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 Strategic buyers have dominated the industry YTD, driving 86.2% of
M&A activity and $5.6 billion in total disclosed transaction values.

 Financial buyers are expected to become increasingly active, attracted
to the industry’s strong growth and its ability to generate recurring
revenue from multi-year energy contracts.
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 The Energy Management Services (EMS) industry has received strong demand from industries, businesses, and individuals who seek to reduce
energy spending and has benefited from the on-going deregulation of the Energy sector under the current White House Administration.

 Year-to-date (YTD), 87 mergers and acquisitions (M&A) have been announced or closed compared to 64 during the same period in 2018. Buyers
have targeted companies with innovative technologies, diverse customer bases and geographies, and significant synergistic opportunities.

 Following the Capstone Headwaters’ advised sale of Taylor Consulting and Contracting in December, private equity-backed Albireo Energy has
made two acquisitions in 2019. Albireo acquired Alabama Controls, Inc., a provider of building automation and HVAC control solutions, (July, deal
terms not disclosed), and EMS Technologies, Inc. a building automation and network integration solutions provider, (January, not disclosed).

 Align Capital Partners acquires E Source Companies LLC (June,
Undisclosed) – Align has expanded its portfolio of Business Services,
Specialty Manufacturing, and Value-Added Distribution companies
with the acquisition of utility market intelligence provider E Source
(undisclosed). Based in Colorado, E Source offers subscription-based
research on energy efficiency, customer experience, and technology.

 Centrica Business Solutions UK Ltd. acquires SmartWatt Energy,
Inc. (June, $37 Million) – Centrica has acquired energy-efficiency
solutions firm SmartWatt for $37 million, expanding its growth in the
U.S. and bolstering its integrated energy services. SmartWatt has
completed 24,000+ energy projects since founding in 2002 and will
be integrated into Centrica’s Distributed Energy & Power business.

 Willdan Group, Inc. acquires Onsite Energy Corporation (June,
Undisclosed) – Energy consulting firm Willdan (NASDAQ:WLDN) has
acquired energy services provider Onsite (OTCPK:ONSE), terms
undisclosed. The deal will allow Willdan to expand into the Industrial
sector, which represents ~45% of all facility energy use in the U.S.,
according to the press release.1 Onsite generated $20 million in
revenue in 2018 and is expected to be accretive to earnings this year.

 Heating, Ventilation, and Air Conditioning (HVAC) systems consume
~40% of building energy, according to the U.S. Energy Information
Administration (EIA), making them a crucial aspect of energy
optimization.2 To reduce energy usage and to gain government-
incentivized tax credits by meeting select energy efficiency ratings
(EERs), businesses and households alike have increasingly replaced
existing HVAC units with systems with higher EERs and more
advanced technological capabilities. The segment has also expanded
alongside the vigor of the Construction market. Despite signs of
recent softening, national nonresidential construction spending
increased 2.3% year-over-year (U.S. Census Bureau3) and maintains a
high backlog of activity by historic standards, according to Associated
Builders and Contractors.4 Demand for smart systems is also a key
driver of HVAC revenue and M&A, supporting a projected annualized
growth rate of 19% to create a $28.3 billion Global Smart HVAC
Control market by 2025, according to Zion Market Research.5 In a
recent deal demonstrating this trend, HVAC leader Trane, Inc.
acquired EcoFactor Inc.’s cloud-based energy intelligence software
(June, undisclosed). Trane will integrate EcoFactor’s artificial
intelligence (AI) capabilities into its smart home platform to improve
energy efficiency and HVAC fault detection.
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 Offers innovative and customized 
management and optimization 
solutions to the energy marketplace. 
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 Leading provider of energy 
management services in the New 
York City metropolitan area, helping 
customers repair, maintain and 
operate their energy plants. 
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Disclosure: This report is a periodic compilation of certain economic and corporate information, as well as completed and announced merger and acquisition
activity. Information contained in this report should not be construed as a recommendation to sell or buy any security. Any reference to or omission of any
reference to any company in this report should not be construed as a recommendation to buy, sell or take any other action with respect to any security of any
such company. We are not soliciting any action with respect to any security or company based on this report. The report is published solely for the general
information of clients and friends of Capstone Headwaters. It does not take into account the particular investment objectives, financial situation or needs of
individual recipients. Certain transactions, including those involving early-stage companies, give rise to substantial risk and are not suitable for all investors. This
report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such.
Prediction of future events is inherently subject to both known and unknown risks and other factors that may cause actual results to vary materially. We are under
no obligation to update the information contained in this report. Opinions expressed are our present opinions only and are subject to change without notice.
Additional information is available upon request. The companies mentioned in this report may be clients of Capstone Headwaters. The decisions to include any
company in this report is unrelated in all respects to any service that Capstone Headwaters may provide to such company. This report may not be copied or
reproduced in any form, or redistributed without the prior written consent of Capstone Headwaters. The information contained herein should not be construed as
legal advice.
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