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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

R QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2011

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number: 001-34811
Ameresco, Inc.
(Exact name of registrant as specified in its charter)

Delaware 04-3512838
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)

111 Speen Street, Suite 410 01701
Framingham, Massachusetts
(Address of Principal Executive Offices) (Zip Code)
(508) 661-2200
(Registrant's Telephone Number, Including Area Code)
N/A
(Former name, former address and former fiscal year, if changed since last report)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes R No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes R No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definitions of "large accelerated filer," "accelerated filer" and "smaller reporting
company" in Rule 12b-2 of the Exchange Act. (Check one):
Non-accelerated Filer p
Large Accelerated Filer o Accelerated Filer o (Do not check if a smaller reporting Smaller reporting company o
company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
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Indicate the number of shares outstanding of each of the issuer's classes of common stock as of the latest practicable
date.

Class Shares outstanding as of November 4, 2011
Class A Common Stock, $0.0001 par value per share 25,360,711

Class B Common Stock, $0.0001 par value per share 18,000,000
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PART I - FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statements

AMERESCO, INC.
CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets:

Cash and cash equivalents

Restricted cash

Accounts receivable, net

Accounts receivable retainage

Costs and estimated earnings in excess of billings
Inventory, net

Prepaid expenses and other current assets
Income tax receivable

Deferred income taxes

Project development costs

Total current assets

Federal ESPC receivable

Property and equipment, net

Project assets, net

Deferred financing fees, net

Goodwill

Intangible assets, net

Other assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Current portion of long-term debt

Accounts payable

Accrued expenses and other current liabilities
Billings in excess of cost and estimated earnings
Income taxes payable

Total current liabilities

Long-term debt, less current portion

Deferred income taxes

Deferred grant income

Other liabilities

Commitments and contingencies (Note 7)

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

December 31,
2010

$44,691,021
9,197,447
68,584,304
18,452,777
35,556,425
6,780,092
8,471,628
2,511,542
9,908,240
7,556,345
211,709,821
193,551,495
5,406,387
145,147,475
3,412,186
20,580,995
4,598,980
372,697,518
$584,407,339

$4,722,118
95,302,897
12,517,671
27,555,894
2,488,672
142,587,252
202,409,484
12,013,799
4,200,929
28,144,144
$246,768,356

September 30,
2011
(Unaudited)

$31,734,749
12,687,929
143,856,513
18,562,244
55,093,772
8,323,380
10,216,107
9,504,152
12,668,142
8,170,697
310,817,685
236,595,684
6,684,625
169,092,913
3,722,968
41,907,853
13,221,000
6,390,885
477,615,928
$788,433,613

$11,115,586
116,278,050
12,260,683
31,345,206
802,290
171,801,815
325,905,269
24,125,829
6,109,406
29,673,680
$385,814,184
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AMERESCO, INC.
CONSOLIDATED BALANCE SHEETS — (Continued)

December 31,
2010
Stockholders’ equity:
Preferred stock, $0.0001 par value, 5,000,000 shares authorized, no shares §—

issued and outstanding at December 31, 2010 and September 30, 2011

Class A common stock, $0.0001 par value, 500,000,000 shares authorized,

27,925,649 shares issued and 23,092,365 outstanding at December 31, 2010, 2,793
30,150,070 shares issued and 25,316,786 outstanding at September 30, 2011

Class B common stock, $0.0001 par value, 144,000,000 shares authorized,

18,000,000 shares issued and outstanding at December 31, 2010 and September 1,800
30, 2011

Additional paid-in capital 74,069,087
Retained earnings 126,609,101
Accumulated other comprehensive income 3,551,521
Less — treasury stock, at cost, 4,833,284 shares (9,182,571
Total stockholders’ equity 195,051,731
$584,407,339

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

September 30,
2011
(Unaudited)

$—

3,015

1,800

86,725,095
153,088,094
182,181
(9,182,571
230,817,614
$788,433,613

)
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AMERESCO, INC.
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
Three Months Ended September 30,

2010 2011
(Unaudited)
Energy efficiency revenue $147,863,350 $188,718,434
Renewable energy revenue 44,038,079 39,085,134
191,901,429 227,803,568
Direct expenses:
Energy efficiency expenses 121,906,348 155,890,159
Renewable energy expenses 35,114,345 32,058,319
157,020,693 187,948,478
Gross profit 34,880,736 39,855,090
Operating expenses:
Salaries and benefits 8,409,014 10,984,929
Project development costs 2,716,616 5,174,930
General, administrative and other 4,841,508 7,286,542
15,967,138 23,446,401
Operating income 18,913,598 16,408,689
Other expenses, net (Note 10) (2,010,030 (1,359,913
Income before provision for income taxes 16,903,568 15,048,776
Income tax provision (4,862,651 (2,690,196
Net income 12,040,917 12,358,580
Other comprehensive income (loss):
Unrealized loss from interest rate hedge, net of tax (746,087 (1,775,890
Foreign currency translation adjustment 879,842 (2,267,225
Comprehensive income $12,174,672 $8,315,465
Net income per share attributable to common shareholders:
Basic $0.35 $0.29
Diluted $0.28 $0.27
Weighted average common shares outstanding:
Basic 34,434,352 43,116,861
Diluted 43,445,391 46,308,032

The accompanying notes are an integral part of these condensed consolidated financial statements.
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AMERESCO, INC.
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
Nine Months Ended September 30,

2010 2011
(Unaudited)
Revenue:
Energy efficiency revenue $323,578,578 $418,697,750
Renewable energy revenue 115,305,944 121,007,530
438,884,522 539,705,280
Direct expenses:
Energy efficiency expenses 267,495,450 344,499,360
Renewable energy expenses 91,955,471 95,216,122
359,450,921 439,715,482
Gross profit 79,433,601 99,989,798
Operating expenses:
Salaries and benefits 21,893,756 29,232,330
Project development costs 7,893,558 14,839,723
General, administrative and other 16,156,553 17,848,103
45,943,867 61,920,156
Operating income 33,489,734 38,069,642
Other expenses, net (Note 10) (4,082,417 (3,248,919
Income before provision for income taxes 29,407,317 34,820,723
Income tax provision (8,381,084 (8,341,730
Net income 21,026,233 26,478,993
Other comprehensive income (loss):
Unrealized loss from interest rate hedge, net of tax (2,297,667 (1,991,877
Foreign currency translation adjustment 689,797 (1,377,463
Comprehensive income $19,418,363 $23,109,653
Net income per share attributable to common shareholders:
Basic $1.02 $0.63
Diluted $0.53 $0.58
Weighted average common shares outstanding:
Basic 20,563,849 42,275,367
Diluted 39,513,507 45,377,104

The accompanying notes are an integral part of these condensed consolidated financial statements.
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AMERESCO, INC.
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2011

(Unaudited)

Balance,
December 31,
2010
Exercise of
stock options,
net
Stock-based
compensation
expense,
including
excess tax
benefits of
$5,721,385
Foreign
currency
translation
adjustment
Unrealized
loss from
interest rate
hedge, net of
tax

Net income
Balance,
September 30,
2011

Series

A Additional

Preferred

Sto <g(lass B Common Class A Common Paid-in Retained
tock Stock

SAafidrants AmountShares AmountCapital Earnings

-$—18,000,000 $1,800 27,925,649 $2,793 $74,069,087 $126,609,101

2,224421 222 4907423 —

7,748,585 —

26,478,993

Accumulate

Other
Treasury Stock Comprehen
Shares Amount Income

4,833,284 $(9,182,571) $3,551,521

(1,377,463

(1,991,877

-$-18,000,000 $1,800 30,150,070 $3,015 $86,725,095 $153,088,094 4,833,284 $(9,182,571) $182,181

The accompanying notes are an integral part of these condensed consolidated financial statements.
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AMERESCO, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to cash provided by operating activities:
Depreciation of project assets

Depreciation of property and equipment
Amortization of deferred financing fees
Amortization of intangible assets

Provision for bad debts

Stock-based compensation expense

Deferred income taxes

Excess tax benefits from stock-based compensation arrangements
Changes in operating assets and liabilities:
(Increase) decrease in:

Restricted cash draws

Accounts receivable

Accounts receivable retainage

Federal ESPC receivable

Inventory

Costs and estimated earnings in excess of billings
Prepaid expenses and other current assets

Project development costs

Other assets

Increase (decrease) in:

Accounts payable, accrued expenses and other current liabilities
Billings in excess of cost and estimated earnings
Other liabilities

Income taxes payable

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property and equipment

Purchases of project assets

Acquisitions, net of cash received

Net cash used in investing activities

Three Months Ended
September 30,

2010 2011
(Unaudited)

$12,040,917 $12,358,580
4,206,992 2,676,004
589,029 845,947
306,398 106,776

— 501,000

— 154

651,352 432,624
792,193 4,097,831

— (1,819,749 )
53,185,373 20,465,804
(21,103,490 ) (45,257,456 )
(5,204,217 ) (915,906 )
(51,833,048 ) (21,910,697 )
23,790 439,704
(8,859,603 ) 2,294,809
(1,817,278 ) (1,149,248 )
(872,942 ) (1,383,993 )
4,560,707 (1,554,165 )
25,940,748 38,898,718
(1,341,379 ) 4,517,219
337,826 (4,679,466 )
(2,541,814 ) 1,352,618
9,001,554 10,317,108
(877,781 ) (863,145 )
(12,415,691 ) (16,837,529 )
(6,138,941 ) (60,953,588 )
$(19,432,413 ) $(78,654,262 )

The accompanying notes are an integral part of these condensed consolidated financial statements.
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AMERESCO, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

Three Months Ended
September 30,
2010 2011
(Unaudited)
Cash flows from financing activities:
Excess tax benefits from stock-based compensation arrangements $— $1,819,749
Payments of financing fees (402,625 ) (78,924 )
Proceeds from exercises of options and warrants, and issuance of stock 59,649,893 905,557
Proceeds from senior secured credit facility (31,351,119 ) 41,571,429
Restricted cash (1,137,175 ) (1,136,862 )
Repayment of subordinated debt (2,998,750 ) —
Payments on long-term debt (5,755,902 ) (1,444,018 )
Net cash provided by financing activities 18,004,322 41,636,931
Effect of exchange rate changes on cash 498,142 (1,347,221 )
Net increase (decrease) in cash and cash equivalents 8,131,605 (28,047,444 )
Cash and cash equivalents, beginning of period 21,134,396 59,782,193
Cash and cash equivalents, end of period $29,266,001 $31,734,749
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest $710,265 $1,246,530
Income taxes $3,652,142 $1,764,698
Acquisitions, net of cash received:
Accounts receivable $8,354,669 $18,287,718
Accounts receivable retainage 423,927 —
Costs and estimated earnings in excess of billings 1,947,639 11,269,294
Prepaid expenses and other current assets 33,922 95,674
Property and equipment 127,512 604,637
Project assets — 6,970,185
Goodwill 2,539,561 21,262,668
Intangible assets — 13,722,000
Other assets 18,551 52,062
Accounts payable and accrued expenses (7,032,052 ) (7,175,650 )
Billings in excess of cost and estimated earnings (274,788 ) —
Deferred income taxes — (2,500,000 )
Other liabilities — (1,635,000 )
$6,138,941 $60,953,588

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to cash used in operating activities:

Depreciation of project assets

Depreciation of property and equipment
Amortization of deferred financing fees
Amortization of intangible assets

Provision for bad debts

Write-down of long-term receivable

Unrealized loss on interest rate swaps
Stock-based compensation expense

Deferred income taxes

Excess tax benefits from stock-based compensation arrangements
Changes in operating assets and liabilities:
(Increase) decrease in:

Restricted cash draws

Accounts receivable

Accounts receivable retainage

Federal ESPC receivable

Inventory

Costs and estimated earnings in excess of billings
Prepaid expenses and other current assets

Project development costs

Other assets

Increase (decrease) in:

Accounts payable, accrued expenses and other current liabilities
Billings in excess of cost and estimated earnings
Other liabilities

Income taxes payable

Net cash used in operating activities

Cash flows from investing activities:

Purchases of property and equipment

Purchases of project assets

Grant awards received on project assets
Acquisitions, net of cash received

Additional purchase price paid on 2010 acquisition (Note 3)
Net cash used in investing activities

Nine Months Ended
September 30,

2010 2011
(Unaudited)

$21,026,233 $26,478,993
7,623,850 7,126,617
1,234,415 1,927,669
474,403 312,431

— 501,000
— 24,374
2,111,000 —

133,591 —
1,758,503 2,027,200
— 7,243,425
— (5,721,385
108,936,357 98,682,379
(24,037,153 ) (57,839,917
(7,491,725 ) (580,598
(110,522,731 ) (95,550,030
(1,071,268 ) (1,543,288
(16,660,465 ) (8,600,351
(5,518,403 ) (1,812,750
(790,904 ) (623,548
6,582,019 (1,758,820
6,749,903 16,997,701
2,311,175 4,189,191
1,702,081 97,928
(946,361 ) (3,336,415
(6,395,480 ) (11,758,194
(1,361,876 ) (2,669,779
(24,783,062 ) (31,558,420
— 6,695,711
(6,138,941 ) (60,953,588
— (1,956,366
$(32,283,879 ) $(90,442,442

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

Cash flows from financing activities:

Excess tax benefits from stock-based compensation arrangements

Payments of financing fees

Proceeds from exercises of options and warrants, and issuance of stock

Repurchase of stock

Proceeds from senior secured credit facility
Proceeds from long-term debt financing
Restricted cash

Repayment of subordinated debt

Payments on long-term debt

Net cash provided by financing activities
Effect of exchange rate changes on cash
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of period

Supplemental disclosures of cash flow information:

Cash paid during the period for:

Interest

Income taxes

Acquisitions, net of cash received:

Accounts receivable

Accounts receivable retainage

Costs and estimated earnings in excess of billings
Prepaid expenses and other current assets
Property and equipment

Project assets

Goodwill

Intangible assets

Other assets

Accounts payable and accrued expenses
Billings in excess of cost and estimated earnings
Deferred income taxes

Other liabilities

Nine Months Ended

September 30,

2010 2011
(Unaudited)

$— $5,721,385
(1,300,058 ) (623,213 )
60,062,759 4,907,645
(768,970 ) —
(19,915,218 ) 81,571,429
812,398 5,500,089
(5,956,433 ) (2,812,428 )
(2,998,750 ) —
(10,548,598 ) (3,998,627 )
19,387,130 90,266,280
630,690 (1,021,916 )
(18,661,539 ) (12,956,272 )
47,927,540 44,691,021
$29,266,001 $31,734,749
$3,228,744 $3,063,570
$5,052,664 $6,800,454
$8,354,669 $18,287,718
423,927 —

1,947,639 11,269,294
33,922 95,674
127,512 604,637

— 6,970,185
2,539,561 21,262,668
— 13,722,000
18,551 52,062
(7,032,052 ) (7,175,650 )
(274,788 ) —

— (2,500,000 )
— (1,635,000 )
$6,138,941 $60,953,588

The accompanying notes are an integral part of these condensed consolidated financial statements.
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AMERESCO, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

1. DESCRIPTION OF BUSINESS

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

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

The condensed consolidated financial statements as of December 31, 2010 and September 30, 2011, and for the three
and nine months ended September 30, 2010 and 2011, include the accounts of the Company and its wholly-owned
subsidiaries. All significant intercompany transactions have been eliminated. The condensed consolidated financial
statements as of September 30, 2011, and for the three and nine months ended September 30, 2010 and 2011, are
unaudited. In addition, certain information and footnote disclosures normally included in financial statements prepared
in accordance with accounting principles generally accepted in the United States ("GAAP") have been condensed or
omitted. The interim condensed consolidated financial statements reflect all adjustments that are, in the opinion of
management, necessary for a fair presentation in conformity with GAAP. The interim condensed consolidated
financial statements should be read in conjunction with the audited consolidated financial statements for the year
ended December 31, 2010, and notes thereto, included in the Company's annual report on Form 10-K for the year
ended December 31, 2010 filed with the Securities and Exchange Commission on March 31, 2011. The results of
operations for the interim periods should not be considered indicative of results to be expected for the full year.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Codification

The accompanying condensed consolidated financial statements have been prepared in accordance with accounting
standards set by the Financial Accounting Standards Board ("FASB"). The FASB sets generally accepted accounting
principles that the Company follows to ensure its financial condition, results of operations, and cash flows are
consistently reported. References to GAAP issued by the FASB in these notes to the condensed consolidated financial
statements are to the FASB Accounting Standards Codification ("ASC").

A summary of the significant accounting policies consistently applied in the preparation of the accompanying
condensed consolidated financial statements follows.

Principles of Consolidation

The accompanying condensed consolidated financial statements include the accounts of Ameresco, Inc. and its
wholly-owned subsidiaries. All significant intercompany accounts and transactions have been eliminated. Gains and
losses from the translation of all foreign currency financial statements are recorded in the accumulated other
comprehensive income (loss) account within stockholders' equity.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenue and expenses during the reporting period.
The most significant estimates with regard to these condensed consolidated financial statements relate to the
estimation of final construction contract profit in accordance with accounting for long-term contracts, allowance for
doubtful accounts, inventory reserves, project development costs, fair value of derivative financial instruments and
stock-based awards, impairment of long lived assets, income taxes and estimating potential liability in conjunction

17
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with certain commitments and contingencies. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash includes cash on deposit, overnight repurchase agreements and amounts invested in highly liquid money market
funds. Cash equivalents consist of short term investments with original maturities of three months or less. The
Company maintains accounts with financial institutions and the balances in such accounts, at times, exceed federally
insured limits. This

10
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AMERESCO, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - (Continued)

credit risk is divided among a number of financial institutions that management believes to be of high quality. The
carrying amount of cash and cash equivalents approximates their fair value.
Restricted Cash
Restricted cash consists of cash held in an escrow account in association with construction draws for energy savings
performance contracts ("ESPCs") and construction of project assets, as well as cash required under term loans to be
maintained in debt service reserve accounts until all obligations have been indefeasibly paid in full.
Accounts Receivable
Accounts receivable are stated at the amount management expects to collect from outstanding balances. An allowance
for doubtful accounts is provided for those accounts receivable considered to be uncollectible based upon historical
experience and management's evaluation of outstanding accounts receivable at the end of the year. Bad debts are
written off against the allowance when identified. Changes in the allowance for doubtful accounts for the nine months
ended September 30, 2010 and 2011 are as follows:

Nine Months Ended September 30,

2010 2011
Balance, beginning of period $1,602,079 $1,677,278
Charges to costs and expenses — 24,374
Account write-offs and other (17,006 ) 4915
Balance, end of period $1,585,073 $1,706,567

At December 31, 2010 and at September 30, 2011, no customer accounted for more than 10% of the Company's total
accounts receivable.

During the three months ended September 30, 2010 and for the three and nine months ended September 30, 2011, no
customer accounted for more than 10% of the Company's total revenue.

During the nine months ended September 30, 2010 the Company had one customer that accounted for approximately
11.3% of the Company's total revenue.

Accounts Receivable Retainage

Accounts receivable retainage represents amounts due from customers, but where payments are withheld contractually
until certain construction milestones are met. Amounts retained typically range from five percent to ten percent of the
total invoice.

Inventory

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

Prepaid Expenses

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

Federal ESPC Receivable

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

Project Development Costs

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

Property and Equipment

Property and equipment consists primarily of office and computer equipment. These assets are recorded at cost. Major
additions and improvements are capitalized as additions to the property and equipment accounts, while replacements,
maintenance and repairs that do not improve or extend the life of the respective assets, are expensed as incurred.
Depreciation and amortization of property and equipment are computed on a straight-line basis over the following
estimated useful lives:

Asset Classification Estimated Useful Life

Furniture and office equipment Five years

Computer equipment and software costs Five years

Leasehold improvements Lesser of term of lease or five years
Automobiles Five years

Land Unlimited

Project Assets

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

The Company capitalizes interest costs relating to construction financing during the period of construction. The
interest capitalized is included in the total cost of the project at completion. The amount of interest capitalized for the
nine months ended September 30, 2010 was $252,113. No interest was capitalized for the three months ended
September 30, 2010 or the three and nine months ended September 30, 2011.

Routine maintenance costs are expensed in the current year's condensed consolidated statements of income and
comprehensive income to the extent that they do not extend the life of the asset. Major maintenance, upgrades and
overhauls are required for certain components of the Company's assets. In these instances, the costs associated with
these upgrades are capitalized and are depreciated over the shorter of the life of the asset or until the next required
major maintenance or overhaul period. Gains or losses on disposal of property and equipment are reflected in general,
administrative and other expenses in the condensed consolidated statements of income and comprehensive income.dd
The Company evaluates its long-lived assets for impairment as events or changes in circumstances indicate the
carrying value of these assets may not be fully recoverable. The Company evaluates recoverability of long-lived assets
to be held and used by estimating the undiscounted future cash flows before interest associated with the expected uses
and eventual disposition of those assets. When these comparisons indicate that the carrying value of those assets is
greater than the undiscounted cash flows, the Company recognizes an impairment loss for the amount that the carrying
value exceeds the fair value. d

In February and March 2011, the Company received a total of $6,695,711 in grant awards from the U.S. Treasury
Department (the "Treasury") under Section 1603 of the American Recovery and Reinvestment Act of 2009 (the
"Act"). The Act authorized the Treasury to make payments to eligible persons who place in service qualifying
renewable energy projects. The grants are paid in lieu of investment tax credits. All of the proceeds from the grants
were used and recorded as a reduction in the cost basis of the applicable project assets. If the Company disposes of the
property, or the property ceases to qualify as specified energy property, within five years from the date the property is
placed in service, then a prorated portion of the Section 1603 payment must be repaid. For tax purposes, the

Section 1603 payments are not included in federal and certain state taxable income and the basis of the property is
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reduced by 50% of the payment received. Deferred grant income of $4,200,929 and $6,109,406 in the accompanying
condensed consolidated balance sheets at December 31, 2010 and September 30, 2011, respectively, represents the
benefit of the basis difference to be amortized to income tax expense ov