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NOTE ABOUT FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K contains “forward-looking statements” within the meaning of Section 21E of the
Securities Exchange Act of 1934, as amended (“the Exchange Act”). All statements, other than statements of historical fact,
including statements regarding our strategy, future operations, future financial position, future revenues, projected costs,
prospects, plans, objectives of management, expected market growth and other characterizations of future events or
circumstances are forward-looking statements. These statements are often, but not exclusively, identified by the use of words
such as “may,” “will,” “expect,” “believe,” “anticipate,” “intend,” “could,” “estimate,” “target,” “project,” “predict” or
“continue,” and similar expressions or variations. These forward-looking statements include, among other things, statements
about:

EEN?3 99 < EENE3

*  our expectations as to the future growth of our business and associated expenses;

*  our expectations as to revenue generation;

*  the expected future growth of the market for energy efficiency and renewable energy solutions;
*  our backlog, awarded projects and recurring revenue and the timing of such matters;

e our expectations as to acquisition activity;

*  the uses of future earnings;

» the expected energy and cost savings of our projects; and

*  the expected energy production capacity of our renewable energy plants.

These forward-looking statements are based on current expectations and assumptions that are subject to risks, uncertainties
and other factors that could cause actual results and the timing of certain events to differ materially and adversely from the
future results expressed or implied by such forward-looking statements. Risks, uncertainties and factors that could cause or
contribute to such differences include, but are not limited to, those discussed in the section titled “Risk Factors,” set forth in
Item 1A of this Annual Report on Form 10-K and elsewhere in this report. The forward-looking statements in this Annual
Report on Form 10-K represent our views as of the date of this Annual Report on Form 10-K. Subsequent events and
developments may cause our views to change. However, while we may elect to update these forward-looking statements at
some point in the future, we have no current intention of doing so and undertake no obligation to do so except to the extent
required by applicable law. You should, therefore, not rely on these forward-looking statements as representing our views as of
any date subsequent to the date of this Annual Report on Form 10-K.



PART I
Item 1. Business
Company Overview

Founded in 2000, Ameresco, Inc. is a leading independent provider of comprehensive services, energy efficiency,
infrastructure upgrades, asset sustainability and renewable energy solutions for businesses and organizations throughout North
America and Europe. Ameresco’s sustainability services include upgrades to a facility’s energy infrastructure and the
development, construction and operation of renewable energy plants. Ameresco has successfully completed energy saving,
environmentally responsible projects with Federal, state and local governments, healthcare and educational institutions, housing
authorities, and commercial and industrial customers. With its corporate headquarters in Framingham, MA, Ameresco has more
than 1,000 employees providing local expertise in the United States, Canada, and the United Kingdom.

Strategic acquisitions of complementary businesses and assets have been an important part of our historical development.
Since inception, we have completed numerous acquisitions, which have enabled us to broaden our service offerings and expand
our geographical reach. Our acquisition of the energy consultancy and energy project management business of Energyexcel
LLP in the third quarter of 2014 added to our local presence in the United Kingdom (“U.K.”) and to our commercial and
industrial customer base.

Our principal service is the development, design, engineering and installation of projects that reduce the energy and
operations and maintenance (“O&M”) costs of our customers’ facilities. These projects typically include a variety of measures
customized for the facility and designed to improve the efficiency of major building systems, such as heating, ventilation, air
conditioning and lighting systems. We typically commit to customers that our energy efficiency projects will satisfy agreed
upon performance standards upon installation or achieve specified increases in energy efficiency. In most cases, the forecasted
lifetime energy and operating cost savings of the energy efficiency measures we install will defray all or almost all of the cost
of such measures. In many cases, we assist customers in obtaining third-party financing for the cost of constructing the facility
improvements, resulting in little or no upfront capital expenditure by the customer. After a project is complete, we may operate,
maintain and repair the customer’s energy systems under a multi-year O&M contract, which provides us with recurring revenue
and visibility into the customer’s evolving needs.

We also serve certain customers by developing and building small-scale renewable energy plants located at or close to a
customer’s site. Depending upon the customer’s preference, we will either retain ownership of the completed plant or build it
for the customer. Most of our small-scale renewable energy plants to date have been constructed adjacent to landfills and use
landfill gas (“LFG”) to generate energy. Our largest renewable energy project for a customer uses biomass as the primary
source of energy. In the case of the plants that we own, the electricity, thermal energy or processed LFG generated by the plant
is sold under a long-term supply contract with the customer, which is typically a utility, municipality, industrial facility or other
purchaser of large amounts of energy.

As of December 31, 2014, we had backlog of approximately $386.2 million in expected future revenues under signed
customer contracts for the installation or construction of projects, which we sometimes refer to as fully-contracted backlog; and
we also had been awarded projects for which we do not yet have signed customer contracts, which we sometimes refer to as
awarded projects, with estimated total future revenues of an additional $853.8 million. As of December 31, 2013, we had
backlog of approximately $361.9 million in expected future revenues under signed customer contracts for the installation or
construction of projects; and we also had been awarded projects for which we do not yet have signed customer contracts, with
estimated total future revenues of an additional $993.0 million. As of December 31, 2012, we had backlog of approximately
$367.4 million in future revenues under signed customer contracts for the installation or construction of projects; and we also
had been awarded projects for which we had not yet signed customer contracts with estimated total future revenues of an
additional $1,114.0 million. The contracts reflected in our fully-contracted backlog typically have a construction period of 12 to
24 months and we typically expect to recognize revenue for such contracts over the same period. Where we have been awarded
a project, but have not yet signed a customer contract for that project, we would not begin recognizing revenue unless a
customer contract has been signed and we treat the project as fully-contracted backlog. Recently, awarded projects typically
have been taking 12 to 18 months to result in a signed contract and thus convert to fully-contracted backlog. It may take longer,
however, depending upon the size and complexity of the project. Historically, approximately 90% of our awarded projects
ultimately have resulted in a signed contract.

See “We may not recognize all revenues from our backlog or receive all payments anticipated under awarded projects and
customer contracts” and “In order to secure contracts for new projects, we typically face a long and variable selling cycle that



requires significant resource commitments and requires a long lead time before we realize revenues” in Item 1A, Risk Factors
of this Annual Report on Form 10-K.

Revenues generated from backlog, which we refer to as project revenues, were $388.3 million, $388.0 million and $457.1
million for the twelve months ended December 31, 2014, 2013 and 2012, respectively.

We also expect to realize recurring revenues both from long-term O&M contracts and from energy supply contracts for
renewable energy operating assets that we own. In addition, we expect to generate revenues from the sale of photovoltaic solar
energy products and systems (“integrated-PV”’) and other services, such as consulting services and enterprise energy
management services. Information about revenues from these other service and product offerings may be found in Note 17 of
“Notes to Consolidated Financial Statements” included in Item 8 of this Annual Report on Form 10-K, which information is
incorporated herein by reference.

Ameresco’s Services and Products

Our principal service is energy efficiency projects, which entails the design, engineering and installation of, and the
arranging of financing for, equipment to improve the energy efficiency, and control the operation, of a building’s heating,
ventilation, cooling and lighting systems. In certain projects, we also design and construct for a customer a central plant or
cogeneration system providing power, heat and/or cooling to a building, or other small-scale plant that produces electricity, gas,
heat or cooling from renewable sources of energy. Our projects generally range in size and scope from a one-month project to
design and retrofit a lighting system to a more complex 30-month project to design and install a central plant or cogeneration
system or other small-scale plant.

After an energy efficiency project is completed, we often provide ongoing O&M services under a multi-year contract.
These services include operating, maintaining and repairing facility energy systems such as boilers, chillers and building
controls, as well as central power and other small-scale plants. For larger projects, we often maintain staff on-site to perform
these services.

Our service offering also includes the sale of electricity, processed LFG, heat or cooling from the portfolio of assets that we
own and operate.

We have constructed and are currently designing and constructing a wide range of renewable energy plants using LFG,
wastewater treatment biogas, solar, wind, biomass, other bio-derived fuels and hydro sources of energy. Most of our renewable
energy projects to date have involved the generation of electricity from LFG or the sale of processed LFG. We purchase the
LFG that otherwise would be combusted or vented, process it, and either sell it or use it in our energy plants.

As of December 31, 2014, we owned and operated 45 small-scale renewable energy plants and solar photovoltaic (“PV”)
installations. Of the owned plants, 24 are renewable LFG plants, two are wastewater biogas plants, and 19 are solar PV
installations. The 45 small-scale renewable energy plants and solar PV installations that we own have the capacity to generate
electricity or deliver LFG producing an aggregate of more than 137 megawatt equivalents.

Our service and product offerings also include integrated-PV and consulting and enterprise energy management services.
Customer Arrangements

For our energy efficiency projects, we typically enter into energy savings performance contracts (“ESPCs”), under which
we agree to develop, design, engineer and construct a project and also commit that the project will satisfy agreed upon
performance standards that vary from project to project. These performance commitments are typically based on the design,
capacity, efficiency or operation of the specific equipment and systems we install. Depending on the project, the measurement
and demonstration may be required only once, upon installation, based on an analysis of one or more sample installations, or
may be required to be repeated at agreed upon intervals generally over periods of up to 20 years.

Under our contracts, we typically do not take responsibility for a wide variety of factors outside our control and exclude or
adjust for such factors in commitment calculations. These factors include variations in energy prices and utility rates, weather,
facility occupancy schedules, the amount of energy-using equipment in a facility, and the failure of the customer to operate or
maintain the project properly. Typically, our performance commitments apply to the aggregate overall performance of a project
rather than to individual energy efficiency measures. Therefore, to the extent an individual measure underperforms, it may be
offset by other measures that overperform during the same period. In the event that an energy efficiency project does not
perform according to the agreed upon specifications, our agreements typically allow us to satisfy our obligation by adjusting or
modifying the installed equipment, installing additional measures to provide substitute energy savings, or paying the customer



for lost energy savings based on the assumed conditions specified in the agreement. Many of our equipment supply, local
design, and installation subcontracts contain provisions that enable us to seek recourse against our vendors or subcontractors if
there is a deficiency in our energy reduction commitment. See “We may have liability to our customers under our ESPCs if our
projects fail to deliver the energy use reductions to which we are committed under the contract” in Item 1A, Risk Factors.

The projects that we perform for governmental agencies are governed by particular qualification and contracting regimes.
Certain states require qualification with an appropriate state agency as a precondition to performing work or appearing as a
qualified energy service provider for state, county and local agencies within the state. Most of the work that we perform for the
Federal Government is performed under indefinite delivery, indefinite quantity (“IDIQ”) agreements between government
agencies and us or our subsidiaries. These IDIQ agreements allow us to contract with the relevant agencies to implement energy
projects, but no work may be performed unless we and the agency agree on a task order or delivery order governing the
provision of a specific project. The government agencies enter into contracts for specific projects on a competitive basis. We
and our subsidiaries and affiliates are currently party to an IDIQ agreement with the U.S. Department of Energy, expiring in
2019, with an aggregate maximum potential ordering amount of $5 billion. Payments by the Federal Government for energy
efficiency measures are based on the services provided and products installed, but are limited to the savings derived from such
measures, calculated in accordance with Federal regulatory guidelines and the specific contract terms. The savings are typically
determined by comparing energy use and O&M costs before and after the installation of the energy efficiency measures,
adjusted for changes that affect energy use and O&M costs but are not caused by the energy efficiency measures.

Sales and Marketing

Our sales and marketing approach is to offer customers customized and comprehensive energy efficiency solutions tailored
to meet their economic, operational and technical needs. The sales, design and construction process for energy efficiency and
renewable energy projects recently has been averaging from 18 to 42 months. We identify project opportunities through
referrals, requests for proposals (“RFPs”), conferences, web searches, telemarketing and repeat business from existing
customers. Our direct sales force develops and follows up on customer leads and, in some cases, works with customers to
develop their RFPs. By working with customers prior to the issuance of an RFP, we can gain a deeper understanding of the
customers’ needs and the scope of the potential project. As of December 31, 2014, we had 107 employees in direct sales.

In preparation for a proposal, our team typically conducts a preliminary audit of the customer’s needs and requirements,
and identifies areas to enhance efficiencies and reduce costs. We read and analyze the customer’s utility bill and other energy-
related expenses. If the bills are complex or numerous, we often utilize Ameresco’s enterprise energy management software
tools to scan, compile and analyze the information. Our experienced engineers visit and assess the customer’s current energy
systems and infrastructure. Through our knowledge of the Federal, state, local governmental and utility environment, we assess
the availability of energy, utility or environmental-based payments for usage reductions or renewable power generation, which
helps us optimize the economic benefits of a proposed project for a customer. Once awarded a project, we perform a more
detailed audit of the customer’s facilities, which serves as the basis for the final specifications of the project and final contract
terms.

For renewable energy plants that are not located on a customer’s site or use sources of energy not within the customer’s
control, the sales process also involves the identification of sites with attractive sources of renewable energy and obtaining
necessary rights and governmental permits to develop a plant on that site. For example, for LFG projects, we start with gaining
control of a LFG resource located close to the prospective customer. For solar and wind projects, we look for sites where
utilities are interested in purchasing renewable energy power at rates that are sufficient to make a project feasible. Where
governmental agencies control the site and resource, such as a landfill owned by a municipality, the customer may be required
to issue an RFP to use the site or resource. Once we believe we are likely to obtain the rights to the site and the resource, we
seek customers for the energy output of the potential project.

Customers

In 2014, we served customers throughout the United States, Canada and the U.K. Historically, including for the years
ended December 31, 2014, 2013 and 2012 approximately 80% of of our revenues have been derived from Federal, state,
provincial or local government entities, including public housing authorities and public universities. Our Federal customers
include various divisions of the U.S. Federal Government. The U.S. Federal Government, which is considered a single
customer for reporting purposes, constituted 16.9%, 12.3% and 11.6% of our consolidated revenues for the years ended
December 31, 2014, 2013 and 2012, respectively. For the year ended December 31, 2014, our largest 20 customers accounted
for approximately 39.0% of our total revenues.



Our 20 largest customers for the year ended December 31, 2014, by revenues, in alphabetical order, were:

Alameda Municipal Power (Alameda, California)

Army National Guard - Army National Guard Headquarters Building (Arlington, VA)
British Columbia Housing Authority (Burnaby, British Columbia)

City of London (London, Ontario)

Edmonton District School Board (Edmonton, Alberta)

Federal Bureau of Prisons - Federal Medical Center (Carswell, Texas) and Federal Correctional Institutions (El Reno,
Oklahoma and Fort Worth, Texas)

Isle of Wight County Public Schools (Smithfield, Virginia)
Manatee County (Bradenton, Florida)
Metropolitan Airport Commission (Minneapolis, Minnesota)
New Mexico State University (Las Cruces, New Mexico)
Paul Brown Stadium (Cincinnati, Ohio)
Taylorville School District (Taylorville, Illinois)
Town of Cheshire (Cheshire, Connecticut)
Truckee Meadows Water Authority (Reno, Nevada)
U.S. Army - Adelphi Laboratory Center (Adelphi, Maryland)
U.S. Department of Energy - Savannah River Site (Aiken, South Carolina)
U.S. General Services Administration (Washington, D.C.)
U.S. Navy - Portsmouth Naval Shipyard (Portsmouth, New Hampshire)
University City School District (University City, Missouri)
University of Illinois (Chicago, Illinois)
See “Provisions in our government contracts may harm our business, financial condition and operating results” in Item 1A,
Risk Factors for a discussion of special considerations applicable to government contracting.

Competition

While we face significant competition from a large number of companies, we believe few offer the full range of services
that we provide.

Our principal competitors include Constellation Energy, Honeywell, Johnson Controls, NORESCO, Siemens Building
Technologies, TAC Energy Solutions, Trane and Vectren Corporation. We compete primarily on the basis of our comprehensive,
independent offering of energy efficiency and renewable energy services and the breadth and depth of our expertise.

For renewable energy plants, we compete primarily with many large independent power producers and utilities, as well as a
large number of developers of renewable energy projects. In the LFG market, our principal competitors include national project
developers and owners of landfills who self-develop projects using LFG from their landfills, such as Waste Management. For
the sale of solar energy products and systems, we face numerous competitors ranging from small web-based companies that sell
components to PV module manufacturers and other multi-national corporations that sell both products and systems. We
compete for renewable energy projects primarily on the basis of our experience, reputation and ability to identify and complete
high quality and cost-effective projects.

See “We operate in a highly competitive industry, and our current or future competitors may be able to compete more
effectively than we do, which could have a material adverse effect on our business, revenues, growth rates and market share” in
Item 1A, Risk Factors for further discussion of competition.

Regulatory

Various regulations affect the conduct of our business. Federal and state legislation and regulations enable us to enter into
ESPCs with Government agencies in the United States. The applicable regulatory requirements for ESPCs differ in each state
and between agencies of the Federal Government.



Our projects must conform to all applicable electric reliability, building and safety, and environmental regulations and
codes, which vary from place to place and time to time. Various Federal, state, provincial and local permits are required to
construct an energy efficiency project or renewable energy plant.

Renewable energy projects are also subject to specific Governmental safety and economic regulation. States and the
Federal Government typically do not regulate the transportation or sale of LFG unless it is combined with and distributed with
natural gas, but this is not uniform among states and may change from time to time. States regulate the retail sale and
distribution of natural gas to end-users, although regulatory exemptions from regulation are available in some states for limited
gas delivery activities, such as sales only to a single customer. The sale and distribution of electricity at the retail level is
subject to state and provincial regulation, and the sale and transmission of electricity at the wholesale level is subject to Federal
regulation. While we do not own or operate retail-level electric distribution systems or wholesale-level transmission systems,
the prices for the products we offer can be affected by the tariffs, rules and regulations applicable to such systems, as well as the
prices that the owners of such systems are able to charge. The construction of power generation projects typically is regulated at
the state and provincial levels, and the operation of these projects also may be subject to state and provincial regulation as
“utilities.” At the Federal level, the ownership and operation of, and sale of power from, generation facilities may be subject to
regulation under the Public Utility Holding Company Act of 2005 (“PUHCA?”), the Federal Power Act (“FPA”), and Public
Utility Regulatory Policies Act of 1978 (“PURPA”). However, because all of the plants that we have constructed and operated
to date are small power “qualifying facilities” under PURPA, they are subject to less regulation under the FPA, PUHCA and
related state utility laws than traditional utilities.

If we pursue projects employing different technologies or with a single project electrical capacity greater than
20 megawatts, we could become subject to some of the regulatory schemes which do not apply to our current projects. In
addition, the state, provincial and Federal regulations that govern qualifying facilities and other power sellers frequently
change, and the effect of these changes on our business cannot be predicted.

LFG power generation facilities require an air emissions permit, which may be difficult to obtain in certain jurisdictions.
See “Compliance with environmental laws could adversely affect our operating results” in Item 1A, Risk Factors. Renewable
energy projects may also be eligible for certain Governmental or Government-related incentives from time to time, including
tax credits, cash payments in lieu of tax credits, and the ability to sell associated environmental attributes, including carbon
credits. Government incentives and mandates typically vary by jurisdiction.

Some of the demand reduction services we provide for utilities and institutional clients are subject to regulatory tariffs
imposed under Federal and state utility laws. In addition, the operation of, and electrical interconnection for, our renewable
energy projects are subject to Federal, state or provincial interconnection and Federal reliability standards also set forth in
utility tariffs. These tariffs specify rules, business practices and economic terms to which we are subject. The tariffs are drafted
by the utilities and approved by the utilities’ state, provincial or Federal regulatory commissions.

Employees

As of December 31, 2014, we had a total of 1,026 employees in offices located in 35 states, the District of Columbia, five
Canadian provinces and the U.K.

Seasonality

See “Our business is affected by seasonal trends and construction cycles, and these trends and cycles could have an adverse
effect on our operating results” in Item 1A, Risk Factors and “Overview — Effects of Seasonality” in Item 7, Management’s
Discussion and Analysis of Financial Condition and Results of Operations” for a discussion of seasonality in our business.

Segments and Geographic Information

Financial information about our domestic and international operations and about our segments may be found in Notes 13
and 17, respectively, of “Notes to Consolidated Financial Statements” included in Item 8 of this Annual Report on Form 10-K,
which information is incorporated herein by reference.

Additional Information
Ameresco was incorporated in Delaware in 2000 and is headquartered in Framingham, Massachusetts.

Periodic reports, proxy statements and other information are available to the public, free of charge, on our website,
WWWw.ameresco.com, as soon as reasonably practicable after they have been filed with the Securities and Exchange Commission



(“SEC”), and through the SEC’s website, www.sec.gov. We include our website address in this report only as an inactive textual
reference and do not intend it to be an active link to our website. None of the material on our website is part of this Annual
Report on Form 10-K.

Executive Officers

The following is a list of our executive officers, their ages as of March 1, 2015 and their principal positions.

Name Age Position (s)

George P. Sakellaris 68 Chairman of the Board of Directors, President and Chief Executive Officer
David J. Anderson..........cccevuvenenne. 54  Executive Vice President, Business Development and Director

Michael T. Bakas...........ccoecvervrennnne. 46 Senior Vice President, Renewable Energy

David J. Corrsin .....cceceeveveeeneenennne. 56 Executive Vice President, General Counsel and Secretary and Director
Joseph P. DeManche............c..c....... 58 Executive Vice President, Engineering and Operations

Louis P. Maltezos 48 Executive Vice President and General Manager, Central Region

Andrew B. Spence..........ccccceveenenne 58 Vice President, Chief Financial Officer and Treasurer

George P. Sakellaris: Mr. Sakellaris has served as chairman of our board of directors and our president and chief executive
officer since founding Ameresco in 2000.

David J. Anderson.: Mr. Anderson has served as our executive vice president, business development, as well as a director,
since 2000.

Michael T. Bakas: Mr. Bakas has served as our senior vice president, renewable energy, since March 2010. From 2000 to
February 2010, he was our vice president, renewable energy.

David J. Corrsin: Mr. Corrsin has served as our executive vice president, general counsel and secretary, as well as a
director, since 2000.

Joseph P. DeManche: Mr. DeManche has served as our executive vice president, engineering and operations since 2002.

Louis P. Maltezos: Mr. Maltezos has served as our executive vice president and general manager, central region, since April
2009. Since September 2014, he also has served as president of Ameresco Canada. From 2004 until April 2009, Mr. Maltezos
was our vice president and general manager, midwest region.

Andrew B. Spence: Mr. Spence has served as our vice president, chief financial officer and treasurer since 2002.
Item 1A. Risk Factors

Our business is subject to numerous risks. We caution you that the following important factors, among others, could cause
our actual results to differ materially from those expressed in forward-looking statements made by us or on our behalfin filings
with the SEC, press releases, communications with investors and oral statements. Any or all of our forward-looking statements
in this Annual Report on Form 10-K and in any other public statements we make may turn out to be wrong. They can be
affected by inaccurate assumptions we might make or by known or unknown risks and uncertainties. Many factors mentioned in
the discussion below will be important in determining future results. Consequently, no forward-looking statement can be
guaranteed. Actual future results may differ materially from those anticipated in forward-looking statements. We undertake no
obligation to update any forward-looking statements, whether as a result of new information, future events or otherwise, except
to the extent required by applicable law. You should, however, consult any further disclosure we make in our reports filed with
the SEC.

Risks Related to Our Business

If demand for our energy efficiency and renewable energy solutions does not develop as we expect, our revenues will suffer
and our business will be harmed.

We believe, and our growth plans assume, that the market for energy efficiency and renewable energy solutions will
continue to grow, that we will increase our penetration of this market and that our revenues from selling into this market will
continue to increase over time. If our expectations as to the size of this market and our ability to sell our products and services
in this market are not correct, our revenues will suffer and our business will be harmed.



In order to secure contracts for new projects, we typically face a long and variable selling cycle that requires significant
resource commitments and requires a long lead time before we realize revenues.

The sales, design and construction process for energy efficiency and renewable energy projects recently has been taking
from 18 to 42 months on average, with sales to Federal Government and housing authority customers tending to require the
longest sales processes. Our existing and potential customers generally follow extended budgeting and procurement processes,
and sometimes must engage in regulatory approval processes, related to our services. Beginning in 2012, we have observed
increased use of outside consultants and advisors by our customers, which has resulted in a lengthening of the sales cycle. Most
of our potential customers issue an RFP, as part of their consideration of alternatives for their proposed project. In preparation
for responding to an RFP, we typically conduct a preliminary audit of the customer’s needs and the opportunity to reduce its
energy costs. For projects involving a renewable energy plant that is not located on a customer’s site or that uses sources of
energy not within the customer’s control, the sales process also involves the identification of sites with attractive sources of
renewable energy, such as a landfill or a site with high winds, and it may involve obtaining necessary rights and governmental
permits to develop a project on that site. If we are awarded a project, we then perform a more detailed audit of the customer’s
facilities, which serves as the basis for the final specifications of the project. We then must negotiate and execute a contract with
the customer. In addition, we or the customer typically need to obtain financing for the project.

This extended sales process requires the dedication of significant time by our sales and management personnel and our use
of significant financial resources, with no certainty of success or recovery of our related expenses. A potential customer may go
through the entire sales process and not accept our proposal. All of these factors can contribute to fluctuations in our quarterly
financial performance and increase the likelihood that our operating results in a particular quarter will fall below investor
expectations. These factors could also adversely affect our business, financial condition and operating results due to increased
spending by us that is not offset by increased revenues.

We may not recognize all revenues from our backlog or receive all payments anticipated under awarded projects and
customer contracts.

As of December 31, 2014, we had backlog of approximately $386.2 million in expected future revenues under signed
customer contracts for the installation or construction of projects, which we sometimes refer to as fully-contracted backlog; and
we also had been awarded projects for which we do not yet have signed customer contracts, which we sometimes refer to as
awarded projects, with estimated total future revenues of an additional $853.8 million. As of December 31, 2013, we had fully-
contracted backlog of approximately $361.9 million; and we also had awarded projects for which we had not yet have signed
customer contracts with estimated total future revenues of an additional $993.0 million. As of December 31, 2012, we had
fully-contracted backlog of approximately $367.4 million; and we also had been awarded projects for which we had not yet
signed customer contracts with estimated total future revenues of an additional $1,114.0 million.

Our customers have the right under some circumstances to terminate contracts or defer the timing of our services and their
payments to us. In addition, our government contracts are subject to the risks described below under “Provisions in government
contracts may harm our business, financial condition and operating results.” The payment estimates for projects that have been
awarded to us but for which we have not yet signed contracts have been prepared by management and are based upon a number
of assumptions, including that the size and scope of the awarded projects will not change prior to the signing of customer
contracts, that we or our customers will be able to obtain any necessary third-party financing for the awarded projects, and that
we and our customers will reach agreement on and execute contracts for the awarded projects. We are not always able to enter
into a contract for an awarded project on the terms proposed. As a result, we may not receive all of the revenues that we include
in the awarded projects component of our backlog or that we estimate we will receive under awarded projects. If we do not
receive all of the revenue we currently expect to receive, our future operating results will be adversely affected. In addition, a
delay in the receipt of revenues, even if such revenues are eventually received, may cause our operating results for a particular
quarter to fall below our expectations.

Our business depends in part on Federal, state, provincial and local government support for energy efficiency and
renewable energy, and a decline in such support could harm our business.

We depend in part on legislation and government policies that support energy efficiency and renewable energy projects that
enhance the economic feasibility of our energy efficiency services and small-scale renewable energy projects. This support
includes legislation and regulations that authorize and regulate the manner in which certain governmental entities do business
with us; encourage or subsidize governmental procurement of our services; encourage or in some cases require other customers
to procure power from renewable or low-emission sources, to reduce their electricity use or otherwise to procure our services;



and provide us with tax and other incentives that reduce our costs or increase our revenues. Without this support, on which
projects frequently rely for economic feasibility, our ability to complete projects for existing customers and obtain project
commitments from new customers could be adversely affected.

A significant decline in the fiscal health of Federal, state, provincial and local governments could reduce demand for our
energy efficiency and renewable energy projects.

Historically, including for the years ended December 31, 2014, 2013 and 2012, more than 80% of our revenues have been
derived from sales to Federal, state, provincial or local governmental entities, including public housing authorities and public
universities. We expect revenues from this market sector to continue to comprise a significant percentage of our revenues for
the forseeable future. A significant decline in the fiscal health of these existing and potential customers may make it difficult for
them to enter into contracts for our services or to obtain financing necessary to fund such contracts, or may cause them to seek
to renegotiate or terminate existing agreements with us.

Provisions in our government contracts may harm our business, financial condition and operating results.

A significant majority of our fully-contracted backlog and awarded projects is attributable to customers that are
government entities. Our contracts with the Federal Government and its agencies, and with state, provincial and local
governments, customarily contain provisions that give the government substantial rights and remedies, many of which are not
typically found in commercial contracts, including provisions that allow the government to:

* terminate existing contracts, in whole or in part, for any reason or no reason;
» reduce or modify contracts or subcontracts;

»  decline to award future contracts if actual or apparent organizational conflicts of interest are discovered, or to impose
organizational conflict mitigation measures as a condition of eligibility for an award;

» suspend or debar the contractor from doing business with the government or a specific government agency; and

*  pursue criminal or civil remedies under the False Claims Act, False Statements Act and similar remedy provisions
unique to government contracting.

Under general principles of government contracting law, if the government terminates a contract for convenience, the
terminated company may recover only its incurred or committed costs, settlement expenses and profit on work completed prior
to the termination. If the government terminates a contract for default, the defaulting company is entitled to recover costs
incurred and associated profits on accepted items only and may be liable for excess costs incurred by the government in
procuring undelivered items from another source. In most of our contracts with the Federal Government, the government has
agreed to make a payment to us in the event that it terminates the agreement early. The termination payment is designed to
compensate us for the cost of construction plus financing costs and profit on the work completed.

In ESPCs for governmental entities, the methodologies for computing energy savings may be less favorable than for non-
governmental customers and may be modified during the contract period. We may be liable for price reductions if the projected
savings cannot be substantiated.

In addition to the right of the Federal government to terminate its contracts with us, Federal Government contracts are
conditioned upon the continuing approval by Congress of the necessary spending to honor such contracts. Congress often
appropriates funds for a program on a September 30 fiscal-year basis even though contract performance may take more than
one year. Consequently, at the beginning of many major Governmental programs, contracts often may not be fully funded, and
additional monies are then committed to the contract only if, as and when appropriations are made by Congress for future fiscal
years. Similar practices are likely to also affect the availability of funding for our contracts with Canadian, as well as state,
provincial and local government entities. If one or more of our government contracts were terminated or reduced, or if
appropriations for the funding of one or more of our contracts is delayed or terminated, our business, financial condition and
operating results could be adversely affected.

Our senior credit facility and project financing term loans contain financial and operating restrictions that may limit our
business activities and our access to credit.

Provisions in our senior credit facility and project financing term loans impose customary restrictions on our and certain of
our subsidiaries’ business activities and uses of cash and other collateral. These agreements also contain other customary
covenants, including covenants that require us to meet specified financial ratios and financial tests.



We have a $60 million, subject to the quarter end ratio covenant described below, revolving senior secured credit facility
that matures in June 2016. This facility may not be sufficient to meet our needs as our business grows, and we may be unable to
extend or replace it on acceptable terms, or at all. Availability under the revolving credit facility is based on 2.0 times our
EBITDA for the preceding four quarters and we are required to maintain a minimum EBITDA of $27.0 million over the trailing
four consecutive fiscal quarters and a maximum ratio of total funded debt to EBITDA of 2.0 to 1.0. EBITDA for purposes of the
facility excludes the results of renewable energy projects that we own and for which financing from others remains outstanding.

In addition, our project financing term loans require us to comply with a variety of financial and operational covenants.

Although we do not consider it likely that we will fail to comply with any of these covenants for the next twelve months,
we cannot assure that we will be able to do so. Our failure to comply with these covenants may result in the declaration of an
event of default and cause us to be unable to borrow under our credit facility. In addition to preventing additional borrowings
under this facility, an event of default, if not cured or waived, may result in the acceleration of the maturity of indebtedness
outstanding under it or the applicable project financing term loan, which would require us to pay all amounts outstanding. If an
event of default occurs, we may not be able to cure it within any applicable cure period, if at all. If the maturity of our
indebtedness is accelerated, we may not have sufficient funds available for repayment or we may not have the ability to borrow
or obtain sufficient funds to replace the accelerated indebtedness on terms acceptable to us or at all.

The projects we undertake for our customers generally require significant capital, which our customers or we may finance
through third parties, and such financing may not be available to our customers or to us on favorable terms, if at all.

Our projects for customers are typically financed by third parties. For small-scale renewable energy plants that we own, we
typically rely on a combination of our working capital and debt to finance construction costs. If we or our customers are unable
to raise funds on acceptable terms when needed, we may be unable to secure customer contracts, the size of contracts we do
obtain may be smaller or we could be required to delay the development and construction of projects, reduce the scope of those
projects or otherwise restrict our operations. Any inability by us or our customers to raise the funds necessary to finance our
projects could materially harm our business, financial condition and operating results.

Our business is affected by seasonal trends and construction cycles, and these trends and cycles could have an adverse effect
on our operating results.

We are subject to seasonal fluctuations and construction cycles, particularly in climates that experience colder weather
during the winter months, such as the northern United States and Canada, or at educational institutions, where large projects are
typically carried out during summer months when their facilities are unoccupied. In addition, government customers, many of
which have fiscal years that do not coincide with ours, typically follow annual procurement cycles and appropriate funds on a
fiscal-year basis even though contract performance may take more than one year. Further, government contracting cycles can be
affected by the timing of, and delays in, the legislative process related to government programs and incentives that help drive
demand for energy efficiency and renewable energy projects. As a result, our revenues and operating income in the third quarter
are typically higher, and our revenues and operating income in the first quarter are typically lower, than in other quarters of the
year. As a result of such fluctuations, we may occasionally experience declines in revenue or earnings as compared to the
immediately preceding quarter, and comparisons of our operating results on a period-to-period basis may not be meaningful.

We may have exposure to additional tax liabilities and our effective tax rate may increase or fluctuate, which could increase
our income tax expense and reduce our net income.

Our provision for income taxes is subject to volatility and could be adversely affected by changes in tax laws or
regulations, particularly changes in tax incentives in support of energy efficiency. For example, certain deductions relating to
energy efficiency expired at the end of the year in 2014; and certain investment credits relating to energy efficiency are
scheduled to expire at the end of the year in 2016. Further, there are increasing calls for “comprehensive tax reform,” which
could significantly alter the existing tax code, including the removal of these credits prior to their scheduled expiration. If these
deductions are not reinstated, or these credits expire without being extended, or otherwise are eliminated, our effective tax rate
would increase, which could increase our income tax expense and reduce our net income.

In addition, like other companies, we may be subject to examination of our income tax returns by the U.S. Internal
Revenue Service and other tax authorities; our U.S. Federal tax returns for 2009 through 2013 are currently under audit.
Though we regularly assess the likelihood of adverse outcomes from such examinations and the adequacy of our provision for
income taxes, there can be no assurance that such provision is sufficient and that a determination by a tax authority will not
have an adverse effect on our net income.



Changes in the laws and regulations governing the public procurement of ESPCs could have a material impact on our
business.

We derive a significant amount of our revenue from ESPCs with our government customers. While federal, state and local
government rules governing such contracts vary, such rules may, for example, permit the funding of such projects through long-
term financing arrangements; permit long-term payback periods from the savings realized through such contracts; allow units of
government to exclude debt related to such projects from the calculation of their statutory debt limitation; allow for award of
contracts on a “best value” instead of “lowest cost” basis; and allow for the use of sole source providers. To the extent these
rules become more restrictive in the future, our business could be harmed.

Failure of third parties to manufacture quality products or provide reliable services in a timely manner could cause delays
in the delivery of our services and completion of our projects, which could damage our reputation, have a negative impact
on our relationships with our customers and adversely affect our growth.

Our success depends on our ability to provide services and complete projects in a timely manner, which in part depends on
the ability of third parties to provide us with timely and reliable products and services. In providing our services and completing
our projects, we rely on products that meet our design specifications and components manufactured and supplied by third
parties, as well as on services performed by subcontractors.We also rely on subcontractors to perform substantially all of the
construction and installation work related to our projects; and we often need to engage subcontractors with whom we have no
experience for our projects.

If any of our subcontractors are unable to provide services that meet or exceed our customers’ expectations or satisfy our
contractual commitments, our reputation, business and operating results could be harmed. In addition, if we are unable to avail
ourselves of warranty and other contractual protections with providers of products and services, we may incur liability to our
customers or additional costs related to the affected products and components, which could have a material adverse effect on
our business, financial condition and operating results. Moreover, any delays, malfunctions, inefficiencies or interruptions in
these products or services could adversely affect the quality and performance of our solutions and require considerable expense
to establish alternate sources for such products and services. This could cause us to experience difficulty retaining current
customers and attracting new customers, and could harm our brand, reputation and growth.

We may have liability to our customers under our ESPCs if our projects fail to deliver the energy use reductions to which we
are committed under the contract.

For our energy efficiency projects, we typically enter into ESPCs under which we commit that the projects will satisfy
agreed-upon performance standards appropriate to the project. These commitments are typically structured as guarantees of
increased energy efficiency that are based on the design, capacity, efficiency or operation of the specific equipment and systems
we install. Our commitments generally fall into three categories: pre-agreed, equipment-level and whole building-level. Under
a pre-agreed efficiency commitment, our customer reviews the project design in advance and agrees that, upon or shortly after
completion of installation of the specified equipment comprising the project, the pre-agreed increase in energy efficiency will
have been met. Under an equipment-level commitment, we commit to a level of increased energy efficiency based on the
difference in use measured first with the existing equipment and then with the replacement equipment upon completion of
installation. A whole building-level commitment requires measurement and verification of increased energy efficiency for a
whole building, often based on readings of the utility meter where usage is measured. Depending on the project, the
measurement and verification may be required only once, upon installation, based on an analysis of one or more sample
installations, or may be required to be repeated at agreed upon intervals generally over periods of up to 20 years.

Under our contracts, we typically do not take responsibility for a wide variety of factors outside our control and exclude or
adjust for such factors in commitment calculations. These factors include variations in energy prices and utility rates, weather,
facility occupancy schedules, the amount of energy-using equipment in a facility, and failure of the customer to operate or
maintain the project properly. We rely in part on warranties from our equipment suppliers and subcontractors to back-stop the
warranties we provide to our customers and, where appropriate, pass on the warranties to our customers. However, the
warranties we provide to our customers are sometimes broader in scope or longer in duration than the corresponding warranties
we receive from our suppliers and subcontractors, and we bear the risk for any differences, as well as the risk of warranty
default by our suppliers and subcontractors.

Typically, our performance commitments apply to the aggregate overall performance of a project rather than to individual
energy efficiency measures. Therefore, to the extent an individual measure underperforms, it may be offset by other measures
that overperform during the same period. In the event that an energy efficiency project does not perform according to the
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agreed-upon specifications, our agreements typically allow us to satisfy our obligation by adjusting or modifying the installed
equipment, installing additional measures to provide substitute energy savings, or paying the customer for lost energy savings
based on the assumed conditions specified in the agreement. However, we may incur additional or increased liabilities or
expenses under our ESPCs in the future. Such liabilities or expenses could be substantial, and they could materially harm our
business, financial condition or operating results. In addition, any disputes with a customer over the extent to which we bear
responsibility to improve performance or make payments to the customer may diminish our prospects for future business from
that customer or damage our reputation in the marketplace.

We may assume responsibility under customer contracts for factors outside our control, including, in connection with some
customer projects, the risk that fuel prices will increase.

We typically do not take responsibility under our contracts for a wide variety of factors outside our control. We have,
however, in a limited number of contracts assumed some level of risk and responsibility for certain factors — sometimes only
to the extent that variations exceed specified thresholds — and may also do so under certain contracts in the future, particularly
in our contracts for renewable energy projects. For example, under a contract for the construction and operation of a
cogeneration facility at the U.S. Department of Energy Savannah River Site in South Carolina, a subsidiary of ours is exposed
to the risk that the price of the biomass that will be used to fuel the cogeneration facility may rise during the 19-year
performance period of the contract. Several provisions in that contract mitigate the price risk. In addition, although we typically
structure our contracts so that our obligation to supply a customer with LFG, electricity or steam, for example, does not exceed
the quantity produced by the production facility, in some circumstances we may commit to supply a customer with specified
minimum quantities based on our projections of the facility’s production capacity. In such circumstances, if we are unable to
meet such commitments, we may be required to incur additional costs or face penalties. Despite the steps we have taken to
mitigate risks under these and other contracts, such steps may not be sufficient to avoid the need to incur increased costs to
satisfy our commitments, and such costs could be material. Increased costs that we are unable to pass through to our customers
could have a material adverse effect on our operating results.

Our business depends on experienced and skilled personnel and substantial specialty subcontractor resources, and if we lose
key personnel or if we are unable to attract and integrate additional skilled personnel, it will be more difficult for us to
manage our business and complete projects.

The success of our business and construction projects depend in large part on the skill of our personnel and on trade labor
resources, including with certain specialty subcontractor skills. Competition for personnel, particularly those with expertise in
the energy services and renewable energy industries, is high. In the event we are unable to attract, hire and retain the requisite
personnel and subcontractors, we may experience delays in completing projects in accordance with project schedules and
budgets. Further, any increase in demand for personnel and specialty subcontractors may result in higher costs, causing us to
exceed the budget on a project. Either of these circumstances may have an adverse effect on our business, financial condition
and operating results, harm our reputation among and relationships with our customers and cause us to curtail our pursuit of
new projects.

Our future success is particularly dependent on the vision, skills, experience and effort of our senior management team,
including our executive officers and our founder, principal stockholder, president and chief executive officer, George P.
Sakellaris. If we were to lose the services of any of our executive officers or key employees, our ability to effectively manage
our operations and implement our strategy could be harmed and our business may suffer.

If we cannot obtain surety bonds and letters of credit, our ability to operate may be restricted.

Federal and state laws require us to secure the performance of certain long-term obligations through surety bonds and
letters of credit. In addition, we are occasionally required to provide bid bonds or performance bonds to secure our
performance under energy efficiency contracts. In the future, we may have difficulty procuring or maintaining surety bonds or
letters of credit, and obtaining them may become more expensive, require us to post cash collateral or otherwise involve
unfavorable terms. Because we are sometimes required to have performance bonds or letters of credit in place before projects
can commence or continue, our failure to obtain or maintain those bonds and letters of credit would adversely affect our ability
to begin and complete projects, and thus could have a material adverse effect on our business, financial condition and operating
results.
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We operate in a highly competitive industry, and our current or future competitors may be able to compete more effectively
than we do, which could have a material adverse effect on our business, revenues, growth rates and market share.

Our industry is highly competitive, with many companies of varying size and business models, many of which have their
own proprietary technologies, competing for the same business as we do. Many of our competitors have longer operating
histories and greater resources than us, and could focus their substantial financial resources to develop a competitive advantage.
Our competitors may also offer energy solutions at prices below cost, devote significant sales forces to competing with us or
attempt to recruit our key personnel by increasing compensation, any of which could improve their competitive positions. Any
of these competitive factors could make it more difficult for us to attract and retain customers, cause us to lower our prices in
order to compete, and reduce our market share and revenues, any of which could have a material adverse effect on our financial
condition and operating results. We can provide no assurance that we will continue to effectively compete against our current
competitors or additional companies that may enter our markets.

In addition, we may also face competition based on technological developments that reduce demand for electricity, increase
power supplies through existing infrastructure or that otherwise compete with our products and services. We also encounter
competition in the form of potential customers electing to develop solutions or perform services internally rather than engaging
an outside provider such as us.

We may be unable to complete or operate our projects on a profitable basis or as we have committed to our customers.

Development, installation and construction of our energy efficiency and renewable energy projects, and operation of our
renewable energy projects, entails many risks, including:

» failure to receive critical components and equipment that meet our design specifications and can be delivered on
schedule;

» failure to obtain all necessary rights to land access and use;

» failure to receive quality and timely performance of third-party services;

* increases in the cost of labor, equipment and commodities needed to construct or operate projects;
»  permitting and other regulatory issues, license revocation and changes in legal requirements;

»  shortages of equipment or skilled labor;

* unforeseen engineering problems;

» failure of a customer to accept or pay for renewable energy that we supply;

» weather interferences, catastrophic events including fires, explosions, earthquakes, droughts and acts of terrorism; and
accidents involving personal injury or the loss of life;

* labor disputes and work stoppages;
*  mishandling of hazardous substances and waste; and
»  other events outside of our control.

Any of these factors could give rise to construction delays and construction and other costs in excess of our expectations.
This could prevent us from completing construction of our projects, cause defaults under our financing agreements or under
contracts that require completion of project construction by a certain time, cause projects to be unprofitable for us, or otherwise
impair our business, financial condition and operating results.

Our small-scale renewable energy plants may not generate expected levels of output.

The small-scale renewable energy plants that we construct and own are subject to various operating risks that may cause
them to generate less than expected amounts of processed LFG, electricity or thermal energy. These risks include a failure or
degradation of our, our customers’ or utilities’ equipment; an inability to find suitable replacement equipment or parts; less than
expected supply of the plant’s source of renewable energy, such as LFG or biomass; or a faster than expected diminishment of
such supply. Any extended interruption in the plant’s operation, or failure of the plant for any reason to generate the expected
amount of output, could have a material adverse effect on our business and operating results. In addition, we have in the past,
and could in the future, incur material asset impairment charges if any of our renewable energy plants incurs operational issues
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that indicate that our expected future cash flows from the plant are less than its carrying value. Any such impairment charge
could have a material adverse effect on our operating results in the period in which the charge is recorded.

We plan to expand our business in part through future acquisitions, but we may not be able to identify or complete suitable
acquisitions.

Historically, acquisitions have been a significant part of our growth strategy. We plan to continue to use acquisitions of
companies or assets to expand our project skill-sets and capabilities, expand our geographic markets, add experienced
management and increase our product and service offerings. However, we may be unable to implement this growth strategy if
we cannot identify suitable acquisition candidates, reach agreement with acquisition targets on acceptable terms or arrange
required financing for acquisitions on acceptable terms. In addition, the time and effort involved in attempting to identify
acquisition candidates and consummate acquisitions may divert members of our management from the operations of our
company.

Any future acquisitions that we may make could disrupt our business, cause dilution to our stockholders and harm our
business, financial condition or operating results.

If we are successful in consummating acquisitions, those acquisitions could subject us to a number of risks, including:

» the purchase price we pay could significantly deplete our cash reserves or result in dilution to our existing
stockholders;

* we may find that the acquired company or assets do not improve our customer offerings or market position as planned;
* we may have difficulty integrating the operations and personnel of the acquired company;

*  key personnel and customers of the acquired company may terminate their relationships with the acquired company as
a result of the acquisition;

* we may experience additional financial and accounting challenges and complexities in areas such as tax planning and
financial reporting;

* we may incur additional costs and expenses related to complying with additional laws, rules or regulations in new
jurisdictions;

*  we may assume or be held liable for risks and liabilities (including for environmental-related costs) as a result of our
acquisitions, some of which we may not discover during our due diligence or adequately adjust for in our acquisition
arrangements;

*  our ongoing business and management’s attention may be disrupted or diverted by transition or integration issues and
the complexity of managing geographically or culturally diverse enterprises;

* we may incur one-time write-offs or restructuring charges in connection with the acquisition;

* we may acquire goodwill and other intangible assets that are subject to amortization or impairment tests, which could
result in future charges to earnings; and

* we may not be able to realize the cost savings or other financial benefits we anticipated.
These factors could have a material adverse effect on our business, financial condition and operating results.

We need governmental approvals and permits, and we typically must meet specified qualifications, in order to undertake our
energy efficiency projects and construct, own and operate our small-scale renewable energy projects, and any failure to do
so would harm our business.

The design, construction and operation of our energy efficiency and small-scale renewable energy projects require various
governmental approvals and permits, and may be subject to the imposition of related conditions that vary by jurisdiction. In
some cases, these approvals and permits require periodic renewal. We cannot predict whether all permits required for a given
project will be granted or whether the conditions associated with the permits will be achievable. The denial of a permit essential
to a project or the imposition of impractical conditions would impair our ability to develop the project. In addition, we cannot
predict whether the permits will attract significant opposition or whether the permitting process will be lengthened due to
complexities and appeals. Delay in the review and permitting process for a project can impair or delay our ability to develop
that project or increase the cost so substantially that the project is no longer attractive to us. We have experienced delays in
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developing our projects due to delays in obtaining permits and may experience delays in the future. If we were to commence
construction in anticipation of obtaining the final, non-appealable permits needed for that project, we would be subject to the
risk of being unable to complete the project if all the permits were not obtained. If this were to occur, we would likely lose a
significant portion of our investment in the project and could incur a loss as a result. Further, the continued operations of our
projects require continuous compliance with permit conditions. This compliance may require capital improvements or result in
reduced operations. Any failure to procure, maintain and comply with necessary permits would adversely affect ongoing
development, construction and continuing operation of our projects.

In addition, the projects we perform for governmental agencies are governed by particular qualification and contracting
regimes. Certain states require qualification with an appropriate state agency as a precondition to performing work or appearing
as a qualified energy service provider for state, county and local agencies within the state. For example, the Commonwealth of
Massachusetts and the states of Colorado and Washington pre-qualify energy service providers and provide contract documents
that serve as the starting point for negotiations with potential governmental clients. Most of the work that we perform for the
Federal Government is performed under IDIQ agreements between a government agency and us or a subsidiary. These IDIQ
agreements allow us to contract with the relevant agencies to implement energy projects, but no work may be performed unless
we and the agency agree on a task order or delivery order governing the provision of a specific project. The government
agencies enter into contracts for specific projects on a competitive basis. We and our subsidiaries and affiliates are currently
party to an IDIQ agreement with the U.S. Department of Energy that expires in 2019. If we are unable to maintain or renew our
IDIQ qualification under the U.S. Department of Energy program for ESPCs, or similar Federal or state qualification regimes,
our business could be materially harmed.

Many of our small-scale renewable energy projects are, and other future projects may be, subject to or affected by U.S.
Federal energy regulation or other regulations that govern the operation, ownership and sale of the facility, or the sale of
electricity from the facility.

PUHCA and the FPA regulate public utility holding companies and their subsidiaries and place constraints on the conduct
of their business. The FPA regulates wholesale sales of electricity and the transmission of electricity in interstate commerce by
public utilities. Under PURPA, all of our current small-scale renewable energy projects are small power “qualifying
facilities” (facilities meeting statutory size, fuel and filing requirements) that are exempt from regulations under PUHCA, most
provisions of the FPA and state rate and financial regulation. None of our renewable energy projects are currently subject to rate
regulation for wholesale power sales by the Federal Energy Regulatory Commission (“FERC”) under the FPA, but certain of
our projects that are under construction or development could become subject to such regulation in the future. Also, we may
acquire interests in or develop generating projects that are not qualifying facilities. Non-qualifying facility projects would be
fully subject to FERC corporate and rate regulation, and would be required to obtain FERC acceptance of their rate schedules
for wholesale sales of energy, capacity and ancillary services, which requires substantial disclosures to and discretionary
approvals from FERC. FERC may revoke or revise an entity’s authorization to make wholesale sales at negotiated, or market-
based, rates if FERC determines that we can exercise market power in transmission or generation, create barriers to entry or
engage in abusive affiliate transactions or market manipulation. In addition, many public utilities (including any non-qualifying
facility generator in which we may invest) are subject to FERC reporting requirements that impose administrative burdens and
that, if violated, can expose the company to civil penalties or other risks.

All of our wholesale electric power sales are subject to certain market behavior rules. These rules change from time to
time, by virtue of FERC rulemaking proceedings and FERC-ordered amendments to utilities’ or power pools’ FERC tariffs. If
we are deemed to have violated these rules, we will be subject to potential disgorgement of profits associated with the violation
and/or suspension or revocation of our market-based rate authority, as well as potential criminal and civil penalties. If we were
to lose market-based rate authority for any non-qualifying facility project we may acquire or develop in the future, we would be
required to obtain FERC’s acceptance of a cost-based rate schedule and could become subject to, among other things, the
burdensome accounting, record keeping and reporting requirements that are imposed on public utilities with cost-based rate
schedules. This could have an adverse effect on the rates we charge for power from our projects and our cost of regulatory
compliance.

Wholesale electric power sales are subject to increasing regulation. The terms and conditions for power sales, and the right
to enter and remain in the wholesale electric sector, are subject to FERC oversight. Due to major regulatory restructuring
initiatives at the Federal and state levels, the U.S. electric industry has undergone substantial changes over the past decade. We
cannot predict the future design of wholesale power markets or the ultimate effect ongoing regulatory changes will have on our
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business. Other proposals to further regulate the sector may be made and legislative or other attention to the electric power
market restructuring process may delay or reverse the movement towards competitive markets.

If we become subject to additional regulation under PUHCA, FPA or other regulatory frameworks, if existing regulatory
requirements become more onerous, or if other material changes to the regulation of the electric power markets take place, our
business, financial condition and operating results could be adversely affected.

Compliance with environmental laws could adversely affect our operating results.

Costs of compliance with Federal, state, provincial, local and other foreign existing and future environmental regulations
could adversely affect our cash flow and profitability. We are required to comply with numerous environmental laws and
regulations and to obtain numerous governmental permits in connection with energy efficiency and renewable energy projects,
and we may incur significant additional costs to comply with these requirements. If we fail to comply with these requirements,
we could be subject to civil or criminal liability, damages and fines. Existing environmental regulations could be revised or
reinterpreted and new laws and regulations could be adopted or become applicable to us or our projects, and future changes in
environmental laws and regulations could occur. These factors may materially increase the amount we must invest to bring our
projects into compliance and impose additional expense on our operations.

In addition, private lawsuits or enforcement actions by Federal, state, provincial and/or foreign regulatory agencies may
materially increase our costs. Certain environmental laws make us potentially liable on a joint and several basis for the
remediation of contamination at or emanating from properties or facilities we currently or formerly owned or operated or
properties to which we arranged for the disposal of hazardous substances. Such liability is not limited to the cleanup of
contamination we actually caused. Although we seek to obtain indemnities against liabilities relating to historical contamination
at the facilities we own or operate, we cannot provide any assurance that we will not incur liability relating to the remediation
of contamination, including contamination we did not cause.

We may not be able to obtain or maintain, from time to time, all required environmental regulatory approvals. A delay in
obtaining any required environmental regulatory approvals or failure to obtain and comply with them could adversely affect our
business and operating results.

International expansion is one of our growth strategies, and international operations will expose us to additional risks that
we do not face in the United States, which could have an adverse effect on our operating results.

We generate a significant portion of our revenues from operations in Canada, and although we are engaged in overseas
projects for the U.S. Department of Defense, we currently derive a small amount of revenues from outside of North America.
However, international expansion is one of our growth strategies, and we expect our revenues and operations outside of North
America will expand in the future. These operations will be subject to a variety of risks that we do not face in the United States,
and that we may face only to a limited degree in Canada, including:

*  building and managing highly experienced foreign workforces and overseeing and ensuring the performance of foreign
subcontractors;

* increased travel, infrastructure and legal and compliance costs associated with multiple international locations;

» additional withholding taxes or other taxes on our foreign income, and tariffs or other restrictions on foreign trade or
investment;

» imposition of, or unexpected adverse changes in, foreign laws or regulatory requirements, many of which differ from
those in the United States;

* increased exposure to foreign currency exchange rate risk;

* longer payment cycles for sales in some foreign countries and potential difficulties in enforcing contracts and
collecting accounts receivable;

» difficulties in repatriating overseas earnings;
» general economic conditions in the countries in which we operate; and

»  political unrest, war, incidents of terrorism, or responses to such events.
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Our overall success in international markets will depend, in part, on our ability to succeed in differing legal, regulatory,
economic, social and political conditions. We may not be successful in developing and implementing policies and strategies that
will be effective in managing these risks in each country where we do business. Our failure to manage these risks successfully
could harm our international operations, reduce our international sales and increase our costs, thus adversely affecting our
business, financial condition and operating results.

Changes in utility regulation and tariffs could adversely affect our business.

Our business is affected by regulations and tariffs that govern the activities and rates of utilities. For example, utility
companies are commonly allowed by regulatory authorities to charge fees to some business customers for disconnecting from
the electric grid or for having the capacity to use power from the electric grid for back-up purposes. These fees could increase
the cost to our customers of taking advantage of our services and make them less desirable, thereby harming our business,
financial condition and operating results. Our current generating projects are all operated as qualifying facilities. FERC
regulations under the FPA confer upon these facilities key rights to interconnection with local utilities, and can entitle
qualifying facilities to enter into power purchase agreements with local utilities, from which the qualifying facilities benefit.
Changes to these Federal laws and regulations could increase our regulatory burdens and costs, and could reduce our revenues.
State regulatory agencies could award renewable energy certificates or credits that our electric generation facilities produce to
our power purchasers, thereby reducing the power sales revenues we otherwise would earn. In addition, modifications to the
pricing policies of utilities could require renewable energy systems to charge lower prices in order to compete with the price of
electricity from the electric grid and may reduce the economic attractiveness of certain energy efficiency measures.

Some of the demand-reduction services we provide for utilities and institutional clients are subject to regulatory tariffs
imposed under Federal and state utility laws. In addition, the operation of, and electrical interconnection for, our renewable
energy projects are subject to Federal, state or provincial interconnection and Federal reliability standards that are also set forth
in utility tariffs. These tariffs specify rules, business practices and economic terms to which we are subject. The tariffs are
drafted by the utilities and approved by the utilities’ state and Federal regulatory commissions. These tariffs change frequently
and it is possible that future changes will increase our administrative burden or adversely affect the terms and conditions under
which we render service to our customers.

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

We are subject to numerous health and safety laws and regulations in each of the jurisdictions in which we operate. These
laws and regulations require us to obtain and maintain permits and approvals and implement health and safety programs and
procedures to control risks associated with our projects. Compliance with those laws and regulations can require us to incur
substantial costs. Moreover, if our compliance programs are not successful, we could be subject to penalties or to revocation of
our permits, which may require us to curtail or cease operations of the affected projects. Violations of laws, regulations and
permit requirements may also result in criminal sanctions or injunctions.

Health and safety laws, regulations and permit requirements may change or become more stringent. Any such changes
could require us to incur materially higher costs than we currently have. Our costs of complying with current and future health
and safety laws, regulations and permit requirements, and any liabilities, fines or other sanctions resulting from violations of
them, could adversely affect our business, financial condition and operating results.

If our subsidiaries default on their obligations under their debt instruments, we may need to make payments to lenders to
prevent foreclosure on the collateral securing the debt.

We typically set up subsidiaries to own and finance our renewable energy projects. These subsidiaries incur various types
of debt which can be used to finance one or more projects. This debt is typically structured as non-recourse debt, which means
it is repayable solely from the revenues from the projects financed by the debt and is secured by such projects’ physical assets,
major contracts and cash accounts and a pledge of our equity interests in the subsidiaries involved in the projects. Although our
subsidiary debt is typically non-recourse to Ameresco, if a subsidiary of ours defaults on such obligations, or if one project out
of several financed by a particular subsidiary’s indebtedness encounters difficulties or is terminated, then we may from time to
time determine to provide financial support to the subsidiary in order to maintain rights to the project or otherwise avoid the
adverse consequences of a default. In the event a subsidiary defaults on its indebtedness, its creditors may foreclose on the
collateral securing the indebtedness, which may result in our losing our ownership interest in some or all of the subsidiary’s
assets. The loss of our ownership interest in a subsidiary or some or all of a subsidiary’s assets could have a material adverse
effect on our business, financial condition and operating results.
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We are exposed to the credit risk of some of our customers.

Most of our revenues are derived under multi-year or long-term contracts with our customers, and our revenues are
therefore dependent to a large extent on the creditworthiness of our customers. During periods of economic downturn, our
exposure to credit risks from our customers increases, and our efforts to monitor and mitigate the associated risks may not be
effective in reducing our credit risks. In the event of non-payment by one or more of our customers, our business, financial
condition and operating results could be adversely affected.

Fluctuations in foreign currency exchange rates can impact our results.

A significant portion of our total revenues are generated by our Canadian subsidiary, Ameresco Canada. Changes in
exchange rates between the Canadian dollar and the U.S. dollar may adversely affect our operating results.

Risks Related to Ownership of Our Class A Common Stock
The trading price of our Class A common stock is volatile.

The trading price of our Class A common stock is volatile and could be subject to wide fluctuations. In addition, if the
stock market in general experiences a significant decline, the trading price of our Class A common stock could decline for
reasons unrelated to our business, financial condition or operating results. Some companies that have had volatile market prices
for their securities have had securities class actions filed against them. If a suit were filed against us, regardless of its merits or
outcome, it would likely result in substantial costs and divert management’s attention and resources. This could have a material
adverse effect on our business, operating results and financial condition.

Holders of our Class A common stock are entitled to one vote per share, and holders of our Class B common stock are
entitled to five votes per share. The lower voting power of our Class A common stock may negatively affect the attractiveness
of our Class A common stock to investors and, as a result, its market value.

We have two classes of common stock: Class A common stock, which is listed on the NYSE and which is entitled to one
vote per share, and Class B common stock, which is not listed on the any security exchange and is entitled to five votes per
share. The difference in the voting power of our Class A and Class B common stock could diminish the market value of our
Class A common stock because of the superior voting rights of our Class B common stock and the power those rights confer.

For the foreseeable future, Mr. Sakellaris or his affiliates will be able to control the selection of all members of our board of
directors, as well as virtually every other matter that requires stockholder approval, which will severely limit the ability of
other stockholders to influence corporate matters.

Except in certain limited circumstances required by applicable law, holders of Class A and Class B common stock vote
together as a single class on all matters to be voted on by our stockholders. Mr. Sakellaris, our founder, principal stockholder,
president and chief executive officer, owns all of our Class B common stock, which, together with his Class A common stock,
represents approximately 79% of the combined voting power of our outstanding Class A and Class B common stock. Under our
restated certificate of incorporation, holders of shares of Class B common stock may generally transfer those shares to family
members, including spouses and descendants or the spouses of such descendants, as well as to affiliated entities, without having
the shares automatically convert into shares of Class A common stock. Therefore, Mr. Sakellaris, his affiliates, and his family
members and descendants will, for the foreseeable future, be able to control the outcome of the voting on virtually all matters
requiring stockholder approval, including the election of directors and significant corporate transactions such as an acquisition
of our company, even if they come to own, in the aggregate, as little as 20% of the economic interest of the outstanding shares
of our Class A and Class B common stock. Moreover, these persons may take actions in their own interests that you or our
other stockholders do not view as beneficial.
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Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

Our corporate headquarters is located in Framingham, Massachusetts, where we occupy approximately 23,000 square feet
under a lease expiring on June 30, 2017. We occupy nine regional offices in Tempe, Arizona; Islandia, New York; Oak Brook,
Illinois; Columbia, Maryland; Charlotte, North Carolina; Knoxville, Tennessee; Tomball, Texas; Spokane, Washington and
North York, Ontario, each less than 25,000 square feet, under lease or sublease agreements. In addition, we lease space,
typically less space, for 58 field offices throughout North America and Hawaii. We also own 45 small-scale renewable energy
plants throughout North America, which are located on leased sites or sites provided by customers. We expect to add new
facilities and expand existing facilities as we continue to add employees and expand our business into new geographic areas.

Item 3. Legal Proceedings

In the ordinary conduct of our business we are subject to periodic lawsuits, investigations and claims. Although we cannot
predict with certainty the ultimate resolution of such lawsuits, investigations and claims against us, we do not believe that any
currently pending or threatened legal proceedings to which we are a party will have a material adverse effect on our business,
results of operations or financial condition.

For additional information about certain proceedings, please refer to Note 12, “Commitments and Contingencies”, to our
Consolidated Financial Statements included in this report, which is incorporated into this item by reference.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Item S. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Our Class A common stock trades on the New York Stock Exchange under the symbol “AMRC”. The following table sets
forth, for the fiscal quarters indicated, the high and low sale prices per share of our Class A common stock.

2014 2013
High Low High Low
FArst QUATTET ........oveveeeeeeee e $ 10.81 $ 741 $ 10.13  $ 6.56
Second QUATTET ........c.eeeevieeeiiirieeie et 7.79 5.67 9.82 6.90
Third QUATET .......oovievieiieeiicieeieeeeeee e 8.93 6.39 10.34 8.00
Fourth Quarter ...........cccooeveeiiiiieeiece e 8.38 6.59 10.85 8.33

The closing sale price of our Class A common stock was $6.39 on March 2, 2014, and according to the records of our
transfer agent, there were 14 shareholders of record of our Class A common stock on that date. A substantially greater number
of holders of our Class A common stock are “street name” or beneficial holders, whose shares are held of record by banks,
brokers, and other financial institutions.

Our Class B common stock is not publicly traded and is held of record by George P. Sakellaris, our founder, principal
stockholder, president and chief executive officer, and the Ameresco 2010 Annuity Trust, of which Mr. Sakellaris is trustee and
the sole beneficiary.

Dividend Policy

We have never declared or paid any cash dividends on our capital stock. We currently intend to retain earnings, if any, to
finance the growth and development of our business and do not expect to pay any cash dividends for the foreseeable future. Our
revolving senior secured credit facility contains provisions that limit our ability to declare and pay cash dividends during the
term of that agreement. Payment of future dividends, if any, will be at the discretion of our board of directors and will depend
on our financial condition, results of operations, capital requirements, restrictions contained in current or future financing
instruments, provisions of applicable law and other factors our board of directors deems relevant.

Stock Performance Graph

The following performance graph and related information shall not be deemed “soliciting material” or to be “filed” with the
SEC, nor shall such information be incorporated by reference into any future filing under the Securities Act of 1933 (the
“Securities Act”) or the Exchange Act, except to the extent that we specifically incorporate it by reference into such filing.

The following graph compares the cumulative total return attained by shareholders on our Class A common stock relative
to the cumulative total returns of the Russell 2000 index and the NASDAQ Clean Edge Green Energy index. An investment of
$100 (with reinvestment of all dividends) is assumed to have been made in our Class A common stock on July 22, 2010, and in
each of the indexes on June 30, 2010 and its relative performance is tracked through December 31, 2014.
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COMPARISON OF FOUR-YEAR CUMULATIVE TOTAL RETURN*
Among Ameresco, Inc., the Russell 2000 Index
and the NASDAQ Clean Edge Green Energy Index
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*$100 invested on July 22, 2010 in our Class A common stock or June 30, 2010 in respective index, including reinvestment of

dividends. Fiscal year ending December 31, 2014.

7/22/2010 12/31/2010  12/31/2011  12/31/2012  12/31/2013  12/31/2014
Ameresco, INC. ......coceviriiniiiiiniiiiciccccece e $100.00 $141.20 $134.91 $96.46 $94.99 $68.83
Russell 2000 IndeX.......cocceveriererieninieniieieneececeee e $100.00 $129.38  §123.98  §144.25 $200.24  $210.05
NASDAQ Clean Edge Green Energy Index.................... $100.00  $121.20 $74.10 $76.28  $141.77  $147.05

Shareholder returns over the indicated period should not be considered indicative of future shareholder returns.
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Item 6. Selected Financial Data

You should read the following selected consolidated financial data in conjunction with Item 7 “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the related notes
appearing in Item 8 “Financial Statements and Supplementary Data” of this Annual Report on Form 10-K. We prepare our
financial statements in conformity with accounting principles generally accepted in the United States of America (“GAAP”).

We derived the consolidated statements of income data for the years ended December 31, 2014, 2013, and 2012 and the
consolidated balance sheet data at December 31, 2014 and 2013 from our audited consolidated financial statements appearing
in Item 8 of this Annual Report on Form 10-K. We derived the consolidated statements of income data for the years ended
December 31, 2011 and 2010, and the consolidated balance sheet data at December 31, 2012, 2011, and 2010, from our audited
consolidated financial statements that are not included in this Annual Report on Form 10-K. Our historical results are not
necessarily indicative of the results to be expected in any future period.

Year Ended December 31,
2014 2013 2012 2011 2010
(In thousands, except share and per share data)

Consolidated Statements of Income Data:
Revenues(1) ....cooovvevvieeerieeiesiecieieee e $ 593241 § 574,171 § 631,171 § 728200 § 618,226
CoSt OF TEVENUES ....vovviveevieiecieieceee e 476,309 470,846 503,024 593,154 507,524

GIOSS PrOfit .oovieeiirieeiieiieie e 116,932 103,325 128,147 135,046 110,702
Selling, general and administrative expenses......... 103,781 96,693 98,474 84,360 64,710
Goodwill impairment..............ccoeeevvenieceereeeerneennn. — — 1,016 — —

Operating iNCOME..........ccoceveereeereereereereereereereenns 13,151 6,632 28,657 50,686 45,992
Other expenses (income), Net ........ccocvevverreevernennn. 6,859 3,873 4,050 6,506 6,293

Income before provision for income taxes.......... 6,292 2,759 24,607 44,180 39,699
Income tax (benefit) provision............cecceevveverneenen. (4,091) 345 6,247 10,767 12,186
NEt INCOME.....eovieierieeieereeieere et $ 10,383  $ 2,414 § 18,360 $ 33,413 $ 27,513
Net income per share attributable to common
shareholders:

BaSiC(2) cueceiiieieeee e $ 022 $ 005 $ 041 $ 078 § 1.07

Diluted......cooveieieieceee e $ 022 $ 0.05 §$ 040 $ 075 $ 0.66
Weighted average common shares outstanding:.....

BaSIC(2) cureveieieeee e 46,161,846 45,560,078 44,649,275 42,587,818 25,728,314

Diluted......coooveeiiieiiceeeceeeee e 46,718,140 46,419,199 45,995,463 44,707,132 41,513,482
Other Operating Data:
Adjusted EBITDA3)...cccccoevieieieeieceeeeeveereevenn, $ 38,473 $ 29,906 $ 52,364 $ 67,560 $ 59,910
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As of December 31,

2014 2013 2012 2011 2010
(In thousands)

Consolidated Balance Sheet Data:

Cash and cash equivalents..............cccccevveverrerenennene. $ 23,762 $ 17,171  $ 63,348 $ 26,277 $ 44,691
CUITENE ASSELS ..evveeevenvreeieeieieeeeeieeeeeeeeeeeeeeeesaeennas 226,735 247,009 297,843 283,062 211,710
TOtal @SSELS ..ocvvevieeriieeeiecieereeteee et 629,659 606,303 675,472 645,597 584,407
Current liabilities.........cccevvevierierieieieieieeeeeeeens 146,089 133,288 148,889 148,268 142,587
Long-term debt, less current portion...................... 90,037 103,222 109,079 86,754 43,417
Federal ESPC liabilities(4)........cccoevevveeeeieieennnnens 70,875 44,297 92,843 109,648 158,992
Total stockholders’ equity.........ccccceevvievevieeeennnnen. $ 286,306 $ 276,806 $ 261,819 § 236421 § 198,052

(M

2

3)

“4)

“Revenues” for 2011 reflects approximately $8.9 million and $27.8 million attributable to our acquisitions in the third
quarter of 2011 of AEG and Ameresco Southwest, respectively.

“Net income per share attributable to common shareholders - basic” and “weighted average number of common shares
outstanding - basic” for 2010 reflect (i) our issuance of 405,286 shares of Common Stock upon the June 2010 exercise
of a warrant at an exercise price of $0.005 per share, (ii) the reclassification of all outstanding shares of our Common
Stock as Class A common stock, (iii) the conversion of all shares of our Series A Preferred Stock, other than those held
by Mr. Sakellaris, into shares of our Class A common stock, (iv) the conversion of all other outstanding shares of our
Series A Preferred Stock into shares of our Class B common stock, (v) the issuance of 932,500 shares of our Class A
common stock upon the exercise of vested stock options by certain selling stockholders in connection with our initial
public offering in July 2010 at a weighted-average exercise price of $1.94, and (vi) the issuance of an aggregate of
6,342,889 shares of our Class A common stock in connection with our initial public offering in July 2010.

We define adjusted EBITDA as operating income before depreciation, amortization of intangible assets, impairment of
goodwill and stock-based compensation expense. Adjusted EBITDA is a non-GAAP financial measure and should not
be considered as an alternative to operating income or any other measure of financial performance calculated and
presented in accordance with GAAP. For additional information and a reconciliation to the most directly comparable
financial measure prepared in accordance with GAAP, see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations Overview — Non-GAAP Financial Measures” in Item 7.

Federal ESPC liabilities represent the advances received from third-party investors under agreements to finance certain
energy savings performance contract projects with various Federal Government agencies. Upon completion and
acceptance of the project by the government, typically within 24 months of construction commencement, the ESPC
receivable from the Government and corresponding related ESPC liability is eliminated from our consolidated balance
sheet. Until recourse to us ceases for the ESPC receivables transferred to the investor, upon final acceptance of the
work by the Government customer, we remain the primary obligor for financing received.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion and analysis of our financial condition and results of operations together with
our consolidated financial statements and the related notes and other financial information included in Item 8 of this Annual
Report on Form 10-K. Some of the information contained in this discussion and analysis or set forth elsewhere in this Report,
including information with respect to our plans and strategy for our business and related financing, includes forward-looking
statements that involve risks and uncertainties. You should review the “Risk Factors” included in Item 1A of this Annual Report
on Form 10-K for a discussion of important factors that could cause actual results to differ materially from the results
described in or implied by the forward-looking statements contained in the following discussion and analysis.

Overview

Ameresco is a leading provider of energy efficiency solutions for facilities throughout North America. We provide
solutions that enable customers to reduce their energy consumption, lower their operating and maintenance costs and realize
environmental benefits. Our comprehensive set of services includes upgrades to a facility’s energy infrastructure and the
construction and operation of small-scale renewable energy plants.

In addition to organic growth, strategic acquisitions of complementary businesses and assets have been an important part of
our historical development. Since inception, we have completed numerous acquisitions, which have enabled us to broaden our
service offerings and expand our geographical reach. Our acquisition of the energy services business of Duke Energy in 2002
expanded our geographical reach into Canada and the southeastern United States and enabled us to penetrate the Federal
Government market for energy efficiency projects. The acquisition of the energy services business of Exelon in 2004 expanded
our geographical reach into the Midwest. Our acquisition of the energy services business of Northeast Utilities in 2006
substantially grew our capability to provide services for the Federal market and in Europe. Our acquisition of Southwestern
Photovoltaic in 2007 significantly expanded our offering of solar energy products and services. Our acquisition of energy
services company Quantum in 2010 expanded our geographical reach into the northwest U.S.

We made three acquisitions in 2011. Our acquisition of energy efficiency and demand side management consulting services
provider Applied Energy Group, Inc. (“AEG”), expanded our service offering to utility customers. Our acquisition of APS
Energy Services Company, Inc., which we renamed Ameresco Southwest, a company that provides a full range of integrated
energy efficiency and renewable energy solutions, strengthened our geographical position in the southwest U.S. Our acquisition
of the xChangePoint® and energy projects businesses from Energy and Power Solutions, Inc. (“EPS”), which we operate as
Ameresco Intelligent Systems (“AIS”), expanded our service offerings to private sector commercial and industrial customers.
AIS offers energy efficiency solutions to customers across North America encompassing the food and beverage, meat, dairy,
paper, aerospace, oil and gas and REIT industries.

Our acquisition of infrastructure asset management solutions provider FAME Facility Software Solutions Inc. (“FAME”) in
2012 expanded our asset planning consulting and software services offerings and our geographical position in western Canada.

Our acquisition of the business of Ennovate in the first quarter of 2013 increased our footprint and penetration in the Rocky
Mountain area. Our acquisition of energy management consulting companies The Energy Services Partnership Limited and ESP
Response Limited (together, now known as Ameresco Limited) in the second quarter of 2013 added a local presence in the
U.K., expertise and seasoned energy industry professionals to support multi-national customers of our enterprise energy
management service offerings.

Our acquisition of the energy consultancy and energy project management business of Energyexcel LLP in the third quarter
0f 2014 added to our local presence in the U.K. and to our commercial and industrial customer base.

Energy Savings Performance and Energy Supply Contracts

For our energy efficiency projects, we typically enter into ESPCs, under which we agree to develop, design, engineer and
construct a project and also commit that the project will satisfy agreed-upon performance standards that vary from project to
project. These performance commitments are typically based on the design, capacity, efficiency or operation of the specific
equipment and systems we install. Our commitments generally fall into three categories: pre-agreed, equipment-level and whole
building-level. Under a pre-agreed energy reduction commitment, our customer reviews the project design in advance and
agrees that, upon or shortly after completion of installation of the specified equipment comprising the project, the commitment
will have been met. Under an equipment-level commitment, we commit to a level of energy use reduction based on the
difference in use measured first with the existing equipment and then with the replacement equipment. A whole building-level
commitment requires demonstration of energy usage reduction for a whole building, often based on readings of the utility meter
where usage is measured. Depending on the project, the measurement and demonstration may be required only once, upon
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installation, based on an analysis of one or more sample installations, or may be required to be repeated at agreed upon intervals
generally over up to 20 years.

Under our contracts, we typically do not take responsibility for a wide variety of factors outside our control and exclude or
adjust for such factors in commitment calculations. These factors include variations in energy prices and utility rates, weather,
facility occupancy schedules, the amount of energy-using equipment in a facility, and the failure of the customer to operate or
maintain the project properly. Typically, our performance commitments apply to the aggregate overall performance of a project
rather than to individual energy efficiency measures. Therefore, to the extent an individual measure underperforms, it may be
offset by other measures that overperform during the same period. In the event that an energy efficiency project does not
perform according to the agreed-upon specifications, our agreements typically allow us to satisfy our obligation by adjusting or
modifying the installed equipment, installing additional measures to provide substitute energy savings, or paying the customer
for lost energy savings based on the assumed conditions specified in the agreement. Many of our equipment supply, local
design, and installation subcontracts contain provisions that enable us to seek recourse against our vendors or subcontractors if
there is a deficiency in our energy reduction commitment. See “We may have liability to our customers under our ESPCs if our
projects fail to deliver the energy use reductions to which we are committed under the contract” in Item 1A, Risk Factors in this
Annual Report on Form 10-K.

Payments by the Federal Government for energy efficiency measures are based on the services provided and the products
installed, but are limited to the savings derived from such measures, calculated in accordance with Federal regulatory guidelines
and the specific contract’s terms. The savings are typically determined by comparing energy use and other costs before and after
the installation of the energy efficiency measures, adjusted for changes that affect energy use and other costs but are not caused
by the energy efficiency measures.

For projects involving the construction of a small-scale renewable energy plant that we own and operate, we enter into
long-term contracts to supply the electricity, processed LFG, heat or cooling generated by the plant to the customer, which is
typically a utility, municipality, industrial facility or other large purchaser of energy. The rights to use the site for the plant and
purchase of renewable fuel for the plant are also obtained by us under long-term agreements with terms at least as long as the
associated output supply agreement. Our supply agreements typically provide for fixed prices or prices that escalate at a fixed
rate or vary based on a market benchmark. See “We may assume responsibility under customer contracts for factors outside our
control, including, in connection with some customer projects, the risk that fuel prices will increase” in Item 1A, Risk Factors
in this Annual Report on Form 10-K.

Project Financing

To finance projects with Federal Governmental agencies, we typically sell to third-party lenders our right to receive a
portion of the long-term payments from the customer arising out of the project for a purchase price reflecting a discount to the
aggregate amount due from the customer. The purchase price is generally advanced to us over the implementation period based
on completed work or a schedule predetermined to coincide with the construction of the project. Under the terms of these
financing arrangements, we are required to complete the construction or installation of the project in accordance with the
contract with our customer, and the liability remains on our consolidated balance sheet until the completed project is accepted
by the customer. Once the completed project is accepted by the customer, the financing is treated as a true sale and the related
receivable and financing liability are removed from our consolidated balance sheet.

Institutional customers, such as state, provincial and local governments, schools and public housing authorities, typically
finance their energy efficiency and renewable energy projects through either tax-exempt leases or issuances of municipal bonds.
We assist in the structuring of such third-party financing.

In some instances, customers prefer that we retain ownership of the renewable energy plants and related project assets that
we construct for them. In these projects, we typically enter into a long-term supply agreement to furnish electricity, gas, heat or
cooling to the customer’s facility. To finance the significant upfront capital costs required to develop and construct the plant, we
rely either on our internal cash flow or, in some cases, third-party debt. For project financing by third-party lenders, we
typically establish a separate subsidiary, usually a limited liability company, to own the project assets and related contracts. The
subsidiary contracts with us for construction and operation of the project and enters into a financing agreement directly with the
lenders. Additionally, we will provide assurance to the lender that the project will achieve commercial operation. Although the
financing is secured by the assets of the subsidiary and a pledge of our equity interests in the subsidiary, and is non-recourse to
Ameresco, Inc., we may from time to time determine to provide financial support to the subsidiary in order to maintain rights to
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the project or otherwise avoid the adverse consequences of a default. The amount of such financing is included on our
consolidated balance sheet.

Effects of Seasonality

We are subject to seasonal fluctuations and construction cycles, particularly in climates that experience colder weather
during the winter months, such as the northern United States and Canada, or at educational institutions, where large projects are
typically carried out during summer months when their facilities are unoccupied. In addition, government customers, many of
which have fiscal years that do not coincide with ours, typically follow annual procurement cycles and appropriate funds on a
fiscal-year basis even though contract performance may take more than one year. Further, government contracting cycles can be
affected by the timing of, and delays in, the legislative process related to government programs and incentives that help drive
demand for energy efficiency and renewable energy projects. As a result, our revenues and operating income in the third and
fourth quarter are typically higher, and our revenues and operating income in the first quarter are typically lower, than in other
quarters of the year. As a result of such fluctuations, we may occasionally experience declines in revenues or earnings as
compared to the immediately preceding quarter, and comparisons of our operating results on a period-to-period basis may not
be meaningful.

Our annual and quarterly financial results are also subject to significant fluctuations as a result of other factors, many of
which are outside our control. See “Our operating results may fluctuate significantly from quarter to quarter and may fall below
expectations in any particular fiscal quarter” in Item 1A, Risk Factors in this Annual Report on Form 10-K.

Backlog and Awarded Projects

Total construction backlog represents projects that are active within our ESPC sales cycle. Our sales cycle begins with the
initial contact with the customer and ends, when successful, with a signed contract, also referred to as fully-contracted backlog.
Our sales cycle recently has been averaging 18 to 42 months. Awarded backlog is created when a potential customer awards a
project to Ameresco following a request for proposal. Once a project is awarded but not yet contracted, we typically conduct a
detailed energy audit to determine the scope of the project as well as identify the savings that may be expected to be generated
from upgrading the customer’s energy infrastructure. At this point, we also determine the sub-contractor, what equipment will
be used, and assist in arranging for third party financing, as applicable. Recently, awarded projects have been taking 12 to 18
months to result in a signed contract and thus convert to fully-contracted backlog. It may take longer, however, depending upon
the size and complexity of the project. Historically, approximately 90% of our awarded projects ultimately have resulted in a
signed contract. After the customer and Ameresco agree to the terms of the contract and the contract for the project is executed,
the project moves to fully-contracted backlog. The contracts reflected in our fully-contracted backlog typically have a
construction period of 12 to 24 months and we typically expect to recognize revenue for such contracts over the same period.
Fully-contracted backlog begins converting into revenues generated from backlog on a percentage-of-completion basis once
construction has commenced. See “We may not recognize all revenues from our backlog or receive all payments anticipated
under awarded projects and customer contracts” and “In order to secure contracts for new projects, we typically face a long and
variable selling cycle that requires significant resource commitments and requires a long lead time before we realize revenues”
in Item 1A, Risk Factors in this Annual Report on Form 10-K.

As of December 31, 2014, we had backlog of approximately $386.2 million in expected future revenues under signed
customer contracts for the installation or construction of projects, which we sometimes refer to as fully-contracted backlog; and
we also had been awarded projects for which we do not yet have signed customer contracts with estimated total future revenues
of an additional $853.8 million. As of December 31, 2013, we had fully-contracted backlog of approximately $361.9 million in
future revenues under signed customer contracts for the installation or construction of projects; and we also had been awarded
projects for which we had not yet signed customer contracts with estimated total future revenues of an additional $993.0
million.

Financial Operations Overview
Revenues

We derive revenues principally from energy efficiency projects, which entails the design, engineering and installation of
equipment and other measures to improve the efficiency and control the operation of a facility’s energy infrastructure; this can
include designing and constructing for a customer a central plant or cogeneration system providing power, heat and/or cooling
to a building, or other small-scale plant that produces electricity, gas, heat or cooling from renewable sources of energy. We
also derive revenue from: long-term O&M contracts; energy supply contracts for renewable energy operating assets that we
own; integrated-PV; and consulting and enterprise energy management services.
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Historically, including for the years ended December 31, 2014, 2013 and 2012, approximately 80% of of our revenues have
been derived from Federal, state, provincial or local government entities, including public housing authorities and public
universities.

Cost of Revenues and Gross Margin

Cost of revenues include the cost of labor, materials, equipment, subcontracting and outside engineering that are required
for the development and installation of our projects, as well as preconstruction costs, sales incentives, associated travel,
inventory obsolescence charges, amortization of intangible assets related to customer contracts, and, if applicable, costs of
procuring financing. A majority of our contracts have fixed price terms; however, in some cases we negotiate protections, such
as a cost-plus structure, to mitigate the risk of rising prices for materials, services and equipment.

Cost of revenues also include costs for the small-scale renewable energy plants that we own, including the cost of fuel (if
any) and depreciation charges.

As a result of certain acquisitions, we have intangible assets related to customer contracts; these are amortized over a
period of approximately one to five years from the respective date of acquisition. This amortization is recorded as a cost of
revenues in the consolidated statements of income. Amortization expense for the years ended December 31, 2014 and 2013
related to customer contracts was $1.7 million and $1.6 million, respectively.

Gross margin, which is gross profit as a percent of revenues, is affected by a number of factors, including the type of
services performed. Renewable energy projects that we own and operate typically have higher margins than energy efficiency
projects, and sales in the United States typically have higher margins than in Canada due to the typical mix of products and
services that we sell there.

In addition, gross margin frequently varies across the construction period of a project. Our expected gross margin on, and
expected revenues for, a project are based on budgeted costs. From time to time, a portion of the contingencies reflected in
budgeted costs are not incurred due to strong execution performance. In that case, and generally at project completion, we
recognize revenues for which there is no further corresponding cost of revenues. As a result, gross margin tends to be back-
loaded for projects with strong execution performance; this explains the gross margin improvement that occurs from time to
time at project closeout. We refer to this gross margin improvement at the time of project completion as a project closeout.

Selling, General and Administrative Expenses

Selling, general and administrative expenses include salaries and benefits, project development costs, and general and
administrative expenses not directly related to the development or installation of projects.

Salaries and benefits. Salaries and benefits consist primarily of expenses for personnel not directly engaged in specific
project or revenue generating activity. These expenses include the time of executive management, legal, finance, accounting,
human resources, information technology and other staff not utilized in a particular project. We employ a comprehensive time
card system which creates a contemporaneous record of the actual time by employees on project activity.

Project development costs. Project development costs consist primarily of sales, engineering, legal, finance and third-party
expenses directly related to the development of a specific customer opportunity. This also includes associated travel and
marketing expenses.

General and administrative expenses. These expenses consist primarily of rents and occupancy, professional services,
insurance, unallocated travel expenses, telecommunications, office expenses and amortization of intangible assets not related to
customer contracts. Professional services consist principally of recruiting costs, external legal, audit, tax and other consulting
services. For the years ended December 31, 2014 and 2013, we recorded amortization expense of $3.1 million and $3.3 million,
respectively, related to customer relationships, non-compete agreements, technology and trade names. Amortization expense
related to these intangible assets is included in selling, general and administrative expenses in the consolidated statements of
income. For the year ended December 31, 2014 we recorded $2.0 million in restructuring charges and $1.4 million in bad debt
expense related to a single customer. For the year ended December 31, 2013, we recorded $1.1 million related to the release of
a contingent liability associated with a prior year acquisition.

Goodwill Impairment

We conducted our annual goodwill impairment test as of December 31, 2014, 2013 and 2012 for all reporting units and
noted no impairment as of the 2014 and 2013 testing dates. The testing performed for the year ended December 31, 2012,
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indicated that the goodwill of our Canada reporting unit related to our 2009 acquisition of Byrne Engineering, Inc. (“Byrne”),
was likely impaired as the carrying value of the reporting unit exceeded its estimated fair value. Accordingly, we recorded a
non-cash, non-tax deductible goodwill impairment charge of $1.0 million during the year ended December 31, 2012.

Other Expenses, Net

Other expenses, net includes gains and losses from derivatives, interest income and expenses, amortization of deferred
financing costs, net and foreign currency transaction gains and losses. Interest expense will vary periodically depending on the
amounts drawn on our revolving senior secured credit facility and the prevailing short-term interest rates.

Provision for Income Taxes

The provision for income taxes is based on various rates set by Federal and local authorities and is affected by permanent
and temporary differences between financial accounting and tax reporting requirements.

Non-GAAP Financial Measures

We use the non-GAAP financial measures defined and discussed below to provide investors and others with useful
supplemental information to our financial results prepared in accordance with GAAP. These non-GAAP financial measures
should not be considered as an alternative to any measure of financial performance calculated and presented in accordance with
GAAP. The tables below provide a reconciliation of these non-GAAP measures to the most directly comparable financial
measures prepared in accordance with GAAP.

We understand that, although measures similar to these non-GAAP financial measures are frequently used by investors and
securities analysts in their evaluation of companies, they have limitations as analytical tools, and investors should not consider
them in isolation or as a substitute for the most directly comparable GAAP financial measures or an analysis of our results of
operations as reported under GAAP. To properly and prudently evaluate our business, we encourage investors to review our
GAAP financial statements included above, and not to rely on any single financial measure to evaluate our business.

Adjusted EBITDA

We define adjusted EBITDA as operating income before depreciation, amortization of intangible assets, impairment of
goodwill and stock-based compensation expense. We believe adjusted EBITDA is useful to investors in evaluating our
operating performance for the following reasons: adjusted EBITDA and similar non-GAAP measures are widely used by
investors to measure a company's operating performance without regard to items that can vary substantially from company to
company depending upon financing and accounting methods, book values of assets, capital structures and the methods by
which assets were acquired; securities analysts often use adjusted EBITDA and similar non-GAAP measures as supplemental
measures to evaluate the overall operating performance of companies; and by comparing our adjusted EBITDA in different
historical periods, investors can evaluate our operating results without the additional variations of depreciation and amortization
expense, goodwill impairment and stock-based compensation expense.

Our management uses adjusted EBITDA: as a measure of operating performance, because it does not include the impact of
items that we do not consider indicative of our core operating performance; for planning purposes, including the preparation of
our annual operating budget; to allocate resources to enhance the financial performance of the business; to evaluate the
effectiveness of our business strategies; and in communications with the board of directors and investors concerning our
financial performance.

Adjusted Cash From Operations

We define adjusted cash from operations as cash flows from operating activities plus proceeds from Federal ESPC projects.
Cash received in payment of Federal ESPC projects is treated as a financing cash flow under GAAP due to the unusual
financing structure for these projects. These cash flows, however, correspond to the revenue generated by these projects. Thus
we believe that adjusting operating cash flow to include the cash generated by our Federal ESPC projects provides investors
with a useful measure for evaluating the cash generating ability of our core operating business. Our management uses adjusted
cash from operations as a measure of liquidity because it captures all sources of cash associated with our revenue generated by
operations.
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Reconciliations

The following table presents a reconciliation of adjusted EBITDA to operating income, the most comparable GAAP
measure (in thousands):

Year Ended December 31,
2014 2013 2012
OPErating iNCOME..........cerveeierieiereeeeteeereeetetetestete st eee s e esesesseseeseseeseseesens $ 13,151 $ 6,632 §$ 28,657
Depreciation, amortization of intangible assets and impairment.............. 22,829 20,475 20,356
Stock-based COMPENSALION..........c.evvieiierieiieeierieeiesie et se e 2,493 2,799 3,351
Adjusted EBITDA .......oouioiiiieeeceeeeeeeee ettt et et $ 38,473 $ 29,906 $ 52,364

The following table presents a reconciliation of adjusted cash from operations to cash flows from operating activities, the
most comparable GAAP measure (in thousands):

Year Ended December 31,
2014 2013 2012
Cash flows from operating aCtivities ...........ccceeverivveiireieeieeeceeeeeene, $ 254 $ (60,609) $ 42,209
Plus: proceeds from Federal ESPC projects ........c.coceevveeeeeeeeereecneeneennens 51,165 40,010 30,203
Adjusted cash from OPerations ..............ccceeveveveeereeeieereeeeeeeeeeeeee e $ 51,419 $ (20,599) $ 72,412

Critical Accounting Policies and Estimates

This discussion and analysis of our financial condition and results of operations is based upon our consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States. The
preparation of these consolidated financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues, expense and related disclosures. The most significant estimates with regard to
these consolidated financial statements relate to estimates of final contract profit in accordance with long-term contracts, project
development costs, project assets, impairment of goodwill, impairment of long-lived assets, fair value of derivative financial
instruments, income taxes and stock-based compensation expense. Such estimates and assumptions are based on historical
experience and on various other factors that management believes to be reasonable under the circumstances. Estimates and
assumptions are made on an ongoing basis, and accordingly, the actual results may differ from these estimates under different
assumptions or conditions.

The following are critical accounting policies that, among others, affect our more significant judgments and estimates used
in the preparation of our consolidated financial statements.

Revenue Recognition

For each arrangement we have with a customer, we typically provide a combination of one or more of the following
services or products:

» installation or construction of energy efficiency measures, facility upgrades and/or a renewable energy plant to be
owned by the customer;

» sale and delivery, under long-term agreements, of electricity, gas, heat, chilled water or other output of a renewable
energy or central plant that we own and operate;

» sale and delivery of PV equipment and other renewable energy products for which we are a distributor, whether under
our own brand name or for others;

*  O&M services provided under long-term O&M agreements; and
*  enterprise energy management and consulting services.

Often, we will sell a combination of these services and products in a bundled arrangement. We divide bundled
arrangements into separate deliverables and revenue is allocated to each deliverable based on the relative selling price. The
relative selling price is determined using third party evidence or management’s best estimate of selling price.
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We recognize revenues from the installation or construction of a project on a percentage-of-completion basis. The
percentage-of-completion for each project is determined on an actual cost-to-estimated final cost basis. In accordance with
industry practice, we include in current assets and liabilities the amounts of receivables related to construction projects that are
payable over a period in excess of one year. We recognize revenues associated with contract change orders only when the
authorization for the change order has been properly executed and the work has been performed.

When the estimate on a contract indicates a loss, or claims against costs incurred reduce the likelihood of recoverability of
such costs, our policy is to record the entire expected loss immediately, regardless of the percentage of completion.

Deferred revenue represents circumstances where (i) there has been a receipt of cash from the customer for work or
services that have yet to be performed, (ii) receipt of cash where the product or service may not have been accepted by the
customer or (iii) when all other revenue recognition criteria have been met, but an estimate of the final total cost cannot be
determined. Deferred revenue will vary depending on the timing and amount of cash receipts from customers and can vary
significantly depending on specific contractual terms. As a result, deferred revenue is likely to fluctuate from period to period.
Unbilled revenue, presented as costs and estimated earnings in excess of billings, represent amounts earned and billable that
were not invoiced at the end of the fiscal period.

We recognize revenues from the sale and delivery of products, including the output of our renewable energy plants, when
produced and delivered to the customer, in accordance with the specific contract terms, provided that persuasive evidence of an
arrangement exists, our price to the customer is fixed or determinable and collectability is reasonably assured.

We recognize revenues from O&M contracts, consulting services and enterprise energy management services as the related
services are performed.

For a limited number of contracts under which we receive additional revenue based on a share of energy savings, we
recognize such additional revenue as energy savings are generated.

Project Development Costs

We capitalize as project development costs only those costs incurred in connection with the development of energy
efficiency and renewable energy projects, primarily direct labor, interest costs, outside contractor services, consulting fees, legal
fees and associated travel, if incurred after a point in time when the realization of related revenue becomes probable. Project
development costs incurred prior to the probable realization of revenues are expensed as incurred.

Project Assets

We capitalize interest costs relating to construction financing during the period of construction. The interest capitalized is
included in the total cost of the project at completion. The amount of interest capitalized for the years ended December 31,
2014, 2013 and 2012 was $0.5 million, $1.8 million and $2.1 million, respectively.

Routine maintenance costs are expensed in the current year’s consolidated statements of income to the extent that they do
not extend the life of the asset. Major maintenance, upgrades and overhauls are required for certain components of our assets. In
these instances, the costs associated with these upgrades are capitalized and are depreciated over the shorter of the life of the
asset or until the next required major maintenance or overhaul period. Gains or losses on disposal of property and equipment
are reflected in selling, general and administrative expenses in the consolidated statements of income.

We evaluate our long-lived assets for impairment as events or changes in circumstances indicate the carrying value of these
assets may not be fully recoverable. We evaluate recoverability of long-lived assets to be held and used by estimating the
undiscounted future cash flows before interest associated with the expected uses and eventual disposition of those assets. When
these comparisons indicate that the carrying value of those assets is greater than the undiscounted cash flows, we recognize an
impairment loss for the amount that the carrying value exceeds the fair value.

Impairment of Goodwill and Intangible Assets

We apply accounting standards codification (“ASC”) 350, Intangibles-Goodwill and Other, in accounting for the valuation
of goodwill and identifiable intangible assets. We have selected December 31 as our annual goodwill impairment review date.
During our annual goodwill impairment tests at December 31, 2014 and 2013, we determined that the fair value of the
enterprise value (equity value plus debt less cash) exceeded the carrying value of the enterprise value for all reporting units, and
therefore goodwill and intangible assets were not impaired. During our annual goodwill impairment test at December 31, 2012,
we determined that the fair value of our Canada reporting unit did not exceed the carrying value of its enterprise value, and
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therefore goodwill was impaired and an impairment charge of $1.0 million was recorded against the goodwill of our Canada
reporting unit on December 31, 2012; we also determined that the remainder of our goodwill and intangible assets were not
impaired as of December 31, 2012. Based on our goodwill impairment assessment, all of our reporting units with goodwill had
estimated fair values as of December 31, 2014 that exceeded their carrying values by at least 15%.

Goodwill represents the excess of cost over the fair value of net tangible and identifiable intangible assets of businesses
acquired. We assess the impairment of goodwill and intangible assets with indefinite lives on an annual basis and whenever
events or changes in circumstances indicate that the carrying value of the asset may not be recoverable. We would record an
impairment charge if such an assessment were to indicate that, more likely than not, the fair value of such assets was less than
their carrying values. Judgment is required in determining whether an event has occurred that may impair the value of
goodwill or identifiable intangible assets. Factors that could indicate that an impairment may exist include significant
underperformance relative to plan or long-term projections, significant changes in business strategy, significant negative
industry or economic trends or a significant decline in the base stock price of our public competitors for a sustained period of
time. When changes occur in the composition of one or more reporting units, the goodwill is reassigned to the reporting units
affected based on their relative fair values.

The first step, or Step 1, of the goodwill impairment test, used to identify potential impairment, compares the fair value of
the equity with its carrying amount, including goodwill. If the fair value of the equity exceeds its carrying amount, goodwill
of the reporting unit is considered not impaired, thus the second step of the impairment test is unnecessary. If the carrying
amount of a reporting unit exceeds its fair value, the second step of the goodwill impairment test shall be performed to
measure the amount of impairment loss, if any. We performed a Step 1 test at our December 31, 2014, 2013 and 2012 annual
testing dates and determined, with the exception of our Canada reporting unit as of December 31, 2012, that the fair value of
the enterprise value exceeded the carrying value of the enterprise value, and therefore that goodwill was not impaired.

We completed the Step 1 test using both an income approach and a market approach. The discounted cash flow method
was used to measure the fair value of our equity under the income approach. A terminal value utilizing a constant growth rate
of cash flows was used to calculate a terminal value after the explicit projection period. Determining the fair value using a
discounted cash flow method requires that we make significant estimates and assumptions, including long-term projections of
cash flows, market conditions and appropriate discount rates. Our judgments are based upon historical experience, current
market trends, pipeline for future sales and other information. While we believe that the estimates and assumptions underlying
the valuation methodology are reasonable, different estimates and assumptions could result in a different outcome. In
estimating future cash flows, we rely on internally generated projections for a defined time period for sales and operating
profits, including capital expenditures, changes in net working capital and adjustments for non-cash items to arrive at the free
cash flow available to invested capital.

Under the market approach, we estimate the fair value based on market multiples of revenue and earnings of comparable
publicly traded companies and comparable transactions of similar companies. The estimates and assumptions used in our
calculations include revenue growth rates, expense growth rates, expected capital expenditures to determine projected cash
flows, expected tax rates and an estimated discount rate to determine present value of expected cash flows. These estimates
are based on historical experiences, our projections of future operating activity and our weighted-average cost of capital.

Separable intangible assets that are not deemed to have indefinite lives are amortized over their useful lives. We annually
assess whether a change in the life over which our intangible assets are amortized is necessary or more frequently if events or
circumstances warrant. We review all amortizable intangible assets for impairment whenever events or changes in
circumstances indicate the carrying amount of such assets may not be recoverable. Recoverability of these assets is determined
by comparing the forecasted undiscounted net cash flows of the operation to which the assets relate to their carrying amount. If
the operation is determined to be unable to recover the carrying amount of its assets, then intangible assets are written down
first, followed by the other long-lived assets of the operation, to fair value. Fair value is determined based on discounted cash
flows or appraised values, depending upon the nature of the assets.

If we determine that an impairment has occurred, we will record a write-down of the carrying value and charge the
impairment as an operating expense in the period the determination is made. Although we believe goodwill and intangible
assets are appropriately stated in our consolidated financial statements, changes in strategy or market conditions could
significantly impact these judgments and require an adjustment to the recorded balance.

As previously described, for the year ended December 31, 2012, during the course of our valuation analysis it was
determined that the fair value of our Canada segment was less than the carrying amount of this segment. This determination
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prompted the performance of the Step 2 test as prescribed under ASC 350, recognizing and measuring the amount of the
impairment loss, if any. Step 2 of the goodwill impairment test compares the implied fair value of the reporting unit’s
goodwill with carrying amount of the goodwill. The fair value of this goodwill can only be measured as a residual after the
entity assigns the fair value of the reporting unit to all the assets and liabilities of that reporting unit, including any
unrecognized intangible assets as if the reporting unit had been acquired in a business combination. The carrying amount of
the goodwill of our Canada segment exceeded the implied fair value of that goodwill and an impairment charge of $1.0
million was recorded against this goodwill in the fourth quarter of 2012.

Impairment of Long-Lived Assets

We use the guidance prescribed in ASC 360, Property, Plant and Equipment, for the proper testing and valuation
methodology to ensure we record any impairment when the carrying amount of a long-lived asset is not recoverable
equivalent to an amount equal to its fair market value.

We review long-lived asset groups for potential impairment whenever events or changes in circumstances indicate that
the carrying amount of the assets may not be fully recoverable or that the useful lives of these assets are no longer
appropriate. Examples of such triggering events applicable to our asset groups include a significant decrease in the market
price of a long-lived asset group or a current-period operating or cash flow loss combined with a history of operating or cash
flow losses or a projection or forecast that demonstrates continuing losses associated with the use of a long-lived asset group.

Should an asset group be identified as potentially impaired based on the defined criteria, an impairment test is performed
that includes a comparison of the estimated undiscounted cash flows of the asset as compared to the recorded value of the
asset. During the twelve months ended December 31, 2014, 2013 and 2012, no asset group was identified as being impaired.
If these estimates or their related assumptions change in the future, an impairment charge may be required against these assets
in the reporting period in which the impairment is determined.

Derivative Financial Instruments

We account for our interest rate swaps as derivative financial instruments. As required under GAAP, derivatives are carried
on our consolidated balance sheets at fair value. The fair value of our interest rate swaps is determined based on observable
market data in combination with expected cash flows for each instrument.

We follow the guidance which expands the disclosure requirements for derivative instruments and hedging activities.

In the normal course of business, we utilize derivative contracts as part of our risk management strategy to manage
exposure to market fluctuations in interest rates. These instruments are subject to various credit and market risks. Controls and
monitoring procedures for these instruments have been established and are routinely reevaluated. Credit risk represents the
potential loss that may occur because a party to a transaction fails to perform according to the terms of the contract. The
measure of credit exposure is the replacement cost of contracts with a positive fair value. We seek to manage credit risk by
entering into financial instrument transactions only through counterparties that we believe to be creditworthy. Market risk
represents the potential loss due to the decrease in the value of a financial instrument caused primarily by changes in interest
rates. We seek to manage market risk by establishing and monitoring limits on the types and degree of risk that may be
undertaken. As a matter of policy, we do not use derivatives for speculative purposes.

We are exposed to interest rate risk through our borrowing activities. A portion of our project financing includes five credit
facilities, both project related and corporate, that utilize a variable rate swap instrument.

*  Prior to December 31, 2009, we entered into two interest rate swap contracts under which we agreed to pay an amount
equal to a specified fixed rate of interest times a notional principal amount, and to, in turn, receive an amount equal to
a specified variable rate of interest times the same notional principal amount.

*  During the year ended December 31, 2010, we entered into a 14-year interest rate swap contract under which we
agreed to pay an amount equal to a specified fixed rate of interest times a notional principal amount, and to in turn
receive an amount equal to a specified variable rate of interest times the same notional principal amount.

* InJuly 2011, we entered into a five-year interest rate swap contract under which we agreed to pay an amount equal to
a specified fixed rate of interest times a notional amount, and to in turn receive an amount equal to a specified variable
rate of interest times the same notional principal amount. The 2011 swap covers an initial notional amount of $38.6
million variable rate note at a fixed interest rate of 1.965% and expires in June 2016.
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*  In October 2012, and in connection with a construction and term loan, we entered into two eight-year interest rate
swap contracts under which we agreed to pay an amount equal to a specified fixed rate of interest times a notional
principal amount, and to in turn receive an amount equal to a specified variable rate of interest times the same notional
principal amount. The swaps have an initial notional amount of $16.8 million, which increased to $42.2 million on
September 30, 2013, at a fixed rate of 1.71%, and expires in March 2020.

* In October 2012, we also entered into two eight-year forward starting interest rate swap contracts under which the
Company agreed to pay an amount equal to specified fixed rate of interest times a notional amount, and to in turn
receive an amount equal to a specified variable rate of interest times the same notional principal amount. The swaps
cover an initial notional amount of $25.4 million variable rate note at a fixed interest rate of 3.70%, with an effective
date of March 31, 2020, and expires in June 2028.

We entered into each of the interest rate swap contracts as an economic hedge.
We recognize all derivatives in our consolidated financial statements at fair value.

The interest rate swaps that we entered into prior to December 31, 2009 qualified, but were not designated as cash flow
hedges until April 1, 2010. Accordingly, any changes in fair value through March 31, 2010 were reported in other expenses, net
in our consolidated statements of income at fair value, and in the consolidated statements of comprehensive income (loss)
thereafter. Cash flows from these derivative instruments are reported as operating activities on the consolidated statements of
cash flows.

The interest rate swap that we entered into in March 2010 was a floating-to-fixed interest rate swap. This swap was
designated as a hedge in March 2013. During the second quarter of 2014 this swap was de-designated and re-designated as a
hedge as a result of a partial pay down of the associated hedged debt principal. As a result $566 was reclassified from
accumulated other comprehensive income and recorded as a reduction to other expenses, net in our consolidated statements of
income (loss) during the second quarter of 2014.

The interest rate swaps that we entered into during 2011 and 2012 qualify, and have been designated, as cash flow hedges.

We recognize the fair value of derivative instruments designated as hedges in our consolidated balance sheets and any
changes in the fair value are recorded as adjustments to other comprehensive income (loss).

Income Taxes

We provide for income taxes based on the liability method. We provide for deferred income taxes based on the expected
future tax consequences of differences between the financial statement basis and the tax basis of assets and liabilities calculated
using the enacted tax rates in effect for the year in which the differences are expected to be reflected in the tax return.

We account for uncertain tax positions using a “more-likely-than-not” threshold for recognizing and resolving uncertain tax
positions. The evaluation of uncertain tax positions is based on factors that include, but are not limited to, changes in tax law,
the measurement of tax positions taken or expected to be taken in tax returns, the effective settlement of matters subject to
audit, new audit activity and changes in facts or circumstances related to a tax position. We evaluate uncertain tax positions on a
quarterly basis and adjust the level of the liability to reflect any subsequent changes in the relevant facts surrounding the
uncertain positions. Our liabilities for an uncertain tax position can be relieved only if the contingency becomes legally
extinguished through either payment to the taxing authority or the expiration of the statute of limitations, the recognition of the
benefits associated with the position meet the “more-likely-than-not” threshold or the liability becomes effectively settled
through the examination process. We consider matters to be effectively settled once: the taxing authority has completed all of its
required or expected examination procedures, including all appeals and administrative reviews; we have no plans to appeal or
litigate any aspect of the tax position; and we believe that it is highly unlikely that the taxing authority would examine or re-
examine the related tax position. We also accrue for potential interest and penalties, related to unrecognized tax benefits in
income tax expense.
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Stock-Based Compensation Expense

Our stock-based compensation expense results from the issuances of shares of restricted common stock and grants of stock
options to employees, directors, outside consultants and others. We recognize the costs associated with option grants using the
fair value recognition provisions of ASC 718, Compensation — Stock Compensation. Generally, ASC 718 requires the value of
all stock-based payments to be recognized in the statement of operations based on their estimated fair value at date of grant
amortized over the grants’ respective vesting periods. For the years ended December 31, 2014, 2013 and 2012, we recorded
stock-based compensation expense of approximately $2.5 million, $2.8 million, and $3.4 million, respectively, in connection
with stock-based payment awards. The compensation expense is allocated between cost of revenues and selling, general and
administrative expenses in the accompanying consolidated statements of income based on the salaries and work assignments of
the employees holding the options.

Stock Option Grants

We have granted stock options to certain employees and directors under our 2000 stock incentive plan; however, we will
grant no further stock options or restricted stock awards under that plan. We have also granted stock options to certain
employees and directors under our 2010 stock incentive plan. At December 31, 2014, 8,488,457 shares were available for grant
under that plan.

Under the terms of our 2000 and 2010 stock incentive plans, all options expire if not exercised within ten years after the
grant date. Historically, options generally provided for vesting over five years, with 20% vesting at the end of the first year and
five percent vesting every three months beginning one year after the grant date. During 2011, we began awarding options
generally providing for vesting over five years, with 20% vesting on each of the first five anniversaries of the grant date. If the
employee ceases to be employed for any reason before vested options have been exercised, the employee generally has three
months to exercise vested options or they are forfeited.

We follow the fair value recognition provisions of ASC 718 requiring that all stock-based payments to employees,
including grants of employee stock options and modifications to existing stock options, be recognized in the consolidated
statements of income based on their fair values, using the prospective-transition method.

We use the Black-Scholes option pricing model to determine the weighted-average fair value of options granted and record
stock-based compensation expense utilizing the straight-line method.

The determination of the fair value of stock-based payment awards utilizing the Black-Scholes model is affected by the
stock price and a number of assumptions, including expected volatility, expected life, risk-free interest rate and expected
dividends. The following table sets forth the significant assumptions used in the model during 2014, 2013 and 2012:

Year Ended December 31,
2014 2013 2012
Expected dividend yield .........ccecveeieiniiiiiniriecieieieeeeenes e —% —% —%
Risk-free interest Tate ........c.covievieiieiiiiicieceeie et 1.93%-2.01% 1.03%-2.18% 0.82%-1.25%
EXpected VOLAtIlItY .....c.coveieieeieiieieieiieiee ettt 50%-52% 34%-52% 32%
EXPected Life......ocviiiiieiiciceceeeee e 6.5 years 6.0-6.5 years 6.5 years

We will continue to use our judgment in evaluating the expected term, volatility and forfeiture rate related to our own
stock-based compensation on a prospective basis, and incorporating these factors into the Black-Scholes pricing model. Higher
volatility and longer expected lives result in an increase to stock-based compensation expense determined at the date of grant.
In addition, any changes in the estimated forfeiture rate can have a significant effect on reported stock-based compensation
expense, as the cumulative effect of adjusting the rate for all expense amortization is recognized in the period that the forfeiture
estimate is changed. If a revised forfeiture rate is higher than the previously estimated forfeiture rate, an adjustment is made that
will result in a decrease to the stock-based compensation expense recognized in our consolidated financial statements. If a
revised forfeiture rate is lower than the previously estimated rate, an adjustment is made that will result in an increase to the
stock-based compensation expense recognized in our consolidated financial statements. These expenses will affect our cost of
revenues as well as our selling, general and administrative expenses.

As of December 31, 2014, we had $3.7 million of total unrecognized stock-based compensation cost related to employee
and director stock options. We expect to recognize this cost over a weighted-average period of 2.8 years after December 31,
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2014. The allocation of this expense between cost of revenues and selling, general and administrative expenses will depend on
the salaries and work assignments of the personnel holding these options.

Recent Accounting Pronouncements

In July 2013, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2013-11,
Presentation of an Unrecognized Tax Benefit when a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit
Carryforward Exists (a consensus of the FASB Emerging Issues Task Force) (“ASU” 2013-11). The amendments in this ASU
provide guidance on the financial statement presentation of an unrecognized tax benefit when a net operating loss carryforward,
a similar tax loss, or a tax credit carryforward exists. An unrecognized tax benefit should be presented in the financial
statements as a reduction to a deferred tax asset for a net operating loss carryforward, a similar tax loss, or a tax credit
carryforward with certain exceptions, in which case such an unrecognized tax benefit should be presented in the financial
statements as a liability. We adopted ASU 2013-11 beginning January 1, 2014. This ASU did not have a material effect on our
consolidated financial statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). The guidance in this
ASU affects any entity that either enters into contracts with customers to transfer goods or services or enters into contracts for
the transfer of nonfinancial assets unless those contracts are within the scope of other standards. The guidance in this ASU
supersedes the revenue recognition requirements in ASC 605, Revenue Recognition, and most industry-specific guidance
throughout the Industry Topics of the Codification. This ASU also supersedes some cost guidance included in ASC 605-35,
Revenue Recognition-Construction-Type and Production-Type Contracts. In addition, the existing requirements for the
recognition of a gain or loss on the transfer of nonfinancial assets that are not in a contract with a customer are amended to be
consistent with the guidance on recognition and measurement in this ASU. For a public entity, the amendments in this ASU are
effective for annual reporting periods beginning after December 15, 2016, including interim periods within that reporting
period. Retrospective application of the amendments in this ASU is required. The new guidance must be adopted using either a
full retrospective approach for all periods presented in the period of adoption (with some limited relief provided) or a modified
retrospective approach. Early application is not permitted under GAAP. We are currently assessing the impact of this ASU on
our consolidated financial statements.

In August 2014, the FASB issued ASU 2014-15, Presentation of Financial Statements — Going Concern (Subtopic 205-40)
(“ASU 2014-15”). ASU 2014-15 requires management to assess an entity’s ability to continue as a going concern by
incorporating and expanding upon certain principles of current U.S. auditing standards. Specifically, the amendments (1)
provide a definition of the term “substantial doubt”, (2) require an evaluation every reporting period, including interim periods,
(3) provide principles for considering the mitigating effect of management’s plans, (4) require certain disclosures when
substantial doubt is alleviated as a result of consideration of management’s plans, (5) require an express statement and other
disclosures when substantial doubt is still present, and (6) require an assessment for a period of one year after the date that the
financial statements are issued (or available to be issued). ASU 2014-15 is effective for annual reporting periods ending after
December 15, 2016 and interim periods thereafter. We do not believe that this pronouncement will have an impact on our
consolidated financial statements.
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Results of Operations

The following table sets forth certain financial data from the consolidated statements of income expressed as a percentage
of revenues for the periods indicated (in thousands):

Year Ended December 31,
2014 2013 2012
Dollar % of Dollar % of Dollar % of
Amount Revenues Amount Revenues Amount Revenues
REVENUES ... $ 593,241 100.0 % $ 574,171 100.0% $ 631,171 100.0%
COSt OF TEVENUES ....oeeeeeeeeeiee e 476,309 80.3 % 470,846 82.0% 503,024 79.7%
GrOSS Profit ..ceecveceeciecieerieieeieeieeeeeeeeen 116,932 19.7 % 103,325 18.0% 128,147 20.3%
Selling, general and administrative expenses . 103,781 17.5 % 96,693 16.8% 98,474 15.6%
Goodwill impairment .............ccccceevveerreeennnnnen. — — % — —% 1,016 0.2%
Operating inCome..........ccoevververrevennen. 13,151 22 % 6,632 1.2% 28,657 4.5%
Other expenses, Net..........ccecveveereeveereereeneene. 6,859 1.2 % 3,873 0.7% 4,050 0.6%
Income before (benefit) provision for
TCOME tAXES vevvrveeeeeeeeeeeeeeeeeeeeeeeens 6,292 1.1 % 2,759 0.5% 24,607 3.9%
Income tax (benefit) provision.............c.e....... (4,091) 0.7% 345 0.1% 6,247 1.0%
NEt INCOME ... $ 10,383 1.8% $ 2414 04% $ 18,360 2.9%
Revenues

The following table sets forth a comparison of our revenues for the periods indicated (in thousands):

Year Ended December 31, Dollar Percentage
2014 2013 Change Change
REVENUES ...ttt $ 593,241 % 574,171  $ 19,070 33 %
Year Ended December 31, Dollar Percentage
2013 2012 Change Change
REVEIIUES .o s eeeeeeeseeeeeeeeeeeseeeeeseeeeseeeee $ 574,171 $ 631,171 $ (57,000) (9.0)%

Total revenues increased by $19.1 million, or 3.3%, from 2013 to 2014 primarily due to a $29.5 million increase in
revenues from our U.S. Federal segment, a $11.6 million increase in revenues from our Small-Scale Infrastructure segment, a
$6.9 million increase in revenues from integrated-PV sales and enterprise energy management services and $9.7 million in
revenues as a result of our current year acquisitions. These increases were partially offset by a $40.0 million decrease in
revenues from our U.S. Regions segment.

Total revenues decreased by $57.0 million, or 9.0%, from 2012 to 2013 primarily due to a $70.8 million decrease in
revenues from our U.S. Regions and U.S. Federal segments, partially offset by an $8.2 million increase in our Canada segment
a $2.4 million increase in our Small-Scale Infrastructure segment and $3.6 million increase in revenues from integrated-PV
sales. The decrease in revenues from our U.S. Regions and U.S. Federal segments was primarily due to the lagged effect of
delays in converting awarded projects to signed contracts, a trend continued from 2012.
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Cost of Revenues and Gross Margin

The following table sets forth a comparison of our cost of revenues and gross profit for the periods indicated (in
thousands):

Year Ended December 31, Dollar Percentage
2014 2013 Change Change
COSt Of FEVEINUES ...veveieiieiceee s $ 476,309 $ 470,846  $ 5,463 1.2 %
GroSS MArgin Y0....c.ecveeveeviereerieeienreeiese e seereeenens 19.7% 18.0%
Year Ended December 31, Dollar Percentage
2013 2012 Change Change
CoSt OF TEVENUES ....vevveviciiecreerecreeee e $ 470,846 $ 503,024 § (32,178) (6.4)%
GroSS MArIN Y0...ccveeeveeveeiierieiieeeenreeee e esesieeseeenens 18.0% 20.3%

Cost of revenues. Total cost of revenues increased $5.5 million, or 1.2%, from 2013 to 2014 due primarily to the increase in
revenues described above, partially offset by a favorable mix of higher margin projects and a $1.0 million recovery during the
second quarter of 2014 related to a customer warranty issue. Total cost of revenues decreased by $32.2 million, or 6.4%, from
2012 to 2013 due primarily to the decrease in revenues year-over-year.

Gross margin. Gross margin increased from 18.0% in 2013 to 19.7% in 2014. The increase was driven primarily by the
favorable mix of higher margin projects and the customer warranty recovery described above. Gross margin decreased from
20.3% in 2012 to 18.0% in 2013. The decrease was driven primarily by a proportional increase in lower margin projects as a
percentage of total revenues as well as fewer project closeout adjustments in 2013.

Selling, General and Administrative Expenses

The following table sets forth a comparison of our selling, general and administrative expenses for the periods indicated (in
thousands):

Year Ended December 31, Dollar Percentage
2014 2013 Change Change
Selling, general and administrative expenses.............. $ 103,781 § 96,693 $ 7,088 7.3 %
Year Ended December 31, Dollar Percentage
2013 2012 Change Change
Selling, general and administrative expenses.............. $ 96,693 $ 98,474 $ (1,781) (1.8)%

Selling, general and administrative expenses increased $7.1 million, or 7.3%, from 2013 to 2014 to $103.8 million
primarily due to $2.0 million in restructuring charges, a $1.7 million increase in project development costs and $1.4 million in
bad debt expense related to a single customer. Selling, general and administrative expenses for the twelve months ended
December 31, 2014 also includes incremental expenses, including $2.6 million in salaries and benefits, as a result of
acquisitions.

Selling, general and administrative expenses decreased $1.8 million or 1.8% to $96.7 million from 2012 to 2013 primarily
due to a decrease in salaries and benefits of $6.7 million, resulting from improved utilization rates (that is, an increase in
employee time spent on specific project or revenue generating activity) partially offset by a $2.3 million increase in
professional fees, a $1.1 million increase in information technology expenses, a $0.5 million increase in insurance expense and
a $0.7 million increase in depreciation and amortization expense.

Goodwill Impairment

We conducted our annual goodwill impairment test as of December 31, 2014, 2013 and 2012 for all reporting units and
noted no impairment of goodwill as of the 2014 and 2013 test dates. The 2012 test, which was based on our then most recent
cash flow forecast, indicated that the goodwill of our Canada reporting unit related to our 2009 Byrne acquisition was impaired,
as the carrying value exceeded its estimated fair value. Accordingly, we recorded a non-cash, non-tax deductible goodwill
impairment charge of $1.0 million during the year ended December 31, 2012.
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Other Expenses, Net

Other expenses, net increased from 2013 to 2014 by $3.0 million primarily due to foreign currency exchange losses and a
$1.3 million increase in interest expense, net of interest income. The increase in interest expense, net of interest income was due
to a decrease in interest capitalized relating to construction financing and an increase in interest related to the conversion to
term loans on our construction-to-term loan credit facility during the second half of 2013 and first half of 2014. Other expenses,
net decreased from 2012 to 2013 by $0.2 million.

Income Before Taxes

Income before taxes increased from 2013 to 2014 by $3.5 million, or 128.1%, due to the reasons described above. Income
before taxes decreased from 2012 to 2013 by $21.8 million, or 88.8%, primarily due to lower revenues and an increase in
operating expenses, both as described above.

(Benefit) Provision for Income Taxes

The (benefit) provision for income taxes is based on various rates set by Federal, state, provincial and local authorities and
is affected by permanent and temporary differences between financial accounting and tax reporting requirements. Our statutory
rate, which is a combined Federal and state rate, has ranged between 38.1% and 45.6%. During 2014, we recognized an income
tax benefit of $4.1 million. The effective annual income tax rate for 2014 was (65.0)%. The principal reason for the difference
between the statutory rate and the annual effective rate were the effects of investment tax credits and production tax credits to
which we are entitled from plants we own.

During 2013, we recognized income taxes of $0.3 million, or 12.5% of pretax income. The principal difference between the
statutory rate and the effective rate was due to deductions permitted under Section 179D of the Code, which relate to the
installation of certain energy efficiency equipment in Federal, state, provincial and local government-owned buildings, as well
as production tax credits to which we are entitled from the electricity generated by certain plants that we own. These energy
efficiency tax benefits accounted for a $3.3 million reduction in the 2013 provision, or a reduction of 118.9% in the effective
rate.

During 2012, we recognized income taxes of $6.2 million, or 25.4% of pretax income. The principal difference between the
statutory rate and the effective rate was due to deductions permitted under Section 179D of the Code, which relate to the
installation of certain energy efficiency equipment in Federal, state, provincial and local government-owned buildings, as well
as production tax credits to which we are entitled from the electricity generated by certain plants that we own. These energy
efficiency tax benefits accounted for a $7.0 million reduction in the 2012 provision, or a reduction of 28.6% in the effective
rate.

Net Income

Net income increased $8.0 million to $10.4 million for the twelve months ended December 31, 2014 compared to $2.4
million for the same period of 2013 for the reasons discussed above. Basic and diluted earnings per share for the twelve months
ended December 31, 2014 were $0.22 per share, an increase of $0.17 per share, compared to the same period of 2013.

As aresult of the 2013 outcomes discussed above net income decreased in 2013 by $15.9 million, or 86.9%. Earnings per
share in 2013 was $0.05 per basic share, representing a decrease of $0.36, or 87.8%, and $0.05 per diluted share, representing a
decrease of $0.35, or 87.5%. The weighted-average number of basic and diluted shares increased in 2013 by 2.0% and 0.9%,
respectively. The exercise of incentive stock options accounted for the increase in basic shares, while the awarding of new stock
options contributed to an increase in diluted shares.

As aresult of the 2012 outcomes discussed above net income was $18.4 million. Earnings per share in 2012 was $0.41 per
basic share and $0.40 per diluted share. The weighted-average number of basic and diluted shares increased in 2012 by 4.8%
and 2.9%, respectively. The exercise of incentive stock options accounted for the increase in basic shares, while the awarding of
new stock options contributed to an increase in diluted shares.

Business Segment Analysis (in thousands)

We report results under ASC 280, Segment Reporting. Our reportable segments for the year ended December 31, 2014 are
U.S. Regions, Federal, Canada and Small-Scale Infrastructure. Our U.S. Regions, U.S. Federal and Canada segments offer
energy efficiency products and services, which include: the design, engineering and installation of equipment and other
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measures to improve the efficiency and control the operation of a facility’s energy infrastructure; renewable energy products
and services, which include the construction of small-scale plants for customers that produce electricity, gas, heat or cooling
from renewable sources of energy; and O&M services. Our Small-Scale Infrastructure segment sells electricity, processed LFG,
heat or cooling, produced from renewable sources of energy and generated by small-scale plants that we own. The “All Other”
category offers enterprise energy management services, consulting services and integrated-PV. These segments do not include
results of other activities, such as corporate operating expenses not specifically allocated to the segments.

U.S. Regions

Year Ended December 31, Dollar Percentage
2014 2013 Change Change
REVEIIUES .o eeeeeeeeeeeee e eeeeeeeseeeeeseeeeseeeee $ 274338 $ 314339 $  (40,001) (12.7)%
Income Before taxes.......coovrvrvereerirrereirierereeeeeeieeenenns $ 25,846 $ 22,408 $ 3,438 153 %
Year Ended December 31, Dollar Percentage
2013 2012 Change Change
REVENUES......o.veviveeieeeeeeteee ettt $ 314,339 $ 382,118 $ (67,779) (17.7)%
Income before taxes.........ooeevevveeeecreereeereeeeere e $ 22,408 $ 44361 $ (21,953) (49.5)%

Revenues for the U.S. Regions segment decreased by $40.0 million, or (12.7)%, to $274.3 million for the twelve months
ended December 31, 2014 compared to the same period of 2013 primarily due to a $52.7 million decrease in revenues from the
construction of small-scale renewable energy plants for customers. In 2014, we made the decision to develop such projects for
our own asset portfolio and therefore there were no significant comparable project revenues. This decrease was partially offset
by a $12.7 million net increase across the U.S. Regions businesses due to the timing of revenue recognized as a result of the
phase of active projects.

Revenues for the U.S. Regions segment decreased from 2012 to 2013 by $67.8 million, or 17.7%, to $314.3 million
primarily due the lagged effect of delays in converting awarded projects to signed contracts, a trend continued from 2012.

Income before taxes for the U.S. Regions segment increased by $3.4 million, or 15.3%, to $25.8 million for the twelve
months ended December 31, 2014 compared to the same period of 2013 primarily due to a favorable mix of higher margin
projects and the recovery on a customer warranty issue described above, partially offset by the decrease in the segment’s
revenues.

Income before taxes for the U.S. Regions segment decreased from 2012 to 2013 by $22.0 million, or 49.5%, to $22.4
million. The decrease was primarily due to the decrease in revenues, a proportional increase in lower margin projects as a
percentage of total revenues as well as fewer project closeout adjustments in 2013.

U.S. Federal

Year Ended December 31, Dollar Percentage
2014 2013 Change Change
REVENUES.....c..coiiiiiiiiiiiice e $ 99,986 $ 70,452 $ 29,534 41.9 %
Income before taxes.........occevvevveierieieiereieieese e $ 10,489 $ 6,430 § 4,059 63.1 %
Year Ended December 31, Dollar Percentage
2013 2012 Change Change
Revenues.......coovvieiioiiiiiiee e $ 70,452 $ 73,469 $ (3,017) 4.1)%
INCOME DEFOTE tAXES ..o $ 6,430 $ 2,263 $ 4,167 184.1 %

Revenues for the U.S. Federal segment increased by $29.5 million, or 41.9%, to $100.0 million for the twelve months
ended December 31, 2014 compared to the same period of 2013 primarily due to several large new energy efficiency projects
for which revenue began to be recognized during the second quarter of 2014.

Revenues for the U.S. Federal segment decreased from 2012 to 2013 by $3.0 million, or 4.1%, to $70.5 million primarily
due to the Federal Government sequestration during 2013 resulting in a delay in the conversion of project backlog to revenues.
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Income before taxes for the U.S. Federal segment increased by $4.1 million, or 63.1%, to $10.5 million for the twelve
months ended December 31, 2014 compared to the same period of 2013 primarily due to the increase in revenues described
above.

Income before taxes for the U.S. Federal segment increased from 2012 to 2013 by $4.2 million, or 184.1%, to $6.4 million.
The increase was primarily due to an improvement in profit margins due to project mix and a $1.3 million decrease in selling,
general and administrative expenses as a result of improved utilization rates.

Canada
Year Ended December 31, Dollar Percentage
2014 2013 Change Change
REVENUES ...t $ 70,492 $ 68,797 $ 1,695 2.5 %
L 0SS Defore taxes ......c.cevverveereeiiereeiiereceee e $ (7,838) $ (3,043) $ (4,795) 157.6 %
Year Ended December 31, Dollar Percentage
2013 2012 Change Change
REVENUES ...t $ 68,797 $ 60,564 $ 8,233 13.6 %
L 0SS before taxes ......c.coeeeeereeiiereerierecie e $ (3,043) $ 4,179) $ 1,136 (27.2)%

Revenues for the Canada segment increased $1.7 million, or 2.5%, to $70.5 million for the twelve months ended December
31, 2014 compared to the same period of 2013 primarily due to the timing of revenue recognized as a result of the phase of
active projects, including several new projects.

Revenues for the Canada segment increased from 2012 to 2013 by $8.2 million, or 13.6%, to $68.8 million, primarily due
to an increase in new customer contracts and the full year impact of the 2012 FAME acquisition.

Loss before taxes for the Canada segment increased $4.8 million, or 157.6%, to $7.8 million for the twelve months ended
December 31, 2014 compared to the same period of 2013 primarily due to an unfavorable mix of lower margin projects as well
as $1.0 million in restructuring related charges during 2014.

Loss before taxes for the Canada segment decreased from 2012 to 2013 by $1.1 million, or 27.2%, to a loss of $3.0 million.
The improvement is primarily due to an increase in gross profit and a decrease in selling, general and administrative expenses
related to improved operating efficiencies.

Small-Scale Infrastructure

Year Ended December 31, Dollar Percentage
2014 2013 Change Change
REVENUES ...t $ 52,037 $ 40,388 $ 11,649 28.8%
Income before taxesS.......vvveeeveeveieeeeeeeeeeeeeeeeeeeeeeeeeens $ 6,090 $ 4365 $ 1,725 39.5%
Year Ended December 31, Dollar Percentage
2013 2012 Change Change
REVENUES ...t $ 40,388 $ 37,979 $ 2,409 6.3%
Income before taXeS ... ..oc.vvveeeeoeeeeeeeeeeeeeeee e $ 4365 $ 2,031 $ 2,334 114.9%

Revenues for the Small-Scale Infrastructure segment increased $11.6 million, or 28.8%, to $52.0 million for the twelve
months ended December 31, 2014 primarily due to an increase in the number of owned plants fully operational compared to the
same period of 2013.

Revenues for the Small-Scale Infrastructure segment increased from 2012 to 2013 by $2.4 million, or 6.3%, to $40.4
million primarily due to an increase in the number of owned plants fully operational during 2013, as well as a $0.8 million
increase in revenue recognized from the sale of renewable energy certificates.

Income before taxes for the Small-Scale Infrastructure segment increased by $1.7 million, or 39.5%, to $6.1 million for the
twelve months ended December 31, 2014 compared to the same period of 2013 primarily due to the increase in revenues
described above.
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Income before taxes for the Small-Scale Infrastructure segment increased from 2012 to 2013 by $2.3 million, or 114.9%, to
$4.4 million. The increase was primarily due to the increase in revenues described above, a decrease in maintenance expense
and a $1.4 million gain on the ineffective portion of our interest rate swaps, partially offset by an increase in depreciation
expense.

All Other & Unallocated Corporate Activity

Year Ended December 31, Dollar Percentage
2014 2013 Change Change
ReVENUES......coiiiiiiiiiieeee e $ 96,388 $ 80,195 $ 16,193 20.2 %
L0SS DEfOre taXeS .....oveoveeviveceieeeeeeeeeeeeeeeeee e $ (208) $ (1,281) $ 1,073 (83.8)%
Unallocated corporate activity..........ccoveveieeerierennnn. $ (28,087) $ (26,120) $ (1,967) 7.5 %
Year Ended December 31, Dollar Percentage
2013 2012 Change Change
REVENUES ... e $ 80,195 $ 77,041 § 3,154 4.1 %
(Loss) Income before taxes...........coeveveeeeeeeeeeenennn. $ (1,281) $ 1,322 § (2,603) (196.9)%
Unallocated corporate activity...........cccccceeeveeerenenenn. $ (26,120) $ (21,191) $ (4,929) 233 %

Revenues not allocated to segments and presented as all other increased $16.2 million, or 20.2%, to $96.4 million for the
twelve months ended December 31, 2014 compared to the same period of 2013 primarily due a $6.9 million increase in
revenues from integrated-PV sales and enterprise energy management services, and $9.7 million in revenues as a result of our
current year acquisitions.

Revenues not allocated to segments and presented as all other, increased from 2012 to 2013 by $3.2 million, or 4.1%, to
$80.2 million primarily due to a $3.6 million increase in integrated-PV sales.

Loss before taxes not allocated to segments and presented as all other decreased by $1.1 million to a loss of $0.2 million
for the twelve months ended December 31, 2014 compared to the same period of 2013 primarily due to the increase in revenues
described above.

Income (loss) before taxes not allocated to segments and presented as all other, decreased from 2012 to 2013 by $2.6
million to a loss of $1.3 million primarily due to investments made in new products and service offerings that were not yet
generating meaningful revenues, partially offset by the increase in revenues described above.

Unallocated corporate activity includes all corporate level selling, general and administrative expenses and other expenses
not allocated to the segments. We do not allocate any indirect expenses to the segments.

Unallocated corporate activity increased by $2.0 million, or 7.5%, to $28.1 million primarily due to an increase in salary
and benefit expenses, including severance charges realized during the first quarter of 2014, and acquisition related costs.

Unallocated corporate activity increased from 2012 to 2013 by $4.9 million, or 23.3%, to $26.1million primarily due to an
increase in salary and benefit expenses related to an increase in headcount and increased professional fees.
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Liquidity and Capital Resources

Sources of liquidity. Since inception, we have funded operations primarily through existing net cash available, cash flow
from operations and various forms of debt.

The changes in cash and cash equivalents for the years ended December 31, 2014, 2013 and 2012 were as follows:

Year Ended December 31,
2014 2013 2012
Cash flows from operating aCtiVities .............ccoevveeeeereeieeeeeeeeeeeeeeeenas $ 254§ (60,609) $ 42,209
Cash flows from investing actiVities............cceeveeruereerresieesresienreeeesseennenns (38,600) (29,937) (48,953)
Cash flows from financing activities ...........ccooveevuevreevreieecreeeeereeeecreenenn, 42,776 43,190 43,486
Effect of exchange rate changes on cash.........ccccooceeviiieiiccienieciceen, 2,161 1,179 328
Net (decrease) increase in cash and cash equivalents.............c.ccoceveneee.. $ 6,591 §$ (46,177) $ 37,070

We believe that cash and cash equivalents, and availability under our revolving senior secured credit facility, combined
with our access to the credit markets, will be sufficient to fund our operations through 2015 and thereafter.

Proceeds from our Federal ESPC projects are generally received through agreements to sell the ESPC receivables related to
certain ESPC contracts to third-party investors. We use the advances from the investors under these agreements to finance the
projects. Until recourse to us ceases for the ESPC receivables transferred to the investor, upon final acceptance of the work by
the government customer, we are the primary obligor for financing received. The transfers of receivables under these
agreements do not qualify for sales accounting until final customer acceptance of the work, so the advances from the investors
are not classified as operating cash flows. Cash draws that we receive under these ESPC agreements are recorded as financing
cash inflows. The use of the cash received under these arrangements to pay project costs is classified as operating cash flows.
Due to the manner in which the ESPC contracts with the third-party investors are structured, our reported operating cash flows
are materially impacted by the fact that operating cash flows only reflect the ESPC contract expenditure outflows and do not
reflect any inflows from the corresponding contract revenues. Upon acceptance of the project by the Federal customer the
ESPC receivable and corresponding ESPC liability are removed from our consolidated balance sheet as a non-cash settlement.
See Note 2, “Summary of Significant Accounting Policies”, to our Consolidated Financial Statements appearing in Item 8 of
this Annual Report on Form 10-K.

As a result of the structure of the Federal ESPC project arrangements management uses adjusted cash from operations, as
previously defined, as a measure of liquidity because it captures all sources of cash associated with our revenues generated by
operations. Adjusted cash from operations for the twelve months ended December 31, 2014, 2013 and 2012 were $51.4 million,
$(20.6) million and $72.4 million, respectively.

Our service offering also includes the development, construction and operation of small-scale renewable energy plants.
Small-scale renewable energy projects, or project assets, can either be developed for the portfolio of assets that we own and
operate or designed and built for customers. Expenditures related to projects that we own are recorded as cash outflows from
investing activities. Expenditures related to projects that we build for customers are recorded as cash outflows from operating
activities as cost of revenues.

Capital expenditures. Our total capital expenditures were $24.7 million, $23.6 million, and $44.9 million for the twelve
months ended December 31, 2014, 2013 and 2012, respectively. The 2014, 2013 and 2012 capital expenditures were net of
Section 1603 rebates received of $3.7 million, $3.3 million, and $7.3 million, respectively. Section 1603 of the American
Recovery and Reinvestment Tax Act of 2009 authorized the U.S. Department of the Treasury to make payments to eligible
persons who place in service specified energy property. This property would have been eligible for production tax credits under
the Code, but we elected to forgo such tax credits in exchange for the payment made under Section 1603. Additionally, we
invested $13.9 million, $9.8 million and $4.0 million in acquisitions for the twelve months ended December 31, 2014, 2013 and
2012, respectively. We currently plan to invest approximately $75.0 million to 90.0 million in capital expenditures in 2015,
principally for new renewable energy plants.

Cash flows from operating activities. Operating activities provided $0.3 million of net cash during 2014. In 2014, we had
net income of $10.4 million, which is net of non-cash compensation, depreciation, amortization, deferred income taxes and
other non-cash items totaling $23.6 million. Net increases in other assets and decreases in other liabilities used $9.3 million.

41



These uses of cash were partially offset by decreases in restricted cash, accounts receivable including retainage, inventory, costs
and estimated earnings in excess of billings and billings in excess of costs and estimated earnings, net, prepaid expenses and
other current assets and project development costs and increases in accounts payable, accrued expenses, other current liabilities
and and income taxes payable which provided $35.1 million. Federal ESPC receivables used $59.5 million. As described above,
Federal ESPC operating cash flows only reflect the ESPC expenditure outflows and do not reflect any inflows from the
corresponding contract revenues, which are recorded as cash inflows from financing activities due to the timing of the receipt of
cash related to the assignment of the ESPC receivables to the third-party investors.

Operating activities used $60.6 million of net cash during 2013. In 2013, we had net income of $2.4 million, which is net
of non-cash compensation, depreciation, amortization, gains on sales of assets, deferred income taxes and other non-cash items
totaling $1.2 million. Net increases in restricted cash, costs and estimated earnings in excess of billings and billings in excess of
costs and estimated earnings, net, inventory, project development costs and other assets and decreases in accounts payable,
accrued expenses, other current liabilities used $42.6 million. However, decreases in accounts receivable including retainage,
prepaid expenses and other current assets and increases in other liabilities and income taxes payable provided $19.4 million.
Federal ESPC receivables used $41.0 million.

Operating activities provided $42.2 million of net cash during 2012. In 2012, we had net income of $18.4 million, which is
net of non-cash compensation, depreciation, amortization, gains on sales of assets, deferred income taxes and other non-cash
items totaling $19.5 million. Net decreases in accounts receivable including retainage, costs and estimated earnings in excess of
billings and billings in excess of costs and estimated earnings, net and increases in accounts payable and accrued expenses,
other liabilities and income taxes payable provided $49.2 million. However, increases in restricted cash, project development
costs, inventory, prepaid expenses and other current assets and other assets used $16.2 million. Federal ESPC receivables used
$28.7 million.

Cash flows from investing activities. Cash used for investing activities totaled $38.6 million during 2014 and consisted of
capital investments of $26.7 million related to the development of renewable energy plants; $1.7 million related to purchases of
other property and equipment; and $13.9 million for acquisitions. Offsetting these amounts was $3.7 million of Section 1603
and other rebates received during the period.

Cash used for investing activities totaled $29.9 million during 2013 and consisted of capital investments of $24.5 million
related to the development of renewable energy plants; $2.3 million related to purchases of other property and equipment; and
$9.8 million for the acquisition of Ennovate and ESP. Offsetting these amounts were the sale of assets of $3.5 million and $3.3
million of Section 1603 and other rebates received during the period.

Cash used for investing activities totaled $49.0 million during 2012 and consisted of capital investments of $47.2 million
related to the development of renewable energy plants; $5.1 million related to purchases of other property and equipment; $4.0
million primarily for the acquisition of FAME. Offsetting these amounts were $7.3 million of Section 1603 rebates received
during the period.

Cash flows from financing activities. Net cash provided by financing activities totaled $42.8 million during 2014 and
included repayments of $18.4 million on long-term debt and payments of $0.4 million relating to financing fees. These uses of
financing cash were offset by the release of $3.0 million from restricted cash accounts, proceeds from our senior secured credit
facility of $5.0 million and exercises of options, which provided $1.4 million. Proceeds from Federal ESPC projects provided
$51.2 million in cash.

Net cash provided by financing activities totaled $43.2 million during 2013 and included repayments of $14.7 million on
other long-term debt and payments of $0.5 million relating to financing fees. These uses of financing cash were offset by the
release of $1.6 million into restricted cash accounts, proceeds from long-term debt financing of $9.4 million and exercises of
options, which provided $2.1 million. Proceeds from Federal ESPC projects provided $40.0 million in cash.

Net cash provided by financing activities totaled $43.5 million during 2012 and included repayments of $9.3 million on our
senior secured credit facility, repayments of $5.6 million on other long-term debt, payments of $3.2 million relating to financing
fees, payments of $2.7 million into restricted cash accounts, and the book overdraft of $7.3 million. These were offset by
proceeds from long-term debt financing of $37.7 million and exercises of options which provided $3.5 million. Proceeds from
Federal ESPC projects provided $30.2 million in cash.

Senior Secured Credit Facility — Revolver and Term Loan

We have a credit and security agreement with two banks. The credit facility consists of a $60.0 million, subject to the
quarter end ratio covenant described below, revolving credit facility and an initial $40.0 million term loan. At December 31,
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2014, $34.0 million was available and $5.0 million was outstanding under the revolving credit facility; and $20.0 million was
outstanding under the term loan. The term loan requires quarterly principal payments of $1.4 million, with the balance due at
maturity. Ameresco, Inc. is the sole borrower under the credit facility. The credit facility is secured by a lien on all of our assets
other than renewable energy projects that we own and for which financing from others remains outstanding, and limits our
ability to enter into other financing arrangements. Availability under the revolving credit facility is based on two times our
EBITDA for the preceding four quarters. We are required to maintain a minimum EBITDA of $27.0 million on a trailing four-
quarter basis; a maximum ratio of total funded debt to EBITDA as of the end of each fiscal quarter of 2.0 to 1.0; and a
minimum ratio of cash flow to debt service of 1.5 to 1.0 for the trailing four fiscal quarters. EBITDA for purposes of the facility
excludes the results of renewable energy projects that we own and for which financing from others remains outstanding. The
credit facility matures on June 30, 2016, when all amounts will be due and payable in full.

As of December 31, 2014, we were in compliance with all of the financial and operational covenants in the senior credit
facility. In addition, we do not consider it likely that we will fail to comply with these covenants for the next twelve months.

Project Financing

Construction and Term Loans. We have entered into a number of construction and term loan agreements for the purpose of
constructing and owning certain renewable energy plants. The physical assets and the operating agreements related to the
renewable energy plants are owned by wholly owned, single member special purpose subsidiaries. These construction and term
loans are structured as project financings made directly to a subsidiary, and upon acceptance of a project, the related
construction loan converts into a term loan. While we are required under GAAP to reflect these loans as liabilities on our
consolidated balance sheet, they are generally nonrecourse and not direct obligations of Ameresco, Inc. As of December 31,
2014, we had outstanding $77.3 million in aggregate principal amount under these loans with maturities at various dates from
2017 to 2028. Effective interest rates, after consideration for our interest rate swap contracts, ranged from 6.1% to 7.3%. One
loan, with an outstanding balance as of December 31, 2014 of $3.7 million, does require Ameresco, Inc. to provide assurance to
the lender of the project performance. A second loan, entered into during 2012, with an outstanding balance at December 31,
2014 of $41.0 million, requires Ameresco, Inc. to provide assurance to the lender of reimbursement upon any recapture of
certain renewable energy government cash grants upon the occurrence of events that cause the recapture of such grants. As of
December 31, 2013, we had outstanding $90.5 million in aggregate principal amount under these loans, bearing interest at rates
ranging from 6.1% to 8.7% and maturing at various dates from 2015 to 2028. As of December 31, 2012, we had outstanding
$88.6 million in aggregate principal amount under these loans, bearing interest at rates ranging from 6.1% to 8.7% and
maturing at various dates from 2013 to 2028.

These construction and term loan agreements require us to comply with a variety of financial and operational covenants. As
of December 31, 2014 we were in compliance with all of these financial and operational covenants. In addition, we do not
consider it likely that we will fail to comply with these covenants during the term of these agreements.

Federal ESPC liabilities. We have arrangements with certain lenders to provide advances to us during the construction or
installation of projects for certain customers, typically Federal Governmental entities, in exchange for our assignment to the
lenders of our rights to the long-term receivables arising from the ESPCs related to such projects. These financings totaled
$70.9 million and $44.3 million in principal amounts at December 31, 2014 and 2013, respectively. Under the terms of these
financing arrangements, we are required to complete the construction or installation of the project in accordance with the
contract with our customer, and the debt remains on our consolidated balance sheet until the completed project is accepted by
the customer.
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Contractual Obligations

The following table summarizes our significant contractual obligations and commitments as of December 31, 2014 (in
thousands):

Payments due by Period

Less than One to Three to More than
Total One Year Three Years Five Years Five Years
Senior Secured Credit Facility:
REVOIVET ..o, $ 5,000 $ — 3 5,000 $ — —
Term Loan ......ccceevvivvviieiiiiiieieeeeeeeeee, 20,000 5,714 14,286 — —
Project Financing:
Construction and term loans...................... 77,292 6,541 12,775 12,569 45,407
Federal ESPC liabilities(1)........c.cccceeeunenn. 70,875 — 70,875 — —
Interest obligations(2)......c.ccceevvveeenreeeerreenenen. 30,379 4,438 7,256 5,723 12,962
Operating [eases...........ccvevveeeereieceeneeriereeeennenn 10,595 3,296 5,327 1,704 268
Total.ooiiceiceeeecee e $ 214,141 $ 19,989 $§ 115,519 $ 19,996 $ 58,637

(1) Federal ESPC arrangements relate to the installation and construction of projects for certain customers, typically
Federal Governmental entities, where we assign to third-party lenders our right to customer receivables. We are
relieved of the liability when the project is completed and accepted by the customer. We typically expect to be
relieved of the liability between one and three years from the date of project construction commencement. The table
does not include, for our Federal ESPC liability arrangements, the difference between the aggregate amount of the
long-term customer receivables sold by us to the lender and the amount received by us from the lender for such sale.

(2)  For both the revolving and term loan portions of our senior secured credit facility, the table above assumes that the
variable interest rate in effect at December 31, 2014 remains constant for the term of the facility.

Off-Balance Sheet Arrangements

We did not have during the periods presented, and we do not currently have, any off-balance sheet arrangements, as defined
under SEC rules, such as relationships with unconsolidated entities or financial partnerships, which are often referred to as
structured finance or special purpose entities, established for the purpose of facilitating financing transactions that are not
required to be reflected on our balance sheet.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to changes in interest rates and foreign currency exchange rates because we finance certain operations
through fixed and variable rate debt instruments and denominate our transactions in U.S. and Canadian dollars and British
pounds sterling (“GBP”). Changes in these rates may have an impact on future cash flows and earnings. We manage these risks
through normal operating and financing activities and, when deemed appropriate, through the use of derivative financial
Instruments.

Interest Rate Risk

We had cash and cash equivalents totaling $23.8 million as of December 31, 2014 and $17.2 million as of December 31,
2013. Our exposure to interest rate risk primarily relates to the interest expense paid on our senior secured credit facility.

Derivative Instruments

We do not enter into financial instruments for trading or speculative purposes. However, through our subsidiaries we do
enter into derivative instruments for purposes other than trading purposes. Certain of the term loans that we use to finance our
renewable energy projects bear variable interest rates that are indexed to short-term market rates. We have entered into interest
rate swaps in connection with these term loans in order to seek to hedge our exposure to adverse changes in the applicable
short-term market rate. In some instances, the conditions of our renewable energy project term loans require us to enter into
interest rate swap agreements in order to mitigate our exposure to adverse movements in market interest rates. The interest rate
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swaps that we have entered into qualify and have been designated as fair value hedges. See Note 2 of “Notes to Consolidated
Financial Statements” included in Item 8 of this Annual Report on Form 10-K.

By using derivative instruments, we are subject to credit and market risk. The fair market value of the derivative
instruments is determined by using valuation models whose inputs are derived using market observable inputs, including
interest rate yield curves, and reflects the asset or liability position as of the end of each reporting period. When the fair value
of a derivative contract is positive, the counterparty owes us, thus creating a receivable risk for us. We are exposed to
counterparty credit risk in the event of non-performance by counterparties to our derivative agreements. We minimize
counterparty credit (or repayment) risk by entering into transactions with major financial institutions of investment grade credit
rating.

Our exposure to market interest rate risk is not hedged in a manner that completely eliminates the effects of changing
market conditions on earnings or cash flow.

Foreign Currency Risk

We have revenues, expenses, assets and liabilities that are denominated in foreign currencies, principally the Canadian
dollar and beginning in June 2013 in GBP. Also, a significant number of employees are located in Canada and the U.K., and our
subsidiaries in those countries transact business in those respective currencies. As a result, we have designated the Canadian
dollar as the functional currency for Canadian operations. Similarly, the GBP has been designated as the functional currency for
our operations in the U.K. When we consolidate the operations of these foreign subsidiaries into our financial results, because
we report our results in U.S. dollars, we are required to translate the financial results and position of our foreign subsidiaries
from their respective functional currencies into U.S. dollars. We translate the revenues, expenses, gains, and losses from our
Canadian and U.K. subsidiaries into U.S. dollars using a weighted average exchange rate for the applicable fiscal period. We
translate the assets and liabilities of our Canadian and U.K. subsidiaries into U.S. dollars at the exchange rate in effect at the
applicable balance sheet date. Translation adjustments are not included in determining net income for the period but are
disclosed and accumulated in a separate component of consolidated equity until sale or until a complete or substantially
complete liquidation of the net investment in our foreign subsidiary takes place. Changes in the values of these items from one
period to the next which result from exchange rate fluctuations are recorded in our consolidated statements of changes in
stockholders’ equity as accumulated other comprehensive income. For the year ended December 31, 2014, due to the
strengthening of the U.S. dollar versus both the Canadian dollar and GBP, our foreign currency translation resulted in a loss of
$3.5 million which we recorded as a decrease in accumulated other comprehensive income. For the year ended December 31,
2013, due to the strengthening of the U.S. dollar versus both the Canadian dollar and GBP, our foreign currency translation
resulted in a loss of 1.0 million, which we recorded as a decrease in accumulated other comprehensive income.

As a consequence, gross profit, operating results, profitability and cash flows are impacted by relative changes in the value
of the Canadian dollar and GBP. We have not repatriated earnings from our foreign subsidiaries, but have elected to invest in
new business opportunities there. See Note 8§ to our consolidated financial statements appearing in Item 8 of this Annual Report
on Form 10-K. We do not hedge our exposure to foreign currency exchange risk.
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Item 8. Financial Statements and Supplementary Data

AMERESCO, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

ASSETS
Current assets:
Cash and cash eqUIVALIENTS.........ccviriiieiieiieeie ettt sre e e b e taeebeesseesnbeesaneenns
RESIICtEA CASN.....eoiiiieie ettt aeenean
ACCOUNES TECRIVADIE, NEL .....viiieiieieiiceceeec ettt e et eeenaeeeennees
Accounts 1eceivable TetAINAZE . ......ccuevuieiirieii ettt
Costs and estimated earnings in excess of billings ........c.ccoevveverieiiiineinininnncecene
INVENLOTY, NEL...ceiiiiiiiiii ettt et e et e et e st e e st e e s bbeesarees
Prepaid expenses and other CUITEeNt aSSELS........ecvveevierieriieiieeie ettt
INCOME taX TECEIVADIC.......eiiieeiiiieieeieee ettt st e b eneesneens
Deferred INCOME TAXES ... .eveteteteieieiieiieiteit ettt ettt ettt bttt e et et ebesbesbeebesbesae b b e
Project development COSES .....couiiiiiiiiiiiiieie ettt ettt s eaeas
TOtAl CUITENE ASSELS. .. e.veetieuietieiete ettt eie et et et e e st e te et e e es e teene e st eneesseensesseensesneensesnean
Federal ESPC 1€C@IVADIE .....c..eviiiieiiiieieieieeeeet ettt
Property and eqUiPIMEnt, NET.........ceouiiieiiirieiieiceie ettt sttt
PrOJECt @SSELS, NMEL.....iouieiiiieitieiect ettt ettt ettt ettt ettt r et e n et n et st e e enes
Deferred financing fees, NEt........coecvivieriiriierieiiee et ae e ae e eseseees
GOOAWILL ..ttt ettt et b et e e e saeeaesaean
INtANGIDIE ASSELS, ML ......eeuieeieiiietieieet ettt ettt ettt et e st et e et eneeseeeneesneeseenean
ORI @SSEES ...ttt ettt sttt ettt b e bbbttt sttt et e st e st e bt ebe e bt s bt sb et sbenaen
TOtAL @SSELS .ttt ettt ettt ettt et ae et et saean
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Current portion of 1ong-term debt .........ccocooriiiiiiiiee e
ACCOUNLS PAYADLE ...ttt ettt et sae et sneeeeenean
Accrued expenses and other current labilities..........cccvevvereerierierieeierieiese e
Billings in excess of cost and estimated €arnings ..........cceoeeruerierenieneeieneeeeneeee e
INCOME taXES PAYADIE ....oveeiieeieie e et
Total current Habilities .......coverveieieieieiie et
Long-term debt, 1ess current POItion .........cccceeeereriererienieneseeeeetee et s
Federal ESPC HabIlIties ......ccueeieiiieieitiecieeiieie ettt sttt
Deferred INCOME TAXES ....veververtiteierieteteteteitett ettt sttt ettt ettt eae et et ebeebesbesbesbesbeseens
Deferred grant iNCOIME .......couieiiriieieriiee ettt ettt et b et see e e saeeaesaeas
L0 1313 g D21 031 1 RS PS
Commitments and contingencies (Note 12)

December 31,

2014 2013
23,762 $ 17,171
12,818 15,497
71,661 82,008
15,968 18,195
66,325 71,204

8,896 10,257
8,666 14,177
3,525 3,971
5,440 4,843
9,674 9,686
226,735 247,009
79,167 44,297
7,372 8,699
217,772 210,744
4,313 5,320
60,479 53,074
11,238 10,253
22,583 26,907
629,659 § 606,303
12,255 ' $ 12,974
87,787 79,509
26,944 23,257
18,291 16,933
812 615
146,089 133,288
90,037 103,222
70,875 44,297
7,210 10,875
8,842 8,163
20,300 29,652

The accompanying notes are an integral part of these consolidated financial statements.
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AMERESCO, INC.
CONSOLIDATED BALANCE SHEETS — (Continued)
(in thousands, except share and per share amounts)

December 31,

2014 2013

Stockholders’ equity:

Preferred stock, $0.0001 par value, 5,000,000 shares authorized, no shares issued and
outstanding at December 31, 2014 and 2013 ..........coovoiiieieieieee e $ — —

Class A common stock, $0.0001 par value, 500,000,000 shares authorized, 28,351,792
shares issued and outstanding at December 31, 2014, 27,869,317 shares issued and

outstanding at December 31, 2013 .........cociiiiiiiiiieieieeieeeeee et 3 3
Class B common stock, $0.0001 par value, 144,000,000 shares authorized, 18,000,000
shares issued and outstanding at December 31, 2014 and 2013 ..........ccocoeeieerieiecrecniene. 2 2
Additional paid-in Capital..........coeoeeiieiiiiririinin et 107,445 102,587
REtaINed CAIMINGS ......eeovievieiieiieetieieee ettt et e s te e e ste et e sseessesseesessnessesssesseessensanns 181,477 171,094
Accumulated other comprehensive (10sS) INCOME, NEt........coovereieriirieriiiienieereeee e (2,620) 3,112
NON-CONIOIING INTETESTE .....eeviiiieiiieiieie ettt ettt ettt e st eneesreeeesneeeeenean €)) 8
Total StoCKNOIACTS™ ©QUILY.......iecieriieiiiieie ettt ettt sbeesaesbeessenseens 286,306 276,806
Total liabilities and stockholders” equity ..........ccecireririirerereeeeeeee e $ 629,659 $ 606,303

The accompanying notes are an integral part of these consolidated financial statements.
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AMERESCO, INC.
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except share and per share amounts)

Year Ended December 31,
2014 2013 2012

REVEIUES ...ttt ettt ettt s e ee e ens $ 593,241 $ 574,171 $ 631,171
COSt OF TEVEIIUES ...ttt et e e e e eaeeeenaaeeenns 476,309 470,846 503,024

GIOSS PIOTIE ..ttt 116,932 103,325 128,147
Selling, general and administrative €Xpenses........c.ccoveeveveveeereeerverennens 103,781 96,693 98,474
GOoOdWIll IMPAITMENL ....ccvveevieeieiieeieie et eeeenes — — 1,016

OPErating IMNCOMEC. ......eeueeiieuiiriieienieetenteete st ete st ete sttt e seeeeeeaeenee 13,151 6,632 28,657
Other expenses, Net (NOtE 14) .....occeevieierieereee e 6,859 3,873 4,050

Income before (benefit) provision for income taxes..........ccccceeeverveennnns 6,292 2,759 24,607
Income tax (benefit) ProviSion ........cccccverveerieenieerieenieeeeeee e sre e (4,091) 345 6,247
NEEINCOIMIE ..ottt ettt et ea e et e et e ene e $ 10,383  $ 2414 $ 18,360
Net income per share attributable to common shareholders:

BASIC 1.ttt ettt $ 022 $ 005 § 0.41

DIIULEA .ottt $ 022 $ 005 § 0.40
Weighted average common shares outstanding:

BASIC 1.ttt ettt 46,161,846 45,560,078 44,649,275

DIIULEA .ottt 46,718,140 46,419,199 45,995,463

The accompanying notes are an integral part of these consolidated financial statements.
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AMERESCO, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in thousands)

Year Ended December 31,

2014 2013 2012

INEEITICOMIE .ttt ettt e e et eene et s et e sesenaesaeennas $ 10,383 $ 2,414 $ 18,360
Other comprehensive (loss) income:

Unrealized (loss) gain from interest rate hedges, net of tax effect of

$917, $614 and $0, 1€SPECIVELY .....o.ovveveeieeeieeeeeeeeeeeeeee e 2,217) 3,427 (667)

Foreign currency translation adjustment ............ccoccoevevereeenenienennnens (3,515) (1,028) 722
Total other comprehensive income (10SS).......ceevveveerierierienienieeieieeeenns (5,732) 2,399 55
Comprenensive INCOME ........c.ccveveeieieeeeeeereeeeeeeeteeteete ettt e e eeereeneas $ 4,651 $ 4813 § 18,415

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

CONSOLIDATED STATEMENTS OF CASH FLOW

(in thousands)

Year Ended December 31,
2014 2013 2012

Cash flows from operating activities:
INEE INCOIMIE ...ttt ettt ettt easeae e e $ 10,383 $ 2,414 § 18,360

Adjustments to reconcile net income to net cash flows from operating

activities:
Depreciation of project assetS.......ccovievuererrereeriesierieeieeeeeeseeeeeseeennes 15,047 12,595 11,229
Depreciation of property and equipment.............ccceevveecverreeienreeeenneennn. 3,044 3,078 2,829
Amortization of deferred financing fees..........ccccoeeevieiinieiincencnenne, 1,353 1,091 456
Amortization of intangible assets ............ceveeeierieiienieiiieeeee e 4,738 4,802 5,282
Impairment of 0OAWIll.........c.cccveieriiiiiiieieceeeeeee e — — 1,016
Provision for bad debtS.......cooouvviiiiiiiiiiiiieeeeeeeeceeee e 1,988 502 149
Gain on contingent lability ..........ccoocvevierirrerieieciee e — (1,075) —
Gain on Sale 0F ASSELS ...ocveevieeieiieieie et — (632) (800)
Unrealized (gain) loss on interest rate SWaps ........cccoceeeeveeneeneeneeneene. (1,418) (1,459) 98
Stock-based cOMPENSAtion EXPENSE ........eeverveeverreerrerierrerierreseensennens 2,493 2,799 3,351
Deferred INCOME tAXES ......ccvieieriieieriieierie ettt eeeesreesaesre e (2,749) (15,261) (3,850)
Excess tax benefits from stock-based compensation arrangements...... (918) (5,264) (260)

Changes in operating assets and 1iabilities: .......c..coceverererencnicinicnennens
Restricted Cash.......coeevieieiicieece e 300 (1,526) (11,089)
AcCCOUNES TECEIVADIE. ......evvviiiiiieiiiie e 8,611 1,391 25,624
Accounts receivable retainage..........cceveeeerieeierieeieneeeese e eeeennes 3,289 5,246 3,055
Federal ESPC 1receivable .........ccvccveviieieiieiecieeiecieeieeeere e (59,457) (40,998) (28,651)
LB 1NS) 117 ) 2RSSR 1,308 (94) (859)
Costs and estimated earnings in excess of billings...........ccccceevevvennennen. 4,587 (8,740) 7,225
Prepaid expenses and other current assets...........oceeeveeveerreecienreeeenneennn. 5,526 371 (447)
Project development COSES .......couiriiririeriiierieee e 482 (652) (3,010)
OthET @SSEES....eeveeeietieieetieieeteeieete sttt e et ebesseentesnaenseeneenseennesseennes (1,907) (14,001) (791)
Accounts payable, accrued expenses and other current liabilities ........ 9,496 (13,281) 10,679
Billings in excess of cost and estimated €arnings ............ccecceeeeeeruennee. 811 (4,310) (4,943)
Other Habilities ......eovevverieieieieiciecee e (7,414) 5,370 2,978
Income taxes PAYAbIE .......ccveieriieieriieiereee e 661 7,025 4,578

Cash flows from operating activities .........cecceeeeerereeneeieenenieneeeens 254 (60,609) 42,209

Cash flows from investing activities:
Purchases of property and equipment.............ccccceeverieecienriecieneeeenneennn. (1,745) (2,331) (5,061)
Purchases of project aSSets ..........ccevvrererreniiereseee e (26,679) (24,541) (47,191)
Grant awards and rebates received on project assets.........occeevereernennen. 3,727 3,262 7,311
Proceeds from Sales 0f @SSELS ....cuvvvivvviiiiiieieiiie e — 3,511 —
Acquisitions, net of cash received.........ooeverieiiiiiiieiieee, (13,903) (9,838) (4,012)

Cash flows from investing activities..........ccevveveveeeveericeeirieesieneaas $ (38,600) $ (29,937) $ (48,953)

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

CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

(in thousands)

Year Ended December 31,
2014 2013 2012
Cash flows from financing activities:
Excess tax benefits from stock-based compensation arrangements...... $ 918 $ 5264 § 260
Book overdraft...........oocieeiiiiiieiiecieeee e — — (7,297)
Payments of financing fees...........ccovvreerirrenieeceeeeeee e (374) (511 (3,208)
Proceeds from exercises of Options ...........ccceveevierienieeiieniieienieeeeseeenes 1,447 2,073 3,463
(Payments of) proceeds from senior secured credit facility .................. 5,000 — (9,286)
Proceeds from long-term debt financing ............ceceeveeienvecienveceenenen. — 9,434 37,713
Proceeds from Federal ESPC projects........c.cocvevevverieeienieeienieeeeseeenne. 51,165 40,010 30,203
Non-controlling INtErest.........coeeeeriirieririeneeie e 9 35 (91)
Restricted CaSh.......ooouviiieee e 3,021 1,554 (2,684)
Payments on long-term debt.........cccocoevvevieiiirieiieieeceee e, (18,392) (14,669) (5,587)
Cash flows from financing activities .........ccoceeeeerereenereenenienennens 42,776 43,190 43,486
Effect of exchange rate changes on cash .........c.ccooeeeiiiieiiiieiecee, 2,161 1,179 328
Net increase (decrease) in cash and cash equivalents.............ccocvenvenneene. 6,591 (46,177) 37,070
Cash and cash equivalents, beginning of year ...........ccccceeevieienienencnnn. 17,171 63,348 26,278
Cash and cash equivalents, end of year ..........ccoccovvveverieiinieceeeee, $ 23,762 $ 17,171  $ 63,348
Supplemental disclosures of cash flow information:
Cash paid fOr INTEIEST.........ccveveeieeieeieeieteee ettt $ 6,583 §$ 7,185 §$ 6,171
Cash paid for INCOME tAXES......ccueeeerereiereeie et $ 3,125 § 3831 § 1,562
Non-cash Federal ESPC Settlement..........cooeevveeeeiieeeeiieeieeeeeeeee e $ 24587 $ 88,556 $ 47,008
Accrued purchases of Project aSsets........ccvvevvreriererieerieenieerieeeeenens $ 3229 % 2,080 $ 3,385

The accompanying notes are an integral part of these consolidated financial statements.
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AMERESCO, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except share and per share amounts)

1. DESCRIPTION OF BUSINESS

Ameresco, Inc. (including its subsidiaries, the “Company”) was organized as a Delaware corporation on April 25, 2000.
The Company is a provider of energy efficiency solutions for facilities throughout North America. The Company provides
solutions, both products and services, that enable customers to reduce their energy consumption, lower their operating and
maintenance costs and realize environmental benefits. The Company’s comprehensive set of services includes upgrades to a
facility’s energy infrastructure and the construction and operation of small-scale renewable energy plants. It also sells certain
photovoltaic (“PV”) equipment worldwide. The Company operates in the United States, Canada and Europe.

The Company is compensated through a variety of methods, including: 1) direct payments based on fee-for-services
contracts (utilizing lump-sum or cost-plus pricing methodologies); 2) the sale of energy from the Company’s operating assets;
and 3) direct payment for photovoltaic equipment and systems.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Certain amounts have been reclassified in the prior year financial statements to conform to the current year presentation.
Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Ameresco, Inc., its wholly owned subsidiaries
and one subsidiary for which there is a minority shareholder. All significant intercompany accounts and transactions have been
eliminated. Gains and losses from the translation of all foreign currency financial statements are recorded in the accumulated
other comprehensive income account within stockholders’ equity. The Company prepares the financial statements in conformity
with accounting principles generally accepted in the United States of America (“GAAP”).

Use of Estimates

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 revenues
and expenses during the reporting period. The most significant estimates and assumptions used in these consolidated financial
statements relate to the estimation of final construction contract profit in accordance with accounting for long-term contracts,
allowance for doubtful accounts, inventory reserves, project development costs, fair value of derivative financial instruments
and stock-based awards, impairment of long lived assets, income taxes, self insurance reserves and any potential liability in
conjunction with certain commitments and contingencies. Actual results could differ from those estimates.

The Company is self-insured for employee health insurance. The maximum exposure in fiscal year 2014 under the plan
was $75 per covered participant, after which reinsurance takes effect. The liability for unpaid claims and associated expenses,
including incurred but not reported claims, is determined by management and reflected in the Company’s consolidated balance
sheets in accrued expenses and other current liabilities. The liability is calculated based on historical data, which considers both
the frequency and settlement amount of claims. The Company’s estimated accrual for this liability could be different than its
ultimate obligation if variables such as the frequency or amount of future claims differ significantly from management’s
assumptions.

Cash and Cash Equivalents

Cash and cash equivalents includes cash on deposit, overnight repurchase agreements and amounts invested in highly
liquid money market funds. Cash equivalents consist of short term investments with original maturities of three months or less.
The Company maintains accounts with financial institutions and the balances in such accounts, at times, exceed federally
insured limits. This credit risk is divided among a number of financial institutions that management believes to be of high
quality. The carrying amount of cash and cash equivalents approximates their fair value measured using level 1 inputs per the
fair value hierarchy as defined in Note 15.

Restricted Cash

Restricted cash consists of cash held in an escrow account in association with construction draws for ESPCs, construction
of project assets, operations and maintenance reserve accounts and cash collateralized letters of credit as well as cash required
under term loans to be maintained in debt service reserve accounts until all obligations have been indefeasibly paid in full.
Restricted cash also includes funds held for clients, which represent assets that, based upon the Company’s intent, are restricted
for use solely for the purposes of satisfying the obligations to remit funds to third parties, primarily utility service providers,
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AMERESCO, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(in thousands, except share and per share amounts)

relating to the Company’s enterprise energy management services. As of December 31, 2014 and 2013, the Company classified
the non-current portion of restricted cash of $10,636 and $11,295, respectively, in other assets on its consolidated balance
sheets.

Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from outstanding balances. An allowance for
doubtful accounts is provided for those accounts receivable considered to be uncollectible based upon historical experience and
management’s evaluation of outstanding accounts receivable. Bad debts are written off against the allowance when identified.

Changes in the allowance for doubtful accounts are as follows:

Year Ended December 31,
2014 2013 2012
Balance, beginning of period ...........cccevveeievieieieieieeet e $ 1,519 $ 1,174 § 1,135
Charges to costs and expenses 1,988 502 149
Account write-offs and other............coocooeiiiiiiii e (656) (157) (110)
Balance, end of period..........cccceeevierienierieieieieeeteeee e $ 2,851 % 1,519 § 1,174

Accounts Receivable Retainage

Accounts receivable retainage represents amounts due from customers, but where payments are withheld contractually
until certain construction milestones are met. Amounts retained typically range from 5% to 10% of the total invoice. The
Company classifies as a current asset those retainages that are expected to be billed in the next twelve months that follow.

Inventory

Inventories, which consist primarily of PV solar panels, batteries and related accessories, are stated at the lower of cost
(“first-in, first-out” method) or market (determined on the basis of estimated net realizable values). Provisions have been made
to reduce the carrying value of inventory to the net realizable value.

Prepaid Expenses
Prepaid expenses consist primarily of short-term prepaid expenditures that will amortize within one year.
Federal ESPC Receivable

Federal ESPC receivable represents the amount to be paid by various federal government agencies for work performed and
earned by the Company under specific ESPCs. The Company assigns certain of its rights to receive those payments to third-
party investors that provide construction and permanent financing for such contracts. The receivable is recognized as revenue
as each project is constructed. Upon completion and acceptance of the project by the government, typically within 24 months of
construction commencement, the assigned ESPC receivable from the Government and corresponding ESPC liability are
eliminated from the Company’s consolidated financial statements.

Project Development Costs

The Company capitalizes as project development costs only those costs incurred in connection with the development of
energy projects, primarily direct labor, interest costs, outside contractor services, consulting fees, legal fees and travel, if
incurred after a point in time where the realization of related revenue becomes probable. Project development costs incurred
prior to the probable realization of revenues are expensed as incurred. The Company classifies as a current asset those project
development efforts that are expected to proceed to construction activity in the twelve months that follow. The Company
periodically reviews these balances and writes off any amounts where the realization of the related revenue is no longer
probable.

Property and Equipment

Property and equipment consists primarily of office and computer equipment, and is recorded at cost. Major additions and
improvements are capitalized as additions to the property and equipment accounts, while replacements, maintenance and
repairs that do not improve or extend the life of the respective assets, are expensed as incurred. Depreciation and amortization
of property and equipment are computed on a straight-line basis over the following estimated useful lives:
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AMERESCO, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(in thousands, except share and per share amounts)

Asset Classification Estimated Useful Life
Furniture and office equipment ...........ccccveevevvevieneenereeienen. Five years
Computer equipment and software costs Three to five years
Leasehold improvements...........ccecvevveeereecieneenieseese e Lesser of term of lease or five years
AULOMODILES ..ot Five years
Land ..o e Unlimited
Project Assets

Project assets consist of costs of materials, direct labor, interest costs, outside contract services and project development
costs incurred in connection with the construction of small-scale renewable energy plants that the Company owns and the
implementation of energy savings contracts. These amounts are capitalized and amortized over the lives of the related assets or
the terms of the related contracts.

The Company capitalizes interest costs relating to construction financing during the period of construction. The interest
capitalized is included in the total cost of the project at completion. The amount of interest capitalized for the years ended
December 31, 2014, 2013 and 2012 was $518, $1,825 and $2,104, respectively.

Routine maintenance costs are expensed in the current year’s consolidated statements of income to the extent that they do
not extend the life of the asset. Major maintenance, upgrades and overhauls are required for certain components of the
Company’s assets. In these instances, the costs associated with these upgrades are capitalized and are depreciated over the
shorter of the remaining life of the asset or the period until the next required major maintenance or overhaul. Gains or losses on
disposal of property and equipment are reflected in selling, general and administrative expenses in the consolidated statements
of income.

The Company evaluates its long-lived assets for impairment as events or changes in circumstances indicate the carrying
value of these assets may not be fully recoverable. Examples of such triggering events applicable to the Company’s assets
include a significant decrease in the market price of a long-lived asset or a current-period operating or cash flow loss combined
with a history of operating or cash flow losses or a projection or forecast that demonstrates continuing losses associated with
the use of a long-lived asset.

The Company evaluates recoverability of long-lived assets to be held and used by estimating the undiscounted future cash
flows before interest associated with the expected uses and eventual disposition of those assets. When these comparisons
indicate that the carrying value of those assets is greater than the undiscounted cash flows, the Company recognizes an
impairment loss for the amount that the carrying value exceeds the fair value.

From time to time, the Company applies for and receives cash grant awards from the U.S. Treasury Department (the
“Treasury”) under Section 1603 of the American Recovery and Reinvestment Act of 2009 (the “Act”). The Act authorized the
Treasury to make payments to eligible persons who place in service qualifying renewable energy projects. The grants are paid
in lieu of investment tax credits. All of the cash proceeds from the grants were used and recorded as a reduction in the cost
basis of the applicable project assets. If the Company disposes of the property, or the property ceases to qualify as specified
energy property, within five years from the date the property is placed in service, then a prorated portion of the Section 1603
payment must be repaid.

The Company received $3,727, $3,262 and $6,024 in Section 1603 grants during the years ended December 31, 2014,
2013 and 2012, respectively.

For tax purposes, the Section 1603 payments are not included in federal and certain state taxable income and the basis of
the property is reduced by 50% of the payment received. Deferred grant income of $8,842 and $8,163 in the accompanying
consolidated balance sheets at December 31, 2014 and 2013, respectively, represents the benefit of the basis difference to be
amortized to income tax expense over the life of the related property.

The Company has received cash rebates from a utility company, which were accounted for as reductions in the book value
of the related project assets. The rebates were one-time payments based on the cost and efficiency of the installed units, and are
earned upon installation and inspection by the utility. The payments are not related to or subject to adjustment based on future
operating performance. The rebates were payable from the utility to the Company and are applied against the cost of
construction, thereby reducing the book value of the corresponding project assets and have been treated as an investing activity
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AMERESCO, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(in thousands, except share and per share amounts)

in the accompanying consolidated statements of cash flows. No rebates were received by the Company during the years ended
December 31, 2014 or 2013. The Company received a rebate of $1,287 during the year ended December 31, 2012.

Deferred Financing Fees

Deferred financing fees relate to the external costs incurred to obtain financing for the Company. Deferred financing fees
are amortized over the respective term of the financing using the effective interest method, with the exception of the
Company’s revolving credit facility, as discussed in Note 7, for which deferred financing fees are amortized on a straight line
basis over the term of the agreement.

Goodwill and Intangible Assets

The Company has classified as goodwill the amounts paid in excess of fair value of the net assets (including tax attributes)
of companies acquired in purchase transactions. The Company has recorded intangible assets related to customer contracts,
customer relationships, non-compete agreements, trade names and technology, each with defined useful lives. The Company
assesses the impairment of goodwill and intangible assets that have indefinite lives on an annual basis (December 31*) and
whenever events or changes in circumstances indicate that the carrying value of the asset may not be recoverable. The
Company would record an impairment charge if such an assessment were to indicate that the fair value of such assets was less
than their carrying values. Judgment is required in determining whether an event has occurred that may impair the value of
goodwill or identifiable intangible assets.

Factors that could indicate that an impairment may exist include significant under-performance relative to plan or long-
term projections, significant changes in business strategy, significant negative industry or economic trends or a significant
decline in the base price of the Company’s publicly traded stock for a sustained period of time. Although the Company believes
goodwill and intangible assets are appropriately stated in the accompanying consolidated financial statements, changes in
strategy or market conditions could significantly impact these judgments and require an adjustment to the recorded balance.
The Company recorded a goodwill impairment charge of $1,016 for the year ended December 31, 2012. See Note 4 for
additional disclosure.

In August 2014, the Company acquired the energy consultancy and energy project management business of Energyexcel
LLP (“EEX”), an independent energy services provider located in Central London, UK. The Company paid $9,054 to acquire
substantially all of the assets of EEX. The purchase price is subject to post-closing adjustments for working capital and for
certain indemnity obligations of the seller and its owners. The Company deposited approximately $834 of the initial cash
payment with a third-party escrow agent as security for these matters.

During the second quarter of 2013, the Company entered into a stock purchase agreement to acquire, through a wholly
owned subsidiary, 100% of the capital stock of The Energy Services Partnership Limited and ESP Response Limited (together,
“ESP”). During the first quarter of 2013, the Company acquired substantially all of the assets of Ennovate Corporation
(“Ennovate”). The net purchase price for each acquisition has been allocated to the net identified assets acquired based on the
respective fair values of such acquired assets at the dates of each acquisition. The residual amounts were allocated to goodwill.
The acquisition of ESP resulted in the Company recording goodwill totaling $2,632. The acquisition of Ennovate resulted in the
Company recording goodwill totaling $1,050.

During the third quarter of 2012, the Company’s wholly owned subsidiary Ameresco Canada Inc. entered into a stock
purchase agreement to acquire 100% of the capital stock of FAME Facility Software Solutions, Inc. (“FAME”). During the
third quarter of 2011, the Company entered into two separate stock purchase agreements to acquire 100% of the capital stock of
each of Applied Energy Group (“AEG”) and APS Energy Services, Inc. (now known as “Ameresco Southwest”). During the
fourth quarter of 2011, the Company entered into an asset purchase agreement to acquire the xChangePoint® and energy
projects businesses of Energy and Power Solutions, Inc., (“EPS”) (now known as “Ameresco Intelligent Systems”, or “AIS”).
The net purchase price for each acquisition has been allocated to the net identified assets acquired based on the respective fair
values of such acquired assets at the dates of each acquisition. The residual amounts were allocated to goodwill. The acquisition
of FAME resulted in the Company recording goodwill totaling $1,887. The acquisition of AEG resulted in the Company
recording goodwill totaling $8,728. For the acquisition of Ameresco Southwest, the Company recorded goodwill of $16,545.
And for the acquisition of AIS, the Company recorded goodwill of $1,549.

Acquired intangible assets other than goodwill that are subject to amortization include customer contracts and customer
relationships, as well as software/technology, trade names and non-compete agreements. The intangible assets are amortized
over periods ranging from one to fifteen years from their respective acquisition dates.

56



AMERESCO, INC.
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(in thousands, except share and per share amounts)

See Notes 3 and 4 for additional disclosures.
Other Assets

Other assets consist primarily of notes and contracts receivable due to the Company from various customers and non-
current restricted cash. Other assets also include the fair value of interest rate swaps and the non-current portion of project
development costs and accounts receivable retainages.

Asset Retirement Obligations

The Company recognizes a liability for the fair value of required asset retirement obligations (“AROs”) when such
obligations are incurred. The liability is estimated on a number of assumptions requiring management’s judgment, including
equipment removal costs, site restoration costs, salvage costs, cost inflation rates and discount rates and is credited to its
projected future value over time. The capitalized asset is depreciated using the convention of depreciation of plant assets. Upon
satisfaction of the ARO conditions, any difference between the recorded ARO liability and the actual retirement cost incurred is
recognized as an operating gain or loss in the consolidated statements of income. As of December 31, 2014, 2013 and 2012, the
Company had no ARO liabilities recorded.

Federal ESPC Liabilities

Federal ESPC liabilities represent the advances received from third-party investors under agreements to finance certain
energy savings performance contract (“ESPC”) projects with various Federal Government agencies. Upon completion and
acceptance of the project by the Government, typically within 24 months of construction commencement, the ESPC receivable
from the Government and corresponding ESPC liability is eliminated from the Company’s consolidated balance sheet. Until
recourse to the Company ceases for the ESPC receivables transferred to the investor, upon final acceptance of the work by the
Government customer, the Company remains the primary obligor for financing received.

Other Liabilities

Other liabilities consist primarily of deferred revenue related to multi-year operation and maintenance contracts which
expire as late as 203 1. Other liabilities also include the fair value of derivatives. See Note 16 for additional disclosures.

Revenue Recognition

The Company derives revenues from energy efficiency and renewable energy products and services. Energy efficiency
products and services include the design, engineering, and installation of equipment and other measures to improve the
efficiency, and control the operation, of a facility’s energy infrastructure. Renewable energy products and services include the
construction of small-scale plants that produce electricity, gas, heat or cooling from renewable sources of energy, the sale of
such electricity, gas, heat or cooling from plants that the Company owns, and the sale and installation of solar energy products
and systems.

Revenue from the installation or construction of projects is recognized on a percentage-of-completion basis. The
percentage-of-completion for each project is determined on an actual cost-to-estimated final cost basis. Maintenance revenue is
recognized as related services are performed. In accordance with industry practice, the Company includes in current assets and
liabilities the amounts of receivables related to construction projects realizable and payable over a period in excess of one year.
The revenue associated with contract change orders is recognized only when the authorization for the change order has been
properly executed and the work has been performed.

When the estimate on a contract indicates a loss, or claims against costs incurred reduce the likelihood of recoverability of
such costs, the Company records the entire expected loss immediately, regardless of the percentage of completion.

For the years ended December 31, 2014 and 2013, billings in excess of cost and estimated earnings represents advanced
billings on certain construction contracts. Costs and estimated earnings in excess of billings represent certain amounts under
customer contracts that were earned and billable but not invoiced.

The Company sells certain products and services in bundled arrangements, where multiple products and/or services are
involved. The Company divides bundled arrangements into separate deliverables and revenue is allocated to each deliverable
based on the relative selling price. The relative selling price is determined using third party evidence or management’s best
estimate of selling price.
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The Company recognizes revenues from the sale and delivery of products, including the output from renewable energy
plants, when produced and delivered to the customer, in accordance with specific contract terms, provided that persuasive
evidence of an arrangement exists, the Company’s price to the customer is fixed or determinable and collectability is
reasonably assured.

The Company recognizes revenue from operations and maintenance (“O&M”) contracts, consulting services and enterprise
energy management services as the related services are performed.

For a limited number of contracts under which the Company receives additional revenue based on a share of energy
savings, such additional revenue is recognized as energy savings are generated.

Cost of Revenues

Cost of revenues include the cost of labor, materials, equipment, subcontracting and outside engineering that are required
for the development and installation of projects, as well as preconstruction costs, sales incentives, associated travel, inventory
obsolescence charges, amortization of intangible assets related to customer contracts, and, if applicable, costs of procuring
financing. A majority of the Company’s contracts have fixed price terms; however, in some cases the Company negotiates
protections, such as a cost-plus structure, to mitigate the risk of rising prices for materials, services and equipment.

Cost of revenues also include the costs of maintaining and operating the small-scale renewable energy plants that the
Company owns, including the cost of fuel (if any) and depreciation charges.

Income Taxes

The Company provides for income taxes based on the liability method. The Company provides for deferred income taxes
based on the expected future tax consequences of differences between the financial statement basis and the tax basis of assets
and liabilities calculated using the enacted tax rates in effect for the year in which the differences are expected to be reflected in
the tax return.

The Company accounts for uncertain tax positions using a “more-likely-than-not” threshold for recognizing and resolving
uncertain tax positions. The evaluation of uncertain tax positions is based on factors that include, but are not limited to, changes
in tax law, the measurement of tax positions taken or expected to be taken in tax returns, the effective settlement of matters
subject to audit, new audit activity and changes in facts or circumstances related to a tax position. The Company evaluates
uncertain tax positions on a quarterly basis and adjusts the level of the liability to reflect any subsequent changes in the relevant
facts surrounding the uncertain positions.

The Company’s liabilities for uncertain tax positions can be relieved only if the contingency becomes legally extinguished
through either payment to the taxing authority or the expiration of the statute of limitations, the recognition of the benefits
associated with the position meet the “more-likely-than-not” threshold or the liability becomes effectively settled through the
examination process.

The Company considers matters to be effectively settled once the taxing authority has completed all of its required or
expected examination procedures, including all appeals and administrative reviews; the Company has no plans to appeal or
litigate any aspect of the tax position; and the Company believes that it is highly unlikely that the taxing authority would
examine or re-examine the related tax position. The Company also accrues for potential interest and penalties, related to
unrecognized tax benefits in income tax expense. See Note 8 for additional information on the Company’s income taxes.

Foreign Currency

The local currency of the Company’s foreign operations is considered the functional currency of such operations. All assets
and liabilities of the Company’s foreign operations are translated into U.S. dollars at year-end exchange rates. Income and
expense items are translated at average exchange rates prevailing during the year. Translation adjustments are accumulated as a
separate component of stockholders’ equity. Foreign currency transaction gains and losses are reported in the consolidated
statements of income.

Financial Instruments

Financial instruments consist of cash and cash equivalents, restricted cash, accounts and notes receivable, long-term
contract receivables, accounts payable, accrued expenses, short- and long-term debt and interest rate swaps. The estimated fair
value of cash and cash equivalents, restricted cash, accounts and notes receivable, long-term contract receivables, accounts
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payable and accrued expenses approximates their carrying value. See below for fair value measurements of long-term debt. See
Note 15 for fair value measurement of interest rate swaps.

Stock-Based Compensation Expense

Stock-based compensation expense results from the issuances of shares of restricted common stock and grants of stock
options to employees, directors, outside consultants and others. The Company recognizes the costs associated with restricted
stock and option grants using the fair value recognition provisions of ASC 718, Compensation - Stock Compensation on a
straight-line basis over the vesting period of the awards.

Stock-based compensation expense is recognized based on the grant-date fair value. The Company estimates the fair value
of the stock-based awards, including stock options, using the Black-Scholes option-pricing model. Determining the fair value
of stock-based awards requires the use of highly subjective assumptions, including the fair value of the common stock
underlying the award, the expected term of the award and expected stock price volatility.

The assumptions used in determining the fair value of stock-based awards represent management’s estimates, which
involve inherent uncertainties and the application of management judgment. As a result, if factors change, and different
assumptions are employed, the stock-based compensation could be materially different in the future. The risk-free interest rates
are based on the U.S. Treasury yield curve in effect at the time of grant, with maturities approximating the expected life of the
stock options.

The Company has no history of paying dividends. Additionally, as of each of the grant dates, there was no expectation that
the Company would pay dividends over the expected life of the options. The expected life of the awards is estimated using
historical data and management’s expectations. Because there was no public market for the Company’s common stock prior to
the Company’s initial public offering, management lacked company-specific historical and implied volatility information.
Therefore, estimates of expected stock volatility were based on that of publicly traded peer companies, and it is expected that
the Company will continue to use this methodology until such time as there is adequate historical data regarding the volatility
of the Company’s publicly traded stock price.

The Company is required to recognize compensation expense for only the portion of options that are expected to vest.
Actual historical forfeiture rate of options is based on employee terminations and the number of shares forfeited. This data and
other qualitative factors are considered by the Company in determining the forfeiture rate used in recognizing stock
compensation expense. If the actual forfeiture rate varies from historical rates and estimates, additional adjustments to
compensation expense may be required in future periods. If there are any modifications or cancellations of the underlying
unvested securities or the terms of the stock option, it may be necessary to accelerate, increase or cancel any remaining
unamortized stock-based compensation expense.

The Company also accounts for equity instruments issued to non-employee directors and consultants at fair value. All
transactions in which goods or services are the consideration received for the issuance of equity instruments are accounted for
based on the fair value of the consideration received or the fair value of the equity instrument issued, whichever is more
reliably measurable. The measurement date of the fair value of the equity instrument issued is the date on which the
counterparty’s performance is complete. No awards to individuals who were not either an employee or director of the Company
occurred during the years ended December 31, 2014, 2013 and 2012.

Fair Value Measurements

The Company follows the guidance related to fair value measurements for all of its non-financial assets and non-financial
liabilities, except for those recognized at fair value in the financial statements at least annually. These assets include goodwill
and long-lived assets measured at fair value for impairment assessments, and non-financial assets and liabilities initially
measured at fair value in a business combination.

The Company’s financial instruments include cash and cash equivalents, restricted cash, accounts and notes receivable,
long-term contract receivables, interest rate swaps, accounts payable, accrued expenses and short- and long-term borrowings.
Because of their short maturity, the carrying amounts of cash and cash equivalents, restricted cash, accounts and notes
receivable, accounts payable, accrued expenses and short-term borrowings approximate fair value. The carrying value of long-
term variable-rate debt approximates fair value. As of December 31, 2014, the fair value of the Company’s fixed-rate long-term
debt exceeds its carrying value by approximately $70. This is based on quoted market prices or on rates available to the
Company for debt with similar terms and maturities.
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The Company accounts for its interest rate swaps as derivative financial instruments in accordance with the related
guidance. Under this guidance, derivatives are carried on the Company’s consolidated balance sheets at fair value. The fair
value of the Company’s interest rate swaps are determined based on observable market data in combination with expected cash
flows for each instrument.

Derivative Financial Instruments

In the normal course of business, the Company utilizes derivatives contracts as part of its risk management strategy to
manage exposure to market fluctuations in interest rates. These instruments are subject to various credit and market risks.
Controls and monitoring procedures for these instruments have been established and are routinely reevaluated. Credit risk
represents the potential loss that may occur because a party to a transaction fails to perform according to the terms of the
contract. The measure of credit exposure is the replacement cost of contracts with a positive fair value. The Company seeks to
manage credit risk by entering into financial instrument transactions only through counterparties that the Company believes to
be creditworthy.

Market risk represents the potential loss due to the decrease in the value of a financial instrument caused primarily by
changes in interest rates. The Company seeks to manage market risk by establishing and monitoring limits on the types and
degree of risk that may be undertaken. As a matter of policy, the Company does not use derivatives for speculative purposes.
The Company considers the use of derivatives with all financing transactions to mitigate risk.

The Company recognizes cash flows from derivative instruments as operating activities in the consolidated statements of
cash flows. The effective portion of changes in fair value on interest rate swaps designated as cash flow hedges are recognized
in the Company’s consolidated statements of comprehensive income (loss). The ineffective portion of changes in fair value on
interest rate swaps designated as hedges and changes in fair value on interest rate swaps not designated as hedges are
recognized in the Company’s consolidated statements of income (loss).

During 2007, the Company entered into two interest rate swap contracts under which the Company agreed to pay an
amount equal to a specified fixed rate of interest times a notional principal amount, and to in turn receive an amount equal to a
specified variable rate of interest times the same notional principal amount. The swaps cover initial notional amounts of
$13,081 and $3,256, each a variable rate note at fixed interest rates of 5.4% and 5.3%, respectively, and expire in March 2024
and February 2021, respectively. These interest rate swaps qualified, but were not designated, as cash flow hedges until April 1,
2010. Since April 2010, they have been designated as hedges. Accordingly, the Company recognized the change in fair value
of these derivatives in the consolidated statements of income prior to April 1, 2010, and the effective portion in the consolidated
statements of comprehensive income (loss) thereafter.

In March 2010, the Company entered into a fourteen-year interest rate swap contract under which the Company agreed to
pay an amount equal to a specified fixed rate of interest times a notional amount, and to in turn receive an amount equal to a
specified variable rate of interest times the same notional principal amount. The swap covers an initial notional amount of
approximately $27,900 variable rate note at a fixed interest rate of 6.99% and expires in December 2024. As of December 31,
2012, this swap had not been designated as a hedge. For the years ended December 31, 2013 and 2012, the Company has
recorded an unrealized (gain) loss in earnings of $(266) and $98, respectively, as other expenses, net in the consolidated
statements of income. This swap was designated as a hedge in March 2013. During the second quarter of 2014 this swap was
de-designated and re-designated as a hedge as a result of a partial pay down of the associated hedged debt principal. As a result
$566 was reclassified from accumulated other comprehensive income and recorded as a reduction to other expenses, net in the
Company’s consolidated statements of income (loss) during the second quarter of 2014.

In July 2011, the Company entered into a five-year interest rate swap contract under which the Company agreed to pay an
amount equal to a specified fixed rate of interest times a notional amount, and to in turn receive an amount equal to a specified
variable rate of interest times the same notional principal amount. The swap covers an initial notional amount of $38,571
variable rate note at a fixed interest rate of 1.965% and expires in June 2016. This interest rate swap has been designated as a
hedge since inception.

In October 2012, the Company entered into two eight-year interest rate swap contracts under which the Company agreed to
pay an amount equal to a specified fixed rate of interest times a notional amount, and to in turn receive an amount equal to a
specified variable rate of interest times the same notional principal amount. The swaps cover an initial notional amount of
$16,750 variable rate note at a fixed interest rate of 1.71%. This notional amount increased to $42,247 on September 30, 2013
and expires in March 2020. These interest rate swaps have been designated as hedges since inception.
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In October 2012, the Company also entered into two eight-year forward starting interest rate swap contracts under which
the Company agreed to pay an amount equal to specified fixed rate of interest times a notional amount, and to in turn receive an
amount equal to a specified variable rate of interest times the same notional principal amount. The swaps cover an initial
notional amount of $25,377 variable rate note at a fixed interest rate of 3.70%, with an effective date of March 31, 2020, and
expires in June 2028. These interest rate swaps have been designated as hedges since inception.

See Notes 14, 15 and 16 for additional information on the Company’s derivative instruments.
Earnings Per Share

Basic earnings per share is calculated using the Company’s weighted-average outstanding common shares, including
vested restricted shares. When the effects are not anti-dilutive, diluted earnings per share is calculated using the weighted-
average outstanding common shares; the dilutive effect of convertible preferred stock, under the “if converted” method; and the
treasury stock method with regard to warrants and stock options; all as determined under the treasury stock method.

Year Ended December 31,
2014 2013 2012
NELINCOME ..ottt e e e e st eeeaaeessaneeesaeeeens $ 10,383  §$ 2414  $ 18,360
Basic weighted-average shares outstanding.............ccceevevveeeveniecneeeenenns 46,161,846 45,560,078 44,649,275
Effect of dilutive securities:
StOCK OPLIONS. .. .eeviieeieiieiierieeie ettt ettt esaeesaesseessessaensessaeseas 556,294 859,121 1,346,188
Diluted weighted-average shares outstanding............ccccceeveeeveveecrieeennenns 46,718,140 46,419,199 45,995,463

For the years ended December 31, 2014, 2013 and 2012, 1,737,261, 1,856,591 and 681,688 shares of common stock,
respectively, related to stock options were excluded from the calculation of dilutive shares since the inclusion of such shares
would be anti-dilutive.

Recent Accounting Pronouncements

In July 2013, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2013-11,
Presentation of an Unrecognized Tax Benefit when a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit
Carryforward Exists (a consensus of the FASB Emerging Issues Task Force) (“ASU” 2013-11). The amendments in this ASU
provide guidance on the financial statement presentation of an unrecognized tax benefit when a net operating loss carryforward,
a similar tax loss, or a tax credit carryforward exists. An unrecognized tax benefit should be presented in the financial
statements as a reduction to a deferred tax asset for a net operating loss carryforward, a similar tax loss, or a tax credit
carryforward with certain exceptions, in which case such an unrecognized tax benefit should be presented in the financial
statements as a liability. The Company adopted ASU 2013-11 beginning January 1, 2014. This ASU did not have a material
effect on the Company’s consolidated financial statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). The guidance in this
ASU affects any entity that either enters into contracts with customers to transfer goods or services or enters into contracts for
the transfer of nonfinancial assets unless those contracts are within the scope of other standards. The guidance in this ASU
supersedes the revenue recognition requirements in ASC 605, Revenue Recognition, and most industry-specific guidance
throughout the Industry Topics of the Codification. This ASU also supersedes some cost guidance included in ASC 605-35,
Revenue Recognition-Construction-Type and Production-Type Contracts. In addition, the existing requirements for the
recognition of a gain or loss on the transfer of nonfinancial assets that are not in a contract with a customer are amended to be
consistent with the guidance on recognition and measurement in this ASU. For a public entity, the amendments in this ASU are
effective for annual reporting periods beginning after December 15, 2016, including interim periods within that reporting
period. Retrospective application of the amendments in this ASU is required. The new guidance must be adopted using either a
full retrospective approach for all periods presented in the period of adoption (with some limited relief provided) or a modified
retrospective approach. Early application is not permitted under GAAP. The Company is currently assessing the impact of this
ASU on its consolidated financial statements.

In August 2014, the FASB issued ASU 2014-15, Presentation of Financial Statements — Going Concern (Subtopic
205-40) (“ASU 2014-15”). ASU 2014-15 requires management to assess an entity’s ability to continue as a going concern by
incorporating and expanding upon certain principles of current U.S. auditing standards. Specifically, the amendments (1)
provide a definition of the term “substantial doubt”, (2) require an evaluation every reporting period, including interim periods,
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(3) provide principles for considering the mitigating effect of management’s plans, (4) require certain disclosures when
substantial doubt is alleviated as a result of consideration of management’s plans, (5) require an express statement and other
disclosures when substantial doubt is still present, and (6) require an assessment for a period of one year after the date that the
financial statements are issued (or available to be issued). ASU 2014-15 is effective for annual reporting periods ending after
December 15, 2016 and interim periods thereafter. The Company does not believe that this pronouncement will have an impact
on its consolidated financial statements.

3. BUSINESS ACQUISITIONS AND RELATED TRANSACTIONS

The Company accounts for acquisitions using the acquisition method in accordance with ASC 805, Business
Combinations. The purchase price for each has been allocated to the assets based on their estimated fair values at the date of
each acquisition as set forth in the table below. The excess purchase price over the estimated fair value of the net assets
acquired has been recorded as goodwill. Intangible assets identified have been recorded and are being amortized over periods
ranging from one to fourteen years. See Note 4 for additional information. The unaudited pro forma results of operations for the
current and prior periods are not presented due to the insignificant impact of the 2013 acquisitions on the Company’s
consolidated results of operations.

In August 2014, the Company acquired the energy consultancy and energy project management business of EEX, an
independent energy services provider located in Central London, UK. The Company paid $9,054 to acquire substantially all of
the assets of EEX. The purchase price is subject to post-closing adjustments for working capital and for certain indemnity
obligations of the seller and its owners. The Company deposited approximately $834 of the initial cash payment with a third-
party escrow agent as security for these matters.

In June 2013, the Company acquired ESP (now known as Ameresco Limited), comprising two energy management
consulting companies and located in Castleford, United Kingdom. The Company paid $8,765 to acquire all of the outstanding
stock of the ESP companies. The purchase price was subject to post-closing adjustments for working capital and for certain
indemnity obligations of the selling stockholders. The Company deposited approximately $778 of the initial cash payment with
a third-party escrow agent as security for these matters.

In February 2013, the Company acquired substantially all of the assets of Ennovate, an energy service company active
throughout Colorado, Nebraska, Kansas, Montana and Wyoming, serving customers that include schools, higher education
facilities, municipalities and counties. The Company paid $1,766 to acquire these assets. The purchase price was subject to
post-closing adjustments for working capital and for certain indemnity obligations of the seller. The Company deposited
approximately $1,200 of the initial cash payment with a third-party escrow agent as security for these matters.

In July 2012, the Company’s wholly owned subsidiary Ameresco Canada Inc. acquired FAME, a privately held company
offering infrastructure asset management solutions serving both public and private sector customers primarily in western
Canada. The Company made a cash payment of $4,487 to acquire all of the outstanding stock of FAME. The Company
deposited approximately $900 of the purchase price with a third-party escrow agent as security for the selling stockholders’
indemnification obligations under the terms of the acquisition agreement.
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A summary of the cumulative consideration paid and the allocation of the purchase price of all of the acquisitions in each
respective year is as follows:

2014 2013 2012

CASH ettt ettt ettt et ettt et neene e eneee $ — § 1,292 § 810
ACCOUNES TECRIVADIC .......veiiieiiie e e e 1,432 772 321
Costs and estimated earnings in excess Of billings..........cccevveeveviievieniecieneeeereenee. 186 665 —
Prepaid expenses and other CUIrent aSSets .........cooeeruereererierenieneeiesieee e 295 1,169 108
Property and equipment and project assetS..........ccveververeriereriiereeieneeeeneeeeeseeens 123 138 43
GOOAWIIL ..ttt ettt eb e 7,590 3,682 1,887
INtangible @SSELS(1) ....ueiuieiieieiietiee et 7,208 5,099 2,100
ACCOUNLS PAYADIC......cueiieieieiiieiecteteete ettt sttt neenes (1,719) (413) 6)
ACCTUC HADIIITIES ...vevveveeiricieeie ettt ettt te et e et e et e e s e beesseereens (459) (607) (618)
Billings in excess of cost and estimated earnings..........cccoeeeerereererreenieeieeneeeeneeenns (752) (108) (158)
Deferred taxes and other Habilities ..........cccuvvereririninineniniiciccccecceeeesee — (1,158) —

PUICRASE PIICE ..o.vivitititiiet ettt ettt ettt se et et eaeeae e $ 13,904 $ 10,531 $ 4,487

Total, et Of CASH TECEIVEM .....veeeeeeeeee e ee s $ 13,904 $ 9,239 $ 3,677

Total fair value of CONSIAETatioN .........ccooeviiiiieiiieceeeeeceeee e $ 13,904 $ 10,531 $ 4,487

(1) Intangible assets acquired during 2014 consisted of customer contracts, customer relationships, non-compete
agreements and technology and were assigned a weighted average useful life of 8.2 years.

The allocation of the purchase price for the 2014 acquisitions are preliminary, based on management’s current best
estimates and subject to revision.

The results of the acquired companies since the dates of the acquisitions have been included in the Company’s operations
as presented in the accompanying consolidated statements of income, consolidated statements of comprehensive income (loss)
and consolidated statements of cash flows.

4. GOODWILL AND INTANGIBLE ASSETS
The changes in the carrying value of goodwill attributable to each reportable segment are as follows:

Small-Scale

U.S. Regions U.S. Federal Canada Infrastructure Other Total

Balance, December 31, 2012 ........... $ 23,709 $ 3375 § 3,827 $ — 3 18,058 $ 48,969
Goodwill acquired during the year .. 1,050 — — 2,632 3,682
Currency effects.........cccoeveevviervennnnne. — — 297 — 126 423
Balance, December 31, 2013 ........... 24,759 3,375 4,124 — 20,816 53,074
Goodwill acquired during the year .. — — — — 7,590 7,590
Fair value adjustments(1)................. — — — — 641 641
Currency effects.........ccceeeevvieriennnnne. — — (343) — (483) (826)
Balance, December 31, 2014 ........... $ 24759 $ 3375 $ 3,781 $ — $ 28,564 $ 60,479
Accumulated Goodwill Impairment

Balance, December 31, 2013 ........... $ — — $ (1,016) $ — S — $  (1,016)
Accumulated Goodwill Impairment

Balance, December 31, 2014 ........... $ — 3 — 3 (1,016) $ — 3 — 3 (1,016)

(1) Fair value adjustment represents a final purchase accounting adjustment to decrease the recorded fair value of certain
acquired intangible assets totaling $801, net of a $160 deferred tax liability adjustment, related to the Company’s prior year
acquisition of ESP (now known as Ameresco Limited).
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The measurement periods for purchase price allocations end as soon as information on the facts and circumstances
becomes available, but do not exceed 12 months. Adjustments in purchase price allocations may require a recasting of the
amounts allocated to goodwill retroactively to the periods in which the acquisitions occurred.

In accordance with ASC 350, goodwill was tested for impairment as of December 31, 2014, 2013 and 2012 at the reporting
unit level using a discounted cash flow method under the income approach and with a peer-based, risk-adjusted weighted
average cost of capital. No instances of impairment were identified in the December 31, 2014 or 2013 assessments. Based on
the Company’s goodwill impairment assessment, all of the Company’s reporting units with goodwill had estimated fair values
as of December 31, 2014 that exceeded their carrying values by at least 15%.

Upon completion of the annual step 1 assessment for the year ended December 31, 2012, Canada goodwill related to the
Byrne acquisition (acquired in November 2009), was determined to be likely impaired. The impairment was the result of its
fair value at the measurement date being less than its carrying amount. As the annual assessment indicated that Byrne’s
carrying value exceeded its estimated fair value, a second phase of the goodwill impairment test (“Step 2”) was performed
specific to Byrne. Under Step 2, the fair value of all Byrne’s assets and liabilities were estimated, including tangible and
intangible assets. The implied fair value of the goodwill being a residual was then compared to the recorded goodwill to
determine the amount of impairment. As a result of this analysis a $1,016 goodwill impairment charge was recorded in the
Company’s consolidated statement of income for the year ended December 31, 2012.

Customer contracts are amortized ratably over the period of the acquired customer contracts ranging in periods from
approximately one to five years. All other intangible assets are amortized over periods ranging from approximately four to
fifteen years, as defined by the nature of the respective intangible asset.

Separable intangible assets that are not deemed to have indefinite lives are amortized over their useful lives. The Company
annually assesses whether a change in the life over which the Company’s assets are amortized is necessary or more frequently
if events or circumstances warrant. No changes to useful lives were made during the years ended December 31, 2014, 2013 and
2012.

The gross carrying amount and accumulated amortization of intangible assets are as follows:

As of December 31,
2014 2013

Gross Carrying Amount
CUSTOIMIET COMTACTS ....evvveeereeeeeeeeeeeeeeeeeteeeeeeeeeeeaeeeeeaeeeeseeeseseeeseaeeseeneeeseseesaaeesaaneeeseneesarseeeas $ 8,103 $ 7,684
CUuStOmMET TelatiONSIIPS ......ccvieviirieiecie ettt ettt b et er e e ere e e steesaesreenaeeeeas 12,792 8,200
NON-COMPELE AZTEEIMENILS ... ..eeuveeneieriiieiieriieerte et ertteeteesteesbeesaeesabeesatesaseesbaesnbeeseesaseenseesnses 3,402 3,230
TECNNOIOZY ...ttt ettt ettt ettt ettt e et et e eas e beeasesteesaesbeenaesreenseeaeas 2,794 2,386
TTAAC NAIMIES ....o.veeeieiieiiciieieete ettt ettt ettt eteste et e s bt et e esaesteesaenseessenseessesseessesseensesseensenseen 551 556

27,642 22,056
Accumulated Amortization
(@3 T10)101S g 10 015 ¢ Lo £SO PRRRRRRRY 6,911 5,349
CUStOMET TE1AtIONSRIPS ....vvevvieeieiieieie ettt ettt e sbeeseesseesaesseesaesaeensesseas 4,562 2,923
NON-COMPELE AZTEEIMENILS ... eeeuveerieerieerieereesteereesteeesseesseeeseesseeeseesssessseessseaseessessseessssssses 2,725 1,872
TECRNOLOZY ...ttt ettt ettt ettt e st et e eta e b e esseseeseesaeessesseesaesseensensean 1,767 1,299
TTAAC NAIMNIES ....c.veevvivieiieteeteete ettt ettt ettt ettt e ettt eete e beets e beeasebeeasesteeasesseensesssenseaseas 439 360

16,404 11,803
INtaNGIDIE ASSELS, NEL .....icviiiieeiiiictiecie ettt ettt ettt ettt v e e te e e eaeeaaeeaeenaeereenreeaeas $ 11,238  $ 10,253

Amortization expense related to customer contracts is included in cost of revenues in the consolidated statements of
income. Amortization expense related to customer relationships, non-compete agreements, technology and trade names is
included in selling, general and administrative expenses in the consolidated statements of income. Amortization expense for
the years ended December 31, 2014, 2013 and 2012 is as follows:
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Year Ended December 31,

2014 2013 2012
CUSEOMMET CONITACES ....vviviieeieeeeee et eeee ettt e eae e eteeaeeseeeeseeeereenns $ 1,673 § 1,550 $ 2,450
Customer relatioNShIPS ......ccveeveriieieriieiese e 1,688 1,643 1,265
NON-COMPELE AZIECIMENTS ......eeeuieeieiieiieieiteeeesteeieeteet et e e seeeeeseeenees 805 968 724
T 111 10) [0 <y USSP 490 517 671
TTAAC NAMIES ...oovveeeiivieiiieieeteete ettt ste e b e te e eeseesseeseenns 82 124 172
Total intangible amortization EXPenSe.........ceervererveereeeseeresseesreessennnens $ 4738 $ 4802 $ 5,282

Estimated amortization expense for existing intangible assets for the next five succeeding fiscal years is as follows:

Estimated Amortization

Included in Selling,

Included in Cost of General and
Revenues Administrative Expenses
20 LS et ettt ettt e b et et bt e st e s e e $ 935 % 3,166
20016 e ettt ettt st na e 222 2,403
2017 ettt sh et et a et 35 1,699
2008 ettt et ettt e b ettt bte st e e e eane e — 1,155
20019 ettt et st na e e — 814

5. PROPERTY AND EQUIPMENT
Property and equipment consists of the following:

December 31,

2014 2013
Furniture and office eqUIPMENT .........ccooveiiriiiiiietiietcetee ettt sees $ 5,055 $ 5,002
Computer equipment and SOTTWATE COSES.......evveririieriirieiieiesietere et se e seeseeenes 17,237 15,970
Leasehold IMPrOVEMENLS ........c.icuieiierieiiieeieeeeste et ete et eteeaesteeseesseesaesseessesseessesseessesseessessns 2,707 2,560
J N O 170 38 T0) o) 1 (=1 TN 1,099 1,055
LLAIIA 1ttt ettt etttk etk et et ettt st bt et nestenesaenea 520 520
Property and €qQUIPIMENT, GIOSS .....cc.eeverrieiieriereireeteireetesreesseseessesseessesssessesssessesssessesssessesses 26,618 25,107
Less - accumulated depreCiation..........oouiieereieerieeiereei ettt s (19,246) (16,408)
Property and eqUIPMENT, NET.........cooveiiiiiirieieriietieetitetese ettt eseesessessssesessesessesesseseesess $ 7372 $ 8,699

Depreciation expense on property and equipment for the years ended December 31, 2014, 2013 and 2012 was $3,044,
$3,078 and $2,829, respectively, and is included in selling, general and administrative expenses in the accompanying
consolidated statements of income.

6. PROJECT ASSETS
Project assets consist of the following:

December 31,

2014 2013
PIOJECT @SSELS ..vvvivierveieiieteteeeeet ettt ettt ettt es bt s bt se s esetess st et et es s et esesese s esesessssenesens $ 292,879 $ 270,418
Less - accumulated depreciation and amortiZation ..............ceecvevereeciereeceeneeseseeseeseeseeseens (75,107) (59,674)
PrOJECt @SSELS, NMET c.vivieuiieiieiieeieiieteste ettt ettt ettt ettt et e te et e e ta e b e esseseessesseessesseessesseensesseas $ 217,772 $ 210,744

For the twelve months ended December 31, 2014, 2013 and 2012, the Company received $3,727, $3,262 and $6,024,
respectively, in grant awards from the Treasury under Section 1603 of the 2009 American Recovery and Reinvestment Act. The
Act authorizes the Treasury to make payments to eligible persons who place in service qualifying renewable energy projects.
The grants are paid in lieu of investment tax credits. All of the cash proceeds from the grants were used and recorded as a
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reduction in the cost basis of the applicable project assets. If the Company disposes of the property, or the property ceases to
qualify as a specified energy property, within five years from the date the property is placed in service, then a prorated portion
of the Section 1603 payment must be repaid. For tax purposes, the Section 1603 payments are not included in Federal and
certain state taxable income and the basis of the property is reduced by 50% of the payment received. Deferred grant income of
$8,842 and $8,163 in the accompanying consolidated balance sheets at December 31, 2014 and 2013, respectively, represents
the benefit of the basis difference to be amortized to income tax expense over the life of the related property.

The Company has received cash rebates from a utility company, which were accounted for as reductions in the book value
of the related project assets. The rebates were one-time payments based on the cost and efficiency of the installed units, and are
earned upon installation and inspection by the utility. The payments are not related to, or subject to adjustment based on, future
operating performance. The rebates were payable from the utility to the Company and are applied against the cost of
construction, thereby reducing the book value of the corresponding project assets and have been treated as an investing activity
in the accompanying consolidated statements of cash flows. No rebates were received during the years ended December 31,
2014 and 2013. The Company received rebates of $1,287 during the year ended December 31, 2012.

Depreciation and amortization expense on the above project assets, net of deferred grant amortization, for the years ended
December 31, 2014, 2013 and 2012 was $15,047, $12,595 and $11,229, respectively, and is included in cost of revenues in the
accompanying consolidated statements of income.

7. LONG-TERM DEBT

Long-term debt comprised the following:

December 31,

2014 2013

Senior secured credit facility, due June 2016, interest at varying rates monthly in arrears... $ 25,000 $ 25,714
8.673% term loan payable in quarterly installments through December 2015 ...................... — 1,667
6.345% term loan payable in semi-annual installments through February 2021 ................... 1,968 2,192
6.345% term loan payable in semi-annual installments through June 2024 .......................... 10,468 11,059
Sttt g coinstion o gyl o gty ot g
6.500% term loan payable in monthly installments through October 2017.........c..cocceevuenee 350 459
7.250% term loan payable in quarterly installments through March 2021 .................c.c......... 3,746 4,258
6.110% term loan payable in monthly installments through June 2028..............cccceocerenenen. 6,081 7,028
gl e conircion o pyale n gty st trogh e

102,292 116,196
eSS = CUITENT INATUITTIES ...vvveeeeiiiiieeeee et eeeeeietee e e e e eatee e e e e eentaeeeeeeesnnteeeeessesaseeessesnaneeesssnnnnes 12,255 12,974
LONZ-EITN AEDE.....ouviviiieiiieieicetet ettt ettt ettt b st eb e e bt ss et sete s esessesesbesnebesnas $ 90,037 $ 103,222

Aggregate maturities of long-term debt for the years ended December 31, are as follows:
20 LS ettt a et a e eh e eh e ea e et e eh e h e eh et et e A enten s et e At en e eh e ea e ea e eheeheehe ek e keeb et ente s et ententeneeneeneeaene $ 12,255
2016 ettt ettt ettt a e a ettt ettt st et e R e s et e besenseabententantesteRtaR e es e Rt eR et e eRe s e s ensensensensenseneenteneenens 25,548
2017 et h bbbt b b h e E e H et a et a e bt e bt e bbb e bt h ek e bbbt e b et e st en b et e bt bt e b e 6,513
20 8 ettt a e a e eh e h e eae ettt e b e eh e £ et e A ententen e e a e eRteh e eR e ea e eheeheeh ekt heeb et ente b et ententeneeneeneenene 5,961
2019 ettt a sttt ettt ettt et e R e st teteAenseabensententesteRteR e eR e Rt eRe s e eRe s et ensensentensenseneenteneenens 6,608
BTSN 1 (TR 45,407
D

Senior Secured Credit Facility - Revolver and Term Loan

On June 30, 2011, the Company entered into an amended and restated credit and security agreement with two banks
consisting of a $60,000 revolving credit facility and a $40,000 term loan. The revolving credit facility may be increased up to
an additional $25,000 at the Company’s option, if the lenders agree. At December 31, 2014 and 2013, $20,000 and $25,714,
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was outstanding under the term loan, respectively. At December 31, 2014, $5,000 was outstanding under the revolving credit
facility. At December 31, 2013 no amounts were outstanding under the revolving credit facility. Payments on the term loan are
due in quarterly installments of $1,429 together with accrued but unpaid interest. The facility matures on June 30, 2016, and all
remaining unpaid amounts outstanding under the facility will be due at that time. The Company is the sole borrower under the
facility and its obligations are guaranteed by certain of the Company’s subsidiaries and are secured by a lien on all of the assets
of the Company other than renewable energy projects that the Company owns and that are financed by others. The agreement
contains certain financial and operational covenants.

On March 12, 2014, the Company amended the senior secured credit facility as follows: (i) to increase the margins added
to Bank of America’s prime rate or the one-, two- three- or six-month London interbank deposit rate, as applicable, in
determining the interest rate by 25 basis points to 0.50% and 2.00%, respectively; (ii) to waive compliance with the minimum
EBITDA covenant for the four consecutive fiscal quarters ended December 31, 2013; (iii) to reduce the required minimum
EBITDA amount to $16,500 for the four consecutive fiscal quarters ended March 31, 2014, $22,000 for the four consecutive
fiscal quarters ended June 30, 2014, $24,000 for the four consecutive fiscal quarters ended September 30, 2014, and $27,000
for the four consecutive fiscal quarters ended December 31, 2014 and thereafter; (iv) to increase the maximum ratio of total
funded debt to EBITDA as of the end of each fiscal quarter to 2.5 to 1.0 for March 31, 2014 and 2.25 to 1.0 for June 30, 2014,
returning to 2.0 to 1.0 for September 30, 2014 and thereafter; and (v) to reduce the minimum ratio of cash flow to debt service
to 1.25 to 1.0 for the four fiscal quarters ended March 31, 2014, returning to 1.5 to 1.0 for the four fiscal quarters ended June
30, 2014 and thereafter.

For purposes of the Company’s senior secured facility: EBITDA excludes the results of certain renewable energy projects
that the Company owns and for which financing from others remains outstanding; total funded debt includes amounts
outstanding under both the term loan and revolver portions of the senior secured credit facility plus other indebtedness, but
excludes non-recourse indebtedness of project company subsidiaries; cash flow is based on EBITDA as used in the facility, less
capital expenditures (other than by project company subsidiaries that are not guarantors under the facility), certain taxes, and
dividends and other distributions; and debt service includes principal and interest payments on the indebtedness included in
total funded debt other than principal payments on the revolver portion of the facility.

At December 31, 2014, the Company was in compliance with all financial and operational covenants.

8.673% Term Loan

The Company had a construction and term loan agreement with a finance company with a total commitment amount of
$7,250. The notes evidencing the construction portion of the loan bore interest at a variable rate based on LIBOR. In February
2007, the Company converted the construction loan into a term loan in accordance with the loan agreement. The original
balance of the term loan was equal to the commitment amount and bore interest at a fixed rate of 8.673% per annum. The
principal payments were due in quarterly installments of $218, plus interest, with remaining principal balances and unpaid
interest due December 31, 2015. The remaining principal balance and unpaid interest were paid during 2014 and as of
December 31, 2014, no amounts were outstanding under the term loan. As of December 31, 2013, $1,667 was outstanding
under the term loan.

6.345% Term Loans

On January 30, 2006, the Company entered into a master construction and term loan facility with a bank for use in
providing limited recourse financing for certain of its landfill gas (“LFG”) to energy projects. The total loan commitment is
$17,156, and is comprised initially of two tranches, but structured for the addition of subsequent projects that meet lender credit
requirements.

The first tranche had an original balance, upon conversion to term loan, of $3,240, and bore an interest rate of 6.345% per
annum under the construction loan. The term loan bears interest at a variable rate, with interest payments due in quarterly
installments. The remaining principal amounts are due in semi-annual installments ranging from $96 to $275, with the
remaining principal and unpaid interest due February 26, 2021.The interest rate at December 31, 2014 was 1.983%.

The second tranche had an original balance, upon conversion to term loan, of $13,081 and bore an interest rate of 6.345%
per annum under the construction loan. The term loan bears interest at a variable rate, with interest payments due in quarterly
installments. The remaining principal amounts are due in semi-annual installments ranging from $248 to $1,179, with principal
and unpaid interest due June 30, 2024. The interest rate at December 31, 2014 was 1.858%.

As of December 31, 2014 and 2013, $12,436 and $13,251, respectively, was collectively outstanding under this facility.
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In the event a payment is defaulted on, the payee has the option to accelerate payment terms and make due the remaining
principal and accrued interest balance.

Variable-Rate Construction and Term Loans

In February 2009, the Company entered into a construction and term loan financing agreement with a bank for use in
providing limited recourse financing for certain of its LFG to energy projects. The total loan commitment under the agreement
was $37,906, and bears interest at a variable rate. Prior to and during March 2010, the Company had construction draws
totaling $27,868. During March 2010, the Company converted all of the construction loans to a single term loan balance of
$27,868. The loan bears interest at a variable rate, with interest payments due in quarterly installments. The remaining principal
amounts are due in quarterly installments ranging from $109 to $1,149, after an initial payment of $2,424 paid on March 31,
2010, with principal and unpaid interest due on December 31, 2024. The Company made an additional principal payment of
$3,712 during the year ended December 31, 2014. As of December 31, 2014 and 2013, the outstanding balance under the term
loan was $13,638 and $18,558, respectively. The interest rate at December 31, 2014 was 3.483%.

6.500% Term Loan

The Company has a term loan agreement with a finance company with a total loan amount of $755. The note evidencing
the loan bears interest at a fixed rate of 6.500% per annum. Principal and interest payments are due in monthly installments of
$11, with the final payment being due October 1, 2017.

As of December 31, 2014 and 2013, $350 and $459, respectively, was outstanding under the term loan. In the event a
payment is defaulted on, the payee has the option to accelerate payment terms and make due the remaining principal and
accrued interest balance.

7.250% Term Loan

On March 31, 2011, the Company entered into a term loan with a bank with an original principal amount of $5,500. The
note evidencing the loan bears interest at a rate of 7.25% per annum. The remaining principal amounts are due in quarterly
installments ranging from $133 to $171, plus interest, with remaining principal balances and unpaid interest due March 31,
2021. In the event a payment is defaulted on, the payee has the option to accelerate payment terms and make due the remaining
principal and accrued interest balance. At December 31, 2014 and 2013, $3,746 and $4,258, respectively, was outstanding
under the term loan.

6.110% Construction and Term Loan

On October 3, 2011, the Company entered into a construction and term loan with a syndication group with an original
principal amount of $7,380. The note evidencing the loan bears interest at a rate of 6.11% per annum. Monthly interest only
payments were due from November 1, 2011 to June 1, 2013. The remaining principal amounts were due starting on June 1,
2013 in monthly installments ranging from $0 to $81, plus interest, with remaining principal balances and unpaid interest due
June 1, 2028. At December 31, 2014 and 2013, $6,081 and $7,028, respectively, was outstanding under the term loan.

Variable-Rate Construction and Term Loans

In October 2012, the Company entered into a credit and guaranty agreement with two banks for use in providing limited
recourse financing for certain of its LFG to energy and solar PV projects. The credit and guaranty agreement provides for a
$47,200 construction-to-term loan credit facility and bears interest at a variable rate. The loans were fully converted to term
loans during the year ended December 31, 2014. The term loan bears interest at a variable rate, with interest payments due in
quarterly installments. The remaining principal amounts are due in quarterly installments ranging from $389 to $903. The
facility matures on March 31, 2020, and all remaining unpaid amounts outstanding under the facility will be due at that time. At
December 31, 2014, $41,041 was outstanding under term loans. At December 31, 2013, $45,261 was outstanding under
construction loans. The interest rate at December 31, 2014 was 3.233%.
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8. INCOME TAXES

The components of income before income taxes are as follows:

Year Ended December 31,
2014 2013 2012
DOIMIESTIC ..ottt et e et e e e e e e e s eneeeaeesereeeeeseneen $ 14,505 $ 7,705 $ 29,400
FOT@IGN ..ottt et saeennea (8,213) (4,946) (4,793)
Income before provision for iNCOME tAXES ........c.ccveverrerrerrerierierieierennannns $ 6,292 $ 2,759 $ 24,607
The components of the (benefit) provision for income taxes are as follows:
Year Ended December 31,
2014 2013 2012
Current:
FEAETAL ... ens $ (2,659) $ 10,114 $ 9,135
STALE .vevviteet ettt ettt ettt ettt ettt be et eere et e ereeaeereeanas 1,826 3,499 733
FOT@IGN ...ttt ettt ee s (814) 371 178
(1,647) 13,984 10,046
Deferred:
Federal .......cooooviiiieeeeceee et (3,263) (10,315) (2,586)
STALE ..evvitietieieeie ettt ettt ettt et e et ettt r e e b e re e b e ereenaeereennas 574 (2,099) 85
FOT@IGN ...ttt ettt ettt ettt et ettt 245 (1,225) (1,298)
(2,444) (13,639) (3,799)
$ (4,091) $ 345  $ 6,247

The Company’s deferred tax assets and liabilities result primarily from temporary differences between financial reporting
and tax recognition of depreciation, reserves, and certain accrued liabilities.
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Deferred tax assets and liabilities consist of the following:

December 31,

2014 2013
Deferred tax assets:
COMPENSALION ACCTUALS ......cvvevieiieeieiieiietietiete et eteete et et eb et et esse s eseessesseseeseeseeseeseesessessessenss $ 2,774 $ 3,122
RESEIVES ...ttt e e e et e e e e ettt e e e e e et et e e s eeaaaeeeesennnaaeeeas 3,638 3,110
ONET ACCTUALS ....eeeeiieeiee ettt ettt e e s et e e eeseateeeeeseeaaeeeessenaseeeesessanaaeeas 2,893 2,344
INEt OPETALING L0SSES...c.viiviiiiieiiiieeiecteeiee ettt et ettt ettt e et e s teesaesteesbesteessesteeaseessenseereeseens 7,498 1,948
INEETESE TALE SWAPS ...vieuvieiieiiieiteeiee sttt ettt e st e et e st e et e e sbeeesbeesatesnbeesstesabeenanesnseenns 1,715 1,073
ENEIZY ffICICNCY ...uiiiiciiiiicieete ettt ettt ettt et eaeas 19,116 9,524
DIETEITEA TEVEIUE ..oooieeeeieeeeeeeee ettt e e et e e e seeaa et e e s e s easteesessaateeesesenaeeeas 1,769 1,624
Gross deferred INCOME TAX ASSEES .....ciiviiieieiiiieeeeeeeee e et eeeee e et e e et e e eeaeeeseaaeeeeaeeeseaeeesanaeeeas 39,403 22,745
Valuation AllOWANCE..........c.coieieiiiiiiiieteceie ettt ettt ettt e e eve et eeve e teeeabe e aseebeestseenveereeen (3,995) (1,953)
Total deferred INCOME tAX ASSELS .....oeiiuviiiiieiii ittt et ee et e e et e e e e e st e e eaeeeseaaeessaaeeeas $ 35408 $ 20,792
Deferred tax liabilities:
DEPIECIALION .......voeveeeeee ettt ettt ettt ettt ettt se et se et eae et easeteas et easeteseseeseseenenes $ (31,326) $ (23,504)
CoNtract TEfINANCING .....c.vervieieriieierieete et ete et et e st et e st ebessaebeesaesseessesseessesseessesseensesseensessen (437) (710)
CANAAA ...ttt ettt ettt e et te e eteeteeteeteenn (5,659) (2,047)
United KiNGAOM .......coiiiiiiiiiieiieiesitees ettt sttt saeesae e essessae s e eseensesneensennns (396) (765)
ACQUISIEION ACCOUNTING .......vievvitieeiiitieeieeteeteeteete et eeteeteesteeeesteesaesteessesseessesseesseeseenseessenseenns (159) (242)
Total deferred income tax HHabilities........cc.ccvviiiiieiiieiiiecie e (37,977) (27,268)
Deferred income tax Habilities, NEt ...........coovoiiviiiiiiieeeceeee et $ (2,569) $ (6,476)

As of December 31, 2014, the Company included $2,357 of noncurrent deferred tax assets in other assets and $3,156 of
current deferred tax liabilities in accrued expenses and other current liabilities in the accompanying consolidated balance
sheets. As of December 31, 2013, the Company included $1,643 of noncurrent deferred tax assets in other assets and $2,087 of
current deferred tax liabilities in accrued expenses and other current liabilities in the accompanying consolidated balance
sheets.

The Company recorded a valuation allowance in the amount of $3,995 and $1,953 as of December 31, 2014 and 2013,
respectively, related to the following items: 1) The Company recorded a valuation allowance on a deferred tax asset relating to
interest rate swaps in the amount of $1,419 and $1,688 as of December 31, 2014 and 2013, respectively. The deferred tax asset
represents a future capital loss which can only be recognized for income tax purposes to the extent of capital gain
income. Although the Company anticipates sufficient future taxable income, it is more likely than not that it will not be of the
appropriate character to allow for the recognition of the future capital loss. 2) As of December 31, 2014, the Company recorded
a valuation allowance on a deferred tax asset relating to a foreign net operating loss in the amount of $2,337. It is more likely
than not that the Company will not generate sufficient taxable income at the foreign subsidiary level to utilize the net operating
loss. 3) The Company recorded a valuation allowance on a deferred tax asset relating to a state net operating loss of $239 and
$265 at one of its subsidiaries as of December 31, 2014 and 2013, respectively. It is more likely than not that the Company will
not generate sufficient taxable income at the subsidiary level to utilize the net operating loss.

The provision for income taxes is based on the various rates set by Federal and local authorities and is affected by
permanent and temporary differences between financial accounting and tax reporting requirements.
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The following is a reconciliation of the effective tax rates:

Year Ended December 31,
2014 2013 2012

Income before INCOME TAX ....cccvvviiieeeiiiieeecee et eaeeeens $ 6,292 $ 2,759 $ 24,607
Federal Statutory tax EXPENSE ......ccvevververueieieieeeieeiesesseeseesessessessessenseneas $ 2,202 $ 966 $ 8,612
State income taxes, net of Federal benefit............ccccoovevvivviiiiiieeiiieeen, 666 201 818
Net state impact of deferred rate change...........cccooeveiiiiiineninices 264 (69) —
Non deductible EXPENSES........cevuireiereerieiieierieee sttt (213) 2,008 2,612
Stock-based cOMPENSAtION EXPENSE ....vvevrerrerereireererieierirerenseeeenseeeennns 415 373 337
Energy efficiency preferences.......oouvriiirieenieeciienie et evee e (9,517) (3,280) (7,033)
Foreign items and rate differential ............c.ccoooeviniiiiniineeee 719 349 557
Valuation alloWance ...........cvecueeieriieieriisiee e 1,408 (276)
IMISCEIIANEOUS ......ovvivririeiieteeet ettt ettt b e te b reesse e (35) 73 344

$ (4,091) $ 345 $ 6,247
Effective tax rate:
Federal Statutory rate eXPENSE ..........eruereeeerieieieeeeeeeesieeteete e seeseeneeneeneas 35.0 % 35.0 % 35.0 %
State income taxes, net of Federal benefit.............c.coocoiiiiiiiiiiiieinen, 10.6 % 73 % 33 %
Net state impact of deferred rate change..........ccocoeevevcveviicieneicieeeieee 4.2 % 2.5)% — %
Non deductible EXPENSES ......c..erveieieieieieieeet ettt (3.49)% 72.8 % 10.6 %
Stock-based cOMPENSation EXPENSE ......ecveeverreerieerieniieierereeeneeeeeseeeeenees 6.6 % 13.5 % 1.4 %
Energy efficiency preferences.........ooevirieriiiieniescieneeieseeie e (151.3)% (118.9)% (28.6)%
Foreign items and rate differential ..............cccccoviiviiiieciiiieeceeeeeee 11.4 % 12.6 % 23 %
Valuation alloWancCe...........cceeeiieiieieieeieeee e 224 % (10.0)% — %
MISCEIIANEOUS ......ovvieeieiieiieiteieetete ettt be et nseeseense e (0.6)% 2.6 % 1.4 %

(65.1)% 124 % 254 %

A reconciliation of the beginning and ending balances of the total amounts of gross unrecognized tax benefits is as follows:

Year Ended December 31,

2014 2013
Balance, beginning Of YEAT ......c..cceevuerieiiieieiieiete ettt sre e ste e s e b e eseeseessenseenes $ 9,200 $ 4,900
Additions for prior year tax POSILIONS .......ccvevvieieriieieriieeeieeee e ere e eresteeseereeseeeeesseesseseens 1,700 4,300
Settlements paid t0 taX AUtNOTILIES .. ...eoveeiieiieieeieie e — —
Reductions of prior year taX POSILIONS ........ccercverierierieeierieeiesieeieseesesseesesseesseseeesesseensessnes (7,200) —
Balance, €Nd OF YEAT ........ocvouiivieiieeeiceeeceeeeeetee ettt ettt ettt aeas $ 3,700 $ 9,200

At December 31, 2014 and 2013, the Company had approximately $3,700 and $9,200, respectively, of total gross
unrecognized tax benefits. The current year increase in unrecognized tax benefits relates primarily to identification of non
deductible expenses. The current year decrease in unrecognized tax benefits relates primarily to items resolved as part of the
IRS audit and amounts related to years already audited. The Company believes that it is reasonably possible that a decrease of
up to $3,100 in unrecognized tax benefits related to Federal and state exposures may be necessary within the next twelve

months.

Of the total gross unrecognized tax benefits as of December 31, 2014 and 2013, $2,500 and $5,500, respectively, (both net
of the Federal benefit on state amounts) represent the amount of unrecognized tax benefits that, if recognized, would favorably
affect the effective income tax rate in any future periods.

At December 31, 2014 the Company had state net operating loss carryforwards of approximately $8,000, which will expire

from 2014 through 203 1. The tax effected portion of the state net operating loss relating to excess stock option deductions is
approximately $6. Any tax benefit resulting from excess stock option deductions is recorded as an adjustment to additional paid
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in capital when realized. At December 31, 2014 the Company had Canadian net operating loss carryforwards of approximately
$25,600, which will expire from 2014 through 2024.

The Company does not accrue U.S. tax for foreign earnings that it considers to be permanently reinvested outside the
United States. Consequently, the Company has not provided any U.S. tax on the unremitted earnings of its foreign subsidiaries.
As of December 31, 2014, the amount of earnings for which no repatriation tax has been provided was estimated to be $10,300.
It is not practicable to estimate the amount of additional tax that might be payable on those earnings if repatriated.

At December 31, 2014 the company had a Federal tax credit carryforward of approximately $15,200 which will expire at
various times through 2034. The portion of the Federal tax credit relating to excess stock option deductions is approximately
$4,200, the tax benefit of which will be recorded as an adjustment to additional paid in capital when realized.

The tax years 2007 through 2014 remain open to examination by major taxing jurisdictions. The Company accounts for
interest and penalties related to uncertain tax positions as part of its provision for Federal and state income taxes. The
(decrease) increase included in tax expense for the years end December 31, 2014, 2013 and 2012 were $(200), $(100) and
$300, respectively.

9. STOCKHOLDERS’ EQUITY

The Company has authorized 500,000,000 shares of Class A common stock, par value $0.0001 per share, 144,000,000
shares of Class B common stock, par value $0.0001 per share, and 5,000,000 shares of Preferred Stock, par value $0.0001 per
share. The rights of the holders of the Company’s Class A common stock and Class B common stock are identical, except with
respect to voting and conversion. Each share of the Company’s Class A common stock is entitled to one vote per share and is
not convertible into any other shares of the Company’s capital stock. Each share of the Company’s Class B common stock is
entitled to five votes per share, is convertible at any time into one share of Class A common stock at the option of the holder of
such share and will automatically convert into one share of Class A common stock upon the occurrence of certain specified
events, including a transfer of such shares (other than to such holder’s family members, descendants or certain affiliated
persons or entities). The Company’s Board of Directors is authorized to fix the rights and terms for any series of preferred stock
without additional shareholder approval.

During the fourth quarter of the year ended December 31, 2013 the Company retired 4,833,284 shares of Class A common
stock previously recorded as treasury shares.

10. STOCK INCENTIVE PLAN

In 2000, the Company’s Board of Directors approved the Company’s 2000 Stock Incentive Plan (the “2000 Plan”) and
between 2000 and 2010 authorized the Company to reserve a total of 28,500,000 shares of its then authorized common stock,
par value $0.0001 per share ("Common Stock”) for issuance under the 2000 Plan. The 2000 Plan provided for the issuance of
restricted stock grants, incentive stock options and nonqualified stock options. The Company will grant no further stock options
or restricted awards under the 2000 Plan.

The Company’s 2010 Stock Incentive Plan (the “2010 Plan”), was adopted by the Company’s Board of Directors in May
2010 and approved by its stockholders in June 2010. The 2010 Plan provides for the grant of incentive stock options, non-
statutory stock options, restricted stock awards and other stock-based awards. Upon its effectiveness, 10,000,000 shares of the
Company’s Class A common stock were reserved for issuance under the 2010 Plan. As of December 31, 2014, the Company
had granted options to purchase 1,707,504 shares of Class A common stock under the 2010 Plan.

Stock Option Grants

The Company has granted stock options to certain employees and directors, including its principal and controlling
stockholder, under the 2000 Plan. The Company has also granted stock options to certain employees and directors under the
2010 Plan. At December 31, 2014, 8,488,457 shares were available for grant under the 2010 Plan.
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The following table summarizes the collective activity under the 2000 Plan and the 2010 Plan:

Weighted-
Average
Weighted- Remaining
Number of Average Contractual Aggregate

Options Exercise Price Term Intrinsic Value
Outstanding at December 31, 201 1......ccovvveviivieniiiieiecieie e 5,424,612 $ 5.151
Granted(1) . .eoouiiiiiieieceeeeee ettt ettt e b e e eaeens 706,644 11.782
EXEICISEA. . .veeiieeeeeeeeee e (1,306,145) 2.651
FOITRIted. .. oviiiiieieiecieeeee et (46,968) 2.749
Outstanding at December 31, 2012 ......ccoocoeiiiieiiiiieieeeceeeee 4,778,143 6.794
Granted(1)..ueeoeeieieeieeeiee ettt s eneens 598,360 9.101
EXEICISCA...euiiiiiiieiicieieeee ettt b e ennens (682,619) 3.037
FOIfeited.....oouvivieeiiie et (120,506) 11.691
Outstanding at December 31, 2013 ......c.cocveviirierieieeceee e 4,573,378 7.528
Granted(1)...ueriiieriieieiieiere ettt st sreeae e ebe e ebeennens 145,000 7.578
EXETCISEA. .. ccviiiiieiiecieeiee ettt et et re e e e e e (482,475) 2.999
FOrfeited. ... c.cooiiiiiiiiiriirerce et (324,330) 12.226
EXPITEA...cuviiiiiiiciieiecieteeee ettt ettt b e ennens (18,000) 2.750
Outstanding at December 31, 2014 ........coooieieieieeeeeeeeeeeeae 3,893,573 § 7.721 515 $ 4,702
Options exercisable at December 31,2014 .........ccceevvrieierieennns 2,882,156 $ 6.832 414 $ 4,677
Expected to vest at December 31, 2014 ........ccovveieieiiieierieienenia, 1,011,417 $ 10.197 8.04 $ 25

(1) Grants are related to the 2010 Plan.

The aggregate intrinsic value of stock options exercised during the years ended December 31, 2014, 2013 and 2012 was
$2,030, $4,224 and $12,830, respectively.

During the year ended December 31, 2014, a total of 482,475 shares were issued upon the exercise of options under the
2000 Plan at an average price of $2.999 per share. Cash received from option exercises under all stock-based payment
arrangements, net, for the years ended December 31, 2014, 2013 and 2012 was $1,447, $2,073 and $3,463, respectively.

Under the 2000 Plan and the 2010 Plan, all options expire if not exercised within ten years after the grant date. Historically,
options generally provided for vesting over five years, with 20% vesting on the first anniversary of the grant date and 5%
vesting every three months thereafter. During 2011, the Company began awarding options generally providing for vesting over
five years, with 20% vesting on each of the first five anniversaries of the grant date. From time to time, the Company awards
options providing for vesting over three years, with one-third vesting on each of the first three anniversaries of the grant date. If
the employee ceases to be employed by the Company for any reason before vested options have been exercised, the employee
has 90 days to exercise options that have vested as of the date of such employee’s termination or they are forfeited.

The Company uses the Black-Scholes option pricing model to determine the weighted-average fair value of options
granted. The Company will recognize the compensation cost of stock-based awards on a straight-line basis over the vesting
period of the award.
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The determination of the fair value of stock-based payment awards utilizing the Black-Scholes model is affected by the
stock price and a number of assumptions, including expected volatility, expected life, risk-free interest rate and expected
dividends. The following table sets forth the significant assumptions used in the model during 2014, 2013 and 2012:

Year Ended December 31,
2014 2013 2012
Expected dividend yield ..........coooeoeiiiiiniiiiine e —% —% —%
RiSK-free INtereSt Tate .....cveeeveeiiieciieciieciie ettt e ve e 1.93%-2.01% 1.03%-2.18% 0.82%-1.25%
Expected VOLatility.......coccvervieieiieieie et 50%-52% 34%-52% 32%
EXPECted Tife......oeiiieiieciieeieeee ettt 6.5 years 6.0-6.5 years 6.5 years

The Company will continue to use judgment in evaluating the expected term, volatility and forfeiture rate related to the
stock-based compensation on a prospective basis, and incorporating these factors into the Black-Scholes pricing model. Higher
volatility and longer expected lives result in an increase to stock-based compensation expense determined at the date of grant.
In addition, any changes in the estimated forfeiture rate can have a significant effect on reported stock-based compensation
expense, as the cumulative effect of adjusting the rate for all expense amortization is recognized in the period that the forfeiture
estimate is changed. If a revised forfeiture rate is higher than the previously estimated forfeiture rate, an adjustment is made
that will result in a decrease to the stock-based compensation expense recognized in the accompanying consolidated financial
statements. If a revised forfeiture rate is lower than the previously estimated rate, an adjustment is made that will result in an
increase to the stock-based compensation expense recognized in the accompanying consolidated financial statements. These
expenses will affect the cost of revenues, salaries and benefits and project development costs expenses.

The weighted-average fair value of stock options granted during the years ended December 31, 2014, 2013 and 2012,
under the Black-Scholes option pricing model was $3.97, $3.66 and $4.03, respectively, per share. For the years ended
December 31, 2014, 2013 and 2012, the Company recorded stock-based compensation expense of approximately $2,493,
$2,799, and $3,351, respectively, in connection with stock-based payment awards. The compensation expense is allocated
between cost of revenues and selling, general and administrative expenses in the accompanying consolidated statements of
income based on the salaries and work assignments of the employees holding the options. As of December 31, 2014, there was
approximately $3,700 of unrecognized compensation expense related to non-vested stock option awards that is expected to be
recognized over a weighted-average period of 2.8 years.

11. EMPLOYEE BENEFITS

The Company has salary reduction/profit sharing plans under the provisions of Section 401(k) of the Internal Revenue
Code. The plans cover all employees who have completed the minimum service requirement, as defined by the plans. The plans
require the Company to contribute 100% of the first six percent of base compensation that a participant contributes to the plans.
Matching contributions made by the Company were $4,556, $4,524 and $3,605 for the years ended December 31, 2014, 2013
and 2012, respectively.

12. COMMITMENTS AND CONTINGENCIES

The Company leases certain administrative offices. The leases are long-term noncancelable real estate lease agreements,
expiring at various dates through fiscal 2018. The agreements generally provide for fixed minimum rental payments and the
payment of utilities, real estate taxes, insurance and repairs. Rent and related expenses for the years ended December 31, 2014,
2013 and 2012 was $5,667, $4,947 and $5,031 respectively.
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The Company’s estimated minimum future lease obligations under operating leases are as follows:

Operating Leases
Year ended December 31,

20 LS ettt h ettt h e a e a bbbt bt bbbt et bbbt e et et e st eae e st bt et eues $ 3,939

2076, ettt h bkt h e bbbt ettt et e st eateh e e st eh e e bt e bt ekt beehe b et e be st enbente e et enteneeneeneas 3,303

207 ettt a e h e h ettt e he ettt et e s et et et et eateateneenteseeReeR e ekt ek e eReehetesesensensensentententeneeneas 2,874

20 T8 ettt ettt bttt h e h e h bt bbbt bbbt et bbbt ettt e st eat e st ebe bt eues 1,139

2079 bt btk b bttt bt et eat et et e At ea e h e e h e ekt e bt bt ekt beehe et e b e be s entente e et enteneeneeneas 714

B 1TSS L USSR 251
Total MINIMUM 1EASE PAYIMEIILS .......cveeiireieteiiiertecteie et ette e et et et e et eseesseeseesseensesseensesseensesseensesseensesssensesseenes $ 12,220
Legal Proceedings

The Company also is involved in a variety of claims and other legal proceedings generally incidental to its normal business
activities. While the outcome of any of these proceedings cannot be accurately predicted, the Company does not believe the
ultimate resolution of any of these existing matters would have a material adverse effect on its financial condition or results of
operations.

Solar Tariff Contingency

In October 2012, the U.S. Department of Commerce (“Commerce”) announced its final determination in the anti-dumping
(“AD”) and countervailing duty (“CVD”) investigations of imports of solar cells manufactured in the People’s Republic of
China (“PRC”), including solar modules containing such cells. Commerce’s final determination confirmed its previously
published AD duty of 249.96%, for manufacturers without a separate rate, and increased its CVD from 3.61% to 15.24%; both
duties are applied to the value of imports of solar modules containing PRC cells. On November 7, 2012, the International Trade
Commission announced its final determination upholding the duties. All shipments from May 25, 2012 until the Company
suspended importing solar modules containing PRC cells in July 2012 (“covered shipments™) were subject to the CVD and
were covered by a single continuous entry bond. Covered shipments also were subject to AD duty, for each of which the
Company was required to post a single entry bond. In August, 2014, U.S. Customs lifted suspension of liquidation of covered
shipments. As a result of liquidation, during the third and fourth quarters of 2014, the Company paid CVD on covered
shipments at the 3.61% rate. During the fourth quarter of 2014 through the first quarter of 2015, the Company paid AD duties
on covered shipments at a 31.18% rate. The Company is awaiting receipt of a final bill from U.S. Customs for liquidation of
one remaining covered shipment containing PRC cells.

Commitments as a Result of Acquisitions

Related to the Company's acquisition of EEX in the second quarter of 2014 (see Note 3), the former owners of EEX, who
are now employees of the Company, may be entitled to receive up to 4,500 British pounds sterling ($6,989 converted as of
December 31, 2014) in additional consideration, accounted for as compensation for post-combination services, if the acquired
business meets certain financial performance milestones through December 31, 2018.

The Company has established a reserve reflecting its current estimate of its ultimate exposure to these assessments.

75



AMERESCO, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(in thousands, except share and per share amounts)

13. GEOGRAPHIC INFORMATION

The Company attributes revenues to customers based on the location of the customer. Information as to the Company’s
operations in different geographical areas is as follows:

December 31,

2014 2013
Long-lived assets:
UNIEEA STALES ....veveeeeeeee ettt ettt ettt et e et e e e et e eae st e eae st e saeeasesseenseeneensesaeensesasenaeenes $ 207,858 $ 201,026
(@81 F:Ta - VPRSPPI 17,145 18,324
OIET .ottt ettt ettt et et et e et et e et e be et e eaeeteereeteeteeeaeerb e reeareereens 141 93
TOtal 10NG-TIVEA BSSELS....vviviviirieiieieictieeeteeet ettt ettt ettt s e b e ebese et ns $ 225,144  $ 219,443
Year Ended December 31,
2014 2013 2012
Revenues:
UNIEEA STAES ...ttt ettt eae et st saesetesaeseeeaeenens $ 509,200 $ 501,558 $ 563,746
CaANAA......oviieiiieciececee ettt a e aeennas 70,069 68,797 60,590
OTBET .ottt ettt et re e eae s 13,972 3,816 6,835
TOAL TEVETIUES ...ttt ettt $ 593241 % 574,171  $ 631,171
14. OTHER EXPENSES, NET
The components of other expenses, net, are as follows:
Year Ended December 31,
2014 2013 2012
Unrealized (gain) loss on interest rate SWaps.........cceeeeveereereereereeniennnns $ (1,418) $ (1,459) $ 98
Interest expense, net of iNtErest INCOME........ccvveverrereereeieriiereeeeeeeeenns 5,898 4,600 3,496
Amortization of deferred financing fees, net...........ccccoeceeviiencniencnnen. 1,248 732 456
Foreign currency transaction lOSS ...........cccveverieriereenesiese e 1,131 — —
Other EXPENSES, NEL.......cvcvieieriierieetieeeteeeete ettt eseeres e es s $ 6,859 $ 3873 § 4,050

Estimated amortization expense for existing deferred financing fees for the next five succeeding fiscal years is as follows:

Estimated
Amortization
2015 ettt h et b b e b e ettt et a e et e a e bbbt sh et e b e ne et ae e ennenne $ 1,042
20T6 e e e b e 871
2017 bbb a ettt e h bt st b e sa et e e ene 719
2018 ettt a et b b et a e e e et et et a e st ea e bt e h e bt ea et be et b e a et ennenne 654
20T e s 582

15. FAIR VALUE MEASUREMENT

The Company recognizes its financial assets and liabilities at fair value on a recurring basis (at least annually). Fair value
is defined as the price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date.
Three levels of inputs that may be used to measure fair value are as follows:

Level 1: Inputs are based upon unadjusted quoted prices for identical instruments traded in active markets.

Level 2: Inputs are based upon quoted prices for similar instruments in active markets, quoted prices for identical or
similar instruments in markets that are not active, and model based valuation techniques for which all significant assumptions

76



AMERESCO, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(in thousands, except share and per share amounts)

are observable in the market or can be corroborated by observable market data for substantially the full term of the assets or
liabilities.
Level 3: Inputs are generally unobservable and typically reflect management’s estimates of assumptions that market

participants would use in pricing the asset or liability. The fair values are therefore determined using model-based techniques
that include option pricing models, discounted cash flow models, and similar techniques.

The following table presents the input level used to determine the fair values of the Company’s financial instruments
measured at fair value on a recurring basis:

Fair Value as of December 31,

Level 2014 2013
Assets:
Interest rate SWap INStrUMENLS. ........cceeeverreecrerieereeiereeeenreeee e esee s 2 $ — $ 1,553
Liabilities:
Interest rate SWap INStrUMENLS.........ccvreverueeieriieienieeeeeeee e ee e 2 $ 4,430 $ 4,268

The fair value of the Company’s interest rate swaps was determined using cash flow analysis on the expected cash flow of
the contract in combination with observable market-based inputs, including interest rate curves and implied volatilities. As part
of this valuation, the Company considered the credit ratings of the counterparties to the interest rate swaps to determine if a
credit risk adjustment was required.

The fair value of financial instruments is determined by reference to observable market data and other valuation
techniques, as appropriate. The only category of financial instruments where the difference between fair value and recorded
book value is notable is long-term debt. At December 31, 2014 and 2013, the fair value of the Company’s long-term debt was
estimated using discounted cash flows analysis, based on the Company’s current incremental borrowing rates for similar types
of borrowing arrangements which are considered to be level two inputs. There have been no transfers in or out of level two for
the years ended December 31, 2014 and 2013. Based on the analysis performed, the fair value and the carrying value of the
Company’s long-term debt are as follows:

As of December 31, 2014 As of December 31, 2013
Fair Value Carrying Value Fair Value Carrying Value
Long-term debt value..........ccccoeveeeveiireicriieiieceeeeerene $ 102,362  $ 102,292  $ 114,776  $ 116,195

The Company is also required periodically to measure certain other assets at fair value on a nonrecurring basis, including
long-lived assets, goodwill and other intangible assets. The Company determined the fair value used in its annual goodwill
impairment analysis with its own discounted cash flow analysis. The Company has determined the inputs used in such analysis
as Level 3 inputs. The Company recorded an impairment charge on goodwill of $1,016 for the year ended December 31, 2012
(see Note 4). The Company did not record any impairment charges on goodwill or other intangible assets as no significant
events requiring non-financial assets and liabilities to be measured at fair value occurred for the years ended December 31,
2014 or 2013.

16. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

At December 31, 2014 and 2013, the following table presents information about the fair value amounts of the Company’s
derivative instruments:

Derivatives as of December 31,

2014 2013
Balance Sheet Balance Sheet
Location Fair Value Location Fair Value
Derivatives Designated as Hedging Instruments:
Interest rate swap CONtractS.........cceeeveeeveerveerueennnenn Other assets $ —  Other assets $ 1,553
Interest rate Swap CONtracts..........cceceeeeeeeeereeeeennnne Other liabilities $ 4,430 Other liabilities $ 4,268
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All of the Company’s derivatives were designated as hedging instruments for the year ended December 31, 2014. All but
one derivative were designated as hedging instruments prior to March 2013 and all were designated as hedging instruments for
the remainder of the year ended December 31, 2013.

The following tables present information about the effects of the Company’s derivative instruments on the consolidated
statements of income and consolidated statements of comprehensive income (loss):

Location of (Gain)

Loss Recognized in Amount of (Gain) Loss Recognized in Income (Loss) for
Income (Loss) the Year Ended December 31,
2014 2013 2012
Derivatives Designated as Hedging Instruments:
Interest rate swap CONtracts ........cccceeeveerueerveenneennnn. Other expenses, net  $ (1,418) $ (1,193) $ —
Derivatives Not Designated as Hedging Instruments:
Interest rate SWap CONtracts .........ccoceeverererrerreniennnns Other expenses, net  $ — 3 (266) $ 98

Twelve Months Ended December 31, 2014

Loss Recognized in Interest Expense Reclassified
Accumulated Other from Accumulated Other
Comprehensive (Loss) Income, Comprehensive (Loss) Income,
Net Net into Other Expenses, Net
Derivatives Designated as Hedging Instruments:
Interest rate SWapP CONLTACES ........cevververreieieierereeriereereereeresseenens $ 2,217 $ 1,222

17. BUSINESS SEGMENT INFORMATION

The Company reports results under ASC 280, Segment Reporting. The Company’s reportable segments for the year ended
December 31, 2014 are U.S. Regions, U.S. Federal, Canada and Small-Scale Infrastructure. The Company’s U.S. Regions, U.S.
Federal and Canada segments offer energy efficiency products and services which include the design, engineering and
installation of equipment and other measures to improve the efficiency and control the operation of a facility’s energy
infrastructure, renewable energy products and services which include the construction of small-scale plants for customers that
produce electricity, gas, heat or cooling from renewable sources of energy and O&M services. The Company’s Small-Scale
Infrastructure segment sells electricity, processed LFG, heat or cooling, produced from renewable sources of energy, from
small-scale plants that the Company owns. The “All Other” category offers enterprise energy management services, consulting
services and the sale of solar PV energy products and systems (“integrated-PV”). These segments do not include results of
other activities, such as corporate operating expenses not specifically allocated to the segments. For the years ended
December 31, 2014, 2013 and 2012 unallocated corporate expenses were $28,087, $26,120 and $21,191, respectively. The
accounting policies are the same as those described in the summary of significant accounting policies. See Note 2.

For the years ended December 31, 2014, 2013 and 2012 more than 80% of the Company’s revenues have been derived
from Federal, state, provincial or local government entities, including public housing authorities and public universities. The
U.S. Federal Government, which is considered a single customer for reporting purposes, constituted 16.9%, 12.3% and 11.6%
of the Company’s consolidated revenues for the years ended December 31, 2014, 2013 and 2012, respectively. Revenues from
the U.S. Federal Government are included in the Company’s U.S. Federal segment.

The reports of the Company’s chief operating decision maker do not include assets at the operating segment level.
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An analysis of the Company’s business segment information and reconciliation to the consolidated financial statements is

as follows:
Small-Scale Total
U.S. Regions U.S. Federal Canada Infrastructure All Other Consolidated
2014
Revenues.......cccccooeeiviiiiieiiiens $ 274,338 $ 99,986 $ 70,492 $ 52,037 % 96,388 $ 593,241
Interest income... — — 1 43 1 45
Interest eXpense. ...........owevevveeerenen. — — 1,369 3,188 — 4,557
Depreciation and intangible asset
AMOTHZAtON ...cvoveveeeevreeeieen 1,308 1,178 1,288 12,858 4,275 20,907
Unallocated corporate activity......... — — — — — (28,087)
Income (loss) before taxes............... 25,846 10,489 (7,838) 6,090 (208) 34,379
2013
Revenues.......ccccoooeeviiieiieiiiieens 314,339 70,452 68,797 40,388 80,195 574,171
Interest inCOME........ccoecveeeveerrerannnnne. — — 46 65 2 113
Interest expense... — — 1,367 2,045 — 3,412
Depreciation and intangible asset
AMOTHZAtON ...voveveeeevceieieraeas 2,071 1,053 1,687 10,478 3,145 18,434
Unallocated corporate activity......... — — — — — (26,120)
Income (loss) before taxes............... 22,408 6,430 (3,043) 4,365 (1,281) 28,879
2012
REVEINUES ..o 382,118 73,469 60,564 37,979 77,041 631,171
Interest inCOME........ccceecveeeveerveenenns — 122 8 1 — 131
Interest eXpense........ccevvveevveervenueenne — — 719 3,429 36 4,184
Depreciation and intangible asset
AMOItIZAtION ....ovvevveveeereereereeeeeee 3,909 991 1,133 9,033 2,722 17,788
Unallocated corporate activity......... — — — — (21,191)
Income (loss) before taxes............... 44,361 2,263 (4,179) 2,031 1,322 45,798
Information as to the Company’s revenues by service and product lines is as follows:
Year Ended December 31,
2014 2013 2012
Revenues:
PLOJECH(1) oo $ 388,327 $ 388,142 § 462,555
Operating ASSEES(2) ...ccveerveereereeeierieeiesteeeesieeee st ettt eee e ene s 52,168 42,265 40,455
OBM(B) oo 57,177 55,644 51,247
INte@IAted-PV(4)......ovoovoeeeeeeeeeeeeeeeee e 52,508 48,869 45,261
OUNET SEIVICES ..ottt e et e e e e saaee e e e s neaeeas 43,061 39,251 31,653
TOtal REVENUES.......vviieeeee e $ 593,241 $ 574,171  $ 631,171

(1) Project revenues consists of services related to the design, engineering and installation of, and the arranging of
financing for, equipment and other measures to improve the efficiency and control the operation of a facility’s energy
infrastructure. Project revenues also include the construction for customers of small-scale plants that produce electricity,

gas, heat or cooling from renewable sources of energy.

(2) Operating Assets revenues includes the sale of electricity, processed LFG, heat or cooling from plants that the

Company owns.

(3) O&M revenues includes operations and maintenance services for customers as well as measurement and verification

services related to our ESPCs.

(4) Integrated-PV revenues includes the sale of solar PV energy products and systems.
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18. QUARTERLY INFORMATION (Unaudited)

The following tables set forth selected unaudited condensed consolidated statement of income data for each of the most
recent eight quarters ended December 31, 2014. Operating results for any quarter are not necessarily indicative of results for

any future period.

2014
REVENUECS ..ooveiiiiiiiiieceeeeeeeeeeeeee e

GIOSS PIOTIE . eeuieiieiiciieiieiett ettt nee e
Net (10SS) INCOME ....ovvevieeieiiereeiieieee ettt seeeae e aeseees
Net (loss) income per share attributable to common

2013
REVENUES ...t

GIOSS PLOTIE . eeueeeieiieiieieee ettt
Net (10SS) INCOME ....oovveeeeeiieiieiieieie e

Net (loss) income per share attributable to common
shareholders:

80

Three Months Ended,

March 31 June 30 September 30 December 31

100,731 § 142,558 § 168,891 $§ 181,061
17,554 ' $ 27,936 $ 35,024 $ 36,418
(8,281) $ 2,719 § 7291 $ 8,654
(0.18) $ 0.06 $ 0.16 § 0.19
0.18) $ 0.06 $ 016 $ 0.18
45,909,995 46,064,049 46,315,968 46,350,835
45,909,995 46,573,691 46,987,522 47,006,314
110,136 $ 126,253 § 161,648 $ 176,134
21,519 $ 23,383 $ 30,063 $ 28,360
(1,924) §  (1,781) $ 4545 $ 1,574
0.04) $ (0.04) $ 0.10 $ 0.03
0.04) $ 0.04) $ 0.10 $ 0.03
45,327,237 45,465,529 45,621,552 45,819,906

45327237 45465529 46,605,360 46,649,171



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of Ameresco, Inc.

We have audited the accompanying consolidated balance sheets of Ameresco, Inc. and Subsidiaries (the “Company”) as of
December 31, 2014 and 2013, and the related consolidated statements of income, comprehensive income, stockholders' equity,
and cash flows for each of the three years in the period ended December 31, 2014. We also have audited the Company’s internal
control over financial reporting as of December 31, 2014, based on criteria established in Internal Control - Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission in 2013. The Company’s
management is responsible for these financial statements, for maintaining effective internal control over financial reporting, and
for its assessment of the effectiveness of internal control over financial reporting included in the accompanying Management’s
Annual Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on these financial
statements and an opinion on the Company's internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement and whether effective internal control over financial reporting was maintained in
all material respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our
audits provide a reasonable basis for our opinions.

As described in Management’s Annual Report on Internal Control over Financial Reporting, management has excluded
Energyexcel LLP from its assessment of internal control over financial reporting as of December 31, 2014, because it was
acquired by the Company in a purchase business combination in the third quarter of 2014. We have also excluded Energyexcel
LLP from our audit of internal control over financial reporting. Energyexcel LLP is a wholly owned subsidiary whose total
assets and revenue represent approximately 2% and 1%, respectively, of the related consolidated financial statement amounts as
of and for the year ended December 31, 2014.

A company's internal control over financial reporting is a process designed 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. A company's internal control over financial reporting includes those policies and procedures
that (a) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (b) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (¢) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of Ameresco, Inc. and Subsidiaries as of December 31, 2014 and 2013, and the results of their operations and their cash
flows for each of the years in the three-year period ended December 31, 2014, in conformity with accounting principles
generally accepted in the United States of America. Also in our opinion, Ameresco, Inc. and Subsidiaries maintained, in all
material respects, effective internal control over financial reporting as of December 31, 2014, based on criteria established in
Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
in 2013.

/s/ McGladrey LLP

Boston, Massachusetts
March 6, 2015
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.
Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our principal executive officer and principal financial officer, evaluated the
effectiveness of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act,
as of the end of the period covered by this annual report, or the evaluation date. Disclosure controls and procedures are
designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the
Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms.
Our management recognizes that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving their objectives, and management necessarily applies its judgment in evaluating the cost-
benefit relationship of possible controls and procedures. Our management, after evaluating the effectiveness of our disclosure
controls and procedures as of the evaluation date, concluded that as of the evaluation date, our disclosure controls and
procedures were effective at the reasonable assurance level.

Management’s Annual Report on Internal Control over Financial Reporting

Our management, with the participation of our principal executive officer and principal financial officer, is responsible for
establishing and maintaining adequate internal control over our financial reporting as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act as a process designed by, or under the supervision of, a company’s principal executive and principal
financial officers and effected by our board of directors, management and other personnel to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with GAAP. Our internal control over financial reporting includes those policies and procedures that:

+ pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect our transactions and
dispositions of our assets;

» provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements
in accordance with GAAP, and that our receipts and expenditures are being made only in accordance with
authorizations of our management and directors; and

»  provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition
of our assets that could have a material effect on our financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Our management assessed the effectiveness of our internal control over financial reporting as of December 31, 2014. In
making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in Internal Control - Integrated Framework (2013). Management excluded Energyexcel from its
assessment of internal control over financial reporting as of December 31, 2014, because Energyexcel was acquired by us in a
purchase business combination during the third quarter of the year ended December 31, 2014. Energyexcel’s total assets and
total revenues represented approximately 2% and 1%, respectively, of the related consolidated financial statement amounts as
of and for the year ended December 31, 2014.

Based on this assessment and those criteria, our management concluded that, as of December 31, 2014, our internal control
over financial reporting was effective.

The effectiveness of our internal control over financial reporting as of December 31, 2014 has been audited by McGladrey
LLP, an independent registered public accounting firm, as stated in their report, which appears under Item 8.

Remediation of Prior Period Material Weakness

As previously disclosed in our Annual Report on Form 10-K for the year ended December 31, 2013, filed with the SEC on
March 17, 2014, we identified a material weakness in our internal control over financial reporting. A material weakness is
defined as a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a
reasonable possibility that a material misstatement of our annual or interim financial statements will not be prevented or
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detected on a timely basis by our internal controls. During the first three quarters of 2014, we engaged in the implementation
of remedial measures designed to address this material weakness. In the fourth quarter of 2014, we completed the testing of the
design and operating effectiveness of the new procedures and controls. As a result, our management concluded that, as of
December 31, 2014, we had remediated the previously reported material weakness.

We implemented the following changes in our internal control over financial reporting during 2014 that contributed to
remediating the previously disclosed material weakness described above:

* we continued to act upon the enhancements to our internal controls that we implemented in 2013 as described in our
Annual Report on Form 10-K for the year ended December 31, 2013;

* we continued improving the quality and timing of our accounting close process and financial reporting to allow for an
increase in time for review; and

* we separated the corporate controller and chief accounting officer functions and hired a corporate controller to further
enhance the timeliness of the review over our accounting close process and financial reporting.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting, other than those stated above, during our most
recent fiscal quarter that have materially affected, or are reasonably likely to materially affect, our internal control over
financial reporting.

Item 9B. Other Information

None.
PART III

Item 10. Directors, Executive Officers and Corporate Governance

The information concerning our executive officers is set forth under the heading “Executive Officers” at the end of Item 1
in Part I of this report.

We have adopted a written code of business conduct and ethics that applies to our directors, officers and employees,
including our principal executive officer, principal financial officer, principal accounting officer or controller, and persons
performing similar functions. A copy of the code of business conduct and ethics is posted on the Investor Relations section of
our website, which is located at www.ameresco.com. In addition, we intend to post on our website all disclosures that are
required by law or applicable NYSE listing standards concerning any amendments to, or waivers from, any provision of the
code. We include our website address in this report only as an inactive textual reference and do not intend it to be an active link
to our website. None of the material on our website is part of this Annual Report on Form 10-K.

The response to the remainder of this item is incorporated by reference from the discussion responsive thereto in the
sections titled “Corporate Governance” and “Stock Ownership - Section 16(a) Beneficial Ownership Reporting Compliance”
contained in the definitive proxy statement for our 2015 annual meeting of stockholders.

Item 11. Executive Compensation

The response to this item is incorporated by reference from the discussion responsive thereto in the sections titled
“Executive Compensation and Related Information” and “Corporate Governance” contained in the definitive proxy statement
for our 2015 annual meeting of stockholders.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Equity Compensation Plan Information

The following table provides information about the securities authorized for issuance under our equity compensation plans

as of December 31, 2014:

Equity Compensation Plan Information

(@)

Number of securities to be
issued upon exercise of
outstanding options,
Plan category warrants and rights

(b)

Weighted-average
exercise price of
outstanding options,

(©
Number of securities
remaining available for
future issuance under
equity compensation plans
(excluding securities

Equity compensation plans approved by security
ROLAETS(1)(2) e rveereeeeeereeeeseeeesseeeeseeeeseseseeseeesseeees 3,893,573
Equity compensation plans not approved by

security holders .........coovveeiiiieiieeeeeeeee,

TOMAL e eeeeeee e ee e ees e 3,893,573

warrants and rights reflected in column (a))
$ 7.721 8,488,457
$ 7.721 8,488,457

(1) Consists of our 2000 stock incentive plan and our 2010 stock incentive plan.

(2) All securities remaining available for future issuance are under our 2010 stock incentive plan. In addition to being
available for future issuance upon exercise of options that may be granted after December 31, 2014, shares under our
2010 stock incentive plan may instead be issued in the form of stock appreciation rights, restricted stock, restricted

stock units and other stock-based awards.

The response to the remainder of this item is incorporated by reference from the discussion responsive thereto in the section
titled “Stock Ownership” contained in the definitive proxy statement for our 2015 annual meeting of stockholders.

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

The response to this item is incorporated by reference from the discussion responsive thereto in the sections titled “Certain
Relationships and Related Person Transactions” and “Corporate Governance” contained in the definitive proxy statement for

our 2015 annual meeting of stockholders.

Item 14. Principal Accountant Fees and Services

The response to this item is incorporated by reference from the discussion responsive thereto in the section titled
“Proposal 2 - Ratification of the Selection of our Independent Registered Public Accounting Firm” contained in the definitive

proxy statement for our 2015 annual meeting of stockholders.
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PART IV
Item 15. Exhibits and Financial Statement Schedules

(a)(1) Consolidated Financial Statements.

The following consolidated financial statements of Ameresco, Inc. are filed in Item 8 of this Annual Report on Form 10-K:

Consolidated Balance Sheets as of December 31, 2014 and December 31, 2013 ........c.cooviviiiiiiiiiieeeceeeeeeeeeeee e 46
Consolidated Statements of Income for the years ended December 31, 2014, December 31, 2013 and December 31,
2002 ettt ettt et be et et et t e b et t et e et e bt e st e atterbeett e s b e e Rt e beeRteheeRteheeRbe st esbeeseenbeeRtenbeestenteeneeeaeenaesaeensenres 48
Consolidated Statements of Comprehensive Income (Loss) for the years ended December 31, 2014, December 31,

2013 and DecemDETr 31, 2012 ....ooiieiiiieiee ettt e e e et e et e et ee it e e e ettt e e —a e e et eeeanteeeateeeeateesaraeeeas 49
Consolidated Statements of Changes in Stockholders’ Equity for the years ended December 31, 2014,

December 31, 2013 and DecembDET 31, 2012 ......uoiiieiiieeeee ettt e et e et e e et e e et e e e et e e e te e e eaaeesanaeeeas 50
Consolidated Statements of Cash Flows for the years ended December 31, 2014, December 31, 2013 and

DECEMDET 31, 2002 ..ottt e e et e et e e et e e e e e st e e et e e eeaee e s e et e e et e e e et e e st e e eanateeaareeesaaeesaaeeeas 51
Notes to Consolidated Financial StatemMENTS...........cecueruiriierieriieieieeieieeeestt ettt et ete st e e te st eestesseesseeseensesseensesseenseenes 53
Report of Independent Registered Public Accounting Firm ........coccveiiiiiiiiiiniiineeneeeeeeee e 81

(2) Financial Statement Schedules.

Schedules are omitted because they are not applicable, or are not required, or because the information is included in the
consolidated financial statements and notes thereto.

(3) Exhibits.

The exhibits filed or furnished with this report or that are incorporated herein by reference are set forth in the Exhibit Index
immediately preceding such exhibits, which Exhibit Index is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

AMERESCO, INC.

Date: March 6, 2015 By: /s/ George P. Sakellaris

George P. Sakellaris
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10-K has been signed
below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date
s/ G P. Sakellari Chairman of the Board of Directors, March 6, 2015
2 O e e President and Chief Executive Officer are
George P. Sakellaris (Principal Executive Officer)
/s/ Andrew B. Spence Vice President and Chief Financial Officer March 6, 2015

(Principal Financial Officer)
Andrew B. Spence

/s/ John R. Granara Vice President and Chief Accounting Officer March 6, 2015
(Principal Accounting Officer)

John R. Granara

/s/ David J. Anderson Director March 6, 2015

David J. Anderson

/s/ David J. Corrsin Director March 6, 2015

David J. Corrsin

/s/ Douglas 1. Foy Director March 6, 2015

Douglas I. Foy
/s/ Michael E. Jesanis Director March 6, 2015

Michael E. Jesanis

/s/ Jennifer L. Miller Director March 6, 2015

Jennifer L. Miller

/s/ Joseph W. Sutton Director March 6, 2015

Joseph W. Sutton
/s/ Frank V. Wisneski Director March 6, 2015

Frank V. Wisneski
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Exhibit
Number

3.1

3.2

4.1

10.1.1

10.1.2

10.1.3

10.1.4

10.1.5

10.1.6

10.1.7

10.2.1

10.2.2

Exhibit Index

Description

Amended and Restated Certificate of Incorporation of Ameresco, Inc. Filed as Exhibit 3.1 to our
Current Report on Form 8-K dated July 27, 2010 and filed with the Commission on July 30, 2010
(file no. 011-34811) and incorporated herein by reference.

Amended and Restated By-Laws of Ameresco, Inc. (as further amended May 22, 2014). Filed as
Exhibit 3.1 to our Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2014 and
filed with the Commission on July 31, 2014 (file no. 011-34811) and incorporated herein by
reference. Filed as Exhibit 3.1 to our Registration Statement on Form S-1 (pre-effective
amendment no. 4; reg. no. 333-165821) and incorporated herein by reference.

Specimen Certificate evidencing shares of Class A common stock. Filed as Exhibit 4.1 to our
Registration Statement on Form S-1 (pre-effective amendment no. 4; reg. no. 333-165821) and
incorporated herein by reference.

Lease dated November 20, 2000 between Ameresco, Inc. and BCIA New England Holdings, LLC.
Filed as Exhibit 10.1 to our Registration Statement on Form S-1 (reg. no. 333-165821) and
incorporated herein by reference.

First Amendment to Lease dated November 2001 by and between Ameresco, Inc. and BCIA New
England Holdings, LLC. Filed as Exhibit 10.2 to our Registration Statement on Form S-1 (reg.
no. 333-165821) and incorporated herein by reference.

Second Amendment to Lease and Extension Agreement dated April 8, 2005 by and between
Ameresco, Inc. and BCIA New England Holdings, LLC. Filed as Exhibit 10.3 to our Registration
Statement on Form S-1 (reg. no. 333-165821) and incorporated herein by reference.

Third Amendment to Lease dated April 17, 2007 by and between RREEF America REIT I1I-Z1
LLC and Ameresco, Inc. Filed as Exhibit 10.4 to our Registration Statement on Form S-1 (reg.
no. 333-165821) and incorporated herein by reference.

Fourth Amendment to Lease dated January 1, 2010 by and between RREEF America REIT III-Z1
LLC and Ameresco, Inc. Filed as Exhibit 10.17 to our Registration Statement on Form S-1 (pre-
effective amendment no. 3; reg. no. 333-165821) and incorporated herein by reference.

Fifth Amendment to Lease dated August 31, 2011 by and between RREEF America REIT I1I-Z1
LLC and Ameresco, Inc. Filed as Exhibit 10.1.6 to our Annual Report on Form 10-K for the
fiscal year ended December 31, 2011 and filed with the Commission on March 15, 2012 (file no.
011-34811) and incorporated herein by reference.

Sixth Amendment to Lease dated June 18, 2103 by and between 111 MPA LLC and Ameresco,
Inc. Filed as Exhibit 10.3 to our Quarterly Report on Form 10-Q for the fiscal quarter ended June
30, 2013 and filed with the Commission on August 9, 2013 (file no. 011-34811) and incorporated
herein by reference.

Second Amended and Restated Credit and Security Agreement dated June 30, 2011 among
Ameresco, Inc., certain guarantors party thereto, certain lenders party thereto from time to time
and Bank of America, N.A. as Administrative Agent. Filed as Exhibit 10.1 to our Current Report
on Form 8-K dated June 30, 2011 and filed with the Commission on July 7, 2011 (file no.
011-34811) and incorporated herein by reference.

Amendment No. 1 to Second Amended and Restated Credit and Security Agreement dated
November 4, 2011 among Ameresco, Inc., certain guarantors party thereto, certain lenders party
thereto from time to time and Bank of America, N.A. as Administrative Agent. Filed as Exhibit
10.2.2 to our Annual Report on Form 10-K for the fiscal year ended December 31, 2011 and filed
with the Commission on March 15, 2012 (file no. 011-34811) and incorporated herein by
reference.
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Exhibit
Number

10.2.3

10.2.4

10.2.5

10.2.6

10.2.7

10.2.8

10.2.9

10.3.1+

10.3.2+

10.3.3+

Description

Amendment No. 2 to Second Amended and Restated Credit and Security Agreement dated
January 30, 2013 among Ameresco, Inc., certain guarantors party thereto, certain lenders party
thereto from time to time and Bank of America, N.A. as Administrative Agent. Filed as Exhibit
10.2.3 to our Annual Report on Form 10-K for the fiscal year ended December 31, 2012 and filed
with the Commission on March 18, 2013 (file no. 011-34811) and incorporated herein by
reference.

Amendment No. 3 to Second Amended and Restated Credit and Security Agreement dated April
22,2013 among Ameresco, Inc., certain guarantors party thereto, certain lenders party thereto
from time to time and Bank of America, N.A. as Administrative Agent. Filed as Exhibit 10.1 to
our Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2013 and filed with the
Commission on August 9, 2013 (file no. 011-34811) and incorporated herein by reference.

Amendment No. 4 to Second Amended and Restated Credit and Security Agreement dated June
24,2013 among Ameresco, Inc., certain guarantors party thereto, certain lenders party thereto
from time to time and Bank of America, N.A. as Administrative Agent. Filed as Exhibit 10.2 to
our Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2013 and filed with the
Commission on August 9, 2013 (file no. 011-34811) and incorporated herein by reference.

Amendment No. 5 to Second Amended and Restated Credit and Security Agreement dated August
28,2013 among Ameresco, Inc., certain guarantors party thereto, certain lenders party thereto
from time to time and Bank of America, N.A. as Administrative Agent. Filed as Exhibit 10.1 to
our Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2013 and filed
with the Commission on November 8, 2013 (file no. 011-34811) and incorporated herein by
reference.

Amendment No. 6 to Second Amended and Restated Credit and Security Agreement dated
November 6, 2013 among Ameresco, Inc., certain guarantors party thereto, certain lenders party
thereto from time to time and Bank of America, N.A. as Administrative Agent. Filed as Exhibit
10.2.7 to our Annual Report on Form 10-K for the fiscal year ended December 31, 2013 and filed
with the Commission on March 17, 2014 (file no. 011-34811) and incorporated herein by
reference.

Amendment No. 7 to Second Amended and Restated Credit and Security Agreement dated March
12, 2014 among Ameresco, Inc., certain guarantors party thereto, certain lenders party thereto
from time to time and Bank of America, N.A. as Administrative Agent. Filed as Exhibit 10.1 to
our Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2014 and filed with the
Commission on May 9, 2014 (file no. 011-34811) and incorporated herein by reference.

Amendment No. 8 to Second Amended and Restated Credit and Security Agreement dated July 8,
2014 among Ameresco, Inc., certain guarantors party thereto, certain lenders party thereto from
time to time and Bank of America, N.A. as Administrative Agent. Filed as Exhibit 10.1 to our
Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2014 and filed with the
Commission on November 6, 2014 (file no. 011-34811) and incorporated herein by reference.

Ameresco, Inc. 2000 Stock Incentive Plan. Filed as Exhibit 10.6 to our Registration Statement on
Form S-1 (reg. no. 333-165821) and incorporated herein by reference.

Form of Incentive Stock Option Agreement granted under Ameresco, Inc. 2000 Stock Incentive
Plan. Filed as Exhibit 10.7 to our Registration Statement on Form S-1 (reg. no. 333-165821) and
incorporated herein by reference.

Form of Non-Qualified Stock Option Agreement granted under Ameresco, Inc. 2000 Stock
Incentive Plan. Filed as Exhibit 10.8 to our Registration Statement on Form S-1 (reg. no.
333-165821) and incorporated herein by reference.
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Exhibit
Number Description
10.4.1+ Ameresco, Inc. 2010 Stock Incentive Plan. Filed as Exhibit 10.10 to our Registration Statement
on Form S-1 (pre-effective amendment no. 4; reg. no. 333-165821) and incorporated herein by
reference.

10.4.2+ Form of Incentive Stock Option Agreement granted under Ameresco, Inc. 2010 Stock Incentive
Plan. Filed as Exhibit 10.11 to our Registration Statement on Form S-1 (pre-effective amendment
no. 4; reg. no. 333-165821) and incorporated herein by reference.

10.4.3+ Form of Director Stock Option Agreement granted under Ameresco, Inc. 2010 Stock Incentive
Plan. Filed as Exhibit 10.12 to our Registration Statement on Form S-1 (pre-effective amendment
no. 4; reg. no. 333-165821) and incorporated herein by reference.

10.6.1+ Form of Indemnification Agreement entered into between Ameresco, Inc. and each non-employee
director. Filed as Exhibit 10.6.1 to our Annual Report on Form 10-K for the fiscal year ended
December 31, 2010 and filed with the Commission on March 31, 2011 (file no. 011-34811) and
incorporated herein by reference.

10.6.2+ Form of Indemnification Agreement entered into between Ameresco, Inc. and each employee
director. Filed as Exhibit 10.6.2 to our Annual Report on Form 10-K for the fiscal year ended
December 31, 2010 and filed with the Commission on March 31, 2011 (file no. 011-34811) and
incorporated herein by reference.

21.1%* Subsidiaries of Ameresco, Inc.

23.1%* Consent of McGladrey LLP.

31.1%* Principal Executive Officer Certification required by Rule 13a-14(a) or Rule 15d-14(a) of the
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002.

31.2% Principal Financial Officer Certification required by Rule 13a-14(a) or Rule 15d-14(a) of the
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002.

32.1%%* Certifications pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

101 The following condensed consolidated financial statements from Ameresco, Inc.’s Annual Report
on Form 10-K for the year ended December 31, 2013, formatted in XBRL (Extensible Business
Reporting Language): (i) Consolidated Balance Sheets (ii) Consolidated Statements of Income,
(iii) Consolidated Statements of Comprehensive Income (Loss), (iv) Consolidated Statement of
Changes in Stockholders’ Equity, (v) Consolidated Statements of Cash Flows, and (vi) Notes to
Condensed Consolidated Financial Statements.

*  Filed herewith.
**  Furnished herewith.

+ Identifies a management contract or compensatory plan or arrangement in which an executive officer or director
of Ameresco participates.

++ Confidential treatment requested as to certain portions, which portions have been omitted and filed separately with
the Securities and Exchange Commission.
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