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PART |
ltem 1. Business
Overview

We are a clean technology company that providée-sfathe-art technologies for gas and liquid poafion by manufacturing ceramic silicon
carbide filters. For more than a decade, we haveldped and manufactured products of re-crystallgicon carbide. We specialize in three business
areas: ceramic membranes for liquid filtration sdieparticulate filters for the control of soot exist particles from diesel engines and kiln fumeitior the
refractory industry. Using nanotechnology, we degeadroprietary products using patented silicon icerbechnology. Our products are based on unique
silicon carbide membranes which facilitate new iapions and improve existing technologies. We raadur products from our offices in the United
States and Denmark, and through local represeesaitivitaly, Germany, France, Korea, Brazil andg&pore. The products are shipped directly to
customers from our production facilities in the tédi States and Denmark.

The terms “LigTech”, “we”, “our”, “us”, the “Compafi or any derivative thereof, as used herein r&ddrigTech International, Inc., a Nevada
corporation, together with its direct and indirettolly-owned subsidiaries, including LigTech USAcl, a Delaware corporation (“LigTech USAWhich
owns all of the outstanding equity interest in Légh International A/S, a Danish limited companygamiized under the Danish Act on Limited Companies
of the Kingdom of Denmark (“LigTech Denmark Intetinaal”) and LigTech NA, Inc., a Delaware corpooati(“LigTech Delaware”). Collectively,

LigTech USA, LigTech Denmark International and Léggh Delaware are referred to herein as our “Sudn$édi’. On August 23, 2012, LigTech A/S, a
Danish limited company (“LigTech Denmark”) and fansubsidiary of the Company was merged with atalligTech Denmark International.

We conduct operations in the Kingdom of Denmark tedUnited States. Our Danish operations aredociaitthe Copenhagen, Denmark area
and our U.S. operations are conducted by LigTedavzae located in White Bear Lake, Minnesota. ItdBer and December 2011, we opened sales
offices in France and Germany and in Janu2@12, we opened a sales office in Singapore.

Reverse Acquisition

On August 24, 2011, pursuant to an Agreement aaid &l Merger, dated as of August 23, 2011 (the ‘déeAgreement”), by and among Blue
Moose Media, Inc. (“Blue Moose” and n/k/a the ComyaBlue Moose Delaware Merger Sub, Inc. ("BMD 3uh wholly-owned subsidiary of Blue
Moose and LiqTech USA, BMD Sub was merged with il LigTech USA (the “Merger”) and, as a resultioé Merger, LigTech USA became a
wholly-owned subsidiary of Blue Moose.

Pursuant to the Merger, (a) each of the 17,444ut&anding shares of the common stock of LigTecA W@&s exchanged for 1,000 shares of
our common stock, for a total of 17,444,750 shafesir common stock resulting in 21,600,000 shafesir common stock being outstanding
immediately following the merger and (b) warramtstquire up to 6,500 shares of LigTech USA’s comistock at a price of $1,500 per share, were by
their terms, converted into warrants to acquiréou$,500,000 shares of our common stock at a pifi¢d.50 per share.

LigTech USA owns all of the outstanding equity iet&s in LigTech Denmark International and LigT&Haware. In June and July 2011,
LigTech USA entered into agreements to acquiral(igpf the outstanding equity interests in LigTéaanmark and (ii) all of the outstanding equity
interests in LigTech Denmark International and legfi Delaware not owned by LigTech Denmark, direfttyn the holders of such equity interests (the
“LigTech Acquisition Agreements”). In exchange furch equity interests, LigTech USA paid to suchlad in the aggregate (i) $4,637,315 in cash, (i)
promissory notes in the principal amount of DKK5(®),000 (which was equal to $3,765,351 based upmpourrency exchange rate of $1.00 = DKK
5.1788 as of August 22, 2011) and during June @02 2these promissory notes have been paid offliafd (iii) 9,308.333 shares of LigTech USA's
common stock.

Prior to completion of the Merger, LigTech USA cdetpd a private placement offering of 63 units H2R000 per unit, each such unit consis
of 40 shares of LigTech USA’s common stock and 2@rants to purchase LigTech USA common stock, andived $4,800,000 in cash and a
promissory note for $1,500,000 which was payabl&eptember 7, 2011. Thereafter, in August 2011T&ofp USA closed the transactions contemplated
by the LigTech Acquisition Agreements.




As a result of the Merger, Blue Moose changed asagement and reconstituted its board of direc&kwf the effective time of the Merger,
Gordon Tattarsall, the president, the chief finahefficer and the sole director of Blue Moosejgesd as president and chief financial officer.Blse
Mooses sole director, Mr. Tattersall appointed Aldo Pege as a director of Blue Moose. The Directors @ygpointed Lasse Andreassen and Soren
as the officers of Blue Moose, and Lasse Andreas$zaul Burgon, John Nemelka and Michael Sonnelardiractors of Blue Moose. However, the other
new directors did not take office until Septembe?®L1, which was ten days after we filed an Infation Statement pursuant to Rule 14f-1 of the
Securities and Exchange Act of 1934, as amended'kchange Act”)and mailed that statement to our stockholdersatirce In addition, Mr. Tattarse
resigned as a director of Blue Moose effectiveféSeptember 5, 2011.

Products

We manufacture and sell (i) ceramic membraneshifittration of liquid; (ii) diesel particulatelfiers for the control of soot exhaust particles
from diesel engines and (iii) to a much lesserrmxidln furniture to support ceramics during tlirnfy process.

Ceramic Silicon Carbide Membranes for Liquid Filttaon

Under the “LigTech” and “Cometas” brand names, vanuafacture and sell ceramic silicon carbide mendsdar liquid filtration using our
patented silicon carbide technology (“SiC Filtersiat currently focus on hydrocarbon productionhaet contaminated water, which we refer to herein a
“produced water” and pre-filtration for reverse asis. Our SiC Filters have been used in the folhgwapplications by our clients:

e Produced wate: Our membranes can be used for the filtratiowater from oil produced in offshore platforms. Wavé performed testing
with many of the major international private andlizioil and gas companies. We have recently beerded a contract by one of the major
international oil and gas companies to provide serdice produced water filters on one of its offehplatforms. Our products have been
delivered and the initial service period under¢betract commenced.

e Prefiltration of reverse osmosis drinking watelPrior to passing through reverse osmosis menelsremproduce drinking or industrial water
from sea or surface water, the sea or surface waist be pre-filtered. We have performed success$ts for the pre-filtration of sea and
surface water for this purpose with numerous diiginicluding Arteron in Malaysia, a company prodgctompact drinking water, Hoimyung
Corp in South Korea, a supplier of industrial wastger systems and pretreatment for reverse ospiGesisic Vater Cleaning in Denmark, a
supplier of drinking water equipment, and Puretelsiael, a producer of reverse osmosis systems.

e Treatment of ballast water Our liquid filtration membranes can be appliedimit the spreading of non-native species thay imatransported
in the ballast water of sea-going vessels. We pavinered with Singapore based companies and R&Eiceto develop a solution for the
ballast water treatment market. A distributor ipalais in contact with shipyards seeking filtratgmiutions for our ballast water systems.

e Industrial applications: Our membranes have performed successful tegtdustrial applications for the removal of a varief substances
such as heavy metal (Haldor Topsoe, Denmark), hedjiim (HYTEK Italy), manure (Bioffuel Technology ebmark), pool and spa water
(Provital, Denmark) and raw sugar (Al Khaleej SUg#AE).

e Producing clean drinking wate: The potential for the use of LigTech SIC memlsaim drinking water production is diverse andlikeefits
numerous. Some examples including: group watemeval of precipitated salts like iron and manganssgace water — removal of organic
suspended solids and humic acid; and sea wates-filjpation before reverse osmosis.

e \Waste water treatmentOur membranes can be used to remove suspenlitéslinovaste water treatment. Our membranes havemned
successful tests for treating waste water with ldgdlutions, Puretec in Israel and Asia Pacific Wagzhnologies in South Korea.




Our products are based on the following silicorbitle membrane technologies:

e CoMem is a unigue patented membrane technolagyutilizes a crosflew structure to handle high concentrations ofpsmsled solids found
produced water from the oil and chemical industrgstewater from industrial processes and manuratidn; and

e Aqua Solution integrates a dead-end structursibdewith cutting-edge membrane technology in atsmh specifically designed for
applications in pre-treatment for reverse osmegistewater treatment and pool and spa filtration.

Ouir filters are manufactured with a silicon carbigeamic membrane based on a patented technolodyye are not aware of any other
company that makes both the substrate (honeyconabh@® membrane (the part which accomplishes tfeeifig) solely from silicon carbide.

The advantages of our SiC membrane compared to jptbdiltration systems for reverse osmosis are:

e Our SiC membrane offers the same water flow as comiyrused sand filters which take up to 400 timeserspace and have pore sizes at |
three times bigger than our SiC membrane, and esdilie number of membrane elements and presswelses

e With our SiC membrane, high flow capacities areieved at very low pressures, which reduces ensogts;
e Our SiC membrane reduces water consumption fat Bler backwash; and
e Our SiC membrane eliminates consumption/mainteman cartridges.

On February 14, 2013, we announced that our ultratfon Silicon Carbide (SiC) membrane producs baen approved for liquid sterilization
according to the recognized American Society fasting and Materials (ASTM) standard F838-05 fouiéhfiltration. This standard is widely used for
pharmaceutical, food & beverage and drinking wapglications. The combination of the unmatchedgrerdnce of SiC membranes compared to any
other ceramic membrane material in terms of lidluig, chemical resistance and product life, now barad with the capability of providing sterile
filtration, represents disruptive technology to #xésting norm, and is an industry game-changebfarking Water, Biotech and Food & Beverage
applications. Our SiC membranes enable mechargoabval of bacteria, which is cheaper and morebigithan any other sterilization technology. We
believe we are the only membrane manufacturer wadlel to achieve liquid sterilization with a SiC mierane.

The independent Danish Technological Institute (Ddoratory conducted the certification accordinghe ASTM standard. Following the test
procedure set forth by ASTM, our SiC membranes weeduated in terms of bacteria rejection. DTI agtdd in the sterile membrane certification that
the membrane filter has the ability to retain baateorresponding to a log 7 reduction. The aptlit retain bacteria corresponding to a log 7 rédoc
(99.99999% removal) is recognized as sterile filhrg i.e. the membrane can be considered as arisdiarrier. On the basis of this achieved ASTM
standard, we are now considering expanding outegfiafocus beyond the existing business areasdoistrial wastewater treatment and produced water
treatment and toward new areas such as Biotect,&dmeverage, and drinking water, where our SiC tmmes may offer sterile filtration with a
significant value proposition for the end-users.

On February 19, 2013, we announced that our SiChreemas are currently being used in the recovepratein in a foodstuff application in
China. FANRUNSI (Shanghai) Fluid Technology Co..L.&lChinese engineering firm located in Shandtes,installed 240 square meters of our SiC
membranes at a Chinese customer location. The serdsiconsidering a further expansion of addifi@@ membranes worth more than $1 million in
2013.




On February 21, 2013, we announced the newest grrt@our portfolio, SIC membrane discs. The memeérdisc system is based on a principle
of creating cross-flow by rotating the membranarmsiternative to pumping the liquid across the irame in the traditional tubular setup. Energy
consumption is only 17% compared to regular crass-fThe membrane disc system can handle liquids migh solid content and will therefore be used
in applications such as wastewater treatment, neacamcentration and pharmaceuticals. The applitédialso suitable in algae dewatering before final
extraction of Omega 3 and other highlue content for production of feed or bio ethaftlese applications are growing markets, ancaalt i continuot
challenge in finding energy-effective treatmenugiohs. We believe that our SiC membrane discsseillthe standard for requirements in future system
design, due to higher flux and better chemicaktasice at a comparable price to other solutionsb&lieve the market for membrane discs has strong
potential alongside our other tubular and flat sineembranes.

The product was developed with funding from the iBlafioundation for Green Development and Demoristid®rogram GUDP — Groen
udvikling og demonstrations programThe foundation has partially funded the develephof the SiC membrane discs for concentratiomarfiure,
however, we retain full ownership of the intelleadtproperty. Concentration of manure will enhareegroduction of biogas compared to gasification on
raw manure, and will limit the C@emission from transportation of the untreated maupuior to the gasification.

We intend to target the membrane disc product tiv@ustrategic partnership with an experiencedeaystitegrator. The system integrator has a
long history in designing membrane disc equipm€he total market size for sludge treatment is estih to reach US $5.8 billion in 2013, growing at a
compound annual growth rate of 4.6% (Source: Fidmalndustry Analyst Volume 2008, Issue 12, Decen008, Pages)s The membrane technology
portion of this market is approximately 5% of théat market, or approximately $290 million (owniegite).

In addition to the above, the International FeatliBiry Federation states that the feed productiarket reached 873 million metric tons in 2012,
representing a market worth US$ 350 billion. ffuigher estimated that membranes could accour&360-$700 million of the total market (Transparency
Market Research).

On March 5, 2013, we announced that we have lauhaheew state-of-the-art SiC Flat Sheet MembraSdAjFdisc for Membrane Bioreactors
(MBR) and Moving Bed Bioreactors (MBBR) for wastdefatreatment.

The FSM uses the outside-in filtration principléidallows either a pressurized mode or a vacuutiosumode of operation which reduces the
cost of installation. The FSM module is submerged tank containing dirty water and by applying erade suction pressure, clean water is produced.
This configuration is mainly used in modern MBR &nBBR wastewater treatment systems and reducestihi@ on housings, pumps and controls. With
this new expansion of the product portfolio, weidngd we will be able to cover a wider spectrumhaf inarket. While our tubular filter is suited fom-
solid content feeds, the FSM is better suited fohér-solid content applications and our rotatiiggsl target very high solid content feeds.

The high clean-water permeability of the SiC malebeing around 20 times more permeable than caiov&l polymeric 0.1um UF membranes
and 4 times more permeable than aluminum oxiden® W& membranes (competing ceramic material), alloevapact systems that save valuable
footprint for our customers.

The FSM targets the waste water market, which vieyeis among the most important applications ambrane technology. The MBR market
reached a size of about US $800 million in 2011 iarekpected to grow at approximately 20% per yea@xceed $3 billion in 2018.

This new technology offers a flexible high-perfomma solution with the outstanding material advaesagf SiC, providing customers ultra-
compact systems with the reliability and robustrefss ceramic membrane.

We have entered into cooperation agreements witlsfgtem integrators with specific know-how andkaaaccess to develop market-driven
products with what we believe to be the best vataposition. We currently expect to generate reednom the sales of the Flat Sheet Membranes as
early as 2013.

For the years ended December 31, 2012 and 201fecs&ved grants from governmental entities of $648,and $3,039,118, respectively. In
2011, we received a $2 million grant from The Dhgtional Advanced Technology Foundation to dgvel&iC-based membrane that can perform
reverse osmosis. If successful, we believe thisheilthe first inorganic reverse osmosis membraee @eveloped. The goal is to produce clean drpkin
water from sea water.




We believe increased government regulation onrésrment of produced water may increase our s&lf8sComembranes. Existing technology
may have difficulty meeting any increased requirete®ecause the hydro-cyclone technology currerstyd in most treatments of produced water is not
effective at removing suspended solids and is ptommdogging.

For the years ended December 31, 2012 and Dece3hp2011, our sales of liquid filters and servieese $4,192,063 and $3,708,624,
respectively, and accounted for 25% and 18% otatat sales, respectively.

Diesel Particulate Filters

We offer diesel particulate filters (“DPF”) for eatist emission control solutions to the verifiedafit and the original equipment manufacturer
(OEM) market through our direct sales force. DPEssare generally made to distributors specializingples to end users. We use a proprietary “nano
washcoat” to provide catalytic coating for anythfrgm diesel particulate filters to catalytic conegs. We have developed a robust silicon carbieset!
particulate filter that is especially useful fotees that produce a high soot load, and, if prigpmaintained, should last as long as the vehsobigine.
Our DPFs are ideal for off-road vehicles becaudbeaif strength, chemical non-reactive nature, enaoire resilience and thermal conductivity. OuFDP
products are sold worldwide, under the LigTech traame.

Our silicon carbide filters can handle higher doatls than filters that do not use a silicon caglsitembrane, which makes them ideal for
situations in which engines infrequently reach héglough temperatures to burn off soot. Exampldadiec

e Garbage trucks;
e Port vehicles;
e Diesel pickup trucks not carrying a full load;
e Off-road construction vehicles that idle for lopgriods of time; and
e Intra-city vehicles that do not reach highwayesjse
Most of our competitors’ DPFs do not use a silicarbide membrane.

For the years ended December 31, 2012 and 201%ates of diesel particulate filters were $12,184,@nd $17,211,557, respectively, and
accounted for 72% and 81% of our total sales, agsty.

Kiln Furniture

Kiln furniture refers to all items used in a kilm$upport ceramics that creates additional spac®iemize the number of items for each firing.
Our high-quality SiC kiln furniture is thinner (alving more items to be added for each firing), stiimds higher heat, lasts longer and reducesrthg fi
time (reducing energy costs) as compared to catelienullite and oxide bonded kiln furniture.

We intend to produce kiln furniture as a means &ximize the efficiency of our manufacturing procasd not as one of our primary products.

We began selling kiln furniture in 2011 and ouesdbr the years ended December 31, 2012 and Dece8hb2011, were $548,031 and
$271,996, respectively, and accounted for 3% anafletir total sales, respectively.

Our Competitive Strengths
We believe the following strengths position ugnicrease our revenue and profitability:

e Advantages of Silicon Carbide Membran. Our diesel and liquid filtration products utilisdicon carbide membranes which have certain
qualities that we believe make our products mosérdele than those of our competitors. Unlike dilion products that use aluminum oxide,
silicon carbide membranes are chemically inerttantperature resistant. Furthermore, silicon carlidenbranes exhibit a high degree of
hydrophilicity (hydrophilicity is the tendency ofsairface to become wet or to absorb water) whishltgin unique flux (low energy
consumption). Silicon carbide is also highly duealVith hardness next to diamonds, making it coivéun being used in a variety of indust
settings. As a result, we believe that such supgualities make our products desirable in botheesh emissions control products and liquid
filtration products.




e End Markets with Attractive Growth Characteristic. We provide filtration products for retrofit matkeand aftermarkets. We have the
opportunity to provide filters to the large end kets with attractive growth prospects. The incréaggobal regulation of diesel particles is
expected to drive growth in the DPF market. Acaogdio an industry publication, the global marketrfew DPF filters manufactured by OE
is expected to increase from approximately 1.7iomillnits in 2010 to over 9 million units in 20Zlhe global market for retrofitting diesel
engines with DPFs is expected to grow from appraxaty 5 million cumulative retrofit units in 2016 approximately 20 million cumulative
retrofits by 2025.

Water is essential to life on earth, and clean mgtiertages are expected to affect two-thirds @hihman population by 2025. (Source:
https://blueplanetnetwork.org/water/). AccordingPie Research, the annual global investment inlohézation was estimated to reach $16.6
billion by 2016. As a result, we anticipate thattgdl demand will increase for products such as thatscan be used to provide clean water.

e Broad Application of LigTech Membrane. Our membranes can and have been applied in etyafi settings, including the processing of
industrial waste water, produced water and pratreat of drinking water, prefilters for reverse osispoil emulsion separation, bacteria
remova | , clearing of wine and beer, and sepagatiatals from liquids used in industrial processes.

e Marketing and Manufacturing in Two Key Markets anBxpanding to Other Key Marke We have successfully started production in the
United States in addition to Denmarkyhere the production capacity has been increasech&e production and sales capacity in North
America and Europe. We also sell our products thincffices and agents in several key countries asdBrazil, Germany, Korea, France, i
and Singapore, and we have established custonagiored in more than 15 countries.

e Strong and Experienced Management Te: Our management team has significant experientieeinlean technology and filtration industr
driving growth through development of new applicat and technologies and cultivating relationshijik customers. Our team has an ave
of more than 10 years of management experiencek€@umanagers have worked in the industry duriegdbt 10 years.

Our Strategy

Our strategy is to create stockholder value byrlgieg our competitive strengths and focusing enapportunities in the ernttarkets we serv
Key features of our strategy include:

e Enter New Geographic Markets and Expand Existing kka&ts. We plan on continuing to manufacture and sellpraducts out of Denmark
and the United States. In October 2011, the Comppaeyed sales offices in France and Germany andkinuary 2012, we opened a sales
office in Singapore. We also intend to expand codpction capability to Asia when needed, by invesin a new production facility in South
Korea, along with opening new marketing officesloa continent. In addition, we intend to estab$iates outlets with technical support in o
European nations such as lItaly, while expandirghier markets such as Brazil. In certain othertiona such as Japan, China and Australia,
we intend to work with agents and partners to acsash markets.

e Continue to Strengthen Position in DPF MarketWe believe that we have a strong position inréftefit market for diesel particle systems.
We intend to continue our efforts to maintain cwersgth in this area. Furthermore, we intend tetage our experience in the OEM market
expand our presence in the OEM market with newyetsdrelating to diesel particle systems. We intenl@verage our products and
experience as the global DPF market is expecteddergo significant growth.

e Continue to Develop and Improve Technologies ande@iNew End Markets We intend to continuously develop our ceramic fmeme and
improve the filtration efficiency for our filtratioproducts. Through continuous development, wenthte find new uses for our products and
plan to expand into any new markets that we beleweld be appropriate for our company. One of @y &trategies is to develop our
membrane applications together with our custonrerisiding, for example, the development of the ngetteration of diesel filters with
asymmetric design for the OEM market, which is be@sted at a famous South Korean car manufacitMe also plan on manufacturing a
SiC membrane of 0.01 microns or less, which wowlsitipn us to enter the ultrafiltration market.dar kiln furniture business, we plan on
working towards developing a second generatiorloffirniture with no porosity.




e Continue Our Focus on Developing an Inorganic Rewer Osmosis MembraneThere is no inorganic reverse osmosis membrattesin
market today. In 2011, we received a $2 milliomngfeom The Danish National Advanced Technologyitation to develop a SiC-based
membrane that can perform reverse osmosis. Wediteoontinue our research and development effonsodify our membrane into one that
can perform reverse osmosis over the next seveeaby

Our Industry
Overview

We primarily serve two industries — the diesel jotetfilter market and the liquid filtration markedur goal is to position ourselves to expand
on and leverage our products and technology atakéoadvantage of the favorable industry trendswtieaanticipate.

Liquid Filtration Market

Water is essential for life on earth and clean wiatef vital importance for human survival. Onérthof the human population is living today
with clean water shortcomings and this is expetiddcrease to two-thirds of the population by 202& to the growing population. (Source: WHO -
http:/iwww.who.int/heli/risks/water/water/en/indaknl ). According to the World Health Organization, approately 1.6 million children are killed
every year due to unsafe water and the lack otlsasiitation. Due to the growing need for pure witedrinking and industrial purposes, the marfoet
membrane filtration is growing rapidly, with mornedalarger plants being commissioned all over thddvo

The growth is especially pronounced for reverseassrmembranes. Reverse osmosis membranes arasinglyg used for the production of
drinking water (desalination of sea water or bralekiater), for demineralised water in industriaqasses (boiler feed water, microelectronics
production), as well as in food processing and plaaeutical production. Also, laboratories rely amepwater, for which demineralisation is an essénti
step. According to Pike Research, the annual gliolvaktment in desalination is forecasted to re&kth6 billion by 2016. According to another indystr
report, the aggregate water volume treated by memnelsris expected to grow from 29 billion cubic meete 2009 to 82 billion cubic meters in 2020.

Today'’s reverse osmosis membranes are madeyhpad (plastics), arranged in spiral elementsaidardized dimensions. In recent years,
prices have dropped markedly, making membranatiittn more competitive. However, the technical fations of polymer membranes remain as follc

e The best plastic RO membranes use 3.5 kWh/cubiemwater and the flux (flow per square meter efrrane area) is low (typically 11
LMH).

e The plastic membranes are sensitive to damagdizimg chemicals (chlorine, ozone, etc.), tempaed above 40 C, and pH below 2 or above
12. These constraints limit the cleaning-in-plaC&) methods that can be used to recover the memsrpermeability and limit microbial
growth.

e The plastic membranes require excessive feed wegetreatment for removal of particulates in erdeprolong membrane life. For example,
during stormy weather, interruptions of service roagur due to the amount of suspended solids ifed water.

e There is a risk of bacterial contamination of thembranes. While bacteria are retained in theskziream, bacterial growth on the plastic
membrane itself can introduce tastes and odorghetproduct water. It is difficult to remove dwethe sensitivity of the membrane.




The development of an inorganic reverse osmosisbram is expected to improve the technology inwags: a finer filter (desalination) and
longer lifetime and cost reduction for the end udafe believe this will open a significantly largearket for us.

Diesel Particle Filter Market

Diesel emissions consist of several toxic gassdgarticles: particle matter (soot), carbon monexdd hydrocarbons. Soot has been linked to
a variety of health problems in humans. Abt Assesiafor the Clean Air Task Force, estimates thpt@imately 21,000 people in the U.S. die
prematurely each year from breathing diesel sQ8®of those from lung cancer. Another 27,000 teggaicks, 14,500 hospitalizations and 2.4 million
lost work days a year are attributable to diesei@date matter exposures. The Abt Associatesrtepsing EPA science advisory board methodology,
estimated that the monetary value of the healthed@® from diesel-related particulate matter inlt#& was approximately $139 billion (in 1999 dad)ar
Reducing diesel emissions will have both healtrefienand social benefits to society, along witliuged costs.

In response to these health impacts, governnianes been implementing legislation to regulate simis from diesel engines. California
implemented the Diesel Risk Reduction Plan whicjuired the curtailment of diesel particle emissibp25% by 2010 and a further 15% by 2020. New
York City has implemented binding directives foe tfetrofitting of buses, garbage trucks and contrm machines. In the European Union, Directive EC
715/2007 of June 20, 2007 defined particle coumitdi for certain cars and light utility vehicleslsd, in Europe, low emission zones have been
implemented locally, creating a patchwork of regata The increase in global regulation of diesattigles is expected to drive growth in the DPFkaa
According to an industry publication, the globalrke for new DPF filters manufactured by OEMs ipeoted to increase from approximately 1.7 million
units in 2010 to over 9 million units in 2020.

Our diesel particle filter removes more than 95%hefsoot in diesel emissions and, in many indtatia, up to 99%. Our catalysts remove and
reduce carbon monoxide and hydrocarbons in the samssion control system when installed on therfittr on a separate diesel oxidation catalyst.

Manufacturing

We currently manufacture our products in facilifiesated in Ballerup, Denmark and White Bear Lalgnesota. The main raw materials that
we use in our manufacturing processes are siliednide, platinum and palladium. We purchase theseodities from various sources generally based
upon availability and price. As other industrieselep products utilizing silicon carbide, we may be able to obtain adequate supplies of silicohida
required for the manufacture of our existing arahpkd future water filtration products. Any increéislemand for silicon carbide, platinum or palladiu
could increase the price we must pay to obtaindt@ould adversely affect our profitability. Howeyeur management believes that we could obtain
satisfactory substitutes for platinum and pallad{ether soil types) should they become unavailable.

Prior to our entry into the subcontract agreemétit &candinavian Brake Systems, as discussed belawnanufacturing facilities operated at
peak capacity. We currently have a subcontracteageat for production capacity with a subcontratoated in Tennessee. We have also entered into a
subcontract agreement with Scandinavian Brake Biste utilize the production capacity of their Nottivision. The new subcontract arrangement,
which has been extended through the end of 20H4sigaificantly increased our production capacity.

We have plans to expand our production capaciboth Denmark and Minnesota, primarily through dddal investment in equipment relating
to our liquid filtration products, when this becosnmeecessary.

Sales, Marketing and Distribution

Our products are sold primarily to large industdastomers that use our products for gas and liijtrigtion. To date, most of our sales have
been in the transportation sector, and we are isgésibroaden our sales into other areas suchodsiged water in the oil and gas sector, desalinatio
sector and other water purification areas. Folytar ended December 31, 2012, our four largesboests accounted for approximately 13%, 12%, 10%
and 7%, respectively, of our net sales (approxilpai®% in total). For the year ended December 81,12 our four largest customers accounted for
approximately 11%, 10%, 10% and 8%, respectivdlpuo net sales (approximately 39% in total). Wanplo actively market our existing products to
customers as we increase our production capacigycWikently have 10 full time salesmen or distitruagents. We promote our products through direct
contact to potential customers and by meeting pialesustomers in trade fairs and exhibitions.




In certain instances, our products are delivergtiéeend customer through systems integrators.eTéyestems integrators use our filtration
products in larger filtration systems which eveflijuare installed in products used by the end aqusto Due to the regulation surrounding the reasdns
many of the end customers use filtration systehessystems integrators often are required by sodltestomers to receive approval of their systems,
including the components used in such systems hafgiguires the use of significant time and moneya/esult, we believe that certain of the systems
integrators that use our products will not replagefilters with competitive products unless thisrgood reason.

Intellectual Property

Our success depends in part upon our ability tainpimaintain and protect intellectual propertyhtgthat cover our silicon carbide product
forms, applications and/or manufacturing processesspecifications and the technology or know-heat enables these product forms, applications,
processes and specifications, and to avoid anchdefgainst claims that we infringe upon the intellal property rights of others and to prevent the
unauthorized use of our intellectual property.c8iti carbide is a well-known material which was deped over 100 years ago and thus, extensive
research, development and publication on this ni@xists, making it difficult to obtain intellagl property rights to key elements of silicon ddeb
technology. Accordingly, at least some of the tetbgy used in the manufacture of our re-crystadliggicon carbide products is not protected by piste
Where we consider it appropriate, we seek to ptatcproprietary rights by filing United Stateddioreign patent applications related to technology
inventions and improvements that we consider pabéatand important to the development and condumtiobusiness. We also rely on trade secrets,
trademarks, licensing agreements, confidentiatity mondisclosure agreements, business partnershipsontinuing technological innovation to safed
our intellectual property rights and develop andntan our competitive advantage.

As of March 18, 2013, we had one issued UnitedeStaatent that we co-own with a third party, onediey United States patent application,
three issued foreign patents (in Germany, ChinaSmdh Korea) that we ocmwn with a third party and one pending Europeaemtadpplication which w
co-own with a third party. The United States patbat we co-own is generally effective for 20 yefaosn the filing date of the earliest U.S. or
international application to which it claims prigri The scope and duration of each of our foreigtepts varies in accordance with local law. Oueipiat
strategy is generally uncertain and involves comfggal and factual questions. Our ability to maintand solidify our proprietary technology may
depend in part upon our success in obtaining pagnts and enforcing those rights once grantditensed. We do not know whether any of our pending
patent applications will result in the issuanceiy patents. Our issued patents and those thatssiagy in the future may be challenged, invalidated,
rendered unenforceable or circumvented, which clmidd our ability to prevent competitors from mating similar or related products, or shorten the
term of patent protection that we may have forgaducts, processes and enabling technologieslditien, the rights granted under any issued patent
may not provide us with competitive advantagesresjaiompetitors with similar technology. Furthermavur competitors may independently develop
similar technologies, duplicate technology devetbpg us or otherwise possess intellectual propégtys that could limit our ability to manufactuser
products and operate our business.

We also rely on trade secret protection for ouffidential and proprietary information. Trade sesré&owever, can be difficult to protect. We
may not be able to maintain our technology or kimmm+ as trade secrets, and competitors may develapgquire equally valuable or more valuable
technology or know-how related to the manufactdreomparable silicon carbide products. We also seglotect our confidential and proprietary
information, in part, by requiring all employeesnsultants and business partners to execute cotifitly and/or nondisclosure agreements upon the
commencement of any employment, consulting arraegeer engagement with us. These agreements ggneguire that all confidential and
proprietary information developed by the employsmsultant or business partner, or made knowne@thployee, consultant or business partner by us,
during the course of the relationship with us, bpticonfidential and not disclosed to third partiHsese agreements may be breached and may nadg
adequate remedies in the event of breach. To tieatethat our employees, consultants or businegsgya use intellectual property owned by others in
their work for and/or with us, disputes could a@seto the rights in related or resulting technig@egknow-how or inventions. Moreover, while weoals
require customers and vendors to execute agreem@mtsining confidentiality and/or nondisclosureyisions, we may not have obtained such
agreements from all of our customers and vendoraddition, our trade secrets may otherwise bedarmown or be independently discovered by
competitors, customers or vendors. Such customersralors may also be subject to laws and regulstioat require them to disclose information thea
would otherwise seek to keep confidential.




We also believe that having distinctive names megrimportant factor in marketing our products] trerefore use trademarks to brand some
of our products. As of March 18, 2013, we had eadeémark registration in the United States (LigTRe&t) and four trademark registrations in the
European Union (AQUA SOLUTION, CoMem, CDPX and FURB FILTRATION).

Government Regulation

We do not believe that we are subject to any spgoigernmental regulations affecting our produntthie countries in which we have
operations, except that in Minnesota, we are reduiv comply with the Minnesota Air Pollution stands related to the use of our incinerator located
our Minnesota facilities. We are subject to numerbealth and safety laws and regulations. In thigedrstates, these laws and regulations include the
Federal Occupation Safety and Health Act and coafparstate legislation. We are also subject tolaimequirements in other countries in which weé
extensive operations, including Denmark, where rgesabject to various regulations. These regulatame frequently changing, and it is impossible to
predict the effect of such laws and regulationsi®in the future. We actively seek to maintainfe,daealthy and environmentally friendly workpldoe
all of our employees and those who work with us.

Environmental Matters

We are subject to a broad range of federal, dtatal and foreign environmental laws and regulaiamich govern, among other things, air
emissions, wastewater discharges and the hanglioigge, disposal and release of wastes and hamasdbstances. It is our policy to comply with
applicable environmental requirements at all offagilities. We are also subject to laws such asGbmprehensive Environmental Response,
Compensation and Liability Act, that may imposility retroactively and without fault for releasesthreatened releases of hazardous substances at
site or off-site locations. We are subject to simiequirements in Denmark and other European desnErom time to time, we have identified
environmental compliance issues at our facilitiesdate, compliance with environmental mattersri@shad a material effect upon the Compargapita
expenditures or competitive position.

Research and Development

We currently have five full-time employees spendingnajority of their working hours on research dedelopment. For the years ended
December 31, 2012 and 2011, we spent $742,00950%148 3, respectively, on Company-sponsored reseeard development.

In 2011, we entered into a joint development agerdgrwith Aalborg University (“Aalborg”) and The Diah National Advanced Technology
Foundation to develop a SiC-based membrane thagtediorm reverse osmosis. In connection with threegent, we were approved for a grant of $2
million, and we are entitled to receive additiohading upon reaching certain milestones as pravidghe agreement. Pursuant to a related agreement
with Aalborg, any intellectual property producedidg the project will be owned by Aalborg. However retain the right to obtain an exclusive license
to this intellectual property, provided the useeisited to our business. If successful, we beliegéthis will be the first inorganic reverse osieos
membrane ever developed. The goal is to produes elenking water from sea water.

Competition
Our products compete with other filters that arelenasing both ceramic and plastic membranes. Masirocompetitors are large industrial
companies. However, we believe our patented teoggalllows us to produce high quality, low costdurats that give us an advantage over many of our

competitors, many of which have greater finan¢&thnological, manufacturing and personnel resauid& intend to continue to devote resources to
improving our products in order to maintain ourstixig customers and to add new customers.
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Employees

As of March 15, 2013, we had 80 employees, 74 airwivere full time employees. We had 51 employeesiabperations in Denmark,
including five in Research and Development, fivsates and two in executive management. We als@Aainployees in the United States, one of whom
was in executive management; the others were emglioysales and production. We also had 4 emplape®mgapore, one of whom was in executive
management; the others were employed in salesdmihstration and one employee in Germany.

None of our employees are members of a labor umi@mne represented by workers’ councils that halleative bargaining agreements. We
believe that our relations with our employees aredy

Corporate Information
We are incorporated under the laws of the Staenfada. Our principal executive offices are locatethdustriparken 22C, 2750 Ballerup,

Denmark, and our telephone number is +45449860@0maintain an Internet website_at www.ligtech.cobhe information contained in, or accessible
from, our website is not a part of this report.
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Item 1A. Risk Factors
RISKS RELATED TO OUR BUSINESS
We may be adversely affected by global and regi@nomic conditions and legislative, regulatorydpolitical developments.

We sell our products around the world, and we exfgecontinue to derive a substantial portion d¢ésdrom outside the U.S. The recent
worldwide recession has had, and the Europeancdisi® and the continuing uncertainty as to ecooatovery may have, adverse consequences for ou
customers and our business. The uncertain macroetomrenvironment in the U.S. and other countriesiad the globe from which we derive significant
sales may adversely affect our results and could hanegative impact on demand for our productheprospects, strength and timing of the current
recovery remain uncertain as well as the possitilita return to a recession in the U.S. and otbentries around the globe. Customers or suppiiens
experience cash flow problems and as a result,m@dify, delay or cancel plans to purchase our petsjand suppliers may significantly and quickly
increase their prices or reduce their output. Add#lly, if customers are not successful in gemegagufficient revenue or are precluded from sewri
financing, they may not be able to pay, or mayylplyment of, amounts owed to us. Any inabiliticafrent and/or potential customers to purchase our
products and/or to pay us for our products may i affect our sales, earnings and cash flonesSaihd earnings could also be affected by ourtyahil
manage the risks and uncertainties associatedéthpplication of local legal requirements or¢néorceability of laws and contractual obligatiomagde
protection measures, changes in tax laws, regjuolidical instability, war, terrorist activitiesegsere or prolonged adverse weather conditions ahdail
disasters as well as health epidemics or pandemics.

Our inability to protect our intellectual propertyights could negatively affect our business and ués of operations.

Our ability to compete effectively depends in pgybn developing, maintaining and/or protectingllattual property rights relevant to our re-
crystallized silicon carbide product forms, appiicas and manufacturing processes. We rely pritlgipa a combination of patent protection, traderet
laws, confidentiality and non-disclosure agreemants trusted business relationships to establisintain and protect the intellectual property rgght
relevant to our business. These measures, howeagrnot be adequate in every given case to pesnit gain or keep any competitive advantage,
particularly in those countries where the laws dbprotect our proprietary rights as fully as ie thnited States. In particular, because silicobidaris a
well-known material (developed over 100 years agny there has been extensive research, develoamepublication related to this material and its
wide range of applications, obtaining intellectpedperty rights to key elements of silicon carbielehnology can be challenging. Accordingly, atieas
some of the technology employed in our manufaabire-crystallized silicon carbide products is paottected by patents.

Where we consider it appropriate, we seek patentegtion in the United States and other countiiegechnologies used in or relating to our re-
crystallized silicon carbide product forms, apgiieas and manufacturing processes. As of Marct2@83, we had one issued United States patent and
three issued foreign patents, all of which we carevith a third party. The issuance of a patenbisaonclusive as to its scope, validity and enfabilty.
Thus, any patent or patent application which mayesinto a patent held by us could be challengedlidated or held unenforceable in litigation or
proceedings before the U.S. Patent and Trademdide@ind/or other patent tribunals, or circumvergathers. No consistent policy regarding the
breadth of patent claims has emerged to date ibJtiited States and the landscape could become unoeztain in view of future rule changes by the
United States Patent and Trademark Office, thedhiction of patent reform legislation and decisiongatent law cases by United States federal sourt
The patent landscape outside the United Stata®isless predictable. As a result, the validity antbrceability of patents cannot be predicted with
certainty. In addition, we may fail to apply fortpats on important technologies or product candglat a timely fashion, if at all, and our existaed
future patents may not be sufficiently broad tovpre others from practicing our technologies onfrdeveloping competing products or technologies,
especially given the long history of silicon cabidevelopment.
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As of March 18, 2013, we had one pending UnitedeStpatent application and one pending foreignmpateplications. The issuance of patents
from these applications involves complex legal taudual questions and, thus, we cannot assurattyabf our pending patent applications will result
the issuance of patents to us. The United Statesnifand Trademark Office and relevant foreign ipiati#ounals may deny or require significant
narrowing of claims in our pending patent applicasi. Patents issued as a result of any of our pgraditent applications may not cover our enabling
technology and/or the products or processes tipgiostiour current or future business or afford itk wignificant commercial protection against other
with similar technology. Proceedings before thetéthiStates Patent and Trademark Office could resaliiverse decisions as to the priority of our
inventions and the narrowing or invalidation ofikla in issued patents. In addition, our pendingpaapplications filed in foreign countries arejeabto
laws, rules and procedures that differ from thdsth® United States, and thus foreign patent aptitins may not be granted even if counterpart dnite
States patents are issued.

Moreover, others may independently develop andimlp&tents covering technologies that are simitasuperior to the product forms,
applications or manufacturing processes that wd@mff that happens, we may need to obtain licerieethese technologies and may not be able to
obtain licenses on reasonable terms, if at allctvisbuld limit our ability to manufacture our curtend/or future products and operate our busirness.
addition, third parties could practice our intellead property rights in territories where we do have intellectual property protection. Such tipedties
may then try to import products made using ourlietéual property rights into the United State®trer countries.

Our contracts with third parties could negativelyfact our intellectual property rights.

To further our product development efforts, we hamd/or continue to work closely with customers, Branish government and other third
parties to research and develop advancementsdarsitarbide product forms, applications, manufactuprocesses and related products and
technologies. We have entered into agreementspuiithte third parties and have been awarded andsead development contract with the Danish
government to independently and jointly researelsjgh and develop new devices and systems thapioiede our silicon carbide technologies. We
expect to enter into similar private agreementskandwarded similar government contracts in theréutin some instances, the research and develdpmer
activities that we conduct under these contractg pnaduce intellectual property to which we may hate ownership or exclusive rights and will be
unable to protect or monetize. Furthermore, thetddcbe disputes between us and a private thiny parto the ownership rights to any inventions tina
develop in collaboration with such third party. Asiych dispute may cause us to incur substantitd eosl could place a significant strain on ourritial
resources, divert the attention of management fsancore business or harm our reputation.

We rely on trade secrets to protect our technologryd our failure to obtain or maintain trade secretotection could adversely affect our competitive
business position.

We rely in part on trade secret protection to motenfidential and proprietary information relafito our technology, particularly where we do
not believe patent protection is appropriate oritatble. We continue to develop and refine the rfaturing processes used to produce our re-
crystallized silicon carbide products and belidvwa tve have already developed, and will continugeteelop, significant know-how related to these
processes. Trade secrets however can be diffepitdtect. We may not be able to maintain the sgapéour know-how, and competitors may develop or
acquire equally or more valuable know-how relatethe manufacture of comparable silicon carbidelpets. Our strategy for scale-up of commercial
production will continue to require us to sharefatential and proprietary information with third pies. While we take reasonable efforts to protemt
trade secrets, our employees, consultants, cootsagt scientific and other advisors, or thosewflmisiness partners, may intentionally or inachrety
disclose our confidential and proprietary inforroatio competitors. Any enforcement of claims byhat a third party has obtained and is using i@afet
secrets is expensive, time consuming and uncettaaddition, foreign courts are sometimes les$ingithan United States courts to protect tradeetec

We also require all employees, consultants anchbasipartners to execute confidentiality and/odismtosure agreements upon the
commencement of employment, consulting arrangeoresther engagement with us, which agreementsrgynesquire that all confidential and
proprietary information developed by such employeasultant or business partner, or made knowndh employee, consultant or business partner |
during the course of the relationship with us, bpticonfidential and not disclosed to third partidsese agreements generally provide, with redpect
employees, that inventions conceived by an indifdu the course of rendering services to us vélblor exclusive property. Nevertheless, these
agreements may not be honored and our confiderttproprietary information may be disclosed, esthagreements may be unenforceable or difficult
to enforce. We also require customers and vendagdcute agreements containing confidentiality@mbndisclosure provisions. However, we may not
have obtained such agreements from all of our ouste and vendors. Some of our customers may alsolfject to laws and regulations that require t
to disclose information that we would otherwiseksteekeep confidential. Our confidential and prepairy information may be otherwise disclosed witl
our authorization. For example, third parties migivierse engineer our manufacturing processegpyémtiently develop substantially equivalent
confidential and proprietary information or otheswigain access to our trade secrets. Failure tataratrade secret protection could enable ottters t
produce competing products and adversely affectomnpetitive business position.
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We could become subject to intellectual propertightion that could be costly, limit or cancel oumtellectual property rights, divert time and effty
away from business operations, require us to payndges and/or otherwise have an adverse materialdotpn our business.

The success of our business is highly dependeptaiacting our intellectual property rights. Unaaribed parties may attempt to copy or
otherwise obtain and use our products and/or emgabdichnology. Policing the unauthorized use ofiotellectual property rights is difficult and
expensive, as is enforcing these rights againsithngzed use by others. Identifying unauthorized of our intellectual property rights is diffichiecaus
we may be unable to monitor the processes and/@rials being employed by other parties. The stepsave taken may not prevent unauthorized use of
our intellectual property rights, particularly ioréign countries where enforcement of intellecpraperty rights may be more difficult than in theitéd
States.

Our continued commercial success will also deparghit upon not infringing the patents or violatthg intellectual property rights of third
parties. We are aware of patents and patent afiplisagenerally relating to aspects of our techgiele filed by, and issued to, third parties. Ndweldss,
we cannot determine with certainty whether suckgator patent applications of other parties materaly affect our ability to conduct our business
There may be existing patents of which we are uratet we may inadvertently infringe, resultingclaims against us or our customers. In the evet
the manufacture, use and/or sale of our produgbsamesses is challenged, or if our product formgrocesses conflict with the patent rights of odhe
third parties could bring legal actions againsinuge United States, Europe or other countriegirehg damages and seeking to enjoin the manufagtur
and/or marketing of our products. Additionallyisinot possible to predict with certainty what patelaims may issue from any relevant third-party
pending patent applications. Third parties maylie # obtain patents with claims relating to oroduct forms, applications and/or manufacturing
processes which they could attempt to assert agans

In either case, litigation may be necessary toresfrotect or defend our intellectual properghts or to determine the validity and scope of
the intellectual property rights of others. Anygétion could be unsuccessful, cause us to indestantial costs, divert resources and the effdrtaio
personnel away from daily operations, harm our tapn and/or result in the impairment of our ifgetual property rights. In some cases, litigaticey
be threatened or brought by a patent holding copnpaother adverse patent owner who has no relgrauiuct revenues and against which our patents
may provide little or no deterrence. If we are fdua infringe any patents, we could be requireflljgpay substantial monetary damages, including los
profits, reasonable royalties and/or treble dam#gesinfringement is found to be willful and/a)(totally discontinue or substantially modify any
products or processes that are found to be intidol®f another party’s intellectual property rightf our competitors are able to use our technplog
without payment to us, our ability to compete effezly could be harmed.

We face competition and technological advances bgnpetitors which could adversely affect the salé®or products.

The growth of our company depends in part on maiing and growing the sales of our current prodirctsur markets, but also in develop
new products and technologies. There is significambpetition among companies that provide solutfongollutant emissions from diesel engines
water purification solutions. Several companieskafaproducts that compete directly with our produ@ther companies offer products that pote
customers may consider to be acceptable altersatiiveur products and services, including prodties are verified by the EPA or other environme
authorities. We face direct competition from comiparwith greater financial, technological, manufisicty and personnel resources. Newly devel
products could be more effective and cost effictah our current or future products.
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Failure to obtain required raw materials could afé our ability to supply products to our customers.

We use silicon carbide, platinum and palladiunhia tanufacture of our products. As other industi@gelop products utilizing silicon carbide,
we may not be able to obtain adequate supplietiadrs carbide required for the manufacture of existing and planned future water filtration protuc
Any increased demand for silicon carbide, platimurpalladium could increase the price we must pagbtain it and could adversely affect our
profitability.

We rely on subzontractors to meet current demand for our produetsd we will need to obtain additional manufactudncapacity in order to increa
production of our existing products or to produceiioproposed new product:

We do not have sufficient internal manufacturingasity to meet the current demand for our prodwetd, we rely on subcontractors to enable
us to meet this demand. Since we rely on our sutexors for a significant amount of our product@apacity, the loss of the services of our
subcontractors would have a material adverse effecur business. Our plans for the growth of awsifess rely upon increasing sales of our existing
products and developing and marketing new prodii¢ésdo not have adequate internal manufacturinigities to substantially increase production of our
products and obtaining additional manufacturingacity in-house will require substantial capital exgitures. We may not be able to locate such
additional facilities, and, if located, we may hatve the capital resources to obtain or consthaeht

Historically, we have been dependent on a few majostomers for a significant portion of our compa’s revenue. Our revenue could decline if we
unable to maintain or develop relationships with @itional customers and our results of operationsutd be adversely affected if any one of th
customers is unable to meet their financial obligats to us.

For the year ended December 31, 2012, we had 4uwustomers who accounted for approximately 42%uoftotal revenues. During the year
ended December 31, 2011, we had four customersaatmunted for approximately 39% of our total revemulf we are unable to diversify our customer
base, our future results will be heavily depenaenthese customers. If any one of these custoradtges their demand for our products, it will have
material adverse effect on our operations.

A significant portion of our account receivablesdacentrated with these major customers, soméofimhave limited working capital
resources. The failure of any such customers tcapagyunts owed to us in a timely fashion could havadverse effect on our results of operations.

Foreign currency fluctuations could adversely impafinancial performance.

Our reporting currency is the United States doBsacause of our activities in Denmark, the Unitédgdom, the European
Continent, Singapore and South Korea, we are exiposiuctuations in foreign currency rates. We magnage the risk to such exposure by entering into
foreign currency futures and option contracts. goreurrency fluctuations may have a significariéef on our operations in the future.

The recent European debt crisis could have a maikddverse effect on our European operations.

The recent European debt crisis and related Eurcfiancial restructuring efforts have contributednstability in the global credit markets ¢
may cause the value of the Euro to further detatdoilf global economic and market conditions,@m®mic conditions in Europe, the United States or
other key markets remain uncertain or deterionatinér, the value of the Euro and the credit mamkay weaken. While we do not transact a significant
amount of business in Greece, Spain or Italy, #reegal financial instability in those countries keblnave a contagion effect on the region and cout tc
the general instability and uncertainty in the Epa@n Union. If this were to occur, it could advérsdfect our European customers and suppliersrand
turn have a materially adverse effect on our Eusogaisiness and results of operations.
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Future growth of our business depends in part, dretgeneral availability of funding for emissions ntrol programs, as well as enforcement of exist
emissions-related environmental regulations and thuer tightening of emission standards worldwide.

Future growth of our business depends in part ergémeral availability of funding for emissions tohprograms, which can be affected by
economic as well as political reasons. For examplight of the recent budget crisis in Californfanding was not available for a state-funded sioiss
control project and its start date was pushed backcent budget proposal put forth by the Obanmaiatration did not include funding for the EPA’s
Diesel Emissions Reduction Act program in fiscal20Funding for these types of emissions controjaats drives the demand for our diesel particulate
filters. If such funding is not available, it caagatively affect our future growth prospects. Iditidn to funding, we also expect that our fututssiness
growth will be driven, in part, by the enforcemefexisting emissionselated environmental regulations and tighteningrofssions standards worldwir
If such standards do not continue to become styiate loosened or are not enforced by governmenthbrities due to commercial and business pressur
or otherwise, it could have a material adversecéfie our business, operating results, financiatlt@n and long-term prospects.

We face constant changes in governmental standdrgsvhich our products are evaluated, and if we cahmeet any such changes, some of our
products could become obsole

We believe that, due to the constant focus onml#@ment and clean air and clean water standardsghout the world, a requirement in the
future to adhere to new and more stringent regniatboth in the U.S. and abroad is possible asrgomental agencies seek to improve standards rehuire
for certification of products intended to promokean air and water. In the event our productstfaiheet these evehanging standards, some or all of
products may become obsolete, which could havelearse effect on our business, operating resutisnéial condition and long-term prospects.

Our results may fluctuate due to certain regulatomparketing and competitive factors over which waue little or no control.
The factors listed below, some of which we canmaottiol, may cause our revenue and results of dpesato fluctuate significantly:
e Actions taken by regulatory bodies relating te terification, registration or health effects of products;
e The extent to which existing and newly developeatlucts obtain market acceptance;
e The timing and size of customer purchases;
e Customer concerns about the stability of ourfess, which could cause them to seek alternativesrtsolutions and products; and
e Increases in raw material costs.

Any liability for environmental harm or damages raeking from technical faults or failures of our prducts could be substantial and could materia
adversely affect our business and results of opienas.

Customers rely upon our products to meet emissiontol standards imposed upon them by the govarhriailure of our products to meet
such standards could expose us to claims from ies® Our products are also integrated into gosdd by consumers, and therefore a malfunction or
the inadequate design of our products could résyitoduct liability claims. Any liability for envdbnmental harm or damages resulting from technical
faults or failures could be substantial and coulderially adversely affect our business and resifltperations. In addition, a well-publicized aadtar
perceived problem could adversely affect the m&lgtrception of our products, which would matdyihpact our financial condition and operating
results.

We could become liable for damages resulting froor mmanufacturing activities.

The nature of our manufacturing operations expasés potential claims and liability for environni@indamage, personal injury, loss of life
damage to, or destruction of, property. Our martufémg operations are subject to numerous lawsregdlations that govern environmental protection
and human health and safety. These laws and rexnddtave changed frequently in the past andrédsonable to expect additional and more stringent
changes in the future. Our manufacturing operatiag not comply with future laws and regulations] ave may be required to make significant
unanticipated capital and operating expenditurdsitay our operations within compliance with suegulations. If we fail to comply with applicable
environmental laws and regulations, manufacturimdejines, and workplace safety requirements, gowental authorities may seek to impose fines and
penalties on us or to revoke or deny the issuancenewal of operating permits, and private pamiey seek damages from us. Under such circumstz
we could be required to curtail or cease operaticmsduct site remediation or other correctiveator pay substantial damage claims for which naty
have sulfficient or any insurance coverage for ciaim
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We will incur significant costs as a result of oging as a public company, and our management mayréquired to devote substantial time to
compliance initiatives.

As a public company, we will incur significant lEdgaccounting and other expenses. In additionStrbanes-Oxley Act, as well as rules
subsequently implemented by the SEC, have impoaedus requirements on public companies, includagyiring establishment and maintenance of
effective disclosure and financial controls as aslimandating certain corporate governance practizer management and other personnel will devote a
substantial amount of time and financial resoutoghese compliance initiatives.

If we fail to staff our accounting and finance ftino adequately, or maintain internal control systeadequate to meet the demands that are
placed upon us as a public company, we may be @raleport our financial results accurately oa itimely manner and our business and stock prige
suffer. The costs of being a public company, as agetiversion of management’s time and attentiagy have a material adverse effect on our future
business, financial condition and results of openat

We will need to add qualified additional personres we expand our business, and we may not be abéariploy such persons, which will affect our
ability to expand.

Our current employees are spending virtually athefr time on our existing products and customiersrder to expand our product offerings
and customer base, we will need to hire additigoalified personnel. We may not be able to locatdh persons, and even if we locate them, we may not
have the funds to employ them.

We may depend upon outside advisors, who may nauadlable on reasonable terms and as needed.

To supplement the business experience of our offiaed directors, we may be required to employ @attzmts, technical experts, attorneys, or
other consultants or advisors. Our Board, withawytiaput from stockholders, will make the selectairany such advisors. Furthermore, we anticipfad¢
such persons will be engaged on an “as needed’ bétsiout a continuing fiduciary or other obligatito us, and we cannot assure you that their segvic
will be available to us on a timely basis.

Our success will depend, to a large degree, ondRkpertise and experience of the members of our ngeraent team.

Our success is, to a large degree, dependent hpaxpertise and experience of the managementasdrits ability to attract and retain quality
personnel. The loss of the services of one or mbseich personnel could have a material adversetedh our business. Our business may be adversely
affected if we are unable to continue to attract @iain such personnel.

A significant portion of our assets and the majoribf our officers and directors are located outsidéthe United States, and therefore it may
difficult for an investor to enforce within the Unéd States any judgments obtained against us ohsoificers and directors.

A significant portion of our assets are locatedsimlet of the United States. In addition, the majaoit our officers and directors are nationals
and/or residents of countries other than the Uriitiadies, and all or a substantial portion of suersgns’ assets are located outside the UnitedsStasea
result, it may be difficult for an investor to afteservice of process or enforce within the UniBates any judgments obtained against us or sticlersf
or directors, including judgments predicated ugendivil liability provisions of the securities lavof the United States or any state thereof. Initiacd
there is uncertainty as to whether the courts leéiojurisdictions would recognize or enforce judgiseof United States courts obtained against wsior
directors and officers predicated upon the ciaibllity provisions of the securities laws of theitdd States or any state thereof, or be competemear
original actions brought in other jurisdictions a4 us, or such officers and directors predicafeoh the securities laws of the United States prstate
thereof.
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We may have insufficient funds to develop our busas, which may adversely affect our future growth.

On March 2, 2012, we completed a registered puffering of our common stock whereby we issued soild 2,511,500 shares at a per share
price of $3.25 and generated net proceeds of appately $7.1 million. We also issued to the placetregent and certain of its agents for $100, wasran
to purchase an aggregate of 125,575 shares oboumnon stock with an exercise price equal to $4.B&kvare exercisable for a period of five years
commencing after the effective date of the rediistnastatement related to the offering.

We intend to use the net proceeds from the offdanghe development and marketing of our produtis engineering, development and testing
of our membranes, and the opening of local salé=esfin certain countries outside of the U.S. Brethmark. However, we can provide no assurance that
the net proceeds from the offering will be adeqt@ai@chieve our long term goals. The continued ¢inat our business will depend in part upon our
ability to continue to develop new products andhtike strategic acquisitions. We may not generdfieismt cash flow from our operations to allow tes
fund these activities. We may need to sell additi@guity or borrow funds in order to develop thgeawth strategies and our inability to raise the
additional capital and/or borrow the funds needeithiplement these plans may adversely affect osinless and future growth.

RISKS RELATED TO OUR COMMON STOCK

There is a limited trading market for our commonastk, which could make it difficult for you to liqulate an investment in our common stock in a
timely manner.

Our common stock is currently quoted on the OverGbunter Bulletin Board (“OTCBB”) and the OTC Matk — OTCQX tier. Because there
is a limited public market for our common stockuymay not be able to liquidate your investment wiam want. An active trading market for our
common stock may not develop.

The lack of an active public trading market medwas you may not be able to sell your shares of comstock when you want, thereby
increasing your market risk. Until our common stéxksted on a securities exchange, we expectittall continue to be traded on the OTCBB and the
OTC Markets — OTCQX tier or on another over-the+geu quotation system. However, an investor may ifirifficult to obtain accurate quotations
regarding the common stock’s market value. In &oidjtf we fail to meet the criteria set forth iES regulations, various requirements would be irados
by law on broker-dealers who sell our securitiegarsons other than established customers anddited-évestors. Consequently, such regulations may
deter broker-dealers from recommending or sellimgo@mmon stock, which may further affect its lidjty.

If securities analysts do not publish research @ports about our business or if they downgrade usor sector, the price of our common stock cot
decline.

The trading market for our common stock will depé@ngart on research and reports that industrynantial analysts publish about us or our
business. We do not control these analysts. Fumiver, if one or more of the analysts who coverawriyrades us or the industry in which we operate or
the stock of any of our competitors, the price @f common stock will probably decline. If one ormof these analysts ceases coverage altogether, we
could lose visibility, which could also lead to ectine in the price of the common stock.

Approximately 35.9% of our common stock is conteall by our officers and directors, who have the #gito substantially influence the election
directors and other matters submitted to stockhakle

As of March 18, 2013, 9,551,464 shares, or 35.9%upcommon stock, including stock options andraats, were beneficially owned by our
officers and directors, including 5,713,541 shaoe®1.9%, of our common stock beneficially owngdddo Petersen, our Chairman of the Board and
2,634,221 shares, or 10.8%, of our common stockfi@ally owned by Lasse Andreassen, our CEO. Aesalt, our officers and directors and Aldo
Petersen and Lasse Andreassen, in particularxpezd to continue to have the ability to sigmifity influence the election of our Board of Dirarst
and the outcome of all other issues submitted tstmeckholders. The interests of these principadidiolders may not always coincide with our inteyes
the interests of other stockholders, and they ncajnea manner that advances their best interestsat necessarily those of other stockholders. One
consequence to this substantial influence or cbigtthat it may be difficult for investors to rermour management. This could also deter unsddlicite
takeovers, including transactions in which stocleod might otherwise receive a premium for thesireb over then current market prices.
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We cannot assure you that our common stock will bee listed on a securities exchange and the failtwedo so may adversely affect your ability to
dispose of our common stock in a timely fashion.

The New York Stock Exchange, NYSE AMEX (“AMEX"nd the NASDAQ Stock Market recently amended theiinlg rules to restrict the
ability of companies that have completed reverseyers to list their securities on such exchangesrder to become eligible to list their securities
such exchanges, reverse merger companies mushhevbeir securities traded on a U.S. over-the-msunarket (for example, the OTCBB) for at least
one year, maintained a certain closing price fpeod of not less than 30 of the most recent 3 gaior to the filing of an initial listing applition and
prior to listing, subject to certain company sinel anarket capitalization qualifications, and timélgd with the SEC all required reports since the
consummation of the reverse merger, including amaial report containing audited financial stateradot a full fiscal year commencing after the dafte
the filing of the Form 8-K containing the compani#erm 10 information. As such, although we plaseek listing of our common stock on the AMEX or
on NASDAQ as soon as reasonably practicable, weotlourrently meet the new listing standards. Wg ma be able to satisfy the initial listing
standards of the AMEX or NASDAQ in the foreseedbtere or at all. Even if we are able to list oomumon stock on such exchanges, we may not be
able to maintain a listing of the common stock oohsstock exchange.

The market price and trading volume of our commotosk may be volatile, which may adversely affestritarket price.
The market price of our common stock could be suligesignificant fluctuations due to factors sash
e actual or anticipated fluctuations in our final@ondition or results of operations;

e the success or failure of our operating strategimesour perceived prospects; realization of anthefrisks described in this section; failure tc
covered by securities analysts or failure to mieeteixpectations of securities analysts;

e a decline in the stock prices of peer comparied,;

e a discount in the trading multiple of our comnstock relative to that of common stock of certdilmar peer companies due to perceived risks
associated with our smaller size.

As a result, shares of our common stock may trageees significantly below the price you paidattyuire them. Furthermore, declines in the
price of our common stock may adversely affectahility to conduct future offerings or to recruitdaretain key employees, including our managing
directors and other key professional employees.

You may experience dilution as a result of futurgsuances of our securities.

In general, stockholders do not have preemptiviesitp any common stock issued by us in the fuilinerefore, stockholders may experience
additional dilution of their equity investment ilevissue additional shares of common stock in theduincluding shares issuable under equity ineent
plans, or if we issue securities that are converiitto shares of our common stock.

Our common stock is considered a “penny stock” amay be difficult to sell.

Trades of our common stock are subject to Ruledpgemulgated by the SEC under the Exchange Adthwimposes certain requirements on
broker-dealers who sell securities subject to tie to persons other than established customera@mddited investors. For transactions covereithdy
rule, broker-dealers must make a special suitghiltermination for purchasers of the securitigrageive the purchaser’s written agreement to the
transaction prior to sale. The SEC also has otlies that regulate broker-dealer practices in cotimewith transactions in “penny stocks”. Penrycks
generally are equity securities with a price oflésan $5.00 (other than securities listed on mmalt securities exchange, provided that curreicepnd
volume information with respect to transactionshiat security is provided by the exchange or syst&ime penny stock rules require a brodesler, priol
to a transaction in a penny stock not otherwisenmtdérom the rules, to deliver a standardized disiclosure document prepared by the SEC that pesvid
information about penny stocks and the nature awel lof risks in the penny stock market. The bredealer also must provide the customer with current
bid and offer quotations for the penny stock, thmpensation of the broker-dealer and its salespénstie transaction, and monthly account statesnent
showing the market value of each penny stock heteé customer’s account. The bid and offer quaniatiand the broker-dealer and salesperson
compensation information, must be given to thearast orally or in writing prior to effecting theatisaction and must be given to the customer iringrit
before or with the customer’s confirmation. Theseldsure requirements have the effect of reduttisdevel of trading activity in the secondary retrk
for our common stock. As a result of the foregoingestors may find it difficult to sell their shes.
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We have no current plan to pay dividends on our aopn stock, and investors may lose the entire amoofitheir investment.

We have no current plans to pay dividends on oomaon stock. Therefore, investors will not receing funds absent a sale of their shares. We
cannot assure investors of a positive return om ifmeestment when they sell their shares nor caragsure that investors will not lose the entirewm of
their investment.

Provisions in our certificate of incorporation antbylaws could discourage a change in control, or anquisition of us by a third party, even if t
acquisition would be favorable to you, thereby athady affecting existing stockholders.

Our Articles of Incorporation and bylaws contaiysions that may have the effect of making moffadilt or delaying attempts by others to
obtain control of our Company, even when thesergite may be in the best interests of stockhold@sexample, our certificate of incorporation
authorizes our Board of Directors, without stocklevlapproval, to issue one or more series of pelestock, which could have voting and conversion
rights that adversely affect or dilute the votirgmer of the holders of common stock. These proms@nd others that could be adopted in the futouéc
deter unsolicited takeovers or delay or prevenngha in our control or management, including tratisas in which stockholders might otherwise reeeiv
a premium for their shares over then current magvkiees. These provisions may also limit the apiit stockholders to approve transactions that thay
deem to be in their best interests.

Item 1B. Unresolved Staff Comments

None.
Item 2.  Properties

Our corporate headquarters are located in Indaskgm 22C, 2750 Ballerup, Denmark. We lease apprabdly 55,000 square feet at our
Ballerup location, of which approximately 10,00@arg feet is used for office space and 45,000 sdeat is used for production. The lease is farant
of six years until August, 2018. Our U.S. operadiane located at 1800 - 1810 Buerkle Road White Bake, Minnesota 55110 where we lease
approximately an aggregate of 45,000 square féathich 6,000 square feet is used for office spaue 39,000 square feet is used for production. The
lease will expire on February 28, 2017.
Iltem 3. Legal Proceedings

From time to time, we may be involved in litigaticelating to claims arising out of our operationshie normal course of business. As of
December 31, 2012, we were not a party to in agallproceeding that we believe would have a matadeerse effect on our business, financial
condition or operating results.

Iltem 4. Mine Safety Disclosures.

Not applicable.
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Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities

Our common stock is currently quoted on the OTCBB the OTC Markets — OTCQX tier. Prior to the Marghere was not an active market
and no trading volume during fiscal year 2010. fdilewing table sets forth the high and low bidgas for the common stock for the periods indicated:

2013 High Low

1st Quarter (through March 22, 2013) $ 254 $ 1.2¢
2012 High Low

4th Quarter $ 1.7C $ 1.2
3rd Quarter 2.2C 1.3€
2nd Quarter 3.31 2.21
1st Quarter 4.5C 3.1:
2011 High Low

4th Quarter $ 328 % 3.1¢F
3rd Quarter 3.4C 3.01

2nd Quarter — —
1st Quarter — —

2010 High Low

4th Quarter $ — 3 —
3rd Quarter — —
2nd Quarter — —
1st Quarter — —

The above table is based on a report provided d¥D(hC Markets Group, Inc. These quotations refteer-dealer prices, without retail mark-
up, markdown or commissions, and may not necegsapkesent actual transactions.

Based upon information supplied to us by our tranafient as of March 13, 2013, we had approximé&@lstockholders of record.

We do not intend to declare or pay dividends oncmunmon stock in the foreseeable future. Inste@dgenerally intend to invest any future
earnings in our business. Subject to Nevada lawBoard of Directors will determine the paymenfutiire dividends on our common stock, if any, and
the amount of any dividends in light of:

e any contractual restrictions limiting our ability pay dividends that may be applicable at sudle;ti
e our earnings and cash flow;

e our capital requirements;

e our financial condition; and

e other factors our board of directors deems reieva

Item 6. Selected Financial Data

We are not required to provide selected finandchdlisclosures because we are a smaller repadimgany.
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Item 7. Management’s Discussion and Analysis &inancial Condition and Results of Operations
Forward Looking Statements

Certain statements made in this Annual Report amH®-K are “forward-looking statements” regardthg plans and objectives of
management for future operations and market trandsxpectations. Such statements involve knowruakdown risks, uncertainties and other factors
that may cause our actual results, performancetoe@ements to be materially different from anyfetresults, performance or achievements expres
implied by such forward-looking statements. Theviard-looking statements included herein are basetlirent expectations that involve numerous risks
and uncertainties. Our plans and objectives aredyas part, on assumptions involving the continegplansion of our business. Assumptions relating to
the foregoing involve judgments with respect topamother things, future economic, competitive aradtket conditions and future business decisiohs, al
of which are difficult or impossible to predict acately and many of which are beyond our contédthough we believe that our assumptions underlying
the forward-looking statements are reasonablepéitye assumptions could prove inaccurate andetbe, there can be no assurance that the forward-
looking statements included in this report will peao be accurate. In light of the significant umaimties inherent in the forward-looking statensent
included herein, the inclusion of such informatstould not be regarded as a representation by aisyonther person that our objectives and plansheil
achieved. We undertake no obligation to revisepotate publicly any forward-looking statements foy aeason.

Overview

We are a Nevada corporation, formerly named Bluedé¢dviedia, Inc. In October, 2011, we changed ooraii® LigTech International, Inc. v
have for more than a decade developed and mantddgivoducts of re-crystallized silicon carbide. éuyg these, we have been specializing in three
business areas: ceramic membranes for liquidtfdimadiesel particulate filters for the controlsafot exhaust particles from diesel engines amd kil
furniture for the refractory industry. We are aasiteech company that provides state-of-dlietechnologies for gas and liquid purificationrbgnufacturin
ceramic silicon carbide filters. Using nanotechigglonve develop proprietary products using patesiézbn carbide technology. Our products are based
on unique silicon carbide membranes which facéitaéw applications and improve existing technokgie

Reverse Acquisition

On August 24, 2011, pursuant to the Merger Agreéigiand among Blue Moose, BMD Sub and LigTech UBKMD Sub was merged with
and into LigTech USA and, as a result of the MergeiTech USA became a wholly owned subsidiary bfeBVloose. Pursuant to the Merger, (a) each of
the 17,444.75 outstanding shares of the commoik stidcigTech USA was exchanged for 1,000 sharesuofcommon stock, for a total of 17,444,750
shares of our common stock resulting in 21,6008¥@0es of our common stock being outstanding imatelgi following the Merger and (b) warrants to
acquire up to 6,500 shares of LigTech USA’s comstoek at a price of $1,500 per share, were by theins, converted into warrants to acquire up to
6,500,000 shares of our common stock at a pri&l &0 per share.

LigTech USA owns all of the outstanding equity iet&s in LigTech Denmark, LigTech Int. DK (formekgown as Cometas) and LigTech
Delaware. In June and July 2011, LigTech USA edtértm agreements to acquire (i) all of the outsbag equity interests in LigTech Denmark and (i
of the outstanding equity interests in LigTech DK and LigTech Delaware not owned by LigTech Derimdirectly from the holders of such equity
interests (the “LiqTech Acquisition Agreementst).dxchange for such equity interests, LigTech U§reed to pay to such holders in the aggregate (i)
$4,637,315 in cash, (ii) promissory notes in tHagypal amounts of DKK 19,500,000 (which was eqoa$3,765,351 based upon the currency exchange
rate of $1.00 = DKK 5.1788 as of August 22, 2011d &ii) 9,308,333 shares of LigTech USA’s commaock.

Prior to completion of the Merger, LigTech USA cdetpd a private placement offering of 63 units E3&000 per unit, each such unit
consisting of 40 shares of LigTech USA’'s commonrtistand 20 warrants to purchase LigTech USA commacksand received $4,800,000 in cash and a
promissory note for $1,500,000 payable on Septemb2011. Thereafter, in August 2011, LigTech U3S#sed the transactions contemplated by the
LigTech Acquisition Agreements.

As a result of the Merger, Blue Moose changethimagement and reconstituted its board of direchs of the effective time of the Merger,
Gordon Tattarsall, the president, the chief finahefficer and the sole director of Blue Moosejgesd as president and chief financial officer.Blse
Moose’s sole director, Mr. Tattersall appointed d\Retersen as a director of Blue Moose. The Qirs¢hen appointed Lasse Andreassen and Soren
Degn as the officers of Blue Moose, and Lasse Aasdren, Paul Burgon, John Nemelka and Michael Sandels directors of Blue Moose. However, the
other new directors did not take office until Sepber 5, 2011, which is ten days after we filedr@orimation Statement pursuant to Rule 14f-1 of the
Securities and Exchange Act of 1934, as amendedyaiied that statement to our stockholders ofnédo addition, Mr. Tattarsall resigned as a divec
of Blue Moose effective as of September 5, 2011.
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2012 Developments
Opening of Singapore Office

On January 17, 2012, we announced the establishwhamepresentative office in Singapore. The navwg&pore office will service the South
East Asian markets covering our entire productfplot

March 2012 Registered Offering of Common Stc

On March 2, 2012, we completed a registered pulffering of our common stock. As part of the clggiwe issued 2,511,500 shares of our
common stock in a registered direct placement okbares at a per share price of $3.25. The neepds to us from the closing were approximately $7.
million. We have used the net proceeds from therof§) for debt repayment, the development and ntiagkef our products, the engineering, developt
and testing of our membranes, and the openingcaf kales offices in certain countries outsidehef).S. and Denmark. We have invested the
remaining proceeds in short-term, interest-beaimgestment-grade marketable securities or monakehabligations. Sunrise Securities Corp. acted a
the exclusive placement agent for this transac#i@ypart of the compensation for the placement agenalso issued to the placement agent and et
its agents for $100, warrants to purchase an agtggey 125,575 shares of our common stock (equsfdof the shares of common stock sold by the
placement agent and its agents in the offeringg. Warrants have an exercise price equal to $41082%9% of the offering price of the shares solthie
offering) and may be exercised on a cashless bEsiswarrants are exercisable for a period of yiwars commencing after February 13, 2012, which was
the effective date of the registration statemelated to the offering. The warrants were subjeet bock-up restriction for 180 days pursuant to RIN
Rule 5110(g). The warrants are not redeemable by us

OEM Supply Agreement

On December 14, 2012, through our Singapore swrgitligTech PTE Ltd., we entered into a nexelusive OEM Supply Agreement for our ¢
membrane technology with Shanghai Denovo EnvirorirRestection Co., Ltd., a company organized underaws of China and one of the leading
industrial waste water firms in China. The agreenigcludes progressive minimum order quantitiesiie years 2013 - 2016 for Denovo to maintain the
supply agreement.

On March 20, 2013, LigTech Denmark Internationdaéesd into a Joint Development Agreement with FM&€Hnologies, Inc. ("FMC") pursue
to which the parties shall combine their respectixpertise to develop a filtration system for pssieg flowback fluids in unconventional shale @ikg
applications (i.e., oil and gas resources whicmoabe explored, developed and produced by corwaitprocesses). LigqTech Denmark International
shall provide the Company's SiC Filters and FMdIgiravide certain operational, field know-how, émgering,and fabricating technical resources in
order to develop a robust filtration system. Inmection with the development agreement, the gaaieo entered into a master supply agreement it
LigTech Denmark International shall supply SiCétitto FMC, on an exclusive basis for unconventishale oil/gas applications and on a non-exclusive
basis for other gas/oil processing applications.nfgintain exclusivity through 2014, FMC has agreegdurchase a minimum amount of SiC Filters for a
commercial test unit which is anticipated to be ptated by June 30, 2014. FMC will determine thecess of the system by the end of 2014 and if
successful, FMC will commit to additional purchasethin six months and exclusivity will be extendidough June 30, 2015. To maintain exclusivity
beyond that point, FMC has agreed to purchaseigemi@imum amounts of SiC Filters through the eh@@il6, 2018 and thereafter in accordance wit
agreed upon schedule. The agreement may be teeaibg FMC at any time upon notice to LigTech Derkriaternational.
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Results of Operations
Results of Operations for the Year Ended Decemb&r 3012 Compared to the Year Ended December 311.

The following table sets forth our revenues, expsrand net income for the year ended Decembel032, &nd 2011.

Period to period change

As a % of As a %

2012 Sales 2011 of Sales Us$ Percent %
Net Sales 16,921,83 10(% 21,192,17 10C% (4,270,33) (20.2)
Cost of goods sold 14,217,71 84.( 16,164,36 76.° (1,946,65) (12.0
Gross Profit 2,704,12! 16.C 5,027,81. 23.7 (2,323,68) (46.2)
Operating Expenses
Selling and Marketing 2,434,54. 14.¢ 1,484,99 7.C 949,54¢ 63.¢
General and Administrative 3,421,65: 20.2 1,943,33: 9.2 1,478,32! 76.1
Research and Development 742,00¢ 4.4 502,41 2.4 239,59¢ 47.7
Total Operating Expenses 6,598,20: 39.C 3,930,73: 18.5 2,667,47 67.C
Income (loss) from Operating (3,894,08) (23.0) 1,097,07. 5.2 (4,991,151 (455.0)
Other Income (Expense).
Interest and Other Income 158,63 0.€ 100,98t 0.t 57,64¢ 57.1
Interest (Expense) (148,61)) (0.©) (203,68 (2.0 55,07: (27.0)
(Loss) on investments (102,617 (0.€) (57,689 (0.9) (44,929 77.€
Gain (loss) on Currency Transactions 48,14¢ 0.2 10,27: 0.C 37,87¢ 368.%
Gain (Loss) on Sale of Fixed Assets (88¢) (0.0) 411,43¢ 1.6 (412,32%) (100.2)
Total Other Income (Expense) (45,339 (0.9) 261,32 1.2 (306,66:) (117.9)
Income Before Income Taxes (3,939,41) (23.9) 1,358,401 6.4 (5,297,81) (390.0
Income Taxes Expense (1,165,52) (6.9) 359,50¢ 1.7 (1,525,03) (424.2)
Net Income (2,773,89) (16.9) 998,89: 4.7 (3,772,78) (377.%)
Less Net income attributable to the Non
controlled interest in Subsidiaries - - 81,68’ 0.4 (81,687) (100.0)
Net Income attributable to LigTech (2,773,89) (16.4) 917,21: 4.2 (3,691,10) (402.9)
Revenue:

Net sales for the year ended December 31, 2012 $u©21,838 compared to $21,192,177 for the samiecin 2011, representing a decrease
of $4,270,339, or 20.2%. The decrease in salesstafsa decrease in sales of DPFs of $5,029,8@&arincrease in sales of liquid filters and kiln
furniture of $483,439 and $276,035, respectivele flecrease in demand for our DPFs is mainly daepmstponement in use of mandates in the U.S.
market and the completion of the Low Emission Zorandate in London, which contributed to our ne¢sébr the year ended December 31, 2011 but did
not have the same effect in 2012. The increasermathd for our liquid filters and kiln furnituredsie to an increase in worldwide sales of thoseyursd

Gross Profit

Gross profit for the year ended December 31, 2042 $2,704,125 compared to $5,027,811 for samecpirid011, representing a decrease of
$2,323,686, or 46.2%. The decrease in gross praitdue to a decrease in sales and lower grossmiarghe year ended December 31, 2012 compared
to the same period in 2011. Included in the grosfitps depreciation of $1,510,846 and $1,379,&67the years ended December 31, 2012 and 2011,
respectively.

Expenses

Total operating expenses for the year ended Deeeih 2012 were $6,598,208, representing an isereb$2,667,470, or 67.9%, compared to
$3,930,738 for the same period in 2011.

Selling expenses for the year ended December®P, ®ere $2,434,541 compared to $1,484,992 fosadhee period in 2011, representing an
increase of $949,549 or 63.9%. This increase libatable to an increase in costs in general,rtheease in investment in our sales resources and
investment in new markets primarily in Germany &migapore. While we believe that increased investimesales may produce attractive returns for the
Company, profitability from such investments wikdly take several fiscal quarters to be realized.
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General and administrative expenses for the yadedebecember 31, 2012 were $3,421,658 comparet, 943333 for the same period in 2011,
representing an increase of $1,478,325, or 76.1#6.ificrease is mainly attributable to an incréasxpenses related to being a U.S. public compaua
during the year ended December 31, 2012, the Coyrglan added an additional $1,078,365 to its b dserve compared to $205,275 for the same
period in 2011. Included in the year ending Decan3iie 2012 is $120,498 of non-cash compensatioeresepfor options granted to employees and
management compared to $123,984 for year endechibere31, 2011.

Research and development expenses for the yead 8member 31, 2012 were $742,009 compared to $582¢r the same period in 2011,
representing an increase of $239,596, or 47.7% ifibrease is attributable to increased researthi@evelopment expenditures, especially for our
investments in our new SiC membrane products ®y#ar ending December 31, 2012 compared to the panod in 2011.

Net Income

Net income attributable to the Company for the ysrated December 31, 2012 was a loss of $2,773@8@ared to a profit of $917,211 for the
comparable period in 2011, representing a deciafeb®,691,101. This decrease was primarily atteble to a decrease of $2,323,686 in our grosstpe
decrease in total other income of $306,662 andierease in operating expenses of $2,667,470. Tdsspartly offset by a decrease of $1,525,036 in
income tax expense. The largest contributor tartbeease in operating expenses was an increaskrimistrative expenses of $1,478,325 or 76.1%
primarily due to an additional bad debt reservecese of $1,078,365.

Results of Operations for the Year Ended Decemb&r3011 Compared to the Year ended December 310

The following table sets forth our revenues, expsrand net income for the year ended Decembei031, &nd 2010.

Period to period change

As a % of As a %

2011 Sales 2010 of Sales US$ Percent %
Net Sales 21,192,17 100% 15,728,81 100% 5,463,36! 34.7
Cost of Goods Sold 16,164,36 76.% 12,054,97 76.€ 4,109,39. 34.1
Gross Profit 5,027,81. 23.1 3,673,84 23.4 1,353,96' 36.¢
Operating Expenses:
Selling and marketing 1,484,99: 7.C 1,476,65! 9.4 8,33¢ 0.€
General and administrative 1,943,33 9.2 1,748,59i 11.1 194,73 111
Research and development 502,41 2.4 421,51¢ 2.7 80,89¢ 19.2
Total Operating Expenses 3,930,733 18.t 3,646,77! 23.2 283,96¢ 7.8
Income from Operations 1,097,07. 5.2 27,07¢ 0.2 1,069,99! 3,952..
Other Income (Expense):
Interest and other income 100,98t 0.t 64,91¢ 0.4 36,07( 55.¢€
Interest (expense) (203,68 (2.0) (214,52() (2.4) 10,83¢ (5.7
(Loss) on investments (57,689 (0.9 (123,64) (0.8) 65,96 (53.9)
Gain on currency transactions 10,27: 0.C 86,371 0.t (76,10¢) (88.])
Gain (Loss) on sale of fixed assets 411,43¢ 1.6 (9,807) (0.7) 421,23 (4,297.9)
Total Other Income (Expense) 261,32 1.2 (196,679 (1.9) 458,00: (232.9)
Income Before Income Taxes 1,358,401 6.4 (169,60) (2.7) 1,528,00. (900.9
Income taxes expense 359,50¢ 1.7 145,53: 0. 213,97 147.C
Net Income 998,89:. 4.7 (315,13) (2.0) 1,314,02. (417.0)
Less Net Loss Attributable to the Non-
controlled Interest in Subsidiaries 81,68 0.4 (308,50 2.C (390,18 (126.5)
Net Income attributable to LigTech 917,21: 4.2 (6,629 (0.0) 923,84( (13,936.)
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Revenue:

Net sales for the year ended December 31, 2011$24rd 92,177 compared to $15,728,817 for the sariecin 2010, representing an incre
of $5,463,360, or 34.7%. The increase was maing/tdwan increase in demand for our products cangisf an increase in sales of Ceramic Diesel
Particulate Filters (DPFs) of $3,390,695 and Cecdrguid Filters (SiC Filters) of $1,800,669 andhkiurniture of $271,996, which we believe are
attributable to increasing demand for our DPFs%i@Filters in North America and the adoption & ttow Emission Zone in London.

Gross Profit

Gross profit for the year ended December 31, 2044 $6,027,811 compared to $3,673,844 for samecperip010, representing an increase of
$1,353,967, or 36.9%. The increase was mainly durcteasing demand for our products which we kelis primarily attributable to increasing demand
for our DPFs and SiC Filters in North America ahd &adoption of the Low Emission Zone in London. §hass profit margin for the year ended
December 31, 2011 was 23.7% compared to 23.4%éoyear ended December 31, 2010. Included in thesgrofit is depreciation of $1,379,667 and
$1,152,099 for the years ended December 31, 2040 2@10, respectively.

Expenses

Total operating expenses for the year ended Decedih@011 were $3,930,738, representing an inereb$283,968, or 7.8%, compared to
$3,646,770 for the same period in 2010.

Selling expenses for the year ended December 31, ®@re $1,484,992 compared to $1,476,656 foraheegeriod in 2010, representing an
increase of $8,336 or 0.6%. The increase is dicteased costs and an investment in more salesroes during the last quarter of 2011.

General and administrative expenses for the yed@debecember 31, 2011 were $1,943,333 comparetl 1d&596 for the same period in
2010, representing an increase of $194,737, oPA.1This increase is mainly due to increased cosisding an additional $123,984 of non-cash
compensation expense for options granted to emetogad management which were not a part of the tmrsyear ended December 31, 2010.
Furthermore, we had increased legal and accouatists due to the Company becoming a public comjaAugust 2011.
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Research and development expenses for the yead &mbember 31, 2011 were $502,413 compared to $22for the same period in 2010,
representing an increase of $80,895, or 19.2%ifdrease is due to increased costs and our inogeasiestments in SiC Filters, especially in North
America, especially during the last quarter of 2011

Net Income

Net income attributable to the Company for the yerated December 31, 2011 was a profit of $917,2hipared to a loss of $6,629 for the y
ended December 31, 2010, representing an incré&828,840. This increase was primarily attribuéatal an increase of $1,353,967 in our gross profit
and an increase in total other income of $458,p@#]y offset by an increase of $283,968 in opatpéixpenses, an increase in income tax expense of
$213,977 and an increase in net loss attributaktleet non-controlled interest in subsidiaries 88 184. The largest contributor to the increase in
operating expenses was an increase in adminigirexipenses of $194,737 or 11.1%, primarily dudéabn-cash expense related to options issued to
directors and officers.

Liquidity and Capital Resources

We have historically satisfied our capital and idity requirements through internally generatechdasm operations and our available lines of
credit. At December 31, 2012, we had cash of $338Band working capital of $8,069,595 and at Ddzmm31, 2011 we had cash of $1,033,057 and
working capital of $1,878,203. At December 31, 204 working capital increased by $6,191,392. Toarent assets were $11,826,816 and
$11,416,893 at December 31, 2012 and 2011, resphctind total current liabilities were $3,757,221d $9,538,690 at December 31, 2012 and 2011,
respectively. Lines of credit, note payable and:mztyable related party alone represented a deciredsbt for 2012 of $4,847,515 and contributeth&o
increased working capital at December 31, 2012.

On March 2, 2012, we completed a registered paftaring of our common stock. As part of the iritidosing, we issued 2,511,500 shares of
our common stock in a registered direct placem&atipshares at a per share price of $3.25. Themeeeds to us from the initial closing were
approximately $7.1 million. We intend to use thé preceeds from the offering for the development anarketing of our products, the engineering,
development and testing of our membranes, andgéeing of local sales offices in certain countoasside of the U.S. and Denmark. Pending applin:
of such proceeds, we expect to invest the prodeestsort-term, interest-bearing, investment-gradeketable securities or money market obligations.

The notes payable to related parties at Decemhe&1l represented promissory notes issued by tlyTSA to the previous shareholders of
LigTech Denmark as part of LigTech USA’s acquisitif the outstanding equity interests in LigTecmBark, LigTech Int. DK (formerly known as
Cometas) and LigTech Delaware in accordance wihdims of the LigTech Acquisition Agreements. phemissory notes were paid off in June 2012.

LigTech Denmark International has a DKK 6,000,080pfoximately $1,060,239 and $1,044,277 at Decebe2012 and 2011, respectively)
standby line of credit with Sydbank A/S. Outstamgdiorrowings are due on demand. Interest is cdkuilaased on CIBOR plus a margin of 3 percentage
points and is payable quarterly. As of December2B12, the interest on this line of credit was.8136. This line of credit is guaranteed by LigTech
Delaware. This line of credit is also secured hyaie of our receivables, inventory and equipm&here was $0 and $882,081 outstanding as of
December 31, 2012 and December 31, 2011, resplycthteDecember 31, 2012, there was $1,060,239%abiai under this credit line.
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LigTech Denmark International has a DKK 3,000,080pfoximately $530,120 and $522,139 at Decembe2@®I2 and 2011, respectively)
standby line of credit with Sydbank A/S, subjectéstain borrowing base limitations. Outstandingtwing is due on demand. Interest is calculated
based on CIBOR plus a margin of 3 percentage paimdss payable quarterly. As of December 31, 2@iinterest on this line of credit was at 3.81%.
This line of credit is guaranteed by LiqTech Delesva& his line of credit is also secured by certdiour receivables, inventory and equipment. Theas
$0 and $377,933 outstanding as of December 31, @0dDecember 31, 2011, respectively. As of Decer@bg2012, there was $530,120 available u
this credit line.

In general, lines of credit in Denmark are due emdnd. We do not believe that any of our linesreflit will be called but, if they were called,
we believe that we could refinance with other lesde Denmark with similar terms.

We believe that our cash flow together with curdseavailable funds from our existing lines of cregind other potential sources of funds will be
sufficient to fund our anticipated working capitededs and capital spending requirements for theséaable future. However, if we were to incur any
unanticipated expenditures or the negative trermbobperating cash flow does continue, such cigtantes could put a substantial burden on our cash
resources.

We may also need additional funds for possiblertusiirategic acquisitions of businesses, produdisohnologies complementary to our
business. If additional funds are required, we nagge such funds from time to time through publipdvate sales of equity or debt securities. Faiaa
may not be available on acceptable terms, or gl our failure to raise capital when neededdmaterially adversely impact our growth plans end
financial condition and results of operations. Auddial equity financing may be dilutive to holdefsour common stock, and debt financing, if avd#ab
may involve significant cash payment obligationd aavenants that restrict our ability to operatelmisiness.

Cash Flows
Year Ended December 31, 2012 Compared to Year Efdletember 31, 2011

Cash provided (used) by operating activitiesesincome (losses) adjusted for certain ©ash items and changes in assets and liabilitiest
used by operating activities for the year endedebdmer 31, 2012 was $478,077, representing a dec#ab483,225, compared to cash provide
operating activities of $5,148 for the year endest@®&nber 31, 2011. The $483,225 in cash used bwtipgmactivities for the year ended Decembe
2012 was mainly due to the net loss of $2,773,8%9 ncreases of $1,161,098 in inventory and theedse of $2,405,123 in accounts receivable .
decrease of $737,729 in accounts payables.

The increases in inventory was due to the ine@#s demand for water filters and kiln furnitunedaslower activity in diesel particulate filt:
caused by the delay in enforcing clean air mandatesounts receivable and other receivable deerkdse to lower sales, higher allowance for dol
receivables and the receipt of approximately $78D,h insurance proceeds included in other recé#gaht December 31, 2011. Accounts pay
decreased due to greater liquidity and paymenbbdations.

Cash used in investing activities was $1,743,141He year period ended December 31, 2012, as cehpa cash used in investing activities
$946,640 for the year period ended December 311.204sh used in investing activities increasedih22 compared to 2011, primarily due to proceec
$689,827 received in 2011 on insurance claimsrasudt of fire of the company’s building in 2011 e\enticipate that we will continue to invest in
additional production equipment in order to meetdiemand for our products.

Cash provided by financing activities was $5,00Q,&5 the year period ended December 31, 2012pmpared to cash provided by financing
activities of $1,742,613 for the year period enBedember 31, 2011. The increase of $3,259,037sh peovided by financing activities in 2012,
compared to 2011, was primarily due to cash redeiveonnection with the stock offering in firstayter 2012, where the Company issued 2,511,500 nev
shares at 3.25 per share.

Year Ended December 31, 2011 Compared to the Yewmted December 31, 2010
Cash used by operating activities for the year émdcember 31, 2011 was $52,536, representingraage of $1,801,678, compared to cash

provided by operating activities of $1,749,142tfue year period ended December 31, 2010. This dseneas due to change in working capital of
$1,871,385 partly offset by adjustment for non-déesms of $1,475,148 and net income of $998,892.
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Changes in assets and liabilities as of Decembe2@!ll compared to December 31, 2010 includedattenfing:

Accounts receivable and other receivable increbge$B,281,560 due to higher sales in the year eBéegmber 31, 2011 compared to the year
ended December 31, 2010, and a receivable resfiltingan insurance claim. Accounts payable incré&se$1,961,394 due to the higher activity level in
the year ended December 31, 2011 compared to Hreepded December 31, 2010.

Cash used in investing activities was $888,95@Heryear ended December 31, 2011, as comparedliaisad in investing activities of
$1,339,605 for the year ended December 31, 201¢h Gsed in investing activities decreased in 26&tpared to 2010, primarily due to an
approximately $233,000 higher investment in prouceéquipment and intangibles offset by proceedsived on insurance claims as a result of fire. We
anticipate that we will continue to invest in adutial production equipment in order to meet thetiooing increase in the demand for our products.

Cash provided by financing activities was $1,743,&# the year period ended December 31, 2011ompared to cash provided by financing
activities of $67,179 for the year period endedéddeiser 31, 2010. The increase of approximately 1080 in cash provided by financing activities in
2011, compared to 2010, was primarily due to caskived in connection with the Merger in 2011.

Off Balance Sheet Arrangements

As of December 31, 2012, we had no off-balancetsdreengements o ther than normal operating leadd&sare not aware of any material
transactions which are not disclosed in our codatdid financial statements.

Operating Leases— The Company leases office and production féediuinder operating lease agreements expiring gust, 2018, February
2017, December 2016 and January 2014. Some of leesee agreements have a right to extend.

The future minimum lease payments for non-cancelapkrating leases having remaining terms in exafesse year as of December 31, 2012
are as follows:

Year ending December 31, Lease Payments
2013 $ 658,55(
2014 699,43¢
2015 717,47¢
2016 736,00:
2017 493,92(
Thereafter 300,99:-
Total Minimum Lease Payments $ 3,606,38;

Significant Accounting Policies and Critical Accouning Estimates

The methods, estimates, and judgments that wenusaplying our accounting policies have a signifidenpact on the results that we report in
our consolidated financial statements. Some ofoaounting policies require us to make difficul aubjective judgments, often as a result of thedrie
make estimates regarding matters that are inhgrentlertain. Our most critical accounting estimatetude:

e the assessment of collectability of accounts red®e; which impacts operating expenses when and iiecord bad debt or adjust the allowe
for doubtful accounts;
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e the assessment of recoverability of ldivgd assets, which impacts gross margin or opegakpenses when and if we record asset impairi
or accelerate their depreciation;

e the recognition and measurement of current andmeféncome taxes (including the measurement oédain tax positions), which impact «
provision for taxes;

e the valuation of inventory, which impacts grosagin; and

e the recognition and measurement of loss contingsnethich impact gross margin or operating expewses we recognize a loss continge
revise the estimate for a loss contingency, orrean asset impairment.

We discuss these policies further below, as wethasestimates and judgments involved.
Accounts Receivable / Long Term Receivable / Allowe for Doubtful Accounts / Bad Del

We assess the collectability of accounts receivabéelong term receivable on an ongoing basis atabksh an allowance for doubtful accounts
when collection is no longer reasonably assuredstablishing the allowance, factors we consideuie known troubled accounts, historical expergenc

age, and other currently available evidence.

The roll forward of the allowance for doubtful acots for the year ended December 31, 2012 and Deare®d, 2011 was as follows:

2012 2011
Allowance for doubtful accounts at the beginninghef period $ 389,03. $ 452,26t
Bad debt expense 1,078,36! 208,27"
Amount of receivables written off (248,89Y) (257,61()
Effect of currency translation 24,99¢ (13,899
Allowance for doubtful accounts at the end of teequ $ 1,243,500 $ 389,03

On January 21, 2013, we received notice that ametwho accounted for 12.4 % and 6.4% of tot@sstdr the year ended December 31, Z
and 2011, had the courts appoint a receiver. Tdmegany has established an allowance of $700,008sidhe receivables due from this customer.

Long-Lived Assets

We assess the impairment of long-lived assets whients or changes in circumstances indicate tleatdtrying value of the assets or the asset
grouping may not be recoverable. Factors that wsider in deciding when to perform an impairmentew include significant under-performance of a
business or product line in relation to expectatjaignificant negative industry or economic treraasl significant changes or planned changes iuser
of the assets. We measure the recoverability @ftasisat will continue to be used in our operatiopgomparing the carrying value of the asset graup
to our estimate of the related total future undisted net cash flows. If an asset grouping’s cagyialue is not recoverable through the related
undiscounted cash flows, the asset grouping isideres] to be impaired. The impairment is measuyedomparing the difference between the asset
grouping’s carrying value and its fair value. Ldhged assets such as goodwill, intangible assets paoperty, plant and equipment are considered non
financial assets, and are recorded at fair vallyeiban impairment charge is recognized.

Impairments of long-lived assets are determinedjfoups of assets related to the lowest level@itifiable independent cash flows. Due to our
asset usage model and the interchangeable natate oéramic filter manufacturing capacity, we mustke subjective judgments in determining the
independent cash flows that can be related to fipesiset groupings. In addition, as we make marufgng process conversions and other factory
planning decisions, we must make subjective juddsnegarding the remaining useful lives of asg@imarily process-specific filter manufacturing o
and building improvements. If we determine thatubkeful lives of assets are shorter than we hainally estimated, we accelerate the rate of
depreciation over the assets’ new, shorter usieles.| During the years ended December 31, 2012@hdl, no impairment charge of long-lived assets has
been recorded.
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Revenue Recognition and Sales Incenti\

The Company's accounts for revenue recognitio@oraance with the Securities and Exchange Comonissiiaff Accounting Bulletin No.
101, “Revenue Recognition in Financial Stateme(@#B 101), FASB ASC 605 Revenue Recognition. The gamy recognizes revenue when rights
risk of ownership have passed to the customer, \heme is persuasive evidence of an arrangemesttupt has been shipped or delivered to the cusit
the price and terms are finalized, and collectiain®sulting receivable is reasonably assured. ritsdare primarily shipped FOB shipping point atclih
time title passes to the customer. In some instatieeCompany uses common carriers for the deliwepyoducts. In these arrangements, sales are
recognized upon delivery to the customer. The Cayipaevenue arrangements with its customers aitdade early payment discounts and such sales
incentives are recorded against sales.

In Denmark, Value Added Tax (“VAT") of 25% of thevioice amount is collected in respect of the salegods on behalf of tax authorities.
The VAT collected is not revenue of the Compangtéad, the amount is recorded as a liability orbiance sheet until such VAT is paid to the
authorities.

Income Taxes

We must make estimates and judgments in determthmgrovision for taxes for financial statementgmses. These estimates and judgments
occur in the calculation of tax credits, benefitsd deductions, and in the calculation of certainassets and liabilities that arise from diffee=nin the
timing of recognition of revenue and expense faramad financial statement purposes. Significanhgkea in these estimates may result in an increase o
decrease to our tax provision in a subsequentgberio

We must assess the likelihood that we will be ébleecover our deferred tax assets. If recovenptdikely, we must increase our provision for
taxes by recording a valuation allowance agairestifferred tax assets that we estimate will nohately be recoverable. We believe that we will
ultimately recover the deferred tax assets recootenlur consolidated balance sheets. However, dlibate be a change in our ability to recover our
deferred tax assets, our tax provision would irgeen the period in which we determined that tleevery was not likely. Recovery of a portion of our
deferred tax assets is impacted by managementis ptal methods of allocating research and developoosts to the underlying reporting units.

The calculation of our tax liabilities involves wartainties in the application of complex tax regjolas in Denmark and the United States. When
a tax position is determined uncertain, we recagfiailities based on a two-step process. Thediep is to evaluate the tax position for recagniby
determining if the weight of available evidenceigades that it is more likely than not that theipos will be sustained on audit, including resauat of
related appeals or litigation processes, if anwdfdetermine that a tax position will more likéan not be sustained on audit, the second stejresqs
to estimate and measure the tax benefit as thedeagnount that is more than 50% likely to be redliupon ultimate settlement. It is inherentlyidifft
and subjective to estimate such amounts, as wethaletermine the probability of various possiblgcomes. If uncertainties arise we re-evaluatddke
positions on a quarterly basis. This evaluatidmeised on factors such as changes in facts or citamees, changes in tax law, new audit activitg, an
effectively settled issues. Determining whetheumngertain tax position is effectively settled regaijudgment. Such a change in recognition or
measurement would result in the recognition ofxebnefit or an additional charge to the tax priovis

Inventory

The valuation of inventory requires us to estinadisolete or excess inventory as well as inventeay is not of saleable quality. The
determination of obsolete or excess inventory meguis to estimate the future demand for our ptsdiitie estimate of future demand is compared to
work-in-process and finished goods inventory leveldetermine the amount, if any, of obsolete @ess inventory. As of December 31, 2012, we had
total furnace parts and supplies of $986,278, ratenal of $705,025, work-iprocess inventory of $1,502,144, total finisheddpimventory of $990,9:
and reserve for obsolescence of $72,567 . The astithfuture demand is included in the developmeatioshort-term manufacturing plans to enable
consistency between inventory valuation and bugidigions. Product-specific facts and circumstaneeigwed in the inventory valuation process include
a review of the customer base, acceptance of ti@upt by the customer and the various environmenitidlorities, competitor’s products, as well as an
assessment of the selling price in relation toptteeluct cost. If our demand forecast for specifmdpicts is greater than actual demand, and wéofail
reduce manufacturing output accordingly, we co@dadxjuired to write off inventory, which would néigely impact our gross margin.
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In order to determine what costs can be includetiénvaluation of inventory, we must determine nalroapacity at our manufacturing and
assembly and test facilities, based on historicadypction, compared to total available capacityh# factory production is below the establisheda
capacity level, a portion of our manufacturing dwe=ad costs would not be included in the cost aéiery, and therefore would be recognized as dost o
sales in that period, which would negatively impawt gross margin. We refer to these costs as sxegmcity charges. Over the past two years we have
experienced no excess capacity charges. We havie loatisource the firing of products to meet demand

Loss Contingencie

We are subject to various legal and administrggiveeedings and asserted and potential claimsjasarelated to product warranties and
potential asset impairments (loss contingenciest)dtise in the ordinary course of business. Aimeséd loss from such contingencies is recognized a
charge to income if it is probable that a liabilitgs been incurred and the amount of the loss eaeasonably estimated. Disclosure of a loss cgeiticy
is required if there is at least a reasonable piisgithat a loss has been incurred. The outcoafidsgal and administrative proceedings and claans,
the estimation of product warranties and assetimmgents, are subject to significant uncertaintgrificant judgment is required in both the deteration
of probability and the determination as to whethéyss is reasonably estimable. With respect imatihg the losses associated with repairing and
replacing parts in connection with product warramg make judgments with respect to customer ctates. Current warranty estimates are immaterial
for accrual or further disclosure. At least qudytene review the status of each significant mated we may revise our estimates. These revisionls!
have a material impact on our results of operatarsfinancial position.

ltem 7A. Quantitative and Qualitative Disclosuresabout Market Risk.
We are not required to provide quantitative anditpiave disclosures about market risk because rgeagsmaller reporting company.

Item 8. Financial Statements and Supplementariata.

32




LIQTECH INTERNATIONAL, INC. AND SUBSIDIARIES

Index to Consolidated Financial Statements

Reports of Independent Registered Public Accourfing

Consolidated Balance Sheets at December 31, 2@iL2Gdrl

Consolidated Statements of Operations for the yeailed December 31, 2012 and 2011

Consolidated Statement of Other Comprehensive Isdomthe years ended December 31, 2012 and 2011
Consolidated Statement of Stockholders’ Equitytiieryears ended December 31, 2012 and 2011
Consolidated Statement of Cash Flows for the yeaded December 31, 2012 and 2011

Notes to the Consolidated Financial Statem

33

Page

F1

F2

F4

F5

F6

F7

F9




4397 South Albright Drive, Salt Lake City, Utah @411
(801) 277-2763 Phone « (801) 277-6509 Fax

Board of Directors

LIQTECH INTERNATIONAL, INC. AND SUBSIDIARIES
Industriparken 22C, DK

2750 Ballerup, Denmark

We have audited the accompanying consolidated talsimneets of LigTech International, Inc. and suasgis as of December 31, 2012 and
2011, and the related consolidated statementsesbitipns, other comprehensive income, stockhol@gysity and cash flows for the years ended
December 31, 2012 and 2011. These financial staisnage the responsibility of the Company’s managenOur responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with standaifrtise Public Company Accounting Oversight Bodddifed States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finatataiments are free of material misstatement. The
company is not required to have, nor were we ergyagperform, and audit of its internal controlepfinancial reporting for the year ended December
31, 2012 and 2011. Our audit included consideraifanternal controls over financial reporting alasis for designing audit procedures that are
appropriate in the circumstances, but not for tinppse of expressing an opinion on the effectiveinéshe company’s internal controls over financial
reporting for the year ended December 31, 2012281d. An audit includes examining, on a test basiklence supporting the amounts and disclosut
the consolidated financial statements. An audd alsludes assessing the accounting principles asddignificant estimates made by management, as
well as evaluating the overall consolidated finahstatement presentation. We believe that ourt gwdvides a reasonable basis for our opinion.

In our opinion, based on our audit, the consodiddinancial statements audited by us presenyfairlall material respects, the financial position
of LigTech International, Inc. and subsidiarieodBecember 31, 2012 and 2011 and the resultseaf dperations and their cash flows for the yeadkee
December 31, 2012, and 2011, in conformity withegatly accepted accounting principles in the Uniates.

/sl Gregory & Associates, LLC
Salt Lake City, Utah
March 26, 2013




LIQTECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

Current Assets:
Cash
Accounts receivable, net
Other receivables
Cost in excess of billing
Inventories
Prepaid expenses
Current deferred tax asset

Total Current Assets

Property and Equipment , net accumulated depreciatin
Other Assets:

Long term receivable

Other investments

Long term tax asset

Other intangible assets

Deposits

Total Other Assets

Total Assets

(Continued)

As of As of
December 31 December 31
2012 2011
$ 3,873,33 $ 1,033,05

2,855,18. 5,299,56!
371,00: 1,528,36:
217,58t 256,16:

4,111,81! 2,980,58.
130,56( 301,37¢
267,33: 17,78¢

11,826,81 11,416,89

6,649,81 6,647,21
118,25¢ -
158,14: 6,48°

75,947 -
29,15( 34,167
182,02( 146,18
563,51¢ 186,83

$ 19,040,14 $ 18,250,94

The accompanying notes are an integral part of thesconsolidated financial statements.
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LIQTECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

Current Liabilities:
Lines of credit
Notes payable - current portion
Notes payable - related party, net of discount
Current portion of capital lease obligations
Accounts payable - trade
Accrued expenses
Billing in excess of cost
Accrued income taxes payable
Deferred revenue

Total Current Liabilities

Notes payable and lo-term debt, less current porti
Long-term capital lease obligations, less current poi
Deferred tax liability

Total Long-Term Liabilities
Total Liabilities

Stockholders' Equity:
Common stock; par value $0,001, 100,000,000 skarm®rized, 24,111,500 and 21,600,000 shares isswkd
outstanding at December 31, 2012 and December31, 2espectively
Additional paid-in capital
Retained earnings
Deferred compensation
Other comprehensive income, net
Note receivable from a shareholder, net of discount
Non-controlled interest in subsidiaries

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

As of As of
December 31 December 31
2012 2011
$ - $ 1,259,93

- 259,39¢

- 3,328,18.

203,50 191,44
2,289,23. 3,026,96!
760,88: 1,375,71.
237,06 93,347
1,00( 3,71(
265,54 -
3,757,22. 9,538,69!
- 350,00

729,56° 950,35:

- 668,48:¢

729,56’ 1,968,83!
4,486,78! 11,507,52
24,11: 21,60(
12,658,40 5,603,51
2,510,69: 5,284,58.
(125,47 (268,28
(542,80¢) (596,01))

- (3,328,18)

28,43« 26,19¢
14,553,36 6,743,41!
$ 19,040,14 $ 18,250,94

The accompanying notes are an integral part of thesconsolidated financial statements.
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LIQTECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEAR ENDED
DECEMBER 31,

2012 2011

Net Sales $ 16,921,833 $ 21,192,17
Cost of Goods Sold 14,217,71 16,164,36
Gross Profit 2,704,12! 5,027,81.
Operating Expenses:

Selling expenses 2,434,54 1,484,99

General and administrative 3,421,65 1,943,33

Research and development 742,00¢ 502,41:

Total Operating Expenses 6,598,20: 3,930,73:

Income (Loss) from Operations (3,894,08) 1,097,07:
Other Income (Expense)

Interest and other income 158,63: 100,98t

Interest (expense) (148,61)) (203,68

(Loss) on investments (102,617 (57,689

Gain on currency transactions 48,14¢ 10,27:

Gain (loss) on sale of fixed assets (889 411,43¢

Total Other Income (Expense) (45,335 261,32°

Income (Loss) Before Income Taxes (3,939,41)) 1,358,401
Income Tax Expense (Benefit) (1,165,52) 359,50¢
Net Income (Loss) (2,773,89)) 998,89:.
Less Net Income Attributable To Non-Controlled Intaests in Subsidiaries - 81,68:
Net Income (Loss) Attributable To LigTech $ (2,773,89) $ 917,21:
Basic Earnings (Loss) Per Share $ (0.12) $ 0.0€
Weighted Average Common Shares Outstanding 23,644,88 14,165,21
Diluted Earnings (Loss) Per Share $ (0.12) $ 0.0€
Weighted Average Common Shares Outstanding
Assuming Dilution 23,644,88 16,096,97

The accompanying notes are an integral part of thesconsolidated financial statements.
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LIQTECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OTHER COMPREHENSIVE INCO ME

FOR THE YEAR ENDED
DECEMBER 31,

2012 2011
Net Income (Loss) (2,773,89)) 998,89:
Currency Translation, Net of Taxes 53,20t 327,32:
Other Comprehensive Income (Loss) $ (2,720,68) $ 1,326,21!
Comprehensive Income (Loss) Attributable To Non-camolling Interest in Subsidiaries 2,23¢ 94,24¢
Comprehensive Income (Loss) Attributable To LigTechinternational Inc. $ (2,722,92) $ 1,231,96!

The accompanying notes are an integral part of thesconsolidated financial statements.
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LIQTECH INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

For the Years Ended December 31, 2012 and 2011

Common Stock

Treasury Stock

Shares

Amount

Shares

Amount

Additional
Paid-in Retained
Capital Earnings

Other
Compre- Deferred

hensive Compen-
Income sation

Share-
holder
Recei-
vable

Non-
controlled
Interest in

Subsidiaries

BALANCE, December 31, 2010

Contribution of 15% interest of
LigTech International AS

Cancellation of shares held in treas

Recapitalization of subsidiary and
acquisition of non-controlled
interest in LigTech International
AS and LigTech NA

Amortization of discount on
shareholder receivable

Currency adjustment on note
receivable / payable

Recapitalization of subsidiary

Deferred compensation on options
issued to directors and employet

Stock based compensation expens
recognized for the year ended
December 31, 2011

Payments received on shareholder
receivables

Currency translation, net

Net Income for the yeiended
December 31, 2011

BALANCE, December 31, 2011

Common shares issued for cash at
$3.25 per share, net of offering
cost of $927,428, March 2012

Payment received on shareholder
receivables

Amortization of discount on
Shareholder receivable

Stock based compensation expens
recognized for the year ended
December 31, 2012

Forfeiture of Stock Based
Compensation
Currency translation, net
Net Loss for the year end:

December 31, 2012

BALANCE, December 31, 2012

9,308,33:

8,136,41

4,155,25(

$ 9,30¢

8,13¢

4,15¢

46,07(

(46,070

$ (25,019 $ 2,532,777 $ 4,367,37.

25,01¢

280,03¢ -

(25,019 -

2,427,611 =

(4,155

392,26t -

& 917,21.

$ (256,12) $ -

- (392,261

= 123,98

(339,88)) .

$ (80,000

(5,144,75)

(54,88:)

371,45(

1,580,001

$ 1,222,15

(325,209

(964,99,

12,56t

81,68:

21,600,00

$ _21,60(

$ 560351 $ 5,284,58

$ (596,01) $ (268,28)

$(3,328,18)

$ 26,19t

2,511,501

2,512

7,077,19! -

(22,30)

- (2,773,89)

= 120,49¢

22,301
53,20t -

3,434,89

(65,719

(40,990)

2,23¢

24,111,50

$ 24,11C

$ 12,658,40 $ 2,510,69

$ (542,80) $ (125,47)

$ 28,43¢

F-6




LigTech International, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
Increase (Decrease) in Cash and Cash Equivalents

Cash Flows from Operating Activities:
Net Income (Loss
Adjustments to reconcile net income (loss) to @ehgrovided by operations:
Depreciation and amortization
Compensation from stock options
Bad debt expense
Change in deferred tax asset / liability
Gain/Loss on sale of equipment
Loss on Long- term investments
Changes in assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in inventory
(Increase) decrease in prepaid expenses/deposits
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses
Increase (decrease) long term contracts

Total Adjustments
Net Cash Provided (Used) by Operating Activi

Cash Flows from Investing Activities:
Purchase of property and equipment
Proceeds from sale/recovery of property and equipme
Purchase of Long-term investments

Net Cash Used by Investing Activiti

Cash Flows from Financing Activities:
(Payments on) proceeds from notes payable
Net proceed (payments) on lines of credit
(Payments) on notes payable - related party
Payments on capital lease obligation
Net Proceeds from issuance of common stock ancawisrr
Repurchase of common stock
Payments on related party notes receivable

Net Cash Provided by Financing Activiti
Gain (Loss) on Currency Translation
Net Increase (Decrease) in Cash and Cash Equivalent

Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

For the Years Ended
December 31

2012 2011
$ (2,773,89) $ 998,89
1,515,86: 1,379,66
120,49« 123,98
1,078,36! 208,27!
(993,97) 177,65¢
88¢ (411,430)
102,61 57,68
2,405,12: (3,593,34)
(1,161,09) (1,094,90)
134,98( (293,470)
(737,729 1,961,39:
(352,000) 653,55
182,29: (162,819
2,295,81 (993,74))
(478,07) 5,14¢
(1,491,37) (1,572,300
2,49: 689,82
(254,270) (64,16
(1,743,15) (946,640)
(609,399) 109,39¢
(1,259,93) 226,84t
(3,055,15)) -
(208,72)) (202,719
7,079,70 4,607,08
- (4,577,99)
3,055, 15! 1,580,00!
5,001,65! 1,742,61
59,85¢ (327,32)
2,840,28. 473,79
1,033,05 559,25¢
$ 387333 $ 1,033,05

The accompanying notes are an integral part of thesconsolidated financial statements.
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LIQTECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
Increase (Decrease) in Cash and Cash Equivalents

For the Years Ended
December 31

2012 2011
Supplemental Disclosures of Cash Flow Information:
Cash paid during the period for:
Interest $ 18,79¢ $ 203,68:
Income Taxes $ 0 $ 359,50¢

Supplemental Disclosures of Non-Cash Investing arfeinancing Activities:
For the year ended December 31, 2012
None
For the year ended December 31, 2011
The Company recorded a $280,039 capital contrihiuftio the receipt of 400 shares of its subsidiagiech International AS (former CoMeTas

AS) with a non-controlling interest's value of $32B.

The accompanying notes are an integral part of thesconsolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Business and Basis of Presentation

The consolidated financial statements include toants of LigTech International, Inc. (“Parenthe terms "Company"us”, "we" and "our
as used in this report refer to Parent and itsidisises, which are set forth below. The Compangagres in the development, design, production,
marketing and sale of liquid filters, diesel partate air filters and kiln furniture in United S¢at Canada, Europe, Asia and South America. Sét for
below is a description of Parent and its subsid&ari

LigTech International, Inc., a Nevada corporatiogamized in July 2004, formerly known as Blue Mobtedia, Inc.
LigTech USA, a Delaware corporation and a whollyred subsidiary of Parent formed in May 2011.

LigTech A/S (“LiqTech AS"), a Danish corporatiomcorporated on March 15, 1999, a 100% owned suygidif LigTech USA, engages in the
development, design, production, marketing and alateramic diesel particulate filters and kilnrfitare in Europe, Asia and South America. On August
23, 2012, LigTech AS was merged into LigTech Indgional A/S, a Danish corporation (“LiqgTech Intetinaal AS”) and all activities from the two
companies are hereafter combined in LigTech Intemal AS.

LigTech International AS, a Danish corporationarporated on January 15, 2000 (“LigTech Int. DKE)100% owned subsidiary of LigTech
USA, engages in development, design, applicati@rketing and sales of membranes on ceramic diesttylate and liquid filters and catalytic
converters in Europe, Asia and South America. LafiTit. DK was a 75% owned subsidiary from March 2@ August 24, 2011 and a 60% owned
subsidiary prior to March 2011.

LigTech NA, Inc. (“LigTech NA”") a 100% owned subry of LigTech International AS and LigTech USAgorporated in Delaware on July
1, 2005, engages in the production, marketingsael of ceramic diesel particulate and liquid fétand kiln furniture in United States and Candtaor
to August 2011, LigTech AS held a 90% interestigiliech NA.

LigTech Asia (“LigTech Asia") a 60% owned subsigiaf LigTech Int. DK, incorporated in South Korea duly 20, 2006, is currently a
dormant subsidiary.

LigTech Germany (“LigTech Germany*) a 100% owneldsidiary of LigTech Int. DK, incorporated in Gernyaon December 9, 2011, engages
in marketing and sale of liquid filters in Germany.

LigTech PTE Ltd, (“LigTech Sing”) a 95% owned subary of LigTech Int. DK, incorporated in Singapane January 19, 2012, engages in
marketing and sale of liquid filters in Singaporelather countries in the area.

Consolidation — The consolidated financial statements inclu@eattcounts and operations of the Company. Thecoatreolling interests in tt
net assets of the subsidiaries are recorded ityediiie noneontrolling interests of the results of operatiohthe subsidiaries are included in the resul
operations and recorded as the non-controllingesten subsidiaries. All material inter-compamnisactions and accounts have been eliminated in the
consolidation.

Functional Currency / Foreign currency translation — The functional currency of LigTech Internationlalc., LigTech USA, Inc. and
LigTech NA is the U.S. Dollar. The Functional Cureg of LiqTech Int DK and LigTech AS is the Danistone (“DKK"), the functional currency of
LigTech Germany is the Euro and the functionaleoey of LigTech Singapore is the Singapore Dotlee,functional Currency of LigTech Asia is South
Korean Won. The Company’s reporting currency is.D8llar for the purpose of these financial stateteeThe foreign subsidiaries balance sheet
accounts are translated into U.S. dollars at thiegreend exchange rates and all revenue and expensdranslated into U.S. dollars at the average
exchange rates prevailing during the years 201284d. Translation gains and losses are deferre@decumulated as a component of other
comprehensive income in stockholders’ equity. Taatien gains and losses that arise from exchartgdluatuations from transactions denominated in a
currency other than the functional currency aréuihed in the statement of operations as incurred.
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Cash and Cash Equivalents— The Company considers all highly liquid debtinsents purchased with a maturity of three monttigss to
be cash equivalents. The Company had no balant@&smH@ancial institution in the United Statesercess of federally insured amounts at December 31
2012 and December 31, 2011.

Accounts Receivable— Accounts receivables consist of trade receisatesing in the normal course of business. The ji2my establishes an
allowance for doubtful accounts which reflects @@npany’s best estimate of probable losses inharghe accounts receivable balance. The Company

determines the allowance based on known troubledusuts, historical experience, and other currestfilable evidence.

The roll forward of the allowance for doubtful acots for the year ended December 31, 2012 and Omeredi, 2011 is as follows:

2012 2011
Allowance for doubtful accounts at the beginninghaf period $ 389,03. $ 452,26t
Bad debt expense 1,078,36! 208,27!
Amount of receivables written off (248,89Y) (257,61()
Effect of currency translation 24,99¢ (13,899
Allowance for doubtful accounts at the end of tkeeiqd $ 1,243,500 $ 389,03:

Inventory — Inventory is carried at the lower of cost or kadr as determined on the first-in, first-out metho

Inventory consists of the following at December 3212 and December 31, 2011:

2012 2011
Furnace parts and supplies $ 986,27¢ $ 151,41
Raw materials 705,02! 920,06!
Work in process 1,502,14. 867,98t
Finished goods 990,93! 1,054,11
Reserve for obsolescence (72,56) (13,000
Net Inventory $ 4,111,811 $ 2,980,58:

The Company'’s inventory is held as collateral @am@ompany’s lines of credit.

Property and Equipment — Property and equipment are stated at cost. Ehfgas for major renewals and betterments thatrekthe useful
lives of property and equipment are capitalizedyrupeing placed in service. Expenditures for maigee and repairs are charged to expense as idcurre
Depreciation is computed for financial statemenppges on a straight-line basis over the estimagetll lives of the assets which range from thoeiem
years (See Note 3).

Long-Term Investments — Investments in non-consolidated companies aleded in longterm investments in the consolidated balance :
and are accounted for under the cost method arityeqgethod. For these non-quoted investments, welagly review the assumptions underlying the
operating performance and cash flow forecasts basédformation requested from these privately loelchpanies. Generally, this information may be
more limited, may not be as timely as and may bg &curate than information available from puplichded companies. Assessing each investment's
carrying value requires significant judgment by agement. If it is determined that there is an-ethan-temporary decline in the fair value of a non-
public equity security, we write-down the investrntmits fair value and record the related writevdaas an investment loss in the consolidated setem
of operations.
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Intangible Assets — Definite life intangible assets include patefiise Company accounts for definite life intangi$sets in accordance with
Financial Accounting Standards Board, (“FASB”) Aaating Standards Codification, (“ASC”) Topic 35@G;dodwill and Other Intangible Assets” and
amortized the patents on a straight line basis theeestimated useful life of two to ten years.

Revenue Recognition and Sales Incentives- The Company's accounts for revenue recognitiaccordance with the Securities and
Exchange Commission Staff Accounting Bulletin NO11“Revenue Recognition in Financial StatemersXE 101), FASB ASC 605 Revenue
Recognition. The Company recognizes revenue wlgtisriaind risk of ownership have passed to the miestovhen there is persuasive evidence of an
arrangement, product has been shipped or deliverér: customer, the price and terms are finaliaed,collections of resulting receivable is reabbna
assured. Products are primarily shipped FOB shippaint at which time title passes to the custorimesome instances the Company uses common
carriers for the delivery of products. In theseagements, sales are recognized upon deliveretoustomer. The Company's revenue arrangements witl
its customers often include early payment discoantssuch sales incentives are recorded agaiest sal

The Company has received various grants from govent entities for development and use of silicaibic@ membranes in various water
filtration and treatment applications. Revenuesfigrants are recognized on the percentage-of-coimplamethod, measured by the percentage of project
costs incurred to date to estimated total projestxfor each grant multiplied by the grant incamea project by project basis. This method is used
because management considers costs incurred e best available measure of progress on confraptecess.

Project costs of the grants include all directarial and labor costs and those indirect costdedlto project. Project costs are capitalized and
accreted into cost of sales based on the perceanfdabe project completed. The Company has newarded a loss on these projects, should a loss be
estimated on an incomplete project it would be méed in the period in which such a loss is deteethirChanges in estimated profitability of a pcoje
are recognized in the period in which the revisiaresdetermined. The aggregate of costs incurrédnmome recognized on incomplete projects are
recorded as costs in excess of billings and areslas a current asset. The aggregate of billingsaess of related costs incurred and income réoedn
on projects is shown as a current liability.

In Denmark, Value Added Tax (“VAT") of 25% of thevioice amount is collected in respect of the salegods on behalf of tax authorities.
The VAT collected is not revenue of the Compangtéad, the amount is recorded as a liability orbiance sheet until such VAT is paid to the
authorities.

Advertising Cost — Cost incurred in connection with advertisingleé Company’s products is expensed as incurrech Segts amounted to
$78,030 and $47,645, for the year ended Decemh&03P and 2011, respectively.

Research and Development Cost— The Company expenses for research and develdmosts for the development of new products as
incurred. Included in operating expense for theyeaded December 31, 2012 and 2011 were $742200%502,413, respectively, of research and
development costs.

Income Taxes— The Company accounts for income taxes in acomalavith FASB ASC Topic 740 Accounting for Incomax€s. This
statement requires an asset and liability appréachccounting for income taxes.

Earnings / (Loss) Per Share— The Company calculates earnings per share rdance with FASB ASC 260 Earnings Per Share. Basic
earnings per common share (EPS) are based on thktecaverage number of common shares outstandingg each period. Diluted earnings per
common share are based on shares outstanding (tzshgmiunder basic EPS) and potentially dilutivermon shares. Potential common shares included
in the diluted earnings per share calculation idelin-the-money stock options that have been gildmiehave not been exercised.
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Stock Options — The Companies have granted stock options taiogkey employees. See Note 13. During the ye@septed in the
accompanying consolidated financial statementsCtirapany has granted options. The Company accéamptions in accordance with the provision
FASB ASC Topic 718, Compensation — Stock Compemsahion-cash compensation costs of $120,494 angl,$82 have been recognized for the
vesting of options granted to employees with an@aged recognized tax benefit of $0 for the yemmded December 31, 2012 and 2011, respectively.

Fair Value of Financial Instruments — The Company accounts for fair value measurenfenfinancial assets and financial liabilities in
accordance with FASB ASC Topic 820. The authositaguidance, which, among other things, defingsviue, establishes a consistent framework for
measuring fair value and expands disclosure fon ezajor asset and liability category measurediavédue on either a recurring or nonrecurring basi
Fair value is defined as the exit price, represgntiie amount that would either be received toaseHlsset or be paid to transfer a liability iroeaherly
transaction between market participants. As swhyélue is a market-based measurement that sheutetermined based on assumptions that market
participants would use in pricing an asset or lighiAs a basis for considering such assumptitims,guidance establishes a three-tier fair valaeanthy,
which prioritizes the inputs used in measuring Yailue as follows:

e Level 1. Observable inputs such as quoted piicastive markets for identical assets or lialkghti
e Level 2. Inputs, other than the quoted priceadtive markets, that are observable either direntipdirectly; and
e Level 3. Unobservable inputs in which theretitelior no market data, which require the reporéngty to develop its own assumptions.

Unless otherwise disclosed, the fair value of tben@any’s financial instruments including cash, acts receivable, prepaid expenses,
investments, accounts payable, accrued expengstaldaase obligations and notes payable appraesifeir recorded values due to their short-term
maturities.

Accounting Estimates — The preparation of financial statements in camity with generally accepted accounting principleguires
management to make estimates and assumptiondfetthe reported amounts of assets and liatslitiee disclosures of contingent assets and liiegsili
at the date of the financial statements and therteg amount of revenues and expenses during plogtieg period. Actual results could differ fronoge
estimated.

Recent Accounting Pronouncements— In May 2011, the Financial Accounting StandaéBdard (FASB) issued amended standards to achieve
a consistent definition of fair value and commoguieesments for measurement of and disclosure ahoutalue between U.S. GAAP and International
Financial Reporting Standards. For assets anditiabicategorized as Level 3 and recognized atfue, these amended standards require disclosure
guantitative information about unobservable inpatdescription of the valuation processes usethéntity, and a qualitative discussion about the
sensitivity of the measurements. In addition, tresended standards require that we disclose tle€itethe fair value hierarchy for financial instnants
disclosed at fair value but not recorded at falugaThese new standards are effective for us begirin the first quarter of 2012; early adoptidrthese
standards is prohibited. We do not expect thesestamdards to significantly impact our consolidateddensed financial statements.

In June 2011, the FASB issued amended standardsréase the prominence of items reported in atbherprehensive income. These
amendments eliminate the option to present compsmémther comprehensive income as part of thersient of changes in stockholders’ equity and
require that all changes in stockholders’ equityexeept investments by, and distributions to, owrerse presented either in a single continuous
statement of comprehensive income or in two sepdmait consecutive statements. In addition, thesndments require that we present on the face of the
financial statements reclassification adjustmeoitstéms that are reclassified from other comprshenincome to net income in the statement whege th
components of net income and the components of otreprehensive income are presented. We adopgetktl standards effective January 1, 2012 and
resulted only in changes to presentation of owarfaial statements.
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Other recent accounting pronouncements issuedebifAISB did not or are not believed by managemehat@ a material impact on the
Company'’s present or future financial statements.

Restatement — The common shares outstanding, common stocladditional paid in capital have been restated éDkecember 31, 2010
financial statements to reflect the 9,308,333 shpaz value of $0.001 per share issued for theDishéres par value of DKK 1,000 per share of LidiTec
AS in connection with the Merger.

Reclassification - The financial statements for the period endedebexer 31, 2011 have been reclassified to confortinetdeadings and
classifications used in the December 31, 2012 Gisdustatements.

NOTE 2 — RELATED PARTY TRANSACTIONS

Notes Receivable from Related Parties At December 31, 2010, LigTech NA had a note reddevaf $80,000 from an officer of the
Company bearing interest at 4%. The note was seédyréhe officer’'s stock in the Company and was cluelemand. The note was paid in full as of
December 31, 2011. Interest income of $1,600 an20B3was recorded and received for the year endeerber 31, 2011 and 2010, respectively.

Notes Receivable From Related Parties Buring June 2012, the Company collected a 19,50000KK note receivable from a shareholder of
the Company resulting from the purchase of comnimames and was previously classified as equityéreittcompanying financial statements. The note
was discounted as the note did not accrue intdbesing the years ended December 31, 2012 and @@1Company recorded interest income of $65,178
and $54,882, respectfully, as a result of amoitinadf the discount.

Notes Payable From a Related Party -Buring June, 2012, the Company paid a 19,500,008 b#te payable to current and former
shareholders of LigTech AS in connection with tigTlech AS’s reverse acquisition of LigTech USA, camently with the Merger. The note was
discounted as the note did not accrue interestinBtine years ended December 31, 2012 and 201 Cdhmpany recorded interest expense of $65,17¢
$54,882, respectfully, as a result of amortizatbthe discount.

NOTE 3 — PROPERTY AND EQUIPMENT

Property and equipment consisted of the followinDecember 31, 2012 and December 31, 2011:

Useful Life 2012 2011

Production equipment 3 -10 $ 11,098,98 $ 10,025,05
Lab equipment 3 -10 355,09¢ 349,75(
Computer equipment 3 -5 282,61: 236,15!
Vehicles 3 47,28: 10,56¢
Furniture and fixture 5 64,03¢ 47,89¢
Leasehold improvements 10 1,009,03! 443,44¢
12,857,04 11,112,86

Less Accumulated Depreciation (6,207,22) (4,465,651
Net Property and Equipme $ 6,649,817 $ 6,647,201

Depreciation expense amounted to $1,505,435 a83280, for the year ended December 31, 2012 @hd, 2espectively. The Company’s
property and equipment is held as collateral odities of credit.

NOTE 4 - INVESTMENTS

The following tables summarize Level 1, 2 and aficial assets and financial (liabilities) by th&assification in the Statement of Financial
Position:
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As of December 31, 2012 Level 1 Level 2 Level 3

Investments - - 158,14
Total - - 158,14:
As of December 31, 2011 Level 1 Level 2 Level 3

Investments = = 6,48¢
Total - - 6,48

At December 31, 2012 our total investment of $188,donsisted of an investment of $6,557 in LEA Textbgy in France to strengthen our
sales channels in the French market and an invasmh&151,584 in Bio Filtration Technology, a Dsimcompany developing a biofuel and manure
concentration technology.

At December 31, 2011 our investment of $6,483 atediof an investment in LEA Technology in Frar@sttengthen our sales channels in the
French market.

NOTE 5 — DEFINITE-LIFE INTANGIBLE ASSETS

At December 31, 2012 and December 31, 2011, defiifé intangible assets, net of accumulated amatitin, consist of patents on the
Company'’s products of $29,150 and $34,167, respegtiThe patents are recorded at cost and amdrtizer two to ten years. Amortization expense for
the years ended December 31, 2012 and 2011 wak7ard $47,387, respectively. Expected future a@maditn expense for the years ended are as

follows:

Amortization

Year ending December 31, Expenses
2013 $ 5,53¢
2014 5,563¢
2015 5,563¢
2016 5,563¢
2017 3,36:¢
Thereafter 3,63
$ 29,15(

NOTE 6 — LINES OF CREDIT

LigTech Denmark International has a DKK 6,000,080pfoximately $1,060,239 and $1,044,277 at Dece®ibe2012 and 2011, respectively)
standby line of credit with Sydbank A/S. Outstamgdiorrowings are due on demand. Interest is cakdilbased on CIBOR plus a margin of 3 percentage
points and is payable quarterly. As of December2B12, the interest on this line of credit was.81%6. This line of credit is guaranteed by LigTech
Delaware. This line of credit is also secured hyate of our receivables, inventory and equipm&here was $0 and $882,081 outstanding as of
December 31, 2012 and December 31, 2011, resplyctteDecember 31, 2012, there was $1,060,239abiai under this credit line.

LigTech Denmark International has a DKK 3,000,080pfoximately $530,120 and $522,139 at Decembe2@®I2 and 2011, respectively)
standby line of credit with Sydbank A/S, subjectéotain borrowing base limitations. Outstandingbwing is due on demand. Interest is calculated
based on CIBOR plus a margin of 3 percentage paimdss payable quarterly. As of December 31, 2@1Rjnterest on this line of credit was at 3.81%.
This line of credit is guaranteed by LiqTech Delesva& his line of credit is also secured by certdiour receivables, inventory and equipment. Theas
$0 and $377,933 outstanding as of December 31, @0dDecember 31, 2011, respectively. As of Dece@bg2012, there was $530,120 available u
this credit line.
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In general, lines of credit in Denmark are due emdnd. We do not believe that any of our linesreflit will be called but, if they were called,
we believe that we could refinance with other lesde Denmark with similar terms.

NOTE 7 — NOTES PAYABLE

In September 2011 LigTech AS entered into a noyalgla agreement with a financial institution, whmsréigTech AS borrowed $475,000. T
note payable was paid off in March 2012.

NOTE 8 — LEASES

Operating Leases— The Company leases office and production féedliunder operating lease agreements expiringigudt, 2018, February
2017, December 2016 and January 2014. In somesé fliease agreements the Company has the rigktetade

The future minimum lease payments for non-cancelapérating leases having remaining terms in exafesse year as of December 31, 2012
are as follows:

Lease

Year ending December 31, Payments

2013 $ 658,55(
2014 699,43¢
2015 717 ,47¢
2016 736,00:
2017 493,92(
Thereafter 300,99
Total Minimum Lease Payments $ 3,606,388

Lease expense charged to operations was $761,831586,412, for the year ended December 31, 20122811.

Capital Leases— The Company leases equipment on various varialdecapital leases currently calling for montbéyments
of approximately $2,076, $2,914, $11,614 and $¥¢&iring April 2017. At December 31, 2012 and 20he Company had recorded equipment on
capital lease at $1,570,337 and $1,546,696, raspBttwith related accumulated depreciation of $629 and $430,070, respectively.

During the years ended December 31, 2012 and 2fgbteciation expense for equipment on capital laassunted to $211,879, and $153,762,
respectively, and has been included in depreciatipense. During the years ended December 31,&012011, interest expense on a capital lease
obligation amounted to $64,211 and $49,405, res¢t In August 2011, the Company entered int@w ©apital lease to purchase and install an
additional furnace for $412,561 to increase pradaatapacity

Future minimum capital lease payments are as fallimvthe periods ended December 31:

Lease

Year ending December 31, Payments
2013 $  253,26¢
2014 248,62
2015 216,88:
2016 209,95:
2017 134,81
Thereafter 0
Total minimum lease payments 1,063,533
Less amount representing interest (130,460
Present value of minimum lease payments 933,07(
Less Current Portion (203,507)

$ 729,56
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NOTE 9 — AGREEMENTS AND COMMITMENTS

401(K) Profit Sharing Plan — LigTech NA has a 401(k) profit sharing plan @ngst covering certain eligible employees. The amiduigTech
NA contributes is discretionary. For the year egddecember 31, 2012 and 2011, matching contribsitieere expensed and totaled $21,531 and $2(
respectively.

NOTE 10 — INCOME TAXES

The Company accounts for income taxes in accordaithéd=ASB ASC Topic 740, Accounting for Income Esxwhich requires the Company
to provide a net deferred tax asset or liabilityado the expected future tax benefit or experiseroporary reporting differences between book tand
accounting and any available operating loss octedit carry forwards. The amount of and ultima&talization of the benefits from the deferred tesets
for income tax purposes is dependent, in part, Wpenax laws in effect, the Company’s future aagej and other future events, the effects of which
cannot be determined.

The temporary differences, tax credits and carmwéods gave rise to the following deferred tax afgbilities) at December 31, 2012 and

2011:
2012 2011

Vacation Accrual $ 409 $ 13,23«
Allowance for doubtful accounts 243,31« -
Reserve for obsolete inventory 19,92¢ 4 557

Net current tax assets $ 267,330 $ 17,78t
Business tax credit carryover 25,37¢ -
Net operating loss carryov 856,51 130,11¢
Excess of book over tax depreciation (805,949 (798,60:)

Net deferred tax assets (liability) $ 75,947 $ (668,48

In accordance with prevailing accounting guidariee,Company is required to recognize and disclogarecome tax uncertainties. The
guidance provides a two-step approach to recogmdedisclose any income tax uncertainties. Thdamngde provides a two-step approach to recognizing
and measuring tax benefits and liabilities wheitization of the tax position is uncertain. Thesfistep is to determine whether the tax positioatrties
more-likely-than-not condition for recognition atiee second step is to determine the amount todognézed based on the cumulative probability that
exceeds 50%.

The amount of and ultimate realization of the beadéfom the deferred tax assets for income taygses is dependent, in part, upon the tax
laws in effect, the Company’s future earnings, atiietr future events, the effects of which can difffi to determine and can only be estimated.
Management estimates that it is more likely thatntimat the Company will generate adequate nettgrtfiuse the deferred tax assets; management has
estimated that all of the deferred tax will be il and consequently, a valuation allowance wasatorded.

As of December 31, 2012 the Company had net operhiss carryovers of approximately $1,600,000@8. Federal purposes expiring

through 2032; $258,471 for Danish tax purposes i@ not expire; $43,000 for German tax purposeishwtho not expire and $42,000 for Singapore tax
purposes which do not expire.
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A reconciliation of income tax expense at the fatlstatutory rate to income tax expense at the emyip effective rate is as follows at
December 31, 2012 and 2011:

2012 2011

Computed tax at expected statutory rate $ (1,470,21) $ 444,55
State and local income taxes, net of federal benefi (13,929 6,94¢
Non-deductible expenses 64,64* 26,26¢
Non-US income taxed at different rates 202,02¢ (87,039
Manufacture and other tax credits - (30,979
Other items 51,93¢ (252)

Income tax expense (benefit) $ (1,165,52) $ 359,50t

The components of income tax expense (benefit) roninuing operations for the years ended Decei®@bg2012 and 2011 consisted of the

following:
2012 2011
Current income tax expense (benefit)
Danish $ - % 25,66¢
Federal (160,92() 145,66.
State (25,987 10,52:
Current tax expense (benefit) $ (186,90) $  181,85(
Deferred tax expense (benefit) arising from: 2012 2011
Excess of tax over financial accounting depreaiatio $ 5,90¢ $ 8,74¢
Deferred rent - 2,50¢
Business tax credit carryover (25,379 2,52¢
Net operating loss carryover (709,60:) 177,10¢
Allowance for doubtful accounts (243,319 =
Accrued Vacation 9,141 (13,239
Reserve for obsolete inventory (15,379) =
Current tax expense (benefit) $ (978,62) $ 177,65

Deferred income tax expense / (benefit) resultmarily from the reversal of temporary timing difféeces between tax and financial statement
income.

The Company files Danish and U.S. federal, Minrestdte income tax returns, and LigTech AS and édtiTinternational AS are generally no
longer subject to tax examinations for years pa2007 for their Danish tax returns. LigTech NAgenerally no longer subject to tax examinatioms fo
years prior to 2008 for U.S. federal and U.S. stéd& returns.

NOTE 11 — ACQUISITIONS

On August 24, 2011, pursuant to the Merger AgreenBMD Sub was merged with and into LigTech USA asda result of the Merger,
LigTech USA became a wholly owned subsidiary ofeRarPrior to the Merger there were 4,155,250 shaf¢he common stock, par value $0.001 per
share of Parent outstanding, pursuant to the Mergeh of the 17,444.75 outstanding shares of theram stock of LigTech USA was exchanged for
1,000 shares of Parent common stock, for a totaVgf44,750 shares resulting in 21,600,000 shdreéarent common stock being outstanding
immediately following the Merger and warrants tguaice up to 6,500 shares of LigTech USA’s commamlstit an exercise price of $1,500 per share,
were by their terms, converted into warrants tauaequp to 6,500,000 shares of Parent common stbak exercise price of $1.50 per share.
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In connection with the Merger, shareholders of Razentributed and cancelled 89,960,000 commoreshafrthe Parent thereby reducing the
common share outstanding to 4,155,250. Prior tovtager, LigTech USA completed a private placenodfering of 63 Units at $100,000 per Unit (the
“Offering”), each such Unit consisting of 40 shares of LigTe&Aldommon stock (2,520,000 common shares of Paftartgiving effect to the 1,000 fi
1 share conversion into Parent upon the closirtgeoMerger) and a LigTech USA Warrant for 20 shafdsqTech USA common stock (1,260,000
warrants to purchase common shares of Parentgafiag effect to the 1,000 for 1 share conversitto iParent upon closing of the Merger), for gross
proceeds of $4,800,000 in cash and a promissoryfoot1,500,000 payable on September 7, 2011r ®rihe Offering, LigTech USA issued 2,946.417
common shares (2,949,417 common shares of Patengafing effect to the 1,000 for 1 shares coneerinto Parent upon the closing of the Merger)
warrants to purchase 1,440 common shares at acigx@rice of $1,500 per share (warrants to puechad40,000 common shares of Parent at an ex:
price of $1.50 per share after giving effect to 1@00 for 1 share conversion into Parent uponraosf the Merger) for gross proceeds of $50,006aish
and 19,500,000 DKK notes payable ($3,765,351 baped the currency exchange rate of $1.00 = 5.1#8& &s August 22, 2011). The note was
discounted $120,600 as the note does not accreregttand is payable on June 30, 2012. In conmewfith the Merger, LigTech, USA acquired all of the
outstanding equity interests in LigTech AS andéthe outstanding equity interests in LigTech DK and LigTech NA not owned by LigTech AS,
directly from the holders of such equity interestsexchange for such equity interests LigTech s/l the holders, in the aggregate of $4,577,999,
promissory notes in the aggregate principal amofi®,500,000 DKK ($3,765,351 based upon the cegrexchange rate of $1.00 = 5.1788 DKK as
August 22, 2011) and 9,308.333 common shares dfddl USA (9,308,333 common shares of Parent affterggeffect to the 1,000 for 1 shares
conversion into Parent upon closing of the Merger).

NOTE 12 — EARNINGS PER SHARE

The following data shows the amounts used in comgarnings per share and the effect on incometandeighted average number of shares
of potential dilutive common stock for the year eddecember 31, 2012 and 2011:

For the Year Ended
December 31

2012 2011
Net Income (Loss) attributable to LigTech Interoal Inc. $ (2,773,89) 917,21:
Weighted average number of common shares usedio &arnings per share 23,644,88 14,165,21
Effect of dilutive securities, stock options andrraats - 1,931,75
Weighted average number of common shares and fatédifitive common shares outstanding used i
dilutive earnings per share 23,644,88 16,096,97

For the year ended December 31, 2012, Parent B&d,130 options outstanding to purchase commork stoParent at $1.50 to $3.60 per st
and Parent had 6,625,575 warrants outstandingrithase common stock of Parent at $1.50 to $4.08haze, which were not included in the loss per
share computation because their effect would bedélntive.

For the year ended December 31, 2011, the Compaiydied all outstanding common stock equivalenthéncalculation of weighted average
common shares and potential dilutive common shawestanding.

The weighted average common shares outstandingirusieel calculation of earning per shares for tharyended December 31, 2011, reflect
9,308,333 issued to the former shareholders of €giTAS in connection with the reverse acquisition.

NOTE 13 — STOCKHOLDERS' EQUITY

Common Stock — Parent has 100,000,000 authorized shares of constock, $0.001 par value. As of December 31, 20122011, respectively, there
were 24,111,500 and 21,600,000 common shares issukdutstanding.

On March 2, 2012, Parent completed a registeretigooffering of its common stock. As part of th@sing, Parent issued 2,511,500 shares of
common stock at a per share price of $3.25 andrgttenet proceeds of approximately $7.1 millicet, of offering cost of $1,082,668.
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On April 19, 2011, the Company received 400 comstmares, with a nooentrolled interest value of $325,208 (15% of théstanding commc
shares) of LigTech Int. DK upon the departure ef@hief Executive Officer and recorded a capitaltdbution of $280,039.

Voting

Holders of Parent common stock are entitled tovarte for each share held of record on each maitangted to a vote of stockholders,
including the election of directors, and do notdawy right to cumulate votes in the election oéctliors.

Dividends

Subject to the rights and preferences of the hsldeany series of preferred stock which may atithe be outstanding, holders of Parent
common stock are entitled to receive ratably sueideinds as our Board of Directors from time tog¢imay declare out of funds legally available.

Liquidation Rights

In the event of any liquidation, dissolution or ding-up of affairs of Parent, after payment ofadlbur debts and liabilities and subject to the
rights and preferences of the holders of any ondétg shares of any series of our preferred stihekholders of Parent common stock will be entitted
share ratably in the distribution of any of our eéning assets.

Other Matters

Holders of Parent common stock have no convergi@emptive or other subscription rights, and tla@esno redemption rights or sinking fund
provisions with respect to the common stock. Althef issued and outstanding shares of common stothe date of this report are validly issued yfull
paid and non-assessable.

Preferred Stock

Our Board of Directors has the authority to issaeeRt preferred stock in one or more classes @ssand to fix the designations, powers,
preferences and rights, the qualifications, lintag or restrictions thereof, including dividendtris, dividend rates, conversion rights, votindntsg terms
of redemption, redemption prices, liquidation prefeces and the number of shares constituting asg dr series, without further vote or action l® th
stockholders. The issuance of Parent preferred stay have the effect of delaying, deferring onverging a change in control of us without further
action by the stockholders and may adversely affextoting and other rights of the holders of camratock.

Common Stock Purchase Warrants

We have outstanding warrants to purchase 6,625B&fs of Parent common stock. 6,500,000 warraatsxarcisable for cash at a price of
$1.50 per share of common stock and will expir®enember 31, 2016 and 125,575 warrants are exeleifa cash at a price of $4.0625 per share of
Parent common stock and will expire on March 7,720he exercise price of the warrants and the nummbghares underlying the warrants are subject to
adjustment for stock dividends, subdivisions ofdbiéstanding shares of common stock and combiratibthe outstanding shares of common stock.
While the warrants remain outstanding, we are reguio keep reserved from our authorized and ueisshares of common stock a sufficient number of
shares to provide for the issuance of the sharéerlying the warrants.

Stock Options
In August 2011, Parent’s Board of Directors adogt&dtock Option Plan (the “Plan”). Under the teand conditions of the Plan, the board is

empowered to grant stock options to employees;erffi and directors of the Companies. At DecembgeP@12, 1,964,130 options were granted and
outstanding under the Plan.
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The Company recognizes compensation costs for sioitn awards to employees based on their graetfda value. The value of each stock
option is estimated on the date of grant usingBilaek-Scholes option-pricing model. The weightagtrage assumptions used to estimate the fair vaf

the stock options granted using the Black-Schobé®o-pricing model are as follows:

LigTech International,

Inc.
Expected term (in year 3C - 35
Volatility 0.07% - 52.69%
Risk free interest rate 2.33%
Dividend yield 0%

The Company recognized employee stock based corpemexpense of $120,494 and $123,984 for the greduDecember 31, 2012 and 2011,
respectively. At December 31, 2012 the Companyapguioximately $125,477 of unrecognized compensatish related to non-vested options expected

to be recognized through December 31, 2013.

A summary of the status of the options outstandingecember 31, 2012 is presented below:

Options Outstanding

Options Exercisable

Weighted
Average Weighted Weighted
Range of Remaining Average Average
Exercise Number Contractual Exercise Number Exercise
Prices Outstanding Life (years) Price Exercisable Price
$1.50 452,50( 218 3 1.5C 301,660 $ 1.5C
$3.0C - $3.60 1,511,63i 218 3 3.0t 84137t % 3.0t
$1.5( - $3.60 1,964,13i 21t $ 2.7 1,143,04. $ 2.7
A summary of the status of the options at DecerBthie2012, and changes during the year is preséeied:
December 31, 2012
Weighted
Average Average
Exercise Remaining Intrinsic
Shares Price Life Value
Outstanding at beginning of period 2,060,000 $ 2.6¢ 3.1f $ 2,341,401
Granted 214,13( 3.2¢ 2.1t -
Exercised - - - -
Forfeited (310,000 2.81 - -
Expired - - - -
Outstanding at end of period 1,964,131 $ 2.7C 215 $ =
Vested and expected to vest 1,964,131 $ 2.7C 21 $ -
Exercisable at end of period 1,143,04. $ 2.7C 218 $ =

At December 31, 2012 the Company had 821,087 neteg®ptions with a weighted average exercise pffi2.70 and with a weighted

average grant date fair value of $0.18, resultingrirecognized compensation expense of $125,47¢hvwgexpected to be expensed over a weighted-
average period of 1 year.

The total intrinsic value of options exercised dgrthe year ended December 31, 2012 was $0. listhafue is measured using the fair market

value at the date of exercise (for shares exercweat December 31, 2012 (for outstanding optioless the applicable exercise price.
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NOTE 14 — SIGNIFICANT CUSTOMERS / CONCENTRATION

For the year ended December 31, 2012, our fouesargustomers accounted for approximately 13%, 1% and 7%, respectively, of our net
sales (approximately 42% in total). For the yeateghDecember 31, 2011, our four largest custontasuated for approximately 11%, 10%, 10% and
8%, respectively, of our net sales (approximat&$o63n total).

The Company sells products throughout the worldssay geographical region are as follows for tharyended December 31, 2012 and 2011:

For the Year Ended
December 31

2012 2011
United States and Canada $ 5,993,35/ $ 6,640,64
South America 442 ,99¢ 17,94¢
Asia 1,490,01 1,292,14.
Europe 8,995,47! 13,241,44

$ 16,921,83 $ 21,192,17

The Company’s sales by product line are as follfawshe year ended December 31, 2012 and 2011:

For the Year Ended
December 31

2012 2011
Ceramic diesel particulate $ 12,181,74 $ 17,211,55
Liquid filters 4,192,06. 3,708,622
Kiln furniture 548,03: 271,99¢

$ 16,921,83 $ 21,192,17

NOTE 15 — INSURANCE CLAIMS

On July 19, 2011, the building housing LigTech DK’s corporate office and production facility seiféd damages resulting from a fire in the
roof structure and portions of the corporate officEhe production facility suffered structural amater damages making the facility unsafe for futuse.
The Company located a new facility and moved thperations and usable equipment. The Companydi@ths under two insurance policies on LiqT
Int. DK, a DKK 15,500,000 (approximately $2,750,008D) policy for casualty losses and a DKK 10,000,(approximately $1,800,000) policy for
business interruptions.

The business interruption policy covered a peribvelve months from the date of the fire. The Campsettled with the insurance company
and received DKK 5,408,000 (approximately $1,000)athder the business interruption policy. The Canyprecorded the proceeds from the policy
ratably over twelve month period covered. For tharg ended December 31, 2012 and 2011, the Compemyled DKK 3,201,806 and DKK 3,201,806
(approximately $600,000 and $600,000) as an inerzasales, DKK 497,806 and DKK 497,806 (approxeha$100,000 and $100,000) as an increase in
costs of goods sold.

The Company received DKK 5,584,015 (approximatély0$0,000) under the casualty loss policy and hitsew off production equipment and
leasehold improvements with a net book value of DK¥19,532 (approximately $285,000) resulting DKK 2,284,112 (approximately $425,000) gain
from the loss. The proceeds from the policy weetus replace the equipment and leasehold improntnire the new facility.

The remaining DKK 1,780,371 (approximately $330)0@eeived was for the recovery of expenses ansetpent of the fire.
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Included in other receivables as of December 8112is DKK 4,205,604, (approximately $730,000) ethivas collected in 2012 and DKK
2,704,000 (approximately $470,000) in accrued liighiwhich was ratably recorded to income througiy 2012.

NOTE 16 — SUBSEQUENT EVENT
The Company’s management reviewed material everasgh March 25, 2013

On February 26, 2013 we appointed Mr. Mark Vern@Gmoup Chief Executive Officer of Spirax-Sarcogireering plgLondon Stock
Exchange: SPX{po our Board of Directorsvir. Vernon has enjoyed a long career in the indristngineering industry, with broad experiencstiiategic
planning, operations management, marketing, sakésaw product development. He has travelled ektelys visiting over 65 countries worldwide, and
has established businesses and manufacturing igperat many emerging markets. Since April 2008, Wernon has served as Group Chief Executive
Officer of Spirax-Sarco a multi-national industréadgineering company headquartered in the UK, cimmgrmore than 50 operating companies located in
35 countries around the world with revenues excepfil billion. Mr. Vernon joined Spirax-Sarco inG&as President of the Group's USA operating
company before being appointed to their Board oé&ors in 2006 with responsibility for businesei@tions in North and South America. Mr. Vernon
also currently serves as a Director of SeniorI$1.2 billion UK-based aerospace and industrigirerering business.

On January 21, 2013, we received notice that ametwho accounted for 12.4 % and 6.4% of tot@sstdr the year ended December 31, Z
and 2011, had the courts appoint a receiver. Tdrepgany has established an allowance of $700,008sidhe receivables due from this customer.
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Iltem 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure

Blue Moose historically retained Pritchett, SileH&ardy, P.C. (“PSH") as its principal accountantcbnnection with the closing of the Merger,
we terminated PSH and retained Gregory & AssocialeS as our principal accountant. Our Board ofdBtors approved the change, effective Augus
2011.

PSH'’s reports on our financial statements for thary ended December 31, 2010 and 2009 includé&e iArinual Report on Form 10-K for the
year ended December 31, 2010 as filed with the &B@ot contain an adverse opinion or a disclaiofepinion, nor were they qualified or modified as
to uncertainty, audit scope, or accounting prirespkexcept that their reports included disclos@iinoertainty regarding Blue Moose’s ability to tione
as a going concern.

From inception through August 24, 2011, Blue Molead no disagreements with PSH on matters of acicmuptinciples or practices, financial
statement disclosure, or auditing scope or proeedlue Moose had not consulted with Gregory & Assies, LLC on any matter prior to the Merger.

We have authorized PSH to respond fully to theiimegiof Gregory & Associates, LLC concerning angttars discussed above. We have
provided PSH with a copy of the above statementsh@le requested that PSH furnish us with a lattdressed to the SEC stating whether PSH agrees
with the above statements and, if not, statingéispects in which it does not agree. A copy of detthr from PSH is incorporated by reference asilkik
16 hereto.

Iltem 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of both wf chief executive officer and chief financial ar, carried out an evaluation of the
effectiveness of our “disclosure controls and pdoees” (as defined in the Exchange Act Rules 13a)1&nd 15-d-15(e)) as of the end of the period
covered by this report (the “Evaluation Date”). sBd upon that evaluation, both of our chief exeeubifficer and chief financial officer concludeattas
of the Evaluation Date, our disclosure controls pratedures are effective to ensure that informateguired to be disclosed by us in the reportsviiea
file or submit under the Exchange Act (i) is re@adprocessed, summarized and reported, withitirtteeperiods specified in the SEC’s rules and forms
and (ii) is accumulated and communicated to ouragament, including our chief executive officer auul chief financial officer, as appropriate to allo
timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal controls émancial reporting that occurred during the pdrémvered by this report that has materially
affected, or is reasonably likely to materiallyestf, our internal control over financial reporting.

Management’s Report on International Control Over FAnancial Reporting

Management of the company is responsible for dstaby and maintaining adequate internal contr@rdinancial reporting as defined in Rules
13a-15(f) and 15d-15(f) under the Exchange Act. ddrapany’s internal control over financial repogtis designed to provide reasonable assurance
regarding the reliability of financial reportingdithe preparation of financial statements for exepurposes in accordance with generally accepted
accounting principles. The company’s internal contver financial reporting includes those policésl procedures that:

e pertain to the maintenance of records that#&sonable detail, accurately and fairly reflecttthasactions and dispositions of the assets of the
company;

e provide reasonable assurance that transactiereeorded as necessary to permit preparationarfidial statements in accordance with

generally accepted accounting principles, andréipts and expenditures of the company are beadg only in accordance with
authorizations of management and directors of ¢mepany; and
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e provide reasonable assurance regarding preveatiomely detection of unauthorized acquisitiose or disposition of the company’s assets
that could have a material effect on the finansiatements.

Because of inherent limitations, internal contre¢iofinancial reporting may not prevent or detecstatements. Therefore, even internal
controls determined to be effective can provide/ sehsonable assurance with respect to finantrsient preparation and presentation. The
effectiveness of our internal control over finaheceporting is subject to various inherent limiteits, including cost limitations, judgments usedegision
making, assumptions about the likelihood of futewents, the possibility of human error, and thie oisfraud. The projection of any evaluation of
effectiveness to future periods is subject to ible that controls may become inadequate becausieaniges in conditions, or that the degree of canpé
with policies may deteriorate. Because of theséditions, there can be no assurance that any systenternal control over financial reporting wile
successful in preventing all errors or fraud omiaking all material information known in a timelyanmer to the appropriate levels of management.

Management assessed the effectiveness of the Cgiapaternal control over financial reporting asdécember 31, 2012. In making this
assessment, management used the criteria sebfottle Committee of Sponsoring Organizations offtteadway Commission (COSO) in Internal
Control — Integrated Framework.

Based on its assessment and those criteria, maeagbelieves that the Company maintained effedtiternal control over financial reporting
as of December 31, 2012.

This annual report does not include an attestaiiport of the Company’s registered public accounfirm regarding internal control over
financial reporting. Management’s report was ndiject to attestation by the Company'’s registerdalip@accounting firm pursuant to the permanent
exemption of the Commission which require the Comypta provide only management’s report in this reépo

Item 9B. Other Information

Effective September 30, 2012, Michael Sonnelanigimes! from the Company's Board of Directors forspeal reasons. Mr. Sonneland remains
a shareholder of the Company owning 519,239 shares.

On October 31, 2012, the Company entered intoraiBand Services Agreement with Aldo PetersenCtiaérman of our Board of Directors,
pursuant to which the Company awarded Mr. Petdbdéf 400,000 (approximately $68,846) in considenatior investor relations and other services
previously provided to the Company, and pursuamthich the Company shall compensate Mr. Peterseld B&K00O (approximately $8,606) on a
monthly basis for on-going investor relations atfieo services which are mutually agreeable by patties for a period of one (1) year unless othszwi
agreed to in writing by the parties. A copy of Benus and Services Agreement is incorporated l&yeate herewith as Exhibit 10.19.
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Effective February 26, 2013, the Board of Direcwfr®arent appointed Mark Vernon to serve as a neewithe Board until his successor is
duly elected, qualified and seated or until hidiearesignation or removal. Mr. Vernon will recei$20,000 per annum as compensation for his seovice
the Board. Mr. Vernon’s participation in any otltempensation plans or arrangements has not be#mritidefy determined as of the filing date of this
annual report. Mr. Vernon replaces Jens Kampmamnnasmber of the Board. Mr. Kampmann amicably resigirom the Board effective February 26,
2013.

On March 25, 2013, we entered into an amendmgrgéinent to Mr. Andreassen’'s employment agreenuesa@nt to which, effective March
31, 2013, Mr. Andreassen shall no longer servehieed executive officer of LiqTech International clnhowever he will instead serve as chief opegatin
officer of LigTech Denmark International. Mr. Aredissen's compensation shall remain the same howeveay terminate Mr. Andreassen by giving
him 30 days prior written notice, and in such caseshall pay him 12 months salary (including pemsind vacation) in a lump sum at the termination
date. Mr. Andreassen may terminate upon not kess 3 months prior written notice to us, and irhscase we shall pay him salary (including pensiut
vacation) for one year. The amendment is provideéwith this annual report as Exhibit 10.20.

Item 10. Directors, Executive Officers and Corpoate Governance

Set forth below is information concerning our dites, senior executive officers and other key eyg@s.

Name Age Titles

Aldo Petersen 51 Chairman of the Board

Lasse Andreassen 60 Chief Executive Officer (Principal Executive Offigeand Director
Soren Degn 43 Chief Financial Officer (Principal Financial and @&uinting Officer)
Paul Burgon 42 Director

John F. Nemelka 47 Director

Mark Vernon 60 Director

According to our bylaws, the number of directora@y one time may not be less than one or moregéaen. The maximum number of
directors at any one time may be increased by @& afoh majority of the directors then serving.

Our charter provides for the annual election ofctiors. At each annual meeting of stockholdersdoectors will be elected for a one-year term
and serve until their respective successors hase élected and qualified. It is anticipated thatBoard of Directors will meet at least quarterly.

Executive officers are appointed by and serveeapthasure of the Board of Directors. A brief baqghty of each director and executive officer
follows:

Aldo Petersen. Aldo Petersen has been Chairman of the Boakdhdfech International, Inc. since August 2011. He been the Chief
Executive Officer of APE Invest A/S, a private Dstminvestment company, since 1996. Until 2006, Rétersen was also the chief executive officer of
EuroTrust (formerly known as Telepartner), a foim&ASDAQ-listed company that he founded in 1986oPto EuroTrust, he started and sold one of
Denmarks first hedge funds, Dansk Fromue Invest. Mr. Betewas a major investor in Greentech, a reneveasidegy company that builds wind farm:
Denmark, Germany, Poland and Italy. He is a pritratestor in wind farms in Germany and France, wad also a major investor in Football Club
Copenhagen (listed on the Copenhagen Stock ExchavigePetersen has a B.A. degree in Economics ftmpenhagen Business School.

Lasse Andreassen Mr. Andreassen has served as Chief Executivie€fand as a Director of LigTech Internationat,. lsince August 2011.
1999, Mr. Andreassen co-founded LigTech and hagedeaas its CEO since 2002. From 1997 to 2001, MdrAassen held Director positions at Kampsax
(a consulting firm). From 1995 to 1997, Mr. Andreais worked as the Director of Operations for HyBesaco Denmark. Previously, he also was Vice
President of Danfoss’system control business and Director of Operationthe Mexican division of Niro Atomizers. Mrnéreassen has a B.S. degre
Mechanical Engineering from Kgbenhavns Teknikum.

Soren Degn. Mr. Degn has served as CFO of LigTech Intermatiolnc. since August 2011. From 2008 until 2did was the CFO of Guava
publicly listed internet advertising company. Fr@607 to 2008, Mr. Degn served as CFO of AdvancesRable Energy Ltd. From 2001 to 2006, he was
the CFO of EuroTrust (a NASDAQ/AIM listed Compaffigrmerly known as Telepartner). From 1996 to 20@lwas the financial controller at Kampsax
(a consulting company). From 1989 to 1996, he wibdeKPMG in Denmark. Mr. Degn has a B.A. degreBusiness Administration and an M.B.A.
from Copenhagen Business School.
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Paul Burgon. Mr. Burgon has been a director of LigTech In&ional, Inc. since September 5, 2011. Mr. Burgoeuirrently the Vice
President of Business Development for Steel Pagtihd&iC. From 2010 to 2012, Mr. Burgon was the ime€hief Financial Officer of SWK Holdings
Corporation (OTCBB: SWKH) and was the Principal &0 of NightWatch Capital Advisors, LLC from 20652012. Mr. Burgon was a Manager and
then Director of Corporate Development for Danaberporation (NYSE: DHR) from 1998 to 2005, wherechenpleted approximately 50 transactions
with a value of almost $2 billion. Mr. Burgon ledrporate development at Fluke Corporation from 11@97998 and worked at Coopers and Lybrand’s
Acquisition Advisory Group from 1994 to 1997. Mruijon holds a B.S.B.A. degree (cum laude) in Firaarad International Business and an
International Executive M.B.A. degree from the Meidagh School of Business at Georgetown University.

John F. Nemelka. Mr. Nemelka has served as a Director of LigTetlrnational, Inc. since September 5, 2011. Mmi#ia has been serving
as the interim CEO of SWK Holdings, a publicly teadcompany, since January 2010 and a director Sotber 2005. He founded NightWatch Capital
Group, LLC, an investment management businesshasderved as its managing principal since itsdtion in July 2001. Since October 2009, Mr.
Nemelka has also been serving on the Board of Direof SANUWAVE Health, Inc., a publicly tradedrmapany. Mr. Nemelka holds a B.S. degre:
Business Administration from Brigham Young Univéyrsind an M.B.A. degree from the Wharton SchodhatUniversity of Pennsylvania.

Mark Vernon. Mr. Vernon has served as a Director of LigTechrmaional, Inc. since February 26, 2013. Mr. Veri®Chief Executive
Officer, Executive Director of Spirax-Sarco Engirieg plc (London Stock Exchange: SPX)multi-national industrial engineering company
headquartered in the UK comprising more than 50aijpg) companies located in 35 countries aroundvitidd with revenues exceeding $1 billiand
has served in such capacity since April 2008. Heejib Spirax-Sarco in 2003 as President of that emy’s steam business in the USA. Mr Vernon was
appointed to the Board of Spirax-Sarco in 2006hditector responsibilities for operations in Noathd South America. He became Chief Operating
Officer in 2007 and served in that position untfl appointment as Chief Executive Officer in A@U08. In May 2011, Mr Vernon joined the Board as a
Non-Executive Direcotr of Senior ple,$1.2 billion UK-based aerospace and industriglrezering businessMr Vernon has had a long career in the
industrial engineering industry, serving previoustyGroup Vice-president of Flowserve’s Flow CanBuasiness Unit, Group Vice-president of Durco
International and President of Valtek Internatigmaadlobal controls business.

Director Expertise

The following is a brief description of the speciéixperience and qualifications, attributes ofdskif each director that led to the conclusion that
such person should serve as a director of the Caynpa

Mr. Andreassers knowledge regarding our operations and the maikathich we compete provides a critical link beén management and
Board, enabling the Board to provide its oversighttion with the benefit of management’s perspectif the business.

Mr. Burgon’s hands-on experience in public compeonporate governance and corporate finance provigeBoard with a unique perspective
on corporate governance matters and corporatedinamatters. Given his financial experience, Mr.dgur has been determined by our Board to be an
Audit Committee Financial Expert.

Mr. Nemelka’'s experience is investment managemmahthés hands-on experience in public company catpagovernance provides the Board
with the perspective of an active investor withriigal understanding of the capital raising maskand corporate governance matters.

Mr. Petersers knowledge regarding our history and operationsiges a critical link between management and tharé& enabling the Board
provide its oversight function with the benefitrehnagement’s perspective of the business.

Mr. Vernon'’s extensive global experience in theusstiial engineering industry, particularly in Noghd South America, provides the Board
with valuable insight in the markets the Companyeag, as well as proven management and Board éseert

Family Relationships

None of our Directors or executive officers is tethby blood, marriage or adoption.
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Director Independence

Our Board of Directors has determined that Megusgon, Nemelka and Vernon are independent agdhatis defined in the listing standards
of the NYSE Amex. In making these determinations,Board of Directors has concluded that none ofindependent directors has an employment,
business, family or other relationship which, ie tipinion of our Board of Directors, would intedewith the exercise of independent judgment inydag)
out the responsibilities of a director. Our othieedtors, Messrs. Andreassen and Petersen, asonsidered independent under these rules because Mr
Andreassen serves as an executive officer and dersen has influence as a significant stockholdferexpect that our independent directors will nire
executive session (without the participation ofceive officers or other non-independent directatdpast two times each year.

Committees of our Board of Directors
Committee Composition

Our Board of Directors has an audit committee, mpensation committee, and a governance committeefdllowing table sets forth the
current membership of each of these committees:

Audit Committee Compensation Committee Governance Committee
| Paul Burgon John F. Nemelka* Aldo Petersen*
John F. Nemelk Paul Burgon John F. Nemelka

* Chairman of the committee

Audit Committee

Our audit committee consists of Paul Burgon (Creaii John Nemelka each of whom is an independesttdr as defined in the NYSE Amex
rules and SEC rules. Based upon past employmeetiexge in finance and other business experiempérieg accounting knowledge and financial
sophistication, our Board of Directors has detegdithat Mr. Burgon is an “Audit Committee Finandiapert”as defined in Item 407(d)(5) of Regulat
S-K, and that each member of our audit committedls to read and understand fundamental finastaééments. We have implemented a written charter
for our audit committee that provides that our audmmittee is responsible for:

e appointing, compensating, retaining, overseeimjtarminating our independent auditors and preeypg all audit and non-audit services
permitted to be performed by the independent argjito

e discussing with management and the independelitbasi our annual audited financial statements,imigrnal control over financial reporting,
and related matters;

e reviewing and approving any related party tratisas;

e meeting separately, periodically, with managemiiat internal auditors and the independent aigjitor

e annually reviewing and reassessing the adequamyraudit committee charter;

e such other matters that are specifically deleyaieour audit committee by our Board of Directfsesn time to time; and
e reporting regularly to the Board of Directors.

During the fiscal year ended December 31, 2012Atidit Committee met four times.
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Compensation Committee

Our compensation committee consists of John F. Nen{€hair) and Paul Burgon, each of whom is arjpehdent director as defined in the
NYSE Amex rules, ‘non-employee director” under Rule 16b-3 promulgateder the Exchange Act, and an “outside diredtmrpurposes of Section
162(m) of the Code. We have implemented a writtearter for our compensation committee that provitias our compensation committee is responsible
for:

e reviewing and making recommendations to our Bodrddbors regarding our compensation policies amch$oof compensation provided to ¢
directors and officers;

e reviewing and making recommendations to our Ba@didirectors regarding bonuses for our officerd ather employees;
e reviewing and making recommendations to our B@didirectors regarding stock-based compensatioodio directors and officers;
e administering our stock option plans in accor@anith the terms thereof; and

e such other matters that are specifically deleyaighe compensation committee by our Board oé@aors after the business combination from
time to time.

During the fiscal year ended December 31, 2012Ctmpensation Committee met two times.
Governance Committee

Our governance committee consists of Aldo PetefGeair) and John F. Nemelka. Mr. Nemelka is an fpeahelent director as defined in the
NYSE Amex rules. We have implemented a written &hdor our governance committee that provides dhiatgovernance committee is responsible

e overseeing the process by which individuals maypdminated to our Board of Directors;

e identifying potential directors and making recoamdations as to the size, functions and compositiaur Board of Directors and its
committees;

e considering nominees proposed by our stockhalders
e establishing and periodically assessing theraifer the selection of potential directors;
e making recommendations to the Board of Directorsiew candidates for Board membership; and
e overseeing corporate governance matters.
In making nominations, the governance committeenia$ to submit candidates who have high persomnbpaoiessional integrity, who have
demonstrated exceptional ability and judgment ahd are effective, in conjunction with the other rioees to the Board of Directors, in collectively
serving the long-term interests of the stockholdergvaluating nominees, the governance commiititeexds to take into consideration attributes sagh

leadership, independence, interpersonal skillaniiiml acumen, business experiences, industry laugel and diversity of viewpoints.

During the fiscal year ended December 31, 2012Ginernance Committee met 4 times.
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Legal Proceedings Involving Officers and Directors

To the knowledge of the Company after reasonalgjeiip, no current director or executive officertbé Company during the past ten years, has
(i) been convicted in a criminal proceeding (exahgdraffic violations or other minor offenses)) feen a party to any judicial or administrative
proceeding (except for any matters that were disadisvithout sanction or settlement) that resultes judgment, decree or final order enjoining the
person from future violations of, or prohibitingtiagties subject to, U.S. federal or state secesilaws, or a finding of any violation of U.S. fealeor state
securities laws, (iii) filed a petition under fedebankruptcy laws or any state insolvency lawkas had a receiver appointed for the person’s prppe
(iv) been subject to any judgment, decree or fimder enjoining, suspending or otherwise limitiog finore than 60 days, the person from engagingyn a
type of business practice, acting as a futures desiom merchant, introducing broker, commodity imgdadvisor, commodity pool operator, floor broker,
leverage transaction merchant, any other persanategl by the Commodity Futures Trading Commissiorgn associated person of any of the foregc
or as an investment adviser, underwriter, broketealer in securities, or as an affiliated persiinector or employee of any investment companykban
savings and loan association or insurance comgargngaging in or continuing any conduct or practicconnection with such activity or engaging in
any activity in connection with the purchase oesaflany security or commodity or in connectionhadny violation of Federal or State securities laws
Federal commodities laws, (v) been found by a colucbompetent jurisdiction in a civil action or hye Commission to have violated any Federal oeStat
securities law, and the judgment in such civilatir finding by the Commission has not been sulesetty reversed, suspended, or vacated, (vi) been
found by a court of competent jurisdiction in ailcaction or by the Commodity Futures Trading Corssion to have violated any Federal commodities
law, and the judgment in such civil action or fimglibby the Commaodity Futures Trading Commissionriedeen subsequently reversed, suspended or
vacated, (vii) been the subject of, or a partyaty;, Federal or State judicial or administrativeeorgudgment, decree, or finding, not subsequerthersec
suspended or vacated, relating to an alleged ioolaff: (a) any Federal or State securities or couities law or regulation, (b) any law or regulatio
respecting financial institutions or insurance canips including, but not limited to, a temporarypermanent injunction, order of disgorgement or
restitution, civil money penalty or temporary orpanent cease-and-desist order, or removal or Ipitani order, or (c) any law or regulation prohiig
mail or wire fraud or fraud in connection with amysiness entity, or (viii) been the subject ofaqrarty to, any sanction or order, not subsequently
reversed, suspended or vacated, of any self-regulatganization (as defined in Section 3(a)(26thef Exchange Act (15 U.S.C. 78c(a)(26)), any
registered entity (as defined in Section 1(a)(Z3he Commodity Exchange Act (7 U.S.C. 1(a)(29))any equivalent exchange, association, entity or
organization that has disciplinary authority owsmembers or persons associated with a member.

Code of Ethics

We adopted a code of conduct and ethics on Jaiy&12.
Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires a cowipafficers and directors, and persons who ownentban ten percent (10%) of a registered
class of a company’s equity securities, to fileorép of ownership and changes in ownership with3R€. Officers, directors, and greater than tenger
(10%) stockholders are required by SEC regulatidintnish the Company with copies of all Sectiofa)orms they file.

To our knowledge, based solely on a review of thges of such reports furnished to us, we beliba¢ all reports under Section 16(a) required
to be filed by its officers and directors and geedhan ten percent (10%) beneficial owners weneli filed, except that Mr. Vernon has not file&@m
3 upon his appointment as a Director of Parent.
Iltem 11. Executive Compensation
Summary Compensation Table

The following table sets forth certain informatiaith respect to compensation for the years endextibber 31, 2012 and 2011 earned by or
paid to our chief executive officer and our mosfy compensated executive officer in 2012 whosa tompensation exceeded $100,000 (the “named
executive officers”). Although Soren Degn, our Gli#aancial Officer, is included in the disclosurelow, he was not a named executive officer irefisc

year 2011 because he received less than $100,@6tircompensation during 2011. Furthermore, 8gzes, the former CEO of Cometas A/S (now
known as LigTech Denmark International), is noaaed executive officer for 2011 because he waametxecutive officer at the end of fiscal year 2011
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Summary Compensation Table

Nonequity  Nonqualified

Stock Option Incentive Deferred

Name and Salary Bonus Awards Awards Plan Compensatior Total
Principal Position Year ($)(1) (%) (%) ($)(2) Compensatior Earnings Other ($)
Lasse Andreassen, 2012  $ 212,04 — — $ 118,16 — — $21,205(4) $ 351,42
Chief Executive Officer (3) 2011 $ 104,42¢ — — 3 3,13¢ — — $ 7,832(4) $ 115,39¢

2010 147,43¢ — — — — — — 147,43¢
Donald S. Debelak, 2012 163,50! — — 70,90( — — — 234,40:
Former Head of U.S. Operations ( 2011 162,00( — — 2,48¢ — — — 164,48!

2010 162,00( — — — — — — 162,00(
Soren Degn, 2012 180,24: — — 70,90( — — 18,024(4) 269,16!
Chief Financial Officer (5) 2011 64,397 — — 2,61¢€ — — — 67,01

@)

)

©)

(4)

®)

(6)

2010 — — — — — — — —

Total salaries for Mr. Andreassen for 2010reorted on an as-converted basis from Danish&(bBiKK) to U.S. dollars ($) based on the
currency exchange rate of $1.00 = DKK 5.6133, d3eafember 31, 2010. Total salaries for Messrs. dagien and Degn for 2011 are reported on
an as-converted basis from Danish Krone (DKK) t6.Ulollars ($) based on the currency exchangeofa#&.00 = DKK 5.7456, as of December
31, 2011. Total salaries for Messrs. AndreasserDatph for 2012 are reported on an as-converted frasn Danish Krone (DKK) to U.S. dollars
($) based on the currency exchange rate of $1 DRk 5.6591, as of December 31, 2012. We do noteraly representation that the Danish
Krone amounts could have been, or could be, coedénto U.S. dollars at such rate on December @10 2December 31, 2011 or December 31,
2012, or at any other rate.

These amounts represent the aggregate grantadiavalue for stock awards granted in fiscary2012, computed in accordance with FASB ASC
Topic 718. See notes to consolidated financiaéstanhts contained elsewhere in this report for &rihformation on the assumptions used to
value stock options. On March, 2012, Messrs. Arslrea, Debelak and Degn were granted stock optiopsrchase 118,167, 70,900 and 70,900
shares of common stock, respectively, at $3.2&lpare. The vesting schedule of such options islkms: one-third of the options vested
immediately, one third of such options vest on Ma28, 2013 and one third of such options vest orci&3, 2014. All of these options will
expire on March 22, 2015.

For the years ended December 31, 2011 and, 2xl@ndreassen was entitled to an annual baseysaf approximately $182,749 and $178,000,
respectively. From January 2011 until October 204r1,Andreassen was entitled to an annual baseysal@&KK 1,000,000. From October 2011
until December 2011, Mr. Andreassen was entitleaht@annual base salary of DKK 1,200,000.

Pursuant to Mr. Andreassen’s employment agee¢nMr. Andreassen received $21,205 and 7,832mifibutions from the Company to his
individual retirement account in 2012 and 2011peesively. Pursuant to Mr. Degn’s employment agreetyMr. Degn received $18,024 of
contributions from the Company to his individuainement account in 2012.

Mr. Degn became our chief financial officerAngust 2011. Pursuant to his employment agreermiegn is entitled to an annual base salary
of approximately $180,241. Mr. Degn was not an asiee officer of the Company in fiscal year 2010.

Mr. Debelak resigned from his position in JAR12.
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Employment Arrangements
During the year ended December 31, 2012, we hadogmpnt agreements with Messrs. Andreassen, DelgldiDegn.

Mr. Andreassen’s previous employment agreementt@rasinated in October 2011. Under that agreementAvdreassen’s annual
compensation included an annual base salary obajppately DKK 1,000,000 (or approximately $176,#sed on the currency exchange rate of $1
DKK 5.6591 as of December 31, 2012) plus an anboaus in an amount equal to 10% of our annual reéitpin addition, upon termination of his
employment (i) by us for any reason, other tharCfause, be was entitled to a severance paymenitec@é months of his salary; and (ii) by him
voluntarily, he was required to provide us withri@nths prior notice.

Effective upon the closing of the Merger, we erddreo a new employment agreement with Lasse Arsdegafor his continued employment as
our chief executive officer. Under the agreement, Mdreassen will (i) through January 2013, eabase annual salary of approximately DKK 1,200
(or approximately $212,048 based on the currenchange rate of $1 = DKK 5.5691 as of December 812}, (ii) be entitled to an annual bonus of tt
year options exercisable for the number of shafesiocommon stock determined by multiplying eagsilefore interest expense and taxes (EBIT) by a
factor of 0.25 and dividing the resulting produgttbe average price per share of our common stadkglthe 10 days before the publication of ounkts:
of operations for the last completed fiscal yeidi); e entitled to monthly contributions from usté his retirement plan of an amount equal to 16%i©
monthly salary; (iv) be entitled to participatesithof our employee benefit programs available emagement executives, including health and long-ter
disability insurance; (v) upon termination by us &y reason other than for “Cause,” as definddsremployment agreement, be entitled to a severanc
payment equal to 36 months of his salary; andpfayide us with 24 months prior notice upon hisiwbary termination of employment.

On March 25, 2013, we entered into an amendmergékgent to Mr. Andreassen's employment agreemestig@oir to which, effective March
31, 2013, Mr. Andreassen shall no longer servehieef executive officer of LiqTech International clnhowever he will instead serve as chief opegatin
officer of LigTech Denmark International. Mr. Aredrssen's compensation shall remain the same howewaay terminate Mr. Andreassen by giving
him 30 days prior written notice, and in such oaseshall pay him 12 months salary (including pemsind vacation) in a lump sum at the termination
date. Mr. Andreassen may terminate upon not fems 3 months prior written notice to us, and inhscase we shall pay him salary (including pensiut
vacation) for one year. The amendment is provideéwith this annual report as Exhibit 10.20.

The employment agreement with Mr. Debelak was edterto on, and became effective as of, NovembgQ85. Mr. Debelak’s employment
agreement was amended on December 15, 2011, effectiof November 16, 2011. The term of the empéayragreement was through November 1,
2014 due to the exercise of an extension optionDdbelak’s annual compensation included an arlvese salary of $162,000, and he was entitled to
receive annually a number of options equal to @igiplied by our EBIT, divided by our average gharice during the ten (10) days prior to the
publication of our financial results. One-thirdtb& options vested immediately, otiérd of such options were exercisable after 12 tm®of the grant ar
onethird of such options were exercisable after 24 tm®of the grant. He was also entitled to partigipa all of our employee benefit programs avad:
to management executives, including health and-teng disability insurance.

We had the right to terminate Mr. Debelak’s empleytnas a result of a “Permanent Disability,” “foauSe,” or “without Cause,” as defined in
his employment agreement. Mr. Debelak could alse feeen terminated without Cause only upon 12 nsopttor written notice by us, and he was
obligated to provide at least 6 months advanceaqtiior to resigning from his position. In the Bt/that Mr. Debelak was terminated without Cause, M
Debelak was entitled to his annual compensationcantinuation of his health insurance coveragefperiod of 12 weeks after the termination date in
return for a Release of Claims. In addition, MrbBkak had agreed not to solicit our customers orpege with us for a period of two (2) years frora th
date of his termination.

On July 19, 2012, we accepted Mr. Debelak’s restign from his position. Effective February 2013, the parties terminated the employment
agreement, with all rights and obligations of bpéties terminating as of February 20, 2013 witheéRkception of certain restrictive covenants ahd al
post-termination obligations of Mr. Debelak settlidn the employment agreement. In connectioi wie termination, Mr. Debelak was paid $13,500
representing an amount equal to one month’s salaagr the employment agreement, the parties exaéentitual releases and stipulated that the stock
option agreements dated August 24, 2011 (for 142sb@res), August 24, 2011 (for 42,500 sharesMardh 23, 2012 (for 58,399 shares) shall remain in
effect until the termination dates set forth inge@tock option agreements.

Effective upon the closing of the Merger, we erddrgo an employment agreement with Soren Deghifoemployment as our Finance
Director/CFO. Under the agreement, Mr. Degn w)lkifrough January 2013, earn a base annual sdlappooximately DKK 1,020,000 (or approximat
$180,241 based on the currency exchange rate f3dK 5.6591 as of December 31, 2012); (ii) be thedi to an annual bonus of three year options
exercisable for the number of shares of our comstock determined by multiplying earnings beforeiiast expense and taxes (EBIT) by a factor of 0.15
and dividing the resulting product by the averageepper share of our common stock during the 43 dheefore the publication of our results of openagi
for the last completed fiscal year; (iii) be emtitito monthly contributions from us into his retirent plan of an amount equal to 10% of his monthly
salary; (iv) be entitled to participate in all afreemployee benefit programs available to managéemetutives, including health and long-term dikigbi
insurance; (v) upon termination by us for any reasther than for “Cause,” as defined in his emplegtragreement, be entitled to a severance payment
equal to 24 months of his salary; and (vi) providevith 12 months prior notice upon his voluntagnination of employment.
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Outstanding Equity Awards at Last Fiscal Year End

The following table sets forth all outstanding egaiwards held by our named executive officersfa3ezember 31, 2012.

Option Awards Stock Awards
Name Number of ~ Number of Equity Option Option Number Market Equity Equity
Securities Securities Incentive Exercise Expiration of Shares Value of Incentive Incentive
Underlying  Underlying Plan Price Date or Units Shares Plan Plan
Unexercised Unexercised  Awards: of Stock or Units Awards: Awards:
Exercisable Unexercisable No. of That Have of Stock Number of  Market or
(D) Securities Not Vested That Unearned Payout
Underlying Have Not Shares, Value of
Unexercisec Vested Units, or Unearned
Unearned Other Shares,
Options Rights That  Units, or
(N} Have Not Other Rights
Vested That Have
Not Vested
Lasse 180,00( — 60,000 $ 3.0C 02/28/1! — — — —
Andreassen
60,00( — 20,00 $ 1.5C 02/28/1! — — — —
97,33. — 64,88t $ 3,2¢ 02/22/1! — — — —
Soren Degn 150,00( — 50,00 $ 3.0C 02/28/1! — — — —
50,00( — 16,667 $ 1.5C 02/28/1! — — — —
58,39¢ 38,93: $ 3,2¢ 02/22/1!

Compensation of Directors

In order to attract and retain qualified indeperndgrectors, in November, 2011, we adopted a corsgugon plan for non-employee
directors. Such plan includes cash as well agyetpaised compensation. As part of this compensafimm annually each independent director is to
receive $10,000, and the chairman of the audit citteenis to receive $20,000. In addition, on Deceni$, 2011, each independent director received
20,000 options with one-third to vest immediatelye-third to vest on September 1, 2012, and omd-thivest on September 1, 2013. The options also
include a three-year expiration period.

The following table provides information regardic@mpensation that was earned or paid to the indidwho served as non-employee

directors during the year ended December 31, 2B4@ept as set forth in the table, during 2011,adies did not earn nor receive cash compensation or
compensation in the form of stock awards, optioaras or any other form.
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Fees Non-qualified

earned or Option Non-equity deferred
paid in cash Stock awards incentive plan  compensatior All other
Name (2) awards (2) compensatior earnings compensatior Total
John Nemelka $ 10,00¢( — % — — — — 3 10,00(
Michael Sonneland 5,00( — — — — — 5,00(
Paul Burgon 20,00( — — — — — 20,00(
Mark Vernon — — — — —
Jens Kampmann 2,50( — — — — — 2,50(

(1) Ourindependent directors are entitled to cashpensation of $10,000 per year and the chaiohanr audit committee is entitled to $20,000 per
year.

(2) These amounts represent the aggregate grentagiavalue for stock awards granted in fiscary2012, computed in accordance with FASB ASC
Topic 718. As such, these amounts do not corresfmtite compensation actually realized by eactcttirdor the period. See notes to
consolidated financial statements contained elseninghis report for further information on thesamptions used to value stock options.

Item 12. Security Ownership of Certain BeneficibOwners and Management and Related Stockholder M#grs

The following table sets forth, as of March 19, 20dertain information regarding the beneficial enghip of our common stock, the only class
of capital stock we have currently outstanding(ijoach director and “named executive officera’ (lefined in the section titled “Executive
Compensation — Summary Compensation Table”) indafig, (ii) our chief financial officer, (iii) altirectors and executive officers as a group, avd (i
each person known to us who is known to be theftotseowner of more than 5% of our common stockatcordance with the rules of the SEC,
“beneficial ownership” includes voting or investrh@ower with respect to securities. To our knowksdexcept as indicated in the footnotes to thiketab
and pursuant to applicable community property ldats persons named in the table have sole votidgreestment power with respect to all shares of
common stock beneficially owned by them.

Shares of Percentage
Common of Common
Stock Stock
Beneficially Beneficially
Name of Beneficial Owner(1) Owned (2) Owned (3)
Lasse Andreassen(4) 2,634,22. 10.€%
Donald S. Debelak(5) 565,59¢ 2.2%
Soren Degn(6) 490,26¢ 2.(%
Aldo Petersen(7) 5,713,54 21.9%
Paul Burgon(8) 32,50: *
John F. Nemelka(9) 115,33¢ *
Mark Vernon 0 *
All executive officers and directors as a groupérsons)(10) 9,551,46. 35.9%
5% Shareholders:
LaksyaVentures, Inc.(11) 3,199,79; 13.%%
David Nemelka(12) 2,480,61 10.2%

* Less than one percent.
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@)

)

®3)
(4)

®)

(6)

@)

8)

©)

(10)

(11

(12)

Unless otherwise indicated, the address foh gerson listed above is: c/o LigTech Internatigh/®, Industriparken 22C 12, DR750 Ballerug
Denmark.

Under the rules and regulations of the SEC, beia¢fiovnership includes (i) shares actually ownéjishares underlying options and warrants
are currently exercisable and (iii) shares undegybptions and warrants that are exercisable wi@tindays of March 19, 2013. All sha
beneficially owned by a particular person undeusés (i) and (iii) of the previous sentence arended to be outstanding for the purpos
computing the percentage ownership of that perstrate not deemed outstanding for the purpose mifoting the percentage ownership of
other person.

Based on 24,111,500 shares issued and ouitseasl of March 19, 2013.

Shares are owned by El Salto ApS, a Danish erfthg. voting and disposition of the shares owned bgdto is controlled by Mr. Andreass
Includes the vested portion of 337,332 stock optiafi which 60,000 stock options have an exeraige pf $1.50 per share and vest in three ¢
annual installments on August 24, 2011, Septemp2012 and September 1, 2013, 180,000 stock optians an exercise price of $3.00 and
in three equal annual installments on August 2412@eptember 1, 2012 and September 1, 2013 aj88203tock options have an exercise |
of $3.28 and vest in three equal annual installmentMarch 23, 2012, March 23, 2013 and March 2342

Includes the vested portion of 190,000 stock ogtiafi which 47,500 stock options have an exeraige pf $1.50 per share and vest in three ¢
annual installments on August 24, 2011, Septemp2012 and September 1, 2013, and 142,500 sto@nspghave an exercise price of $3.00
vest in three equal annual installments on Augdst2P11, September 1, 2012 and September 1, 2G1H&B99 stock options have an exel
price of $3.28 and vest in three equal annual linstats on March 23, 2012, March 23, 2013 and M&@&8h2014. Mr. Debelak resigned from
position on July 19, 2012.

Includes 205,000 shares and 113,000 shares ownk® I§onsulting ApS (former SHD Invest ApS) and LHilvest ApS, respectively, each
which is a Danish entity. The voting and dispositad the shares owned by LD Consulting ApS and UHZest ApS are controlled by Mr. Del
Also includes the vested portion of 258,399 stopkoms. 50,000 stock options have an exercise micgl.50 and vest in three equal an
installments on August 24, 2011, September 1, 20tPSeptember 1, 2013, 150,000 stock options haeaercise price of $3.00 and vest in tl
equal annual installments on August 24, 2011, Sapte 1, 2012 and September 1, 2013 and 58,39R spiiibns have an exercise price of $.
and vest in three equal annual installments on M28; 2012, March 23, 2013 and March 23, 2014.

Includes (i) 5,713,541 shares owned by APEe$mA/S, a Danish entity controlled by Mr. Petersgfwhich 1,900,000 shares underlie g€
warrant immediately exercisable at an exerciseepyfcb1.50 per share.

Includes the vested portion of 20,000 stock optiainan exercise price of $3.60. The options vesiiee equal annual installments on Decel
16, 2011, September 1, 2012 and September 1, 2013.

Includes the vested portion of 20,000 stock optiainan exercise price of $3.60. The options vesiiee equal annual installments on Decel
16, 2011, September 1, 2012 and September 1, 2013.

Includes five-year warrants immediately eisable for an aggregate of 1,900,000 shares atencise price of $1.50 per share.

Includes fiveyear warrants immediately exercisable for an aggeegf 1,900,000 shares at an exercise price &80%ier share. The voting ¢
disposition of the shares owned by Laksya Ventisresntrolled by Neil Persh.

Includes five-year warrants immediately eisable for an aggregate of 960,000 shares at aciseerice of $1.50 per share.

We know of no arrangements, including pledges,tgnoong any of the forgoing persons, the operatfamhich could result in a change of

control of us.
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Item 13. Certain Relationships and Related Transgions, and Director Independence
Transactions with Related Persons

The Company had a DKK 19,500,000 (approximately 3,351) note receivable, net of a discount of 6% as of December 31, 2011, from
David Nemelka, a significant shareholder and aixedaf one of our directors, resulting from theghase of common shares and classified as equibe
accompanying financial statements. The note wamdiged $120,600 as the note does not accrueshtard was payable on June 30, 2012. During the
year ended December 31, 2012 the Company recomtkre$t income of $65,178 as a result of amortimadf the discount. The note receivable was paid
in June, 2012.

We recorded a $1,500,000 note receivable fromaleaf common shares with $52,912 remaining oudistanas of September 30, 2011. The
$52,912 was collected in October 2011.

As of December 31, 2011, the Company had a DKKA®@O0 (approximately $3,765,351) note payablephatdiscount of $65,718, to curr
and former stockholders of LigTech Denmark in cantioe with LigTech Denmark's reverse acquisitiorLmfTech USA, concurrently with the Merger.
The note was discounted $120,600 as the note déexcrue interest and is payable on June 30, 2Di2ing the year ended December 31, 2012, our
recorded interest expense was $65,178 as a résuttartization of the discount. El Salto ApS, colied by Lasse Andreassen, had a receivable of DKK
13,000,000 ($2,262,601), APE Invest ApS, controligchldo Petersen, had a receivable of DKK 1,900,(%830,688), LaksyaVentures, Inc., controlled
by Neil Persh, had a receivable of DKK 1,900,0088(4688) and SHD Invest ApS, controlled by Soregméad a receivable of DKK 492,000
($85,631). The note payable was paid in June, 2012.

The Company has no transactions with related psrisorihe year ended December 31, 2012.
Policies and Procedures for Related Party Transaatns

Any request for us to enter into a transaction w&ithexecutive officer, director, principal stoclkden, or any of such persons’ immediate family
members or affiliates, in which the amount involesdteeds $120,000 must first be presented to air eammittee for review, consideration and
approval. All of our directors, executive officensd employees will be required to report to ouritecmmmittee any such related party transaction. In
approving or rejecting the proposed agreementaodit committee will consider the relevant factd aimcumstances available and deemed relevanteto th
audit committee, including, but not limited to, ttieks, costs and benefits to us, the terms ofrdresaction, the availability of other sources for
comparable services or products, and, if applicabiimpact on a director’s independence. Ourtanminmittee will approve only those agreements, that
in light of known circumstances, are in, or are inobnsistent with, our best interests, as ourtaaginmittee determines in the good faith exercfdeso
discretion.

Iltem 14. Principal Accountant Fees and Services
Audit and Audit-Related Fees

The aggregate fees billed or expected to be Hilledur independent auditors for the audit of ourust consolidated financial statements for the
year ended December 31, 2012 and for the reviesuofuarterly financial statements during 2012 §529,411. Our auditors did not provide any tax
compliance or planning services or any servicesrdtian those described above. The aggregate ifesgsty our principal auditors for the audit ofrou

annual consolidated financial statements for ttee gaded December 31, 2011 was $103,394. Our asidiih not provide any tax compliance or planning
services or any services other than those descaibede.

46




Audit Committee Pre-approval

The policy of the Audit Committee is to pre-appraleaudit and non-audit services provided by tidependent accountants. These services
may include audit services, audit-related servitesfees, and other services. Pre-approval isrgépgrovided for up to one year and any pre-apalis
detailed as to the particular service or categbgeovices. The Audit Committee has delegated ppmreval authority to certain committee members when
expedition of services is necessary. The indepdrat®ountants and management are required to jeailydreport to the full Audit Committee regarding
the extent of services provided by the independeobuntants in accordance with this pre-approvaiga¢ion, and the fees for the services performed t
date. All of the services described above in ttaml14 were approved in advance by the Audit Cotemiluring the fiscal year ended December 31,
2012.

ltem 15. Exhibits and Financial Statement Schedes
@) Financial Statements and Schedules

The financial statements are set forth under IteshtBis Annual Report. The following financial stenent schedule for the years ended
December 31, 2012 and December 31, 2011 is includéinis Annual Report on Form 10-K:

a. Valuation and Qualifying Accounts foetyears ended December 31, 2012 and December BL, 20

Balance Charges to Balance
Beginning Costs and Deductions End of
of Year Expenses (1) Year
Year Ended December 31, 2012
Allowance for inventory obsolescence $ 13,00 $ 59,56¢ $ - $ 72,56¢
Allowance for doubtful accounts 389,03: 1,078,36! (223,89) 1,243,501
Totals $ 402,03 $ 1,13793 $ (223,89) $ 1,316,06!
Balance Charges to Balance
Beginning Costs and Deductions End of
of Year Expenses (1) Year
Year Ended December 31, 2011
Allowance for inventory obsolescence $ 13,00 $ - $ - $ 13,00(
Allowance for doubtful accounts 452,26t 208,27" (271,509 389,03
Totals $ 46526t $ 208,27 $ (271,509 $ 402,03

(1) Includes write-offs and the impact of foreigurrency exchange rates.

Schedules other than that listed above are ontitéeduse the conditions requiring their filing dé exist or because the required information is
provided in the Consolidated Financial Statemeantdding the Notes thereto. Financial statemehedales have been omitted since they are either not
required, not applicable, or the information isasthise included.

(b) Exhibits
Exhibit No. Description Location
1.1 Placement Agency Agreement, dated March 2, 2012ny Incorporated by reference to Exhibit 11
between LigTech International, Inc. and Sunriseu8tes Corp. to the Company’s Current Report on
Form 8-K as filed with the SEC on
March 8, 2012
2.1 Agreement and Plan of Merger dated as of AugusP@B] by and  Incorporated by reference to Exhibit 2.1
among Blue Moose Media, Inc., LigTech USA, Inc. &MD Sub to the Company’s Current Report on
Form 8-K/A as filed with the SEC on
October 11, 2011
3.1 Atrticles of Incorporation Incorporated by reference to Exhibit 3(i)

to the Company’s Registration Statement
on Form 10 (SEC Accession No.
0001078782-0901287) as filed with tF
SEC on August 19, 2009
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3.2

3.3

4.1

4.2

4.3

10.1

10.2

10.3

10.4

Certificate of Amendment to the Articles of Incoration

Bylaws

Form of Common Stock Certificate

Form of Warrant issued to Investors in the Priv&lBcement

Form of Warrant issued to Sunrise Securities Corp.

Form of Securities Purchase Agreement by and betWied ech
USA, Inc. and each of the investors in the Pri®lsEement

Employment Agreement dated July 29, 2011 betweghédh A/S
and Lasse Andreasson

Employment Agreement dated November 16, 2005 betwee
LigTech NA, Inc. and Donald S. Debelak

Addendum to Employment Agreement, dated Decembe?0HL,
between LigTech NA, Inc. and Donald S. Debelak
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Incorporated by reference to Exhibit A
the Companys Information Statement «
Schedule 14C as filed with the SEC on
September 20, 2011

Incorporated by reference to Exhibit 3(ii)
to the Company’s Registration Statement
on Form 10 (SEC Accession No.
0001078782-0901287) as filed with tF
SEC on August 19, 2009

Incorporated by reference to Exhibit 4.1
to the Company’s Form 10-K as filed
with the SEC on March 29, 2012

Incorporated by reference to Exhibit 4.2
to the Company’s Current Report on
Form 8-K as filed with the SEC on
August 25, 2011

Incorporated by reference to Exhibit 4.1
to the Company’s Current Report on
Form 8-K as filed with the SEC on
March 8, 2012

Incorporated by reference to Exhibit 1!
to the Company’s Current Report on
Form 8-K as filed with the SEC on
August 25, 2011

Incorporated by reference to Exhibit 11
to the Company’s Current Report on
Form 8-K/A as filed with the SEC on
October 11, 2011 (translated in English)

Incorporated by reference to Exhibit 1!
to the Company’s Current Report on
Form 8-K/A as filed with the SEC on
October 11, 2011

Incorporated by reference to Exhibit 11
to the Company’s Form 10-K as filed
with the SEC on March 29, 2012




10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

Employment Agreement, dated July 29, 2011, betviéghech
International Inc. and Soren Degn (translated igligh)

Lease Agreements for 1800810 Buerkle Road, White Bear Lal
Minnesota 55110

Lease Agreement for 1800 - 1816 Buerkle Road, \\Bwtar Lake,

Minnesota 55110

Lease Agreement for Grusbakken 12, DK-2820 Genidfemark

Lease Agreement for Industriparken 22C, 2750 BaieDenmark

DKK 6,000,000 Line of Credit Agreement, betweenTegh A/S
and Sydbank A/S

DKK 3,000,000 Line of Credit Agreement, betweenTegh A/S
and Sydbank A/S

Note Payable Agreement between LigTech A/S and &yiA/S,
for the principal amount of $475,000 USD

Form of Guarantee in respect of obligations of lagi A/S
(translated in English)
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Incorporated by reference to Exhibit 1!
to the Company’s Form 10-K as filed
with the SEC on March 29, 2012

Incorporated by reference to Exhibit 1
to the Company’s Current Report on
Form 8-K/A as filed with the SEC on
November 15, 201

Incorporated by reference to Exhibit 1
to the Company’s Form 10-K as filed
with the SEC on March 29, 2012

Incorporated by reference to Exhibit 1
to the Company’s Current Report on
Form 8-K/A as filed with the SEC on
November 15, 2011 (translated
English)

Incorporated by reference to Exhibit 1
to the Company’s Current Report on
Form 8-K/A as filed with the SEC on
November 15, 2011 (translated
English)

Incorporated by reference to Exhibit 1
to the Company’s Current Report on
Form 8-K/A as filed with the SEC on
November 15, 2011 (translated
English)

Incorporated by reference to Exhibit 1
to the Company’s Current Report on
Form 8-K/A as filed with the SEC on
November 15, 2011 (translated
English)

Incorporated by reference to Exhibit 1
to the Company’s Quarterly Report on
Form 10-Q as filed with the SEC on
November 15, 2011 (translated
English)

Incorporated by reference to Exhibit
10.13 to the Company’s Form 10-K as
filed with the SEC on March 29, 2012




10.14

10.15

10.16

10.17

10.18

10.19

10.20

21

311

31.2

32.1

32.2

101. INS

101. CAL

101. DEF

101. LAB

101. PRE

101. SCH

Form of Guarantee in respect of obligations of lagi
International A/S (translated in English)

Form of Guarantee in respect of obligations of l6gi NA, Inc.
(translated in English)

Form of Promissory Note payable to certain relg@dies

Business Mortgage of LigTech A/S (translated in Iy

Business Mortgage of LigTech International A/Sr{slated in
English)

Bonus and Services Agreement, dated October 32, 2yland
between the Company and Aldo Petersen

Agreement, dated March 25, 2013, by and among ldqTe
International, Inc., LigTech Denmark Internatioaald Mr. Lasse
Andreasser

List of Subsidiaries

Certifications of the Chief Executive Officer puasii to Section
302 of the Sarbanes-Oxley Act of 2002

Certifications of the Chief Financial Officer puesu to Section 30
of the Sarbanes-Oxley Act of 2002

Certification Pursuant To 18 U.S.C. Section 135¢ Adopted
Pursuant To Section 906 of the Sarbanes-Oxley AQDD2

Certification Pursuant To 18 U.S.C. Section 135¢ Adopted
Pursuant To Section 906 of the Sarbanes-Oxley AQDD2

XBRL Instance Document

XBRL Taxonomy Extension Calculation Link base Doeurn
XBRL Taxonomy Extension Definition Link base Documhe
XBRL Taxonomy Label Link base Document

XBRL Extension Presentation Link base Document

XBRL Taxonomy Extension Scheme Document
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Incorporated by reference to Exhibit
10.14 to the Company’s Form 10-K as
filed with the SEC on March 29, 2012

Incorporated by reference to Exhibit
10.15 to the Company’s Form 10-K as
filed with the SEC on March 29, 2012

Incorporated by reference to Exhibit
10.16 to the Company’s Form 10-K as
filed with the SEC on March 29, 2012

Incorporated by reference to Exhibit
10.17 to the Company’s Form 10-K as
filed with the SEC on March 29, 2012
Incorporated by reference to Exhibit
10.18 to the Company’s Form 10-K as
filed with the SEC on March 29, 2012
Incorporated by reference to Exhibit
10.19 to the Company'Quarterly Repo
on Form 10-Q as filed with the SEC on
November 14, 201

Provided herewith

Incorporated by reference to Exhibit 21
to the Company’s Form 10-K as filed
with the SEC on March 29, 2012

Provided herewith

Provided herewith

Furnished, not filed herewith

Furnished, not filed herewith

Provided herewith
Provided herewith
Provided herewith
Provided herewith
Provided herewith

Provided herewith




SIGNATURES

In accordance with Section 13 or 15(d) of the SdegrExchange Act of 1934, the Registrant has dalysed this report to be signed on its
behalf by the undersigned, thereunto duly authdrize

LIQTECH INTERNATIONAL, INC.
Date: March 27, 2013
By: [s/ Lasse Andreassen
Lasse Andreassen
Chief Executive Officer, Principal Executive Officand Director

In accordance with the requirements of the Seesriixchange Act of 1934, this report has been digetow by the following persons on bel
of the registrant and in the capacities indicatedhe dates indicated.

Signatures Title Date

/s/ Lasse Andreasse March 27, 2013
Lasse Andreassen Chief Executive Officer, Principal Executive Officend Director

/s/ Aldo Petersel March 27, 2013
Aldo Petersen Chairman of the Board of Directors

/s/ Soren Degr March 27, 2013
Soren Degn Chief Financial Officer, Principal Financial anddszinting Officer

/s/ Paul Burgon March 27, 2013
Paul Burgon Director

/s/ John F. Nemelk March 27, 2013
John F. Nemelka Director

/s/ Mark Vernon March 27, 2013
Mark Vernon Director
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Exhibit 10.20

The following changes to “direktoikontrake”® between Ligtech A/S now LigTech International
A/S CVR: 25121031 (the Company) and Lasse Andreassen (the Executive), from 29" of july
2011, have been agreed, on llme}f“ of Mareh 2013.

-

The puiposc of this change is to assist the new CEO to be iniroduced to the industry, fake
advantage of Lasse Andreassens cxpeiicnce to strengthen the management of production and

product development

New position and title, The position ' the Executive as CEQ, (Administrerende direkter) will
be terminated March 31 2013 end changed to COO (chief operating officer) with responsibility
for Production and developmentand vr what will be agreed with the new CEQ, Lasse Andreassen
will be de-registered by the Company as CEO both in the Company and in the parent company,
no later than end of April 2013 and it wl! he announced no later same date,

Compensation. Will continue unchana=u

Termination of employment, Emnlio vent of the Executive can anly be tetminated by the
Company regardless of causz by givine the Exeeutive 30 day's written notice, in this case the
Company shall pay to the Exeoutive || wionth salary including pension, vacation s stated in the
coniract, to be paid as a lump sum i1 1u| & the termination date.

Termination by the Executive regardisse of cause by miving 3 month written notice, In this cases
the Company shall pay to the Execut ve ~alary in one year ineluding pension, vacation as stated in
the contract,

Non-Competition clause in respect of comipetitive business to the company. The Exscutive
agrees ihat as [ong as a compensation of dxk 35.000 per month from termination date, is paid, the
Exccutive shall not engage or participate, directly or indirectly, as principal, agent. execurive,
director, proprietor, joint venturer, trustee, employes, employer, consultant, partner or in any
other capacity whatsoever, in the conduct or management of, or own any stock or any other
equity investment in or deht of, or pron wle any services of any nature whatsoever to or in respect
of any business that is competitive with the business conducted by the Company.,

Fhese changes will be governad by L'an'<h Jaw as the contract.
rd r
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EXHIBIT 31.1

OFFICER’'S CERTIFICATE
PURSUANT TO SECTION 302

I, Lasse Andreassen, certify that:
1. | have reviewed this Annual Report onfrd0-K for the year ended December 31, 2012 ofelciy International, Inc.;

2. Based on my knowledge, this report dugscontain any untrue statement of a material daamit to state a material fact necessary to nthé
statements made, in light of the circumstancesuntieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financialesteents, and other financial information includedhis report, fairly present in all material resisethe
financial condition, results of operations and cieivs of the registrant as of, and for, the pesipdesented in this report;

4. I am responsible for establishing andniaining disclosure controls and procedures (dmel@ in Exchange Act Rules 13a-15(e) and 15¢e)
and internal control over financial reporting (&ided in Exchange Act Rules 13a-15(f) and 15dJ}5¢i the registrant and have:

€) Designed such disclosure controls andg@lures, or caused such disclosure controls auggures to be designed under our superv
to ensure that material information relating to thgistrant, including its consolidated subsidisyris made known to us by others within those ies
particularly during the period in which this rep@teing prepared;

(b) Designed such internal control overfiaial reporting, or caused such internal contv@rdinancial reporting to be designed under
supervision, to provide reasonable assurance rieggifte reliability of financial reporting and tipeeparation of financial statements for externappse
in accordance with generally accepted accountimgiples;

(c) Evaluated the effectiveness of the siegnts disclosure controls and procedures and presémttds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any changehie registrant’s internal control over financiapoeting that occurred during the registranthos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annuabm® that has materially affected, or is reasopdikkly to materially
affect, the registrant’s internal control over fical reporting; and

5. The registrarst’other certifying officer (s) and | have discloskdsed on our most recent evaluation of interaatrol over financial reporting,
the registrant’s auditors and the audit commitfeth@ registrant’s board of directors (or persoedfgrming the equivalent functions):

(a) All significant deficiencies and masdriveaknesses in the design or operation of inkeroatrol over financial reporting which ¢
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, ttiravolves management or other employees who hasigrdficant role in the registrast'interna
control over financial reporting.

Date: March 27, 2013 By: /s/ Lasse Andreass:

NamelLasse Andreassen
Title: Chief Executive Officer, Principal Executive
Officer and Directo




EXHIBIT 31.2

OFFICER’'S CERTIFICATE
PURSUANT TO SECTION 302

I, Soren Degn, certify that:
1. | have reviewed this Annual Report onfrd0-K for the year ended December 31, 2012 ofelciy International, Inc.;

2. Based on my knowledge, this report dagscontain any untrue statement of a materialdacimit to state a material fact necessary to ntlage
statements made, in light of the circumstancesmuntieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financiaksteents, and other financial information includedhiis report, fairly present in all material resizethe
financial condition, results of operations and césivs of the registrant as of, and for, the pesipdesented in this report;

4. I am responsible for establishing andéhiaining disclosure controls and procedures (dimel@ in Exchange Act Rules 13a-15(e) and 15d-15(e)
and internal control over financial reporting (&ided in Exchange Act Rules 13a-15(f) and 15dJ}5¢r the registrant and have:

(&) Designed such disclosure controls andqalures, or caused such disclosure controls mregures to be designed under our supervision,
to ensure that material information relating to ithgistrant, including its consolidated subsidigris made known to us by others within those iestit
particularly during the period in which this rep@teing prepared;

(b) Designed such internal control oveafioial reporting, or caused such internal contvek dinancial reporting to be designed under our
supervision, to provide reasonable assurance rieggtfie reliability of financial reporting and tpeeparation of financial statements for externappees
in accordance with generally accepted accountiimgiples;

(c) Evaluated the effectiveness of thestegint's disclosure controls and procedures ansepted in this report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any changéhmregistrant’s internal control over financigboeting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth diisguarter in the case of an annual report) theinhaterially affected, or is reasonably likely taterially
affect, the registrant’s internal control over fical reporting; and

5. The registrant’s other certifying offidg) and | have disclosed, based on our most tesatuation of internal control over financial cgfing, to
the registrant’s auditors and the audit commitfeth@ registrant’s board of directors (or persoedfgrming the equivalent functions):

(a) All significant deficiencies and magtnveaknesses in the design or operation of inteworarol over financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material,tthrevolves management or other employees who haigréficant role in the registrant’s internal
control over financial reporting.

Date: March 27, 2013 By: /s/ Soren Deg

NameSoren Degn
Title: Chief Financial Officer and Principal Financial
and Accounting Office




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Ligtechdmtational, Inc. (the * Compary on Form 10K for the year ended December 31, 2012 as filetd
the U.S. Securities and Exchange Commission ownldkes hereof (the “ Repat), the undersigned hereby certifies pursuant to 18@J.Section 1350,
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that to his knowledge:

1. The Report fully complies with the reguents of Section 13(a) or 15(d) of the Securlieshange Act of 1934, as amended; and
2. The information contained in the Refpaity presents, in all material respects, theffitial condition and results of operation of the @amy.
Date: March 27, 2013 By: /s/ Lasse Andreass:

NamelLasse Andreassen
Title: Chief Executive Officer, Principal Executive
Officer and Directo

A signed original of this written statement reqditgy Section 906, or other document authenticatiacknowledging, or otherwise adopting the sigre
that appears in typed form within the electronicsian of this written statement required by Sec®@6, has been provided to the Company and w
retained by the Company and furnished to the UeSuffties and Exchange Commission or its staff ueguest.



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Ligtechdmtational, Inc. (the * Compary on Form 10K for the year ended December 31, 2012 as filetd
the U.S. Securities and Exchange Commission ownldkes hereof (the “ Repat), the undersigned hereby certifies pursuant to 18@J.Section 1350,
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that to his knowledge:

1. The Report fully complies with the reguents of Section 13(a) or 15(d) of the Securlieshange Act of 1934, as amended; and
2. The information contained in the Refpaity presents, in all material respects, theffitial condition and results of operation of the @amy.
Date: March 27, 2013 By: /s/ Soren Deg

NameSoren Degn
Title: Chief Financial Officer and Principal Financial
and Accounting Office

A signed original of this written statement reqditgy Section 906, or other document authenticatiacknowledging, or otherwise adopting the sigre
that appears in typed form within the electronicsian of this written statement required by Sec®@6, has been provided to the Company and w
retained by the Company and furnished to the UeSuffties and Exchange Commission or its staff ueguest.



