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RFP/Q for Innovative Turnkey Performance-based Services

City of Lebanon

A. EXECUTIVE SUMMARY

About Energy Systems Group (ESG)

Energy Systems Group, LLC (ESG) is a leading national performance contractor headquartered in Evansville,
Indiana, and proudly rooted in the state where we were founded. We deliver comprehensive, turn-key energy
efficiency and infrastructure modernization solutions to municipalities, counties, and public-sector institutions.
ESG brings a proven history of partnering with Indiana communities to develop self-funded projects that lower
operating costs, upgrade aging infrastructure, and implement sustainable improvements.

With three decades of experience working with local governments across Indiana and beyond, ESG understands
the challenges and responsibilities of managing public assets. Our Indiana-based team brings a deep
understanding of regulatory, financial, and operational landscapes relevant to municipalities like Lebanon.

A Comprehensive and Community-Focused Approach

In direct response to the City’s objectives, ESG proposes a fully integrated, performance-based infrastructure
project that will address Lebanon’s critical systems, reduce utility expenses, and enhance the livability and safety
of the community.

A key focus of ESG’s proposal is city-wide outdoor lighting modernization. This includes:

Decorative and Streetscape Lighting: Adding new, Retrofitting historic and decorative lighting fixtures with
energy-efficient LED technology that preserves Lebanon’s visual identity while reducing energy costs and
maintenance needs.

Standard Street Lighting: Upgrading municipal street lighting across neighborhoods and main corridors to
uniform, high-efficiency LED systems with smart controls to allow for adaptive lighting, scheduling, and
monitoring.

Public Safety and Security Lighting: Enhancing lighting around public buildings, parks, and high-traffic
pedestrian areas to improve visibility, deter crime, and increase the perception of safety.

Trail and Pathway Lighting: Implementing energy-efficient and low-impact lighting along walking and biking
trails, encouraging outdoor activity and supporting Lebanon’s active living initiatives.

These lighting upgrades not only reduce electricity use and maintenance costs but also improve safety, extend
usability of outdoor spaces, and contribute to Lebanon’s quality of life and nighttime aesthetics.

Turn-Key Project Delivery and Guaranteed Performance

ESG provides all services under a single, performance-based contract — from design and engineering to
construction, commissioning, and post-implementation measurement and verification. Our approach includes:

Investment-Grade Audit: A comprehensive assessment of all eligible facilities and systems to identify cost-
saving energy and operational improvements.
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City of Lebanon

Guaranteed Savings: ESG offers written performance guarantees that ensure the project will generate
savings sufficient to cover the cost of improvements over the selected financing term.

Advanced Technology Integration: Where appropriate, ESG will incorporate smart lighting controls, solar-
powered fixtures, and networked monitoring systems to enhance energy savings and operational insight.

Phased Implementation: If desired by the City, ESG can structure a multi-phase plan that aligns with budget
availability and operational priorities now and in the future.

Proven Track Record in Indiana and Beyond

ESG has delivered similar lighting and infrastructure projects for cities and counties across Indiana. Our proven
outcomes demonstrate our ability to manage complex, community-facing upgrades that require careful
planning, communication, and long-term performance guarantees.

Why ESG is the Right Partner for the City of Lebanon

By partnering with ESG, the City of Lebanon will receive an experienced Indiana-based team that can deliver a
comprehensive, high-impact project centered on both immediate savings and long-term community value. Our
emphasis on modern, efficient, and aesthetically sensitive outdoor lighting ensures Lebanon’s neighborhoods,
parks, and public spaces are safer, more beautiful, and more sustainable.

Key ESG advantages include:

A specialized focus on city-wide lighting improvements, from decorative to trail lighting
An Indiana presence with deep municipal experience and local project delivery teams
Turn-key services with transparent savings guarantees and financial expertise

A sustainable, future-ready approach aligned with Lebanon’s environmental and operational goals

We look forward to the opportunity to work in close partnership with the City of Lebanon to implement a
project that transforms infrastructure, improves public spaces, and responsibly manages taxpayer resources for
the benefit of all residents.
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B. FIRM QUALIFICATIONS/PROFILE

Firm name, corporate address, and local address

Energy Systems Group, LLC (ESG) PROVEN SUCCESS:

ESG PROJECTS

Regional Office
ACROSS INDIANA

8910 Purdue Road, Suite 200

Indianapolis, IN 46268 %/0 ® ©
ESG's Regional office coordinates company-wide resources as needed to © PY _
support local teams. e ® & on
Corporate Office = © © 6
9877 Eastgate Court C? ® 0 Py
Newburgh, IN 47630
This office is home to ESG's legal and accounting teams and upper @
management. P 98

g o

Beyond the support and resources provided by our dedicated local team and

office, the City of Lebanon will benefit from the full spectrum of expertise,

capabilities, and resources available nationally across all our locations and (%) ©
personnel. This ensures unparalleled assistance and solutions tailored to

their needs, regardless of geographical boundaries.

Main contact person with full contact information

Jacob Polsley, Sr. Account Executive
317.289.0076
jpolsley@energysystemsgroup.com
8910 Purdue Road, Suite 200

1 Indianapolis, IN 46268

Years of experience in performance contracting

ESG was formed over 30 years ago to develop highly effective performance-based projects for our clients. The
founding principles of client satisfaction and integrity above profits, vendor neutrality, and engineering
excellence have served ESG and our clients well.

Performance-based contracting portfolio

ESG brings over three decades of expertise delivering performance-based contracting solutions across Indiana.
Our portfolio reflects a deep commitment to driving impactful results for government and commercial markets,
with a proven track record of success:
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RFP/Q for Innovative Turnkey Performance-based Services

30+ Years of Performance Contracting Experience in
Indiana: ESG has been a trusted partner for
municipalities, schools, and businesses across the state,
consistently delivering innovative energy and

30+ YEARS
PERFORMANCE CONTRACTING IN
INDIANA

infrastructure solutions.
912+ SUCCESSFUL ENERGY &

912+ Successful Projects: Our extensive experience INFRASTRUCTURE PROJECTS

includes a wide range of energy savings and
infrastructure improvement initiatives that directly
address our clients’ goals.

OVER $2.8B IN GOVERNMENT &
COMMERCIAL MARKETS

$2.8 Billion in Government & Commercial Markets:
ESG has developed and implemented projects of all
sizes, leveraging our expertise to maximize savings and
operational efficiency.

MORE THAN 40% OF OUR
CLIENTS ARE REPEAT CUSTOMERS

OVER $6 BILLION IN
INFRASTRUCTURE
IMPROVEMENTS &

SERVICES

40% Repeat Clients: Our clients return to us time and
time again because of our unwavering commitment to
delivering measurable results and exceeding
expectations.

$6 Billion in Infrastructure Improvements and Services:
ESG’s innovative solutions have transformed communities and facilities through cutting-edge
technologies and sustainable practices.

With a focus on long-term partnerships, measurable outcomes, and client satisfaction, ESG continues to lead the
way in performance-based contracting, helping communities like Lebanon achieve their infrastructure and
sustainability goals.

Ratio of performance contracting sales to overall company sales (break out percentage of controls systems sales,
service and maintenance contracts, etc.)

We are vendor-neutral and only incorporate controls systems into a project when they correlate with the client's
goals; we are not in the business of selling systems that may or may not meet a client’s needs.

Performance Contracting Sales to Overall Company Sales = 96%
Controls Systems Sales to Performance Contracting Sales = 0%
Support Services to Performance Contracting Sales = 4%

Overview of your firm’s financial stability

ESG’s financial stability is evidenced by our significant bonding capabilities through our surety, Berkshire
Hathaway Specialty Insurance Company, rated A++ XV by AM Best. ESG has a bonding capacity of $100 million
single and $500 million aggregate, which has been sufficient for all bonding needs to date, but it is not meant to
imply a maximum level of capacity. Needs beyond $500 million will be favorably considered by Berkshire
Hathaway. In our history, no bonds have been revoked.
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Respondents shall include the company’s annual report or, in the case of privately held companies, audited
financial statements or equivalent for the most recent complete fiscal year period (attachment does not count
towards the 55-page limit). If the respondent is a subsidiary organization, then respondent shall provide financial
statements for its parent organization. Notwithstanding Indiana Code § 5-14-3-4(a)(5), a financial statement
submitted pursuant to this RFP/Q is considered confidential financial information for purposes of IC 5-14-3.

The most recent audited financial report for ESG has been provided in the appendix of this response.

If respondent, including an affiliate organization such as a subsidiary or parent company, manufactures, sells, or
otherwise distributes in commerce, equipment, materials, or other goods that respondent suggests to be used or
installed on or about the Owner’s facilities as a part of the potential project, then the respondent must clearly
identify its relationship and interest, if any, with or in such organization(s) within its response.

ESG is a non-biased energy performance contractor and does not manufacture, sell, or distribute in commerce,
equipment, materials, or other goods. This neutrality allows us to design solutions focused solely on optimizing
lifecycle costs, ensuring the most efficient, cost-effective outcomes without bias toward specific brands or
products.
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City of Lebanon

C. PROJECT TEAM QUALIFICATIONS & EXPERIENCE

1. Project Team Assembled for the Owner’s Project

Roles and responsibilities of each team member.

Our deep understanding of municipal infrastructure needs and commitment to client service positions us to
deliver exceptional results for the City of Lebanon.

Account Manager/Project Lead

Jacob Polsley will be the dedicated Project Lead for the City of Lebanon’s ESCO initiative. In this role, Jacob will
ensure seamless communication and collaboration throughout the project lifecycle. His responsibilities include:

Managing the overall project direction and ensuring alignment with the city’s goals and objectives.

Coordinating efforts across ESG’s engineering, construction, and management teams to deliver a
comprehensive, high-quality solution.

Addressing any questions, concerns, or needs from the city promptly and effectively to ensure complete
client satisfaction.

Overseeing project development and implementation phases to maintain focus on budget, schedule,
and guaranteed outcomes.

Providing strategic guidance based on his extensive expertise, which includes successfully managing
over $63 million in K-12 infrastructure improvement projects across Indiana.

Project Engineers

Engineers Greg Lange, PE, and Scott Hayden, PE, will play a pivotal role in the technical execution of the City of
Lebanon’s ESCO project. Their responsibilities include:

Conducting detailed facility audits to identify energy-saving opportunities and infrastructure
improvement needs.

Designing energy conservation measures (ECMs) and preparing engineering specifications, drawings,
and calculations.

Analyzing the lifecycle costs, performance metrics, and savings potential for proposed solutions to
ensure optimal outcomes.

Collaborating with subcontractors and vendors to develop accurate cost estimates and technical
documentation.

Providing on-site technical support during construction and installation phases to ensure project
adherence to design specifications.

3G
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Engineering Manager

Engineering Manager Mike Johnson, PE, will oversee the technical aspects of the project to ensure alignment
with the City’s goals and performance guarantees. Key responsibilities include:

Leading the engineering team in developing innovative and cost-effective solutions that meet or exceed
project performance standards.

Reviewing and approving project designs, calculations, and specifications to ensure technical accuracy
and compliance with industry standards.

Coordinating between the engineering team, project managers, and the city’s stakeholders to maintain
clear communication and project alignment.

Ensuring all engineering deliverables meet the established timelines, budgets, and quality benchmarks.

Addressing any technical challenges or adjustments during the project lifecycle to maintain the integrity
of the energy performance contract.

Project Manager

Project Manager Todd Anderson will serve as the primary point of contact for the City of Lebanon, ensuring
seamless execution and delivery of the project. Their responsibilities include:

Developing and maintaining the project schedule, budget, and work plan to ensure on-time and on-
budget delivery.

Coordinating all aspects of project implementation, including engineering, construction, subcontractor
management, and stakeholder engagement.

Serving as a liaison between the City of Lebanon and the project team, ensuring regular communication,
updates, and issue resolution.

Managing risk by identifying potential challenges early and implementing proactive solutions to
maintain project continuity.

Verifying that all project milestones are met, conducting quality assurance, and ensuring all systems are
commissioned and functioning as intended.

Measurement and Verification (M&V) Engineer

Christy Kiegel will be the M&V Engineer for the City of Lebanon’s ESCO project. In this role, Christy will ensure
that all energy savings and operational efficiencies are accurately measured, verified, and reported in alignment
with the project’s performance guarantees. Her responsibilities include:

Developing and implementing a robust M&YV plan to track and confirm energy savings and operational
improvements over the contract term.

Utilizing industry-standard protocols, such as the International Performance Measurement and
Verification Protocol (IPMVP), to ensure accurate and transparent reporting.
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Collecting and analyzing post-installation performance data to compare actual savings against
guaranteed savings benchmarks.

Preparing detailed and comprehensive savings reports to provide the city with clear insights into project
performance and return on investment.

Collaborating with the city and ESG teams to address any deviations in performance and recommending
adjustments to optimize savings outcomes.

Concise resumes of project team members including education, past project experience and any other
pertinent information. Subcontractors or partners may be listed as part of your team, but must be clearly
identified.

Resumes for each of the above-listed team members are included in the appendix of our response.

Project team should include multiple State of Indiana licensed Professional Engineers, and an Indiana-
based Project Manager.

Greg Lange (#PE10911294) and Mike Johnson (#PE11200149) are state-licensed professional engineers, and
Todd Anderson is a local, Indiana-based project manager.

Performance contracting organizational chart. Provide an organizational chart that illustrates the
structure and roles of your project team members.

Katie Morgan Perez
Local Government
Project Advisor

Jacob Polsley

ESG Corporate i

Mike Johnson, PE Todd Anderson Christy Kiegel
Engineering Manager Sr. Project Manager M&V Engineer

Greg Lange, PE
Sr. Performance Engineer

Subcontractor Partners Project Engineers

Scott Hayden, PE, CEM
Sr. Performance Engineer
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2. Experience of Your Proposed Project Team

Your project team should provide a minimum of five (5) performance contracting references. References of similar
size, scope and complexity indicating your project team’s experience with K-12 school clients is preferred. Each
project description shall describe the services provided, project cost, guaranteed savings amount, and contract
term. Client names with a contact person’s phone number and address should be listed.

ESG has delivered over $2.8 billion in municipal and commercial projects and over $1 billion in K-12 projects—
including over $246 million for Indiana K-12 schools. From government facilities to school buildings, our work is
centered on improving the communities in which we work and live by delivering impactful, sustainable
solutions.

The following examples of Indiana work demonstrate our extensive capabilities, deep local knowledge, and
proven performance for the City of Lebanon.

City of Aurora, Indiana

Facing challenges with outdated and inefficient water and gas meter infrastructure, the City of Aurora partnered
with ESG to implement a $2.1 million state-of-the-art metering solution. This modernization effort included
installing 2,547 new water meters, retrofitting 1,615 gas meters, and adding advanced leak detection sensors.

Aurora Residential Gas Meter
with Retrofit Iron Unit

Aurora Residential Water Meter

ESG delivered a 15-year, $3 million savings guarantee, ensuring the financial sustainability of the City’s newly
upgraded infrastructure. This modernization significantly increases revenue and enhances operational efficiency,
driven by the improved accuracy of the newly installed water meters and the seamless integration of an
advanced automated meter reading (AMR) system.

Donnie Hastings, Mayor (retired) | 812.290.6651
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Boone County, Indiana
ESG conducted a three-phase improvement project for Boone County's facilities that will yield over $8.5 million

in savings.

Phase 1 focused on the courthouse and annex facility, implementing basic infrastructure upgrades to the HVAC
and lighting systems.

Phase 2 targeted the county jail with comprehensive
improvements, including:
A geothermal well system installation

Enhanced domestic hot water systems with solar UV
heating

Solar panels providing 200,000 BTUH for water heating
Building automation upgrades

Lighting improvements

Phase 3 covered both the County Courthouse and the newly
acquired KeyBank Building, involving:
HVAC and lighting upgrades
Improvements to boiler and water systems
Enhanced building controls
Building envelope improvements

Security and IT infrastructure upgrades

The project demonstrates a systematic approach to facility
modernization, focusing on energy efficiency and infrastructure
improvement across multiple county buildings.

Name, Title | Email | Phone
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Evansville-Vanderburgh County Building Authority, Indiana

For nearly 30 years, ESG has partnered with the Evansville-Vanderburgh County Building Authority (EVCBA) to
modernize and optimize municipal facilities across Vanderburgh County. Through a series of five projects
totaling $11.1 million, ESG has delivered impactful solutions that enhance infrastructure performance, improve
occupant comfort, and drive operational efficiency. These initiatives are guaranteed to generate $16.6 million in
energy and operational savings over a 15-year term, ensuring long-term value and sustainability for the EVCBA.

The Old Vanderburgh County Courthouse and Civic Center Complex were critical
facilities for these phases of work.

ESG’s projects for the EVCBA span a wide range of facility improvements. From modernizing mechanical systems
at the Civic Center Complex to implementing LED lighting upgrades and water management systems at the
Vanderburgh County Jail, ESG has consistently delivered tailored solutions to meet the EVCBA's unique needs.
These efforts not only reduce energy consumption but also free up valuable resources that can be reinvested in
the community.

This enduring partnership demonstrates ESG’s commitment to supporting municipalities with innovative, cost-
effective solutions that better the communities in which we work and live.

Dave Rector, General Manager | drector@evcba.org | 812.435.5801

“l have had the opportunity to work with ESG several times over the years. | have found them to be
innovative, professional, and knowledgeable. Using a performance contract gives us the ability to

complete energy savings projects that may have been put off because of lack of immediate funds.
Actually, we selected ESG to initiate work on additional Building Authority opportunities based on
their performance on previous projects.”

- Dave Rector, General Manager
Evansville-Vanderburgh County Building Authority
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Warrick County, Indiana

Warrick County awarded ESG a $6.1 million project to design and majorly renovate its historic courthouse and
implement comprehensive energy conservation measures at its judicial center. Key upgrades at the courthouse
included installing a new variable refrigerant flow (VRF) HVAC system, data cabling, ceilings, restrooms, flooring,
doors, and windows. The project also encompassed historical restoration of the limestone exterior and
monument, corrections to the drainage system, and a new standby generator. Additionally, an underground
electrical service was installed to eliminate overhead wires, enhancing the courthouse’s aesthetic appeal. LED
lighting, water conservation measures, and life-safety upgrades further modernized the facilities.

Warrick County funded the project through more than $579,000 in guaranteed annual savings, including
avoiding future capital expenditures. Through its collaboration with ESG, Warrick County has successfully
transformed its Courthouse and Judicial Center into energy-efficient, modernized facilities. This initiative not
only delivers substantial annual energy and operational savings, but it also creates an improved environment for
the dedicated workers and citizens of Warrick County, aligning with the county's unwavering commitment to its
constituents.

Terry Phillippe, Commissioner | terr@warrickcounty.gov | 812.897.6120
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Perry Cityship Schools, Indiana

Serving over 16,300 K-12 students in central Indiana, Perry Cityship Schools partnered with ESG on a
comprehensive, multi-phase $31.4 million initiative to modernize infrastructure, improve energy
efficiency, and enhance learning environments. Spanning six phases and touching 69 buildings across
more than 9.5 million square feet of facility space, the projects delivered significant upgrades while
reducing energy use and operational costs.

The partnership began with extensive LED lighting upgrades throughout the district, reducing energy
consumption by over 97 million kWh—equivalent to removing nearly 15,000 cars from the road for a
year. Subsequent phases addressed critical HVAC renovations, including new heating, cooling, and
dehumidification systems for gymnasiums, boiler replacements, and chiller installations. These
improvements not only enhanced indoor air quality but also reduced noise pollution, creating a more
conducive learning environment.

SUR R
. 4\\
I

Additional work included roofing replacements, building envelope solutions, transformer upgrades,
and comprehensive system refurbishments across multiple facilities. ESG also implemented district-
wide air quality measures and upgraded control systems to optimize building performance.
Throughout these projects, Perry Cityship Schools is significantly reducing its environmental impact
while ensuring its facilities remain efficient and comfortable for students and staff alike. This
partnership will result in over $47 million in energy and operational savings.

Chris Sampson, Associate Superintendent | csampson@perryschools.org | 317.789.3710

“ESG has made the commitment to us first and foremost to be our partner, and that’s why
they keep coming back and doing the work with us . . . | really appreciate the fact that they

don’t just care about our facilities, they care about our kids.”

- Pat Mapes, Superintendent (recently retired)
Perry Cityship Schools
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Greater Clark County Schools | Jeffersonville, Indiana

Serving more than 10,300 K-12 students in southern Indiana, Greater Clark County Schools (GCCS) partnered
with ESG on a $8.8 million energy savings performance contract (ESPC) to implement comprehensive energy and
infrastructure improvements. This district-wide initiative was designed to enhance facility performance, improve
energy efficiency, and promote long-term sustainability. By leveraging the ESPC model, GCCS is funding these
critical upgrades using more than $10.5 million in energy and operational savings that will be generated over the
project’s 15-year term.

Completed between November 2020 and October 2022, the project delivered district-wide building envelope
enhancements to address energy loss, including weather-stripping exterior doors, sealing roof-to-wall joints,
caulking windows, and insulating exterior penetrations. To further optimize energy use, ESG retrofitted over
20,791 light fixtures to LED and replaced 570 fixtures entirely. Additionally, water conservation measures were
implemented by installing low flow plumbing fixtures and flush valves.

The project also prioritized safety, code compliance, and indoor air quality (IAQ) improvements across the
district. Solar thermal heating systems were installed at multiple schools to reduce reliance on traditional energy
sources, and 17 outdated electric transformers were replaced at five schools to modernize electrical
infrastructure. Together, these measures not only reduce operating costs but also create healthier and more
efficient learning environments for students and staff.

Mark Laughner, Superintendent | mlaughner@gccschools.com | 812.283.0701

“This cutting-edge IAQ technology is a huge step for a public school system, and | am delighted
that we can accomplish this for the benefit of all members of Greater Clark County Schools.”

- John Buckwalter, Board of School Trustee
Greater Clark County Schools
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Your firm should have the capability to self-perform at least 20% of the project.

ESG is well-equipped to exceed the 20% self-performance requirement, leveraging a robust suite of in-house
capabilities to deliver seamless execution and high-quality outcomes.

Engineering & Project Management: Our engineering team designs tailored solutions, while our project
managers oversee every phase, ensuring projects stay on time and within budget.

Measurement & Verification (M&V): In-house M&V experts provide transparency and accountability with
verifiable energy savings.

Operations & Maintenance (0&M): We offer long-term system performance and efficiency support.
Dedicated Lighting Team: We handle audits, design, and installation for consistent, superior results.
While ESG self-performs a substantial portion of work, our vendor-neutral approach ensures subcontracted

tasks go to the best-suited partners, maintaining flexibility and alignment with project goals. These capabilities
demonstrate our commitment to exceptional value, accountability, and project success.
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D. PERFORMANCE CONTRACTING TECHNICAL APPROACH

Provide an overview of the performance contracting process and savings methodology your firm uses
to plan, develop and implement performance contracts similar to this project.

At ESG, performance contracting is our core focus. Our process integrates facility-wide audits, engineering and
design, construction management, and ongoing measurement and verification to ensure long-term energy and
operational savings. For the City of Lebanon, our approach will maximize benefits while minimizing costs and
creating sustainable improvements to your infrastructure.

Key Elements of ESG’s Approach

Comprehensive Planning:

The foundation of every successful project begins with in-depth planning. We conduct detailed audits,
analyze energy data, and collaborate with stakeholders to identify opportunities for improvement. Our
planning phase focuses on aligning solutions with the City of Lebanon’s priorities, timelines, and
operational needs.

Tailored Solutions:

We customize energy conservation measures (ECMs) to address your facilities' unique needs. From LED
lighting upgrades to HVAC optimizations, solar PV, and advanced control systems, we bring extensive
experience designing and implementing a wide range of retrofits.

Vendor Neutrality:

ESG ensures unbiased product selection, focusing on cost-effective, easy-to-maintain solutions with
strong local support. We work with all major manufacturers to deliver the best fit for your needs
without internal influence or bias.

Local Expertise:
We leverage strong relationships with local vendors and contractors to keep work and investment
within the community, supporting Lebanon’s local economy while delivering top-tier service.

Proven Financial Expertise:
Our team specializes in securing rebates, grants, and competitive financing options to minimize the cost
of your project. We also provide ongoing monitoring to ensure savings meet or exceed projections.

Streamlined Implementation:

With a flat organizational structure, ESG expedites contract and project execution, reducing delays. Our
experienced project managers and engineers communicate openly with all stakeholders to ensure
seamless implementation and adherence to design specifications.

CNC,
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AUDIT ENGINEER FINANCING CONSTRUCTION  GUARANTEE

Audit — Planning & Discovery

Every successful project starts with a comprehensive understanding of your facilities. Key steps include:
Energy Audits: Identifying inefficiencies and opportunities for energy and operational savings.
Baseline Analysis: To measure project impact and establish current utility usage and costs.
Stakeholder Engagement: Collaborating with your team to prioritize goals and challenges.

Engineer — Development & Solution Design

We design customized Energy Conservation Measures (ECMs) to maximize savings and operational efficiency:
Tailored Solutions: Engineering ECMs based on your specific needs and priorities.

Vendor-Neutral Approach: Selecting unbiased, best-fit technologies for long-term performance and
maintainability.

Savings Projections: Utilizing industry standards (e.g., IPMVP) to quantify guaranteed savings.

Financing
For example, ESG helped secure a
$190,988.80 incentive for Michigan City,
Indiana through Northern Indiana Public
Service Company’s (NIPSCO) energy

We assist with financing while ensuring our role remains
transparent and objective.

Independent Expertise: We are not financiers

and do not profit from financing; instead, we efficiency program. This was the largest
guide you to the best options available. incentive awarded by the program that year,
Rebates and Incentives: Identifying grants, further reducing project costs and
utility rebates, and other funding opportunities maximizing the financial benefits for

to reduce costs. Michigan City. ESG also ensured the financing

structure delivered savings that fully offset
costs over the project’s 15-year term.

Competitive Financing Assistance: Partnering
with trusted financial institutions to secure
favorable terms.

Cash Flow Analysis: Structuring projects to ensure savings offset costs over the contract term.

CNCY -
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Construction — Implementation & Execution

We oversee all aspects of project implementation, ensuring seamless execution:
Turnkey Project Delivery: Managing construction, installation, and commissioning of ECMs.
Minimized Disruption: Implementing phased construction schedules to maintain daily operations.
Quality Control: Ensuring all work adheres to design specifications and delivers promised outcomes.

Guarantee — Measurement & Verification
ESG partnered with Boone County, Indiana,
on a three-phase energy efficiency project
that spanned over a decade. The first phase

Savings are continuously measured and verified,
ensuring accountability and sustained performance:

Guaranteed Savings: Providing a contractual involved upgrading HVAC systems, lighting,
commitment to energy and operational savings. and cooling systems at the County
Measurement and Verification (M&V): Using Courthouse and Annex, delivering a total
recognized protocols to validate results. savings of over $1.2 million. Phase two

expanded the scope to include renewable
energy and water-saving measures, while the
third phase focused on advanced building
automation systems and security upgrades.

Ongoing Support: Offering performance
assurance services to sustain efficiency and
savings over time.

Delivering Exceptional Results

ESG is committed to exceeding expectations. Our experienced team ensures projects are delivered on time,
within budget, and with measurable results. We will give the City of Lebanon confidence in achieving its
sustainability goals through continuous feedback loops and performance verification.

Describe how your firm would determine savings opportunities and conduct a client needs analysis during the
detailed engineering and project development phase.

ESG will work closely with the City of Lebanon during the engineering and project development phase to identify
savings opportunities and conduct a thorough needs analysis.

Collaborate with the City of Lebanon: Work closely with your team to understand your objectives,
ensuring the project meets your goals and improves the facilities' comfort, safety, and financial
sustainability. Focus areas will include:

o Lowering utility costs and increasing operational efficiency
o Reducing service issues and maximizing savings
o Training personnel for ongoing technology maintenance
Define Objectives: Through a series of workshops with your team, ESG will identify core business

objectives, operational concerns, and potential solutions. We'll also consider any supplier or technology
preferences you may have.
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Understand Staffing and Resources: Collaborate with your staff to understand time, resource
commitments, and the skill level of maintenance teams to ensure the solutions are maintainable over
time.

Assess Budget: ESG will review utility bills, operational expenses, and projected changes to facility usage
to analyze savings potential. We will also consider your financing preferences to develop a project cash
flow.

Conduct Facility Assessments: ESG will gather facility data (e.g., drawings, equipment inventories) and
review infrastructure and operational performance. We will use field measurement tools and advanced
software on-site to assess energy consumption and operational inefficiencies.

Post-Assessment: ESG will identify and prioritize solutions, solicit competitive bids, and evaluate savings
potential. We'll provide recommendations based on best value, including life cycle cost, reliability, and
efficiency, before finalizing the scope of work with your team.

This approach ensures tailored solutions that meet the City of Lebanon's goals while enhancing efficiency and
reducing costs.

Describe how your firm will calculate savings to be achieved by the Owner.

ESG calculates savings by leveraging a combination of actual field measurements, industry-standard engineering
metrics, and data collected during the detailed audit. This ensures accurate identification of utility and
operational savings specific to the City of Lebanon's facilities.

To calculate savings, ESG uses the following methods:

Utility Consumption: ESG collects two or more years of utility billing data and operational expense
records. We analyze these data points and factors like weather data and equipment efficiency curves to
calculate potential savings across HVAC, water, lighting, and building envelope systems.

HVAC Savings: We gather equipment performance data through nameplate information, field
measurements, and detailed audits. Data loggers track operating hours, while weather data helps adjust
for local climate conditions. We compare the current system’s energy consumption to proposed
solutions using industry-standard calculations, such as ASHRAE processes, and can model these results
through software tools like eQuest for complex systems.

Water Savings: Flow rate testing of a fixtures sample establishes baseline data, which is extrapolated to
the full population of fixtures. Based on flow rate and usage patterns, standard formulas and industry
metrics are applied to calculate water savings, such as for toilets and urinals.

Lighting Savings: To establish current energy consumption, pre-wattage measurements and fixture
counts are conducted.
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Adjustments are made for fixture count variations, and new fixture specifications are applied to
estimate energy savings. The formula used calculates annual kWh saved based on controlled fixture
guantities, wattage reductions, and operational hours.

Building Envelope Savings: ESG identifies gaps in the building envelope through the audit, measuring
thermal loss or gain. We apply local weather data (wind, temperature, humidity) to calculate potential
energy savings from correcting these gaps and improving insulation.

Operational and Material Savings: ESG further evaluates ongoing operational costs, such as maintenance and
service agreements, to identify savings related to labor, materials, and system upkeep. Quantifiable, real-dollar
metrics validates all savings and require approval by the City of Lebanon before implementation.

Describe your firm’s measuring and verification services.

ESG views the contractual relationship under a performance contract as a
partnership where continuous communication is needed to ensure that We have 18 in-house
savings expectations are being met. For this reason, ESG will provide direct Certified Measurement
account management to each client throughout the performance contract and & Verification
beyond. Our approach has led to multiple phases with over 40% of our clients. Professionals (CMVP).

Since ESG’s Measurement and Verification (M&V) department is in-house, our
team continuously collects, models, and reviews data to identify energy trends for each client if that level of
monitoring best suits their needs. It is our standard operating procedure to report results to our clients annually.

If energy trends indicate the savings are not meeting the guarantee, we meet with the client to identify the issue
and find a mutually agreed-upon resolution. Our rigorous M&V protocols keep fluctuations in energy savings
results to a minimum as we work with our clients to resolve issues quickly.

If the savings goals are not met, ESG fulfills our contractual obligation and pays the shortfall difference, while
simultaneously identifying a solution to resolve the issue moving forward.

Additionally, it is essential to note that performance contracting is ESG’s core

business and focus. Other ESCOs might have “room” to become complacent Currently, ESG has
and divert focus to other business profit centers, such as their high-profit ongoing performance
equipment and service business, and might even view ESPCs as simply guarantees on 112
“pushing their products and services.” However, when such a large part of projects totaling over $2

ESG’s business depends on repeat business and earning a second or third billion.
phase, ESG has no “room” for complacency.

ESG’s methodologies are fully compliant with those defined by International Performance Measurement and
Verification Protocol (IPMVP) standards (shown in the following table). We are well-versed in and have
significant experience with these M&V protocols.
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Savings

M&YV Option Performance and Operational Factors .
Calculations

Based on a combination of measured and
stipulated factors. Measurements are spot- or
short-term and taken at the component or system
level. Historical or manufacturer’s data support the
stipulated factor.

Engineering
calculations,
component or system
models.

Option A
Stipulated and measured factors

Based on spot or short-term measurements taken

at the component or system level when variations

in factors are not expected. Based on continuous

measurements taken at the component or system
level when variations are expected.

Engineering
calculations,
component or system
models.

Option B
Measured factors

Based on regression

Option C Based on long-term, whole-building utility meter, . .
e . i analysis of utility
Utility billing data analysis facility level, or sub-meter data. .
billing meter data.
Computer simulation inputs may be based on Based on a computer
. several of the following: engineering estimates; simulation model
Option D §:eng g

spot, short-, or long-term measurements of system | calibrated with whole-
components; and long-term, whole-building utility building and end-use
meter data. data.

Calibrated computer simulation

Measurement and Verification (M&V) is essential to validating guaranteed savings for our clients. If the City
requires a savings guarantee, then an ongoing support service for M&V services is required to maintain the
guarantee.

ESG’s M&V personnel will be involved with the project from conception to commissioning throughout the
contract term. The ESG engineers dedicated to your project will serve as your point of contact for M&V
information. They will use the corporate resources of our M&V team to provide documentation that the
installed systems are performing at guaranteed levels.

ESG guarantees all energy savings using the most appropriate methodology for accuracy and cost-effectiveness.
The factors that determine the appropriate M&YV option include:
Minimizing the risk of savings being achieved savings, on average, are

The potential for changes in key factors between the baseline 10% greater than
period and the performance period. guaranteed.

We believe this is the most substantial evidence of our company’s ability to
accurately calculate savings and follow up with our clients to help them achieve the savings they expect. ESG will
work with City personnel to define a customized approach for M&V that best reflects your goals.
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Note if there are in-house Certified Measurement and Verification Professionals on the project team.

Yes, ESG conducts Measurement and Verification (M&V) in-house and is proud to have a team of 18 Certified
Measurement and Verification Professionals (CMVPs) on staff. Our CMVP-certified team members bring
extensive expertise to ensure accurate and reliable savings calculations throughout the project. This in-house
capability guarantees that all M&YV activities are performed to the highest standards, providing the City of
Lebanon with transparent, verifiable results that align with industry best practices.

Describe the Lead Project Engineer's involvement with the M&V process (if any).

Project engineers are critical in the Measurement and Verification (M&V) process. They ensure the M&V plan is
aligned with project goals, accurate data is collected, and all performance metrics are properly documented.
They collaborate closely with our in-house M&YV team to oversee the execution of M&YV procedures, ensuring
that savings are accurately measured and verified according to industry standards.

Throughout the project, ESG project engineers are involved in:

Coordinating M&V Activities: They ensure that M&V is integrated into the overall project timeline and
that key performance indicators are properly defined.

Overseeing Data Collection: They help ensure accurate, relevant data is gathered from all systems
under evaluation.

Reviewing and Analyzing Results: They work with the in-house M&YV team to analyze the M&V results,
validate energy savings, and ensure that the reported savings align with the project’s objectives.

Reporting and Communication: They ensure that all M&V findings are clearly communicated to the
client, providing transparency and confidence in the results.

Describe in detail how ESG plans to develop City-wide outdoor lighting

Outdoor Lighting Plan

The City of Lebanon is seeking a comprehensive outdoor lighting plan that includes the installation of decorative
streetlights, standard streetlights, and trail lighting. ESG is well-equipped to design and implement a lighting
plan that not only enhances safety and aesthetics but also promotes energy efficiency. Our expertise in
sustainable design will ensure that the lighting solutions are both cost-effective and environmentally friendly,
contributing to the City’s long-term sustainability goals.

The City of Lebanon will have full control of the selection among modern, traditional, or contemporary lighting.
Options include adding photocells to turn on/off lighting based on daylight. In addition to this feature options
also include utilizing the AMI network and communicating time of day limits to the lights. Each light or area can
then be configured to turn on/off by certain times of day in addition to utilizing photocells. Additional options
include motion sensors and dimming levels as well.
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If desired, lighting levels can be at 20% light level and then increase to 100% or the percentage desired after
sensing certain motion. These are all available options. Certain options are more appropriate for different
scenarios. The decorative street lighting will probably not have dimming, but the safety, security, and trail
lighting would save energy by utilizing the dimming options. ESG will review these options with the City.

Development of Outdoor Lighting

The first step is assessing the current decorative street lighting, standard street lighting, and trail lighting. ESG
will do this by collecting data on every outdoor pole light/streetlight in the City. This data includes street name,
pole number, style of light, lamp type and wattage, and pole height. We will then reconcile the data with the
City's existing data, which typically comes from utility ledger data which may or may not include GPS
coordinates. ESG will use this data to flag for those fixtures matching the ledger data, and those which need to
be removed or added to the existing billing ledger. Web maps are produced from the data collected via the
mobile app and will be reviewed with the City.

ESG’s design intent is to meet or improve upon existing conditions. This includes adding lighting to areas where
use at night or added security is desired or recommended; retrofitting existing decorative lighting with more
efficient LED lamps; replacing utility cobra-type light fixtures with new decorative pole lighting; and even
reducing exterior lighting in some areas. ESG uses photometric calculations for the different types of lighting
needs: typical roadways; near city-owned facilities; streets around the city square; and the roadways entering
and leaving city from the major interstate and state highways. These photometrics are compared to the
American National Standards Institute (ANSI) and Illuminating Engineering Society (IES) design of standards (RP-
8) to determine proper LED lighting levels.

ESG will review multiple vendors and evaluate their exterior lighting products to identify several custom-tailored
solutions for the City of Lebanon. This analysis is based on cost, distribution, efficacy, rated life, ease of
installation, ease of maintenance, warranty, and distribution. ESG will review the vendors and lighting selections
with the City of Lebanon before moving forward with mock-ups and final design. ESG will provide several mock-
ups so the City of Lebanon can compare different vendors and get feedback from the public.

After a final design is agreed upon, ESG will work with the City of Lebanon to develop a bidders list. ESG strives
to utilize local contractors and vendors. Depending on the complexity of the scope of work, we may have to
widen the pool of contractors to regional or national contractors. The City of Lebanon can choose to have input
every step of throughout development. ESG will then have contractors bid on the scopes of work. We meet
with the City to coordinate final details and options.
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Transforming Cities Through Innovative Infrastructure Solutions

ESG understands the City of Lebanon is concentrating on implementing a fully engineered city-wide outdoor
lighting project. When selected as the Cities trusted partner, we typically provide facility and property
assessments for the Department of Public Works, Parks and Recreation, and City Utilities. We deliver
comprehensive infrastructure solutions that modernize city facilities, enhance public safety, and drive energy
efficiency. Our expertise spans essential municipal buildings to critical utility systems, helping cities build
sustainable, smart, and resilient communities.

We understand the unique challenges of municipal infrastructure, having successfully transformed numerous
city facilities, including water/waste utilities, fire stations, police departments, city halls, administrative facilities,
parks and recreation centers, and outdoor entertainment venues.

Comprehensive Solutions Portfolio
Energy & Sustainability

Solar installations customized for any municipal application

Why Choose Us?
State-of-the-art Combined Heat & Power (CHP) and geothermal systems y

Thermal energy storage and waste energy recovery solutions In-house engineering

Building envelope improvements for maximum efficiency expertise, including
specialized waste facility

LED lighting solutions with ROl analysis for facilities, streets, trails, and .
engineers

recreational areas

Design-build approach

Building Systems Modernization ensuring seamless project

Complete HVAC system design, replacement, and renovation execution

Advanced nonproprietary building controls and energy management Focus on non-proprietary

systems solutions for long-term
Industry-leading Indoor Air Quality (IAQ) technology for health flexibility
protection

Proven track record with

Modern boiler and chiller solutions: replacement, redesign, or repair . . e
municipal facilities

Energy-efficient bathroom renovations with modern fixtures

Comprehensive ROI
analysis and energy

Smart City Technology savings calculations

Comprehensive building renovations and space optimization

Fiber ring infrastructure design and installation Turn-key solutions from

Intelligent parking systems concept to completion

Advanced traffic signal and illuminated street sign solutions
Smart water and gas metering systems

Next-generation shot detection integrated with surveillance systems
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Critical Infrastructure

Specialized wastewater facility upgrades and replacements
State-of-the-art security systems supporting first responders

Custom solutions for water and waste utilities

Let us help your city build a more efficient, sustainable, and technologically advanced future.
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E. FINANCIAL APPROACH

Provide descriptions of recent successful client financing arrangements and identify the funding sources
available to finance your firm’s projects.

Our clients can choose to use capital funds to pay for facility improvements associated with energy savings
contracts. Financing is also an option to fund energy savings contracts. In general, our approach to project
financing is to provide as much assistance to our clients as possible. We assist our clients by helping to
coordinate the financing, sometimes working with a client’s financial advisor. ESG has experience in coordinating
tax-exempt lease purchase (TELP) financings, 2™ lien bonds as well as other alternative financing structures for
MSD to consider.

While ESG assists clients in arranging financing for projects, ESG is an energy service company, not a financial or
municipal advisor in the context of the Dodd-Frank Wall Street Reform and Consumer Protection Act, and none
of the information provided herein is intended as, or should be considered as, a recommendation of any
particular financing structure or financial advice. ESG houses a team of financial specialists to assist MSD with
whatever level of project financing support is appropriate. ESG is glad to offer these project financing services,
and ESG does not profit from our work related to financing.

We have worked with a number of national and regional banks that specialize in TELP financing, and they
understand the unique aspects of contract financing. ESG maintains relationships with various financial
institutions to provide the best and most appropriate financing for our clients. Bank of America, Capital One,
Pinnacle Public Finance, Inc. (a Bank United subsidiary), Sterling National Bank, TD Bank, Truist Bank (formerly
BB&T), and US Bank are some of the institutions we currently work with that offer TELP financing options to our
clients. In recent years, about half of ESG’s projects have been funded through “private placements” of TELP
financings.

In other cases where our client chooses to finance an energy savings contract through a bond issue, we fill more
of a supporting role, helping to develop a cash flow or pro forma that will assist our client and their financial
advisor, bond underwriter, and bond counsel during the financing process and closing of a transaction. ESG
stands ready to be as involved in the financing process as the district wants us to be.
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F. PROJECT MANAGEMENT & TRAINING

Provide your team’s project management overview. Provide detailed information on your team’s approach to
managing the development and implementation of the project to ensure a successful installation. Describe how
your firm will select and work with any potential subcontractors on this project.

ESG’s project team brings a wealth of experience in designing and implementing complex facility upgrades. We
go beyond typical contractors by offering both design and construction expertise to enhance existing buildings,
support facility growth, and modernize aging infrastructure. Our "no change order" policy and guaranteed
savings ensure that ESG, not the City of Lebanon, bears the long-term risk. This unique process identifies and
prioritizes capital improvements and deferred maintenance, leveraging energy and operational savings to ease
the financial burden over time.

With extensive experience in delivering projects across various sectors, ESG has the expertise to complete
projects on time, within budget, and in alignment with the city’s expectations. Your ESG Project Manager, Todd
Anderson, will serve as the primary point of contact, managing all aspects of the project. Todd will coordinate
communication between the city’s staff (including building management and maintenance personnel),
subcontractors, and suppliers to ensure smooth execution and high-quality outcomes. His primary responsibility
is to orchestrate all parties involved, ensuring that the project is delivered to the highest standards with 100%
customer satisfaction.

Project Coordination: ESG understands the City of Lebanon's ongoing operational needs and will work to
minimize disruptions during construction. Todd will coordinate all construction activities and provide necessary
training to maintain installed improvements. The project schedule will be developed in collaboration with key
stakeholders, accounting for occupancy schedules, equipment lead times, and seasonal requirements.

Proven Project Management Process: ESG’s established project management process includes:

Organizing and attending regular progress meetings with subcontractors

Managing project tracking for submittals, schedules,
RFls, and change orders

Overseeing commissioning and startup activities

Ensuring compliance with payroll and prevailing wage
laws

Delivering thorough documentation, including O&M
manuals and training materials for city staff

Our cloud-based project management software enables real- Procore minimizes costly risks and delays by
time updates and secure, permission-based access for all limiting the reliance on paper-based
stakeholders, improving communication and reducing delays. documentation, emailchains, and spreadsheets

to manage our projects.
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Safety and Commissioning: Safety is a core priority for ESG, and our project management team ensures that all
subcontractors adhere to safety protocols and comply with federal, state, and City of Lebanon safety
requirements. Our commissioning process verifies system performance, ensuring all improvements meet
operational and design specifications. For more complex systems, such as DDC controls, ESG will provide
rigorous commissioning to ensure efficient and reliable performance throughout the system’s lifecycle.

Comprehensive Project Closeout: Project closeout includes operational testing, system commissioning, and staff
training on emergency response and system diagnostics. ESG will provide the City of Lebanon with O&M
manuals and as-built documents to ensure long-term system functionality. Additionally, ESG will conduct a final
warranty walkthrough two months before warranty expiration to identify and address any latent defects. With
this thorough, coordinated approach, ESG ensures that the City of Lebanon’s facility upgrade project is
completed efficiently, on budget, and with exceptional results. Our goal is to deliver the highest level of service,
focusing on customer satisfaction and long-term operational success.

Subcontractor Selection and Oversight

ESG selects subcontractors who meet our high performance, safety, and quality standards. We work with
professional partners experienced in system design, equipment selection, installation, and commissioning. ESG
also prioritizes using local subcontractors, whenever possible, to support the community and keep costs
competitive. Our competitive selection process ensures that subcontractors are chosen based on “best value,”
which includes not just cost, but also quality, equipment lifecycle, and customer satisfaction. We apply a
strategic combination of in-house expertise and specialized subcontractor support for the most commonly
implemented improvements.

Services Performed By

ESG Subcontractor

Technical Energy Audit
Project Management

Engineering Design

Construction Management
Equipment Installation X
Commissioning

X [ X | X [ X

Owner Training

Savings M&V

Ongoing Maintenance
Continuous System Organization

X [ X | X [ X | X

Asbestos Removal

Financing

x

Lighting Retrofits X
HVAC Retrofits
Lighting Upgrades X

Electrical Upgrades

X [ X | X [ X | X | X | X

Building Envelope
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ESG is vendor-neutral, meaning we do not favor specific manufacturers or products. This allows us to select the
best technology and equipment that meets the City of Lebanon’s needs, maximizing savings while minimizing
costs.

Describe your firm’s proposed approach to providing any required technical training for Owner
personnel.

ESG’s training approach is designed to ensure the long-term success of your project and achieve ongoing cost
savings. Our goal is to empower the City of Lebanon to fully understand and operate all installed systems,
eliminating the need for service contracts or remote support for day-to-day operations. We offer a range of
customized training methods tailored to your specific needs and desired outcomes. Additionally, we provide
comprehensive operations and maintenance manuals for all installed solutions.

Our partnership goes beyond simply implementing energy-saving measures; we help the City of Lebanon
leverage savings to meet operational and capital budget goals. This approach supports projects that may have
been delayed or otherwise not completed due to budget constraints.

The table below outlines the training methods ESG uses to ensure maximum impact and effectiveness.

Training Types Examples of Training Types Applications/Considerations

o Off-site formal manufacturer e Typically utilized for highly technical

. training classes applications such as refrigeration, boilers,

Formal Classroom Training . .
(Off-site) e Vocational training such as controls, and solar

those offered by local e Atrain-the-trainer approach is encouraged,

colleges due to the high cost to implement

o Recommended for refrigeration,
boilers and controls, as well as other
Formal Classroom Training solutions such as computerized
. . , ¢ In-house courses (one- or .

(On-site with manufacturer’s two-day) maintenance management software, water
. wo-da
instructor) y treatment and energy management

e More employees can attend this type of
training for a lower cost

e This approach to training is beneficial for
many solutions

Internet-Based e Online e Due to the scheduling flexibility inherent

with this approach, more employees can

attend this type of training for a lower cost
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G. OTHER BENEFITS & SERVICES

Describe any other benefits of your firm and/or project team that merit consideration by the Owner and that
bring additional value to this project opportunity. Describe any additional value-added services that will be
provided.

At ESG, we believe the success of your project depends on more than just technical expertise—it requires trust,
transparency, and a partner who is fully aligned with your goals. Our collaborative approach ensures that
Lebanon is actively involved in the development process, allowing us to align our solutions with the city’s
priorities and goals. While many ESCOs offer similar services, a few key characteristics set ESG apart:

Truly Technology-Agnostic

ESG is 100% independent of product vendors and manufacturers. That means our recommendations are based
solely on what’s best for the city—not on sales incentives or vendor affiliations. We competitively bid all major
systems and subcontractors to ensure you receive the highest value at the lowest cost.

Local and Renewable Energy Expertise

ESG has deep experience in renewable energy across Indiana and the region, including large-scale solar and
battery storage projects. We understand the local utility landscape, policy requirements, and how to design
systems that maximize incentives and long-term benefits.

Direct Access to Leadership

ESG operates with a flat organizational structure, giving our clients direct access to senior leadership, including
our executive team. If Lebanon has concerns at any point, we’re here to listen, collaborate, and adapt in real
time.

A Cost-Conscious Culture

ESG was built around efficiency—not just in energy
savings, but in how we run our business. With lower Every project is your opportunity to rethink
overhead and empowered, experienced staff, we deliver
more project for every dollar.

what’s possible — to drive meaningful

change, inspire innovation, and create
Service After the Sale

Our clients often come to us after being underserved by
others. ESG commits to comprehensive training, Safer, more efficient, and more resilient
documentation, and long-term support—even post-
project. We don’t walk away once construction is
complete.

lasting impact. Together, we’ll help build a

community for generations to come.

No Surprise Change Orders

We commit to project pricing up front. Change orders are only issued when scope is added or unforeseen
conditions arise. This helps protect the financial integrity of the performance guarantee and keeps your payback
plan intact.
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Sr. Account Executive & Project Lead

CONTACT

317.289.0076
jpolsley@energysystemsgroup.com

8910 Purdue Road, Suite 200, Indianapolis, Indiana 46268

PROFILE | RESPONSIBILITIES

As an Account Executive and Project Lead, Jacob orchestrates comprehensive energy improvement
projects from initial client engagement through successful implementation. He partners with
customers to assess and define their energy efficiency needs, while leveraging his team of engineers to
develop optimal technical solutions. Jacob oversees contract development and bidding processes,
ensuring full compliance with facility regulations while maximizing value for clients. Through close
collaboration with Project Managers, he maintains exceptional client relationships and drives project
success, consistently delivering guaranteed energy savings outcomes.

EXPERIENCE RECENT PROJECT EXPERIENCE
18 Years Industry Experience City of Aurora, IN
Perry Township Schools (Phase 1), IN
................................. Perry Township Schools (Phase 2), IN
EDUCATION Perry Township Schools (Phase 3), IN
Perry Township Schools (Phase 4), IN
Ball State University Perry Township Schools (Phase 5), IN
B.A. Perry Township Schools (Phase 6), IN

Greater Clark County Schools, IN

Bellwood School District, IL

Fort Wayne Community Schools, IN
Clarksville Community School Corporation, IN
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Senior Performance Engineer

CONTACT

317.879.2003
glange@energysystemsgroup.com

8910 Purdue Road, Suite 200, Indianapolis, Indiana 46268

PROFILE | RESPONSIBILITIES

With over 21 years of engineering experience, Greg has designed mechanical systems for diverse
facilities, including K-12 schools, commercial offices, independent living facilities, and industrial
complexes. His technical expertise encompasses steam/condensate, chilled water, heating hot water,
HVAC, and plumbing systems, complemented by extensive experience in project management and
system commissioning. As a Senior Performance Engineer, Greg develops technical scopes, estimates
costs, forecasts energy savings, and creates measurement and verification plans while ensuring
successful project delivery and client satisfaction.

EXPERIENCE RECENT PROJECT EXPERIENCE
21 Years Industry Experience Perry Township Schools (Phase 1), IN
Perry Township Schools (Phase 2), IN
................................. Perry Township Schools (Phase 3), IN
EDUCATION Perry Township Schools (Phase 4), IN
Perry Township Schools (Phase 5), IN
Purdue University Perry Township Schools (Phase 6), IN
B.S. Mechanical Engineering Greater Clark County Schools, IN
Bellwood School District, IL
Country Club Hills School District, IL
Clarksville Community School Corporation, IN
................................. City of Bloomington, IN
Boone County, IN
CERTIFICATIONS City of Aurora, IN

Professional Engineer
Indiana (PE10911294)




MIKE <
JOHNSON Sous N,

energy systems group

Engineering Manager

CONTACT

630.334.9534
mjohnson@energysystemsgroup.com

2443 Warrenville Road, Suite 620, Lisle, Illinois 60532

PROFILE | RESPONSIBILITIES

Mike coordinates the design efforts for construction and energy conservation, overseeing pre-development,
site surveillance, and energy analysis reporting. He ensures projects stay on schedule and within budget by
managing engineering teams and guiding the process from sales support to completion. Mike also prepares
cost estimates and identifies funding solutions through energy savings. His responsibilities include
developing engineered solutions, estimating costs and savings, and selecting consultants, contractors, and
vendors to ensure a smooth transition from development to implementation.

EXPERIENCE PROJECT EXPERIENCE

35 Years Industry Experience City of Michigan City, IN
City of Bloomington, IN

................................. City of Vandalia, OH
City of Huber Heights, OH

EDUCATION
Fulton County, OH
University of lllinois at Urbana-Champaign University of Illinois (UIUC) College of Engineering
B.S. Mechanical Engineering University of Illinois (UIUC) Vet Med

Northern Illinois University (11 phases)
lonia Correctional Facility, Ml

Ohio Reformatory for Women

Lebanon and Warren Correctional, OH
Clarksville Community School Corporation, IN
MEMBERSHIPS & AFFILIATIONS Greater Clark County School District, IN
Perry Township Schools, IN

Minooka High School District 111, IL

Rich Township High School District 227, IL
Woodland CUSD 5, IL

Bellwood School District 88, IL

American Society of Heating,
Refrigerating and Air-Conditioning
Engineers (ASHRAE)

CERTIFICATIONS

Professional Engineer
Ilinois (#062049727)
Indiana (#PE11200149)
Michigan (#6201059041)
Minnesota (#56885)
Wisconsin (#42238-6)
lowa (#20969)




SCOTT "\*
HAYDEN S

®

energy systems group

Senior Performance Engineer

CONTACT

317.879.2003
shayden@energysystemsgroup.com

8910 Purdue Road, Suite 200, Indianapolis, Indiana 46268

PROFILE | RESPONSIBILITIES

With over 20 years of industry experience, including 12 years at ESG, Scott serves as a Performance
Engineer developing comprehensive energy conservation projects. His expertise includes cost
estimation, life cycle analysis, and implementing energy-reduction strategies to fund facility
improvements. Scott performs energy audits, conducts building energy modeling, and works closely
with clients to optimize their energy savings while ensuring effective project implementation. As a
Certified Energy Manager, Professional Engineer, and Six Sigma Green Belt, he brings a multifaceted
approach to delivering efficient and cost-effective solutions.

EXPERIENCE RECENT PROJECT EXPERIENCE
20 Years Industry Experience Perry Township Schools (Phase 1), IN
Perry Township Schools (Phase 2), IN
................................. Perry Township Schools (Phase 3), IN
EDUCATION Perry Township Schools (Phase 4), IN
Perry Township Schools (Phase 5), IN
Wright State University Perry Township Schools (Phase 6), IN
M.S. Mechanical Engineering Fort Wayne Community Schools, IN
Wright State University Sand Creek Community Schools, Ml
B.S. Mechanical Engineering DENSO Manufacturing, Ml

Chippewa Hills Schools, Ml
Licking County, OH
Shelby County, OH

CERTIFICATIONS Fulton County, OH
Lebanon and Warren Correctional, OH

Professional Engineer
Certified Energy Manager
Six Sigma Green Belt




PROFILE | RESPONSIBILITIES

TODD "\*
ANDERSON =

®

energy systems group

Senior Project & Construction Manager

CONTACT

317.879.2037
tanderson@energysystemsgroup.com

8910 Purdue Road, Suite 200, Indianapolis, Indiana 46268

Todd is a seasoned project manager with over 25 years of experience, specializing in overseeing
multimillion-dollar projects while maintaining budgets and schedules. With six years at ESG, he excels
in subcontractor management, estimating, procurement, and project communication. He supports

account executives, collaborates with engineering teams, coordinates contractors, and trains

maintenance personnel. Todd manages projects from development to closeout, handling finances,
change management, and customer billing. As the primary point of contact, he ensures seamless
coordination among stakeholders, delivering projects on time, within budget, and to customer

satisfaction.

EXPERIENCE
25 Years Industry Experience
EDUCATION

Purdue University
B.S. Building Construction Management

RECENT PROJECT EXPERIENCE

Perry Township Schools (Phase 1), IN
Perry Township Schools (Phase 2), IN
Perry Township Schools (Phase 3), IN
Perry Township Schools (Phase 4), IN
Perry Township Schools (Phase 5), IN
Perry Township Schools (Phase 6), IN

Fort Wayne Community Schools, IN
City of Aurora, IN

City of Bloomington, IN

Michigan City, IN

Licking County, OH

Boone County (Phase 3), KY




CHRISTY <
KIEGEL Sous N,

energy systems group

Measurement & Verification Engineer

CONTACT

812.664.2355
cmichel@energysystemsgroup.com

9877 Eastgate Court, Newburgh, Indiana 47630

PROFILE | RESPONSIBILITIES

As an M&V Engineer, Christy specializes in measurement and verification of energy savings in various
projects. They assess energy performance through data analysis, ensuring that energy efficiency
measures are effectively implemented. Christy collaborates with project teams to establish baseline
conditions and develops rigorous protocols for monitoring energy usage. With a strong background in
engineering and sustainability, Christy utilizes advanced analytical tools to deliver accurate
performance reports. Her expertise contributes to maximizing energy savings and enhancing the overall
effectiveness of energy efficiency initiatives.

EXPERIENCE RECENT PROJECT EXPERIENCE

6 Years Industry Experience City of Bloomington (solar), IN
Evansville-Vanderburgh County Building Authority, IN

................................. City of Michigan City, IN
Anderson County, TN

EDUCATION
Calloway County, KY
Purdue University Warren County, KY
M.S. Mechanical Engineering Greater Clark County Schools, IN
University of Indianapolis Perry Township Schools (Phases 1 -6), IN
B.S. Mathematics Evansville Vanderburgh School Corporation, IN
Anderson County Schools (Phase 1 & 2), TN
................................. Bellwood School District 88, IL
Country Club Hills School District 160 (Phase 1 & 2), IL
CERTIFICATIONS Johnson City Schools (Phase 3), TN
University of Illinois at Urbana-Champaign
Certified Energy Manager (CEM) Milligan College, TN

Certified M&V Professional (CMVP)
Performance Measurement &
Verification Analyst Certified (PMVA)
NABCEP PV Associate

Pennsylvania Fish & Boat Commission
DENSO Manufacturing
PVS Chemical




KATIE <
MORGAN PEREZ e Nt

energy systems group

Local Government Project Advisor

PROFILE | RESPONSIBILITIES

Katie Morgan Perez, a 1998 Marion High School graduate and mother of six Marion Community Schools
students and alumni, has extensive experience in both education and local government. Serving on the
Marion Community Schools Board of Directors from June 2009 to December 2018, she played a key role
in facility maintenance upgrades and curricular improvements. Her work with fellow board members
and four Superintendents honed her ability to assess school district needs, oversee budgets, and
ensure compliance with Indiana Code. Beyond education, Katie's experience extends to municipal
planning, budgeting, and infrastructure management, making her well-versed in the complexities of
local government operations and community development.

EXPERIENCE RECENT PROJECT EXPERIENCE

Katie has worked in nonprofit leadership for more than ten years with
the Community School of the Arts (CSA) and Orchestra Indiana and has
"""""""""""""""""" considerable experience in grant writing and grant management, as
well as operational management. Katie has served Grant County in a

15 Years Industry Experience

EDUCATION
leadership role with several nonprofit boards and committees,
Purdue University including:
Indiana University Kokomo Marion High School Alumni Association

Grant County Boys and Girls Club

The United Way of Grant County

Marion Arts Commission

City of Marion Redevelopment Commission
Downtown Marion Roundtable
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Crowe Crowe LLP

Independent Member Crowe Global

INDEPENDENT AUDITOR'S REPORT

To the Member of
ESG Holdings Group, LLC
Newburgh, Indiana

Opinion

We have audited the consolidated financial statements of ESG Holdings Group, LLC and subsidiaries (the
“Company”), which comprise the consolidated balance sheet as of December 31, 2023 (Successor), and
the related consolidated statements of operations, member’s equity, and cash flows for the period from
July 1, 2023 through December 31, 2023 (Successor) and the period from January 1, 2023 through
June 30, 2023 (Predecessor), and the related notes to the financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of ESG Holdings Group, LLC and Subsidiaries as of December 31, 2023, and the
results of their operations and their cash flows for the period from July 1, 2023 through December 31, 2023
(Successor) and the period from January 1, 2023 through June 30, 2023 (Predecessor), in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of ESG Holdings Group, LLC and subsidiaries and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about ESG Holdings Group,
LLC and subsidiaries ability to continue as a going concern for one year from the date the consolidated
financial statements are available to be issued.

(Continued)



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the consolidated financial statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of ESG Holdings Group, LLC and subsidiaries internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about ESG Holdings Group, LLC and subsidiaries ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Other Matter

As discussed in Note 1 and 2 to the financial statements, on June 30, 2023, ESG Holdings Group, LLC and
subsidiaries acquired all membership interests in Energy Systems Group, LLC. The Predecessor financial
statements reflect the operations of Energy Systems Group, LLC or the pre-acquisition period. The
Successor financial statements include the impact of acquisition accounting.

CrowE LLP

Crowe LLP

Indianapolis, Indiana
March 29, 2024




ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
December 31, 2023

(In thousands)

ASSETS
Current Assets
Cash and cash equivalents $ 21,964
Accounts receivable 20,302
Contract assets 28,332
Precontract costs 8,216
Other current assets 18,953
Total current assets 97,767
Noncurrent Assets
Goodwill 102,529
Intangible assets, net of accumulated
amortization of $2,593 54,007
Other long-term assets 260
Deferred taxes 1,484
Property and equipment, net 4,139
Operating lease right-of-use assets 3,390
Total noncurrent assets 165,809
Total assets $ 263,576

LIABILITIES AND MEMBER'S EQUITY

Current Liabilities
Accounts payable, including retainage

of $8,570 $ 38,036
Contract liabilities 39,064
Accrued liabilities 12,883
Current maturities of operating lease liabilities 1,188

Total current liabilities 91,171

Noncurrent Liabilities
Long-term accrued liabilities 936
Long-term operating lease liabilities 2,591
Total noncurrent liabilities 3,527
Total liabilities 94,698
Member's equity 168,878
Total liabilities and member's equity $ 263,576

See notes to consolidated financial statements.



ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through

June 30, 2023 (Predecessor)

(Predecessor)
January 1, 2023

June 30, 2023

$ 111,962
21,240

133,202

106,792

26,410

28,092

(1,682)

1,765
375

2,140

(Successor)
July 1, 2023
(In thousands) December 31, 2023
Revenues
Construction revenues $ 122,731
Operations and maintenance and other revenues 23,123
Total revenues 145,854
Cost of revenues 113,034
Gross profit 32,820
Operating expenses 27,083
Operating income (loss) 5,737
Other income (expense), net
Interest, net 173
Other, net (2,783)
Total other income (expense), net (2,610)
Income before income tax benefit 3,127
Income tax benefit 926
Net income $ 4,053

See notes to consolidated financial statements.

458

$ 458




ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF MEMBER’S EQUITY
For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through
June 30, 2023 (Predecessor)

(In thousands)

Member's equity at July 1, 2023 (Successor) $ 0
Contributions 160,000
Issuance of Class A units 4,825
Net income 4,053
Member's equity at December 31, 2023 (Successor) $ 168,878
e
Member's equity at January 1, 2023 (Predecessor) $ 99,514
Contributions 4,158
Dividends (70,332)
Net income 458
Member's equity at June 30, 2023 (Predecessor) $ 33,798

See notes to consolidated financial statements.



ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through

June 30, 2023 (Predecessor)

(Successor) (Predecessor)
July 1, 2023 January 1, 2023
(In thousands) December 31, 2023 June 30, 2023
Cash Flows from Operating Activities
Net income $ 4,053 458
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation 449 487
Amortization of intangible assets 2,538 503
Changes in assets and liabilities:
Decrease (increase)
Accounts receivable 7,027 4,708
Contract assets 4,304 (15,784)
Precontract costs (1,569) (1,937)
Prepaid contract costs 0 8,600
Due from affiliate 0 (547)
Deferred taxes 927) 0
Other assets 6,093 (6,781)
Increase (decrease)
Accounts payable (625) (1,828)
Contract liabilities (18,201) 14,017
Accrued liabilities (862) 1,430
Net cash provided by operating activities 2,280 3,326
Cash Flows from Investing Activities
Acquisition of Energy Systems Group, LLC and Subsidiaries,
net of cash acquired (See Note 2) (144,629) 0
Purchases of property and equipment (512) (269)
Principal payments received on notes receivable from affiliate 0 3,651
Net cash provided by (used in) investing activities (145,141) 3,382
Cash Flows from Financing Activities
Capital contributions from member 160,000 4,158
Issuance of Class A units 4,825 0
Net cash provided by financing activities 164,825 4,158
Net increase in cash and cash equivalents 21,964 10,866
Cash and cash equivalents at beginning of period 0 1,619
Cash and cash equivalents at end of period $ 21,964 12,485
Supplemental Schedules of Noncash Investing and Financing Activities
Settlement to Vectren Energy Systems Corporation (VESCO) through dividends paid $ 0 70,332
Right-of-use assets obtained in exchange for operating lease
liabilities $ 429 36
Acquisition of Energy Systems Group, LLC and Subsidiaries (See Note 2)
Total identifiable net assets acquired $ 154,543 0
Less: cash acquired (9,914) 0
Cash paid $ 144,629 0

See notes to consolidated financial statements.




ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through
June 30, 2023 (Predecessor)

(In thousands)

Note 1 — Nature of Business and Significant Accounting Policies

Nature of Business

ESG Holdings Group, LLC and Subsidiaries (collectively, “the Company”) is a newly formed entity that
acquired a 100 percent membership interest in Energy Systems Group, LLC effective June 30, 2023 as
described in Note 2. The Company is a comprehensive energy services and performance contracting company
providing energy, facility, and financial solutions to commercial, industrial, governmental, and institutional
customers. The Company’s operations are based throughout the contiguous United States, primarily in the
Midwest, Mid-Atlantic, Northeast, and Southern regions, as well as California.

The Company is a wholly owned subsidiary of ESG Intermediate Holdings, LLC, which is a wholly owned
subsidiary of ESG Parent Group, LLC. ESG Parent Group, LLC is a wholly owned subsidiary of ESG Parent,
LLC. ESG Parent, LLC (“ESG Parent”) is a wholly owned subsidiary of Oaktree Power Opportunities Fund VI
Holdings (Delaware) L.P. (“the Parent”).

Prior to the acquisition, the consolidated financial statements included the accounts of Energy Systems Group,
LLC and Subsidiaries (collectively, “the Former Company”). The Former Company was a wholly owned
subsidiary of Vectren Energy Systems Corporation (VESCO). VESCO was indirectly owned by Vectren LLC
(“Vectren”). Vectren LLC was a wholly owned subsidiary of CenterPoint Energy, Inc. (collectively with its
subsidiaries, CenterPoint Energy). VESCO was the sole member of the Company.

Basis of Presentation — Predecessor and Successor Financial Statements

The accompanying consolidated financial statements as of the dates and for all periods prior to July 1, 2023,
reflect the consolidated financial position, results of operations, and cash flows of the Former Company. Such
dates, and periods prior to July 1, 2023, are referred to as Predecessor periods. The consolidated financial
statements as of the dates, and for the periods after June 30, 2023, reflect the consolidated financial position,
results of operations, and cash flows of the Company. Such dates and periods after June 30, 2023, are referred
to as Successor periods. The Successor period is presented on a different basis; and therefore, not comparable.

Principles of Consolidation

The Successor consolidated financial statements include the accounts of ESG Holdings Group, LLC and its
subsidiaries. The Predecessor consolidated financial statements include the accounts of Energy Systems Group,
LLC and its subsidiaries. The accompanying consolidated financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP). All
intercompany accounts and transactions have been eliminated in consolidation.



ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through
June 30, 2023 (Predecessor)

(In thousands)

Note 1 — Nature of Business and Significant Accounting Policies (Continued)

Limited Liability Company

Since the Company is a limited liability company, no member is liable for the debts, obligations, or liabilities of
the Company, except as otherwise legally obligated. The term of the Company shall be perpetual unless and
until it is dissolved pursuant to state law or as provided in the limited liability company agreement.

Business Combinations

The Company recognizes assets acquired and liabilities assumed at their fair value on the acquisition date. The
Company's estimates are inherently uncertain and subject to refinement. As a result, during the measurement
period, which may be up to one year from the acquisition date, the Company may record adjustments to the fair
value of assets acquired and liabilities assumed, with a corresponding offset to goodwill. Upon the conclusion
of the measurement period or final determination of the fair value of assets acquired or liabilities assumed,
whichever comes first, any subsequent adjustments are recorded to the Company's statements of operations.
See Note 2 to the Company's financial statements for a discussion of the Company's July 1, 2023 acquisition.

Concentration of Credit Risk

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist
principally of cash and cash equivalents, and accounts receivable. At times, such cash and cash equivalents in
banks may be in excess of the Federal Deposit Insurance Corporation insurance limit.

Cash and Cash Equivalents

For purposes of reporting the consolidated statement of cash flows, the Company considers all cash accounts,
which are not subject to withdrawal restrictions or penalties, and all highly liquid debt instruments purchased
with a maturity of three months or less to be cash equivalents. Cash and cash equivalents are stated at cost plus
accrued interest to approximate fair value.

Revenue Recognition

The Company accounts for revenue in accordance with requirements of Accounting Standards Update ("ASU")
2014-09, Revenue from Contracts with Customers, which is also referred to as Accounting Standards
Codification ("ASC") Topic 606 ("606").



ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through
June 30, 2023 (Predecessor)

(In thousands)

Note 1 — Nature of Business and Significant Accounting Policies (Continued)

Revenue Recognition (Continued)

ASC Topic 606 provides a five-step model for recognizing revenue from contracts with customers as follows:

Identify the contract with a customer

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price to the performance obligations in the contract
Recognize revenue when or as performance obligations are satisfied

Nk W=

Contract

A majority of the Company’s revenues are derived from fixed price construction contracts and some customer
contracts also include operation and maintenance (O&M) services. The consolidated statement of operations
disaggregates revenues by two major types of performance obligations: construction revenues and performance
period services (operations and maintenance and other revenues). The Company’s revenues are subject to
economic conditions and may fluctuate based on changes in the industry and market.

Under ASC 606, construction revenues are measured on the amount of consideration specified in a contract
with a customer and is then recognized over time as performance obligations are satisfied, which generally
occurs with the transfer of control of the goods or services to the customer.

Identification of the Performance Obligation

The Company evaluates whether two or more contracts should be combined and accounted for as a single
performance obligation and whether a combined or single contract should be accounted for as more than one
performance obligation. This evaluation requires judgement and the decision to combine contracts or separate a
combined or single contract into multiple performance obligations could change the amount of revenue and
profit recorded in a given period. In the process of performing its construction contracts with its customers, the
Company considers each contract to be one performance obligation, unless the circumstances dictate otherwise.
Some of the Company’s contracts have multiple performance obligations, most commonly due to the contract
covering more than one phase of a project (construction and O&M). For contracts with multiple performance
obligations, the performance obligations are distinct as the customer can realize benefits from the construction
services without the operation and maintenance services. The transaction prices of each performance obligation
are specifically stated in the contract and have been developed independently.



ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through
June 30, 2023 (Predecessor)

(In thousands)

Note 1 — Nature of Business and Significant Accounting Policies (Continued)

Revenue Recognition (Continued)

Transaction Price

The transaction price is the amount of consideration to which the Company expects to be entitled in exchange
for transferring goods and services to the customer. The consideration promised in a contract with a customer
may include both fixed amounts and variable amounts, such as claims and unpriced change orders, incentive
fees, and liquidated damages. If the Company’s contracts give rise to variable consideration, the Company
would recognize revenue for variable consideration when it is probable that a significant reversal in the amount
of cumulative revenue recognized would not occur. The amount of revenue to be recognized for variable
consideration is estimated using the expected value method based on the sum of a probability-weighted amount
or the most likely amount method, whichever is expected to better predict the amount. The estimates of
variable consideration are based primarily on the assessment of legal enforceability, anticipated performance,
and any other information (historical, current, or forecasted) that is reasonably available.

Allocate the transaction price to the performance obligations in the contract and Revenue Recognition

The Company recognizes revenue from construction contracts over time as performance obligations are
satisfied using the cost-based input method, which is based primarily on contract costs incurred to date
compared to total estimated contract costs, as a percentage, to measure the progress of completion of
performance obligations. This percentage is then applied to the transaction price to determine the amount of
revenue to recognize. The cost-based input method is the most appropriate depiction of the Company’s
performance because it directly measures the value of the services transferred to the customer. Contract costs
include subcontract costs, all direct material and labor costs, and those indirect costs related to contract
performance.

Due to the nature of the work performed, the total estimated contract costs are subject to many variables and
requires significant judgment. Therefore, it is reasonably possible that changes to total estimated contract costs
may occur, and those revisions and revenue estimates are recognized in the period in which the facts that
require the revisions become known. If an anticipated loss on a contract becomes evident, the entire amount of
the estimated loss is accrued at that time.

Contract modifications are routine in the performance of the Company’s contracts. Contracts are often
modified to account for changes in the contract specifications or requirements. In most instances, contract
modifications are for goods or services that are not distinct; and therefore, are accounted for as part of the
existing contract.

Although billing methods can vary, most construction performance obligations require an initial deposit and are
either billed monthly for progress completed or according to a contractual draw schedule. Payments are
typically required within 30 days of billing. Retainage represents the amounts withheld from billings pursuant
to provisions in the contracts and not paid until certain milestones are met or upon completion of the project.
The Company does not have significant financing components in its customer contracts.

-10-



ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through
June 30, 2023 (Predecessor)

(In thousands)

Note 1 — Nature of Business and Significant Accounting Policies (Continued)

Revenue Recognition (Continued)

The Company’s contract assets represent revenue recognized in excess of amounts billed and retainage
receivable. The Company’s contract liabilities represent billings in excess of revenue recognized. See Note 4
for contract balances.

The Company also provides ongoing O&M services under multi-year contracts including operating,
maintaining, and repairing facility energy systems. Because O&M services are typically a distinct series of
promises, and those services have the same pattern of transfer to the customer, the Company records the
revenue ratably over the life of the contract as the related services are performed.

The Company's construction and O&M contracts may be subject to performance guarantees and product
warranties. The Company does not consider their performance guarantees or product warranties to be separate
performance obligations. Historically, performance guarantees and warranty claims have not resulted in
material costs incurred.

Fair Value of Financial Instruments

Cash, cash equivalents, accounts receivable, accounts payable, and accrued expenses — Carrying amount
approximates fair value because of the short maturity of those instruments.

Pre-contract Costs

Pre-contract costs are costs incurred to fulfill a contract prior to contract award. The Company records these as
contract cost assets when they are probable of recovery under a specific anticipated contract. The pre-contract
costs asset is expensed as a job cost upon the award of the anticipated contract, at which time revenue is
recognized under the cost-based input method. Pre-contract costs assets are expensed as an operating expense
when and if it is determined that realization of the related revenue is no longer probable. Pre-contract costs at
December 31, 2023 was $8,216.

-11-



ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through
June 30, 2023 (Predecessor)

(In thousands)

Note 1 — Nature of Business and Significant Accounting Policies (Continued)

Accounts Receivable and Allowance for Credit Losses

Accounts receivable are recorded at the invoiced amount and do not bear interest. Most billings are determined
based on contractual terms. Account balances are written off when management determines it is probable the
receivable will not be recovered. The Company establishes an allowance for credit losses on accounts
receivable, when necessary, based upon factors surrounding the credit risk of specific customers, historical
trends, and other information. Credit losses consist of accounts reserved or written off, net of recoveries. The
allowance for credit losses at December 31, 2023 was $0.

Property, Equipment, and Depreciation

Property and equipment acquired in the business acquisition were initially recorded at fair value and
subsequently acquired property and equipment are stated at cost less accumulated depreciation. Provisions for

depreciation of property and equipment have been computed on the straight-line method over the estimated
useful life.

Amortization of leasehold improvement assets is computed on the straight-line method over the shorter of the
useful life of the asset or the life of the lease.

Impairment of Property and Equipment and Intangible Assets

Long-lived assets are reviewed for impairment in accordance with guidance issued by the Financial Accounting
Standards Board (FASB). Management reviews long-lived assets that are held and used for impairment
whenever events or changes in circumstances indicate that their carrying amounts may not be recoverable. If an
evaluation is required, the estimated future undiscounted cash flows associated with the asset are compared with
the asset’s carrying amount to determine if there has been an impairment, which is calculated as the difference
between the fair value of an asset and its carrying value. Estimates of future undiscounted cash flows are based
on expected growth rates for the business, anticipated future economic conditions and estimates of residual
values. Fair values take into consideration management’s estimates of risk-adjusted discount rates, which are
believed to be consistent with assumptions that marketplace participants would use in their estimates of fair
value. There were no impairments of property and equipment or intangible assets recognized during the period
ended December 31, 2023.
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ESG HOLDINGS GROUP, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the period July 1, 2023 through December 31, 2023 (Successor), and the period January 1, 2023 through
June 30, 2023 (Predecessor)

(In thousands)

Note 1 — Nature of Business and Significant Accounting Policies (Continued)
Goodwill

Goodwill recorded on the Consolidated Balance Sheet results from business acquisitions and is based on a fair
value allocation of the businesses’ purchase price at the time of acquisition. Goodwill is charged to expense
only when it is impaired. The Company performs goodwill impairment tests at least annually and evaluate
goodwill when events or changes in circumstances indicate that its carrying value may not be recoverable. The
Company recognizes a goodwill impairment by the amount a reporting unit’s carrying value exceeds its fair
value, not to exceed the carrying amount of goodwill within that reporting unit. The Company performed the
annual goodwill impairment test and determined that no goodwill impairment charge was required for the
period ended December 31, 2023.

Intangible Assets

The Company's intangible assets represent finite-lived assets that were acquired in a business combination,
consisting of customer relationships, trade name, and favorable and unfavorable leases are recorded at
acquisition-date fair value, less accumulate amortization. Intangible assets with finite lives are being amortized
to operating expense in the consolidated statements of operations on the straight-line method over their
estimated useful life. Useful lives are generally based on contractual or legal rights. The straight-line method of
amortization is used because it best reflects the pattern in which the economic benefits of the intangibles are
consumed or otherwise used up.

Leases

Under ASU 2016-02, Leases (Topic 842), all significant lease arrangements are recognized at lease
commencement. Operating lease right-of-use (ROU) assets and lease liabilities are recognized at
commencement. An ROU asset and corresponding lease liability are not recorded for leases with an initial term
of 12 months or less (short-term leases) as the Company recognizes lease expense for these leases as incurred
over the lease term.
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Note 1 — Nature of Business and Significant Accounting Policies (Continued)

Leases (Continued)

ROU assets represent the Company’s right to use an underlying asset during the reasonably certain lease term
and lease liabilities represent the Company’s obligation to make lease payments arising from the lease. The
Company’s leases may include options to extend or terminate the lease and when it is reasonably certain the
Company will exercise one of those options, the lease term used to calculate the right to use asset and related
lease liability is updated accordingly. The Company records a liability discounted using the incremental
borrowing rate of the Company. This represents the borrowing rate that would have been utilized if the
Company had purchased these assets utilizing third party financing. The incremental borrowing rate is updated
quarterly, or when a significant event occurs that would indicate a significant change in rates, based on the
information available at commencement date, in determining the present value of lease payments. The
operating lease ROU asset also includes any lease payments related to initial direct cost and prepayments at
commencement, if any. Lease expense is recognized on a straight-line basis over the lease term. The Company
has lease agreements with lease and non-lease components, which are generally accounted for as a single
component. The Company has elected the practical expedient to not separate lease and non-lease components
for certain classes of leases, such as office buildings. See Note 13 for additional discussion on the Company’s
leases.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Estimates and assumptions are periodically reviewed, and the effects of revisions are reflected in the
consolidated financial statements in the period they are determined to be necessary. Significant areas that
require management’s estimates include the collectability of accounts receivable, useful lives of fixed assets, the
valuation of intangible assets and goodwill for purchase price allocation and revenue recognition.

Income Taxes

The Company is included in its Parent’s U.S. federal and state income tax returns, where applicable. The tax
provision and current and deferred tax balances have been presented on a separate return methodology, as if the
Company were a separate filer.

Deferred taxes are provided on temporary differences between the financial reporting and tax basis of certain
assets and liabilities. Those temporary differences relate primarily to property and equipment, accrued expenses
and net operating loss carryovers. Deferred tax assets and liabilities are adjusted for the effects of changes in
tax laws and rates on the date of enactment.
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Note 1 — Nature of Business and Significant Accounting Policies (Continued)

Income Taxes (Continued)

The Company recognizes tax liabilities when, despite the Company’s belief that its tax return positions are
supportable, the Company believes that certain positions may not be fully sustained upon review by tax
authorities. Benefits from tax positions are measured at the largest amount of benefit that is greater than 50
percent likely of being realized upon settlement. The current portion of tax liabilities is included in other
liabilities. To the extent that the final tax outcome of these matters is different than the amounts recorded, such
differences impact income tax expense in the period in which such determination is made. Interest and
penalties, if any, related to accrued liabilities for potential tax assessments are included in income tax expense.

Recently Adopted Accounting Standards

Business Combinations

In October 2021, FASB issued ASU 2021-08, Business Combinations (Topic 805): Accounting for Contract
Assets and Contract Liabilities from Contracts with Customers, which requires an entity acquiring contract
assets and contract liabilities in a business combination to recognize and measure them in accordance with ASC
606, Revenues from Contracts with Customers. At the acquisition date, the entity acquiring the business should
record related revenue, as if it had originated the contract. Before ASU 2021-08, such amounts were recognized
by the acquiring company at fair value. The amendments in ASU 2021-08 are effective for fiscal years
beginning after December 15, 2023, including interim periods within those fiscal years. Early adoption is
permitted, including in interim periods, for any financial statements that have not yet been issued. This ASU is
effective for the Company beginning on January 1, 2024, and this ASU is not expected to have a significant
impact on the Company’s consolidated financial statements.
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Note 2 — Acquisition

Effective July 1, 2023, the Company acquired 100 percent of the equity of the Former Company. The
transaction was accounted for as a business combination. The Former Company was purchased to strengthen
the Company’s position and expand its services in the energy performance contracting industry. The Company
recorded goodwill of $102,529 with the acquisition which arose primarily due to the Company’s presence in the
industry, capabilities to expand into other markets, and its assembled workforce. Goodwill is deductible for tax
purposes. The Company’s accounting for this acquisition is preliminary. The fair value estimates for the assets
acquired and liabilities assumed, as well as the Company’s estimates and assumptions are subject to change as
the Company obtains additional information during the measurement period. During the measurement period, if
the Company obtains new information regarding facts and circumstances that existed as of July 1, 2023 that, if
known, would have resulted in revised estimates values of those assets or liabilities, the Company will
accordingly revise its fair value estimates and purchase price allocation. Measurement period adjustments are
reflected as if the adjustments have been made as of July 1, 2023. The impact of all changes that do not qualify
as measurement period adjustments will be included in current period earnings. The Company expects to
finalize its purchase price allocation with in one year of July 1, 2023. The Company continues to analyze and
assess relevant information necessary to determine, recognize and record at fair value the assets acquired and
liabilities assumed.

The fair value of consideration transferred was $154,543 in the form of a cash payment and the table below
summarizes the fair value of the assets acquired and liabilities assumed at July 1, 2023.

Recognized amounts of assets acquired and liabilities assumed at fair value:

Cash $ 9914
Accounts receivable 27,329
Contract assets 32,636
Precontract assets 6,647
Other current assets 25,306
Deferred taxes 557
Property and equipment 4,076
Operating lease right-of-use assets (1) 3,655
Goodwill 102,529
Intangible assets 56,600
Accounts payable (38,661)
Contract liabilities (57,265)
Operating lease liabilities (4,099)
Accrued liabilities (14,681)
$ 154,543

(1) As a result of the acquisition, the Company recognized a $444 above-market lease, which was recorded as a decrease
to the Company's operating lease right-of-use assets on its consolidated balance sheet as of July 1, 2023. The above-market lease
will be amortized to amortization expense over the remaining lease term.
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Note 2 — Acquisition (Continued)

Identifiable intangible assets will be amortized on the straight-line method over their estimated useful lives. The
fair values of the Company trade name, customer relationships, and favorable and unfavorable leases were
established with the assistance of a third-party valuation firm using the relief from royalty method, multi-period
earnings method, and income approach, respectively. The relief from royalty method is cash flow savings that
are discounted at present value. The multi-period earnings method is a specific application of the discounted
cash flow method. The income approach is the application of the discounted cash flow method. The third-party
valuation firm estimates the trade name to have an economic life of thirteen years and customer relationships to
have an economic life of ten years.

The Company incurred approximately $2,886 of transaction related costs which are recorded for the period of
July 1, 2023 through December 31, 2023 and presented in other income (expenses) on the consolidated
statement of operations. Predecessor transaction related costs were approximately $664 for the period January 1,
2023 through June 30, 2023 and presented in operating expenses on the consolidated statement of operations.
Note 3 — Accounts Receivable

Accounts receivable at December 31, 2023 consisted of the following:

Accounts receivable

Completed contracts $ 1,491
Contracts-in-process 18,811
$ 20,302
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Note 4 — Contract Assets and Liabilities

The timing of when the Company bills customers is generally dependent upon agreed-upon contractual terms,
milestone billings based on the completion of certain phases of the work, or when services are provided.
Sometimes, billing occurs subsequent to revenue recognition, resulting in unbilled revenue, which is a contract
asset. At times, the Company receives advances or deposits from customers before revenue is recognized,
resulting in billings in excess of revenues, which is a contact liability.

Contract assets in the consolidated balance sheet represent the following:

o Revenues earned in excess of billings, which arise when revenue has been recorded but the
amount will not billed until a later date; and

o Retainage amounts for the portion of the contract price earned by us for work performed, but
held for payment by the customer as a form of security until we reach certain construction
milestones.

Contract liabilities in the consolidated balance sheet represent billings in excess of revenues earned, which arise
when amounts have been billed in excess of the revenue earned.

Contract assets and liabilities at December 31, 2023 and July 1, 2023 are as follows:

December 31, 2023 July 1, 2023
Contract assets
Revenues earned in excess of billings
on uncompleted contracts $ 18,701 $ 21,566
Retainage receivables 9,631 11,070
$ 28,332 $ 32,636
Contract liabilities
Billings in excess of revenues earned
on uncompleted contracts $ 39,064 $ 57,265
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Note 5 — Goodwill and Other Intangible Assets
Goodwill, not subject to amortization, at December 31, 2023 was $102,529.

Other intangible assets at December 31, 2023 consisted of the following:

Weighted-
Average Gross Carrying  Accumulated  Net Carrying
Useful Life Amount Amortization Amount
Intangible assets, subject to amortization:
Customer relationships 10 years $ 36,100 $ (1,805) $ 34,295
Trade name 13 years 20,500 (788) 19,712
Total $ 56,600 $ (2,593) § 54,007

For the intangible assets subject to amortization, the aggregate amortization expense for the periods from July 1,
2023 through December 31, 2023 and January 1, 2023 through June 30, 2023 was $2,593 and $503,
respectively, and the estimated amortization expense expected to be charged to income over each of the next
five years and thereafter is as follows:

Years ending December 31,

2024 $ 5,187
2025 5,187
2026 5,187
2027 5,187
2028 5,187
Thereafter 28,072
$ 54,007
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Note 6 — Property and Equipment

Property and equipment at December 31, 2023 consisted of the following:

Equipment (five to ten year life) $ 3,547
Leasehold improvements (five year life) 1,041
4,588

Accumulated depreciation (449)
$ 4,139

Depreciation expense on property and equipment for the periods of July 1, 2023 through December 31, 2023
and January 1, 2023 through June 30, 2023 was $449 and $487, respectively.

Note 7 — Credit Facility

Effective July 7, 2023, the Company entered into a credit facility agreement with CIBC Bank USA, which
allows for maximum borrowings up to $30,000. The Company may borrow revolving commitments as a Base
Rate Loan or a Secured Overnight Financing Rate (SOFR) loan. The credit facility matures on July 7, 2028. At
December 31, 2023, there were no outstanding borrowings on this note.

The credit facility is secured by a guaranty and collateral agreement, as stated in the credit facility agreement,
and contains certain restrictive financial covenants which, among other things, require the Company to maintain
certain key ratios.

Interest accrues either at a Base Rate, as defined, or SOFR rate, as defined plus an applicable margin based on
the pricing grid below. The margins are subject to change based upon the total net debt to EBITDA ratio as of
the most recently ended quarter.

1 Month and 3

Total Net Debt Month SOFR Base Rate
Level to EBITDA Ratio Margin Margin
I Greater than or equal to 2.00 to 1.00 2.875% 1.875%
II Greater than or equal to 1.00 to 1.00 but less than 2.00 to 1.00 2.375% 1.375%
III Less than or equal to 1.00 to 1.00 1.875% 0.875%

The terms of the Company’s credit facility agreement also require the Company to pay a fee equal to the non-
use fee rate, as defined. The fee will be payable in arrears, on the last day of each quarter and on the maturity
date.
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Note 8 — Litigation

The Company is involved in lawsuits, claims, investigations, and proceedings, which arise in the ordinary
course of business. If management believes that a loss arising from these matters is probable and can be
reasonably estimated, a loss is recorded. As additional information becomes available, these matters are
assessed and the estimates are revised, if necessary. Based on currently available information, management
believes that the ultimate outcome of these matters, individually and in the aggregate, will not have a material
adverse effect on the Company’s business, financial condition, or results of operation.

Note 9 — Unit-Based Compensation Plan

Effective July 1, 2023, the Members of the Parent Company approved the Equity Co-investment and Incentive
Plan (the “Plan”), authorizing the issuance of Class A and Class B Units in the Parent to certain executives and
directors of the Company. Pursuant to the terms of the Plan, 5,325,000 Class A Units and 8,233,696 Class B
Units were issued and outstanding as of December 31, 2023. Under the Plan, each Class A Unit represents
equity interest in the Parent and each Class B Unit award represents equity interest in the Parent, subject to
vesting as defined in each agreement.

A summary of unit activity under the Plan as of December 31, 2023, and the changes during the period then
ended, is presented below:

Class A Units Class B Units
Outstanding at July 1, 2023 0 0
Granted 5,425,000 8,233,696
Forfeited 100,000 0
Outstanding at December 31, 2023 5,325,000 8,233,696
Vested during the period ended December 31, 2023 0 0
Non-vested at December 31, 2023 0 8,233,696
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Note 10 — Income Taxes

The components of the income tax provision for the period from July 1, 2023 through December 31, 2023 is as
follows:

Current
Federal $ 0
State 0
$ 0
Deferred
Federal $ (748)
State (178)
$ (926)

The provision for income taxes for the period from July 1, 2023 through December 31, 2023 differs from the
amount obtained by applying the U.S. federal income tax rate to pretax income due to the following:

Computed expected tax expense $ 656

Increase (decrease) in taxes resulting from:

State income taxes, net of federal benefit 156

Section 179D energy-efficiency tax deduction (1,794)

Nondeductible expenses 56
$ (926)
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Note 10 — Income Taxes (Continued)
Net deferred tax assets at December 31, 2023 consisted of the following:

Deferred tax assets

Net operating loss carryovers $ 1,672
Operating lease liabilities 982
Accrued expenses 1,179

3,833

Deferred tax liabilities

Property and equipment (677)
Operating lease right-of-use assets (982)
Other (690)
(2,349)
Total net deferred income tax asset $ 1,484

The Company has federal and state net operating loss (NOL) carryforwards of approximately $1,672. The
federal NOL has an unlimited carryforward period and the state NOLs will start to expire in 2043.

Management evaluated the Company’s uncertain tax positions and concluded that the Company had taken no
uncertain tax positions that require adjustment to the consolidated financial statements.

For periods prior to July 1, 2023, the Former Company was an LLC and was not a tax-paying entity for income
tax purposes. Income from the LLC was taxed to its member (CenterPoint Energy) on its corporate return;
therefore, no income tax provision was provided on income for the LLC in the financial statements for the
periods prior to July 1, 2023.
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Note 11 — Employee Benefit Plans

Effective July 1, 2023, the Company formed a new defined contribution plan that included the same provisions
as the Former Company’s defined contribution plan. Both plans include a three percent non-elective
contribution on a per pay period basis; this contribution is made regardless of employee plan participation.
Additionally, employees are auto enrolled in the defined contribution plans at six percent unless they
affirmatively elect not to participate, and the Company will match up to 6 percent. The Company’s contribution
expense for the periods of July 1, 2023 through December 31, 2023 and January 1, 2023 through June 30, 2023
was $1,865 and $2,503, respectively.

Note 12 — Related Party Transactions

The Former Company invested excess cash with VESCO and had the ability to draw from this invested cash as
needed.

For the period ended June 30, 2023, the Former Company had net related-party interest income of $1,759 paid
at VESCO’s borrowing rate.

Effective December 1, 2023, the Company engaged a board member to provide consulting services. The total
consulting fee expense for the year ended December 31, 2023 was $7.

Note 13 — Leases

The Company enters into various operating lease agreements containing equipment and office facility leases.
The leases are long-term noncancelable lease agreements, expiring at various dates through February 2029. The
agreements generally provide for fixed minimum rental payments and the payment of utilities, real estate taxes,
insurance, and repairs for the office facility leases. Lease expense is recognized on a straight-line basis over the
lease term for operating leases.
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Note 13 — Leases (Continued)

The Company uses the incremental borrowing rate in determining the present value of the lease payments
unless the implicit rate is readily determinable. The incremental borrowing rate is based on the information
available at the lease commencement date. When a secured borrowing rate is not readily available, unsecured
borrowing rates are adjusted for the effects of collateral to determine the incremental borrowing rate.

The components of lease expense included in operating expenses on the consolidated statements of operations
and member’s equity for the periods of July 1, 2023 through December 31, 2023, and January 1, 2023 through
June 30, 2023 are as follows:

(Successor) (Predecessor)
July 1, 2023 January 1, 2023

December 31, 2023 June 30, 2023

Operating lease expense $ 754 $ 810
Variable lease expense 4 5
Total lease expense $ 758 $ 815

The following table summarizes the lease-related assets and liabilities recorded in the consolidated balance
sheet at December 31, 2023:

Assets:

Operating lease right-of-use assets $ 3,390
Total leased assets $ 3,390
Liabilities:

Current maturities of operating lease liabilities $ 1,188
Long-term operating lease liabilities 2,591
Total leased liabilities $ 3,779
Weighted-average remaining lease term (in years) - operating leases 3.5
Weighted-average discount rate - operating leases 4.0%
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Note 13 — Leases (Continued)

Cash paid for amounts included in the measurement of operating lease liabilities for the periods of July 1, 2023
through December 31, 2023, and January 1, 2023 through June 30, 2023 are as follows:

(Successor) (Predecessor)
July 1, 2023 January 1, 2023
December 31, 2023 June 30, 2023
Included in operating cash flows $ 772 . $ 842

As of December 31, 2023, the Company’s estimated minimum future operating lease obligations are as follows:

Years Ending December 31,

2024 $ 1,320

2025 1,146

2026 789

2027 721

2028 86

Thereafter 15

Total minimum lease payments 4,077
Less: interest (298)

Present value of operating lease liabilities 3,779
Less current portion (1,188)

Long-term portion of operating lease liabilities $ 2,591
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Note 14 — Major Customers and Large Contracts and Accounts Receivable

Major customers and large contracts and accounts receivable are those greater than ten percent of the respective
total.

For the Successor period from July 1, 2023 through December 31, 2023, there were no major customers. For the
Predecessor period from January 1, 2023 through June 30, 2023, the Company had two major customers from
which revenues totaled $20,431 or 15 percent, and $15,770 or 12 percent, respectively.

At December 31, 2023, the Company had a large accounts receivable balance from one customer totaling
$3,123 or 10 percent.

Note 15 — Subsequent Events

The Company has evaluated subsequent events through March 29, 2024, the date on which the consolidated
financial statements were available to be issued.

On February 29, 2024, the Company acquired 100 percent of the equity of PacificWest Energy Solutions Inc.
(PacificWest). The transaction was accounted for as a business combination. PacificWest was purchased to
strengthen the Company’s position and expand its services in the energy performance contracting industry. The
fair value of consideration transferred is an upfront purchase price of approximately $63,000, and additional
earnout considerations subject to future performance by PacificWest. The Company financed the purchase via
an amended and restated credit agreement with CIBC Bank USA, providing a $40,000 term facility with an
expiration date of March 1, 2029 (61 months), SOFR Loan.
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