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PART I

Forward-Looking Statements and Risk Factors

In addition to historical information, this Annual Report on Form 10-K contains forward-looking statements. Words
such as “anticipates,” “expects,” “intends,” “plans,” “believes,” “seeks,” “estimates,” “may,” “could,” “would,” “might,
these words or similar expressions are intended to identify forward-looking statements. In addition, any statements
that refer to expectations, beliefs, plans, projections, performance or other characterizations of future events or
circumstances, including any underlying assumptions, are forward-looking statements. These forward-looking
statements involve known and unknown risks as well as uncertainties, including those discussed herein and in the
Notes to Consolidated Financial Statements for the year ended December 31, 2012, which are set forth in Part IV,
Item 15(a) of this Annual Report. The actual results that we achieve may differ materially from any forward-looking
statements, which reflect management’s opinions only as of the date hereof. We undertake no obligation to revise or
publicly release the results of any revisions to these forward-looking statements. You should carefully review Part I,
Item 1A “Risk Factors” and other documents we file from time to time with the Securities Exchange Commission. A
number of factors may materially affect our business, financial condition, operating results and prospects. These
factors include, but are not limited to, those set forth in Part I, Item 1A “Risk Factors” and elsewhere in this Annual
Report. Any one of these factors may cause our actual results to differ materially from recent results or from our
anticipated future results. You should not rely too heavily on the forward-looking statements contained in this Annual
Report on Form 10-K, because these forward-looking statements are relevant only as of the date they were made.

9 99 ¢ 99 ¢ 99 ¢ 99 ¢

will’

ITEM 1. BUSINESS

General

We design, develop, market, and sell, autonomous lighter-than-air (LTA) aerostats and unmanned aerial systems
(UAS) capable of carrying payloads that provide semi-persistent intelligence, surveillance and reconnaissance (ISR),
security and/or wireless communications from air to ground solutions at low and mid altitudes. Our business focuses
primarily on the design and development of innovative aerostats and UAS that provide situational awareness and other
communications capabilities via the integration of wireless capabilities and customer payloads. Our aerostats and
airships when integrated with cameras, electronics systems and other high technology payloads, are designed for use
by government-related and commercial entities that require real-time ISR or communications support for military,
homeland defense, border control, drug interdiction, natural disaster relief, maritime and environmental missions.

We believe a very large market opportunity exists for aerostats and UAS that can provide situational awareness for
mobile missions and/or fly on station for periods of time performing continuous remote sensing and communications
relay missions in an affordable manner. Existing solutions such as communications satellites, manned aircraft,
non-mobile tethered aerostats or balloons, and heavier-than-air fixed wing unmanned aircraft address some of this
emerging demand, but either are imperfect in their capabilities and/or operate at relatively high financial and resource
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Costs.

Through our wholly owned subsidiary Global Telesat Corp. (GTC), we provide mobile voice and data
communications services globally via satellite to the U.S. government, defense industry and commercial users. GTC
specializes in services related to the Globalstar satellite constellation, including satellite telecommunications voice
airtime, tracking devices and services, and ground station construction. GTC has an e-commerce mobile satellite
solutions portal and is an authorized reseller of satellite telecommunications equipment and services offered by other
leading satellite network providers such as Inmarsat, Iridium, Globalstar and Thuraya. During 2012, GTC launched a
new subscription based online tracking portal called GTCTrack, designed to attract new satellite and GSM tracking
customers by offering an easy-to-use interface and compatibility with a wide range of devices. GTC’s equipment is
installed in various ground stations across Africa, Asia, Australia, Europe and South America.

Corporate Information

On September 22, 2008 we filed a Certificate of Merger with the Secretary of State of the State of Delaware pursuant
to which our newly formed wholly-owned subsidiary, Sanswire Corp., a Delaware corporation, was merged into us
and our corporate name was changed from GlobeTel Communications Corp. to Sanswire Corp. Effective April 19,
2011, we merged a newly created, wholly-owned Delaware subsidiary, World Surveillance Group Inc., with and into
the Company, with the Company being the surviving corporation. Our Restated Certificate of Incorporation is the
charter of the surviving corporation except that our name has been changed to World Surveillance Group Inc. In
connection with the change of our corporate name, effective April 25th our stock ticker symbol, under which our
common stock is now traded, was changed to “WSGI”.

On May 25, 2011 we completed our acquisition of privately-held Global Telesat Corp. We acquired 100% of the
issued and outstanding securities of GTC, making GTC a wholly owned subsidiary of the Company. GTC supplies
satellite based tracking and communication solutions to the U.S. Government, defense industry and commercial
customers.
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Our current principal office is at State Road 405, Building M6-306A, Room 1400, Kennedy Space Center, FL. 32815,

and our telephone number at that location is (321) 452-3545. Our internet address is www.wsgi.com. Information
contained on our website is not a part of this report and the inclusion of our website address in this report is an

inactive textual reference only. Unless otherwise indicated or unless the context otherwise requires, all references in

this document to “we,” “us,” “our,” the “Company” and similar expressions are references to World Surveillance Group Inc.
and, depending on the context, its subsidiaries.

Business of WSGI

We are focused on the development of a series of tethered aerostats we call the Blimp in a Box™ system (BiB). The BIB
system is a LTA, compact, self-contained aerostat platform that is intended to be towed by or mounted to the back of a
standard vehicle. It is designed to provide semi-persistent, mobile, real-time day/night high definition footage for ISR,
detection of improvised explosive devices (IEDs), border security and other governmental and civilian uses. The BiB
can also be utilized for disaster response missions, by supporting two-way and cellular communications, and act as a
repeater or provide wireless networking. The BiB aerostat system was designed and developed in response to interest
from government agencies for a custom-designed compact, tethered aerostat solution.

The BIB system is contained within a compact, ruggedized, air droppable, "box" that is mounted either on a standard
M1101, M1102 or similar commercial trailer or directly into the back of a standard pickup truck or other comparable
vehicle and can be towed by a MATV, MRAP, HUMVEE or a pickup truck. The BiB system can be operated by a
two or three man crew, and can be inflated and deployed on a tether to operational altitude within roughly 15 minutes.
The BiB system is powered by a set of batteries with a self contained generator for recharging or may parasitically use
power from the host vehicle or alternative charging sources. Once the system is activated, the prepackaged envelope,
which typically carries a frictionless bearing stabilized, gimbaled day/night electro-optical/infrared camera with
continuous zoom and laser capabilities (although other payloads can be carried as well), is inflated with helium
contained in the system to the applicable pressure and is secured to the vehicle by a high strength, data capable tether
line. System optics are controlled by a standalone monitor and controller that can be either placed in the host vehicle
or shared for multiple user viewing.

The BIB aerostat is released from the vehicle via remote control operating a high-speed winch utilized to launch and
recover the system to and from an operational altitude appropriate for the mission or application all within minutes.
The current BiB system can operate at a variety of altitudes between the ground and 750 feet providing line of sight
coverage of up to 30 miles. We believe that future BiB systems can be designed to operate at altitudes up to 2000 feet
at sea level. As it is being filled, the envelope stays mounted via mooring arms to the box utilizing holding lines
incorporated into several winches. The operator can activate the winches via remote control to stabilize the aerostat
during inflation in adverse conditions. The tether not only keeps the aerostat attached to the system, but it carries the
data transmissions to the ground control station and supplies power to the payload. For nighttime operations, the tether
and aerostat can also be outfitted with infrared markers and strobes so that the aerostat is visible to anyone wearing
night vision goggles. A key feature of the BiB system is that for mobile ISR capability, the vehicle can proceed on its
mission through rough terrain towing the fully functional BIB system at altitude for on-the-move operations. To
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retrieve the system, the BiB is winched down via remote control using an integrated deflation and control system,
although the envelope can remain inflated and secured to the BIB system so the vehicle can continue operations and
re-launch the BiB with no need to re-inflate the aerostat. Following completion of a mission, the BIB system is
quickly and automatically recovered within minutes and the envelope can then be re-packaged inside the weather
sealed crate while the vehicle is able to move on to its next destination where the BIB system may be re-deployed.

We believe a large and increasing market exists especially for aerostats like the BiB, which is smaller and more
mobile than many of the large tethered aerostats on the market currently and which is specifically designed for quick
deployment, maneuverability and superior weather handling. The BiB in its deflated, crated form can be transported in
standard sized military or commercial vehicles and can be quickly inflated and launched to the mission applicable
altitude by two operators within minutes were it can either remain stationary or be towed for mobile operations. The
BiB system can be outfitted with various payloads depending on the application or mission. Finally the BiB can be
deflated by the same small crew within minutes and either left inflated for near-term redeployment without the need
for any further helium or repackaged in its crate for longer term redeployment. We believe the capabilities of the BiB
system including its relatively low cost, its ability to be prepackaged and integrated into a standard vehicle for easy
transport to remote locations, the ability to deploy the system within minutes by a small crew without large
infrastructure or resources, its ability to hover providing a persistent security capability or its mobile capabilities
providing situational awareness to on-the-move forces, and its extremely durable body that is able to handle adverse
weather more effectively make it advantageous for use in a wide variety of military, quasi-military and civilian
applications.

Our other LTA UAS product, the mid-altitude (10,000 to 20,000 feet) Argus One, which we continue to
commercialize, represents a new airship design and is designed to be equipped with our stabilization system that
autonomously controls the level of rigidity of the airship in flight and an integrated payload bay capable of initially
carrying up to approximately 30 pounds of high technology sensors, cameras or electronics packages. Argus One is
an unmanned autonomous airship with automated control for individual body modules for improved flight stability
and aerodynamic control. The design features the ability to control the rigidity between each module and the ability to
pivot. The modules are operated by microcontrollers based on aerodynamic requirements. The airship’s altitude,
overall response and handling characteristics and flight control utilizes a system of ballonets contained within each
individual module, thereby creating a dynamically adjustable airship. The design of the Argus One differs
significantly from many of the LTA rigid platforms that have been in operation for over a century.
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The Argus One, named after the Greek god Argus who was the all seeing god with one hundred eyes, is designed to
be a customer’s “eyes in the sky” even in remote locations. It is designed to meet certain requirements for more
persistent ISR applications for U.S. military and other governmental agencies. Argus One is designed to fly over
areas of interest for extended durations carrying various payloads intended to allow for ISR, communications and
other applications. Argus One was specifically developed by us using U.S. technologies that take advantage of the
microelectronics and command and control technologies protected under the International Traffic in Arms Regulation
(ITAR) for potential U.S. government and commercial customers. The Argus One is designed to wirelessly transmit
critical live video and other information generated by its payload of electro-optical or infrared sensors, cameras or
other high technology electronics directly to a ground control station or system. The ground control system allows the
operator to control the Argus One either manually or remotely by programming it for GPS—based autonomous
navigation using operator-designated waypoints.

The Argus One is designed to have significant competitive advantages over the existing manned aircraft,
heavier-than-air fixed wing UAS, tethered aerostats and balloons, or low orbit satellite alternatives. The Argus One
has a flexible, non-rigid envelope which allows for easy storage and transport to remote locations. There is no need for
large hangars or airport infrastructure, as the Argus One can be assembled and tactically launched in hours from
virtually anywhere, including remote, mountainous territory. The Argus One is designed to have a several day
endurance capability to stay on station with its module designed body, propulsion system and its sensor operated
rigidity stabilization system, even in rough weather. The Argus One is designed to have a low radar footprint making
it virtual stealth since the payload bay located on the forward module of the airship is the only radar reflecting
material on the airship. Combined with the fact that the Argus One has significantly lower acquisition, maintenance
and operation costs as a result of the above characteristics when compared especially to manned airships and
fixed-wing UAS, we believe the Argus One provides government and commercial customers a significantly different
alternative for their UAS needs.

We intend to continue the development of our aerostat and UAS technologies in conjunction with our sponsors and
partners. The objective of such testing and development is to further advance the technological capabilities of our
aerostats and the Argus One airship using the data gathered from the tests and to accelerate the commercialization of
our products. We have already sold a set of our BiBs to a military sponsor and have begun to ramp up our sales
efforts with respect to this product. We hope to generate revenue from the sale of our airships at least within the next
12 months.

A longer term goal of the Company continues to be the design and development of a larger LTA UAS, based on the
design of and building on the technologies incorporated in the Argus One, to extend the endurance of and increase the
payload capacity on the airships as well as to increase the altitude at which these airships perform. Using and
enhancing upon the technologies developed for the Argus One airship, we would hope to be able to develop a high
altitude airship (HAA, or as it is also referred, a High Altitude Platform (HAP) or a high altitude long endurance
airship (HALE)) that would be designed to stay on location in the stratosphere for durations of 30 days or more. The
“sweet spot” in the stratosphere for UAS is 65,000 feet since it is at this altitude that a UAS is above the jet stream and
thus optimal wind conditions exist that allow the UAS to stay on station for extended periods with minimal power
usage. HAAs could provide commercial and governmental customers advanced seamless wireless broadband
capabilities without the need for satellites, terrestrial lines or towers. Better line of sight and signal strength also result
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from such an aerial platform thus improving sound quality and reliability, in addition to the fact that HAA technology
would eliminate the environmental and bureaucratic impediments to the building of land-based infrastructure. Such
an HAA also solves the infrastructure issues that plague many parts of the world, including the so-called “last mile”
issues (building expensive ground based infrastructure for very low density areas). To date, no one has developed and
commercially sold a HAA, and while we expect significant technical and financial resources will be required to
overcome the numerous technological challenges, we believe that the airship design of our Argus One may allow us to
develop a HAA that will be able to travel through the jet stream and sit on station in the stratosphere for very long
durations. There is, however, no guarantee that we will be able to develop a HAA or HALE based on the Argus
design due to technological or other difficulties.

Business of GTC

GTC has an e-commerce website offering a range of portable satellite voice, data and tracking solutions, known as
Mobile Satellite Services (MSS). GTC's MSS products include handheld satellite phones, personal and asset tracking
devices, and portable high speed broadband terminals, all of which work virtually anywhere in the world. Aside from
GTC’s Globalstar related services, GTC is also an authorized reseller of satellite telecommunications services offered
by other leading networks such as Iridium, Inmarsat, Globalstar and Thuraya. While GTC has in the past concentrated
on sales of such services to government buyers, GTC's solutions are ideally suited for industries such as maritime,
aviation, government/military, emergency/humanitarian services, mining, forestry, oil and gas, heavy equipment,
transportation and utilities as well as recreational users. GTC’s website is meant to appeal to a global, technologically
advanced customer base. It delivers a rich, user-friendly interface so that customers can research solutions suitable for
their individual requirements and instantly purchase online any of the products or services supplied by GTC and/or its
network providers, including Iridium, Inmarsat, Globalstar and Thuraya. Through these networks, GTC's website
offers voice, data and tracking MSS solutions with 100% global coverage. Additionally, GTC's website debuts a line
of its own custom developed commercial tracking products that were previously used exclusively by U.S. government
customers and thus have satisfied stringent operating requirements for years. GTC intends that its tracking devices
will operate and be certified for use on the Globalstar satellite constellation. Users of these GTC tracking products will
then be able to access their accounts online and view near-live location and status transmissions using GTC's
proprietary mapping web interface.

During 2012, GTC launched a new subscription based online tracking portal called GTCTrack, designed to attract
new satellite and GSM tracking customers by offering an easy-to-use interface and compatibility with a wide range of
devices. Using a web based Google Earth interface, GTCTrack displays real-time worldwide asset location reports
including position, speed, altitude and heading and also provides past location and movement history reports on a
wide range of popular GSM and satellite tracking devices from more than 20 different manufacturers including all
current tracking devices in the Globalstar range.

10
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As a certified Government contractor, GTC plans to further increase MSS revenue opportunities through registration
with the U.S. General Services Administration (GSA) Schedule Program. The GSA Schedule Program enables
billions of dollars in federal spending and helps eligible users, including all branches of Federal, State and Local
governments, more easily meet their procurement needs. The U.S. Federal government spends over $40 billion each
fiscal year on contracts through the GSA Schedule Program, including MSS contracts.

GTC is also pursuing various contracts for the construction of satellite ground stations in Africa, Afghanistan and
other locations. If GTC is awarded such a contract outright, it would likely produce a highly profitable revenue stream
over the next 18-24 months, as the cost of each ground station is approximately $5 million and the net profit is
expected to be approximately 15%. If GTC partners with other entities to construct such a ground station, GTC’s
revenues would depend on negotiations between the parties and could include only future revenue as the ground
station is used rather than construction fees. GTC could also decide to raise capital and construct a ground station on
its own, although this would take considerable funding and is not likely in the near future. It is likely that Globalstar
will require access to these ground stations to enhance their satellite network coverage. In return for allowing access to
these ground stations, GTC has historically negotiated the use of a large number of accounts with Globalstar. These
accounts involve GTC having free use of satellite telecommunications simplex messages through the Globalstar
network and can be sold to government, commercial or individual users without cost to GTC to further increase
revenue and profitability relating to the ground stations. GTC has already negotiated terms with Globalstar that allows
Globalstar access to a certain ground station once built in return for GTC having use of up to 10,000 simplex
messaging accounts (1,000 of which GTC is required to transfer to a former affiliated company) on the Globalstar
network. If that particular ground station is not constructed for any reason, GTC would anticipate either transferring
such agreement to a newly built ground station or negotiating similar agreements with Globalstar in connection with
any additionally built ground stations. Moreover, now that Globalstar has completed the launch of its new satellite
system, GTC may also be able to negotiate for satellite telecommunications voice airtime accounts as well. There is
no guarantee that GTC will be awarded any such contracts in the future and a failure to secure these contracts will
result in significantly lower than anticipated revenue streams over the coming years. A failure to build the specific
ground station may also affect GTC’s ability to use the free accounts agreed with Globalstar, further reducing the
potential revenue streams over the longer term.

Under the terms of previous contracts with Globalstar, GTC currently has the rights to use up to 2,430 simplex or
one-way transmission tracking accounts without charge for at least another 12 years and has a contract with Globalstar
that allows for an additional 10,000 unlimited usage accounts to be available to GTC (1,000 of which GTC is required
to transfer to a former affiliated company) over a 25 year period upon completion of a certain satellite tracking ground
station. If that particular ground station is not constructed for any reason, GTC would anticipate either transferring
such agreement to a newly built ground station or negotiating similar agreements with Globalstar in connection with
any additionally constructed ground stations. GTC can use each simplex or one-way transmission account to transmit
an unlimited number of locational or status messages from tracking devices used anywhere within the Globalstar
simplex coverage area. Under the terms of contracts between GTC and Globalstar, GTC will pay no activation fee,
monthly fee or per message fee to Globalstar for each account used during the term of the contracts. This simplex
service addresses the existing and ever growing market demand for a small and cost effective solution for receiving
and processing data from remote locations and is used in applications such as tracking vehicles or asset shipments,
monitoring unattended remote assets or mobile security. This is a rapidly growing market and GTC believes it is well
positioned to take advantage of this growth. In the past, GTC has dealt specifically with US government customers but
is now also focused on expanding this customer base and making maximum use of the free accounts to generate
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increased revenue.

GTC has developed various custom designed commercial simplex satellite tracking devices that are capable of
transmitting locational and other information from any location within the Globalstar satellite network. These devices
were previously exclusively used by U.S. government customers and thus have satisfied stringent operational
requirements for years. Users of these tracking products will be able to access their accounts online and view near-live
location and status transmissions using GTC’s proprietary mapping web interface. Although GTC can sell to U.S.
government customers without the need for any form of certification, GTC can not sell such tracking devices
commercially without certification from Globalstar and the Federal Communications Commission for use in the U.S.,
and from comparable entities globally, like CE Mark. GTC has begun the process to apply for certification to sell
these devices both in the U.S. and globally and GTC plans to have a worldwide target customer base with no cost
basis on the monthly service plans sold with each device. Although, GTC believes the likelihood of obtaining these
certifications is reasonably high due to its experience in producing these tracking devices for government customers
combined with its knowledge and experience of the Globalstar network and their certification requirements, there is
no guarantee that GTC will be able to certify its tracking devices.

Market

The market for our LTA aerostats and UAS has grown significantly over the last several years, especially following
the terrorist attacks of September 11, 2001 due to the demands associated with the current global threat

environment. UAS proved very valuable in the Iraq and Afghanistan wars and thus are expected to be an increasing
military priority in the coming years as they are able to provide lower cost and safer ISR. The military has transformed
into a smaller, more agile fighting force in need of a network of technologies to provide improved observation,
communication and precision targeting of combat troop locations, which are often embedded in dense population
centers or dispersed in remote locations. Our products are intended to provide critical observation and
communications capabilities serving the increased demand for ISR, including real-time tactical reconnaissance,
tracking, combat assessment and geographic data, while reducing the risks to our U.S. troops in theatre. The ability to
observe adversaries on a continuous basis in all manner of locations with high-resolution cameras, sensors and other
electronic equipment remains a critical need for our military.
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The market for LTA tethered aerostats and UAS appears to have shifted especially in the prior year as the troops
begun to withdraw from the Middle East and numerous heavily government-funded large LTA UAS projects have
failed or been cancelled. Notable examples of this are the LEMV by Northrop Grumman, the Blue Devil 2 by Mav6,
the ISIS by Raytheon, and the HALE-D by Lockheed Martin. The market shift has been to smaller more tactical
aerostats and UAS that proved more useful in the rugged terrain environments in Iraq, Afghanistan, and other
countries where terrorist groups were active. The scheduled withdrawal of most troops from Afghanistan by 2014 has
reportedly led to an intensification of smaller aerostat and UAS use to protect remaining forces. The U.S. Department
of Defense (DoD) doubled the number of aerostats in Afghanistan for ISR in fiscal 2011 and 2012, although many of
these were much larger and more expensive than our BiB and required more infrastructure and resources to use. The
desire for smaller, tactical LTA platforms has grown as the military’s demand for persistent and semi-persistent,
mobile ISR and communications has increased dramatically. Finally, in a highly constrained fiscal environment, the
typically lower acquisition and use/maintenance costs of LTA aerostats and smaller UAS make them more appealing
when compared to their heavier than air manned or larger LTA unmanned system alternatives.

Forecasts project U.S. and global LTA aerostat and UAS markets will experience strong growth during the next 10
years. The Teal Group’s forecast of UAS demand shows worldwide annual spending on research, development, testing,
and evaluation (RDT&E) and procurement rising from $6.6 billion in 2013 to $11.4 billion in 2022. Total worldwide
spending for the period is forecast to amount to $89.1 billion. Throughout the forecast period, Teal expects the U.S.
share of RDT&E to account for 62% of worldwide spending, while U.S. procurement will amount to 55% of
worldwide spending. According to Teal, UAS procurement will mirror demand for high-tech arms procurement in the
Asia-Pacific region and in Europe. The DoD is spending about $1.3 billion in fiscal 2012 to develop and acquire
various LTA aerostats and airships. The President’s fiscal 2013 budget requested $3.8 billion for UAS acquisition. A
June 2011 analysis by the Congressional Budget Office examined DoD UAS acquisition costs based on DoD’s fiscal
2012 budget request and reported procurement costs for the 2011-2020 period would amount to nearly $37 billion.
The commercial markets for our UAS, however, will only open once rules are established for the safe and effective
operation of UAS in national airspace, which is regulated by the Federal Aviation Administration (FAA).

The markets for our BiB aerostat systems and Argus One airships on a stand-alone basis and/or combined with GTC’s
or other payloads relates to the following applications, among others:

Government:

International, Federal, state and local governments as well as US
eand foreign government agencies, including DoD, DEA,

Homeland Security, Customs, EPA

-Military

-Intelligence, reconnaissance and surveillance

—Border security monitoring

-Drug enforcement

-High value asset tracking
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-Monitoring environmental pollution and sampling air emissions

Commercial Applications:

Mobile communications system

ISR platform

Natural disaster instant infrastructure

Nautical tracking for maritime shipping companies

Oil pipeline monitoring and exploration

Fleet vehicle diagnostic, maintenance, fuel theft, tracking
Fleet generator operation diagnostic tracking

Power grid infrastructure management

Solar power infrastructure management

Atmospheric and climate research

GTC’s markets differ depending on the services provided. The market for the construction of satellite ground stations
has historically been and is expected to continue to be mainly government and government-related entities, although
various commercial entities may be interested in either funding such a satellite ground station or partnering with GTC
to build such ground stations in strategic areas.

There is an existing and we believe significantly growing, multi-billion dollar global market for a small and cost
effective solution for receiving and processing data from remote locations used in applications such as tracking
vehicles or asset shipments, monitoring unattended remote assets or mobile security. GTC’s solutions are ideally suited
for industries such as maritime, aviation, government/military, emergency/humanitarian services, mining, forestry, oil
and gas, heavy equipment, transportation and utilities, as well as recreational users. This is a rapidly growing market
and GTC believes it is well positioned to take advantage of this growth, especially with its e-commerce website
through which it offers a range of portable satellite voice, data and tracking solutions that provide communications
services to areas of the world where other methods of communication do not exist or are currently limited, including
remote land and ocean areas, the polar regions, and areas where an existing telecommunications infrastructure has
been negatively affected by political conflicts, natural disasters, or other such events. GTC also recently launched its
new subscription based online tracking portal called GTCTrack, designed to attract new satellite and GSM tracking
customers by offering an easy-to-use interface and compatibility with a wide range of devices. Using a web based
Google Earth interface, GTCTrack displays real-time worldwide asset location reports including position, speed,
altitude and heading and also provides past location and movement history reports on a wide range of popular GSM
and satellite tracking devices from more than 20 different manufacturers including all current tracking devices in the
Globalstar range. Under the terms of previous contracts with Globalstar, GTC currently has the rights to use simplex
or one-way transmission accounts to transmit an unlimited number of locational or status messages from tracking
devices used anywhere within the Globalstar simplex coverage area. Under the terms of contracts between GTC and
Globalstar, GTC will pay no activation fee, monthly fee or per message fee to Globalstar for each account used during
the term of the contracts, allowing GTC’s pricing to be very competitive. In the past, GTC has dealt specifically with
U.S. government customers but is now also very focused on expanding its customer base and making maximum use of
these free accounts to generate increased revenue.
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Competition

We believe that the principal competitive factors in the markets for our LTA BiB aerostat systems and airships include
product performance, features, acquisition cost, lifetime operating cost, including maintenance and support, ease of
use, integration with existing equipment, size, mobility, quality, reliability, customer support, brand and reputation.

We believe the current market competitors to our BiB aerostat system include a large number of not only small “mom
and pop” tethered aerostat and balloon companies but large defense contractors, among them: TCOM, Raytheon,
Lockheed Martin, ISL, Compass Systems, and American Blimp Corporation.

The current market competitors to LTA UAS like our Argus One airship are not only other LTA UAS, but also
manned aircraft, heavier-than-air fixed wing unmanned aircraft, tethered aerostats and balloons, and low earth orbit
satellites. The markets for our mid-altitude product are evolving rapidly and subject to changing technologies, shifting
customer needs and expectations, and the potential introduction of new products. Nearly all mid-altitude UAS
operating today are fixed wing, heavier-than-air platforms. Existing contractors that provide mid-altitude long
endurance UAS include Northrop Grumman with its Global Hawk, General Atomics with its Predator, Reaper and
Grey Eagle, the Boeing Company with its Scan Eagle, and Elbit Systems with its Hermes aircraft. Several large
aerospace and defense contractors are pursuing this market opportunity with proposed long duration heavier-than-air
fixed wing UAS, including The Boeing Company, QinetiQ, Aurora Flight Sciences, Lockheed Martin and Northrop
Grumman. Companies pursuing LTA UAS as a solution for this market include Lockheed Martin, Northrop Grumman
and Raytheon. Companies pursuing low earth orbit satellites as a solution for this market include The Boeing
Company, Lockheed Martin, General Dynamics, the European Aeronautic Defense and Space Company, Ball
Aerospace Technologies and Orbital Sciences. There are a large number of companies that offer various competing
aerostats, including TCOM LP, Lockheed Martin, Raytheon, and American Blimp Corporation. The market for high
altitude long endurance UAS is in its early stages of development and to date, no one has developed an operational
HAA. As a result, this category is not well defined and is characterized by multiple potential solutions.

Many of our competitors have received considerable funding from government or government-related sources to
develop and build a LTA aerostats or UAS. Most of these organizations and many of our other competitors have
greater financial, technical, manufacturing, marketing and sales resources and capabilities than we do. We anticipate
increasing competition as a result of defense industry consolidation, which has enabled companies to enhance their
competitive position and ability to compete against us. In addition, other companies may introduce competing
aerostats, airships or solutions based on alternative technologies that may adversely affect our competitive

position. As a result, our products may become less or non-competitive or obsolete.

The competitors for GTC’s satellite telecommunications services are other leading satellite networks such as Iridium,
Inmarsat, Thuraya and even Globalstar, and their various resellers. GTC expects the competition for these and its
satellite tracking and monitoring services to increase significantly as the market demand accelerates. GTC believes it
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will be well positioned to compete for this business largely on a cost basis due to the free accounts it has pursuant to
the Globalstar agreements. GTC can use each simplex or one-way transmission account to transmit an unlimited
number of locational or status messages from tracking devices used anywhere within the Globalstar simplex coverage
area. Under the terms of contracts between GTC and Globalstar, GTC will pay no activation fee, monthly fee or per
message fee to Globalstar for each account used during the term of the contracts. GTC does not believe it has any
significant competition in the construction of ground stations around the world although such construction is primarily
dependent on government funding, unless a commercial entity needs communications access to a strategic particular
area not covered by today’s network constellations and funds such a satellite ground station or GTC partners with such
a commercial entity in the construction of a ground station.

Technology, Research and Development

We and our subsidiary GTC develop technology utilizing relationships with partners who specialize in the design and
development of technology related to our products. We have entered into several relationships with technical partners
that we intend to continue to develop and expand so as to further develop and commercialize our products. We have
relied on our technical partner, Eastcor Engineering, for the development and commercialization of our Argus airship,
which was developed for us under contract in the U.S. using technologies that take full advantage of the
microelectronics and command and control technologies protected under the International Traffic in Arms Regulations
for potential U.S. governmental customers. Eastcor also develops certain customized tracking devices and other
technology for GTC. We rely on another partner for the development, commercialization and construction of our BiB
aerostat system. We currently have no technical personnel as employees of the Company responsible for this
function. In the future we anticipate expanding our relationships with our technical partners and adding new
partnerships with other companies/organizations with technical expertise related to our products until we are
ultimately able to support an in-house technical capability as we progress in the development and selling of our
aerostats, airships and GTC products and services. While we believe our relationships with our technical partners to be
strong, there is no assurance that they will always remain so. If these relationships were to break down or terminate or
if we were to lose the services of any of our technical partners, it could cause a delay in our ability to continue to
develop, manufacture and sell one or more of our products, postpone or reduce our revenue from such product, and/or
increase the costs related to development and commercialization of such product.
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Our research and development efforts are primarily focused on our BiB aerostat systems and our LTA UAS

product. With regards to our UAS strategy, unlike many of our competitors who are focused solely on development
of a HAA, we have adopted a spiral or staged development approach that allows for similar technology to be tested
and matured on LTA UAS designed for low- and mid-altitudes. Our research and development activities are focused,
among other things, on envelope design and construction, payload and systems integration, tether design and
integration, sensor stabilization, automated modular controls for aerodynamic stability, propulsion systems, and other
related technologies. The goals for our development of our aerostats are to achieve greater weather operating
resistance, higher duration and greater payload capacity, increased automation, increased durability for air-drop
capability, ease of inflation, deflation and operation, and miniaturization of the system. We also intend on developing
a “non-military spec” BiB system for use in more commercial applications not requiring the level of durability and
ruggedness of the current militarized model. The goals for our development of our airships are to achieve the goal of
persistence with regard to its vulnerability to the environment, its ability to accept different payloads and perform
differing missions, maintaining sufficient power for both longevity and agility, sufficient payload capacity consistent
with altitude and payload configuration, and both technical and engineering design to enable prolonged on-station
operations. The operational platform mobility and its capability to sustain the rigors of varying environments have
profound implications to overall platform mission operations. These attributes are mission agility, tactical
responsiveness, all weather operations, and area of coverage.

GTC has developed various custom designed commercial simplex satellite tracking devices which are capable of
transmitting locational and other information from any location within the Globalstar satellite network. These devices
were previously exclusively used by U.S. government customers and thus have satisfied stringent operational
requirements for years. Users of these tracking products will be able to access their accounts online and view near-live
location and status transmissions using GTC’s proprietary mapping web interface. GTC intends to apply for
certification to sell these devices globally. GTC expects to continue to develop technology for various types of
tracking and monitoring devices to address the increasing market demand for such tracking and monitoring services
especially in remote locations.

We spent $210,700 on research and development in 2012.

Partners

We and our subsidiary GTC have entered into a number of relationships with various marketing and technical partners
who have expertise in the marketing of, and the design and development of technology related to, our products that we
intend to continue to develop, expand and strengthen in the coming year so as to further develop and commercialize
our products.

We have relied on our technical partner Eastcor Engineering for the design, development, testing and
commercialization of our Argus One airship. We rely on another partner for the development, commercialization and
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construction of our BiB aerostat system. We also have several agreements with partners to assist us with the
marketing and sales of our various products, as we currently have limited in-house sales capabilities. GTC has several
distributors both here and abroad for its products as well.

GTC has a broad, longstanding relationship with Globalstar. GTC specializes in services offered through the
Globalstar satellite network and is also a reseller of Globalstar’s satellite mobile and data communications services
globally via satellite. Finally, GTC has various contracts with Globalstar, the terms of which provide GTC the right to
use up to 2,430 simplex or one-way transmission tracking accounts which can be used without charge for at least
another 12 years and has a contract with Globalstar that allows for an additional 10,000 unlimited usage accounts to
be available to GTC (1,000 of which GTC is required to transfer to a former affiliated company) over a 25 year period
upon completion of a certain satellite tracking ground station. If that particular ground station is not constructed for
any reason, GTC would anticipate either transferring such agreement to a newly built ground station or negotiating
similar agreements with Globalstar in connection with any additionally constructed ground stations. GTC can use each
simplex or one-way transmission account to transmit an unlimited number of locational or status messages from
tracking devices used anywhere within the Globalstar simplex coverage area. Under the terms of contracts between
GTC and Globalstar, GTC will pay no activation fee, monthly fee or per message fee to Globalstar for each account
used during the term of the contracts. GTC’s free accounts can be sold to customers requiring simplex service through
the Globalstar network. In the past, GTC has dealt specifically with U.S. government customers but intends to attempt
to expand this customer base and make maximum use of these free accounts to generate increased revenue. The
contracts with Globalstar also allow GTC to construct an additional five satellite ground stations anywhere in the
world.
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Intellectual Property

Our success and ability to compete depends in part on our ability to develop and maintain our intellectual property and
proprietary technology and to operate without infringing on the proprietary rights of others. On February 17, 2011, we
filed a provisional patent in the U.S. relating to our Argus One UAS for an unmanned autonomous airship with
automated control for individual modules for improved flight stability and aerodynamic body control. In February
2012 we filed both a U.S. utility patent application and a patent application under the Patent Cooperation Treaty for an
airship design and method of controlling the airship based on our Argus One UAS. We have also filed provisional
patents in August 2012 for the apparatus and method for transporting and deploying an aerostat, and in May 2012 for
a self-powered releasable aerostat and for a method for releasing and controlling the aerostat. As our development of
our aerostats and the Argus One airship continues, we expect to expand and strengthen our portfolio of intellectual
property by relying on patents, trade secrets, copyrights, trademarks, non-disclosure agreements and other contractual
provisions. We have applied for trademark registration on the name Blimp in a Box. In certain cases, when
appropriate, we opt to protect our intellectual property through trade secrets as opposed to filing for patent protection
in order to preserve confidentiality. All of our employees are subject to non-disclosure agreements and other
contractual provisions to establish and maintain our proprietary rights.

Dependence on a Few Customers and Regulatory Matters

We believe that our aerostat and airship products will at least initially be sold to a limited number of U.S. government
and government-related entities. Other than products sold through its e-commerce website and its GTCTrack tracking
portal, the majority of GTC’s products and services have been sold to U.S. government and government-related
entities. Although GTC has begun to also focus on the broader commercial market for its tracking and monitoring
services, customers for ground station construction will largely remain government and government-related entities
unless a commercial entity needs communications access to a strategic particular area not covered by today’s network
constellations and funds such a satellite ground station or GTC partners with such a commercial entity in the
construction of a ground station. We anticipate that the majority of our revenue at least in the foreseeable future, and
at least until we have developed the commercial version of our BiB, will come from U.S. government and
government-related entities, including both the Department of Defense and other departments and

agencies. Government programs that we may seek to participate in must compete with other programs for
consideration during Congress’ budget and appropriations hearings, and may be affected by changes not only in
political power and appointments but also general economic conditions and other factors beyond our

control. Reductions, extensions or terminations in a program that we are seeking to participate in or overall defense
spending could adversely affect our ability to generate revenues and realize any profits. We cannot predict whether
potential changes in security, defense and intelligence priorities will afford opportunities for our business in terms of
research and development or product contracts, but any reduction in government spending on such programs could
negatively impact our ability to generate revenues.

We have not yet attempted to register as a contractor with the U.S. Government (although our subsidiary GTC has
done so and has done business with various departments of the Government) and if we apply and fail to so qualify, our
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ability to generate revenues could be severely affected. As the parent company of GTC, we are not, however, required
to be qualified as a government contractor for GTC to qualify for new contracts. If we do so qualify, to do business
with the U.S. government, we will be required to comply with and will be affected by laws and regulations relating to
the award, administration and performance of U.S. contracts, as is GTC. Government contract laws and regulations
affect how we will do business with our customers, and in some instances, will impose added costs on our

business. A violation of specific laws and regulations could result in the imposition of fines and penalties, the
termination of any then existing contracts or the inability to bid on future contracts.

Some of our products are subject to regulation by the FAA, which currently does not allow any untethered flights by
UAS in commercial airspace in the U.S. without prior FAA clearance certifications or an FAA Certificate of Waiver
or Authorization (COA) that are difficult and time-consuming to obtain. Federal, state and local government entities
must obtain an FAA COA before flying unmanned aerial systems (UAS) in the Nation Air Space (NAS). The FAA
continues to move toward the safe, timely and efficient integration of UAS into the nation’s air transportation system.
In March 2012, the agency created a new UAS integration office, headed by a single executive, which brings together
specialists from the aviation safety and air traffic organizations. The FAA received more than 200 comments after
asking for public input on the process for selecting six UAS test sites mandated by Congress. In July 2013, the agency
expects to request proposals to manage the test sites in order to make the selections in December 2013. These sites are
important because they will provide valuable data to safely integrate UAS into the nation's airspace by 2015 as
required by the 2012 FAA reauthorization.

Later this year, the FAA expects to release a proposed rule that will establish policies, procedures and standards for a
wide spectrum of users in the small UAS community. This class of UAS will likely experience the greatest near-term
growth in civil and commercial operations because of their versatility and relatively low initial cost and operating
expenses.

While we do not currently know the rules that will ultimately be issued by the FAA, or the cost of complying with
them, we intend to closely follow all progress made by the FAA to implement the 2012 FAA reauthorization. We
believe our reliance on the U.S. government and government-related entities as our primary customers may change
once the FAA determines the rules and regulations required for the safe flight and operation of UAS in our national
airspace, since we will then be able to sell our products to a much broader commercial market where the demand is
increasing rapidly.
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International sales of our products may also be subject to U.S. laws, regulations and policies like the United States
Department of State restrictions on the transfer of technology, ITAR and other export laws and regulations and may be
subject to first obtaining licenses, clearances or authorizations from various regulatory entities. This may limit our
ability to sell our products abroad and the failure to comply with any of these regulations could adversely affect our
ability to conduct our business and generate revenues as well as increasing our operating costs. Our products may
also be subject to regulation by the National Telecommunications and Information Administration and the Federal
Communications Commission that regulate wireless communications.

Sources and Availability of Components

Certain materials and equipment for our aerostats and UAS are custom made for those products and are dependent
upon either a single or limited number of suppliers. Failure of a supplier could cause significant delays in delivery of
the products if another supplier cannot promptly be found or if the quality of such replacement supplier’s components
are inferior or unacceptable.

Employees

As of March 21, 2013, we had 5 full-time employees, including our executive officers. GTC hires contract employees
on an as needed basis, and has not historically had any problems finding qualified personnel. We do not believe that
we will have difficulty in hiring and retaining qualified individuals for our general operations. We believe that our
relations with our employees are good. None of our employees are represented by a collective bargaining agreement,
nor do we have collective bargaining arrangements with any of our employees.

Available Information

We are subject to the informational and disclosure requirements pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended (Exchange Act). We file periodic reports, proxy statements and other information
with the Securities and Exchange Commission (SEC). Such reports, proxy statements and other information may be
obtained by visiting the Public Reference Room of the SEC at 100 F Street, N.E., Washington, DC 20549 or by
calling the SEC at 1-800-SEC-0330. In addition, the SEC maintains an internet site (http://www.sec.gov ) that
contains reports, proxy and information statements and other information regarding issuers that file electronically. All
statements made in any of our securities filings, including all forward-looking statements or information, are made as
of the date of the document in which the statement is included, and we do not assume or undertake any obligation to
update any of those statements or documents unless we are required to do so by law.
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Financial and other information about WSGI, including our Code of Ethics and Business Conduct, is available on our
website (www.wsgi.com). We make available free of charge on our website our Annual Report on Form 10-K,
Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those reports filed or furnished to
the SEC pursuant to the Exchange Act as soon as reasonably practicable after we electronically file such material
with, or furnish such material to, the SEC. Information on our website is not part of this Annual Report on Form 10-K
or any other securities filings of ours unless specifically incorporated by reference herein or therein. All statements
made in any of our securities filings, including all forward-looking statements or information, are made as of the date
of the document in which the statement is included, and we do not assume or undertake any obligation to update any
of those statements unless required.

ITEM 1A. RISK FACTORS

The following important factors could cause our actual business and financial results to differ materially from our
current expectations, estimates, forecasts, and projections. These forward-looking statements contained in this
Annual Report on Form 10-K or made elsewhere by management from time to time are subject to important risks,
uncertainties and assumptions, which are difficult to predict. The risks and uncertainties described below or
incorporated herein by reference are not the only risks and uncertainties facing us. Additional risks not currently
known to us or that we currently believe are immaterial may also impair our operating results, financial condition
and liquidity. Our business is also subject to general risks and uncertainties that affect many other companies. These
risks should be considered carefully along with the other information contained or incorporated herein by reference.

Risks Related to Our Business and Industry

We need to raise a significant amount of additional capital to continue our operations which capital may be costly
and difficult to obtain, and if we are unable to raise additional capital, we would likely have to delay, curtail, scale
back or terminate some or all of our operations, prematurely sell some or all of our assets, merge with or be
acquired by another company, or possibly shut down our operations.

We need to raise significant additional capital in order to meet our cash requirements to fully implement our business
plan and continue our operations during the next twelve months. As of December 31, 2012, we only had $49,343 of
cash and cash equivalents and we had negative working capital of $15,369,729, and for the twelve months ended
December 31, 2012, we had a net loss of $3,362,853. We expect to use the funds raised, if any, to expand and
accelerate our research and development efforts, increase our manufacturing facilities, acquire complimentary
technology, companies or personnel, hire additional sales and other personnel, implement additional corporate
governance measures, attract independent board members and for other operating activities. We will, as we deem
necessary and prudent, continue to seek to raise additional capital through various financing alternatives, including the
private or public sale of equity or debt securities, bank financing or corporate partnering arrangements. Other than
our agreement with La Jolla Cove Investors, funding under which has been and may continue to be negatively
impacted by our stock price, we do not have any firm commitments for additional capital from third parties or from
our officers, directors or shareholders. Although our officers and directors or their affiliates have in the past provided
us with or helped us obtain capital, they are not legally bound to do so. We may not be able to raise additional capital
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on terms acceptable to us or at all. In order to attract new investors and raise additional capital, we may be forced to
provide rights and preferences to new investors that are not available to current stockholders and that may be adverse
to existing investors. If we do not receive adequate additional financing on terms satisfactory to us on a timely basis,
or at all, we would not be able to meet our cash payment obligations or fully implement our business plan. We would
likely also have to delay, curtail, scale back or terminate some or all of our operations that could hurt our future
performance, prematurely sell some or all of our assets on undesirable terms, merge with or be acquired by another
company on unsatisfactory terms, or possibly shut down our operations.
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We have a history of operating losses that we anticipate will continue for the foreseeable future.

We have a history of losses from operations and we anticipate that for the foreseeable future, we will continue to
experience losses from operations. Those losses have resulted principally from costs incurred in our research and
development efforts, and from general and administrative costs associated with our business. We had a net loss from
operations of $4,541,587 during 2012, $4,339,911 during 2011, and $9,786,228 during 2010. Our accumulated deficit
through December 31, 2012 was $148,995,352. We expect to continue to incur net losses from operations for the next
several quarters if not for all of 2013 as we continue to develop and seek to commercialize our products.

We have incurred substantial indebtedness and may be unable to service our debt.

Our indebtedness at December 31, 2012 was $15,851,540. A portion of such indebtedness reflects judicial judgments
against us that could result in liens being placed on our bank accounts or assets. We are continuing to review our
ability to reduce this debt level due to the age and/or settlement of certain payables but we may not be able to do

so. This level of indebtedness could, among other things:

-make it difficult for us to make payments on this debt and other obligations;

-make it difficult for us to obtain future financing;

-require us to redirect significant amounts of cash from operations to servicing the debt;

require us to take measures such as the reduction in scale of our operations that might hurt our future performance in
“order to satisfy our debt obligations; and

-make us more vulnerable to bankruptcy or an unwanted acquisition on terms unsatisfactory to us.

Our independent auditors have issued a report stating that there is substantial doubt relating to our ability to
continue as a going concern, which may impair our ability to raise additional financing.

The report of our independent auditors contained in our consolidated financial statements for the years ended
December 31, 2012 and 2011 explains that we have incurred substantial operating losses and raises substantial doubt
about our ability to continue as a going concern. Analysts and investors view reports of independent auditors
questioning a company’s ability to continue as a going concern unfavorably. This report may make it difficult for us to
raise additional debt or equity financing necessary to continue our business operations and the development of our
airships. Potential investors should review this report before making a decision to invest in the Company.

We rely on our technical partners for the development and commercialization of our products.
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We rely on our technical partners for the development and commercialization of our aerostats and our airships. We
currently have no technical personnel as employees of the Company. While we believe the relationships with out
technical partners to be strong, there is no assurance that they will always remain so. If these relationships were to
break down or terminate or if we were to lose the services of our technical partners, it could cause a delay in our
ability to continue to develop, manufacture and sell our products, postpone commercial revenue to us from such
products and increase the costs related to such development and commercialization. We had an agreement with
Eastcor Engineering that expired in accordance with its terms.

We may pursue strategic transactions in the future, which could be difficult to implement, disrupt our business or
change our business profile significantly.

We will continue to consider potential strategic transactions, which could involve acquisitions or dispositions of
businesses or assets, joint ventures or investments in businesses, products or technologies that expand, complement or
otherwise relate to our current or future business. We may also consider, from time to time, opportunities to engage in
joint ventures or other business collaborations with third parties to address particular market segments. These
activities create risks such as among others: (i) the need to integrate and manage the businesses and products acquired
with our own business and products, (ii) additional demands on our resources, systems, procedures and controls,

(iii) disruption of our ongoing business, and (iv) diversion of management’s attention from other business concerns.
Moreover, these transactions could involve: (a) substantial investment of funds or financings by issuance of debt or
equity securities; (b) substantial investment with respect to technology transfers and operational integration; and

(c) the acquisition or disposition of product lines or businesses. Also, such activities could result in one-time charges
and expenses and have the potential to either dilute the interests of existing shareholders or result in the issuance of, or
assumption of debt. Such acquisitions, investments, joint ventures or other business collaborations may involve
significant commitments of financial and other resources of our company. Any such activity may not be successful in
generating revenue, income or other returns to us, and the resources committed to such activities will not be available
to us for other purposes. Moreover, if we are unable to access capital markets on acceptable terms or at all, we may
not be able to consummate acquisitions, or may have to do so on the basis of a less than optimal capital structure. Our
inability: (i) to take advantage of growth opportunities for our business or for our products, or (ii) to address risks
associated with acquisitions or investments in businesses, may negatively affect our operating results. Additionally,
any impairment of goodwill or other intangible assets acquired in an acquisition or in an investment, or charges to
earnings associated with any acquisition or investment activity, may materially reduce our earnings. These future
acquisitions or joint ventures may not result in their anticipated benefits and we may not be able to properly integrate
acquired products, technologies or businesses, with our existing products and operations or combine personnel and
cultures. Failure to do so could deprive us of the intended benefits of those acquisitions.

10
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Product development is a long, expensive and uncertain process.

The development of LTA aerostats and UAS is a costly, complex and time-consuming process, and the investment in
product development often involves a long wait until a return, if any, is achieved on such investment. We make and
will continue to make significant investments in research and development relating to our aerostats, airships and our
other businesses. Investments in new technology and processes are inherently speculative. We have experienced
numerous setbacks and delays in our research and development efforts and may encounter further obstacles in the
course of the development of additional technologies and products. We may not be able to overcome these obstacles
or may have to expend significant additional funds and time. Technical obstacles and challenges we encounter in our
research and development process may result in delays in or abandonment of product commercialization, may
substantially increase the costs of development, and may negatively affect our results of operations.

Successful technical development of our products does not guarantee successful commercialization.

We may successfully complete the technical development for one or all of our product development programs, but
still fail to develop a commercially successful product for a number of reasons, including among others the following:

-failure to obtain the required regulatory approvals for their use;

-prohibitive production costs;

-competing products;

-lack of innovation of the product;

-ineffective distribution and marketing;

-lack of sufficient cooperation from our partners; and

-demonstrations of the products not aligning with or meeting customer needs.

Although we have sold a set of our BiB aerostat systems, we have not yet sold any of our Argus One airships in the
commercial marketplace. Our success in the market for the products we develop will depend largely on our ability to
prove our products’ capabilities. Upon demonstration, our aerostats and airships may not have the capabilities they
were designed to have or that we believed they would have. Furthermore, even if we do successfully demonstrate our
products’ capabilities, potential customers may be more comfortable doing business with a larger, more established,
more proven company than us. Moreover, competing products may prevent us from gaining wide market acceptance
of our products. Significant revenue from new product investments may not be achieved for a number of years, if at
all.

GTC has developed various custom designed commercial simplex satellite tracking devices that are capable of
transmitting locational and other information from any location within the Globalstar satellite network. These devices
were previously exclusively used by U.S. government customers and thus have satisfied stringent operational
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requirements for years. Users of these tracking products will be able to access their accounts online and view near-live
location and status transmissions using GTC’s proprietary mapping web interface. Although GTC can sell to U.S.
government customers without the need for any form of certification, GTC can not sell such tracking devices
commercially without certification from Globalstar and the Federal Communications Commission for use in the U.S.
and from comparable entities globally, like CE Mark. GTC has begun the process to apply for certification to sell
these dev