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Strategic report

The directors present their strategic report for the year ended 31 December 2022.

Principal activities and review of the business

The principal activities of the company during the year was the provision of software and managed services
for participants in the energy and utility markets and the sale of pre-accredited energy supply companies.

Macroeconomic factors of rising wholesale energy prices coupled with the war in Ukraine has impacted
our customers with some exiting the market. This led to market consolidation across energy suppliers in
late 2021 and has impacted both revenue and gross profit in 2022, resulting in an 11% fall in both metrics.

We continue to invest heavily in our market leading SaaS software platform and data analytics applications,
which has allowed the roll out of the UK smart grid program to pick up pace in the year and position us
well for the impending technology enablement. The Board and management teams are continually
improving our software services and delivery methodologies ensuring we drive improved service levels
and innovation for both our clients and their end customers.

Learning and development also remains at the forefront of what we do, ensuring our development and
technical teams possess the skills required to meet the market demands of technology innovation. This
has allowed us to continue to take steps to further future proof the business by continuing to invest in our
CRM and Billing solution into the UK market. This will ensure we remain the market leader and have
continued access to new markets as the business returns to growth. Importantly we continue to
successfully invest in new and existing applications within our SaaS software platform, primarily to address
the accelerating UK Smart Grid roll out, Switching programme and Data Analytics market opportunities.

Key performance indicators (KPls)

Management monitors the following KPIs across the company to ensure the business performs in line with
expectations and that issues are identified promptly and efficiency measures can be quantified. The key
KPls are as follows:

e  Revenuereduction - -10.87% (2021: +5.99%)
e Gross profit reduction — -11.08% (2021: +6%)
. EBITDA reduction - -33.6% (2021: -15.1%)

The net current assets of the company as at 31 December 2022 are £56,666,401 (31 December 2021 net
current assets: £48,360,034) . These have increased mainly due to increases in intercompany debtors.

Market

The financial performance was further underpinned by contract wins with the largest energy suppliers in
the sector during 2022. Having seen very few market exits in the year, the financial performance v. 2021
was driven more from the full year impact of those seen in 2021 than from anything significant in 2022.
This will be further strengthened by government legislation and policy and the continued development
investment to widen our product offering to our customer base. We have seen big strides forward in the
mass smart meter rollout in 2022 and we see further market opportunities that this brings to both our
customers and the business.

The slowdown in the number of new independent energy suppliers entering the UK market noted last year
has continued following the wholesale price rises and change in regulatory entry conditions. However, we
continue to see a pipeline of new entrants as large corporate entities with ambitious growth plans and
new technologies continue reviewing the market.




) ESG Global (Energy) Limited
| ]

Strategic report (continued)

The UK Government’s target through DECC (Department of Energy and Climate Change) still remains for
energy suppliers to install some 53 million smart meters by the end of 2024, following OFGEM’s
announcement in 2019 to extended its enforcement powers out to 2024. The continued move to a digital
smart grid infrastructure is driving significant future revenues and data opportunities for the business and
further strengthen our market position in both our core software platforms and services.

Looking ahead, we have strong strategic leaders that will enable us to deliver future years of expansion
and profitable growth. In addition, our new smart grid and analytics innovations provide the potential to
internationalise our operations. The transformation of the UK energy market from “analogue to digital” is
a one-off event and will drive innovation along with opportunity and we firmly believe our people,
expertise, passion and the bond we have with our clients will continue to drive our business to be best in
class and deliver mutual-success. A

Risk management objectives and policies

Risk management is an important element of the management process throughout the Group, of which
ESG Global (Energy) Limited was a part during the financial period, and is considered on a Group basis.
Internal controls have been developed to address the main business risks which are:

Strategic:

The company operates in a new market and seeks to ensure that it delivers effective solutions to its existing
and potential clients.

Operational:
The company’s most important assets are its employees, clients and Intellectual Property Rights (IPR).

Employees are recruited carefully to address the needs of the business. Appropriate training is provided
to support the development of employees.

The needs of the company’s clients are addressed to ensure that they are appropriate, and a dedicated
dispute resolution manager is employed to resolve any issues which may arise.

The company also recognises the importance of its IT infrastructure and back-office systems to deliver its
services. The company has the appropriate controls in place to secure its data and maximise the
operational efficiency of its systems. The company also has controls in place to safeguard the IPR that it
owns. The company also has established procedures to maintain its appropriate accreditations.

Controls exist to ensure information is made available to enable management to monitor the performance
of the company.
Liquidity risk

The Company manages its cash in a manner designed to ensure maximum benefit is gained whilst ensuring
security of investment sources. The Group’s policy on investment of surplus funds is to place deposits at
institutions with strong credit ratings to manage the Company’s credit risk exposure.

Currency risk

The Company have overseas trade receivables, which are paid in Euros directly into a Euro bank account.
As the company has no overseas liabilities these monies are from time to time exchanged to sterling at the
spot rate.

Credit risk
The Company’s credit risk is primarily attributable to trade receivables and cash.

Credit risk with respect to trade receivables is due to the Company trading with a limited number of
companies who are generally large utility companies or financial institutions though there are several small
new entrants who are a greater risk. The Company has reviewed these and does not expect in the normal
course of events that these debts are at significant risk apart from the ones already provided for.
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Strategic report (continued)
The Company is constantly concentrating on recovering certain debts which are overdue.
The directors are satisfied that the appropriate processes are in place to monitor the risks facing the group.

Energy and Carbon reporting

Utility Scope Consumption Conversion rate Tonnes of CO;

Electricity 2 2021: 203,415 kWh | 2021:0.21016 2021: 42.75
2022: 145,927 kWh | 2022: 0.19121 2022: 27.90

Business mileage - cars 3 2021: 41,468 kWh 2021: 0.24792 2021: 10.29
1 2022: 67,304 kWh | 2022: 0.25257 -2022: 17.00

CO; per FTE 2021: 0.16
2022:0.13

Scope 2 relates to the indirect emissions relating to the consumption of purchased electricity for day to
day operations.

Scope 3 relates to other direct emissions.
Measurement basis

To calculate the above consumption figures we have followed the 2019 HM Government Environmental
Reporting Guidelines and used the 2022 UK Governments Conversion Factors for Company Reporting.

Electricity - amount charged by our electricity provider based on the entities consumption over the period
01 January 2022 to 31 December 2022.

Mileage — amount claimed under travel and expense policy over the period 01 January 2022 to 31
December 2022.

Energy efficiency and consumption improvements

The company has installed additional electric vehicle charge points and rolled out an EV salary sacrifice
scheme in the year as we are committed to reducing our CO; footprint year on year and this is provided
free to employees to encourage electric vehicle ownership and use.

Companies Act 2006 Section 172(1) Statement

The Directors are fully aware of the matters contained in section 172(1) (a) to.(f) the Companies Act 2006
(“the Act”) and have considered them as follows:

(a) the likely consequences of any decision in the long term,
See Future Developments section of Directors’ Report.
(b) the interests of the company's employees,
See Employee Involvement section of Directors’ Report.
{c) the need to foster the company's business relationships with suppliers, customers and others,

We act responsibly and fairly with how we engage with our suppliers and customers and aim to co-
operate with parties in an efficient manner, through continuous open, honest and direct
communication, leveraging our relationships within each account.

(d) the impact of the company's operations on the community and the environment,

Please see donations section of the directors’ report regarding contributions to the community.
See Market and Carbon Reporting sections above for environmental contributions.

(e) the desirability of the company maintaining a reputation for high standards of business conduct, and
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See Risk Management section above.

Strategic report (continued)
s
{f) the need to act fairly as between members.of the company.

It is the Boards intention to act fairly between all stakeholders of the business, and take
considerations into account when making decisions, as can be seen throughout this report in the
Employee Involvement, Carbon Reporting, Market and Risk Management sections.

Approved by the Board and signed on its behalf by

M Bridge--Director . — Cee e
o~

18/04/23
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Directors’ report

The directors present their report and audited financial statements for ESG Global (Energy) Limited for the
year ended 31 December 2022.

Results and dividends

The profit before taxation amounted to £7,228,192 (31 December 2021: £12,111,291). Profit for the
financial year after taxation amounted to £7,161,699 (31 December 2021: £10,479,451). The directors do
not recommend payment of a dividend (31 December 2021: £nil).

Future developments

We have seen a continued strategic investment within the business throughout the period in response to
the expanding market and the movement to a “digital utility” market creating numerous opportunities for
growth and innovation. We believe present and future UK legislation and policies will further support the
expansion of our business. We are fully engaged with DECC, Elexon, Ofgem and Ofwat initiatives to
significantly improve the energy and utilities markets through technology change. In the coming years
these initiatives will of course require further software development and analytics capabilities which will
allow us to further develop revenue possibilities.

Risk management objectives and policies

These have been disclosed on pages 2 to 3 of the strategic report.

Research and development

The company continues to invest in research and development principally in respect of the development
of software solutions to manage the industry process, dataflow and automation of core processes for
energy market participants. During the current year, the company has recognised grant income of
£326,165 (2021: £198,006) under the Research and Development Expenditure Credit in respect of
expenditure on qualifying development projects.

Going concern

The directors believe that the use of the going concern basis of accounting is appropriate. The directors
have a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. Thus they continue to adopt the going concern basis of accounting in
preparing the financial statements.

Directors

The directors of the company who were in office during the period and up to the date of signing the
financial statements were:

A Green

M C Hirst

S Gosling (Resigned 1 March 2022)
M Bridge (Appointed 1 March 2022)

Employee involvement

Continued people development is at the core of our business philosophy. We have continued to invest in
our people with further revisions to our training and mentoring academy to ensure the future talent within
the business is cultivated with care. Examples in the year include employee appreciation days and CEO
briefings to recognise colleagues for their efforts.
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Directors’ report (continued)

The Company recognises and seeks to encourage the involvement of its employees, with the aim being the
recruitment, motivation and retention of quality employees throughout the Company. This includes
regular Q&A sessions with senior management and new focus groups and committees, with particular
focus on inclusiveness, wellbeing and diversity.

The Company’s employment policies, including the commitment to equal opportunity, are designed to
attract, retain and motivate employees regardless of sex, race, religion or disability. Equality of treatment
includes full and fair assessment of applications and extends to training and continuing career
development. '

The Company is committed to ensuring and communicating the requirements for a safe and healthy
working environment for all employees, consistent-with health and safety legislation and, wherever
practicable, gives full consideration to applications for employment from disabled persons.

Charitable and political donations

Charitable cash donations of £18,820 were made in the year ending 31 December 2022 (31 December
2021: £18,944). In addition, staff gave their time and contributed to a sporting event completed by
employees. No political donations were made by the Company in either year. Examples of charitable work
in the year include visits to a local charity, Derian House, and also volunteering with tree planting at a local
charity. .

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the
aptitudes of the applicant concerned. In the event of members of staff becoming disabled, every effort is
made to ensure that their employment within the Group continues and that the appropriate training is
arranged. It is the policy of the group that the training, career development and promotion of disabled
persons should, as far as possible, be identical to that of other employees

Strategic report

The company has chosen in accordance with Companies Act 2006, s. 414C(11) to set out in the company's
strategic report information required by Large and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008, Sch. 7 to be contained in the directors' report. It has done so in respect of risk
management objectives and the statement of how directors have paid regard to the need to foster the
company’s business relationships with suppliers, customers and others, and the effect of that, including
on the principal decisions taken by the company during the financial year and in respect of Greenhouse
Gas Emissions, Energy Consumption and Energy Efficiency.

Disclosure of information to the auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are
each aware, there is no relevant audit information of which the company’s auditors are unaware; and each
director has taken all the steps that he ought to have taken as a director to make himself aware of any
relevant audit information and to establish that the company’s auditors are aware of that information.

Independent auditors

The auditor, RSM UK Audit LLP, is deemed to be reappointed under section 487(2) of the Companies Act
2006.

On behalf of the Board
=_

M Bridge
Director
Registered number 02931236

18/04/23
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Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial
statements in accordance with applicable law and regulation. ’

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have prepared the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland”, and applicable law). Under company
law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period. In preparing the financial statements, the directors are.required to:-

U select suitable accounting policies and then apply them consistently;

. state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject to any material departures disclosed and explained in the financial statements;

U make judgements and accounting estimates that are reasonable and prudent; and

. prepare the financial statements on the going concern basis unless it is inappropriate to presume

that the company will continue in business.

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ESG GLOBAL (ENERGY) LIMITED

Opinion

We have audited the financial statements of ESG Global (Energy) Limited (the ‘company’) for the year
ended 31 December 2022 which comprise the profit and loss account and other comprehensive income,
the balance sheet, the statement of changes in equity and notes to the financial statements, including
significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards, including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted

‘Accounting Practice).

In our opinion, the financial statements:
e give a true and fair view of the state of the company’s affairs as at 31 December 2022 and of its
profit for the year then ended;
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice;
e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion .

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK}) and
applicable law. 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 independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis
of accounting in the preparation of the financial statements is appropriate. )

Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the company’s ability to
continue as a going concern for a period of at least twelve months from when the financial statements are
authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in
the relevant sections of this report.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information
contained within the annual report. Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated in our report, we do not express any form
of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information
is materially inconsistent with the financial statements or our knowledge obtained in the course of the
audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether this gives rise to a material
misstatement in the financial statements themselves. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that
fact.

We have nothing to report in this regard.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ESG GLOBAL (ENERGY) LIMITED

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
e the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and
e the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to report by exception -

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report or the directors’
report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:
e adequate accounting records have not been kept, or returns adequate for our audit have not
been received from branches not visited by us; or
e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 7, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the directors determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the 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 a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

The extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities are instances of non-compliance with laws and regulations. The objectives of our audit are -
to obtain sufficient appropriate audit evidence regarding compliance with laws and regulations that have
a direct effect on the determination of material amounts and disclosures in the financial statements, to
perform audit procedures to help identify instances of non-compliance with other laws and regulations
that may have a material effect on the financial statements, and to respond appropriately to identified or
suspected non-compliance with laws and regulations identified during the audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement
of the financial statements due to fraud, to obtain sufficient appropriate audit evidence regarding the
assessed risks of material misstatement due to fraud through designing and implementing appropriate
responses and to respond appropriately to fraud or suspected fraud identified during the audit.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ESG GLOBAL (ENERGY) LIMITED

However, it is the primary responsibility of management, with the oversight of those charged with
governance, to ensure that the entity's operations are conducted in accordance with the provisions of laws
and regulations and for the prevention and detection of fraud.

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud, the
audit engagement team:

e obtained an understanding of the nature of the industry and séctor, including the legal and
regulatory framework that the company operates in and how the company is complying with the
legal and regulatory framework;

e inquired of management, and those charged with-governance, about their own identification and
assessment of the risks of irregularities, including any known actual, suspected or alleged
instances of fraud;

e discussed matters about non-compliance with laws and regulations and how fraud might occur
including assessment of how and where the financial statements may be susceptible to fraud

As a result of these procedures we consider the most significant laws and regulations that have a direct
impact on the financial statements are FRS 102 and compliance with the Companies Act 2006. We
performed audit procedures to detect non-compliances which may have a material impact on the financial
statements which included, reviewing financial statement disclosures.

The most significant laws and regulations that have an indirect impact on the financial statements are
those in respect of the transfer of data under the Smart Energy Code. We performed audit procedures to
inquire of management whether the company has been in compliance with these laws and regulations,
reviewed meeting minutes, reviewed evidence of relevant certifications held and reviewed
correspondence.

The audit engagement team identified the risk of management override of controls and revenue
recognition as the areas which the financial statements were most susceptible to material misstatement
due to fraud. Audit procedures performed included but were not limited to testing manual journal entries
and other adjustments, and evaluating the business rationale in relation to any significant, unusual
transactions and transactions entered into outside the normal course of business, challenging judgments
and estimates. We performed analytical procedures on revenue and supplemented this with substantive
testing on revenue and deferred income.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at: http://www.frc.org.uk/auditorsresponsibilities This description
forms part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the company and the company’s members as a body, for our audit work, for this report, or for the opinions
we have formed.

Alnstnér Nuttndl

Alastair John Richard Nuttall ACA (Senior Statutory Auditor)

For and on behalf of RSM UK Audit LLP, Statutory Auditor

Chartered Accountants

Bluebell House

Brian Johnson Way

Preston

Lancashire, PR2 5PE  18/04/23
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- Profit and loss account and other comprehensive income
for the year ended 31 December 2022

Year ended Year ended

31 December 31 December

. 2022 2021

~Note £ £

Turnover 2 34,226,964 38,403,319

" Cost of sales - s - (511,880) ° (486,843)

Gross profit ' 33,715,084 37,916,476

Administrative expenses (26,807,402) (26,001,891)

Other operating income 6 326,165 198,006

Operating profit 3 7,233,847 12,112,591

Interest payable and similar expenses ’ (5,655) (1,300)

Profit before taxation 7,228,192 12,111;291

Tax on profit 7 68,526 (1,631,840)

Profit for the financial year 7,296,718 10,479,451

Other comprehensive income . - -
Total comprehensive income for the year 7,296,718 10,479,451 -

All amounts relate to continuing activities.

11



ESG Global (Energy) Limited

Balance sheet

as at 31 December 2022

As at As at
31 December 31 December
2022 2021
Note £ £
Non-Current assets
Tangible assets 9 2,314,839 3,521,111
2,314,839 3,521,111
Current assets
Stocks 1 44,073 68,804
Debtors 12 52,894,771 44,539,471
Cash at bank and in hand 7,360,506 6,566,185
60,299,350 51,174,460
Creditors: amounts falling due within one year 13 (3,632,949) (2,814,426)
Net current assets 56,666,401 48,360,034
Total assets less current liabilities 58,981,240 51,881,145
Provision for liabilities 10 (8,796) (205,420)
Net assets 58,972,444 51,675,726
Capital and reserves
Called up share capital 17 5,000 5,000
Profit and loss account 18 58,967,444 51,670,726
Total Shareholders’ funds 58,972,444 51,675,726
The notes on pages 14 to 26 form part of these financial statements.
The financial statements on pages 11 to 26 were approved by the Board of Directors and are signed on
their behalf.
o~z
M Bridge
Director
Registered number 02931236
18/04/23
12
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ESG Global (Energy) Limited

Statement of changes in equity
for the year ended 31 December 2022

Called up share  Profit and loss Shareholders’

capital account funds
£ £ £
At 1 January 2021 ) ' 5,000 41,191,275 41,196,275
Total comprehensive income for the year - - 10,479,451 10,479,451
As at 31 December 2021 and 1 January 2022 5,000 51,670,726 51,675,726
Total comprehensive income for the year - 7,296,718 7,296,718
At 31 December 2022 ‘ 5,000 58,967,444 58,972,444

13



ESG Global (Energy) Limited

Notes to the financial statements
for the year ended 31 December 2022

ESG Global (Energy) Limited (Company number 02931236) is a private company limited by shares
registered incorporated and domiciled in England and Wales. The registered office and principal place of
business is: Brisance House, Euxton Lane, Euxton, Chorley, Lancashire, PR7 6AQ.

The principal activities of the company during the year was the provision of software and managed services
for participants in the energy and utility markets and the sale of pre-accredited energy supply companies.

1. Accounting policies
Basis of preparation

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the
Companies Act 2006, including the provisions of the Large and Medium sized Companies and Groups
{Accounts and Reports) Regulations 2008, and under the historical cost convention. The accounting
policies have been applied consistently.

The presentation currency of these financial statements is sterling. Monetary amounts in these financial
statements are rounded to the nearest whole £1 except where otherwise indicated.

The Company adopted the amendment(s) to FRS 102 published in the Triennial Review 2017.

The Company’s parent undertaking includes the Company in its consolidated financial statements. The
consolidated financial statements of ESG-Utiligroup Holdings LLC are available to the public and may be
obtained from Companies House, Crown Way, Maindy, Cardiff, CF14 3UZ. In these financial statements,
the Company is considered to be a qualifying entity (for the purposes of the FRS) and has applied for the
exemptions available under the FRS 102 in respect of the following disclosures:

e Section 7- Cash flow statement and related notes.

As the consolidated financial statements of ESG-Utiligroup Holdings LLC include the equivalent
disclosures, the Company has also taken the exemptions under FRS 102 available in respect of the
following disclosures:

e Section 11 - The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12
Other Financial Instrument Issues in respect of financial instruments not falling within the fair
value accounting rules of Paragraph 36(4) of Schedule 1.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all
periods presented in these financial statements, other than where new policies have been adopted.

e Section 33 — ‘Related Party Disclosures’ — compensation of key management personnel and
transactions between wholly owned group subsidiaries.

Going concern

The directors believe that the use of the going concern basis of accounting is appropriate. The directors
have a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. The directors have considered new external risks in the year when
preparing forecasts, namely the war in Ukraine and the current levels of inflation, and are taking the
necessary actions to insulate the business. Thus they continue to adopt the going concern basis of
accounting in preparing the financial statements.

Revenue

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods and services provided in the normal course of business, net of discounts and other
sales related taxes.

The supply of managed services are invoiced and the income is recognised when the contractual terms are
met.

14



ESG Global (Energy) Limited

Notes to the financial statements (continued)
for the year ended 31 December 2022

1. Accounting policies (continued)
Group financial statements

Under the provision of section 401 of the Companies Act 2006, the Company is exempt from preparing
group financial statements as it is consolidated within the financial statements of its parent undertaking
and controlling party, ESG-Utiligroup Holdings, LLC.

Investments
Fixed asset investments

Interests in subsidiaries, associates and jointly controlled entities are initially measured at cost and
subsequently measured at cost less any accumulated impairment losses.

Interests in subsidiaries, associates and jointly controlled entities are assessed for impairment at each
reporting date. Any impairments losses or reversals of impairment losses are recognised immediately in
profit or loss. ’

Financial instruments

The Company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ of FRS 102,
in full, to all of its financial instruments.

Recognition and measurement of financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provisions of the instrument.

Classification of financial instruments

Financial instruments are classified as liabilities and equity instruments according to the substance of the
contractual arrangements entered into. An equity instrument is any contract that evidences a residual
interest in the assets of the Company after deducting all of its liabilities.

Financial assets and liabilities at amortised cost
Trade, group and other debtors

Trade, group and other debtors (including accrued income) which are receivable within one year and
which do not constitute a financing transaction are initially measured at the transaction price and
subsequently measured at amortised cost, being the transaction price less any amounts settled and any
impairment losses.

Where the arrangement with a debtor constitutes a financing transaction, the debtor is initially
measured at the present value of future payments discounted at a market rate of interest for a similar
debt instrument and subsequently measured at amortised cost using the effective interest method. The
effective interest rate is the market rate used to determine initial measurement adjusted to amortise
directly attributable transaction costs.

Trade creditors, group and other creditors

Trade, group and other creditors (including accruals) payable within one year that do not constitute a
financing transaction are initially measured at the transaction price and subsequently measured at
amortised cost, being transaction price less any amounts settled.

Where the arrangement with a creditor constitutes a financing transaction, the creditor is initially
measured at the present value of future payments discounted at a market rate of interest for a similar
instrument and subsequently measured at amortised cost, being transaction price less any amounts
settled and the cumulative amortisation (using the effective interest method) of any difference between
the amount at initial recognition and the maturity amount. The effective interest rate is the rate that
discounts estimated future cash payments to the carrying amount of the financial liability.
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Notes to the financial statements (continued)
for the year ended 31 December 2022

1. Accounting policies (continued)

Equity
Equity instruments

Financial instruments classified as equity instruments are recorded at the fair value of the cash or other
resources received or receivable, net of transaction costs, unless the equity instruments are issued to
extinguish a financial liability due to a shareholder or a party under common control, or in accordance
with the original terms of the financial liability.

Derecognition of financial assets and liabilities

A financial asset is derecognised only when the contractual rights to cash flows expire or are settled, or
substantially all the risks and rewards of ownership are transferred to another party, or if some {but not
substantially all) risks and rewards of ownership are retained but control of the asset has transferred to
another party that is able to sell the asset in its entirety to an unrelated third party.

A financial liability (or part thereof) is derecognised when the obligation specified in the contract is
discharged, cancelled or expires.

Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and any recognised impairment
loss. Cost comprises purchase price and other directly attributable costs. Depreciation is charged so as to
write off the cost of assets to their residual values over their estimated useful lives, using the straight-
line method, on the following bases:

Leasehold improvements - over the lease term
Fixtures and fittings T - 5 years
Equipment - 3 years

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognised in the profit and loss account.

The asset residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
date. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

Research and development

Expenditure undertaken by the Company on research activities is recognised in the profit and loss
account as incurred.

Expenditure on development costs which relates to the application of research to the development of
new products or processes are now also recognised in the profit and loss account as incurred.

The company makes an annual claim under the Research and Development Expenditure Credit scheme.
Stock

Stocks are measured at the lower of cost and estimated selling price less costs to complete and sell. Cost
comprises direct materials and, where applicable, direct labour costs and those overheads that have
been incurred in bringing the stocks to their present location and condition.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
stocks over its estimated selling price less costs to complete and sell is recognised as an impairment loss
profit and loss. Reversals of impairment losses are also recognised in profit and loss.
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Notes to the financial statements (continued)
for the year ended 31 December 2022

1.  Accounting policies (continued)
Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date.

Taxation

Tax on the profit or loss for the period comprises current and deferred tax. Tax is recognised in the profit
and loss account except to the extent that it relates to items recognised directly in equity or other
comprehensive income, in which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income of loss for the year, using tax
rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in
respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in
tax assessments in periods different from those in which they are recognised in the financial statements.
The following timing differences are not provided for: differences between accumulated depreciation and
tax allowances for the cost of a fixed asset if and when all conditions for retaining the tax allowances have
been met; and differences relating to investments in subsidiaries, to the extent that it is not probable that
they will reverse in the foreseeable future and the reporting entity is able to control the reversal of the
timing difference. Deferred tax is not recognised on permanent differences arising because certain types
of income or expense are non-taxable or are disallowable for tax or because certain tax charges or
allowances are greater or smaller than the corresponding income or expense.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related
difference, using tax rates enacted or substantively enacted at the balance sheet date. Deferred tax
balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable
that they will be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Leasing commitments

Rentals payable under operating leases are charged to profit and loss on a straight line basis over the term
of the lease. Rent free periods or other incentives received for entering into an operating lease are
accounted for as a reduction to the expense and are recognised on a straight line basis over the lease term.

Employee benefits policy

Termination benefits are recognised immediately as an expense when the company is committed to
terminate the employment of an employee or to provide termination benefits.

Critical accounting judgements and key source of estimation uncertainty )

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the application of the accounting policies and the reported amounts of assets and
liabilities, revenue and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are reasonable under the circumstances.
Revisions to accounting estimates are recognised in the period in which the estimates are revised and in
any future periods affected.
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Notes to the financial statements (continued)
for the year ended 31 December 2022

1. Accounting policies (continued)

The estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are addressed below.

i) Useful economic lives of tangible assets

The annual depreciation charge for tangible fixed assets is sensitive to changes in the estimated useful
economic lives and residual values of assets. The useful economic lives and residual values are assessed
annually. They are amended when necessary to reflect current estimates, based on technological
advancements, future investments, economic utilisation and the physical condition of the assets. See
note 9 for the carrying amount of tangible fixed assets and note 1 for the useful economic lives for

each class of asset.

2. Turnover

Turnover, which is stated net of value added tax, represents amounts invoiced to third parties and is

attributable to one continuing activity, as stated in the strategic report.
All turnover is generated for operations solely within the UK.

Turnover analysed by category was as follows:

31 December

31 December

2022 2021

£ £

Licence and managed services 31,539,385 34,579,989
Professional services 2,687,579 3,823,330
34,226,964 38,403,319

3. Operating profit
Operating profit is stated after charging / (crediting):

31 December 31 December

2022

Note £

Depreciation of owned fixed assets 9 1,930,859
Operating lease rentals — buildings 398,962
Research and development expenditure credit claim (326,165)
Loss on disposal of tangible fixed assets -
Statutory Audit Services 85,000
Tax and related services 59,640

2021
£

1,693,544
371,909
(198,006)
21,672
74,000
20,075
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ESG Global (Energy) Limited

4. Staff costs

31 December 31 December

2022 . 2021

£ £

Wages and salaries 15,440,891 14,388,686
Social security costs 1,673,255 1,502,415
Other pension costs 660,794 625,015

17,774,940 16,516,116

The average' monthly number of employees during the year was made up as follows:

31 December 31 December

2022 2021
No. No.
Administration 333 342

5. Directors’ emoluments
31 December 31 December

2022 2021

£ £
Total emoluments (excluding pension contributions) 636,495 584,287
Pension contributions - 25,124 18,188
Other benefits 15,907 2,665
Total 677,526 605,140
Emoluments of the highest paid director
Total emoluments (excluding pension contributions) 248,745 238,080
Pension contributions 9,188 9,188
Other benefits 4,170 744
Total ‘ 262,103 248,012

The Directors remuneration is in relation to their services to the Utiligroup Group as a whole. These
costs were borne by ESG Global (Energy) Limited, and no recharge was made. The directors of the
company are also directors of the holding company and fellow subsidiaries. The directors do not believe
that it is practicable to apportion this amount between their services as directors of the company and
their services as directors of the holding and fellow subsidiary companies.

Other than the directors disclosed on within these financials, the company has 313 employees as at 31
December 2022 (period ended 31 December 2021: 331).

The number of directors to whom retirement benefits are accruing under the money purchases schemes
was 3(2021: 2).
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6. Other operating income
31 December 31 December

2022 2021

£ £

Research and development expenditure credit claim 326,165 198,006
326,165 198,006

- 7. Tax on profit

(a) Total tax expense recognised in the profit and loss account and other comprehensive income:

31 December 31 December

2022 2021
£ £

Current tax:
UK corporation tax at 19% (31 December 2020: 19%) 128,098 1,614,650
Adjustments in respect of prior periods - (136,588)
Total current tax 128,098 1,478,062
Deferred tax:
Origination and reversal of timing differences (149,434) 137,399
Effect of decreased tax rate on opening balance (47,190) 16,325
Adjustments in respect of prior periods - 54
Total deferred tax (196,624) 153,778
Total tax

(68,526) 1,631,840

All tax is recognised within the profit andloss account for the current year and prior period.
(b) Factors affecting total tax for the year

The standard rate of corporation tax in the UK of 19% (31 December 2020: 19%). The differences
are explained below:

31 December 31 December

2022 2021

£ £

Profit before taxation ' 7,228,192 12,114,904
Profit before taxation multiplied by standard rate of corporation

tax in the UK of 19% (31 December 2020: 19%) 1,373,356 2,301,832
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7. Tax on profit (continued)

Effects of:

Expenses not deductible for tax purposes 28,244 203,823
Effect of change in tax rate (47,190) 49,301
Group relief claimed ’ ’ (1,382,549) (714,691)
Capital allowances in excess of depreciation (40,387) (71,891)
Adjustments in respect of prior periods - (136,588)
Adjustments to tax charge in respect of prior periods — deferred - 54
tax

Total tax expense included in the profit and loss account (68,526) 1,631,840

(c) Deferred tax

£
At 1 January 2022 (note 10) ) 205,420
Provided during the year (196,624)
Adjustment in respect of prior years -
At 31 December 2022 (note 10} 8,796

(d) Factors that may affect future tax charges

In the budget on 3 March 2021, the UK Government announced an increase in the main UK corporation
tax rate from 19% to 25% with effect from 1 April 2023. The change in rate was substantively enacted on
24 May 21 and therefore deferred tax has been calculated at 25%.

8. Investment

Subsidiary
undertakings
Cost and net book value: £
As at 1 January 2022 and 31 December 2022 . - :
Details of subsidiaries are as follows:
Proportion of
voting rights
Country of and shares
incorporation Holding held Nature of business
Draig Technology Ltd England  Ordinary shares 100% Dormant

All UK subsidiaries are registered at Brisance House, Euxton Lane, Euxton, Chorley, Lancashire, PR7 6AQ.
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1
Notes to the financial statements (continued)
for the year ended 31 December 2022
9. Tangible assets
Leasehold Fixtures
improvements and fittings Equipment Total
£ £ £ £

Cost:
At 1 January 2022 79,745 1,111,775 8,711,574 9,903,094
Additions 19,779 - 704,807 724,586
Disposals - (73,489) {935,582) (1,009,071)
At 31 December 2022 99,524 1,038,286 8,480,799 9,618,609
Accumulated depreciation
At 1 January 2022 42,273 718,825 5,620,884 6,381,982
Eliminated on disposals - (73,489)  (935,582) (1,009,071)
Charge for the year 6,903 152,945 1,771,011 1,930,859
At 31 December 2022 49,176 798,281 6,456,313 7,303,770
Net book value:
At 31 December 2022 50,348 240,005 2,024,486 2,314,839
At 31 December 2021 37,472 392,950 3,090,690 3,521,111

10. Deferred Tax Asset/(Provision)

Deferred taxation provided in the financial statements are as follows:

Fixed asset timing differences
Other timing differences

There are no unrecognised deferred tax assets or liabilities.

At 1 January 2022
Provided during the year
Adjusted in respect of prior years

At 31 December 2022

31 December -31 December
2022 2021

£

(34,963) (232,629)
26,167 27,209
(8,796) (205,420)

£
205,420
(196,624)
8,796
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11. Stocks
31 December 31 December
2022 2021
£ £
Companies held for resale 44,073 68,804

Companies held for resale represent costs incurred in achieving accredited energy-supplier status for
Limited companies held for sale.

12. Debtors
31 December 31 December
2022 2021
£ £
Trade debtors 5,374,660 5,952,511
Amounts owed by group undertakings ) ' 45,014,852 36,670,936
Prepayments and accrued income 1,520,264 1,330,624
Corporation tax receivable 984,995 585,400

52,894,771 44,539,471

Amounts owed by group undertakings are unsecured, interest free and repayable on demand.

13. Creditors: amounts falling due within one year

31 December 31 December

2022 2021

£ £

Trade creditors 133,163 133,025
Corporation tax payable - -
Other taxation and social security 1,507,318 1,065,013
Accruals 1,245,492 967,601
Deferred income. 746,976 648,787
3,632,949 2,814,426

Included within other tax and social security is £104,666 relating to outstanding contributions payable to
the pension scheme (2021: £108,833).

There is a £80,000 secured deposit with Lloyds bank against the Lloyds credit card, of which the creditor is
included in Trade creditors.

The company has a charge over its assets, dated 11 March 2022, in relation to group borrowings.
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Notes to the financial statements (continued)
for the year ended 31 December 2022

14. Commitments under operating leases

Future minimum rentals payable under non-cancellable operating leases are as follows:

31 December 31 December

2022 12021
Land and buildings
£
Within one year 362,823 348,281
In two to five years 1,713,325 1,633,411
Over five years 803,886 1,246,623
2,880,034 3,228,315

15. Share based payment transactions

The profit interest units are those operated by the ultimate parent company, they were granted on a
discretionary basis to existing or new executives pursuant to executive investment agreement approved
by the board. These grants of options are accounted for under section 26 of FRS 102- Share Based
Payments.

The exercise price is the fair value of the award at the date of grant. The cost is recognised on a straight-
line basis over the vesting period of the underlying award. The fair value of the profit interest unit awards
was determines using a Black-Scholes pricing model. The assumptions used in calculating the fair value of
profit interest unit awards represent management’s best estimate.

The following are the weighted averages of the variables used to estimate the profit interest units’ fair

value:

Exercise price — Each award contains a distribution threshold, as defined in the award, which
establishes a price level at which the share will begin to participate in the event of a liquidity
event.

Term — Management estimates the term to be 7 years for shares granted in 2017 and 5 years for
shares granted in 2019, 2021 and those granted in 2022.

Volatility — Management has determined the volatility for awards based on analysis of reported
data for a group of peer guideline companies over a period that matches the term assumption for
these units. Management has determined the volatility for awards to be 35% for shares granted
in 2017. .

Risk Free Rate — A risk-free rate for a security with a 5 year maturity was used based on an
interpolation of the US Treasury bond rates for securities with 5 year maturities for shares granted
in 2017 and the shares granted in 2019, 2021 and 2022.

Dividend Rate — The Company does not anticipate paying regular dividends, other than dividends
to members for tax obligations, in the foreseeable future; therefore the expected dividend yield
is expected to be zero.
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Notes to the financial statements (continued)
for the year ended 31 December 2022

Share based payment transactions (continued)

A reconciliation of option movements over the period to 31 December 2022 and year to 31 December

2021 is shown below:

31 December

31 December

2022 2021

Weighted

Weighted average

average exercise

Number exercise price Number price

Outstanding at 1 January 4,819,863 0.14 3,999,273 0.11

Granted in the period 527,000 0.35 840,000 0.30

Forfeited in the period 12,940 0.23 19,410 0.17
Exercised in the period

Outstanding at 31 5,333,923 0.16 4,819,863 0.14

December

Exercisable at 31 December -

The total charge for the year relating to employee share based payment plans was £121,340 (2021 -

£151,850) all of which related to equity settled share based payment transactions.

16. Related party transactions

The company has taken advantage of the exemption available under FRS 102 not to disclose transactions
with other group companies which meet the criteria that all subsidiary undertakings which are party to

the transactions are wholly owned by the ultimate controlling parent.

17. Called up share capital

Authorised:

250,000 (2020: 250,000} Ordinary ‘A’ shares of £0.01
250,000 (2020: 250,000} Ordinary ‘B’ shares of £0.01

Allotted, called up and fully paid:

250,000 (2020: 250,000) Ordinary ‘A’ shares of £0.01
250,000 (2020: 250,000) Ordinary ‘B’ shares of £0.01

31 December 31 December

2022 2021

£ £
250,000 250,000
250,000 250,000
500,000 500,000

31 December 31 December

2022 2021
£ £
2,500 2,500
2,500 2,500
5,000 5,000
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Notes to the financial statements (continued)
for the year ended 31 December 2022

17. Called up share capital {continued)

A and B class shares have equal voting rights of 1 vote per share.

The Company's objectives when managing capital are to safeguard the Company's ability to continue as
a going concern in order to provide returns for shareholders and maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends
paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

18. Reserves

Profit and loss reserve - cumulative profit and loss net of distribution to owners.

19. Ultimate parent company

The company is a wholly owned subsidiary of Utiligroup Holdings Limited, a company incorporated in
England & Wales. Following the company sale by its owners on 14 April 2017, the Ultimate parent is
Accel-KKR by virtue of its controlling holding in ESG-Holdings LLC. ESG-Utiligroup Holdings LLC is both the
smallest and largest group for which group financial statement are prepared and in which the company
is included. The consolidated financial statements of ESG-Utiligroup Holdings LLC are available to the
public and may be obtained from Companies House, Crown Way, Maindy, Cardiff, CF14 3UZ.
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Report of Independent Auditors
To Management and the Board of Directors of ESG-Utiligroup Holdings, LLC

Opinion

We have audited the accompanying consolidated financial statements of ESG-Utiligroup Holdings, LLC
and its subsidiaries (the “Company”), which comprise the consolidated statements of financial position as
of December 31, 2022 and 2021, and the related consolidated statements of operations, comprehensive
loss, changes in members’ capital (deficit) and cash flows for the years then ended, including the related
notes (collectively referred to as the “consolidated financial statements”).

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,

the financial position of the Company as of December 31, 2022 and 2021, and the results of its operations
and its cash flows for the years then ended 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 (US GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
required to be independent of the Company 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.

Emphasis of Matter

As discussed in Notes 3 and 5 to the consolidated financial statements, the Company changed the
manner in which it accounts for leases in 2022. Our opinion is not modified with respect to this matter. .

Responsibilities of Management for the Consolidated 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 the Company's ability
to continue as a going concern for one year after the date the financial statements are available to be
issued.

PricewaterhouseCoopers LLP, 101 Seaport Boulevard, Suite 500, Boston, MA 02210
T: (617) 530 5000, www.pwc.com/us
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Auditors’ Responsibilities for the Audit of the Consolidated 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 auditors’
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 US GAAS wiill
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 US GAAS, we:

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

. Identify 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.

¢  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 the Company’s internal control. Accordingly, no such opinion is expressed.

o  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. .

¢  Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Company’s 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. T

nstihosas oD JLP

Boston, Massachusetts
March 31, 2023



ESG-Utiligroup Holdings, LLC and Subsidiaries
Consolidated Statements of Financial Position
December 31, 2022 and 2021

(in thousands)

Assets
Current assets
Cash and cash equivalents
Accounts receivable, net
Unbilled accounts receivable
Prepaid expenses and other current assets
Income tax receivable

Total current assets

. Noncurrent assets
Property and equipment, net
Goodwill, net
Intangible assets, net
Deferred costs, net
Operating lease right-of-use assets, net
Other assets, net

Total noncurrent assets

Total assets

Liabilities and Members' Capital

Current liabilities
Accounts payable
Accrued expenses .
Term loan, current portion (Note 14)
Deferred revenue, current portion
Operating lease liabilities, current portion

Total current liabilities
Noncurrent liabilities
" Term loan, net of current portion (Note 14)

Deferred revenue, net of current portion
Deferred tax liabilities
Operating lease liabilities, net of current portion
Other liabilities

Total noncurrent liabilities
Total liabilities
Commitments and contingencies (Note 9)
Members' capital
Contributed capital

Accumulated deficit
Accumulated other comprehensive (loss) income

Total members' (deficit) capital - ESG-Utiligroup
Holdings, LLC
Noncontrolling interests in consolidated subsidiaries
Total members' (deficit) capital
Total liabilities and members' capital

2022 2021
19,042 § 21,871
10,898 12,920

4,075 4132
4,293 3,520
787 534
39,095 42,977
5,509 7,169
78,993 105,488
5,918 12,916
2,887 3,102
3,960 -
4,945 8,084
102,212 136,759
141,307 $ 179,736
697 $ 1,530
4,928 4,722
1,450 13,860
2,759 4,495
920 -
10,754 24,607
137,719 139,410
1,751 1,208
11 328
3,092 -

- 177
142,573 141,123
153,327 165,730
108,451 108,407
(119,291) (102,002)
(4,292) 3,548
(15,132) 9,953
3,112 4,053
(12,020) 14,006
141,307 179,736

The accompanying notes are an integrat part of these consolidated financial statements.
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ESG-Utiligroup Holdings, LLC and Subsidiaries
Consolidated Statements of Operations
Years Ended December 31, 2022 and 2021

(in thousands)

Revenues
Subscription
Services

Total revenues

Operating expenses

Selling, general and administrative expenses
Amortization expense .

Depreciation expense

Total operating expenses
(Loss) income from operations
Other expense (income)

Interest expense, net
Rental income

Foreign currency transaction (gains) losses, net

Total other expenses, net
Loss before income taxes

Benefit from (provision for) income taxes
Net loss

Net loss attributable to noncontrolling interests

Net loss attributable to ESG-Utiligroup Holdings, LLC

2022 2021
$ 79006 $ 90,335
6,925 8.405

85931 98,740

64314 66,061

25752 28.969

3.2565 3554

93 321 98,584

(7.390) 156

11,723 12,116
(513) (404)

(189) 136

11,021 11,848
(18,411) (11,692)
253 (2.395)
(18,158) (14.087)
(657) (510)
$ (17501) $ (13.577)

The accompanying notes are an integral part of these consolidated financial statements.
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ESG-Utiligroup Holdings, LLC and Subsidiaries
Consolidated Statements of Comprehensive Loss
Years Ended December 31, 2022 and 2021

(in thousands)

Net loss $
Other comprehensive loss
Foreign currency translation adjustments

Comprehensive loss

Less: Comprehensive loss attributable to
noncontrolling interests, net of tax

Comprehensive loss attributable to ESG-Utiligroup
Holdings, LLC $

2022 2021

(18,158) (14,087) -
(8,124) (426)
(26,282) (14,513)
(941) (525)
(25,341) (13,988)

The accompanying notes are an integral part of these consolidated financial statements.
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ESG-Utiligroup Holdings, LLC and Subsidiaries

Consolidated Statements of Changes in Members’ Capital (Deficit)

Years Ended December 31, 2022 and 2021

(in thousands, except
per unit amounts)

Balances at December 31, 2020
Unit-based compensation expense

Other comprehensive loss
Net loss

Balances at December 31, 2021

Unit-based compensation expense
Issuance of Class A-2 Preferred Units
Other comprehensive loss

Net loss

Balances at December 31, 2022

Accumulated Total
Class A-1 Class A-2 Other Members'
Preferred Preferred Contributed A Comp ive N olling Capital
Units Units Capital Deficit Income (Loss) Interest (Deficit)
50,105,067 22,203,458 §$ 108,407 § (88.709) § 3959 § 4578 § 28,235
- - - 284 - - 284
- - - - 411) (15) (426)
- - - (13.577) - (510) (14,087)
50,105,067 22,203,458 108,407 (102,002) 3,548 4,053 14,006
- - - 212 - - 212
- 18,326 44 - - - 44
- - - - (7,840) (284) (8,124)
- - - (17.501) - _(657) (18,158)
50,105,067 22221784 $ 108,451 §$ (119,291) § (4,292) §$ 3112 § (12,020)

The accompanying notes are an integral part of these consolidated financial statements.
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ESG-Utiligroup Holdings, LLC and Subsidiaries

Consolidated Statements of Cash Flows
Years Ended December 31, 2022 and 2021

(in thousands)

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash provided by
operating activities
Depreciation and amortization -
Bad debt expense
Unit-based compensation expense
Loss on disposal of equipment
Noncash interest expense
Amortization of operating lease right-of-use assets
Deferred taxes
Changes in operating assets and liabilities
(Increase) decrease in
Billed and unbilled accounts receivable
Prepaid expenses and other current assets
Income tax receivable
Deferred costs, net
Other assets, net
Increase (decrease) in
Accounts payable and accrued expenses
Operating lease liabilities
Other liabilities
Deferred revenue

Net cash provided by operating activities
Cash flows from investing activities
Purchases of property and equipment

Net cash used in investing activities
Cash flows from financing activities
Payments on financing costs
Borrowings of long-term debt

Issuance of preferred units
" Payments on term loan

Net cash used in financing activities

Effect of foreign exchange rates on cash and cash equivalents
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents

Beginning of year

Ending of year

Supplemental disclosures of cash flow information

Cash paid for interest

Cash paid for taxes
Noncash investing and financing activity

2022 2021
(18,158) § (14,087)
29,007 32,523
1,413 2,589
212 284

4 36

1,023 684
1,008 -
(291) (735)
(149) (5,603)
(932) 140
(307) (637)
104 (415)
2,860 (822)
(556) 338
(994) -
(177) (363)
(784) 105
13,283 14,037
(2,146) (3,664)
(2,146) (3.664)
(5,503) -
145,000 -
44 -
(152,928) (9,240)
(13,387) (9,240)
(579) (408)
(2,829) 725
21,871 21,146
19,042 § 21,871
9919 § 11,394
789 2,891
75,000 -

The accompanying notes are an integral part of these consolidated financial statements.
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ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

1.

Nature of Business

ESG-Utiligroup Holdings, LLC and Subsidiaries (collectively, the “Company”) provides flexible,
scalable, end-to-end Software as a Service (“SaaS”) solutions for retail energy suppliers and
utilities. The Company’s back office technologies allow clients to streamline operations and
maintain regulatory compliance within the retail energy markets of the United States of America
(“U.8."), the United Kingdom (“U.K.”) and Japan. These solutions enable energy companies to
profile, acquire, contract, enroll, price, invoice, forecast, schedule, settle and service end user
energy customers in many utility service territories.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly owned
and majority-owned subsidiaries. All intercompany balances and transactions have been
eliminated in consolidation.

Summary of Significant Accounting Policies

Basis of Presentation
The Company'’s consolidated financial statements are presented in accordance with accounting
principles generally accepted in the United States of America.

Noncontrolling Interests

Noncontrolling interests represent the ownership interests in the consolidated entities that are
owned by minority members and are reported as equity in the accompanying consolidated
statements of financial position. Net loss allocated to both the Company and the noncontrolling
interests are included in the consolidated statements of operations but excluded from the
consolidated statements of comprehensive loss.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the reported amounts of
revenues and expenses during the fiscal year. Actual results could differ from those estimates.
Estimates are used in the following areas: allowance for doubtful accounts, accrued expenses,

‘.'deferred costs, revenue recognition, accounting for acquisitions, leases, and unit-based

compensation expense.

Revenue and Cost Recoghnition

Overview

The Company is a provider to the retail energy sector for Saa$S solutions including data and
transaction management, billing and customer information systems, wholesale energy services,
and sales and pricing. The Company also provides comprehensive support for the business
process needs of start-up retail suppliers, established global suppliers of natural gas and electricity, -
and to everyone in between.” The Company is an enabler of new energy suppliers, metering
service providers and other market roles.



ESG-Utiligroup Holdings, LLC and Subsidiaries

Notes to Consolidated Financial Statements

December 31, 2022 and 2021

(in thousands, except per unit amounts)

The Company does not deliver a software product for installation on the customer’s in-house
systems. Rather, it makes the software available to the customer through a hosting arrangement.
The Company installs and runs the software application on its own or other dedicated servers,
giving customers access to the application via the internet or a dedicated line. The customer does
not have the contractual right to take possession of the software at any time during the hosting
period.

Revenue Recognition Policy

Revenue is recognized when a customer obtains control of promised goods or services, in an
amount that reflects the consideration expected to be received in exchange for those goods or
services. To determine revenue recognition for arrangements within the scope of ASC 606,
Revenue from Contracts with Customers (“ASC 606"), the following five steps are performed:

(i) identify the contract with a customer; (ii) identify the performance obligations in the contract;

(iii) determine the transaction price; (iv) allocate the transaction price to the performance
obligations in the contract; and (v) recognize revenue when (or as) the performance obligations are
satisfied. The five-step model is only applied to contracts when it is probable that the Company will
collect the consideration it is entitled to in exchange for the goods or services transferred.

At contract inception, the Company assesses the goods or services promised within each contract,
determines those that are performance obligations and assesses whether each promised good or
service is distinct. Revenue is recognized as the amount of the transaction price that is allocated to
the respective performance obligation when (or as) the performance obligation is satisfied. The
payment terms for services are stated within each contract and agreed upon with the customer.
Revenue for these services is recognized over time.

Revenue is measured as the amount of consideration expected to be received in exchange for
transferring services to a customer. The Company uses the output method to recognize revenue
over time for each distinct monthly service period. Sales, value add, and other taxes collected on
behalf of third parties are excluded from revenue. Substantially all of the revenue of the Company
is recognized over time.

The Company estimates the collectability of contracts upon execution. The Company’s contracts
with customers generally do not include a significant financing component as payment from
customers does not occur either significantly before or significantly after performance.

Performance Obligations , . .

The Company’s master service agreements will typically have multiple components to its revenue -
stream, such as an up-front fee to cover the set-up and an ongoing periodic charge to cover
hosting. An up-front fee can take the form of either a payment for initial set-up services or a license
fee received at the inception of an arrangement. On-going periodic charges are recognized over
time as services are rendered. It is also possible that additional services may be made available
under the arrangement, such as hardware, training, consulting, enhancements, and support.



ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

Operational services provided by the Company are a series of distinct performance obligations.
Implementation fees are considered ‘setup activities’ and are not distinct performance obligations.
Any change management, professional services, and other supplemental services are distinct
performance obligations within the context of the contract and are separate performance
obligations. Professional services the Company provides typically have value on a stand-alone
basis because such services are sold separately by the Company and its competitors (i.e. without
hosted services).

Support services are considered a stand-ready obligation and are therefore bundled with the
operational service it supports. Each of the performance obligations described above are satisfied
over the time of the services being rendered to the customer.

If the Company promises specified upgrades, enhancements, or other deliverables in a manner
that is deemed to represent a substantive commitment, the obligation is treated as a separate
performance obligation.

The Company regularly assesses its ability to collect the related receivables and if it is determined
that collection is no longer probable, ratable revenue recognition ceases at that time. Revenue is
only recognized as the payments are considered collectible. The Company estimates collectability
of contracts upon execution.

Deferred Costs

Deferred costs consist of costs to obtain customer contracts, such as commissions paid to sales
personnel. It also consists of costs to fulfill customer contracts, such as customer implementation
costs that are not separate performance obligations. These costs are deferred and amortized over
the life of the contract with the customer. Amortization expense is included in selling, general, and
administrative expenses in the accompanying consolidated statements of operations.

The following table includes the opening and closing balances of deferred costs at December 31,
2022 and 2021, respectively:

2022 2021
Deferred commissions, net $ 1,742  § 1,986
Deferred upfront costs, net 1,145 1,116
Total deferred costs, net $ 2887 $ 3,102

Capitalized Software Development Costs :

Software development costs are capitalized in accordance with ASC 350, Intangibles — Goodwill
and Other, during the application development stage until the project is ready for its intended use.
Costs incurred during the preliminary project stage and postimplementation-operation stage are
expensed as incurred. Software development costs are amortized over their useful life, which is
generally between 3 - 7 years. Capitalized software development costs, net of accumulated
amortization, of $6,249 and $7,728 at December 31, 2022 and 2021, respectively, are included as
a component of other assets, net in the accompanying consolidated statements of financial
position. These costs are amortized on a straight-line basis over the estimated useful life and are
included in selling, general, and administrative expenses in the accompanying consolidated
statements of operations. The current portion of these costs is included in prepaid expenses and
other current assets in the accompanying consolidated statements of financial position.
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ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

Foreign Currency Translation

Assets and liabilities of the Company’s subsidiaries whose primary operations are outside of the
United States of America are translated to U.S. Dollars at current exchange rates while the results
of operations are translated at the period average exchange rates. Unrealized gains or losses
resulting from translating foreign currency financial statements are recorded in currency translation
adjustment, a component of accumulated other comprehensive (loss) income within-members’
capital. Foreign currency transaction gains and losses related to long-term-investment nature
intercompany loans are accounted for as translation adjustments. The amount recorded as a
translation adjustment for long-term-investment nature intercompany loans was $6,191 for the year
ended December 31, 2022.

Cash and Cash Equivalents

The Company considers all highly liquid investments with original maturity dates of three months or
less, when purchased, to be cash equivalents. The Company maintains its cash balances in bank
deposit accounts which, at times, may exceed coverage provided by the Federal Deposit Insurance
Corporation (FDIC) and the Financial Services Compensation Scheme (FSCS). The Company has
not experienced any losses in such accounts. The Company believes it is not exposed to any
significant risk on bank deposits.

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 as of the end of the year. Bad debts are written off against the allowance
when identified. Bad debt expense for the years ended December 31, 2022 and 2021 was $1,413
and $2,589, respectively. The allowance for doubtful accounts as of December 31, 2022 and 2021
was $1,365 and $3,618, respectively.

Unbilled Accounts Receivable

Revenues from subscription services and monthly usage fees that are earned by the Company, but
not yet billed to customers, are reported within unbilled accounts receivable, net in the
accompanying consolidated statements of financial position.

Concentration of Credit Risk

The Company’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents and accounts receivable. The Company maintains its cash
and cash equivalents at commercial banks, some of which are located in the United States and
typically exceed limits insured by the Federal Deposit Insurance Corporation. Foreign cash and
cash equivalent balances are held in the United Kingdom and typically exceed limits insured by the
Financial Services Compensation Scheme. The Company has not experienced any losses in such
accounts and believes that it is not exposed to any significant credit risk on its cash and cash
equivalents.

There was no significant concentration of credit or sales to any one customer as of December 31,
2022 and 2021. During the years ended December 31, 2022 and 2021, approximately 51%, 48%,
and 1% and 49%, 50%, and 1% of the Company’s consolidated revenue was concentrated with
sales to customers within the U.S., U.K,, and other geographies, respectively.

11



ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

Property and Equipment

Additions to property and equipment are recorded at cost. Expenditures for additions, renewals,
and betterments of property are capitalized and depreciated over the estimated useful life.
Expenditures for repairs and maintenance are expensed as incurred. The Company provides for
depreciation and amortization of assets recorded using the straight-line method over estimated
useful lives as follows:

Furniture and fixtures 5-10 years
Equipment 3 -10 years
Leasehold improvements Lesser of asset life or lease term

Long-Lived Assets

Long-lived assets to be held and used are reviewed for impairment whenever circumstances
indicate that the carrying amount of an asset may not be recoverable. Long-lived assets to be
disposed of are reported at the lower of carrying amount or fair value less cost to sell. Long-lived
assets consist primarily of property, equipment, and intangible assets. No impairment losses were
recorded during the years ended December 31, 2022 and 2021.

Leases

The Company rents office space under various noncancellable operating leases and operating
lease expense is recognized on a straight-line basis. The Company determines if an arrangement
is or contains a lease at inception and performs the initial classification and measurement of its
right-of-use assets and lease liabilities based on the present value of the lease payments as of the
lease commencement date. A contract is or contains a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for consideration. The lease
term includes renewal or termination options that the Company is reasonably certain to exercise.
Generally, the rate implicit in the Company’s leases is not readily determinable and therefore the
Company uses the risk-free rate to classify, recognize, and measure lease liabilities and right-of-

use assets.

The Company has elected to combine lease and nonlease components for all contracts containing
a lease. Leases with a term of twelve months or less are not recorded on the Company’s
consolidated statements of financial position.

income Taxes : s )
The Company accounts for income taxes in accordance with Accounting Standards Codification
(“ASC”) 740, Income Taxes, which requires the use of the asset and liability method. Under the-

. asset and liability method, deferred tax assets and liabilities are recognized, and income or
expense is recorded, for the estimated future tax consequences attributable to differences between
the consolidated financial statements carrying value of existing assets and liabilities and their
respective tax bases. Deferred tax assets, representing future tax benefits, are recognized to the
extent that their realization is more likely than not to occur. The Company’s international
operations are subject to income taxes in accordance with local jurisdictional tax regulations.

The Company follows the provisions of the accounting standard for uncertainty in income taxes
which prescribes a comprehensive model for how a company should recognize, measure, present
and disclose in its consolidated financial statements uncertain tax positions that a company has
taken or expects to take on a tax return. The consolidated financial statements reflect expected
future tax consequences of such positions presuming the taxing authorities’ full knowledge of the
position and all relevant facts, but without considering time values. -

12



ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

Advertising Costs
Costs related to advertising are expensed as incurred. Advertising expense for the years ended
December 31, 2022 and 2021 was $113 and $135, respectively.

Debt Issuance Costs

Loan origination fees and related expenses are capitalized and amortized over the term of the
long-term debt under the effective interest method of accounting. Amortization expense recorded
during 2022 and 2021 was $1,023 and $684, respectively. As of December 31, 2022 and 2021,
$4,744 and $245 has been recorded as a reduction to the Company’s long-term debt balance,
respectively.

Fair Value Measurements

ASC 820, Fair Value Measurements, establishes a hierarchy that prioritizes fair value
measurements based on the types of inputs used for the various valuation techniques (market
approach, income approach and cost approach). The levels of the hierarchy are described as
follows:

Level 1  Observable inputs such as quoted prices in active markets for identical assets
or liabilities.

Level 2  Inputs other than quoted prices that are observable for the asset or liability, either
directly or indirectly; these include quoted prices for similar assets or liabilities in active
markets and quoted prices for identical or similar assets or liabilities in markets that are
not active.

Level 3  Unobservable inputs that reflect the reporting entity’s own assumptions.

The Company’s assessment of the significance of a particular input to the fair value measurement
requires judgment and may affect the valuation of financial assets and liabilities and their
placement within the fair value hierarchy. There were no changes in the valuation techniques used
during the years ended December 31, 2022 and 2021.

As of December 31, 2022 and 2021, the Company maintained a money market account of
approximately $245. The Company determined this to be a Level 1 financial instrument based on
the availability of quoted prices for similar financial instruments.

Comprehensive Loss :

Comprehensive loss includes all changes in equity during a period, except those resulting from
investments by and distributions to members. Other comprehensive (loss) income refers to
revenues, expenses, gains, and losses that are excluded from net loss.- For the Company, other
comprehensive (loss) income consists of cumulative translation adjustments resuiting from the
translation of the Company’s U K. operations from its Great British Pound functional currency to the
U.S. Dollar reporting currency.

Foreign Currency Transaction Gains and Losses

The Company has transactions in currencies other than its functional currency. Transaction gains
and losses relating to the recurring measurement and settlement of such transactions are recorded
in other expense (income) within the consolidated statements of operations.

13



ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

Goodwill and Intangible Assets

In January 2014, the Financial Accounting Standards Board (the “FASB”) issued Accounting
Standards Update (“ASU") No. 2014-02 Intangibles — Goodwill and Other (Topic 350): Accounting
for Goodwill, which provides an accounting alternative for private companies related to the
subsequent accounting for goodwill. The Company applies ASU No. 2014-02 and, as such, the
Company amortizes goodwill on a straight-line basis over a period of 10 years (Note 6).

In December 2014, the FASB issued ASU No. 2014-18 Business Combinations (Topic 805):
Accounting for Identifiable Intangible Assets in a Business Combination, which provides nonpublic
entities with an option to not recognize separately from goodwill (1) customer-related intangible
assets unless they are capable of being sold or licensed independently from the other assets of the
business and (2) noncompetition agreements. The Company adopted the provisions of this
standard effective April 13, 2017. Intangible assets are subject to impairment testing only upon the
occurrence of a triggering event as defined in the related accounting guidance. During the years
ended December 31, 2022 and 2021, there were no intangible asset impairments recorded.

Intangible assets consist of costs recognized in accounting for business combination transactions
and are amortized on a straight-line basis over their useful lives as follows:

Developed technology 3 —7 years
Customer relationships 7 years
Trademarks and tradenames 3 years
Noncompete agreements 3 years

Equity-Based Compensation

The Company accounts for equity-based compensation in accordance with relevant authoritative
guidance, which requires all equity-based compensation to be recognized in the consolidated
statements of operations as an expense, based on their fair values, over the requisite service
period on a straight-line basis. The Company accounts for forfeitures as they occur.

Recent Accounting Pronouncements & Adoptions

In August 2018, the FASB issued ASU 2018-15, Intangibles—Goodwill and Other—Internal-Use
Software (Subtopic 350-40). ASU 2018-15 requires certain entities with cloud computing
arrangements to follow the internal-use software guidance in ASC 350-40 to determine which
development costs to capitalize as other assets or expense as incurred. The Company adopted
ASU 2018-15 on January 1, 2021 and applied the changes prospectively. '

On January 1, 2022, the Company adopted ASU 2017-04, Intangibles—Goodwill and Other
(Topic 350): Simplifying the Test for Goodwill Impairment, including all supplemental and / or
clarifying ASUs. The standard now requires a single-step quantitative impairment test that shall be
used to identify goodwill impairment and measure the amount of a goodwill impairment loss to be
recognized (if any). As a result of its qualitative assessment, still allowed by this ASU to be
performed to determine if the quantitative impairment test is necessary, if the Company concludes
that it is more-likely-than-not that the fair value of a reporting unit is less than its carrying amount,
then the quantitative impairment test will be performed. Otherwise, no further testing is performed.
During the years ended December 31, 2022 and 2021, there were no events or circumstances
identified by the Company which would be indicative of potential goodwill impairment.
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ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

The Company adopted ASU 2016-02, Leases (“Topic 842"), on January 1, 2022 using the modified
retrospective method. Prior period amounts are not adjusted and continue to be reported in
accordance with ASC 840, Leases (“Topic 840"). The Company classified a lease at the lease
commencement date, when control of the underlying asset is transferred from the lessor to the
lessee, and records and a right-of-use asset and a lease liability on the Consolidated Balance
Sheets for all leases with an initial lease term of greater than 12 months.

Lease liabilities are recognized at the lease commencement date based on the present value of the
lease payments over the lease term using the risk-free rate. Right-of-use assets are further
adjusted for initial direct costs, prepaid rent, or incentives received. The Company recognizes rent
expense for its leases using the straight-line method over the lease term.

Effective January 1, 2022, the Company adopted ASC 842 using the required modified
retrospective approach. As a result, prior periods are presented in accordance with the previous
guidance under ASU 840.

As a result of adoption, the Company recorded lease liabilities and their corresponding right-of-use
assets based on the present value of lease payments over the remaining lease term. The risk-free
rate at adoption was used to calculate the present value of the Company’s future leases payments,
in accordance with a policy election allowable for private companies. The adoption of ASC 842
resulted in the recognition of lease liabilities of $5,418 and right-of-use assets of $5,361 as of
January 1, 2022.

The adoption of Topic 842 did not have a material impact on the Company's consolidated
statements of operations, comprehensive loss, and changes in members’ capital. The Company
elected the package of practical expedients in transition which does not require reassessment of
prior conclusions related to lease identification, classification, or initial direct costs.

Subsequent Events

The Company has evaluated subsequent events and disclosed those that occurred after the
consolidated balance sheet date and through March 31, 2023, which is the date the consolidated
financial statements were available to be issued and noted no additional items requiring adjustment
of the financial statements or additional disclosures.

4. Property and Equipment

Property and equipment consist of the following at December 31, 2022 and 2021:

2022 2021
Furniture and fixtures $ 1,984 § 2,238
Equipment 17,327 17,601
Leasehold improvements 1,456 1,443
20,767 21,282
Less: Accumulated depreciation (15,258) (14,113)
$ 5509 $ 7,169

Depreciation expense for the years ended December 31, 2022 and 2021 was $3,255 and $3,554,
respectively. . .
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ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

5.

Leases

Information Prior to the Adoption of Topic 842

Prior to the adoption of Topic 842, the Company accounted for its leases under the guidance in
ASC 840, Leases (“Topic 840"). In accordance with Topic 840, leases classified as operating
leases were not included in the statement of financial position as operating lease right of use
assets or operating lease liabilities as of December 31, 2021. For the year ended December 31,
2021, the Company had noncancelable operating leases for its facilities that extend through 2029.
Rent expense under the Company’s operating leases was $1,038 in 2021.

The Company'’s portfolio at December 31, 2022 includes operating leases of assets typically
associated with real estate extending through the year 2029. The Company’s portfolio includes
only operating leases and two subleases. The leases where the Company is the lessee generally
have a term of 5 to 10 years, with one or more renewal options. The exercise of such lease
renewal options is at the Company'’s sole discretion, and to the extent the Company is reasonably
certain to exercise a renewal option, the renewal option is included in the determination of the
lease term. The leases where the Company is the intermediate lessor have a term of 3 to 5 years.

Rent expense for the year ended December 31, 2022 was $1,197 and is included in selling,
general and administrative expenses in the consolidated statements of operations, respectively.

The only component of lease costs for the year ended December 31, 2022 is comprised of
operating lease costs. Short-term lease costs and variable lease costs are not material to the
consolidated financial statements for any periods presented

As of December 31, 2022, the Company’s leases had a weighted-average remaining lease term of
5.2 years and a weighted-average discount rate of 1.47%.

Future minimum rent payments under noncancelable operating leases for each of the five
succeeding fiscal years and thereafter are as follows:

2023 $ 1,455
2024 989
2025 } 880
2026 670
2027 536
Thereafter . 973

Total future minimum lease payments 5,503
Less: Imputed interest (351)
Less: Future expected rental income . (1,140)

Total lease liabilities { . $ 4012
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ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

Future minimum rental commitments under noncancelable operating leases as of December 31,
2021 are as follows:

2022 $ 1,677
2023 1,530
2024 1,035
2025 : 900
2026 721
Thereafter : 1,703

Total future minimum rental commitments $ 7,566

6. Goodwill

The following is a summary of the Company's goodwill balance as of December 31, 2022 and

2021:
2022 2021
Beginning balance $ 105,488 §$ 126,980
Additions - -
Amortization (19,636) (20,067)
Currency translation adjustment (6,859) (1,425)
$ 78993 § 105,488

The estimated goodwill amortization expense for each of the five succeeding fiscal years is as

follows:
2023 . $ 19,636
2024 19,636
2025 . 19,636
- 2026 19,636
2027 449

$ 78,993
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ESG-Utiligroup Holdings, LLC and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)

7.

Intangible Assets

Intangible assets as of December 31, 2022 and 2021 consisted of the following:

2022
Currency
Accumulated Translation Net Book
Cost Amortization Adjustments Value
Trademarks and tradenames $ 13,725 % (13,725) % - 3 -
Customer relationships 18,290 (17,539) - 751
Developed technology 54,321 (49,929) 775 5,167
Noncompete agreements 6,780 (6,780) - -
$ 93,116 $ (87,973) $ 775 § 5,918
2021
Currency
Accumulated Translation Net Book
Cost Amortization Adjustments Value
Trademarks and tradenames $ 13,725 % (13,725) §% .- 8 -
Customer relationships 18,290 (14,926) - 3,364
Developed technology 54,321 (46,426) 1,657 9,552
Noncompete agreements 6,780 (6,780) - -
$ 93,116 $ (81,857) $ 1657 $ 12,916

Amortization expense related to intangible assets for the years ended December 31, 2022 and

2021 was $6,116 and $8,902, respectively.

The estimated amortization exbense for each of the three succeeding fiscal years is approximately

as follows:

2023
2024
2025

Other Assets

4,001
1,573
344

5,918

Included in other assets are capitalized software development costs and asset acquisitions, net of
accumulated amortization, as well as noncurrent portions of prepaid expenses. The current portion
of other assets is included in prepaid expenses and other current assets on the accompanying

statements of financial position.
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10.

1.

Expected future yearly amortization of other assets at December 31, 2022 is as follows:

2023 . $ 1,395
2024 1,657
2025 ' o 1,657
2026 : 1,243
2027 579
Thereafter : 242

$ 6,773

Amortization expense related to capitalized software costs and software assets for the years ended
December 31, 2022 and 2021 was $1,395 and $1,810, respectively, and is included in selling,
general, and administrative expenses in the accompanying consolidated statements of operations.

Commitments and Contingencies

Litigation

From time-to-time, the Company may be exposed to litigation relating to services and operations.
The Company is not currently engaged in any legal proceedings that are expected, individually or
in the aggregate, to have a material effect on the Company’s financial condition or results of
operations.

Related Party Transactions

During the years ended December 31, 2022 and 2021, the Company also made payments totaling
$78 and $37 to a related party for consulting and management services provided.

Employee Benefits
The Company has defined contribution benefit plans covering substantially all full-time employees.

For the years ended December 31, 2022 and 2021, the Company made contributions to the plans
totaling $1,200 and $1,276, respectively.

19



ESG-Utiligroup Holdings, LLC and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(in thousands, except per unit amounts)
12. Income Taxes

The income tax provision for the years ended December 31, 2022 and 2021 is as follows:

2022 - 2021
Current '
Federal $ -3 -
State 123 905
Foreign 160 2,225
Total current 283 3,130
Deferred
Federal - -
State - -
Foreign A (536) (735)
Total deferred i (536) (735)
Total (benefit from) provision for income taxes $ (253) & 2,395

The income tax provision differs from the amount of income tax determined by applying the
statutory income tax rate to pre-tax loss because of goodwill amortization and applying the
valuation allowance and state income tax expense. In jurisdictions where the Company operates
its businesses, management analyzes the ability to utilize its deferred tax assets arising from
losses in its business. As of December 31, 2022 and 2021, the Company has recorded a valuation
allowance in the U.S., based on their determination that it is more likely than not that the deferred
tax assets will not be utilized.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income
tax purposes. Significant components of the Company’s deferred tax assets and liabilities as of
December 31, 2022 and 2021 are as follows:
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13.

2022 2021

Deferred tax assets
Accruals and reserves C $ 748 3 457
Interest expense ' ' 3,673 1,335
Net operating loss carryforwards 3,881 4,155
U.S. intangibles 15,145 15,319
Foreign deferred taxes 31 37
Other 337 317

Total deferred tax assets 23,815 21,620
Deferred tax liabilities
Depreciation - (1,792) (1,955)
Deferred costs (517) (530)
Foreign intangibles - (329)
Foreign deferred taxes (42) (36)

Total deferred tax liabilities (2,351) (2,850)
Valuation allowance (21,475) (19,098)

Net deferred tax liabilities $ (11) % (328)

As of December 31, 2022, the Company has U.S. federal net operating loss (“NOL") carryforwards
of $14,273 and U.S. state NOL carryforwards of $10,767. Of this amount, $12,885 of federal and
$328 of state NOLs can be carried forward indefinitely. Federal NOLs begin to expire in 2036 and
state NOLs begin to expire in 2028.

Tax years 2022, 2021, and 2020 for Federal taxes and certain U.S. state jurisdictions remain open
for examination. The Company performed an analysis of its tax positions and determined that no
material uncertain tax positions-exist as of December 31, 2022 and 2021.

Members’ Capital

The Amended and Restated Limited Liability Company Agreement (the “LLC Agreement”) provides
for the issuance of an unlimited number of preferred units, common units and profit interest units.

The rights and preferences of the preferred units are as follows:

; Preferred Yield

Holders of Class A-1 and Class A-2 preferred units are entitled to a preferred yield. The preferred
yield is calculated at a rate of 10% per annum, compounded on the last day of each calendar
quarter, on the preferred unreturned capital of the preferred units plus the preferred unpaid yield
from all prior quarters. The preferred yield totaled $99,103 and $78,641 as of December 31, 2022
and 2021, respectively.

Liquidation and Distributions

Distributions shall be made to holders of the preferred units and profit interest units in accordance
with the LLC Agreement.
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14.

15.

Debt

Long-term debt consists of the following at December 31, 2022 and 2021:

2022 2021
U.S. term loans $ 143913 % 95,543
U.K. term loans - 57,972
Less: Debtissuance costs, net ' (4,744) (245)
139,169 153,270
Less: Current portion (1,450) (13,860)
$ 137,719 % 139,410

Principal maturities on outstanding borrowings at December 31, 2022 are as follows:

2023 $ 1,450
2024 1,450
2025 1,450
2026 1,450
2027 1,450
Thereafter 131,919

$ 139,169

Credit Agreement

In March 2022, the Company extlngwshed and paid off all existing debt related to its April 2016
credit agreement (“Original Agreement”) with a syndicate of lenders by entering into a new debt
arrangement (“2022 Agreement”) with a new lender.

The 2022 Agreement consists of term loans with an aggregate principal amount of $145,000, a
revolving line of credit with capacity of $20,000, and a delayed draw.term loan facility with capacity
of $75,000, and includes certain financial and nonfinancial covenants. The term'loans and delayed
draw term loan facility have a maturity date of March 11, 2028. The revolving line of credit has a
maturity date of September 11, 2027. The current portion of term debt as of December 31, 2022
on the accompanying consolidated statement of financial position represents upcoming short-term
principal repayments for the 2022 Agreement. As of December 31, 2022, the interest rate on the
term loan was based on SOFR (4.50%).

Debt issuance costs incurred relating to the credit agreement were $5,503 for the period ended
December 31, 2022.

Profit Interest Units

The Board of Directors has approved the grant of profit interest units to existing or new executives
pursuant to executive investment agreement approved by the Board or.a committee thereof. As of
the grant date, the profit interest units include a participation threshold that are subject to
adjustment in the discretion and as determined by the Board of Directors.
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The Company issues profit interest units at the discretion of the Board of Directors, all of which
were subject to time-based vesting provisions for the years ended December 31, 2022 and 2021,
respectively. Vesting for these awards may be subject to acceleration upon a qualified sale of
the Company and the achievement of a specified return on investment for the Company's
members.

Profit interest unit activity for the years ended December 31, 2022 and 2021 was as follows:

Weighted
Average Aggregate
Number of Fair Value Intrinsic
Units Per Unit Value
Outstanding as of December 31, 2020 8374823 % 0.15
Granted 1,560,000 0.30
Exercised - -
Forfeited . (287,930) 0.12
Outstanding as of December 31, 2021 9,646,893 0.22
Granted 1,417,000 0.35
Exercised -
Forfeited (363,363) 0.23
Outstanding as of December 31, 2022 10,700,530 $ 0.25
Vested as of December 31, 2022 8,385,118 0.17
Nonvested as of December 31, 2022 2315412 $ 0.21 $ 486

The Company measures the cost of employee services received in exchange for an award of profit
interest units based on the fair value of the award on the grant date. That cost is recognized on a
straight-line basis over the vesting period of the underlying award. The fair value of profit interest
unit awards was determined using a Black-Scholes pricing model. The assumptions used in
calculating the fair value of profit interest unit awards represent management's best estimates. As
with all estimates, these involve inherent uncertainties and the application of management
judgment. o

The following are the key assumptions used to estimate the profit interest units’ fair value:

. Exercise Price — Each award contains a distribution threshold, as defined in the award, which
establishes a price level at which the share will begin to participate in the event of a liquidity
event. ’

. Term — Management estimates the term to be 4 years for shares granted during 2022 and
5 years for shares granted during 2021.

e  Volatility - Management has determined the volatility for awards based on analysis of reported
data for a group of peer guideline companies over a period that matches the term assumption
for these units. Management has determined the volatility for awards to be 34% and 35% for
shares granted during 2022 and 2021, respectively.
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*  Risk-Free Rate — A risk-free rate for a security with a commensurate maturity as the term of
the award was used based on an interpolation of the U.S. Treasury bond rates for securities
for shares granted during 2022 and 2021.

e Dividend Rate — The Company does not anticipate paying regular dividends, other than
dividends to members for tax obligations, in the foreseeable future; therefore the expected
dividend yield is expected to be zero for shares granted in 2022 and 2021.

Based on the above factors the Company determined the weighted average fair value of its profit
interest units granted during 2022 to be $0.35.

The Company has determined the fair value of the time-based profit interest units granted during
2022 and 2021 to be $496 and $457 and is recognizing the expense over the vesting period,
respectively. The grant date fair value of the 537,040 performance-based awards issued in 2016,
of which 268,520 remain outstanding, was determined to be $61 and expense recognition will
begin once management determines that it is probable that the performance criteria will be met.
The Company recognized a total of $212 and $284 of unit-based compensation expense during
2022 and 2021, respectively. The total fair value of shares vested during the period was $245 and
$317 during 2022 and 2021, respectively. As of December 31, 2022, unrecognized compensation
expense was $719 and will be recognized over a weighted average period of approximately 4
years. During 2022, 363,363 profit interest units with a remaining unrecognized compensation
expense of $85 were forfeited. The Company has elected to account for forfeitures as they occur.
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