of the Buyer has been terminated for a period of six months or longer.

5.3 Non-Competition .

(a) For a period of five (5) years after the Closing Date, Seller and each of the Members shall not, either directly or indirectly as an
owner, partner, officer, employee, director, investor, lender, consultant, independent contractor or otherwise, (i) design, develop, manufaciure,
market, sell or license any product or provide any service anywhere in the United States which is competitive with any product designed,
developed (or under development), manufactured, sold or licensed or any service provided by the Seller within the three-year periad prior to
the Closing Date or (ii) engage anywhere in the United States in any business competitive with the business of the Seller as conducted as of the
Closing Date or during the three-year period priot to the Closing Date, Notwithstanding anything contained in this Agreement to the contrary,
in ne event shall the Seller or any Member (i) have any obligation to ensure compliance by any other party with respect to this Section 5.3 or
(if) have any liability whatsoever for the breach of this Section 3.3 by any other party.

(b) Seller and each of the Members agree that the duration and geographic scope of the non-competition provision set forth in this
Section 5.3 are reasonable. In the event that any court determines that the duration or the geographic scope, or both, are uareasonable and that
such provision is to that extent unenforceabie, the Parties agree that the provision shail remain in full force and effect for the greatest time
period and in the greatest area that would not render it unenforceable. The Parties intend that this non-competition provision shall be deemed to
be a series of separate covenants, one for each and every county of each and every state of the United States of America and each and every
political subdivision of each and every country outside the United States of America where this provision is intended to be effective.

3.4 Tax Matters .

{2) Al transfer taxes, deed excise stamps and similar charges related to the sale of the Acquired Assets contemplated by this
Agreement shali be paid by the Seller,

(b} The Seller shall be responsible for all Tax liabilities attributable to its business prior to and including the Closing Date.

(c) The Buyer shall be responsible for all Taxes aitributable to the conduct of its business after the Closing Date.

(d) The Buyer shall make available to the Seller and its representatives all records and materials reasonably required by the Seller to
prepare, pursue or contest any Tax matters related to taxable periods (or portions thereof) ending on or before the Closing Date and shall
provide reasonable cooperation to the Seller in such case. The Seller shall make available to the Buyer and its representatives all records and
materials reasonably required by the Buyer to prepare, pursue or contest any Tax matters arising after the Closing which have factual reference
to the pre-closing tax period and shall provide reasonable cooperation to the Buyer in such case.




5.5 Sharing of Data ,

(a} The Seller shall have the right for a period of seven years following the Closing Date to have reasonable access to such books,
records and accounts, including financial and tax information, correspondence, production records, employment records and other records that
are transferred to the Buyer pursuant to the terms of this Agreement for the limited purposes of concluding its involvement in the business
conducted by the Seller prior to the Closing Date and for complying with its obligations under applicable securities, tax, environmental,
employment or other laws and regulations. The Buyer shall have the right for a peried of seven years following the Closing Date to have
reasonable access to those books, records and accounts, including financial and accounting records (and to the extent available, the work papers
of the Seller’s independent accountants), tax records, correspondence, production records, employment records and other records that are
retained by the Seller pursuant to the terms of this Agreement to the extent that any of the foregoing is needed by the Buyer for the purpose of
conducting the business of the Seller after the Closing and complying with its obligations under applicable securities, tax, environmental,
employment or other laws and regulations. Neither the Buyer nor the Seller shall destroy any such books, records or accounts retained by it
without first providing the other Party with the opportunity to obtain or copy such books, records, or accounts at such other Party’s expense.

(b) Seller will cooperate with the Buyer’s auditors and Seller’s auditors to produce the financial information and statements
necessary so that Buyer may comply with its federal, state and regulatory reporting requirements. Seller will respond to any reasonable requests
made by the Buyer, the Buyer’s auditors or the Seller’s auditors promptly. Promptly upon request by the Buyer, the Seller shall authorize the
release to the Buyer of all files pertaining to the Seiler, the Acquired Assets or the business or operations of the Seller held by any federal, state,
county or local authorities, agencies or instrumentalities. Seller understands that Buyer will suffer harm if it does not meet regulatory
requirements regarding reporting of this transaction.

5.6 Use of Name . Seller shall not use the name Northeast Energy Partners or any name reasonably similar thereto after the Closing Date.
Within 10 days following the Closing, the Seller shall amend its organizational documents and state filings, where appropriate, and other
corporate records, if necessary, to comply with this provision,

5.7 Cooperation jn Litigation . From and after the Closing Date, each Party shall fully cooperate with the other in the defense or
prosecution of any litigation or proceeding already instituted or which may be instituted hereafter against or by such other Party reiating to or
arising out of the conduct of the business of the Seller or the Buyer prior to or after the Closing Date and related to the transaction contemplated
by this Agreement (other than litigation among the Parties and/or their Affiliates arising out the transactions contemplated by this Agreement).
The Party requesting such cooperation shall pay the reasonable out-of-pocket expenses incurred in providing such cooperation (including legal
fees and disbursements) by the Party providing such cooperation and by its officers, directors, employees and agents.




5.8 Assignment of Supplier Agreements .

(a) Notwithstanding anything to the contrary herein, only those Supplier Agreements that may be assigned or transferred without the
consent of a third party are being assigned to the Buyer as of the Closing Date, Instead, the Seller will use its Commercially Reasonable Efforts
to collect any and all amounts due to the Seller pursuant to the Supplier Agreements. The Seller will direct all suppliers making payments
pursuant to the Supplier Agreements to remit payment directly to a lockbox that will be established with Silicon Valley Bank pursuant to a
tockbox agreement (the “ Supplier Agreement Lockbox ). The Seller agrees that it shall forward prompily to the Buyer any monies, checks or
instruments received by the Seller after the Closing Date (a) pursuant to Supplier Agreements and (b) related to items earned, invoiced or to be
invoiced after October 1, 2012. The Seller shall provide to the Buyer such reasonable assistance as the Buyer may request with respect to the
collection of any such accounts receivable, provided the Buyer pays the reasonable out-of-pocket expenses of the Seller and its officers,
directors and employees incurred in providing such assistance. Effective as of the Closing, the Seller hereby grants to the Buyer a power of
attorney for the sole purpose of endorsing and cashing any checks or instruments payable or endorsed to the Seller or its order which are
received by the Buyer and which relate to accounts receivable purchased by the Buyer from the Seller.

{b) If and to the extent that after the Closing Date, Buyer collects revenue pursuant to Any Supplier Agreement that relates to an invoice
generated prior to October 1, 2012, Buyer shall remit such amounts to Seller within thirty (30) days afier the end of the calendar month in
which such amounts were received along with such schedules it has prepared to support the determination of such amount. Seller shall have the
right a1 its expense to examine those financiai records of Buyer as may be reasonably necessary to confirm the accuracy of the schedules
provided to Seller and any calculations or payments made by Buyer hereunder. The Buyer will afford Seller access to the records during
normal business hours, upon reasonable advance notice given by the Seller, and subject to such reasonable limitations as the Buyer may impose
to delete competitively sensitive or privileged information.

5.9 Employees . Effective as of the Closing, the Selier shall terminate the employment of each of its employees. The Buyer shall be
permitted to offer employmient to each such employee, terminable at the will of the Buyer. The Seller hereby consents.to the hiring of any such
employees by the Buyer and waives, with respect to the emaployment by the Buyer of such employees, any claims or rights the Seller may have
against the Buyer or any such employee under any non-competition, confidentiality or employment agreement.

5.10 Third-Party Notices and Consents .

(a) The Seller shall use its Reasonable Best Efforts to obtain, at its expense, all such waivers, consents or approvais from third
parties, and to give all such notices to third parties, as listed ot are required to be listed in the Disclosure Schedule.

{b) If (i) any of the Assigned Contracts or other assets or rights constituting Acquired Assets may not be assigned and transferred by
the Seller to the Buyer (as a result of either the provisions thereof or applicable law) without the consent or approval of a third party, (ii) the
Seller, after using its Reasonable Best Efforts, ts unable to obtain such consent or approval




prior to the Closing and (jii) the Closing occurs nevertheless, then (A) such Assigned Contracts and/or other assets or rights shall not be
assigned and transferred by the Seller to the Buyer at the Closing and the Buyer shall not assume the Seller’s liabilities with respect thereto at
the Closing, (B) the Seller shall continue to use its Reasonable Best Efforts to obtain the necessary consent or approval as soon as practicable
after the Closing, and (C) upon the obtaining of such consent or approval, the Buyer and the Seller shall execute such further instruments of
conveyance (in substantiaily the form executed at the Closing) as may be necessary to assign and transfer such Assigned Contracts and/or other
assets or rights (and the associated liabilities and obligations of the Seller) to the Buyer.

5.11 Curb Energy and Rate Droppers Asset Purchase Agreement

The Buyer and Curb Energy, LLC and Rate Droppers, LLC shall negotiate in good faith to enter inte an asset purchase agreement
acceptable to Buyer, Seller and Curb Energy, LLC and Rate Droppers, LLC within thirty (30) days of the Closing Date on mutually agreeable
terms.

5.12 Insurance Coverage

Seller shall obtain, at Seller’s expense, within thirty (30) days of the Closing Date a policy for tail coverage for its existing employee practices
insurance policy for a period of twelve (12) months from the Closing Date,

5.13 Conpecticut Light and Power
Seller will continue 10 pay the electricity invoice from Connecticut Light and Power for the Leased Premises, and Buyer will reimburse Buyer
for such amounts within ten (10) days of receipt of an invoice from Seller.
ARTICLE VI
INDEMNIFICATION

6.1 Indemnification by the Seller . The Seller and its Members shali jointly and severally indemnify Buyer {(and its officers, directors and
affiliates) in respect of, and hold the Buyer (and its officers, directors and affiliates) harmless against, Damages incurred or suffered by the
Buyer or any Affiliate thereof resulting from, relating 1o or constituting:

(a) any breach, 2s of the date of this Agreement, of any representation or warranty of any Seller contained in this Agreement, any
Ancillary Agreement or any other agreement or instrument furnished by Seller to the Buyer pursuant to this Agreement;

(b) any failure to perform any covenant or agreement of Seller contained in this Agreement, any Ancillary Agreement or any
agreement or instrument furnished by Seller to the Buyer pursuant to this Agreement;

{c) any Retained Liabilities; and/or




(d) the operation of its business or the Acquired Assets prior to the Closing Date.

6.2 Indemnification by the Buyer . The Buyer shall indemnify the Seller in respect of, and hold it harmless against, any and all Damages
incurred or suffered by the Seller-resulting from, relating to or constituting:

(a) any breach, as of the date of this Agreement, of any representation or warranty of the Buyer contained in this Agreement, any
Ancillary Agreement or any other agreement or instrument furnished by the Buyer to the Seller pursuant to this Agreement;

(b} any failure to perform any covenant or agreement of the Buyer contained in this Agreement, any Ancillary Agreement or any
other agreement or instrument fumished by the Buyer to the Seller pursuant to this Agreement;

{c) any Assumed Liabilities; and/or
{d) operation of its business or the Acquired Assets after the Closing Date.

6.3 Indemnification Procedure .

(a} In the event that any Legal Proceedings shall be instituted or that any claim or demand (** Claim ") shall be asserted by any
Person in respect of which payment may be sought under Section 6.1 and 6 .2 hereof (regardless of the limitations set forth in Section 6.4 ), the
Indemnified Party shall reasonably and promptly cause written notice of the assettion of any Claim of which it has knowledge which is covered
by this indemnity to be forwarded to the Indemnifying Party. The Indemnifying Party shall have the right, at its sole option and expense, 1o be
represented by counsel of its choice, which must be reasonably satisfactory to the Indemnified Party, and to defend against, negotiate, settle or
otherwise deal with any Claim which relates to any Damages indemnified against hereunder. If the Indemnifying Party elects to defend against,
negotiate, settle or otherwise deal with any Claim which relates to any Damages indemnified against hereunder, it shall within thirty (30} days
(or sooner, if the nature of the Claim so requires) notify the Indemnified Party of its intent to do so. If the Indemnifying Party elects not to
defend against, negotiate, settle or otherwise deal with any Claim which relates to any Damages indemnified against hereunder, the
Indemnified Party may defend against, negotiate, settle or otherwise deal with such Claim. If the Indemnifying Party shall assume the defense
of any Ciaim, the Indemnified Party may participate, at his or its own expense, in the defense of such Claim, The parties hereto agree to
cooperate fuily with each other in conpection with the defense, negotiation or settiement of any such Claim, Notwithstanding anything in this
Section 6.3 to the contrary, neither the Indemnifying Party nor the Indemnified Party shall, without the written consent of the other party, settle
of compromise any indemmifiable Claim or permit a default or consent to entry of any judgient unless the claimant and such party provide to
such other party an unqualified release from all liability in respect of the indemnifiable Claim. Notwithstanding the foregoing, if a seftlement
offer is made by the applicable third party claimant, and the Indemmifying Party notifies the Indemnified Party in writing of the Indemnifying
Party’s willingness to accept the setilement offer and, subject to the applicable limitations of Section 6.4 , pay the amount called for by such
offer, and the Indemnified Party




declines to accept such offer, the Indemnified Party may continue to contest such indemnifiable Claim, free of any participation by the
Indemnifying Party, and the amount of any ultimate liability with respect to such Indemnifiable Claim that the Indemnifying Party has an
obligation to pay hereunder shal! be Yimited to the amount of the settlement offer.

(b) Afier any final judgment or award shall have been rendered by a Governmental Body of competent jurisdiction and the
expiration of the time in which to appeal therefrom, or a settlement shall have been consummated, or the Indemnified Party and the
Indemnifying Party shall have arrived at a mutually binding agreement with respect to a Claim hereunder, the Indemnified Party shall forward
to the Indemnifying Party notice of any sums due and owing by the Indemnifying Party pursuant to this Agreement with respect to such matter,

6.4 Survival of Representations and Warranties . The representations and warranties of the Parties shall (a) survive Closing and (b) shail
expire eighteen (18) months after the Closing Date, except that (i) the representations and warranties set forth in Sections 2.1 and 2.2 shall
survive the Closing without limitation, and (ji) the representations and warranties set forth in Section 2.9, 2. 10(a}, 2.20 and 2.2] shall survive
until 30 days following the expiration of the statute of limitations applicable to the matters referred to within each such section. If an
[ndewmnified Party delivers to an Indemnifying Party, before expiration of a representation or warranty, a notice of a Claim based upon a breach
of such representation or warranty, then the applicable representation or warranty shall survive until, but only for purposes of, the resolution of
any claims arising from or related to the matter covered by such notice. The rights to indemnification set forth in this Article V1 shall not be
affected by (i} any investigation conducted by or on bebalf of an Indemnifted Party or any knowledge acquired (or capable of being acquired)
by an Indemnified Party, whether before or after the date of this Agreement, with respect to the inaceuracy or noncempliance with any
representation, warranty, covenant or obligation which is the subject of indemnification hereunder or (ii) any waiver by an Indemnified Party of
any closing condition relating to the accuracy of any representations and warranties or the performance of or compliance with agreements and
covenants,

6.5 Exclusive Remedy and Set-Off .

(a) Except with respect to claims based on fraud, after the Closing, the rights of the Indemnified Parties under this Article V1 shall
be the exclusive remedy of the Indemnified Parties with respect to claims resulting from or relating to any misrepresentation, breach of
warranty or failure to perform any covenant or agreement contained in this Agreement.

(b} The Seller and the Buyer hereby agree that should the Buyer be entitled to indemnification under Section 6.1 of this Agreement,
the Buyer shall first set off the outstanding indebtedness evidence by the Selfer Note and the Eamout against any and all obligations of the
Seller and the Members arising under Section 6.1 of this Agreement. The Buyer shall not atteinpt to collect any Damages divecily from the
Seller and/or any of the Members unless and until it has exhausted all set off rights with respect to the Seller Note and the Eamout.

6.6. Certain Limitations on Indemnification .




{a) Notwithstanding the provisions of this Article VI, neither Seller nor Buyer shall have any indemnification obligations for
Damages pursuant to Section 6.1 or 6.2 , unless the aggregate amount of all such Damages finally determined for which such party would be
liable, but for this paragraph (a) exceeds $50,000 (the “Basket”), and in such event, the Indemnifying Party shall then be required to pay the
total amount of such Damages in excess of the Basket, and subject to the Cap, provided that such limitation shall not apply to Seller’s breach of
Section 2.9 .

(b} None of the Selley Parties or the Buyer shall be required to indenmmify any Person for Damages pursuant to Szetion 6.1 or 6.2 for
an aggregate amount of all such Damages exceeding $2,500,000.00 provided that such limitation shall not apply to claims based on fraud. {the
“Cap”).

6.7 Treatment of Indemunity Payments . Any payments made to an Indemnified Party pursuant to this Article VI shall be treated as an
adjustment to the Purchase Price for tax purposes.
ARTICLE VIII
DEFINITIONS
For purposes of this Agreement, each of the following terms shall have the meaning set forth below.,

* Acquired Assets ” shall mean all of the assets, properties and rights of the Seller existing as of the Closing, except to the extent included
in the definition of Excluded Assets and to the extent assignable, including:

(a) all trade and other accoumts receivable that are payable to the Seller, and all rights to unbilled amounts for products delivered or
services provided, together with any security held by the Seller for the payment thereof;

(b) all computers, machinery, equipment, tools and tooling, furniture, fixtures, supplies, leasehold improvements, and other tangible
personal property;

(c) all Intellectual Property, if any;
(d) all rights under Assigned Contracts to the extent assignable;

(2} all claims, prepayments, deposits, refunds, causes of action, chooses in action, rights of recovery, rights of setoff and rights of
recoupment;

(f) all Permits to the extent assignable;

(g) all books, records, accounts, ledgers, files, documents, correspondence, lists (including customer and prospect lists),
employment records, manufacturing and procedural manuals, Intellectual Property records, sales and promotional materials, studies, reports
and other printed or written materials;




