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statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933, as amended,
or until the registration statement shall become effective on such date as the Commission, acting pursuant to said
Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell these securities and it is not soliciting an offer to buy these securities in any state or other jurisdiction where the
offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED FEBRUARY 11, 2013
PROSPECTUS

31,475,787 SHARES OF COMMON STOCK

Initial Public Offering

This prospectus relates to the resale of up to 31,475,787 shares of Tecogen Inc. Common Stock. These shares will be
resold from time to time by the investors listed in the section titled “Selling Security Holders”, and we refer to the
investors as the selling stockholders. We are not selling any securities under this prospectus and therefore will not
receive any proceeds from the sale of securities by the selling stockholders. All costs associated with this registration
will be borne by us.

We currently lack a public market for our common stock, or Common Stock. Selling stockholders will sell at a price
of $0.80 per share until such time as our shares may be quoted on the OTC Bulletin Board or listed on a national or
international securities exchange and thereafter at prevailing market prices or privately negotiated prices. The
proposed maximum aggregate offering price is $25,180,630.

You should rely only on the information provided in this prospectus or any supplement to this prospectus. We have
not authorized anyone else to provide you with different information.

A current prospectus must be in effect at the time of the sale of the shares of Common Stock discussed above. The
selling stockholders will be responsible for any commissions or discounts due to brokers or dealers. We will pay all of
the other offering expenses.

Each selling stockholder or dealer selling the Common Stock is required to deliver a current prospectus upon the sale.
In addition, for the purposes of the Securities Act of 1933, as amended, or the Securities Act, selling stockholders may
be deemed underwriters.

We are an “emerging growth company” under the federal securities laws and will therefore be subject to reduced public
company reporting requirements.

THIS INVESTMENT INVOLVES A HIGH DEGREE OF RISK. YOU SHOULD PURCHASE SHARES ONLY IF
YOU CAN AFFORD A COMPLETE LOSS. WE URGE YOU TO READ THE “RISK FACTORS” SECTION
BEGINNING ON PAGE 6, ALONG WITH THE REST OF THIS PROSPECTUS BEFORE YOU MAKE YOUR
INVESTMENT DECISION.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION, OR THE SEC, NOR ANY STATE
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES, OR
DETERMINED IF THIS PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.
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You should rely only on the information contained in this prospectus. We have not authorized any other person to
provide you with different information. If anyone provides you with different or inconsistent information, you should
not rely on it. No offers are being made hereby in any jurisdiction where the offer or sale is not permitted.

Unless otherwise indicated, information contained in this prospectus concerning our industry, including our market
opportunity, is based on information from independent industry analysts, third-party sources and management
estimates. Management estimates are derived from publicly-available information released by independent industry
analysts and third party sources, as well as data from our internal research, and are based on assumptions made by us
using data and our knowledge of such industry and market, which we believe to be reasonable. In addition, while we
believe the market opportunity information included in this prospectus is generally reliable and is based on reasonable
assumptions, such data involves risks and uncertainties and is subject to change based on various factors, including
those discussed under the heading ‘“Risk Factors.”
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TECOGEN INC.
PROSPECTUS SUMMARY

The following summary highlights information contained elsewhere in this prospectus. It is not complete and does not
contain all of the information that you should consider before investing in our Common Stock. You should read the
entire prospectus carefully, especially the risks of investing in our Common Stock discussed under “Risk Factors” and
our consolidated financial statements and accompanying notes. In this prospectus, unless the context otherwise
requires, “Tecogen,” “Company,” “we,” “us,” or “our,” refer to Tecogen Inc. and its subsidiaries.

Tecogen designs, manufactures, and sells systems that produce electricity, hot water, and air conditioning for
commercial and industrial buildings. These systems, powered by natural gas engines, are efficient because they drive
electric generators or compressors — which reduces the amount of electricity purchased from the utility — plus they use
the engine’s waste heat for water heating, space heating, and/or air conditioning at the customer’s building, which we
refer to as on-site. This technology is called combined heat and power, or CHP (also called cogeneration).

Tecogen manufactures three types of CHP products:

€Cogeneration units that supply electricity and hot water;
Chillers that provide air-conditioning and hot water; and
High-efficiency water heaters.

All of these are standardized, modular, small-scale CHP products, with a limited number of designs, that can serve
many different types of customers. The market for these products is driven by their ability to reduce energy costs,
carbon emissions, and customers’ dependence on the electric grid. Other factors behind the demand for gas-fueled CHP
include America’s growing natural gas reserves and its domestic energy policies, as well as customers’ desire to
become more socially responsible.

Our CHP technology uses low-cost, mass-produced engines manufactured by General Motors Company, or GM and
Ford Motor Company, or Ford, which we modify to run on natural gas. In the case of our mainstay cogeneration and
chiller products, the engines have proved to be cost-effective and reliable. In 2009, our research team developed a
low-cost process for removing air pollutants from the engine exhaust. This low-emissions technology gives our
natural gas engines exceptionally low levels of “criteria” air pollutants (those that are regulated by the U.S.
Environmental Protection Agency, or EPA, because they can harm human health and the environment).

After a successful field test of more than a year, we introduced the technology commercially as an option to all of our
products in 2012, under the trade name Ultra (patent pending). The Ultra low-emissions technology repositions our
engine-driven products in the marketplace, making them comparable environmentally with emerging technologies
such as fuel cells, but at a much lower cost and greater efficiency. With emissions far below those of current natural
gas engines, our Ultra low-emissions technology may reset existing natural gas regulations for engines in some areas
of the country.

Our CHP products are sold directly to customers by our in-house marketing team and by established sales agents and
representatives, including American DG Energy Inc., or American DG Energy and EuroSite Power Inc., or EuroSite
Power, which are affiliated companies. We have an installed base of more than 2,100 units. Many of these have been
operating for almost 25 years. Our principal engine supplier is GM, and principal generator supplier is Marathon
Electric. To produce air conditioning, our engines drive a compressor purchased from J&E Hall International.

In 2009, we created a subsidiary, Ilios Inc., or Ilios, to develop and distribute a line of high-efficiency heating
products, starting with a water heater. The water heater is up to twice as efficient as conventional boilers in
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commercial buildings and industrial processes, according to management estimates. As of the date of this prospectus,
we own a 65.0% interest in Ilios. To date, Ilios has sold one of its water heaters and five are in production.

For each of our last five fiscal years and prior thereto, we have incurred annual operating losses. We expect this trend
to continue until such time that we can sell a sufficient number of systems and achieve a cost structure to become
profitable. We may not have adequate cash resources to reach the point of profitability, and we may never become
profitable. Even if we do achieve profitability, we may be unable to increase our sales and sustain or increase our
profitability in the future.

As of our fiscal year end, December 31, 2011, our principal executive officer and principal accounting officer
performed an evaluation of controls and procedures and concluded that our controls were not effective to provide
reasonable
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TECOGEN INC.

assurance that information required to be disclosed by our Company in reports that we file under the Exchange Act, is
recorded, processed, summarized and reported as when required. Management conducted an evaluation of our internal
control over financial reporting and based on this evaluation, management concluded that our internal control over
financial reporting was not effective as of December 31, 2011. We currently do not have personnel with a sufficient
level of accounting knowledge, experience and training in the selection, application and implementation of generally
acceptable accounting principles as it relates to complex transactions and financial reporting requirements. We also
have a small number of employees dealing with general controls over information technology security and user
access. This constitutes a material weakness in financial reporting. Any failure to implement effective internal controls
could harm our operating results or cause us to fail to meet our reporting obligations. Inadequate internal controls
could also cause investors to lose confidence in our reported financial information, which could have a negative effect
on the trading price of our common stock, and may require us to incur additional costs to improve our internal control
system.

Tecogen was formed in the early 1960s as the Research and Development New Business Center of Thermo Electron
Corporation, (which is now Thermo Fisher Scientific Inc.). For the next 20 years, this group performed fundamental
and applied research in many energy-related fields to develop new technologies. During the late 1970s, new federal
legislation enabled electricity customers to sell power back to their utility. Thermo Electron Corporation saw a fit
between the technology and know-how it possessed and the market for cogeneration systems.

In 1982, the Research and Development group released its first major product, a 60-kilowatt (kW) cogenerator. In the
late 1980s and early 1990s, we introduced air-conditioning and refrigeration products using the same gas
engine-driven technology, beginning with a 150-ton chiller (tons are a measure of air-conditioning capacity). In 1987,
Tecogen was spun out as a separate entity by Thermo Electron Corporation and in 1992 Tecogen became a division of
the newly formed Thermo Power Corporation. In 2000, Thermo Power Corporation was dissolved, and Tecogen was
sold to private investors including Thermo Electron Corporation’s original founders, Dr. George N. Hatsopoulos and
John N. Hatsopoulos.

Tecogen has five affiliated companies, namely American DG Energy, EuroSite Power, GlenRose Instruments Inc., or
GlenRose Instruments, Pharos LLC, or Pharos, and Levitronix Technologies LLC, or Levitronix. These companies are
affiliates because several of the major stockholders of those companies, have a significant ownership position in the
Company. American DG Energy, EuroSite Power, GlenRose Instruments, Pharos or Levitronix do not own any shares
of the Company, and the Company does not own any shares of American DG Energy, EuroSite Power, GlenRose
Instruments, Pharos or Levitronix. The business of GlenRose Instruments, Pharos and Levitronix is not related to the
business of the Company.

American DG Energy, EuroSite Power, GlenRose Instruments, Pharos and Levitronix are affiliated companies by
virtue of common ownership. The common stockholders include:

John N. Hatsopoulos, the Company’s Chief Executive Officer who is also: (a) the Chief Executive Officer and a
director of American DG Energy and holds 11.5% of the company’s common stock; (b) the Chairman of EuroSite
Power; (c) a director of Ilios and holds 6.8% of the company’s common stock; and (d) the Chairman of GlenRose
Instruments and holds 15.7% of the company’s common stock.

Dr. George N. Hatsopoulos, who is John N. Hatsopoulos’ brother, and is also: (a) a director of American DG Energy
and holds 14% of the company’s common stock; (b) an investor in Ilios and holds 3.1% of the company’s common
stock; (c) an investor of GlenRose Instruments and holds 15.7% of the company’s common stock; (d) a founder and
investor of Pharos and holds 24.4% of the company’s common stock; and (e) an investor of Levitronix and holds
21.4% of the company’s common stock.
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John N. Hatsopoulos is the Company’s Chief Executive Officer and is also the Chief Executive Officer of American
DG Energy and the Chairman of GlenRose Instruments. On average, Mr. Hatsopoulos spends approximately 20% of
his business time on the affairs of the Company; however such amount varies widely depending on the needs of the
business and is expected to increase as the business of the Company develops.

Although we may, from time to time, have one or a few customers who may represent more than 10% of our product
revenue for a given year, we are not dependent on the recurrence of such revenue from those customers. Our product
revenue is such that customers may make a large purchase once and may not likely ever make such a purchase again.
Our equipment is built to last 20 or more years, therefore, we do not build our product revenue model depending on
recurring transactions from the same customer. Our service revenue may lend itself to recurring revenue from a single
customer; however, we currently do not have any service revenue customers who make up more than 10% of our total
revenues on an annual basis. American DG Energy has been considered a major customer in certain years as disclosed
in the accompanying financial statements, however, we do not consider our business as “dependent” upon its recurrence.

2
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TECOGEN INC.

We were incorporated in the State of Delaware on November 15, 2000. Our business and registered office is located at
45 First Avenue, Waltham, Massachusetts 02451. Our telephone number is 781-466-6400. Our Internet address is
http://www.tecogen.com. The information on, or that may be accessed through, our website is not incorporated by
reference into this prospectus and should not be considered a part of this prospectus.

We have 61 full-time employees and 5 part-time employees. Our corporate, engineering and manufacturing operations
are located in a 24,000 square foot facility in Waltham, Massachusetts.

11
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TECOGEN INC.
THE OFFERING
Securities being offered:

Common Stock to be outstanding after
this offering:

Offering price:

Securities issued and to be issued:

Use of proceeds:

Up to 31,475,787 shares of Common Stock.

54,417,854 shares

The offering price of the Common Stock is $0.80 per share. There is
no public market for our Common Stock. We cannot give any
assurance that the shares offered will have a market value, or that
they can be resold at the offered price if and when an active
secondary market might develop, or that a public market for our
securities may be sustained even if developed. The absence of a
public market for our stock will make it difficult to sell shares.

We intend to apply to the over-the-counter bulletin board, through a
market maker that is a licensed broker dealer, to allow the trading of
our Common Stock upon our becoming a reporting entity under the
Exchange Act. If our Common Stock becomes so quoted and a
market for the stock develops, the actual price of stock will be
determined by prevailing market prices at the time of sale or by
private transactions negotiated by the selling stockholders. The
offering price would thus be determined by market factors and the
independent decisions of the selling stockholders.

54,417,854 shares of our Common Stock are issued and outstanding
as of the date of this prospectus, 31,475,787 of which are being
offered pursuant to this prospectus. Because all of the Common
Stock to be sold under this prospectus will be sold by existing
shareholders, there will be no increase in our issued and outstanding
shares as a result of this offering.

We will not receive any proceeds from the sale of the Common
Stock by the selling stockholders.

12
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TECOGEN INC.
SUMMARY CONSOLIDATED FINANCIAL DATA

The summary consolidated statements of operations data for each of the years ended December 31, 2011 and 2010
have been derived from our audited consolidated financial statements that are included elsewhere in this prospectus.
The summary consolidated balance sheet data as of September 30, 2012 and 2011 and the summary consolidated
statements of operations data for each of the nine months ended September 30, 2012 and 2011 have been derived from
our unaudited condensed consolidated financial statements that are included elsewhere in this prospectus. You should
read this information together with the consolidated financial statements and related notes and other information under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this
prospectus. Operating results for the nine months ended September 30, 2012 are not necessarily indicative of the
results that may be expected for the year ended December 31, 2012.

Nine Months Ended
December 31, September 30,
Consolidated Statement of Operations Data: 2011 2010 2012 2011
(unaudited) (unaudited)
Revenues $11,065,210  $11,311,229 $9,689,984 $8,714,228
Cost of sales 6,179,098 6,597,205 5,703,507 4,818,318
Gross profit 4,886,112 4,714,024 3,986,477 3,895,910
Operating expenses
General and administrative 5,986,762 4,973,794 4,851,398 4,495,533
Selling 782,252 290,505 915,842 381,617
6,769,014 5,264,299 5,767,240 4,877,150
Loss from operations (1,882,902 (550,275 (1,780,763 (981,240 )
Other income (expense)
Interest and other income 38,402 23,574 38,380 25,262
Interest expense (40,294 (37,280 (53,406 (22,492 )
(1,892 (13,706 (15,026 2,770
Loss before income taxes (1,884,794 (563,981 (1,795,789 (978,470 )
Provision for state income taxes — — — —
Consolidated net loss (1,884,794 (563,981 (1,795,789 (978,470 )
iﬁiié;oss attributable to the noncontrolling 310,293 208,673 285.898 192.359
Net loss attributable to Tecogen Inc. $(1,574,501 $(355,308 $(1,509,891 $(786,111 )
Net loss per share - basic and diluted $(0.03 $(0.01 $(0.03 $(0.02 )
Welghted average shares outstanding - basic and 48.211.652 45.882.631 52.395.435 47.721.641
diluted
December 31, September 30,
Consolidated Balance Sheet Data: 2011 2010 2012 2011
(unaudited) (unaudited)
Cash and cash equivalents $3,018,566 $1,828,173 $684,896 $1,211,287
Restricted short-term investments 683,428 85,000 181,580 501,577
Working capital 4,935,145 2,485,926 4,118,095 2,667,330
Total assets 8,745,492 5,876,422 8,515,762 6,441,401
Total liabilities 3,522,328 2,884,743 3,769,459 3,355,500
Stockholders' equity $5,223,164 $2,991,679 $4,746,303 $2,585,901

13



Edgar Filing: TECOGEN INC - Form S-1/A

14



Edgar Filing: TECOGEN INC - Form S-1/A

TECOGEN INC.
RISK FACTORS

The securities offered herein are highly speculative and should be purchased only by persons who can afford to lose
their entire investment in us. You should carefully consider the following risk factors and other information in this
prospectus before deciding to become a holder of our Common Stock. If any of the following risks actually occur, our
business and financial results could be negatively affected to a significant extent.

Risks Relating to Our Business

Our business faces many risks. If any of the events or circumstances described in the following risks occurs, our
business, financial condition, or results of operations could suffer and the trading price of our Common Stock (if and
when it becomes publicly traded) could decline. Investors and prospective investors should consider the following
risks and the information contained under the heading “Warning Concerning Forward-Looking Statements” before
deciding whether to invest in our Common Stock.

Our operating history is characterized by net losses. We anticipate further losses, and we may never become
profitable.

For each of our last five fiscal years and prior thereto, we have incurred annual operating losses. We expect this trend
to continue until such time that we can sell a sufficient number of systems and achieve a cost structure to become
profitable. We may not have adequate cash resources to reach the point of profitability, and we may never become
profitable. Even if we do achieve profitability, we may be unable to increase our sales and sustain or increase our
profitability in the future.

We experience significant fluctuations in revenues from quarter to quarter due to a preponderance of one-time sales.

We have low volume, high dollar sales for projects that are generally non-recurring, and therefore our sales have
fluctuated significantly from period to period. For example, when compared to the previous quarter, our revenues in
2010 decreased during the first, second and fourth quarters and increased during the third quarter. In 2011, our
revenue decreased during the first and fourth quarters and increased during the second and third quarters. Fluctuations
cannot be predicted because they are affected by the purchasing decisions and timing requirements of our customers,
which are unpredictable.

We may be unable to fund our future operating requirements, which could force us to curtail our operations.

To the extent that our funds are insufficient to fund our future operating requirements, we would need to raise
additional funds through further public or private equity or debt financings depending upon prevailing market
conditions. These financings may not be available to us, or if available, may be on terms that are not favorable to us
and could result in significant dilution to our stockholders and reduction of the trading price of our stock (if then
publicly traded). The state of worldwide capital markets could also impede our ability to raise additional capital on
favorable terms or at all. If adequate capital were not available to us, we likely would be required to significantly
curtail our operations or possibly even cease our operations.

We believe that our existing resources, including cash and cash equivalents and future cash flows from operations, are
sufficient to meet the working capital requirements of our existing business until mid-late 2013. After that our cash
requirements may increase.

If we experience a period of significant growth or expansion, it could place a substantial strain on our resources.

15
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If our cogeneration and chiller products penetrate the market rapidly, we would be required to deliver even larger
volumes of technically complex products or components to our customers on a timely basis and at a reasonable costs
to us. We have never ramped up our manufacturing capabilities to meet large-scale production requirements. If we
were to commit to deliver large volumes of products, we may not be able to satisfy these commitments on a timely
and cost-effective basis.

The execution of our growth strategy is dependent upon the continued availability of third-party financing
arrangements for our customers and is affected by general economic conditions.

The recent recession, current unstable economic conditions and limited availability of credit and liquidity could
materially and adversely affect our business and results of operations because purchasers of our systems often require
third party financing. Purchasers may be unable or unwilling to finance the cost to purchase our products or may be
forced to cancel

16
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previously submitted orders or delay taking shipment until suitable credit is again available. Collecting payment from
customers facing liquidity challenges is also difficult.

We are dependent on a limited number of third-party suppliers for the supply of key components for our products.

We use third-party suppliers for components in many of our products. Our engine supplier is GM. Our generator
supplier for our cogeneration products, other than the InVerde is Marathon Electric. To produce air conditioning, our
engines drive a compressor purchased from J&E Hall International. The loss of one of our suppliers could materially
and adversely affect our business, if we are unable to replace them. While alternate suppliers for the manufacture of
our engine, generator and compressor have been identified, should the need arise, there can be no assurance that
alternate suppliers will be available and able to manufacture our engine, generator or compressor on acceptable terms.

From time to time, shipments can be delayed because of industry-wide or other shortages of necessary materials and
components from third-party suppliers. A supplier's failure to supply components in a timely manner, or to supply
components that meet our quality, quantity, or cost requirements, or our inability to obtain substitute sources of these
components on a timely basis or on terms acceptable to us, could impair our ability to deliver our products in
accordance with contractual obligations.

We expect significant competition for our products and services.

Competition for our products is currently limited (see “Competitive Position and Business Conditions” in the “Business”
section of this prospectus). Many of our competitors and potential competitors are well established and have
substantially greater financial, research and development, technical, manufacturing and marketing resources than we

do. If these larger competitors decide to focus on the development of distributed power or cogeneration, they have the
manufacturing, marketing and sales capabilities to complete research, development and commercialization of these
products more quickly and effectively than we can. There can also be no assurance that current and future competitors
will not develop new or enhanced technologies or more cost-effective systems, and therefore, there can be no

assurance that we will be successful in this competitive environment.

The Executive Order to accelerate investments in industrial energy efficiency may lead to increased competition .

An Executive Order to accelerate investments in industrial energy efficiency, including CHP, was promulgated in
August 2012. The goal of the Executive Order is to supply 40 gigawatts of energy by 2020 from greater efficiency
such as CHP systems. With this Executive Order, it is expected that a number of barriers to CHP development will be
removed with effective programs, policies, and financing opportunities resulting in significant new capital investment
in CHP. This initiative by the U.S. government may lead to increased competition in the CHP market.

If we are unable to maintain our technological expertise in design and manufacturing processes, we will not be able to
successfully compete.

We believe that our future success will depend upon our ability to continue to develop and provide innovative
products and product enhancements that meet the increasingly sophisticated needs of our customers.

However, this requires that we successfully anticipate and respond to technological changes in design and
manufacturing processes in a cost-effective and timely manner. The development of new, technologically advanced
products and enhancements is a complex and uncertain process requiring high levels of innovation, as well as the
accurate anticipation of technological and market trends. There can be no assurance that we will successfully identify
new product opportunities, develop and bring new or enhanced products to market in a timely manner, successfully
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lower costs, and achieve market acceptance of our products, or that products and technologies developed by others
will not render our products or technologies obsolete or noncompetitive.

The introduction of products embodying new technologies, and the shifting of customer demands or changing industry
standards, could render our existing products obsolete and unmarketable. We may experience delays in releasing new
products and product enhancements in the future. Material delays in introducing new products or product
enhancements may cause customers to forego purchases of our products and purchase those of our competitors.

18
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TECOGEN INC.
Our intellectual property may not be adequately protected.

We seek to protect our intellectual property rights through patents, trademarks, copyrights, trade secret laws,
confidentiality agreements and licensing arrangements, but we cannot ensure that we will be able to adequately protect
our technology from misappropriation or infringement. We cannot ensure that our existing intellectual property rights
will not be invalidated, circumvented, challenged or rendered unenforceable.

We have applied for and obtained patents on certain key components used in our products. Our competitors may
successfully challenge the validity of our patents, may design non-infringing products, or deliberately infringe our
patents. There can be no assurance that other companies are not investigating or developing other similar
technologies. In addition, our intellectual property rights may not provide a competitive advantage to us or that our
products and technology will be adequately covered by our patents and other intellectual property. Any of these
factors or the expiration, termination or invalidity of one or more of our patents may have a material adverse effect on
our business.

We have filed for patents in the U.S. and Europe for our Ultra low-emissions technology. The outcome of the patent
office application review is important because this technology will apply to all of our gas engine-driven products and
may have licensing application to other natural gas engines. There is no assurance, however, that the Ultra
low-emissions patent applications will be approved.

Our control software is protected by copyright laws or under an exclusive license agreement. Further, we rely on
treatment of our technology as trade secrets through confidentiality agreements, which our employees and vendors are
required to sign. We also rely on non-disclosure agreements with others that have or may have access to confidential
information to protect our trade secrets and proprietary knowledge. These agreements may be breached, and we may
not have adequate remedies for any breach. Our trade secrets may also be or become known without breach of these
agreements or may be independently developed by competitors. Failure to maintain the proprietary nature of our
technology and information could harm our results of operations and financial condition.

Others may assert that our technology infringes their intellectual property rights.

We may be subject to infringement claims in the future. The defense of any claims of infringement made against us by
third parties could involve significant legal costs and require our management to divert time from our business
operations. If we are unsuccessful in defending any claims of infringement, we may be forced to obtain licenses or to
pay additional royalties to continue to use our technology. We may not be able to obtain any necessary licenses on
commercially reasonable terms or at all. If we fail to obtain necessary licenses or other rights, or if these licenses are
costly, our operating results would suffer either from reductions in revenues through our inability to serve customers
or from increases in costs to license third-party technologies.

Our success is dependent upon attracting and retaining highly qualified personnel and the loss of key personnel could
significantly hurt our business.

To achieve success, we must attract and retain highly qualified technical, operational and executive employees. The
loss of the services of key employees or an inability to attract, train and retain qualified and skilled employees,
specifically engineering, operations, and business development personnel, could result in the loss of business or could

otherwise negatively impact our ability to operate and grow our business successfully.

Our business is subject to product liability and warranty claims.
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Our business exposes us to potential product liability claims, which are inherent in the manufacturing, marketing and
sale of our products, and we may face substantial liability for damages resulting from the faulty design or manufacture
of products or improper use of products by end users. We currently maintain a moderate level of product liability
insurance, but there can be no assurance that this insurance will provide sufficient coverage in the event of a claim.
Also, we cannot predict whether we will be able to maintain such coverage on acceptable terms, if at all, or that a
product liability claim would not harm our business or financial condition. In addition, negative publicity in
connection with the faulty design or manufacture of our products would adversely affect our ability to market and sell
our products.

We sell our products with warranties. There can be no assurance that the provision in our financial statements for
estimated product warranty expense will be sufficient. We cannot ensure that our efforts to reduce our risk through
warranty disclaimers will effectively limit our liability. Any significant occurrence of warranty expense in excess of
estimates could have a material adverse effect on our operating results, financial condition and cash flow. Further, we
have at times undertaken
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programs to enhance the performance of units previously sold. These enhancements have at times been provided at no
cost or below our cost. If we choose to offer such programs again in the future, such actions could result in significant
costs.

Certain businesses and consumers might not consider cogeneration solutions as a means for obtaining their electricity
and power needs.

Generating electricity and heat at the customers’ building (on-site CHP) is an established technology, but it is more
complex than buying electricity from the utility and using a furnace for heat. Customers have been slow to accept it in
part because of this complexity. In addition, the development of a larger market for our products will be impacted by
many factors that are out of our control, including cost competitiveness, regulatory requirements, and the emergence
of newer and potentially better technologies and products. If a larger market for cogeneration technology in general
and our products in particular fails to grow substantially, we may be unable to continue our business.

We operate in a highly regulated business environment, and changes in regulation could impose significant costs on us
or could make our products less economical, thereby affecting demand for our products.

Several kinds of government regulations — at federal, state, and local levels and in other countries — affect our current
and future business (see “Government Regulation and It Effect on Our Business” in the “Business” section of this
prospectus). Our products must comply with various local building codes and must undergo inspection by local
authorities. Our products are also certified by a third party to conform to specific standards. These certifications
require continuous verification by a company that monitors our processes and design every three months. Our InVerde
product is also certified to Europe’s standard CE mark (European Conformity), which is mandatory for products
imported into the European Union for commercial sale. If our products ceased to meet the criteria necessary for the
applicable certifications, we may lose the ability to sell our products in certain jurisdictions, which may materially and
adversely affect our business.

Regulatory agencies may further impose special requirements for the implementation and operation of our products
that could significantly affect or even eliminate some of our target markets. We also may incur material costs or
liabilities in complying with future government regulations. Furthermore, our potential utility customers must
themselves comply with numerous laws and regulations, which may be complicated by further deregulation of the
utility industry. Furthermore, our potential utility customers must themselves comply with numerous laws and
regulations, which may be complicated by further deregulation of the utility industry. We cannot determine how such
deregulation may ultimately affect the market for our products. Changes in regulatory standards or policies could
reduce the level of investment in the research and development of alternative power sources, including our products.
Any reduction or termination of such programs could increase the cost to our potential customers, making our systems
less desirable and thereby adversely affect our business and financial condition.

Utilities or governmental entities could hinder our entry into and growth in the marketplace, and we may not be able
to effectively sell our products.

Utilities or governmental entities on occasion have placed barriers to the installation of our products or their
interconnection with the electric grid, and they may continue to do so. Utilities may charge additional fees to
customers who install on-site CHP and rely on the grid for back-up power. These types of restrictions, fees, or charges
could make it harder for customers to install our products or use them effectively, as well as increasing the cost to our
potential customers. This could make our systems less desirable, thereby adversely affecting our revenue and other
operating results.
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In some instances, regional standards in our key markets have become sufficiently strict that the technical limits of
controlling pollution from natural gas engines were exceeded. Our development of the Ultra low-emissions
technology responded to the limits imposed in Southern California. We expect to get a CHP unit permitted in
Southern California by year-end 2012, which would permit us to take advantage of California’s rebate to engine CHP
systems. There can be no assurance that we will be granted the permit in California or that we will be able to take
advantage of rebate programs or incentives in other locations. If we fail to obtain this permit, we will be unable to take
advantage of California’s rebate program and our ability to compete in California will be impacted.

We may not achieve production cost reductions necessary to competitively price our products, which would adversely
affect our sales.

We believe that we will need to reduce the unit production cost of our products over time to maintain our ability to
offer competitively priced products. Our ability to achieve cost reductions will depend on our ability to develop
low-cost design enhancements, to obtain necessary tooling and favorable supplier contracts, and to increase sales
volumes so we can achieve

9
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economies of scale. We cannot assure you that we will be able to achieve any such production cost reductions. Our
failure to do so could have a material adverse effect on our business and results of operations.

We have granted sales representation rights to an affiliated company which restricts our distribution.

In New England, our affiliate American DG Energy has exclusive sales representation rights to our cogeneration
products only (not including chillers) and exclusive rights to our Ultra low-emissions technology if it is applied to
engines from other CHP manufacturers in projects developed by American DG Energy (see “The Company and Its
Affiliates” in the “Business” section of this prospectus). As a result of these agreements, we have limited control over our
distribution of certain products in New England, and this could have a material adverse effect on our business and

results of operations.

Commodity market factors impact our costs and availability of materials.

Our products contain a number of commodity materials, from metals, which include steel, special high temperature
alloys, copper, nickel and molybdenum, to computer components. The availability of these commodities could impact
our ability to acquire the materials necessary to meet our requirements. The cost of metals has historically fluctuated.
The pricing could impact the costs to manufacture our products. If we are not able to acquire commodity materials at
prices and on terms satisfactory to us or at all, our operating results may be materially adversely affected.

Our products involve a lengthy sales cycle and we may not anticipate sales levels appropriately, which could impair
our results of operations.

The sale of our products typically involves a significant commitment of capital by customers, with the attendant
delays frequently associated with large capital expenditures. For these and other reasons, the sales cycle associated
with our products is typically lengthy and subject to a number of significant risks over which we have little or no
control. We expect to plan our production and inventory levels based on internal forecasts of customer demand, which
is highly unpredictable and can fluctuate substantially. If sales in any period fall significantly below anticipated levels,
our financial condition, results of operations and cash flow would suffer. If demand in any period increases well above
anticipated levels, we may have difficulties in responding, incur greater costs to respond, or be unable to fulfill the
demand in sufficient time to retain the order, which would negatively impact our operations. In addition, our operating
expenses are based on anticipated sales levels, and a high percentage of our expenses are generally fixed in the short
term. As a result of these factors, a small fluctuation in timing of sales can cause operating results to vary materially
from period to period.

The economic viability of our projects depends on the price spread between fuel and electricity, and the variability of
these prices creates a risk that our projects will not be economically viable and that potential customers will avoid
such energy price risks.

The economic viability of our CHP products depends on the spread between natural gas fuel and electricity prices.
Volatility in one component of the spread, the cost of natural gas and other fuels (e.g., propane or distillate oil), can be
managed to some extent by means of futures contracts. However, the regional rates charged for both base load and
peak electricity may decline periodically due to excess generating capacity or general economic recessions.

Our products could become less competitive if electric rates were to fall substantially in the future. Also, potential

customers may perceive the unpredictable swings in natural gas and electricity prices as an increased risk of investing
in on-site CHP, and may decide not to purchase CHP products.

23



Edgar Filing: TECOGEN INC - Form S-1/A

We are exposed to credit risks with respect to some of our customers.

To the extent our customers do not advance us sufficient funds to finance our costs during the execution phase of our
contracts, we are exposed to the risk that they will be unable to accept delivery or that they will be unable to make
payment at the time of delivery.

We may make acquisitions that could harm our financial performance.

To expedite development of our corporate infrastructure, particularly with regard to equipment installation and service
functions, we anticipate the future acquisition of complementary businesses. Risks associated with such acquisitions
include the disruption of our existing operations, loss of key personnel in the acquired companies, dilution through the
issuance of additional securities, assumptions of existing liabilities, and commitment to further operating expenses. If
any or all of these problems actually occur, acquisitions could negatively impact our financial performance and future
stock value.

10
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Our ability to access capital for the repayment of debts and for future growth is limited because the financial markets
are currently in a period of disruption and recession, and the Company does not expect these conditions to improve in
the near future.

Our ability to continue to access capital could be impacted by various factors including general market conditions and
the continuing slowdown in the economy, interest rates, the perception of our potential future earnings and cash
distributions, any unwillingness on the part of lenders to make loans to us, and any deterioration in the financial
position of lenders that might make them unable to meet their obligations to us.

Our business is affected by general economic conditions and related uncertainties affecting the markets in which we
operate. The current unstable economic conditions including the global recession could adversely impact our business
in 2012 and beyond.

The current unstable economic conditions could adversely impact our business in 2012 and beyond, resulting in
reduced demand for our products, increased rate of order cancellations or delays, increased risk of supplier
bankruptcy, increased rate of supply order cancellation or delays, increased risk of excess and obsolete inventories,
increased pressure on the prices for our products and services; and greater difficulty in collecting accounts receivable.

Risks Related to Ownership of our Common Stock
We could issue additional Common Stock, which might dilute the book value of our Common Stock.

Our board of directors has the authority, without action or vote of our stockholders, to issue all or a part of any
authorized but unissued shares. Such stock issuances may be made at a price that reflects a discount from the
then-current trading price of our Common Stock. We may issue securities that are convertible into or exercisable for a
significant amount of our Common Stock. These issuances would dilute your percentage ownership interest, which
would have the effect of reducing your influence on matters on which our stockholders vote, and might dilute the
book value of our Common Stock. You may incur additional dilution of net tangible book value if holders of stock
options, whether currently outstanding or subsequently granted, exercise their options or if warrant holders exercise
their warrants to purchase shares of our Common Stock. There can be no assurance that any future offering will be
consummated or, if consummated, will be at a share price equal or superior to the price paid by our investors even if
we meet our technological and marketing goals.

Our quarterly operating results are subject to fluctuations, and if we fail to meet the expectations of securities analysts
or investors, our share price may decrease significantly.

Our annual and quarterly results may vary significantly depending on various factors, many of which are beyond our
control. If our earnings do not meet the expectations of securities analysts or investors, the price of our stock could
decline. Also, because our sales are primarily made on a purchase order basis, customers may generally cancel, reduce
or postpone orders, resulting in reductions to our net sales and profitability.

Investment in our Common Stock is subject to price fluctuations and market volatility.
Historically, valuations of many small companies have been highly volatile. The securities of many small companies

have experienced significant price and trading volume fluctuations, unrelated to the operating performance or the
prospects of such companies.
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Future sales of Common Stock by our existing stockholders may cause our stock price to fall.

The market price of our Common Stock could decline as a result of sales by our existing stockholders of shares of
Common Stock in the market or the perception that these sales could occur. These sales might also make it more
difficult for us to sell equity securities at a time and price that we deem appropriate and thus inhibit our ability to raise
additional capital when it is needed.

Because we do not intend to pay cash dividends, our stockholders will receive no current income from holding our
stock.

We have paid no cash dividends on our capital stock to date and we currently intend to retain all of our future
earnings, if any, to fund the development and growth of our business. In addition, the terms of any future debt or
credit facility may

11
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preclude us from paying these dividends. As a result, capital appreciation, if any, of our Common Stock will be your
sole source of gain for the foreseeable future.

We are controlled by a small group of majority stockholders, and our minority stockholders will be unable to effect
changes in our governance structure or implement actions that require stockholder approval, such as a sale of the
Company.

George N. Hatsopoulos and John N. Hatsopoulos, who are brothers, beneficially own approximately 53.3% of our
outstanding shares of Common Stock. These stockholders have the ability to control various corporate decisions,
including our direction and policies, the election of directors, the content of our charter and bylaws and the outcome of
any other matter requiring stockholder approval, including a merger, consolidation and sale of substantially all of our
assets or other change of control transaction. The concurrence of our minority stockholders will not be required for
any of these decisions.

We are controlled by our two founding shareholders, George N. Hatsopoulos and John N. Hatsopoulos. These
shareholders are registering all of their holdings for resale and in the event this registration statement is declared
effective, they will be able to sell all of their Common Stock.

John N. Hatsopoulos (78) and George N. Hatsopoulos (86) are registering all of their holdings for resale primarily for
estate planning purposes. For that reason, the timing and the amount of any future sales by them is difficult to predict.
George Hatsopoulos is a director but not an officer of the Company. John Hatsopoulos is the Chief Executive Officer
and a key employee of the Company. If John Hatsopoulos or George Hatsopoulos were to sell a substantial portion of
their shares in the Company, they would no longer have a substantial continuing interest in the Company. If that were
to occur, it may have a material adverse effect on their performance as director or Chief Executive Officer, as
applicable, and on the business of the Company. Further, substantial sales of their common stock may result in a
decline in the market price of our Common Stock.

There has been a material weakness in our disclosure controls and procedures and our internal control over financial
reporting, which could harm our operating results or cause us to fail to meet our reporting obligations.

As of our fiscal year end, December 31, 2011, our principal executive officer and principal accounting officer
performed an evaluation of controls and procedures and concluded that our controls were not effective to provide
reasonable assurance that information required to be disclosed by our Company in reports that we file under the
Exchange Act, is recorded, processed, summarized and reported as when required. Management conducted an
evaluation of our internal control over financial reporting and based on this evaluation, management concluded that
the company’s internal control over financial reporting was not effective as of December 31, 2011. The Company
currently does not have personnel with a sufficient level of accounting knowledge, experience and training in the
selection, application and implementation of generally acceptable accounting principles as it relates to complex
transactions and financial reporting requirements. The Company also has a small number of employees dealing with
general controls over information technology security and user access. This constitutes a material weakness in
financial reporting. Any failure to implement effective internal controls could harm our operating results or cause us
to fail to meet our reporting obligations. Inadequate internal controls could also cause investors to lose confidence in
our reported financial information, which could have a negative effect on the trading price of our common stock, and
may require us to incur additional costs to improve our internal control system.

Trading of our Common Stock may be restricted by the SEC’s “penny stock™ regulations which may limit a stockholder’s
ability to buy and sell our stock.
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The SEC has adopted regulations which generally define “penny stock™ to be any equity security that has a market price
less than $5.00 per share or an exercise price of less than $5.00 per share, subject to certain exceptions. Our securities
may be covered by the penny stock rules, which impose additional sales practice requirements on broker-dealers who
sell to persons other than established customers and accredited investors. The penny stock rules require a
broker-dealer, prior to a transaction in a penny stock not otherwise exempt from the rules, to deliver a standardized
risk disclosure document in a form prepared by the SEC that provides information about penny stocks and the nature
and level of risks in the penny stock market. The broker-dealer also must provide the customer with current bid and
other quotations for the penny stock, the compensation of the broker-dealer and its salesperson in the transaction and
monthly account statement showing the market value of each penny stock held in the customer’s account. The bid and
offer quotations, and the broker-dealer and salesperson compensation information, must be given to the customer
orally or in writing prior to effecting the transaction and must be given to the customer in writing before or with the
customer’s confirmation. In addition, the penny stock rules require that prior to a transaction in a penny stock not
otherwise exempt from these rules, the broker-dealer must make a special written determination that the penny stock
is a suitable investment for the purchaser and receive the purchaser’s written agreement to the transaction. These
disclosure and suitability requirements may have the effect of reducing the level of trading activity in the
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secondary market for a stock that is subject to these penny stock rules. Consequently, these penny stock rules may
affect the ability of broker-dealers to trade our securities. We believe that the penny stock rules may discourage
investor interest in and limit the marketability of our capital stock. Trading of our capital stock may be restricted by
the SEC’s “penny stock” regulations which may limit a stockholder’s ability to buy and sell our stock.

The recently enacted JOBS Act will allow us to postpone the date by which we must comply with certain laws and
regulations and will reduce the amount of information provided by us in reports filed with the SEC. We cannot be
certain if the reduced disclosure requirements applicable to emerging growth companies will make our common stock
less attractive to investors.

We are and we will remain an “emerging growth company”, as defined in the Jumpstart Our Business Startups Act of
2012, or the JOBS Act, until the earliest to occur of (i) the last day of the fiscal year during which our total annual
gross revenues equal or exceed $1 billion (subject to adjustment for inflation), (ii) the last day of the fiscal year
following the fifth anniversary of our initial public offering, (iii) the date on which we have, during the previous
three-year period, issued more than $1 billion in non-convertible debt, or (iv) the date on which we are deemed a large
accelerated filer under the Exchange Act.

For so long as we remain an emerging growth company as we will not be required to:

have an auditor report on our internal controls over financial reporting pursuant to Section 404(b) of the
Sarbanes-Oxley Act;

comply with any requirement that may be adopted by the Public Company Accounting Oversight Board regarding
mandatory audit firm rotation or a supplement to the auditor’s report providing additional information about the audit
and the financial statements (i.e., an auditor discussion and analysis);

submit certain executive compensation matters to shareholder non-binding advisory votes;

submit for shareholder approval golden parachute payments not previously approved; and

disclose certain executive compensation related items such as the correlation between executive compensation and
financial performance and comparisons of the Chief Executive Officer’s compensation to median employee
compensation, when such disclosure requirements are adopted.

In addition, Section 107 of the JOBS Act also provides that an emerging growth company can take advantage of the
extended transition period provided in Section 7(a)(2)(B) of the Securities Act for complying with new or revised
accounting standards. An emerging growth company can therefore delay the adoption of certain accounting standards
until those standards would otherwise apply to private companies. However, we are choosing to “opt out” of such
extended transition period, and as a result, we will comply with new or revised accounting standards on the relevant
dates on which adoption of such standards is required for non-emerging growth companies. Section 107 of the JOBS
Act provides that our decision to opt out of the extended transition period for complying with new or revised
accounting standards is irrevocable.

We cannot predict if investors will find our common stock less attractive because we may rely on some of these
exemptions. If some investors find our common stock less attractive as a result, there may be a less active trading
market for our common stock and our stock price may be more volatile. If we avail ourselves of certain exemptions
from various reporting requirements, our reduced disclosure may make it more difficult for investors and securities
analysts to evaluate us and may result in less investor confidence.

SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS
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This prospectus contains forward-looking statements that involve substantial risks and uncertainties. All statements,

other than statements of historical facts, contained in this prospectus, including statements regarding our strategy,

future operations, future financial position, future revenues, projected costs, prospects, plans and objectives of

management, are forward-looking statements. The words “anticipate,” “believe,” “estimate,” “expect,” “intend,” “may,” “plan,
“predict,” “project,” “target,” “potential,” “will,” “would,” “could,” “should,” “continue,” and similar expressions are intended
forward-looking statements, although not all forward-looking statements contain these identifying words.

99 ¢ 29 ¢
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The forward-looking statements in this prospectus include, among other things, statements about:
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our future financial performance, including our revenue, cost of revenue, operating expenses and ability to achieve
and maintain profitability;

our ability to market, commercialize and achieve market acceptance for our combined heat and power systems or any
other product candidates or products that we may develop;

our ability to innovate and keep pace with changes in technology;

the success of our marketing and business development efforts;

our ability to maintain, protect and enhance our intellectual property;

the effects of increased competition in our market;

our ability to effectively manage our growth and successfully enter new markets; and

the attraction and retention of qualified employees and key personnel.

We may not actually achieve the plans, intentions or expectations disclosed in our forward-looking statements, and
you should not place undue reliance on our forward-looking statements. Actual results or events could differ
materially from the plans, intentions and expectations disclosed in the forward-looking statements we make. We have
included important factors in the cautionary statements included in this prospectus, particularly in the “Risk factors”
section, that we believe could cause actual results or events to differ materially from the forward-looking statements
that we make. Our forward-looking statements do not reflect the potential impact of any future acquisitions, mergers,
dispositions, joint ventures or investments we may make.

You should read this prospectus and the documents that we reference in this prospectus and have filed as exhibits to
the registration statement of which this prospectus is a part completely and with the understanding that our actual
future results may be materially different from what we expect. The forward-looking statements contained in this
prospectus are made as of the date of this prospectus, and we do not assume any obligation to update any
forward-looking statements except as required by applicable law.

USE OF PROCEEDS

We will not receive any proceeds from the sale of shares of Common Stock by the selling stockholders which are
offered by this prospectus.
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DETERMINATION OF OFFERING PRICE

The offering price for the shares in this offering was determined by our management. In determining the initial public
offering price of the shares we considered several factors including the following:

our status of business development;

our new business structure and operations;

prevailing market conditions, including the history and prospects for our industry;
our future prospects and the experience of our management; and

our capital structure.

Therefore, the public offering price of the shares does not necessarily bear any relationship to established valuation
criteria and may not be indicative of prices that may prevail at any time or from time to time in the public market for
the Common Stock. You cannot be sure that a public market for any of our securities will develop and continue or that
the securities will ever trade at a price at or higher than the offering price in this prospectus.

DILUTION

We are not selling any of the shares of our Common Stock in this offering. All of the shares sold in this offering will
be held by the selling stockholders at the time of the sale, so that no dilution will result from the sale of the shares.
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SELLING SECURITY HOLDERS

The 31,475,787 common shares being offered for resale pursuant to this registration statement, or Common Shares,
may be sold from time to time for the account of the selling security holders named in the following table. However,
the selling security holders are not obligated to sell any of our Common Shares offered by this prospectus.

Beneficial ownership is determined in accordance with the rules of the SEC. These rules generally attribute beneficial
ownership of securities to persons who possess sole or shared voting power or investment power with respect to those
securities. Except as otherwise indicated, all persons listed below have sole voting and investment power with respect
to the shares beneficially owned by them, subject to applicable community property laws. The information is not
necessarily indicative of beneficial ownership for any other purpose. With respect to selling stockholders that are
entities, the individuals who have voting or investment power over the shares, as indicated, disclaim beneficial
ownership of the securities except for their pecuniary interest therein.

The table below contains information, to our knowledge, regarding each selling security holder’s beneficial ownership
of our Common Shares as of the date of this prospectus, and as adjusted to reflect the sale of the shares offered hereby,
assuming that all of the shares offered hereby will be sold.

Shares Beneficially Owned Shares Beneficially Owned

Prior to Offering Shares Being After Offering
Selling stockholder Number Percentage Offered (1) Number (2) Percentage
John N. Hatsopoulos (3) 14,875,350 27.34 % 14,875,350 — *
George N. Hatsopoulos (4) 14,206,077 25.96 % 14,206,077 — *
Robert A. Panora (5) 778,400 1.43 % 653,400 125,000 *
Bruno Meier 500,000 * 500,000 — *
Charles T. Maxwell (6) 325,000 * 300,000 25,000 *
Pictet Bank & Trust (7) 250,000 * 250,000 — *
Angelina M. Galiteva (8) 225,000 * 100,000 125,000 *
Ahmed F. Ghoniem (9) 125,000 * 100,000 25,000 *
Hans Schopper 100,000 * 100,000 — *
JNH 1989 Family Trust f/b/o Nia
Marie Hatsopoulos (10) 230,491 * 170,480 60,011 *
JNH 1989 Family Trust f/b/o
Alexander Hatsopoulos (11) 230,491 ’ 170,480 60,011 .
Bonnie J. Brown (12) 350,000 * 50,000 300,000 *
Total 32,195,809 31,475,787 720,022

* Represents beneficial ownership of less than 1% of our outstanding Common Stock.
+ Member of our Board of Directors.
# Executive Officer

Shares beneficially owned by our security holders and offered hereby consist of 31,475,787 outstanding shares of
"Common Stock.
2.The number assumes each selling security holder sells all of its shares being offered pursuant to this prospectus.
3.Includes: (a) 8,540,838 shares of Common Stock held by J&P Enterprises LLC for the benefit of: (1) John N.
Hatsopoulos and (2) Patricia L. Hatsopoulos. John N. Hatsopoulos is the Executive Member of J&P Enterprises
LLC and has voting and investment power; (b) 2,375,077 shares of Common Stock held by John N. Hatsopoulos
and his wife, Patricia L. Hatsopoulos, as joint tenants with rights of survivorship, each of whom share voting and
investment power; and (c) 3,959,435 shares of Common Stock held by The John N. Hatsopoulos Family Trust 2007
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benefit of: (1) Patricia L. Hatsopoulos, (2) Alexander J. Hatsopoulos, and (3) Nia Marie Hatsopoulos, for which Dr.
George N. Hatsopoulos and Ms. Patricia L. Hatsopoulos are the trustees.
Includes: (a) 5,968,504 shares of Common Stock, directly held by Dr. George N. Hatsopoulos; (b) 7,934,350 shares
of Common Stock; held by Dr. Hatsopoulos and his wife, Daphne Hatsopoulos, as joint tenants, each of whom share
voting and investment power; and (c) 303,223 shares of Common Stock issuable upon conversion of $90,967
4.principal amount of 6% convertible debentures. This amount does not include 2,272,391 shares held in the 1994
Hatsopoulos Family Trust for the benefit of Dr. and Mrs. Hatsopoulos’ adult children, for whom Ms. Daphne
Hatsopoulos and Mr. Gordon Erhlich are the trustees. Dr. Hatsopoulos disclaims beneficial ownership of the shares
held by this trust. Dr. George N. Hatsopoulos is a director of the Company.
Includes 653,400 shares of Common Stock, directly held by Mr. Panora, who is the Chief Operating Officer and
"President of the Company.
6.Includes 300,000 shares of Common Stock, directly held by Mr. Maxwell, who is a director of the Company.
Includes 250,000 shares of Common Stock held by Pictet Bank & Trust. The address of Pictet Bank & Trust is
Bayside Executive Park, West Bay Street and Blake Road, Nassau Bahamas. Mr. Eric Messmer is the authorized
“signatory of the company and may be deemed to exercise voting and/or dispositive power with respect to these
shares.
Includes 100,000 shares of Common Stock, directly held by Ms. Galiteva, who is the Chairperson of the Board of
“the Company.
9.Includes 100,000 shares of Common Stock, directly held by Dr. Ghoniem, who is a director of the Company.
Includes 170,480 of Common Stock held in the JNH 1989 Family Trust for the benefit of Nia Marie Hatsopoulos,
10.for whom Mr. and Mrs. Paris Nicolaidis are the trustees. Mr. John N. Hatsopoulos disclaims beneficial ownership
of the shares held by this trust.
Includes 170,480 of Common Stock held in the JNH 1989 Family Trust for the benefit of Alexander J.
11.Hatsopoulos, for whom Mr. and Mrs. Paris Nicolaidis are the trustees. Mr. John N. Hatsopoulos disclaims
beneficial ownership of the shares held by this trust.
Includes 50,000 shares of Common Stock, directly held by Ms. Brown, who is the Chief Financial Officer of the
"Company.

Except for the current directors and officers as set forth in this Section and in the footnotes to the table above, other

than Mr. Paris Nikolaidis, a former director of the Company who resigned from our Board of Directors on July 15,
2010, none of the selling stockholders has held any position or office, or had any other material relationship with the
company within the past three years. See “Certain Relationships and Related Transactions” for a discussion of certain of
the selling security holders’ relationship to us and our affiliates.
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TECOGEN INC.

The 31,475,787 Common Shares being offered for resale pursuant to this registration statement were acquired by the

selling security holders as shown on the table below:

Founders Round One @ $0.0003 per share

George N. Hatsopoulos

John N. Hatsopoulos & Patricia L. Hatsopoulos

John N. Hatsopoulos Family Trust 2008

Founders Round Two @ $0.03 per share

George N. Hatsopoulos

J&P Enterprises LLC

John N. Hatsopoulos Family Trust 2008

Robert A. Panora

George N. Hatsopoulos

Private Placement @ $0.30 per share

Charles T. Maxwell

Charles T. Maxwell

Restricted Stock Award

Robert A. Panora

Robert A. Panora

Bonnie J. Brown

Angelina M. Galiteva

Conversion of Debt into Equity @ $0.30 per share
George & Daphne Hatsopoulos JT

John N. Hatsopoulos Family Trust 2008

George & Daphne Hatsopoulos JT

George & Daphne Hatsopoulos JT

J&P Enterprises LLC

J&P Enterprises LLC

Restricted Stock Award

Ahmed F. Ghoniem

Charles T. Maxwell

Warrant Exercise @ $0.30 per share

George N. Hatsopoulos

J&P Enterprises LLC

Conversion of Debt into Equity @ $0.50 per share
George N. Hatsopoulos

Private Placement @ $0.80 per share

Bruno Meier

Hans Schopper

Pictet Bank & Trust

JNH 1989 Family Trust f/b/o Nia Marie Hatsopoulos
JNH 1989 Family Trust f/b/o Alexander Hatsopoulos
JNH 1989 Family Trust f/b/o Nia Marie Hatsopoulos
JNH 1989 Family Trust f/b/o Alexander Hatsopoulos
Bruno Meier

Shares upon future exercise of Convertible Debenture
George N. Hatsopoulos (2)

Shares
Issued

3,900,000
2,375,077
1,524,923

1,627,609
2,573,088
1,326,912
100,000
190,000

100,000
100,000

533,400
20,000
50,000
100,000

2,191,600
1,107,600
3,900,000
1,842,750
3,900,000
1,842,750

100,000
100,000

225,000
225,000

25,895

250,000
100,000
250,000
166,667
166,667
3,813

3,813

250,000

303,223

Date
Issued(1)

7/24/2001
7/24/2001
7/24/2001

11/15/2000
11/15/2000
11/15/2000
5/15/2001
4/17/2002

3/1/2004
11/3/2006

12/4/2006
12/4/2006
12/13/2006
12/13/2006

1/1/2007
1/1/2007
9/30/2008
9/30/2008
9/30/2008
9/30/2008

10/1/2008
10/1/2008

3/26/2010
3/26/2010

9/24/2011

4/6/2012

5/10/2012
5/24/2012
9/30/2012
9/30/2012
9/30/2012
9/30/2012
12/3/2012

Share Price Amount

$0.0003
$0.0003
$0.0003

$0.030
$0.030
$0.030
$0.030
$0.300

$0.300
$0.300

$0.001
$0.001
$0.001
$0.001

$0.300
$0.300
$0.300
$0.300
$0.300
$0.300

$0.001
$0.001

$0.300
$0.300

$0.500

$0.800
$0.800
$0.800
$0.300
$0.300
$0.800
$0.800
$0.800

$0.300

$1,170
$713
$457

$48,828
$77,193
$39,807
$3,000

$57,000

$30,000
$30,000

$533
$20
$50
$100

$657,480
$332,280
$1,170,000
$552,825
$1,170,000
$552,825

$100
$100

$67,500
$67,500

$12,948

$200,000
$80,000
$200,000
$50,000
$50,000
$3,050
$3,050
$200,000

$90,967
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Total shares registered 31,475,787 $5,749,496

1. Includes shares of Common Stock that have been issued on the dates described in the table above.

2. Includes 303,223 shares of Common Stock issuable upon conversion of $90,967 principal amount of 6%
convertible debentures due September 24, 2013.
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TECOGEN INC.
PLAN OF DISTRIBUTION

The selling security holders may, from time to time, sell, transfer, or otherwise dispose of any or all of their Common
Shares on any stock exchange, market, or trading facility on which the shares are traded or in private transactions.
These dispositions may be at fixed prices, at prevailing market prices at the time of sale, at prices related to the
prevailing market price, at varying prices determined at the time of sale, or at negotiated prices. The selling security
holders will initially sell shares of our Common Stock at $0.80 per share, until such time as shares of our Common
Stock may be quoted on the OTC Bulletin Board or listed on a national or international securities exchange. The
selling security holders may use any one or more of the following methods when disposing of their Common Shares:

ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;

block trades in which the broker-dealer will attempt to sell the shares as agent, but may position and resell a portion of
the block as principal to facilitate the transaction;

purchases by a broker-dealer as principal and resale by the broker-dealer for its account;

an exchange distribution in accordance with the rules of the applicable exchange;

privately negotiated transactions;

through the writing or settlement of options or other hedging transactions, whether through an options exchange or
otherwise;

broker-dealers may agree with the selling security holders to sell a specified number of such shares at a stipulated
price per share;

& combination of any such methods of sale; and

any other method permitted by applicable law.

The selling security holders may, from time to time, pledge or grant a security interest in some or all of the Common
Shares owned in their name and, if they default in the performance of the secured obligations, the pledgees or secured
parties may offer and sell the Common Shares, from time to time, under this prospectus, or under an amendment to
this prospectus under Rule 424(b)(3) or other applicable provision of the Securities Act to include the pledgee,
transferee or other successors in interest as the selling security holders under this prospectus. The selling security
holders also may transfer the Common Shares in other circumstances, in which case the transferees, pledges, or other
successors in interest will be the selling beneficial owners for purposes of this prospectus.

In connection with the sale of our Common Shares, the selling security holders may enter into hedging transactions
with broker-dealers or other financial institutions and may also enter into option or other transactions with
broker-dealers or other financial institutions or the creation of one or more derivative securities which require the
delivery to such broker-dealer or other financial institution of Common Shares offered by this prospectus, which
shares such broker-dealer or other financial institution may resell pursuant to this prospectus (as supplemented or
amended to reflect such transaction).

The aggregate proceeds to the selling security holders from the sale of the Common Shares offered by them will be
the purchase price of the Common Shares less discounts or commissions, if any. The selling security holders reserve
the right to accept and, together with their respective agents from time to time, to reject, in whole or in part, any
proposed purchase of Common Shares to be made directly or through agents.

The selling security holders also may resell all or a portion of the Common Shares in transactions on the OTC Bulletin
Board a national, or international securities exchange, if and when our shares are quoted on the OTC Bulletin Board or
listed on a national, or international securities exchange, in reliance upon Rule 144 under the Securities Act, provided
that such transaction meets the criteria and conforms to the requirements of that rule.
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Any underwriters, broker-dealers, or agents that participate in the sale of the Common Shares may be “underwriters
within the meaning of Section 2(11) of the Securities Act. Any discounts, commissions, concessions, or profit they
earn on any resale of the shares may be underwriting discounts and commissions under the Securities Act.

To the extent required, the Common Shares to be sold, the name of the selling stockholder, the respective purchase
prices and public offering prices, the names of any agent, dealer, or underwriter, any applicable commissions or

discounts with
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TECOGEN INC.

respect to a particular offer will be set forth in an accompanying prospectus supplement or, if appropriate, a
post-effective amendment to the registration statement that includes this prospectus.

In order to comply with the securities laws of some states, if applicable, the Common Shares may be sold in these
jurisdictions only through registered or licensed brokers or dealers. In addition, in some states the Common Shares
may not be sold unless it has been registered or qualified for sale or an exemption from registration or qualification
requirements is available and is complied with.

We have advised the selling security holders that the anti-manipulation rules of Regulation M under the Exchange Act
may apply to sales of shares in the market and to the activities of the selling security holders and their affiliates. In
addition, to the extent applicable we will make copies of this prospectus (as it may be supplemented or amended from
time to time) available to the selling security holders for the purpose of satisfying the prospectus delivery
requirements of the Securities Act. The selling security holders may indemnify any broker-dealer that participates in
transactions involving the sale of the shares against certain liabilities, including liabilities arising under the Securities
Act.
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TECOGEN INC.
DESCRIPTION OF SECURITIES TO BE REGISTERED

Up to 31,475,787 shares of our Common Stock may be sold by the selling security holders pursuant to this prospectus.
The shares of common shares being offered for resale pursuant to this prospectus may be sold from time to time for
the account of the selling security holders named in the “Selling Security Holders” section of this prospectus.

General

The following description of our capital stock and provisions of our amended and restated certificate of incorporation
and bylaws are summaries and are qualified by reference to the charter and the bylaws that will be in effect upon the
effectiveness of this registration statement. These documents are filed as exhibits hereto.

Upon the effectiveness of this registration statement, our authorized capital stock will consist of 100,000,000 shares of
Common Stock, par value $0.001 per share.

The following description summarizes information about our capital stock. You can obtain more comprehensive
information about our capital stock by reviewing our certificate of incorporation and bylaws as well as the Delaware
General Corporation Law.

Common Stock

General. As of the date of this prospectus, there were 54,417,854 shares of our Common Stock outstanding, held of
record by 110 stockholders.

Voting Rights. Each holder of Common Stock is entitled to one vote per share on all matters properly submitted to a
vote of the stockholders, including the election of directors. Our charter will not provide for cumulative voting rights.
Because of this, but subject to the rights of any then outstanding shares of preferred stock, the holders of a majority of
the shares of Common Stock entitled to vote in any election of directors can elect all of the directors standing for
election, if they should so choose. An election of directors by our stockholders is determined by a plurality of the
votes cast by stockholders entitled to vote on the election.

Dividends. Subject to preferences that may be applicable to any then outstanding preferred stock, the holders of our
outstanding shares of Common Stock are entitled to receive dividends, if any, as may be declared from time to time by
our Board of Directors out of legally available funds.

Liquidation. In the event of our liquidation, dissolution or winding up, holders of Common Stock will be entitled to
share ratably in the net assets legally available for distribution to stockholders after the payment of all of our debts and
other liabilities, subject to the satisfaction of any liquidation preference granted to the holders of any outstanding
shares of preferred stock.

Rights and Preferences . Holders of our Common Stock have no preemptive, conversion or subscription rights, and
there are no redemption or sinking fund provisions applicable to our Common Stock with the exception of the
investment of Southern California Gas Company on June 13, 2011, which has certain stockholder rights and a
redemption right whereby the investor may redeem the shares for cash until the earlier of, the initiation of a public
offering of the Company by filing a registration statement with the SEC, or five years, whatever comes first. The
rights, preferences and privileges of holders of Common Stock are subject to and may be adversely affected by the
rights of the holders of shares of any series of preferred stock that we may designate and issue in the future. The filing
of our registration statement on Form S-1 on December 22, 2011, resulted in the expiration of the rights and

41



Edgar Filing: TECOGEN INC - Form S-1/A

preferences of the Southern California Gas Company; therefore as of September 30, 2012, we do not have any rights
or preferences outstanding.

Stock Options

As of September 30, 2012, we had 4,431,000 options outstanding under our Stock Plan, each with a weighted average
exercise price of $0.49 per share.

Warrants

As of September 30, 2012, there were no warrants outstanding.
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Registration Rights

The Company is not a party to any registration rights agreements.
Delaware Anti-Takeover Law and Charter and Bylaws Provisions

Delaware Anti-Takeover Law. We are subject to Section 203 of the Delaware General Corporation Law. Section 203
of that law generally prohibits a public Delaware corporation from engaging in a “business combination” with an
“interested stockholder” for a period of three years after the date of the transaction in which the person became an
interested stockholder, unless the interested stockholder attained such status with the approval of our Board of
Directors, the business combination is approved in a prescribed manner or the interested stockholder acquired at least
85% of our outstanding voting stock in the transaction in which it became an interested stockholder. A “business
combination” includes, among other things, a merger or consolidation involving us and the “interested stockholder” and
the sale of more than 10% of our assets. In general, an “interested stockholder” is any entity or person beneficially
owning 15% or more of our outstanding voting stock and any entity or person affiliated with or controlling or
controlled by such entity or person.

Certificate of Incorporation and Bylaws. Provisions of our certificate of incorporation and bylaws may delay or
discourage transactions involving an actual or potential change of control or change in our management, including
transactions in which stockholders might otherwise receive a premium for their shares, or transactions that our
stockholders might otherwise deem to be in their best interests. Therefore, these provisions could adversely affect the
price of our Common Stock if and when it becomes tradable. Among other things, our charter and bylaws:

authorize the issuance of “blank check™ preferred stock, the terms of which may be established and shares of which may
be issued without stockholder approval;

eliminate the ability of stockholders to call a special meeting of stockholders; and

establish advance notice requirements for nominations for election to the Board of Directors or for proposing matters
that can be acted upon at stockholder meetings.

The amendment of any provisions of our charter by the stockholders would require the approval of the holders at least
two-thirds of our then outstanding Common Stock. Our by-laws may be amended or repealed by a majority vote of
our Board of Directors or by the affirmative vote of the holders of at least two-thirds of our then outstanding Common
Stock.

Over-the-Counter (OTC) Bulletin Board and National, or International Securities Exchange

Following the effectiveness of this registration statement, we intend to arrange for the quotation of our Common Stock
on the OTC Bulletin Board or the listing of our Common Stock on a national or international securities exchange.

Authorized but Unissued Shares

The authorized but unissued shares of Common Stock and preferred stock are available for future issuance without
stockholder approval, subject to any limitations imposed by regulatory authorities. These additional shares may be
used for a variety of corporate finance transactions, acquisitions and employee benefit plans. The existence of
authorized but unissued and unreserved Common Stock and preferred stock could make it more difficult or discourage
an attempt to obtain control of us by means of a proxy contest, tender offer, merger or otherwise.

Transfer Agent and Registrar
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The transfer agent and registrar for our Common Stock will be Continental Stock Transfer and Trust Company.
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TECOGEN INC.
EXPERTS

The consolidated financial statements as of and for the periods ended December 31, 2011 and 2010, appearing in this
registration statement and prospectus have been audited by McGladrey LLP (formerly McGladrey & Pullen, LLP), an
independent registered public accounting firm, as stated in their report appearing elsewhere herein, and are included in
reliance upon such report and upon the authority of such firm as experts in accounting and auditing.

No expert or counsel named in this prospectus as having prepared or certified any part of this prospectus or having
given an opinion upon the validity of the securities being registered or upon other legal matters in connection with the
registration or offering of the Common Stock was employed on a contingency basis, or had, or is to receive, any
interest, directly or indirectly, in our Company or any of our parents or subsidiaries. Nor was any such person
connected with us or any of our parents or subsidiaries, if any, as a promoter, managing or principal underwriter,
voting trustee, director, officer, or employee.

LEGAL MATTERS

The validity of our Common Stock offered under this prospectus will be passed upon by Sullivan & Worcester LLP,
Boston, Massachusetts.
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TECOGEN INC.
BUSINESS
Overview

Tecogen designs, manufactures, and sells systems that produce electricity, hot water, and air conditioning for
commercial and industrial buildings. These systems, powered by natural gas engines, are efficient because they drive
electric generators or compressors — which reduce the amount of electricity purchased from the utility — plus they use the
engine’s waste heat for water heating, space heating, and/or air conditioning at the customer’s building. We call this
cogeneration technology CHP for combined heat and power.

Tecogen manufactures three types of CHP products:

€Cogeneration units that supply electricity and hot water;
Chillers that provide air-conditioning and hot water; and
High-efficiency water heaters.

All of these are standardized, modular, small-scale CHP products, with a limited number of designs that can serve
many different types of customers. The market for these products is driven by their ability to reduce energy costs,
carbon emissions, and customers’ dependence on the electric grid. Other factors behind the demand for natural
gas-fueled CHP systems include America’s growing natural gas reserves and its domestic energy policies, as well as
customers’ desire to become more socially responsible. Traditional customers for our cogeneration and chiller systems
include hospitals and nursing homes, colleges and universities, health clubs and spas, hotels and motels, office and
retail buildings, food and beverage processors, multi-unit residential buildings, laundries, ice rinks, swimming pools,
factories, municipal buildings, and military installations.

Our CHP technology uses low-cost, mass-produced engines manufactured by GM and Ford, which we modify to run
on natural gas. In the case of our mainstay cogeneration and chiller products, the engines have proved to be
cost-effective and reliable. In 2009, our research team developed a low-cost process for removing air pollutants from
the engine exhaust. This low-emissions technology gives our natural gas engines exceptionally low levels of “criteria”
air pollutants (those that are regulated by the EPA because they can harm human health and the environment).

After a successful field test of more than a year, in 2012 we introduced the technology commercially as an option for
all of our products under the trade name Ultra (patent pending). The Ultra low-emissions technology repositions our
engine-driven products in the marketplace, making them comparable environmentally with emerging technologies
such as fuel cells, but at a much lower cost and greater efficiency.

Our CHP products are sold directly to customers by our in-house marketing team and by established sales agents and
representatives, including American DG Energy and EuroSite Power which are affiliated companies. We have an
installed base of more than 2,100 units. Many have been operating for almost 25 years. Our principal engine supplier
is GM, and principal generator supplier is Marathon Electric. To produce air conditioning, our engines drive a
compressor purchased from J&E Hall International.

In 2009, we created a subsidiary, Ilios, to develop and distribute a line of high-efficiency heating products, starting
with a water heater. These products are much more efficient than conventional boilers in commercial buildings and

industrial processes (see “Our Products” below). As of the date of this prospectus, we own a 65.0% interest in Ilios.

Tecogen was formed in the early 1960s as the Research and Development New Business Center of Thermo Electron
Corporation, which is now Thermo Fisher Scientific Inc. For the next 20 years, this group performed fundamental and
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applied research in many energy-related fields to develop new technologies. During the late 1970s, new federal
legislation enabled electricity customers to sell power back to their utility. Thermo Electron saw a fit between the
technology and know-how it possessed and the market for cogeneration systems.

In 1982, the Research and Development group released its first major product, a 60-kilowatt (kW) cogenerator. In the
late 1980s and early 1990s, they introduced air-conditioning and refrigeration products using the same gas
engine-driven technology, beginning with a 150-ton chiller (tons are a measure of air-conditioning capacity). In 1987,
Tecogen was spun out as a separate entity by Thermo Electron and in 1992 Tecogen became a division of the newly
formed Thermo Power Corporation.
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In 2000, Thermo Power Corporation was dissolved, and Tecogen was sold to private investors including Thermo
Electron’s original founders, Dr. George N. Hatsopoulos and John N. Hatsopoulos. Tecogen Inc. was incorporated in
the State of Delaware on November 15, 2000. Our business and registered office is located at 45 First Avenue,
Waltham, Massachusetts, 02451. Our telephone number is 781-466-6400.

Industry Background

During the 20th century, fossil-fuel power plants worldwide evolved toward large, complex central stations using
high-temperature steam turbines. This technology, though steadily refined, reached a maximum efficiency of about
40% that persists to this day. According to the EPA website, the average efficiency of fossil-fuel power plants in the
United States is 33% and has remained virtually unchanged for four decades.

The efficiency limitation reached in steam power plant design is universal in devices that convert the chemical energy
from a burned fuel to electric power. This upper boundary is due not only to practical design limitations, but also to
the fundamental thermodynamic barriers inherent in energy conversion. The limit can be exceeded only incrementally
and at significant cost.

The best efficiency obtainable today is about 50%, from either a combined-cycle steam turbine or a fuel cell, as stated
by the Northwest Power Planning Council report of August 2002, titled ‘“Natural Gas Combined-cycle Gas Turbine
Power Plants.” A combined-cycle system incorporates a second turbine powered by exhaust gases from the first
turbine. Large-scale replacement of existing power plants with combined-cycle technology would take decades, be
very expensive, and yield marginal benefits. Fuel cells remain very expensive, and they are mostly confined to highly
subsidized projects aimed at proving that the technology works.

CHP - which harnesses waste energy from the power generation process and puts it to work on-site — can boost the
efficiency of energy conversion to nearly 90%, a better than two-fold improvement over central steam plants. Power
generation alone, without capturing and using waste heat, cannot exceed an ideal, theoretical efficiency of about 70%,
according to the basic thermodynamic laws governing energy conversion from fossil fuel combustion.

The implications of the CHP approach are significant. If CHP were applied on a large scale, global fuel usage might
be curtailed dramatically. Small on-site power systems, in sizes like boilers and furnaces, would serve customers
ranging from homeowners to large industrial plants. This is described as “distributed” energy, in contrast to central
power.

CHP became recognized in the late 1970s as a technology essential to reduce fossil fuel consumption, pollution, and
grid congestion. Since then, CHP has been applied increasingly around the world, mainly to reduce consumers’ energy
costs but also for its societal benefits. According to a report by the International Energy Agency, or IEA, titled
“Sustainable energy technologies for today...and tomorrow (2009),” the value of CHP technology to customers and
policy makers stems from the fact that CHP systems are “inherently energy efficient and produce energy where it is
needed.”

According to the IEA report, the benefits of CHP include:

Dramatically increased fuel efficiency;

Reduced emissions of carbon dioxide (CO2) and other pollutants;
Cost savings for the energy consumer;

Reduced need for transmission and distribution networks; and
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Beneficial use of local energy resources, providing a transition to a low-carbon future.
CHP generates about 10% of the world’s electricity. With CHP-friendly policies in place, most countries could double

or triple their existing CHP power output by 2030 (Figure 1). According to the IEA report, CHP could supply up to
24% of global generation, while meeting 40% of Europe’s target reductions in carbon emissions.
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Figure 1 - Major Economies’ CHP Potential

Source: IEA report, Cogeneration and District Energy:
Sustainable energy technologies for today...and tomorrow (2009)
(Data from 2008)

For the United States, this IEA report indicates the potential for CHP could increase from approximately 8% share of
electricity generation in 2005 to approximately 18% by 2030. Given U.S. electric demand of about 500,000
megawatts in 2012, CHP could account for up to 35,000 megawatts of new capacity through 2030 in a broad spectrum
of sizes and market sectors. Moreover, an Executive Order to accelerate investments in industrial energy efficiency,
including CHP released by the White House on August 30, 2012, has set a new national goal of 40 gigawatts, or GW,
of new CHP in the United States, thus accelerating this IEA timetable by 10 years.

On-site CHP not only eliminates the loss of electric power during transmission, but also offsets the capital expense of
upgrading or expanding the utility infrastructure. The national electric grid is already challenged to keep up with
existing power demand. The grid consists of power generation plants as well as the transmission and distribution
network consisting of substations and wires.

Power plants are aging, and plans for new power plants are on the decline (Figure 2). According to the U.S. Energy

Information Administration’s “Form EIA-860 Annual Electric Generator Report (2010),” the average age of a U.S.
coal-fired power plant is 44 years. Coal plants account for about 30% of the nation’s generation capacity.
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Figure 2 — Proposed U.S. New Capacity: Coal, Natural Gas, Wind, and Nuclear
Source: National Energy Technology Laboratory, Tracking New Coal Fired Power Plants (2012).

In addition, the transmission and distribution network is operating at capacity in urban areas. Decentralizing power
generation by installing equipment at customer sites not only relieves the capacity burden on existing power plants,
but also unburdens transmission and distribution lines. This ultimately improves the grid’s reliability and reduces the
need for costly upgrades. Consolidated Edison, Inc., the electric utility of New York City and surrounding areas,
intends to integrate energy efficiency, distributed generation, and demand response as a way to defer new
infrastructure investments, according to the utility’s 2010 long-range plan.

We believe that increasingly favorable economic conditions could improve our business prospects domestically and
abroad. Specifically, we believe that natural gas prices might increase from their current depressed values, but only
modestly, while electric rates could go up over the long-term as utilities pay for better emission controls, efficiency
improvements, and the integration of renewable power sources. The net result of relative gas and electric prices could
be greater cost savings and annual rates of return to CHP customers.

Moreover, we believe that natural gas could win favor politically as a domestic fuel with low carbon emissions.
Government policy, both here and abroad, might promote CHP as a way to conserve natural resources and reduce
carbon and toxic emissions. Renewable wind and solar sources could encounter practical limitations, while nuclear
power is likely to be affected by its safety setbacks.

Tecogen’s Strategy for Growth

Target markets and new customers

The traditional markets for CHP systems are buildings with long hours of operation and with coincident demand for
electricity and heat. Traditional customers for our cogeneration systems include hospitals and nursing homes, colleges
and universities, health clubs and spas, hotels and motels, office and retail buildings, food and beverage processors,

multi-unit residential buildings, laundries, ice rinks, swimming pools, factories, municipal buildings and military
installations.
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Traditional customers for our chillers overlap with those for our cogeneration systems. Chiller applications include
schools, hospitals and nursing homes, office and apartment buildings, hotels, retailers, ice rinks and industrial
facilities. Engine-driven chillers are ideal replacements for aging electric chillers, since they both take up about the
same amount of floor space.

The Company believes that the largest number of potential new customers in the U.S. require less than 1,000 kW of
electric power and less than 1,200 tons of cooling capacity. We are targeting customers in states with high electricity
rates in the commercial sector, such as California, Connecticut, Massachusetts, New Hampshire, New Jersey and New
York.

As stated earlier, the total US Market Potential in 2030 is projected to be 35,000 MW. In order to estimate the share of
that market in our size range, we reference a study done by ICF International on the California market that breaks
down projected market penetration by kW output range. According to Combined Heat and Power Market Assessment
of the California Energy Commission (April 2010), in 2029, new CHP in the size range that fits our products (50 kW
to 500 kW), is projected to be 476 MW in the base case, or 684 MW if incentives such as carbon credits and power
export credits are considered. This size range constitutes 17.4% of the total California market potential in the base
case, or 11% in the case with incentives. If we assume California’s apportionment of small size CHP is applicable to
the country, we can estimate the US market addressable by our products as 17.4% of 35,000 MW in the base case
(11% with incentives) which amounts to 6,100 MW (3,864 MW with incentives). If we assume we can capture 30%
of this market, the potential over the next twenty years is 11,600 — 18,300 InVerde (100 kW) units, or approximately
$1.3 — 2.1 billion in revenue (@ $112,500 per unit).

An Executive Order to accelerate investments in industrial energy efficiency, was promulgated in August 2012. In
response, the Department of Energy, or DOE, and the EPA released a new report titled “Combined Heat and Power: A
Clean Energy Solution” that projects $40-$80 billion of new capital investment in CHP in the next decade based upon
the goal of a 40 GW expansion of CHP of all sizes. Our potential market share of that market is difficult to predict.

The largest market sectors identified by ICF that are suitable for our products closely match our sales data from
January 2007 through June 2012 (Figure 3).

Figure 3 - Tecogen Customer Distribution (CHP and Engine-Driven Chiller Systems)

From January 2007 through June 2012
Source: Tecogen Inc.
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The ICF report reveals CHP’s relatively low existing market penetration in the smaller system sizes. Given that
multi-megawatt CHP is already well-established (Table 1), the market opportunity increases as size decreases. Small
systems (less than 1 megawatt) may grow almost six-fold. The missed opportunity is evident and likely even more
disproportionate nationally. Most areas of the country, except the Northeast, are essentially without measurable CHP
systems.

Table 1 — CHP Market Penetration by Size in California and Potential Through 2029
Source: ICF International, Combined Heat and Power Market Assessment (2010)

System Size (MW) <1 1-4.9 5-19.9 >20

2009 Inventory (MW) 200 350 750 7,900

New Potential Through 2029 (MW) 1,138 1,279 764 3,015

Relative Growth Potential (%) 569 % 365 % 102 % 38 %

The DOE/EPA report confirms that CHP is a “largely untapped resource” and states that there is significant technical
market potential for CHP at commercial and institutional facilities at just over 65 GW. This report also indicates that
there was a significant decline in CHP in the early 2000s due to deregulation of the power markets that resulted in
market uncertainty and delayed energy investments. However, a significant rebound and expansion of the CHP market
may occur because of the following emerging drivers:

1.Changing outlook for natural gas supply and pricing as a result of shale exploration

2.Growing State policymaking and support
Changing market conditions for the power and industrial sectors such as ageing power plants and boilers, as well as
‘more strict air regulations.

We intend to seek customers, both domestic and international, in areas where utility pricing and government policy
align with our advantages. These areas would include regions that have strict emissions regulations, such as
California, or those that reward CHP systems that are especially non-polluting, such as New Jersey. There are
currently 23 states that recognize CHP as part of their Renewable Portfolio Standards or Energy Efficiency Resource
Standards and several of them, including New York, California, Massachusetts, New Jersey and North Carolina, have
initiated specific incentive programs for CHP (DOE/EPA report).

Our new microgrid capability, where multiple InVerde units can be seamlessly isolated from the main utility grid in
the event of an outage and re-connected to it afterward, will likewise be exploited wherever utilities have resisted
conventional generator interconnection but have conceded to UL-certified inverters (such as Consolidated Edison in
New York and Pacific Gas and Electric Company in California). Because our InVerde systems operate independently
from the grid, we also plan to exploit the need for outage security in certain market segments. These segments include
military bases, hospitals, nursing homes, and hotels.

As noted above in “Industry Background”, the IEA report estimates that world power from CHP, currently at 10%,
could increase to 24% under a best-case scenario. We hope to participate in a robust international market, which we
believe will be as large as or larger than the domestic market.

Alliances

We continue to forge alliances with utilities, government agencies, universities, research facilities, and manufacturers.
We have already succeeded in developing new technologies and products with several entities, including:
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General Motors Company — supplier of raw materials pursuant to a supplier agreement since the development of our
cogeneration product in the early 1960s.

California Energy Commission — research and development contracts since 2004.

Sacramento Municipal Utility District — has provided test sites for the Company since 2010.

Southern California Gas Company and San Diego Gas & Electric Company, each a Sempra Energy subsidiary —have
granted us research and development contracts since 2004.

L awrence Berkeley National Laboratory — research and development contracts since 2005.
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Consortium for Electric Reliability Technology Solutions — research and development contracts and provided a test site
to the Company since 2005.

The AVL California Technology Center — support role in performance of research and development contracts as well
as internal research and development on our emission control system from August 2009 to November 2011.

We also have an exclusive licensing agreement from the Wisconsin Alumni Research Foundation (WARF) for its
proprietary control software that enables our microgrid system. The software allows our products to be integrated as a
microgrid, where multiple InVerde units can be seamlessly isolated from the main utility grid in the event of an outage
and re-connected to it afterward. The licensed software allows us to implement such a microgrid with minimal control
devices and associated complexity and cost. Tecogen pays WAREF a royalty for each cogeneration module sold using
the licensed technology. Such royalty payments have been in the range of $5,000 to $20,000 on an annual basis
through the year ended December 31, 2012. In addition, WAREF reserved the right to grant non-profit research
institutions and governmental agencies non-exclusive licenses to practice and use the inventions of the Licensed
Patents for Non-Commercial Research Purposes.

Our efforts to forge partnerships continue to focus on utilities, particularly to promote the InVerde, our most
utility-friendly product. The nature of these alliances vary by utility, but could include simplified interconnection,
joint marketing, ownership options, peak demand mitigation agreements, and customer services. We are currently
installing a microgrid with the Sacramento Municipal Utility District at its headquarters in Sacramento, California,
where the central plant will incorporate three InVerde systems equipped with our Ultra low-emissions technology.
Some expenses for this project are being reimbursed to the utility through a grant from the California Energy
Commission.

Certain components of our InVerde