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PART I
Forward-Looking Statements

This annual report on Form 10-K of Liquidmetal Technologies, Inc. contains “forward-looking statements™ that may state our management’s current expectations,
estimates, forecasts, and projections about the company and its business. Any statement in this report that is not a statement of historical fact is a forward-looking
statement, and in some cases, words such as “believe,” “estimate,” “project,” “expect,” “intend,” “may,” “anticipate,” “plans,” “seeks,” and similar expressions identify
forward-looking statements. Forward-looking statements involve risks and uncertainties that could cause actual outcomes and results to differ materially from the
anticipated outcomes or result. These statements are not guarantees of future performance, and undue reliance should not be placed on these statements. It is important to
note that Liquidmetal Technologies, Inc.’s actual results could differ materially from what is expressed in our forward-looking statements due to the risk factors
described in the section of this report entitled “Factors Affecting Future Results,” as well as the following risks and uncertainties:

” » & » » »

 Our history of losses and uncertainty surrounding our ability to achieve profitability;

* Our limited history of manufacturing products from bulk amorphous alloys;

» Lengthy customer adoption cycles and unpredictable customer adoption practices;

* Our ability to identify, develop, and commercialize new product applications;

» Competition from other materials;

* Our ability to consummate strategic partnerships in the future;

» The potential for manufacturing problems or delays;

 Potential difficulties associated with protecting or expanding our intellectual property position; and
» Pending shareholder litigation against the Company

Liquidmetal Technologies, Inc. undertakes no obligation to update publicly any forward-looking statements, whether as a result of new information, future events or
otherwise.

Item 1. Business
Overview

We are a materials technology company that develops and commercializes products made from amorphous alloys. Our Liquidmetal® family of alloys consists of a
variety of proprietary coatings, powders, bulk alloys, and composites that utilize the advantages offered by amorphous alloy technology. We develop, manufacture, and
sell products and components from bulk amorphous alloys to customers in various industries, and we also partner with third-party licensees and distributors to develop
and commercialize bulk Liquidmetal alloy products. We believe that our proprietary bulk alloys are the only commercially viable bulk amorphous alloys currently
available in the marketplace. In addition to our bulk alloys, we market and sell a line of proprietary amorphous alloy-based industrial coatings under the Liquidmetal®

Armacor ™ Coatings brand.

Amorphous alloys are unique materials that are distinguished by their ability to retain a random atomic structure when they solidify, in contrast to the crystalline
atomic structure that forms in other metals and alloys when they solidify. Liquidmetal alloys possess a combination of performance, processing, and potential cost
advantages that we believe will make them preferable to other materials in a variety of applications. The amorphous atomic structure of our alloys enables them to
overcome certain performance limitations caused by inherent weaknesses in crystalline atomic structures, thus facilitating performance and processing characteristics
superior in many ways to those of their crystalline counterparts. For example, our zirconium-titanium Liquidmetal alloys are approximately 250% stronger than
commonly used titanium alloys such as Ti-6Al-4V, but they also have some of the beneficial processing characteristics more commonly associated with plastics. We
believe these advantages could result in Liquidmetal alloys supplanting high-performance alloys, such as titanium and stainless steel, and other incumbent materials in a
wide variety of applications. Moreover, we believe these advantages could enable the introduction of entirely new products and applications that are not possible or
commercially viable with other materials.

General Corporate Information

We were originally incorporated in California in 1987, and we reincorporated in Delaware in May 2003. Our principal executive offices are located at 25800
Commercentre Dr., Suite 100, Lake Forest, California 92630. Our telephone number at that address is (949) 206-8000. Previously, our principal executive offices were
located in Tampa, Florida. In December 2003, we consolidated all corporate functions into our Lake Forest facility, which had previously
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served as our principal research and development office. Our Internet website address is www.liquidmetal.com and all of our filings with the Securities and Exchange
Commission are available free of charge on our website.

Our Technology

The performance, processing, and potential cost advantages of Liquidmetal alloys are a function of their unique atomic structure and their proprietary material
composition.

Unique Atomic Structure

The atomic structure of Liquidmetal alloys is the fundamental feature that differentiates them from other alloys and metals. In the molten state, the atomic particles of
all alloys and metals have an amorphous atomic structure, which means that the atomic particles appear in a completely random structure with no discernible patterns.
However, when non-amorphous alloys and metals are cooled to a solid state, their atoms bond together in a repeating pattern of regular and predictable shapes, or
crystalline grains. This process is analogous to the way ice forms when water freezes and crystallizes. In non-amorphous metals and alloys, the individual crystalline
grains contain naturally occurring structural defects that limit the potential strength and performance characteristics of the material. These defects, known as dislocations,
consist of discontinuities or inconsistencies in the patterned atomic structure of each grain. Unlike other alloys and metals, bulk Liquidmetal alloys can retain their
amorphous atomic structure throughout the solidification process and therefore do not develop crystalline grains and the associated dislocations. Consequently, bulk
Liquidmetal alloys exhibit superior strength and other superior performance characteristics compared to their crystalline counterparts. Our Liquidmetal alloy coatings, in
contrast to our bulk alloys, have a crystalline atomic structure when initially applied, but their atomic structure becomes amorphous as the coatings rub against surfaces
under force, thus improving their performance over time.

Prepictios of srysisting Thepiction of amorphous
aLme SrueTune R shractue

Prior to 1993, commercially viable amorphous alloys could be created only in thin forms, such as coatings, films, or ribbons. However, in 1993, researchers at the
California Institute of Technology (Caltech) developed the first commercially viable amorphous alloy in a bulk form. Today, bulk Liquidmetal alloys can be formed into
objects that are up to one inch thick, and we are not aware of any other commercially available amorphous alloys that can achieve this thickness. We have the exclusive
right to commercialize bulk amorphous alloy technology through a license agreement with Caltech and other patents that we own.

Proprietary Material Composition

The constituent elements and percentage composition of Liquidmetal alloys are critical to their ability to solidify into an amorphous atomic structure. We have several
different alloy compositions that have different constituent elements in varying percentages. These compositions are protected by various patents that we own or
exclusively license from third parties, including Caltech. The raw materials that we use in Liquidmetal alloys are readily available and can be purchased from multiple
suppliers.

Advantages of Liquidmetal Alloys

Liquidmetal alloys possess a unique combination of performance, processing and cost advantages that we believe makes them superior in many ways to other
commercially available materials for a variety of existing and potential future product applications.
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Performance Advantages

Our bulk Liquidmetal alloys provide several distinct performance advantages over other materials, and we believe that these advantages make the alloys desirable in
applications that require high strength, strength-to-weight ratio, elasticity and hardness. The following graphs compare the strength, strength-to-weight ratio, elasticity
and hardness properties of our zirconium-titanium bulk alloy composition (as measured in laboratory tests) against those of several other alloys that are widely used
today in commercial applications.

Strength
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The strength of a material is frequently measured in terms of yield strength, which is the stress at which definite damage or deformation occurs to the material with
little or no increase in load. Yield strength is an important performance measure in many structural applications where the potential cost of damage is high, such as
orthopedic devices.

Strength-to-Weight Ratio
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A material’s strength-to-weight ratio, or specific strength, can be defined as its yield strength divided by its specific gravity. A high strength-to-weight ratio is
particularly important in applications in which the damage costs are high and weight is a consideration, such as protective casings for electronic devices.

Elasticity
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Elasticity is a measure of a material’s ability to return to its original shape after being stretched or forced out of shape. The elastic strain limit, or elastic limit, of a
material is the point at which permanent damage or deformation starts. Elasticity is an important performance measurement in applications that need to resist permanent
damage from impact to protect aesthetics or in applications where energy transfer is important, such as golf club heads.
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Hardness
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Hardness measures a material’s ability to resist penetration and wear by another material. In the widely used Vickers hardness test, a diamond point is pressed slowly
against the surface of the material with a prescribed force. The area of the dent is measured to yield the Vickers hardness number. Hardness is important in applications
that are subject to wear and cosmetic durability, such as cell phone casings.

Data Source: http://www.matweb.com (other than data relating to bulk Liquidmetal alloys). This online database contains comprehensive information regarding the
properties of various materials. Data relating to bulk Liquidmetal alloy comes from Scripta Metallurgica, Vol. 30, pp. 431 and 433, 1994, and Applied Physics Letters,
Vol. 71, p. 476, 1997, both of which describe laboratory tests performed by the California Institute of Technology.

(1) The aluminum alloy being compared here is 7075-T6, a widely used high-strength aluminum alloy. This alloy is used in aerospace, automotive, defense, and other
applications.

(2) The titanium alloy being compared here is a type of Ti-6Al-4V, a widely used titanium alloy particularly known for its high strength. This alloy is commonly used in
structural, aircraft, biomedical, and other applications. The properties being shown here are the properties exhibited by the cast form of the material.

(3) The alloy being compared here is a type of corrosion-resistant cast steel heat-treated to 5528 C, similar to the alloy known in the steel industry as 17-4 stainless, a
widely used premium stainless steel. This alloy is utilized in industrial, aerospace, aircraft, and other applications.

The high yield strength of bulk Liquidmetal alloys means that a high amount of stress must be exerted to create permanent deformation. However, because the yield
strength is so high, the yield strength of many of our bulk Liquidmetal alloy compositions is very near their ultimate strength, which is the measure of stress at which
total breakage occurs. Therefore, very little additional stress may be required to break an object made of bulk Liquidmetal alloys once the yield strength is exceeded.
Although we believe that the yield strength of many of our bulk alloys exceeds the ultimate strength of most other commonly used alloys and metals, our bulk alloys
may not be suitable for certain applications, such as pressurized tanks, in which the ability of the material to yield significantly before it breaks is more important than its
strength advantage. Additionally, although our bulk alloys show a high resistance to crack initiation because of their very high strength and hardness, certain of our bulk
alloys are sensitive to crack propagation under certain long-term, cyclical loading conditions. Crack propagation is the tendency of a crack to grow after it forms. We are
currently developing new alloy compositions that have improved material properties to overcome these limitations.

Processing Advantages

The processing of a material generally refers to how a material is shaped, formed, or combined with other materials to create a finished product. Bulk Liquidmetal
alloys possess processing characteristics that we believe make them preferable to other materials in a wide variety of applications. In particular, our alloys are amenable
to processing options that are similar in many respects to those associated with plastics. For example, we believe that bulk Liquidmetal alloys have superior net-shape
casting capabilities as compared to high-strength crystalline metals and alloys. “Net-shape casting” is a type of casting that permits the creation of near-to-net shaped
products that do not require much costly post-cast processing or machining. Additionally, unlike most metals and alloys, our bulk Liquidmetal alloys are capable of
being thermoplastically molded in bulk form. Thermoplastic molding consists of
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heating a solid piece of material until it is transformed into a moldable state, although at temperatures much lower than the melting temperature, and then introducing it
into a mold to form near-to-net shaped products. Accordingly, thermoplastic molding can be beneficial and economical for net shape fabrication of high-strength
products.

Bulk Liquidmetal alloys also permit the creation of composite materials that cannot be created with most non-amorphous metals and alloys. A composite is a material
that is made from two or more different types of materials. In general, the ability to create composites is beneficial because constituent materials can be combined with
one another to optimize the composite’s performance characteristics for different applications. In other metals and alloys, the high temperatures required for processing
could damage some of the composite’s constituent materials and therefore limit their utility. However, the relatively low melting temperatures of bulk Liquidmetal alloys
allow mild processing conditions that eliminate or limit damage to the constituent materials when creating composites. In addition to composites, we believe that the
processing advantages of Liquidmetal alloys will ultimately allow for a variety of other finished forms, including a coating or a spray. Most high-strength metals and
alloys cannot be processed into these forms.

Notwithstanding the foregoing advantages, our bulk Liquidmetal alloys possess certain limitations relative to processing. The beneficial processing features of our
bulk alloys are made possible in part by the alloys’ relatively low melting temperatures. Although a lower melting temperature is a beneficial characteristic for
processing purposes, it renders certain bulk alloy compositions unsuitable for certain high-temperature applications, such as jet engine exhaust components.

Additionally, the current one-inch thickness limitation of our zirconium-titanium bulk alloy renders our alloys currently unsuitable for use as structural materials in large-
scale applications, such as load-bearing beams in building construction. We are currently engaged in research and development with the goal of developing processing
technology and new alloy compositions that will enable our bulk alloys to be formed into thicker objects.

Cost Advantages

Liquidmetal alloys have the potential to provide cost advantages over other high-strength metals and alloys in certain applications. Because bulk Liquidmetal alloys
have processing characteristics similar in some respects to plastics, which lends itself to near-to-net shape casting and molding, Liquidmetal alloys can in many cases be
shaped efficiently into intricate, engineered products. This capability can eliminate or reduce certain post-casting steps, such as machining and re-forming, and therefore
has the potential to significantly reduce processing costs associated with making parts in high volume.

Additionally, because the near-to-net shape processing of Liquidmetal alloys reduces the need for capital-intensive heavy industrial equipment such as that found in
foundry and forging operations, Liquidmetal alloys can be processed with a smaller machinery footprint, which allows for more efficient development of facilities and
reduced permitting and regulatory costs. We believe that these advantages may allow our customers an opportunity to maintain or improve the performance of their
products without a commensurate increase in cost.

Our Strategy

As a result of the experience and knowledge that we have gained through our manufacturing activities to date, and recognizing that developing and commercializing a
revolutionary new technology is an evolutionary process, we are continually modifying our business strategy to enable us to better capitalize on our evolving core
strengths and more effectively pursue revenue growth and profitability. The key elements of our strategy include:

* Identifying and Developing New Applications for Our Liquidmetal Alloy Technology. We intend to continue to identify and develop new applications that will
benefit from the performance, processing, and cost advantages of Liquidmetal alloys.

» Focusing Our Marketing and Internal Manufacturing Activities on Select Products with Expected Higher Gross-Margins. We intend to focus our marketing and
internal manufacturing activities on select products with anticipated higher gross margins, as compared to products with high unit volumes and thin or
unpredictable gross margins. This strategy is designed to align our product development initiatives with our still-developing manufacturing processes and
manufacturing cost structure, and to reduce our exposure to more commodity-type product applications that are prone to unpredictable demand and fluctuating
pricing. Our focus is primarily on higher-margin products that possess design features that take optimal advantage of our existing and developing manufacturing
technology and that command a premium price commensurate with the performance advantages of our alloys. In addition to our focus on products with higher
gross margins, we will continue to engage in prototype manufacturing, both for internally manufactured products and for products that will ultimately be licensed
to or manufactured by third parties.
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* Further Developing Our Manufacturing Processes, Capabilities, and Efficiencies for Bulk Liquidmetal Alloys. We intend to improve and enhance our internal
manufacturing processes, capabilities, and efficiencies in order to maintain quality control over products made from bulk Liquidmetal alloys, to focus on
improvements to the processing of our alloys, and to protect our intellectual property. As our alloys become more pervasive, however, we expect to enter into
additional strategic relationships that would involve the licensing of Liquidmetal technology to third parties for certain market segments.

* Pursuing Strategic Partnerships In Order to More Rapidly Develop and Commercialize Products. We intend to actively pursue and support strategic partnerships
that will enable us to leverage the resources, strength, and technologies of other companies in order to more rapidly develop and commercialize products. These
partnerships may include licensing transactions in which we license full commercial rights to our technology in a specific application area, or they may include
transactions of a more limited scope in which, for example, we outsource manufacturing activities or grant distribution rights. We believe that utilizing such a
partnering strategy will enable us to reduce our working capital burden, better fund product development efforts, better understand customer adoption practices,
leverage the technical and financial resources of our partners, and more effectively handle product design and process challenges. As this partnering strategy
evolves, a growing portion of our revenue mix may be comprised of revenue from the provision of product development services, technical support, and
engineering services, as well as revenues from royalties on the sale of Liquidmetal alloy products by our partners.

* Advancing the Liquidmetal® Brand. We believe that building our corporate brand will foster continued adoption of our technology. Our goal is to position
Liquidmetal alloys as a superior substitute for materials currently used in a variety of products across a range of industries. Furthermore, we seek to establish
Liquidmetal alloys as an enabling technology that will facilitate the creation of a broad range of commercially viable new products. To enhance industry
awareness of our Company and increase demand for Liquidmetal alloys, we are reviewing various brand development strategies that could include collaborative
advertising and promotional campaigns with select customers, industry conference and trade show appearances, public relations, and other means.

Initial Applications

We have focused our commercialization efforts for Liquidmetal alloys on five identified product areas. We believe that these areas are consistent with our strategy in
terms of market size, building brand recognition, and providing an opportunity to develop and refine our processing capabilities. Although we believe that strategic
partnering transactions could create valuable opportunities beyond the parameters of these target markets, we anticipate continuing to pursue these markets both
internally and in conjunction with partners.

Casings for Electronic Products

We produce casing components for electronic devices using our bulk Liquidmetal alloys and believe that our alloys offer enhanced performance and design benefits
for these casings in certain applications. Bulk Liquidmetal alloys can be used for various structural components of a cellular phone, including the shield, faceplate, hinge,
hinge housings, back plate, side plates, and the “clamshell” on so-called flip-phones. We initially targeted the electronic casings market because of its potential for high
product volumes and branding opportunities; however, unpredictable customer adoption practices, short product model lives, processing limitations, and intense pricing
pressures make it very challenging to compete in this high-volume market. Accordingly, we are currently limiting our focus in this market to higher-margin applications
that have the potential to benefit from the unique performance characteristics of bulk Liquidmetal alloys. We continue to believe that the high strength-to-weight ratio
and elastic limit of bulk Liquidmetal alloys enable the production of stronger and thinner electronic devices as compared to plastic, zinc, and magnesium, and we intend
to limit our casings focus on products in which our customers are willing to pay a premium for these design and performance benefits.

Through our shipments to date, we have demonstrated that bulk Liquidmetal alloys can be used for structural components of cellular phones and other electronic
devices. During 2003, we shipped production quantities of cell phone components to Samsung Electronics Company and KTFT (Korea Telecom) for inclusion in various
cellular phone models, and more recently have begun manufacturing production units of cellular phone casing components for Vertu Limited, the luxury communication
products subsidiary of Nokia.
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Sporting Goods and Leisure Products
We are developing a variety of applications for Liquidmetal alloys in the sporting goods and leisure products area.

In the sporting goods industry, we believe that the high strength, hardness, and elasticity of our bulk alloys have the potential to enhance performance in a variety of
products, and we further believe that many sporting goods products are conducive to our internal manufacturing strategy of focusing on high-margin products that meet
our design criteria. Substantial opportunities also exist for our amorphous alloy coatings, powders and composites. In 2003, Rawlings Sporting Goods Company
launched a new line of baseball and softball bats that utilize a Liquidmetal alloy coating, and HEAD NV Sport launched a new line of HEAD® Liquidmetal® tennis
racquets that incorporates Liquidmetal alloy in composite form in their racquet design. We are continuing to work with golf companies for the development of golf club
components made from bulk Liquidmetal alloys. Other potential applications for our alloys in this industry include eyewear, fishing, hunting, diving, bicycle, skate and
snow skiing products.

In the leisure products category, we believe that bulk Liquidmetal alloys can be used to efficiently produce intricately engineered designs with high-quality finishes,
such as premium watchcases, and we further believe that Liquidmetal alloy technology can be used to make high-quality, high-strength jewelry from precious metals.
We have successfully produced prototype rings made from an amorphous Liquidmetal platinum alloy that is harder (and hence more scratch resistant) than conventional
platinum jewelry. In 2003, a special-edition concept chronograph timepiece featuring our titanium-zirconium Liquidmetal alloy was showcased by luxury watchmaker
TAG Heuer at the renowned Basel Watch and Jewelry Show in Basel, Switzerland.

In order to accelerate the commercialization of Liquidmetal alloys in the jewelry and high-end luxury products market, in June 2003 we entered into a strategic
licensing transaction with LLPG, Inc., a corporation headed by a former director of our company with ties to the Swiss jewelry and luxury goods market. Under this
agreement, LLPG was granted a 10-year exclusive worldwide license to manufacture and sell a variety of luxury goods, including watchcases and precious-metal
jewelry, utilizing Liquidmetal alloys. Under the agreement, we are entitled to royalties over the life of the contract on all products produced and sold by LLPG. The
transaction with LLPG is indicative of our secondary strategy to license our technology in select markets where it is advantageous to leverage the financial resources of
qualified outside partners.

Medical Devices

We are engaged in product development efforts relating to various medical devices that could be made from Liquidmetal alloys. We believe that the unique properties
of bulk Liquidmetal alloys provide a combination of performance and cost benefits that could make them a desirable replacement to incumbent materials, such as
stainless steel and titanium, currently used in various medical device applications. Our greatest emphasis in 2003 and ongoing in 2004 has been on surgical instrument
applications for Liquidmetal alloys. These include, but are not limited to, specialized blades, orthopedic instruments utilized for implant surgery procedures, ultrasonic
devices, dental devices, external fixation devices and general surgery devices. The potential value offered by our alloys is high performance in some cases and cost
reduction in others, the latter stemming from the ability of Liquidmetal alloys to be net shape cast into components, thus reducing costs of secondary processing. The
status of most components in the prototyping phase is subject to non-disclosure agreements with our customers; however, certain products in the aforementioned
categories are expected to move into production by the end of 2004 or early 2005.

We believe that our future success in the medical device market will be driven largely by strategically aligning ourselves with well-established companies that are
uniquely positioned to facilitate the introduction of Liquidmetal alloys into this market, especially as it relates to the unique processing challenges and stringent material
qualification requirements that are prevalent in this industry. We also believe that our prospects for success in this market will be enhanced through our focus on
optimizing existing alloy compositions and developing new alloy compositions to satisfy the industry’s rigorous material qualification standards. For example, we are
currently working with DePuy Orthopaedics, Inc., a Johnson & Johnson company, to develop an alloy for orthopedic implants and instruments in the knee replacement
device market. Our agreement with DePuy gives them the exclusive worldwide right and license to market and sell knee replacement devices that incorporate
Liquidmetal alloys. We are also in the early stages of working with other orthopedic companies to identify surgical instrument or device applications that would benefit
from utilizing Liquidmetal alloys.
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Industrial Coatings and Powders

We continue to market and sell amorphous alloy industrial coatings and powders under the Liquidmetal® Armacor™ Coatings brand name. Liquidmetal alloy
coatings are used primarily as a protective coating for industrial machinery and equipment. Since the inception of this business in the late 1980s, our proprietary coatings
have demonstrated a high degree of hardness and low coefficient of friction which, when combined with their strong adhesion properties, reduce the wear and
consequent failure of the machinery and equipment on which they are used. In contrast to our bulk alloys, we sell Liquidmetal coatings primarily in the form of a wire or
powder feedstock that is melted and applied to machinery or equipment through welding or thermal spray processes.

Our Liquidmetal coatings are widely used in the oil drilling industry as a protective coating on drill pipe and casings, and we estimate that our coatings represent a
dominant share of annual worldwide sales of hard band coatings for new oil drill pipe. Drilling often places tremendous stress on pipes and casings, especially whenever
the drill changes direction. Both the drill pipe and casing experience excessive wear, which leads to higher replacement costs and greater failure rates. Liquidmetal
coatings are used to provide a protective coating, or hard band, around the outside of the drill pipe and the inside of casings to reduce wear and failure rates and
accordingly reduce operating costs. Our principal coatings customers currently include Grant Prideco, Inc., and TAFA, Inc. among other distributors and applicators.

Liquidmetal coatings have also been sold into the power generation industry specifically for the purpose of coating boiler tubes in coal-burning power plants in order
to extend the lives of these boilers. Boiler tubes are subject to high heat, erosion, and corrosion and often require costly replacement, both in terms of replacement parts
and length of downtime for installation. Additionally, residue build-up in boiler tubes of coal burning power plants creates operating inefficiencies. Historic performance
and testing of Liquidmetal coatings have demonstrated that our coatings extend the life of these boiler tubes meaningfully beyond their current average life depending on
the specific environment. In addition, our coatings have demonstrated the ability to reduce build-up of residue on boiler tubes, helping to improve the efficiencies of the
boilers. Historically, we have not concentrated sales efforts on the boiler tube market in a substantial way. However, given the size of the market and potential
opportunities for our coatings, we have recently dedicated greater effort to this area by, among other initial steps, establishing a team of independent industrial sales
representatives who are now including our coatings in their product portfolios. In addition to boiler tubes, these sales representatives are soliciting other OEM product
applications for Liquidmetal coatings.

Defense Applications

We are working with the U.S. Department of Defense, as well as a variety of defense-related research and development agencies and large defense contractors, to
develop various defense-related applications for Liquidmetal alloys. For example, we are currently developing prototype kinetic energy penetrator rods for use in armor-
piercing ammunition systems. Kinetic energy penetrators, or KEPs, are armor piercing munitions that are currently made primarily from depleted uranium or tungsten.
Initial live-fire ballistic tests under the Liquidmetal KEP program have demonstrated that tungsten KEPs perform better whenever Liquidmetal alloy is combined with
the tungsten to create a composite material. In August 2003, we signed a new $3.0 million research and development contract with the U.S. Army for the development of
KEPs. Our strategy is to orient the KEP program toward future systems such as the Joint Strike Fighter program and the Army’s Future Combat System.

In addition to funding the Army KEP program in 2005, the Department of Defense Spending Bill for 2005 contains money to support the development of an
advanced Liquidmetal alloy for use in aerospace applications. Lockheed Martin has joined Liquidmetal Technologies for this new program that will be managed by the
U.S. Navy. Liquidmetal is also working with NASA to conduct an experiment to use Liquidmetal alloys as the optical surface for spaced-based telescopes.

We also continue to work with a number of defense-related research and development agencies and large defense companies to identify additional military
applications that may benefit from using Liquidmetal alloys. We believe that our alloys are well-positioned to capitalize on the trend toward lighter but stronger weapon
systems in the U.S. military, and our strategy is to align ourselves with the largest and most significant players in this industry. Product development programs for
defense applications are currently underway with several leading defense contractors, including Alliant Techsystems, General Dynamics and Lockheed Martin.

Liquidmetal Golf

From 1997 until September 2001, we engaged in the retail marketing and sale of golf clubs through a majority owned subsidiary, Liquidmetal Golf. The retail
business of Liquidmetal Golf was discontinued in September 2001 and
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is now treated as a discontinued operation in our consolidated financial statements. Although the retail golf club business has been discontinued, Liquidmetal Golf will
be engaged in the business of manufacturing and selling golf club components to golf original equipment manufacturers that will integrate these components into their
own clubs and then sell them under their respective brand names. Liquidmetal Technologies owns 79% of the outstanding common equity in Liquidmetal Golf.

Our Liquidmetal Golf subsidiary has the exclusive right and license to utilize our Liquidmetal alloy technology for purposes of golf equipment applications. This
right and license is set forth in an intercompany license agreement between Liquidmetal Technologies and Liquidmetal Golf. This license agreement provides that
Liquidmetal Golf has a perpetual and exclusive license to use Liquidmetal alloy technology for the purpose of manufacturing, marketing, and selling golf club
components and other products used in the sport of golf. In consideration of this license, Liquidmetal Golf has issued 4,500,000 shares of Liquidmetal Golf common
stock to Liquidmetal Technologies.

Our Intellectual Property

Our intellectual property consists of patents, trade secrets, know-how, and trademarks. Protection of our intellectual property is a strategic priority for our business,
and we intend to vigorously protect our patents and other intellectual property. Our intellectual property portfolio includes 24 owned or licensed U.S. patents and
numerous patent applications relating to the composition, processing, and application of our alloys, as well as various foreign counterpart patents and patent applications.

Our initial bulk amorphous alloy technology was developed by researchers at the California Institute of Technology (“Caltech”). We have purchased patent rights that
provide us with the exclusive right to commercialize the amorphous alloy and other amorphous alloy technology acquired from Caltech through a license agreement
(“Caltech License Agreement”) with Caltech. Under the Caltech license agreement, we have the exclusive worldwide right to make, use, and sell products from all of
Caltech’s inventions, proprietary information, know-how, and other technology relating to amorphous alloys existing as of September 1, 2001. We also have an exclusive
worldwide license to nine issued patents and four patent applications held by Caltech relating to amorphous alloy technology, as well as all related foreign counterpart
patents and patent applications. Of the patents currently issued to Caltech and licensed by the Company, the earliest expiration date is 2013 and the latest expiration date
is 2021. Furthermore, the license agreement gives us the exclusive right to make, use, and sell products from substantially all amorphous alloy technology that is
developed in Professor William Johnson’s Caltech laboratory during the period September 1, 2001 through August 31, 2005. All fees and other amounts payable by us
for these rights and licenses have been paid in full, and no further royalties, license fees, or other amounts will be payable in the future under this license agreement.

Our rights under the license agreement are perpetual in duration. However, Caltech has the right to convert the license to a non-exclusive license if we fail to utilize
the licensed technology for a period of 18 or more consecutive months, provided that Caltech must give us 180-days advance written notice of the conversion and we
may cure the failure at any time during the 180-day notice period. If we cure the failure, then the license will not be converted into a non-exclusive license.

Under the license agreement, we have the right to sublicense any of the licensed technology or patents. The license agreement also provides that Caltech reserves the
right to use the licensed technology and patents for noncommercial educational and research purposes. The patents and patent applications that we license from Caltech
relate primarily to the composition and processing of our alloys. The currently issued U.S. patents covered by the license agreement will expire between 2013 and 2021.

Under the Caltech license agreement, the parties are obligated to provide reasonable cooperation to each other in connection with any threatened or actual
infringement of the licensed technology by third parties. We have the right to commence an action for infringement of any of the licensed technology, and although
Caltech is not obligated to bring suit or take action against infringers, Caltech is obligated to join in any such lawsuit upon our request.

In addition to the patents and patent applications that we license from Caltech, we are building a portfolio of our own patents to expand and enhance our technology
position. These patents and patent applications primarily relate to various applications of our bulk amorphous alloys, the composition of our coatings and powders, and
the processing of our alloys. The patents relating to our coatings expire on various dates between 2005 and 2017, and the patents relating to our bulk amorphous alloys
expire on various dates between 2013 and 2021. Our policy is to seek patent protection for all technology, inventions, and improvements that are of commercial
importance to the development of our business, except to the extent that we believe it is advisable to maintain such technology or invention as a trade secret.

In order to protect the confidentiality of our technology, including trade secrets, know-how, and other proprietary technical and business information, we require that
all of our employees, consultants, advisors and collaborators enter into confidentiality agreements that prohibit the use or disclosure of information that is deemed
confidential. The
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agreements also obligate our employees, consultants, advisors and collaborators to assign to us developments, discoveries and inventions made by such persons in
connection with their work with us.

Research and Development

We are engaged in ongoing research and development programs that are driven by the following key objectives:

* Enhance Material Processing and Manufacturing Efficiencies. We plan to continue research and development of processes and compositions that will decrease
our cost of making products from Liquidmetal alloys.

+ Optimize Existing Alloys and Develop New Compositions. We believe that the primary technology driver of our business will continue to be our proprietary alloy
compositions. We plan to continue research and development on new alloy compositions to generate a broader class of amorphous alloys with a wider range of
specialized performance characteristics. During 2003 and continuing into 2004, we have successfully expanded our portfolio of bulk amorphous alloys to include
additional zirconium-titanium alloys, as well as alloys based on other metals, such as iron and platinum. Although these various compositions are at different
stages of development and only a few are currently suitable for commercial use, we believe that a larger alloy portfolio will enable us to increase the attractiveness
of our alloys as an alternative to incumbent materials and, in certain cases, drive down product costs. We also believe that our ability to optimize our existing alloy
compositions will enable us to better tailor our alloys to our customers’ specific application requirements.

» Develop New Applications. We will continue research and development of new applications for Liquidmetal alloys. We believe the range of potential applications
will broaden by expanding the forms, compositions, and methods of processing of our alloys.

We conduct our research and development programs internally and also through strategic relationships that we enter into with third parties. Our internal research and
development efforts are currently focused on product and process development. Our internal research and development efforts are conducted by a team of 21 scientists,
engineers and researchers whom we either employ directly or engage as consultants. Included among this team are Professor William Johnson, who discovered our
initial bulk amorphous alloy at Caltech in 1993, and his graduate student at the time, Atakan Peker, who is employed as our Vice President of Technology. Professor
Johnson was an employee of our company from October 2001 through December 2003 and then became a consultant to the Company. Professor Johnson continues to be
a member of our board of directors.

In addition to our internal research and development efforts, we enter into cooperative research and development relationships with leading academic institutions.
Professor Johnson continues to supervise a laboratory at Caltech, and through our license agreement with Caltech, we have a continuing relationship with the other
researchers in Professor Johnson’s Caltech laboratory. We have also entered into research relationships with several other academic institutions for the conduct of
research relating to the properties and characteristics of our alloys.

We also enter into development relationships with other companies for the purpose of identifying new applications for our alloys and establishing customer
relationships with such companies. Some of our product development programs are partially funded by our customers. We are also engaged in negotiations with other
potential customers regarding possible product development relationships. Our research and development expenses for the years ended December 31, 2003, 2002, and
2001 were $8.9 million, $11.8 million, and $1.7 million, respectively.

Manufacturing

We currently own and operate a 166,000 square foot manufacturing facility in Pyongtaek, South Korea, which became operational in the third quarter of 2002. We
believe that this facility will meet our anticipated manufacturing needs for the foreseeable future, although these needs may change depending upon the actual and
forecasted orders we receive for our products. We currently intend to develop supplemental research and development, prototyping and manufacturing capabilities
elsewhere, including the United States, for purposes of meeting our long-term manufacturing needs and our customers’ requirements. In December 2003, we entered into
a license agreement with Florida Custom Mold, Inc., a Clearwater, Florida-based company that specializes in high-quality mold design and injection molding services,
under which Florida Custom Mold is currently acting as a contract manufacturer to our company for purposes of producing prototypes of certain defense and medical
products.
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Raw Materials

Liquidmetal alloy compositions are comprised of many elements, all of which are available commodity products. We believe that each of these raw materials is
readily available in sufficient quantities from multiple sources on commercially acceptable terms. However, any substantial increase in the price or interruption in the
supply of these materials could have an adverse effect on our profitability.

Customers

During 2003, three customers accounted for 10% or more of our revenue from continuing operations. After giving effect to the restatement described in Note 2 to the
consolidated financial statements included in this annual report on Form 10-K, revenue from Samsung represented 10% of revenue, revenue from LLPG, Inc.
represented 12% and defense-related contracts with three departments of the United States of America represented 16% of revenue from continuing operations for the
year ended December 31, 2003. During the year ended December 31, 2002, revenue from Samsung represented 15% of revenue while revenue earned on contracts with
the government represented 16% of revenue from continuing operations. During the year ended December 31, 2001, revenue earned on contracts with the United States
of America represented 7% of revenue. We expect that a significant portion of our revenue may continue to be concentrated in a limited number of customers, even as
our bulk Liquidmetal alloy business grows.

Competition

We are not aware of any other company or business that manufactures, markets, distributes, or sells bulk amorphous alloys or products made from bulk amorphous
alloys. We believe it would be difficult to develop a competitive bulk amorphous alloy without infringing our patents. However, we expect that our bulk Liquidmetal
alloys will face competition from other materials, including metals, alloys, plastics and composites, which are currently used in the commercial applications that we
pursue. Our alloys could also face competition from new materials that may be developed in the future, including new materials that could render our alloys obsolete.

Our Liquidmetal alloy coatings face competition from industrial coatings currently manufactured or sold by other companies. At present, the primary competitors of
our coatings business are Varco International, Inc. and Arnco Technology Trust, Limited. Although we believe, based on market data gathered by us, that our coatings
compete favorably with these companies’ products and that we continue to maintain the dominant market share with respect to protective coatings for oil drill pipe and
casings, these competitors are larger well-established businesses that have substantially greater financial, marketing, and other resources than we do.

We will also experience indirect competition from the competitors of our customers. Because we will rely on our customers to market and sell finished goods that
incorporate our components or products, our success will depend in part on the ability of our customers to effectively market and sell their own products and compete in
their respective markets.

Backlog

In our bulk alloy segment, because of the minimal lead-time associated with orders of bulk alloy parts, we generally do not carry a significant backlog. In our
coatings segment, we typically ship our coating products shortly after receipt of an order, and our coatings backlog is therefore also insignificant. In both our bulk alloy
segment and coatings segment, the backlog as of any particular date gives no indication of actual sales for any succeeding period.

Sales and Marketing

We direct our marketing efforts towards customers that will incorporate our components and products into their finished goods. To that end, we will continue to hire
business development personnel who, in conjunction with engineers and scientists, will actively identify potential customers that may be able to benefit from the
introduction of Liquidmetal alloys to their products. In some cases, we will develop applications in conjunction with existing or potential customers. By adopting this
strategy, we intend to take advantage of the sales and marketing forces and distribution channels of our customers to facilitate the commercialization of our alloys. We
also direct business development efforts toward companies who we believe could be viable candidates for potential partnering transactions, such as licensing
relationships, distribution arrangements, joint ventures, and the like.
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Employees

As of September 1, 2004, we had 103 full-time employees and 17 part-time employees. As of September 1, 2004, 59 of our Korean operation employees were
represented by a labor union. We have not experienced any work stoppages and we consider our employee relations to be favorable.

Governmental Regulation

Medical instruments incorporating our Liquidmetal alloys, such as scalpel blades and phacoemulsification tips, will be subject to regulation in the United States by
the FDA and corresponding state and foreign regulatory agencies. Any orthopedic devices that we develop will be regulated in a similar manner. Medical device
manufacturers to whom we intend to sell our products may need to obtain FDA approval before marketing their medical devices that incorporate our products. Medical
device manufacturers may need to obtain similar approvals before marketing these medical device products in foreign countries.

Because we intend to sell our medical device products to medical device manufacturers, we do not believe that we will need to obtain FDA approval or similar
foreign approvals before selling products to medical device manufacturers. Nonetheless, as a manufacturer of medical device components, we would be subject to
quality control and record keeping requirements of FDA and other federal and state statutes and regulations, as well as similar regulations in foreign countries.

The process of obtaining and maintaining required FDA and foreign regulatory approvals for medical devices that incorporate our products could be lengthy,
expensive, and uncertain for our customers. Additionally, regulatory agencies can delay or prevent product introductions. Generally, before a medical device
manufacturer can market a product incorporating one of our products, our customer must obtain for their finished product marketing clearance through a 510(k)
premarket notification or approval of a pre-market approval application, or PMA. The FDA will typically grant a 510(k) clearance if the applicant can establish that the
device is substantially equivalent to a predicate device. It generally takes a number of months from the date of a 510(k) submission to obtain clearance, but it may take
longer, particularly if a clinical trial is required.

The FDA may find that a 510(k) is not appropriate for a medical device that incorporates our product or that substantial equivalence has not been shown and as a
result will require a PMA. A PMA application must be submitted if a proposed medical device does not qualify for a 510(k) pre-market clearance procedure. PMA
applications must be supported by valid scientific evidence to demonstrate the safety and effectiveness of the device, typically including the results of clinical trials,
bench tests, and laboratory and animal studies. The PMA process can be expensive, uncertain and lengthy, requires detailed and comprehensive data, and generally takes
significantly longer than the 510(k) process. Additionally, the FDA may never approve the PMA.

Similar regulations in foreign countries vary significantly from country to country and with respect to the nature of the particular medical device. The time required to
obtain these foreign approvals to market our products may be longer or shorter than that required in the United States, and requirements for such approval may differ
from FDA requirements.

Factors Affecting Future Results

This report contains forward-looking statements (within the meaning of the Private Securities Litigation Reform Act of 1995) that are based on management’s current
expectations, estimates, forecasts, and projections about the Company and its business. In addition, other written or oral statements which constitute forward-looking
statements may be made from time to time by or on behalf of Liquidmetal Technologies, Inc. Any statement in this report that is not a statement of historical fact is a
forward-looking statement, and in some cases, words such as “believe,” “estimate,” “project,” “expect,” “intend,” “may,” “anticipate,” “plans,” “seeks,” and similar
expressions identify forward-looking statements. Forward-looking statements involve risks and uncertainties that could cause actual outcomes and results to differ
materially from the anticipated outcomes or result. These statements are not guarantees of future performance, and undue reliance should not be placed on these
statements. Liquidmetal Technologies, Inc. undertakes no obligation to update publicly any forward-looking statements, whether as a result of new information, future
events or otherwise.

2 ” » » &

Factors that could cause actual results to differ materially from what is expressed or forecasted in our forward-looking statements include, but are not limited to, the
following:
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We have not sustained profitability and may incur losses in the future.

We had an accumulated deficit of approximately $112.6 million at December 31, 2003. Of this accumulated deficit, $42.7 million was attributable to losses generated
by our discontinued retail golf business through December 31, 2003. After giving effect to the restatement described in Note 2 to our consolidated financial statements
included in this annual report on Form 10-K, we realized a net loss of $33.6 million for the year ended December 31, 2003, $19.5 million for the year ended
December 31, 2002 and $24.0 million for the year ended December 31, 2001, excluding the results of our discontinued retail golf business. We may incur additional
operating losses in the future. Consequently, it is possible that we may not achieve positive earnings and, if we do achieve positive earnings, we may not be able to
achieve them on a sustainable basis.

We have a limited history of developing, manufacturing, and selling products made from our bulk amorphous alloys.

We have marketed and sold industrial coatings to distributors in the coatings industry since 1987. Prior to the third quarter of 2002, our experience selling products
made from bulk amorphous alloys has been limited to our discontinued retail golf business, which had a different marketing strategy than the one we are currently
employing. Therefore, we have a relatively limited history of producing bulk amorphous alloy components and products on a mass-production basis. Many of our
relationships with potential customers for bulk alloy products are at an early stage, and there can be no assurance that these customers will enter into purchase
commitments with us.

We rely on assumptions about the markets for our products and components that, if incorrect, may adversely affect our profitability.

We have a relatively short history producing bulk amorphous alloy components on a mass-production basis. We have made assumptions regarding the market size for,
and the manufacturing requirements of, our products and components based in part on information we received from third parties and also from our limited history. If
these assumptions prove to be incorrect, we may not achieve anticipated revenue targets or profitability.

If we cannot establish and maintain relationships with customers that incorporate our components and products into their finished goods, we will not be
able to increase our revenue and commercialize our products.

To increase our revenue, we must establish and maintain relationships with customers that will incorporate our components and products into their finished goods. We
expect to rely on the marketing, distribution, and, in some cases, the manufacturing, research, and development abilities of our customers to assist us in developing,
commercializing, and marketing our products in different markets. Our future growth and success will depend in large part on our ability to enter into these relationships
and the subsequent success of these relationships. If our products are selected for use in a customer’s products, we still may not realize significant revenue from that
customer if that customer’s products are not commercially successful.

It may take significant time and cost for us to develop new customer relationships, which may delay our ability to generate additional revenue or achieve
profitability.

Our ability to generate revenue from new customers will be affected by the amount of time it takes for us to, among other things:
* identify a potential customer and introduce the customer to Liquidmetal alloys;
» work with the customer to select and design the parts to be fabricated from Liquidmetal alloys;
+ make the molds and tooling to be used to produce the selected part;
» make prototypes and samples for customer testing;
» work with our customers to test and analyze prototypes and samples; and
 with respect to some types of products, such as medical devices, to obtain regulatory approval.
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We currently do not have a sufficient history of selling products made from our bulk amorphous alloys to predict accurately the length of our average sales cycle. We
believe that our average sales cycle from the time we deliver an active proposal to a customer until the time our customer fully integrates our bulk amorphous alloys into
its product could be a significant period of time. Our history to date has demonstrated that the sales cycle could extend significantly longer than we anticipate. The time
it takes to transition a customer from limited production to full-scale production runs will depend upon the nature of the processes and products into which our alloys are
integrated. Moreover, we have found that customers often proceed very cautiously and slowly before incorporating a fundamentally new and unique type of material into
their products.

After we develop a customer relationship, it may take a significant amount of time for that customer to develop, manufacture, and sell finished goods that
incorporate our components and products.

Our experience has shown that our customers will perform numerous tests and extensively evaluate our components and products before incorporating them into their
finished products. The time required for testing, evaluating, and designing our components and products into a customer’s products, and in some cases, obtaining
regulatory approval, can take a significant amount of time, with an additional period of time before a customer commences volume production of products incorporating
our components and products, if ever. Moreover, because of this lengthy development cycle, we may experience a delay between the time we accrue expenses for
research and development and sales and marketing efforts and the time when we generate revenue, if any. We may incur substantial costs in an attempt to transition a
customer from initial testing to prototype and from prototype to final product. If we are unable to minimize these transition costs, or to recover the costs of these
transitions from our customers, our operating results will be adversely affected.

A limited number of our customers generate a significant portion of our revenue.

For the near future, we expect that a significant portion of our revenue will be concentrated in a limited number of customers. For example, for the year ended
December 31, 2003, revenue from two customers represented approximately 26% of total revenue from continuing operations and for the year ended December 31,
2002, revenue from two customers represented approximately 31% of total revenue from continuing operations. A reduction, delay, or cancellation of orders from one or
more of these customers or the loss of one or more customer relationships could significantly reduce our revenue. Unless we establish long-term sales arrangements with
these customers, they will have the ability to reduce or discontinue their purchases of our products on short notice.

We expect to rely on our customers to market and sell finished goods that incorporate our products and components, a process over which we will have little
control.

Our future revenue growth and ultimate profitability will depend in part on the ability of our customers to successfully market and sell their finished goods that
incorporate our products. We will have little control over our customers’ marketing and sales efforts. These marketing and sales efforts may be unsuccessful for various
reasons, any of which could hinder our ability to increase revenue or achieve profitability. For example, our customers may not have or devote sufficient resources to
develop, market, and sell their finished goods that incorporate our products. Because we typically will not have exclusive sales arrangements with our customers, they
will not be precluded from exploring and adopting competing technologies. Also, products incorporating competing technologies may be more successful for reasons
unrelated to the performance of our customers’ products or the marketing efforts of our customers.

Our growth depends on our ability to identify, develop, and commercialize new applications for our technology.

Our future growth and success will depend in part on our ability to identify, develop, and commercialize, either alone or in conjunction with our customers, new
applications and uses for Liquidmetal alloys. If we are unable to identify and develop new applications, we may be unable to develop new products or generate
additional revenue. Successful development of new applications for our products may require additional investment, including costs associated with research and
development and the identification of new customers. In addition, difficulties in developing and achieving market acceptance of new products would harm our business.

We may not be able to effectively compete with current suppliers of incumbent materials or producers of competing products.
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The future growth and success of our bulk amorphous alloy business will depend in part on our ability to establish and retain a technological advantage over other
materials for our targeted applications. For many of our targeted applications, we will compete with manufacturers of similar products that use different materials. For
example, we have targeted the cellular phone casing market as an application for bulk Liquidmetal alloys. In this market, we believe we will compete with other
manufacturers of cellular phone casings who use plastics or metal to construct their casings. In other markets, we will compete directly with suppliers of the incumbent
material. In addition, in each of our targeted markets, our success will depend in part on the ability of our customers to compete successfully in their respective markets.
Thus, even if we are successful in replacing an incumbent material in a finished product, we will remain subject to the risk that our customer will not compete
successfully in its own market.

Future advances in materials science could render Liquidmetal alloys obsolete.

Academic institutions and business enterprises frequently engage in the research and testing of new materials, including alloys and plastics. Advances in materials
science could lead to new materials that have a more favorable combination of performance, processing, and cost characteristics than our alloys. The future development
of any such new materials could render our alloys obsolete and unmarketable or may impair our ability to compete effectively.

Our growth depends upon our ability to retain and attract a sufficient number of qualified employees.

Our future growth and success will depend in part on our ability to retain key members of our management and scientific staff, particularly John Kang, our President
and Chief Executive Officer, Professor William Johnson, a member of our board of directors and a professor at Caltech, and Dr. Atakan Peker, our Vice President of
Technology. We do not have “key man” or similar insurance on either of these individuals. If we lose either their services or the services of other key personnel, our
financial results or business prospects may be harmed. Additionally, our future growth and success will depend in part on our ability to attract, train, and retain scientific
engineering, manufacturing, sales, marketing, and management personnel. We cannot be certain that we will be able to attract and retain the personnel necessary to
manage our operations effectively. Competition for experienced executives and scientists from numerous companies and academic and other research institutions may
limit our ability to hire or retain personnel on acceptable terms. In addition, many of the companies with which we compete for experienced personnel have greater
financial and other resources than we do. Moreover, the employment of non-citizens may be restricted by applicable immigration laws.

We may not be able to successfully identify, consummate, or integrate strategic partnerships.

As a part of our business strategy, we intend to pursue strategic partnering transactions that provide access to new technologies, products, markets, and manufacturing
capabilities. These transactions could include licensing agreements, joint ventures, or even business combinations. For example, we may pursue transactions that will
give us access to new technologies that are useful in connection with the composition, processing, or application of Liquidmetal alloys. We may not be able to
successfully identify any potential strategic partnerships. Even if we do identify one or more potentially beneficial strategic partnering, we may not be able to
consummate these transactions on favorable terms or obtain the benefits we anticipate from such a transaction.

We may encounter manufacturing problems or delays or may be unable to produce high-quality products at acceptable costs.

We have relatively limited experience in manufacturing our products and may be required to manufacture a range of products in high volumes while ensuring high
quality and consistency. Although we currently own and operate a 166,000 square foot manufacturing facility in South Korea, we cannot guarantee that this facility will
be able to produce its intended products with production yields, quality controls, and production costs that provide us with acceptable margins or profitability or satisfy
the requirements of our customers.

We expect to derive a substantial portion of our revenue from sales outside the United States, and problems associated with international business
operations could affect our ability to manufacture and sell our products.

We expect that we will continue to manufacture a substantial portion of our initial bulk Liquidmetal alloy products in our South Korean facility. As a result, our
manufacturing operations are subject to risks of political instability, including the risk of conflict between North Korea and South Korea and tensions between the United
States and North Korea. In addition, we anticipate that sales to customers located outside of the United States will account for a significant portion of our revenue in
future periods and that the trend of foreign customers accounting for an increasing
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portion of our total sales may continue. Specifically, we expect to continue to derive a significant amount of revenue from sales to customers located in Asia. A
downturn in the economies of Asian countries where our products will be sold, particularly South Korea’s economy, could materially harm our business.

Consequently, our operations and revenue likely will be subject to a number of risks associated with foreign commerce, including:
« staffing and managing our manufacturing facility located in South Korea;

+ product or material transportation delays or disruption, including the availability and costs of air and other transportation between our South Korean facilities and
the United States;

« political and economic instability, including instability involving North Korea;
 potentially adverse tax consequences;
* burden of complying with complex foreign laws and treaties; and

« trade protection laws, policies, and measures and other regulatory requirements affecting trade and investment, including loss or modification of exemptions for
taxes and tariffs. Moreover, customers may sell finished goods that incorporate our components and products outside of the United States, which exposes us
indirectly to additional foreign commerce risks.

Our business is subject to the potential adverse consequences of exchange rate fluctuations.

We expect to conduct business in various foreign currencies and will be exposed to market risk from changes in foreign currency exchange rates and interest rates.
Fluctuations in exchange rates between the U.S. dollar and such foreign currencies may have a material adverse effect on our business, results of operations, and
financial condition and could specifically result in foreign exchange gains and losses. The impact of future exchange rate fluctuations on our operations cannot be
accurately predicted. To the extent that the percentage of our non-U.S. dollar revenue derived from international sales increases in the future, our exposure to risks
associated with fluctuations in foreign exchange rates will increase further. Moreover, as a result of operating a manufacturing facility in South Korea, a substantial
portion of our costs are and will continue to be denominated in the South Korean won. Adverse changes in the exchange rates of the South Korean won to the U.S. dollar
will affect our costs of goods sold and operating margins and could result in exchange losses.

Our inability to protect our licenses, patents, and proprietary rights in the United States and foreign countries could harm our business because third
parties may take advantage of our research and development efforts.

We have an exclusive license from Caltech to several patents and patent applications relating to amorphous alloy technology, and we have obtained several of our
own patents. We also have the exclusive right to Caltech’s inventions, proprietary information, know-how, and other technology relating to bulk amorphous alloys
existing as of September 1, 2001. Our success depends in part on our ability to obtain and maintain patent and other proprietary right protection for our technologies and
products in the United States and other countries. If we are unable to obtain or maintain these protections, we may not be able to prevent third parties from using our
proprietary rights. Specifically, we must:

+ protect and enforce our license agreement with Caltech and our own patents and intellectual property;
« exploit our license of the patented technology under our license agreement with Caltech as well as our own patents; and
+ operate our business without infringing on the intellectual property rights of third parties.
Caltech owns several issued United States patents covering the composition and method of manufacturing of the family of Liquidmetal alloys. We also hold several
United States and corresponding foreign patents covering the manufacturing processes of Liquidmetal alloys and their use. The patents relating to our coatings expire on
various dates between 2005 and 2017, and those relating to our bulk amorphous alloys between 2013 and 2021. If we are unable to protect our proprietary rights prior to

the expiration of these patents, we may lose the advantage we have established as being the first to market bulk amorphous alloy products. In addition, the laws of some
foreign countries
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do not protect proprietary rights to the same extent as the laws of the United States, and we may encounter significant problems and costs in protecting our proprietary
rights in these foreign countries.

Patent law is still evolving relative to the scope and enforceability of claims in the fields in which we operate. Our patent protection involves complex legal and
technical questions. Our patents and those patents for which we have license rights may be challenged, narrowed, invalidated, or circumvented. We may be able to
protect our proprietary rights from infringement by third parties only to the extent that our proprietary technologies are covered by valid and enforceable patents or are
effectively maintained as trade secrets. Furthermore, others may independently develop similar or alternative technologies or design around our patented technologies.
Litigation or other proceedings to defend or enforce our intellectual property rights could require us to spend significant time and money and could otherwise adversely
affect our business.

Other companies may claim that we infringe their intellectual property rights, which could cause us to incur significant expenses or prevent us from selling
our products.

Our success depends, in part, on our ability to operate without infringing on valid, enforceable patents or proprietary rights of third parties and not breaching any
licenses that may relate to our technology and products. Future patents issued to third parties may contain claims that conflict with our patents and that compete with our
products and technologies, and third parties could assert infringement claims against us. Any litigation or interference proceedings, regardless of their outcome, may be
costly and may require significant time and attention of our management and technical personnel. Litigation or interference proceedings could also force us to:

* stop or delay using our technology;

+ stop or delay our customers from selling, manufacturing or using products that incorporate the challenged intellectual property;
+ pay damages; or

* enter into licensing or royalty agreements that may be unavailable on acceptable terms.

The time and cost associated with complying with government regulations to which we could become subject could have a material adverse effect on our
business.

Some of the applications that we have identified or may identify in the future may be subject to government regulations. For example, any medical devices such as
precision ophthalmic instruments and orthopedic devices made from our alloys likely will be subject to extensive government regulation in the United States by the Food
and Drug Administration, or FDA. Any medical device manufacturers to whom we sell Liquidmetal alloy products may need to comply with FDA requirements,
including premarket approval or clearance under Section 510(k) of the Food Drug and Cosmetic Act before marketing in the United States Liquidmetal alloy medical
device products. These medical device manufacturers may be required to obtain similar approvals before marketing these medical devices in foreign countries. Any
medical device manufacturers with which we jointly develop and sell medical device products may not provide significant assistance to us in obtaining required
regulatory approvals. The process of obtaining and maintaining required FDA and foreign regulatory approvals could be lengthy, expensive, and uncertain. Additionally,
regulatory agencies can delay or prevent product introductions. The failure to comply with applicable regulatory requirements can result in substantial fines, civil and
criminal penalties, stop sale orders, loss or denial of approvals, recalls of products, and product seizures.

In addition, the processing of beryllium, a minor constituent element of some of our alloys, can result in the release of beryllium into the workplace and the
environment and in the creation of beryllium oxide as a by-product. Beryllium is classified as a hazardous air pollutant, a toxic substance, a hazardous substance, and a
probable human carcinogen under environmental, safety, and health laws, and various acute and chronic health effects may result from exposure to beryllium. We are
required to comply with certain regulatory requirements and to obtain a permit from the U.S. Environmental Protection Agency or other government agencies to process
beryllium. Our failure to comply with present or future governmental regulations related to the processing of beryllium could result in suspension of manufacturing
operations and substantial fines or criminal penalties.

To the extent that our products have the potential for dual use, such as military and non-military applications, they may be subject to import and export restrictions of
the U.S. government, as well as other countries. The process of obtaining any required U.S. or foreign licenses or approvals could be time-consuming, costly, and
uncertain. Failure to comply with import and export regulatory requirements can lead to substantial fines, civil and criminal penalties, and the loss of government
contracting and export privileges.
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We may require additional funding, which may not be available on favorable terms or at all.

Our future capital requirements will depend on the amount of cash generated by our operations. Our projections of cash flows from operations and, consequently,
future cash needs are subject to substantial uncertainty. If our available funds and cash generated from operations are insufficient to satisfy our liquidity requirements, we
may need additional funds in the future to support our working capital requirements and for other purposes, and we may seek to raise additional funds through public or
private equity financing, bank debt financing, or from other sources. Adequate funds may not be available when needed or may not be available on favorable terms. If
we raise additional funds by issuing equity securities, existing shareholders may be diluted. If funding is insufficient at any time in the future, we may not be able to
develop or enhance our products or services, take advantage of business opportunities, or respond to competitive pressures, any of which could harm our business.

Antitakeover provisions of our certificate of incorporation and bylaws and provisions of applicable corporate law could delay or prevent a change of control
that you may favor.

Provisions in our certificate of incorporation, our bylaws, and Delaware law could make it more difficult for a third party to acquire us, even if doing so would be
beneficial to our shareholders. These provisions could discourage potential takeover attempts and could adversely affect the market price of our shares. Because of these
provisions, you might not be able to receive a premium on your investment. These provisions:

« authorize our board of directors, without shareholder approval, to issue up to 10,000,000 shares of “blank check” preferred stock that could be issued by our board
of directors to increase the number of outstanding shares and prevent a takeover attempt;

+ limit shareholders’ ability to call a special meeting of our shareholders;
+ provide for a classified board of directors; and

« establish advance notice requirements to nominate directors for election to our board of directors or to propose matters that can be acted on by shareholders at
shareholder meetings.

+ the provisions described above could delay or make more difficult transactions involving a change in control of us or our management.

Our bulk amorphous alloy technology is still at an early stage of commercialization relative to many other materials.

Our bulk amorphous alloy technology is a relatively new technology as compared to many other material technologies, such as plastics and widely-used high-
performance crystalline alloys. Historically, the successful commercialization of a new materials technology has required the persistent improvement and refining of the
technology over a sometimes lengthy period of time. Accordingly, we believe that our Company’s future success will be dependent on our ability to continue expanding
and improving our technology platform by, among other things, constantly refining and improving our manufacturing processes, optimizing our existing amorphous

alloy compositions for various applications, and developing and improving new bulk amorphous alloy compositions. Our failure to further expand our technology base
could limit our growth opportunities and hamper our commercialization efforts.

Our stock price may experience volatility.

The trading price of our common stock could fluctuate widely due to:
* quarter-to-quarter variations in results of operations;
* loss of a major customer;
+ announcements of technological innovations by us or our potential competitors;
« changes in, or our failure to meet, the expectations of securities analysts;
 new products offered by us or our competitors;
+ announcements of strategic relationships or strategic partnerships; or
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« other events or factors that may be beyond our control.

In addition, the securities markets in general have experienced extreme price and trading volume volatility in the past. The trading prices of securities of many
companies at our stage of growth have fluctuated broadly, often for reasons unrelated to the operating performance of the specific companies. These general market and
industry factors may adversely affect the trading price of our common stock, regardless of our actual operating performance. If our stock price is volatile, we could face
securities class action litigation, which could result in substantial costs and a diversion of management’s attention and resources and could cause our stock price to fall.

Item 2. Properties

Our principal executive offices and principal research and development offices are located in Lake Forest, California and consist of approximately 30,000 square feet.
This facility is occupied pursuant to a lease agreement that expires in June 2007. Prior to December 31, 2003, our principal executive offices were located in Tampa,
Florida; however, as an outgrowth of various cost reduction measures in the fourth quarter of 2003, activities of the Tampa office were transferred to and consolidated
with the Lake Forest office. In Conroe, Texas, we lease an office and warehouse for our coatings business segment. This facility, which is approximately 10,000 square
feet, is leased through September 2006.

Our principal prototyping and manufacturing facility is in Pyongtaek, South Korea, and consists of approximately 166,000 square feet. We lease the land on which
this facility is located, although we own the buildings, fixtures, and all personal property located on the land. The parcel of land consists of approximately four acres and
is leased through 2022. We currently expect that this facility will meet our anticipated internal manufacturing needs for the foreseeable future. Until June 2004 we also
leased a facility in Incheon, South Korea, where an equipment manufacturing division of the Company assembled die casting equipment. This facility is approximately
22,430 square feet, and its lease expired in February 2005; however, that die casting equipment division was divested as of June 14, 2004 and the lease was terminated.

Item 3. Legal Proceedings

Liquidmetal Technologies and certain of its present and former officers and directors were named as defendants in nine purported class action complaints filed in the
United States District Courts for the Middle District of Florida, Tampa Division, and the Central District of California, Southern Division, alleging violations of
Sections 11 and 15 of the Securities Act of 1933 and Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated thereunder. The
actions were originally brought on behalf of those who purchased Liquidmetal Technologies’ common stock between May 22, 2002, and March 30, 2004, inclusive. The
complaints contain varying allegations, but generally allege that the defendants engaged in improper revenue recognition with respect to the Company’s transactions
with Growell Metal Co., Ltd. and that the defendants issued false and misleading statements concerning the Company’s business and operations, including unrealistic but
favorable information about market demand for Liquidmetal products, with the result of artificially inflating the Company’s share price. The complaints seek unspecified
compensatory damages and other relief. In August 2004, four complaints were consolidated in the United States District Court for the Middle District of Florida under
the caption Primavera Investors v. Liquidmetal Technologies, Inc., et al., Case No. 8:04-CV-919-T-23EAJ. John Lee, Chris Cowley, Dwight Mamanteo, Scott Purcell
and Mark Rabold, were appointed co-lead plaintiffs (the “Lead Plaintiffs”). Subsequently, in September 2004, the five complaints filed in the Central District of
California were transferred to the Middle District of Florida for consolidation with the Primavera Investors action. The Consolidated Amended Class Action Complaint
is presently due on or before November 1, 2004, but the Lead Plaintiffs have requested an enlargement of time until 30 days after this Form 10-K is filed. Liquidmetal
Technologies and the other defendants will have 45 days from the service date to move to dismiss or otherwise respond to the Consolidated Amended Class Action
Complaint. We intend to vigorously defend against the class action. We cannot currently predict the impact or resolution of this litigation or reasonably estimate a range
of possible loss, which could be material. The resolution of this lawsuit may harm our business and have a material adverse impact on our financial condition.

In addition, certain present and former officers and directors of Liquidmetal Technologies, as well as Liquidmetal Technologies as a nominal defendant, have been
named in three shareholder derivative actions. Two shareholder derivative complaints were filed in California state court styled Brian Clair, Derivatively on Behalf of
Liquidmetal Technologies, Inc. v. John Kang, et al., Case No. 04CC00551, and Joseph Durgin Derivatively on Behalf of Liquidmetal Technologies, Inc. v. John Kang, et
al., Case No. 04CC00553, both commenced in the Superior Court of Orange County, California. A third shareholder derivative complaint was filed in Florida federal
court styled Robert Story v. John Kang, et al., Case No. 8:04-CV-1587-T23TBM, commenced in the Middle District of Florida, Tampa Division. These shareholder
derivative lawsuits allege that the defendants breached various fiduciary duties and
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otherwise violated state law based primarily upon the same underlying facts and circumstances as the federal shareholder class action lawsuits. The plaintiffs seek
unspecified compensatory damages, restitution and disgorgement of profits, equitable and/or injunctive relief as permitted by law and other relief. The two shareholder
derivative complaints in California state court have been consolidated. Plaintiffs served a Consolidated Shareholder Derivative Complaint on October 12, 2004. The
defendants have 40 days, or until November 22, 2004, to file a response to the Consolidated Shareholder Derivative Complaint. The defendants have filed a Motion to
Stay the California derivative action and are awaiting a ruling on that Motion. The Company’s response to the Florida derivative complaint is due on October 25, 2004.
We intend to vigorously defend against the derivative actions. We cannot currently predict the impact or resolution of this litigation or reasonably estimate a range of
possible loss, which could be material. The resolution of these lawsuits may harm our business and have a material adverse impact on our financial condition.

Two separate lawsuits were filed in July and September 2004 by two former employees of our Pyongtaek manufacturing facility in South Korea. The suits are based
on a claim of wrongful termination and breach of employment contract. The Company believes that the ultimate outcome of these matters will not have a material
adverse effect on the consolidated financial position, results of operations or liquidity of the Company.

Item 4. Submission of Matters to a Vote of Security Holders
No matters were submitted to a vote of our security holders during the fourth quarter of 2003.
PART II
Item 5. Market For Registrant’s Common Equity and Related Stockholder Matters

Prior to July 16, 2004, our common stock was quoted on the Nasdaq National Market under the symbol “LQMT.” On July 14, 2004, the Company was notified by the
Nasdaq Listing Qualifications Panel that the Company’s common stock would be delisted from the Nasdaq National Market effective with the open of business on
Friday, July 16, 2004. The Company was delisted for its failure to comply with Marketplace Rule 4310(c)(14) due to the Company’s inability to file its Form 10-K for
the fiscal year 2003 and Form 10-Q for the first quarter of 2004. As of July 19, 2004, the shares of Liquidmetal Technologies, Inc. common stock commenced trading in
the Over the Counter (OTC) Pink Sheets Market under the symbol “LQMT.PK.”

The following table sets forth, for the periods indicated, the high and low sale prices for our common stock as reported by The Nasdaq National Market:

Fiscal 2003
High Low
First Quarter $10.41 $5.00
Second Quarter $ 7.20 $4.11
Third Quarter $ 6.50 $3.03
Fourth Quarter $ 3.29 $1.95

The closing price of our common stock as reported on The OTC Pink Sheets Market on October 1, 2004 was $1.88 per share. As of October 1, 2004, there were 238
holders of record of our common stock.

We have never paid a cash dividend on our common stock. We do not anticipate paying any cash dividends on our common stock in the foreseeable future, and we
plan to retain our earnings to finance future growth.

Pursuant to our Registration Statement on Form S-1 (Registration No. 333-73716), as amended, initially filed with the Securities and Exchange Commission on
November 20, 2001 and declared effective May 21, 2002, we closed an initial public offering of 5,000,000 shares of common stock on May 28, 2002, plus an additional
229,000 shares on June 10, 2002 pursuant to an overallotment option, at a price of $15.00 per share (which sale is referred to herein as the “Offering”). The Offering
generated aggregate cash proceeds during the second quarter 2002 of $78.4 million. The net proceeds were $70.7 million after deducting underwriting commissions of
$5.5 million and other transaction fees of $2.2 million. The managing underwriters for the Offering were Merrill Lynch & Co., UBS Warburg, and Robert W. Baird &
Co.

As of December 31, 2003, we had used the $70.7 million of net proceeds from the Offering. In 2002, we used approximately $7.8 million of the net proceeds from the
Offering to repay all outstanding promissory notes and accrued
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interest, $11.1 million to fund the construction of our manufacturing facility in South Korea, $14.3 million to purchase equipment used to manufacture Liquidmetal
parts, $0.4 million to purchase assets related to production and sale of equipment used in the production process of Liquidmetal alloy products, and $0.3 million to
purchase the 51% interest in our majority owned Dongyang subsidiary. During the third quarter of 2002, we used $2.0 million to invest in the common stock of Growell
Metal, which supplied a portion of the Liquidmetal alloy ingots used in our manufacturing operations in Korea. We have since sold such stock. We used the remaining
proceeds of $32.7 million for working capital in 2002 and 2003, excluding $2.1 million paid to Paul Azinger in 2002 and 2003 for amounts due under the terms of his
terminated endorsement agreement with our discontinued retail golf operations.

Item 6. Selected Consolidated Financial Data

We derived the selected consolidated financial data below as of and for each of the three years in the period ended December 31, 2003 from our audited consolidated
financial statements and related notes thereto included elsewhere in this annual report on Form 10-K. The selected consolidated financial data for the years ended
December 31, 2000 and 1999 and as of December 31, 2000 and 1999 have been derived from our unaudited consolidated financial statements not included in this Form
10-K. The following selected consolidated financial data should be read in conjunction with Liquidmetal Technologies, Inc.’s consolidated financial statements and the
related notes thereto, and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this annual report on Form
10-K In addition, readers should note the following information regarding the selected historical consolidated financial data presented below.

We have restated our previously reported consolidated financial statements for the fiscal years ended December 31, 2002 and 2001. The restatement adjustments
resulted in a cumulative net reduction to shareholders’ equity of $2.0 million as of December 31, 2002 and an increase in previously reported net loss of $1.1 million and
$0.9 million for the years ended December 31, 2002 and 2001, respectively. The selected consolidated financial data presented below includes all such restatements. See
Note 2 in the notes to consolidated financial statements, which reflects the restatements of prior year transactions.
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Consolidated Statement of Operations Data:

Revenue

Cost of sales
Gross Profit

Operating expenses:
Selling, general and administrative
Research and development
Impairment of goodwill
Impairment of long lived assets

Total operating expenses

Income (loss) before interest, other income, income taxes, minority

interest and discontinued operations
Interest expense, net

Gain on sale of marketable securities held-for-sale

Income (loss) before income taxes, minority interest and discontinued

operations
Income taxes

Minority interest in loss of consolidated subsidiary

Income (loss) from continuing operations

Loss from operations of discontinued retail golf segment, net
Gain (loss) from disposal of discontinued retail golf segment, net

Net loss

Income (loss) per share from continuing operations — basic and

diluted

Weighted average common shares used to compute income (loss) per
share from continuing operations — basic and diluted

For the Years Ended December 31,

2003 2002 2001 2000 1999

(restated) (restated) ( dited) ( dited)
(in thousands, except per share data)

$ 16,854 $ 11,235 $ 3,882 $ 4,200 $ 2,012
22,188 7,174 1,924 1,983 805
(5,334) 4,061 1,958 2,217 1,207
17,784 13,472 5,239 1,449 847
8,853 11,825 1,726 455 333
184 — — — —
2,684 — — — —
29,505 25,297 6,965 1,904 1,180
(34,839) (21,236) (5,007) 313 27
(84) (603) (1,095) (188) (190)
1,178 832 = = —
(33,745) (21,007) (6,102) 125 (163)
) (123) — — —

21 118 — — —
(33,732) (21,012) (6,102) 125 (163)
— — (5,973) (8,938) (7,977)

127 1,556 (11,949) — —
$(33,605) $(19,456) $(24,024) $(8,813) $(8,140)
$ (0.81) $ (0.54) $ (0.18) $ 0.00 $ (0.01)
41,505 38,714 33,323 30,884 26,788
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Consolidated Balance Sheet Data:

Cash and cash equivalents

Marketable securities held-for-sale

Working capital (deficiency)

Total assets

Long-term debt and capital leases, including current portion
Shareholders’ equity (deficiency)

As of December 31,
2003 2002 2001 2000 1999
(restated) (restated) (unaudited) (unaudited)
(in thousands, except per share data)

$ 3,129 $26,003 $ 2,230 $ 124 $ 314

— 3,068 — — —

629 25,812 (9,573) (1,960) 218

33,026 66,016 6,680 1,945 2,043

4,360 93 2,988 2,506 2,194
16,163 50,599 (7,504) (3,680) (1,461)
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This management’s discussion and analysis should be read in the conjunction with the condensed consolidated financial statements and notes included elsewhere in
this report on Form 10-K.

This management’s discussion and analysis, as well as other sections of this report on Form 10-K, may contain “forward-looking statements” that involve risks and
uncertainties, including statements regarding our plans, future events, objectives, expectations, forecasts, or assumptions. Any statement that is not a statement of
historical fact is a forward-looking statement, and in some cases, words such as “believe,” “estimate,” “ project,” “expect,” “intend,” “may,” “anticipate,” “plans,”
“seeks,” and similar expressions identify forward-looking statements. These statements involve risks and uncertainties that could cause actual outcomes and results to
differ materially from the anticipated outcomes or results, and undue reliance should not be placed on these statements. These risks and uncertainties include, but are
not limited to, the matters discussed under the caption “Factors Affecting Future Results” in Item 1 of this report and other risks and uncertainties discussed in filings
made with the Securities and Exchange Commission (including risks described in subsequent reports on Form 10-Q, Form 10-K, Form 8-K, and other filings).
Liquidmetal Technologies, Inc. disclaims any intention or obligation to update or revise any forward-looking statements, whether as a result of new information, future
events, or otherwise.

» » « » «

OVERVIEW

We are a materials technology company that develops and commercializes products made from amorphous alloys. Our Liquidmetal® family of alloys consists of a
variety of coatings, powders, bulk alloys, and composites that utilize the advantages offered by amorphous alloy technology. We develop, manufacture, and sell products
and components from bulk amorphous alloys that are incorporated into the finished goods of our customers, and we also market and sell amorphous alloy industrial
coatings. We also partner with third-party licensees and distributors to develop and commercialize Liquidmetal alloy products. We have the exclusive right to develop,
manufacture, and sell what we believe are the only commercially viable bulk amorphous alloys.

Amorphous alloys are unique materials that are distinguished by their ability to retain a random atomic structure when they solidify, in contrast to the crystalline
atomic structure that forms in ordinary metals and alloys when they solidify. Liquidmetal alloys possess a combination of performance, processing, and cost advantages
that we believe makes them preferable to other materials in a variety of applications. The amorphous atomic structure of our alloys enables them to overcome certain
performance limitations caused by inherent weaknesses in crystalline atomic structures, thus facilitating performance and processing characteristics superior in many
ways to those of their crystalline counterparts. For example, our zirconium-titanium Liquidmetal alloys are approximately 250% stronger than commonly used titanium
alloys, such as Ti-6Al1-4V, but they have processing characteristics similar in many respects to plastics. We believe these advantages could result in Liquidmetal alloys
supplanting other incumbent materials in a wide variety of applications. Moreover, we believe these advantages will enable the introduction of entirely new products and
applications that are not possible or commercially viable with other materials.

Our revenues are derived from two principal operating segments: Liquidmetal alloy industrial coatings and bulk Liquidmetal alloy products. Liquidmetal alloy
industrial coatings are used primarily as a protective coating for industrial machinery and equipment, such as drill pipe used by the oil drilling industry and boiler tubes
used in coal-burning power plants. The Company’s historical operating information for fiscal year 2001 is based substantially on sales of Liquidmetal alloy coatings. In
the second half of 2002, we began producing bulk Liquidmetal alloy components and products for incorporation into our customers’ finished goods. Bulk Liquidmetal
alloy segment revenue includes sales of parts or components of electronic devices, medical products, and sports and leisure goods; tooling and prototype parts (including
demonstration parts and test samples) for customers with products in development; metal processing equipment; and research and development revenue relating
primarily to defense and medical applications. We expect that these sources of revenue will continue to significantly change the character of our revenue mix.

The cost of sales for our Liquidmetal coatings segment consists primarily of the costs of outsourcing our manufacturing to third parties. Consistent with our
expectations, our cost of sales has been increasing over historical results as we further build our bulk Liquidmetal alloy business. Although we plan to continue
outsourcing the manufacturing of our coatings, we will internally manufacture many products derived from our bulk Liquidmetal alloys.

Selling, general, and administrative expenses currently consist primarily of salaries and related benefits, severance costs, travel, consulting and professional fees,
depreciation and amortization, insurance, office and administrative expenses, and other expenses related to our operations.

Research and development expenses represent salaries, related benefits expense, stock-based compensation, depreciation of research equipment, consulting and
contract services, expenses incurred for the design and testing of
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new processing methods, expenses for the development of sample and prototype products, and other expenses related to the research and development of Liquidmetal
alloys. Costs associated with research and development activities are expensed as incurred. We plan to enhance our competitive position by improving our existing
technologies and developing advances in amorphous alloy technologies. We believe that our research and development efforts will focus on the discovery of new alloy
compositions, the development of improved processing technology, and the identification of new applications for our alloys.

Impairment of goodwill represents the write-down of the goodwill balance of Dongyang Yudoro (“Dongyang”), our 51% owned subsidiary in South Korea. During
2003, Dongyang experienced net losses as a result of a continuing economic downturn in markets for its machinery products. These events, along with Dongyang’s
operating cash flow losses and uncertainty surrounding its future cash flows, led us to evaluate our investment for recoverability as of December 31, 2003. As a result,
we determined that the carrying value of our investment in Dongyang exceeded its fair value as of December 31, 2003 in the amount of $184. In March 2004, we sold
our 51% investment in Dongyang to the 49% minority shareholder. No gain or loss was recorded for this transaction as of December 31, 2003, as the selling price of $80
was equal to our net carrying value for our 51% ownership held.

Impairment of Long-Lived Assets consists of a write-down of the building of our manufacturing facility in South Korea on the basis that the fair value of this building
was determined to be less than the book value as of December 31, 2003. Our significant operational difficulties in 2003 along with our history of operating or cash flow
losses and uncertainty surrounding our future cash flows, led us to evaluate our long-lived assets for recoverability as of December 31, 2003. As a result, we determined
that the carrying value of our manufacturing plant in Pyongtaek, South Korea exceeded its fair value as of December 31, 2003 in the amount of $2,684. The fair value of
the building was based on the average of two independent appraisals of the building obtained in the first quarter of 2004.

Our historical operations, prior to 2002, included our coatings business and our retail golf operation conducted through our majority owned Liquidmetal Golf
subsidiary. On September 29, 2001, our board of directors and the board of directors of Liquidmetal Golf voted to discontinue the retail golf operations of Liquidmetal
Golf in order to conform our operations to our broader corporate business strategy, although Liquidmetal Golf continues to develop golf club components for other golf
club manufacturers. Pursuant to Accounting Principles Board Opinion No. 30, Reporting the Results of Operations — Reporting the Effects of Disposal of a Segment of a
Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions, we reclassified our consolidated financial statements to reflect the
discontinuation of Liquidmetal Golf’s retail golf operations. The revenue, costs and expenses, assets and liabilities, and cash flows of the retail golf business were
segregated in our Consolidated Balance Sheets, Consolidated Statements of Operations and Comprehensive Loss, and Consolidated Statements of Cash Flows. The net
operating results, net assets, and net cash flows of the retail golf business were reported as discontinued operations in our annual consolidated financial statements and in
the condensed consolidated financial statements included in this report on Form 10-K. On April 30, 2002, management terminated the operations of the retail golf
segment by completing the liquidation of the retail golf assets and liabilities.

On May 21, 2003, we completed a reincorporation by transitioning from a California corporation to a Delaware corporation. The reincorporation was effected
through the merger of the former California entity into a newly created wholly owned Delaware subsidiary. The reincorporation changed the legal domicile of our
company but did not result in any change to our business, management, employees, fiscal year, assets or liabilities, or location of facilities. As part of the
reincorporation, each share of the California corporation was automatically converted into one share of the Delaware corporation. In addition, total authorized shares
decreased from 200,000,000 shares to 100,000,000 shares.

The following discussion and analysis of our financial condition and results of operations focuses on the historical results of our continuing operations and reflects the
effect of restating our 2001, 2002 and 2003 (2002 quarterly filings) financial statements for equipment sales made to Growell Metal Co., Ltd. (“Growell”), stock
compensation restatements, the AM Corp revenue restatement, the JS Technologies allowance for bad debt restatement, and the Samsung revenue restatement as
disclosed in Note 2 in the notes to the consolidated financial statements section of this document.

As a part of the accompanying consolidated financial statements and the notes thereto, the Company has restated certain previously issued financial statements due to
the fact that revenues from equipment sales made to Growell Metal Co., Ltd., a South Korean metals processing company (“Growell”), in the third and fourth quarters of
2002 and the first quarter of 2003 should not have been recognized in those periods. Revenues of $873 and $681 from the sales of alloying equipment to Growell were
previously recorded in the quarters ended September 30, 2002 and December 31, 2002, respectively, and revenue of $2,543 from the sale of die casting machines to
Growell was previously recorded in the quarter ended March 31, 2003. The 2002 Growell sale of $1,554 had an associated cost of sales of $1,478, resulting in a profit of
$78 during 2002. The 2003 Growell sales of $2,543 had an associated cost of sales of $840, resulting in profit of $1,703. The effect of the restatement is to eliminate the
recognition of revenue on the alloying equipment sales and to defer the recognition of revenue on the die casting equipment in 2003 until the quarter ended March 31,
2004.
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The Company has reclassified the $757 and $720 of alloying equipment subject to the contingency as Machines held by customer at September 30, 2002 and
December 31, 2002, respectively. The Company has reclassified the die casting equipment at March 31, 2003 and for subsequent quarterly periods as Machines held by
customer, which are included in inventory.

Under terms of a January 10, 2004 settlement of the dispute between Liquidmetal Korea and Growell, Liquidmetal Korea agreed to pay Growell $4,895 to purchase
Growell’s investment in alloy inventories, proprietary alloying equipment purchased from Liquidmetal Korea, and supporting equipment purchased from other suppliers.
Also as part of the settlement, Growell satisfied in full a balance of $2,058 owed to Liquidmetal Korea for the die casting machines Growell purchased from Liquidmetal
Korea in the first quarter of 2003 as part of a license agreement to manufacture Liquidmetal alloy parts for the South Korean automotive industry. The remaining
settlement payable of $2,873 and trade accounts payable of $14 will be paid to Growell (in cash or stock at the Company’s discretion) by December 31, 2004. The
Company recorded a loss on the settlement at December 31, 2003 of $2,765 which is included in “Cost of Sales” in the December 31, 2003 Consolidated Statements of
Operations and Comprehensive Loss. The loss on settlement reflects the write down of the assets received in the settlement to their fair market value. The loss is accrued
for in the “Accounts payable and accrued expenses” section in the December 31, 2003, Consolidated Balance Sheet. The sale of the die casting machines to Growell will
be reflected in the first quarter of 2004. Under the settlement agreement between the parties, the Company and Growell granted to the other party (and the other party’s
affiliates) a release of all known and unknown claims of any nature arising between the parties through the date of settlement, as well as a release against future claims
under agreements between the parties that were terminated as a part of the settlement. The settlement agreement provided that all agreements of any nature between the
parties and their respective affiliates were terminated as of the date of settlement, with the exception of certain confidentiality agreements, a Liquidmetal coatings
distribution agreement, and future rights under the die casting agreement pursuant to which Growell purchased the die casting machines and obtained a license to make
auto parts from Liquidmetal alloys. The settlement agreement also includes, as an accommodation to Growell, if the Company becomes aware of any prospective
customer that desires to purchase a proprietary Company casting machine at a time when Growell desires to sell any of its Liquidmetal die casting machines, then the
Company will not sell such die casting machine to the prospective customer unless the Company first directs the prospective customer to Growell and encourages the
prospective customer to purchase the machine from Growell. These and other transactions with Growell have been disclosed as related party transactions in our notes to
the financials statements.

Stock Compensation Restatement

As a part of the accompanying consolidated financial statements and the notes thereto, the Company has restated certain previously issued financial statements due to
the fact that stock option grants were not calculated in accordance with guidelines under APB Opinion No. 25, SFAS No. 123, and EITF 00-23.

The Company recalculated stock compensation expense considering these corrections and increased unamortized stock-based compensation by $577 and increased
stock compensation expense by $937 as of and for the year ended December 31, 2001. The Company also decreased unamortized stock-based compensation by $797 and
increased stock compensation expense by $533 as of and for the year ended December 31, 2002.

Samsung Restatement

In 2002, the Company was engaged by Samsung to provide liquidmetal alloy parts for cell phones. The Company recognized approximately $315 of mold revenue in
December 2002, which was subsequently written off in March 2003 as bad debt expense. It was determined that the revenue of $315 recognized in 2002 did not meet the
requirement of revenue recognition under SAB 101 and accordingly the Company has restated its revenue and accounts receivable for 2002 by $315.

JS Technologies Restatement

In September 2002, the Company was engaged by JS Technologies to provide molds and MP3 player compact disc cases and recognized approximately $782 of
revenue. JS Technologies did not pay the remaining balance due of $172 because the MP3 player compact disc cases never launched into full production. The Company
decided to write off this balance in January 2003. Consequently, the Company restated its selling, general and administrative expenses and the allowance for doubtful
accounts as of and for the year ended 2002 by recognizing bad debt expense of $169 in 2002.

AM Corporation Restatement

In December 2002, the Company was engaged by AM Corporation to develop knife prototypes for distribution of knives in Europe and recognized $250 of revenue
in 2002 and $250 in 2003. The Company received payment on the revenue recognized in 2002; however, AM Corporation determined it would not continue with
development and consequently did not pay the 2003 receivable of $250 and the Company recorded the $250 as bad debt expense in 2003.
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It was determined that the $250 recorded as revenue in 2003 did not meet the requirement of revenue recognition per SAB 101 and, accordingly, the sale and bad debt
expense were reversed

Results of Operations
Comparison of the years ended December 31, 2003 and 2002

Revenue. Revenue increased $5.7 million to $16.9 million in the twelve months ended December 31, 2003 from $11.2 million in the twelve months ended
December 31, 2002. The increase was due to a $7.3 million increase in revenue earned by our bulk Liquidmetal alloy segment in the twelve months ended December 31,
2003. This increase in our bulk Liquidmetal alloy segment revenue consisted of a revenue increase of $5.0 million from the sale of metal processing equipment, an
increase of $0.1 million from the sale and prototyping of parts manufactured from bulk Liquidmetal alloys, and an increase of $2.2 million from research and
development services related primarily to defense and medical applications. The increase in revenue earned by our bulk Liquidmetal alloy segment was offset by a
decrease of $1.6 million in the revenue earned by our coatings business as compared to the twelve months ended December 31, 2002 due to a slowdown in demand for
drill pipe coatings.

Cost of Sales. Cost of sales increased to $22.2 million, or 132% of revenue, during the twelve months ended December 31, 2003 from $7.2 million, or 64% of
revenue, in the twelve months ended December 31, 2002. The cost of sales as a percentage of revenue increased due to three primary factors: first, a higher percentage of
plant operating costs allocated to manufacturing in the current period, as opposed to the same twelve month period in 2002 when our manufacturing facility was in the
final stages of construction and significant in-plant spending was directed to research and development to support the ramp-up of manufacturing operations; second, the
impact of unprofitable electronic casing components and prototypes moving through our manufacturing mix; and third, the impact of the write-down of excess raw
material in the amount of $1.0 million and the write-down of raw material and equipment inventory in the amount of $2.8 million in connection with a settlement of a
dispute with Growell which was finalized in January 2004.

Although the cost to manufacture parts from our bulk Liquidmetal alloys is variable and differs based on the unique design of each product, we expect gross margin to
improve as we limit production and prototyping to select products that require the high-performance qualities of Liquidmetal alloys and can be priced accordingly.
Furthermore, we believe that strategic licensing agreements and other relationships to advance the development of our technology and processes that we will pursue
could also contribute to improved gross margins. The cost of sales for the products sold by the coatings business is expected to remain generally consistent because
Liquidmetal coatings products are produced by third parties and sold wholesale to various industries.

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses increased to $17.8 million, or 106% of revenue, in the twelve months
ended December 31, 2003 from $13.5 million, or 120% of revenue, in the twelve months ended December 31, 2002. This increase was primarily a result of costs
incurred for closing our Tampa, Florida offices, which included: an increase in severance costs of $2.2 million for releasing a substantial number of these employees as
well as our expense and accrual of $0.8 million for terminating our office lease, due to the determination that we will be unable to sublease this space over the remaining
term; an increase in professional fees, consultant fees, and contract services of $0.8 million; an increase in insurance expense of $0.5 million; an increase in data
communications expense of $0.2 million; an increase in depreciation expense of $0.3 million; an increase of warranty expense of $0.5 million; and a $0.3 million
increase in expenses associated with the disposition of certain assets in the twelve months ended December 31, 2003. The increase in selling, general and administrative
expenses are associated with the aforementioned cost reduction measures, including the consolidation of offices, the staff reductions, and a corresponding shift in
strategy for the continued development of our bulk Liquidmetal alloy business. This was partially offset by a decrease in advertising expense of $0.1 million; a decrease
in bad debt expense of $0.9 million; and a $0.7 million decrease in stock compensation expense.

Research and Development Expenses. Research and development expenses decreased to $8.9 million, or 53% of revenue, in the twelve months ended December 31,
2003 from $11.8 million, or 105% of revenue, in the twelve months ended December 31, 2002. This decrease was partially a result of the maturing of our manufacturing
process and related processing capabilities, the consolidation of our facilities into our California Technology Center, and the discontinuation of certain prototyping and
developmental activities that occurred extensively while the Company was identifying our current technology capabilities and limitations. These decreases were partially
offset by increases in providing research grants to various institutions to advance the development of Liquidmetal alloys. In the category of research and development
expenses: travel decreased by $0.2 million; professional fees, consultant fees, and contract services decreased by $1.6 million; laboratory and prototyping expenses
decreased by $0.9 million; and stock compensation expense decreased by $1.4 million. These expenses were partially offset by increases in depreciation of research
equipment of $0.4 million, increased research grants to educational institutions of $0.1 million, and increase to salaries, wages and severance net of $0.5 million.
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Impairment of Goodwill. Impairment of goodwill represents the write-down of the goodwill balance of Dongyang Yudoro (“Dongyang”), our 51% owned subsidiary
in South Korea. During 2003, Dongyang experienced net losses as a result of a continuing economic downturn in the market for its machinery products. These events
along with Dongyang’s operating, and cash flow losses, and uncertainty surrounding its future cash flows, led us to evaluate our investment for recoverability as of
December 31, 2003. As a result, we determined that the carrying value of our investment in Dongyang exceeded its fair value as of December 31, 2003 in the amount of
$184. In March 2004, we sold our 51% investment in Dongyang to the 49% minority shareholder. No gain or loss was recorded for this transaction as of December 31,
2003, as the selling price of $80 was equal to our net carrying value for our 51% ownership held.

Impairment of Long Lived Assets. Impairment expense represents a write-down of the building of our manufacturing facility in South Korea. Due to the decreased
production and usage of our Pyongtaek manufacturing operation, we decided to obtain independent appraisals as to the fair value of this building. Accordingly, the fair
value of the building as determined by the average of the two independent appraisal was less than the carrying value of the building as of December 31, 2003.

Interest Expense. Interest expense was $0.4 million, or 2% of revenue, in the twelve months ended December 31, 2003 and was $1.1 million, or 10% of revenue, in
the twelve months ended December 31, 2002. During the twelve months ended December 31, 2003, interest expense was primarily due to interest accrued on the
Kookmin Bank loan to our South Korean subsidiary made on February 4, 2003. During the twelve months ended December 31, 2002, interest expense was primarily due
to the amortization of the fair value of warrants granted in connection with subordinated promissory notes we issued in February 2001.

Interest Income. Interest income was $0.3 million, or 2% of revenue, in the twelve months ended December 31, 2003 due to interest earned on short-term, investment
grade, interest-bearing securities. During the twelve months ended December 31, 2002, interest income was $0.5 million, or 5% of revenue, which was interest earned
from the proceeds of our May 22, 2002 initial public offering.

Gain from Sale of Investment. In April 2003 we sold our remaining shares of Growell Metal Co., Ltd. that were purchased in July 2002. We recognized a $1.2 million
gain on the sale of these shares.

Comparison of the years ended December 31, 2002 and 2001

Revenue. Revenue increased to $11.2 million in the twelve months ended December 31, 2002 from $3.9 million in the twelve months ended December 31, 2001. This
increase was primarily due to increased revenues in our bulk Liquidmetal alloys segment. Included in sales related to our bulk Liquidmetal alloys were revenue derived
from sales of parts and prototypes made from our alloys, equipment sales, revenue recognized from research and development contracts with the U.S. Department of
Defense related to our bulk Liquidmetal alloys, and revenue recognized from the delivery of our first production products manufactured from our bulk Liquidmetal
alloys. Additionally, revenue was derived from sales of our Liquidmetal coatings. Revenue from the sales and prototyping of parts manufactured from our bulk
Liquidmetal alloys increased by $4.0 million over 2001. Revenue from the sales of Liquidmetal coatings products increased by $1.0 million. Additionally, revenue of
furnace equipment increased by $0.2 million as a result of the purchase of a 51% interest in Dongyang Yudoro (“Dongyang”), a South Korean furnace equipment
company, and revenue from our research and development contracts, including contracts with the Department of Defense, increased $2.1 million.

Cost of Sales. Cost of sales increased to $7.2 million, or 64% of revenue, in the twelve months ended December 31, 2002 from $1.9 million, or 50% of revenue, in the
twelve months ended December 31, 2001. This increase was primarily a result of costs to manufacture products made from our bulk Liquidmetal alloys and the cost of
furnace equipment sold in the twelve months ended December 31, 2002. The increase in cost of sales as a percentage of revenue was also the result of increased costs
required to manufacture products made from our bulk Liquidmetal alloys and costs to manufacture the furnace equipment sold in the twelve months ended December 31,
2002. Our Liquidmetal coatings products are produced by third parties and sold wholesale to various industries. The cost of sales for these coating products is generally
fixed. However, the cost to manufacture parts from our bulk Liquidmetal alloys is variable and differs based on the part design. As expected, cost of sales as a percentage
of revenue has continued to increase as our revenue mix has shifted more toward the bulk alloy business.

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses increased to $13.5 million, or 120% of revenue, in the twelve months
ended December 31, 2002 from $5.2 million, or 135% of revenue, in the twelve months ended December 31, 2001. This increase was primarily a result of: an increase in
wages of $3.2 million; an increase in professional fees, consultant fees, and contract services of $1.2 million; an increase in travel expenses of $0.7 million; an increase
in property rent of $0.6 million; an increase in insurance expenses of $0.5 million; an increase in product warranty expense of $0.2 million; and an increase in bad debt
expense of $0.9 million incurred in the twelve months ended December 31, 2002. These and other increases in selling, general and
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administrative expenses represent the continued additions to our corporate infrastructure required to prepare for and support the anticipated growth of our bulk
Liquidmetal alloy business.

Research and Development Expenses. Research and development expenses increased to $11.8 million, or 105% of revenue, in the twelve months ended December 31,
2002 from $1.7 million, or 44% of revenue, in the twelve months ended December 31, 2001. This increase was partially a result of expenses related to the continued
research and development of new Liquidmetal alloys and related processing capabilities, including the hiring of additional research employees, developing new
manufacturing techniques, and contracting with consultants to advance the development of Liquidmetal alloys. Salaries and wages increased by $2.8 million,
professional fees, consultant fees, and contract services increased by $2.0 million, laboratory and prototyping expenses increased by $2.8 million, and travel related
expenses increased by $0.4 million. The increase in research and development expenses in the twelve months ended December 31, 2002 also included $0.2 million in
accelerated depreciation attributable to the acceleration of the estimated useful lives of certain capitalized research and development equipment and an increase in stock-
based compensation expense of $1.0 million, primarily triggered by modifications made to accelerate the remaining vesting periods of stock options in connection with
the hiring of certain consultants as employees in March 2002.

Interest (Expense) Income, Net. Interest expense, net was at ($0.6) million, or 5.0% of revenue, in the twelve months ended December 31, 2002 and was ($1.1)
million, or 28% of revenue, in the twelve months ended December 31, 2001. The interest expense, net was primarily due to the amortization of the fair value of warrants
granted in connection with subordinated promissory notes we issued in February 2001. In the twelve months ended December 31, 2002, these subordinated promissory
notes were paid, requiring the unamortized fair value of the warrants granted in connection with these subordinated promissory notes to be expensed fully in the twelve
months ended December 31, 2002 in an amount totaling $0.5 million. Also in the twelve months ended December 31, 2002, we earned $0.5 million in interest income
from the investment of the net proceeds of our initial public offering.

Gain from Sale of Investment. In December of 2002 we sold 30% of the shares of Growell Metal Co., Ltd. that were purchased in July 2002. We recognized a
$0.8 million gain on the sale of these shares.

QUARTERLY RESULTS

The following information presents our audited quarterly operating results for 2003 and 2002. The data has been prepared by Liquidmetal Technologies, Inc. on a
basis consistent with the Consolidated Financial Statements included elsewhere in this Form 10-K, and includes all adjustments, consisting of normal recurring accruals,
that we consider necessary for a fair presentation thereof. Included in our 2003 fourth quarter results are costs charged to our cost of sales for the write-down of raw
materials of $1.0 million and a $2.8 million write-down of inventory and equipment recorded in connection with a dispute settlement with Growell. In addition, as a
result of the Company’s cost reduction measures taken in the fourth quarter, our selling, general, and administrative expenses include severance costs of $2.4 million and
office relocation costs of $0.8 million. These operating results are not necessarily indicative of our future performance.

These statements should be read in conjunction with restatement footnote 2 which is in the accompanying notes to the consolidated financial statements. The
Company is restating its 2001 financial results due to a stock compensation transaction. The Company is restating its 2002 and 2003 financial results due to the restating
of revenue of machine sales to Growell Metal, the restatement of revenue from transactions with AM Corp and Samsung, the restatement of allowance for doubtful
accounts and general & administrative expense for outstanding receivables from JS Technologies, and additional transactions associated with stock compensation
expense.

The quarterly results for the three months ended 12/31/03 and 9/30/03 did not require restatement. A summary of the significant effects of the restatement is as
follows:
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Consolidated Statements of Operations Data:

For the Three Months Ended

Revenue

Cost of sales
Gross profit

Operating expense:
Selling, general, and administrative
Research and development
Impairment of goodwill
Impairment of long lived assets

Total operating expenses

Loss before interest, other income, income taxes, minority interest and discontinued operations

Interest expense, net

Loss before income taxes, minority interest and discontinued operations

Income taxes

Minority interest in gain (loss) income of consolidated subsidiary

Loss from continuing operations

Gain from disposal of discontinued retail golf segment, net

Net loss

Loss per share from continuing operations — basic and diluted

Weighted average common shares used to compute loss per share from continuing operations — basic and

diluted

9/30/03
No restatement
12/31/03 Required-as filed
(In thousands, except per share data)
$ 3315 $ 3,524
8,162 4,882
(4,847) (1,358)
5,243 3,732
1,025 981
184 —
2,684
9,136 4,713
(13,983) (6,071)
(86) (53)
(14,069) (6,124)
5) 23
(14,074) (6,101)
127 —
$(13,947) $(6,101)
$ (0.39) $ (0.15)

41,610 41,610
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For the Three Months Ended

6/30/03 3/31/03
Previously 6/30/03 Previously 3/31/03
Consolidated Statements of Operations Data: Reported Restated Reported Restated

(In thousands, except per share data)

Revenue $ 6,409 $ 6,409 $ 6,559 $ 3,606
Cost of sales 6,389 6,124 3,883 3,020
Gross profit 20 285 2,676 586
Operating expense:
Selling, general, and administrative 4,704 4,704 4,507 4,105
Research and development 2,809 2,809 4,038 4,038
Total operating expenses 7,513 7,513 8,545 8,143
Loss before interest, other income, income taxes, minority interest and
discontinued operations (7,493) (7,228) (5,869) (7,557)
Interest income (expense), net (13) (13) 68 68
Gain on sale of marketable securities held-for-sale 1,178 1,178 — —
Loss before income taxes, minority interest and discontinued operations (6,328) (6,063) (5,801) (7,489)
Income taxes (€)) 8) — —
Minority interest in (loss) income of consolidated subsidiary 10 10 7) )
Loss from continuing operations (6,326) (6,061) (5,808) (7,496)
Net loss $(6,326) $(6,061) $(5,808) $(7,496)
Loss per share from continuing operations — basic and diluted $ (0.15) $ (0.15) $ (0.14) $ (0.18)
Weighted average common shares used to compute loss per share from
continuing operations — basic and diluted 41,587 41,597 41,229 41,390
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For the Three Months Ended

12/31/02 9/30/02
Previously 12/31/02 Previously 9/30/02
Consolidated Statements of Operations Data: Reported Restated Reported Restated

(In thousands, except per share data)

Revenue $ 5,877 $ 4,852 $ 3,655 $ 2,776
Cost of sales 4,286 3,660 2,524 1,645
Gross profit 1,591 1,192 1,131 1,131
Operating expense:
Selling, general, and administrative 3,726 3,898 3,912 3,912
Research and development 4,817 4,817 2,652 2,652
Total operating expenses 8,543 8,715 6,564 6,564
Loss before interest, other income, income taxes, minority interest and
discontinued operations (6,952) (7,523) (5,433) (5,433)
Interest income, net 113 113 291 291
Gain on sale of marketable securities held-for-sale 832 832 — —
Loss before income taxes, minority interest and discontinued operations (6,007) (6,578) (5,142) (5,142)
Income taxes (123) (123) — —
Minority interest in (loss) income of consolidated subsidiary 204 204 (76) (76)
Loss from continuing operations (5,926) (6,497) (5,218) (5,218)
Gain (loss) from disposal of discontinued retail golf segment, net (418) (418) 1,466 1,466
Net loss $(6,344) $(6,915) $(3,752) $(3,752)
Loss per share from continuing operations — basic and diluted $ (0.14) $ (0.16) $(0.013) $ (0.13)
Weighted average common shares used to compute loss per share from
continuing operations — basic and diluted 40,995 40,995 40,993 40,993
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For the Three Months Ended

6/30/02 3/31/02
Previously 6/30/02 Previously 3/31/02
Consolidated Statements of Operations Data: Reported Restated Reported Restated
(In thousands, except per share data)

Revenue $ 2,144 $ 2,144 $ 1,463 $ 1,463
Cost of sales 1,187 1,187 682 682

Gross profit 957 957 781 781
Operating expense:

Selling, general, and administrative 2,860 2,926 2,269 2,736

Research and development 1,660 1,660 2,696 2,696

Total operating expenses 4,520 4,586 4,965 5,432

Loss before interest, other income, income taxes, minority interest and

discontinued operations (3,563) (3,629) (4,184) (4,651)

Interest expense, net (695) (695) (312) (312)
Loss before income taxes, minority interest and discontinued operations (4,258) (4,324) (4,496) (4,963)

Minority interest in loss of consolidated subsidiary (10) (10) — —
Loss from continuing operations (4,268) (4,334) (4,496) (4,963)

Gain (loss) from disposal of discontinued retail golf segment, net 1,038 1,038 (530) (530)
Net loss $(3,230) $(3,296) $(5,026) $(5,493)
Loss per share from continuing operations — basic and diluted $ (0.11) $ (0.11) $ (0.13) $ (0.14)
Weighted average common shares used to compute loss per share from

continuing operations — basic and diluted 37,697 37,697 35,080 35,080
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Consolidated Statements of Operations Data:

For the Twelve Months Ended

12/31/01
Previously
Filed

12/31/01
Restated

Revenue
Cost of sales
Gross profit
Operating expense:
Selling, general, and administrative
Research and development
Total operating expenses
Loss before interest, other income, income taxes, minority interest and discontinued operations
Interest expense, net
Loss from continuing operations
Loss from operations of discontinued retail golf segment, net
Loss from disposal of discontinued retail golf segment, net
Net loss

Loss per share from continuing operations — basic and diluted

Weighted average common shares used to compute loss per share from continuing operations — basic
and diluted
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(In thousands, except per share data)

$ 3,882
1,924
1,958

4,301
1,726
6,027

(4,069)
(1,095)
(5,164)
(5,973)
(11,949)
$(23,086)

$ (0.15)

33,323

3,882
1,924
1,958

5,239
1,726
6,965
(5,007)
(1,095)
(6,102)
(5,973)
(11,949)
$(24,024)

$ (0.18)

33,323
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LIQUIDITY AND CAPITAL RESOURCES

Our operating activities, including our discontinued retail golf operations, used cash of $27.4 million for the twelve months ended December 31, 2003 and
$19.3 million for the twelve months ended December 31, 2002. Cash used in operating activities for the twelve months ended December 31, 2003 resulted from net cash
used by discontinued operations of $1.0 million and net cash used by continuing operations of $26.4 million. Cash used in operating activities for the twelve months
ended December 31, 2002 resulted from net cash used by discontinued operations of $2.5 million and net cash used by continuing operations of $16.9 million. Our
working capital was $.6 million as of December 31, 2003. Cash used by continuing operations, excluding discontinued retail golf operations, in the twelve months ended
December 31, 2003 resulted primarily from operating losses from continuing operations of $33.7 million.

Our investing activities used cash of $0.2 million for the twelve months ended December 31, 2003 for the acquisition of property and equipment of $2.5 million and
investment in patents and trademarks of $0.3 million. These expenditures were offset by the net proceeds from the sale of marketable securities of $2.6 million.

Our financing activities provided $4.9 million in cash for the twelve months ended December 31, 2003, which consists primarily of $5.5 million in proceeds from
borrowings from Kookmin Bank and $0.9 million in proceeds from exercised stock options. On February 4, 2003, our Korean subsidiary received 6,500,000 in South
Korean Won, or approximately $5,488, under a loan from Kookmin Bank of South Korea. The loan bears interest at an annual rate of 7.1%. In the event of delayed
repayment, the interest increases to a maximum of 21%, depending on the length of time the repayment is delayed. As reflected in Footnote 13 to the accompanying
financial statements, the balance of the Kookmin loan as of December 31, 2003 was $4,047.

We currently anticipate substantially lower capital expenditures for at least the next twelve months. We anticipate that our capital expenditures will be approximately
less than $0.5 million for the full year 2004 for the acquisition of furniture, fixtures, and other business equipment. This amount is subject to change, however,
depending upon the nature and the amount of the product orders that we actually receive from customers.

Our capital requirements during the next twelve months will depend on numerous factors, including the success of existing products either in manufacturing or
development, the development of new applications for Liquidmetal alloys, the resources we devote to develop and support our Liquidmetal alloy products, and the
success of pursuing strategic licensing and funded product development relationships with external partners. During the next twelve months, based on our current
business plan, we expect to have sufficient resources to continue to devote limited capital to our research and development activities, to further develop and strengthen
our manufacturing technology, and to provide for working capital and other general corporate purposes. However, based on our historical operating results and the
continued development of our manufacturing capabilities and alloy compositions, there exists the possibility that these resources will not be adequate to operate at the
proposed business plan levels. These expenses and capital expenditures could consume a material amount of our cash resources, but the amount of these requirements
will depend on the nature and amount of orders we receive for the purchase of our bulk Liquidmetal alloy products.

Our business is based on commercializing an entirely new and unique technology, and our current business plan contains a variety of assumptions and expectations
that are subject to uncertainty, including assumptions and expectations about order flow, unit volumes, manufacturing efficiencies, product cost and pricing, continuing
technology improvements, customer adoption practices, strategic licensing relationships and other relevant matters. These assumptions take into account recent
significant cost reductions, as well as recent improvements to our manufacturing processes. We have experienced losses from continuing operations during the last two
fiscal years and have an accumulated deficit of $112.6 million as of December 31, 2003. Cash used in continuing operations for the years ended December 31, 2003 and
December 31, 2002 was $26.4 million and $16.9 million, respectively, and cash flow from continuing operations was negative throughout the first and second quarters of
2004. At December 31, 2003, our principal source of liquidity was $3.1 million of cash and cash equivalents and trade accounts receivables of $4.2 million. Such
conditions raise substantial doubt that our Company will be able to continue as a going concern for a reasonable period of time without receiving additional funding.
These operating results occurred while we were developing and attempting to commercialize and manufacture products from an entirely new and unique technology.
This business plan required significant spending related to start-up costs and capital expenditures. These factors have placed a significant strain on our financial
resources. The ultimate success of the Company depends on our ability to continue to reduce operating costs, generate higher revenue, achieve positive cash flow from
continuing operations and achieve profitability.

On March 3, 2004, we sold $9.4 million of 6.0% senior convertible notes due 2007 (the “March Notes”) to investor groups in a transaction led by Michigan Venture
Capital Co., Ltd, a South Korea-based institutional investment firm, and IndiGo Ventures LLC, a New York-based investment firm that served as a financial advisor to
the Company for the
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transaction. The notes were convertible at any time into our common stock at a price of $3.00 per share. Investors in the private placement received warrants to purchase
an aggregate amount of up to approximately 1.1 million shares of common stock, exercisable at $3.00 per share for varying periods but no later than 100 days following
the effectiveness of a registration statement covering the resale of shares issuable upon exercise of the warrants. In addition, the investors had the right to call for

repayment of the notes prior to maturity at any time after the second anniversary of the closing of the transaction. (see note 13 to the Consolidated Financial Statements),

On August 19, 2004, we completed a private exchange offer for our March Notes. Under terms of the exchange offer, approximately $5.5 million in aggregate
principal amount of the March Notes pursuant to a Note Exchange Agreement with the holders of the March Notes have been exchanged for an aggregate of (i)
$2.75 million of 6% Senior Secured Notes Due 2007 (the “Long-Term Notes”) and (ii) $2.75 million of 10% Senior Secured Notes Due 2005 (the “Short-Term Notes”).
In addition, we voluntarily redeemed approximately $4.5 million of the March Notes, in cash. The Short-Term Notes have a maturity date of July 29, 2005, and a
conversion price of $2.00 per share (compared to a conversion price of $3.00 per share under the March Notes). The Long-Term Notes have a maturity date of July 29,
2007, and a conversion price of $1.00 per share. Holders of the Long-Term Notes will also have the right to call for repayment of the Long-Term Notes prior to maturity
at any time after the second anniversary of the closing of the exchange offer. In addition, holders of both the Long-Term Notes and Short-Term Notes will have the right
to call for repayment of the notes if we do not, within 180 days of the issuance of the notes, become compliant with our SEC reporting obligations and become listed or
quoted on the OTC Bulletin Board, the Nasdaq Stock Market, or other national securities exchange. A total of 562,151 warrants to purchase our common stock at an
exercise price of $3.00 per share—all of which were previously issued in connection with the purchase of the March Notes—have been amended to provide for an
extended expiration date of March 1, 2006. As of October 27, 2004, we were in breach of a covenant in the Note Exchange Agreement requiring us to become current in
our SEC filings, as well as file a registration statement with the SEC for the shares into which the notes are convertible, within 90 days of the issue date of the new notes.
If written notice of default is delivered to us for breach of this covenant, then we will have a period of 30 days to cure the breach before it becomes an event of default
under the notes, and if the breach is not cured during such time period, the holders of the notes will become entitled to accelerate the remaining balance of their
respective notes and declare them immediately due and payable. As of the date of the filing of this Form 10-K, we have not received a notice of default with respect to
this matter.

Our future success depends on our ability to continue reducing operating costs and ultimately to generate higher revenue and attain profitability. We cannot be certain
that additional capital, whether through selling additional debt or equity securities or obtaining a line of credit or other loan, will be available to us or, if available, will be
on terms acceptable to us. If we issue additional securities to raise funds, these securities may have rights, preferences, or privileges senior to those of our common stock,
and our current stockholders may experience dilution.

In March 1996, we entered into a distribution agreement whereby we granted to a third party exclusive rights to market and sell golf products incorporating
Liquidmetal technology to certain Japanese sporting equipment companies. The third party paid us a $1.0 million distribution fee as part of this agreement, of which a
portion was refundable according to a formula based on the gross profit earned by the third party. The remaining unearned distribution fee of $0.8 million has not been
refunded as of March 31, 2004, and we do not believe the third party is entitled to a refund. On March 28, 2003, the distribution agreement was terminated and we
entered into a new agreement to pay to the same third party a commission on the net sales price of all Liquidmetal golf equipment that is shipped by our Company or its
affiliates to Japanese golf companies for sale into the Japanese end-market. This commission will apply to golf equipment shipped by our Company or its affiliates
during the period beginning on March 28, 2003 and ending on March 28, 2006. If, by March 28, 2006, we have not paid $0.4 million in commission payments, the
balance between commissions paid and $0.4 million will be paid by April 30, 2006, thereby guaranteeing the third party a $0.4 million minimum payment during the
term of the agreement. We will recognize the unearned distribution fee of $0.8 million as revenue proportionately with the payment of commissions under the letter
agreement.

USE OF PROCEEDS

Pursuant to our Registration Statement on Form S-1 (Registration No. 333-73716), as amended, initially filed with the Securities and Exchange Commission on
November 20, 2001 and declared effective May 21, 2002, we closed an initial public offering of 5,000,000 shares of common stock on May 28, 2002, plus an additional
229,000 shares on June 10, 2002 pursuant to an overallotment option, at a price of $15.00 per share (which sale is referred to herein as the “Offering”). The Offering
generated aggregate cash proceeds during the second quarter 2002 of $78.4 million. The net proceeds were $70.7 million after deducting underwriting commissions of
$5.5 million and other transaction fees of $2.2 million. The managing underwriters for the Offering were Merrill Lynch & Co., UBS Warburg, and Robert W. Baird &
Co.

As of December 31, 2003, we have used the $70.7 million of net proceeds from the Offering. In 2002, we used approximately $7.8 million of the net proceeds from
the Offering to repay all outstanding promissory notes and accrued

38




Table of Contents

interest, $11.1 million to fund the construction of our manufacturing facility in South Korea, $14.3 million to purchase equipment used to manufacture Liquidmetal
parts, $0.4 million to purchase assets related to production and sale of equipment used in the production process of Liquidmetal alloy products, and $0.3 million to
purchase the 51% interest in our majority owned Dongyang subsidiary. During the third quarter of 2002, we used $2.0 million to invest in the common stock of Growell
Metal, which supplied a portion of the Liquidmetal alloy ingots used in our manufacturing operations in Korea. We have since sold such stock, realizing a gain on the
sale. We used the remaining proceeds of $32.7 million for working capital in 2002 and 2003, excluding $2.1 million paid to Paul Azinger in 2002 and 2003 for amounts
due under the terms of his terminated endorsement agreement with our discontinued retail golf operations.

OFF-BALANCE SHEET ARRANGEMENTS

An off-balance sheet arrangement is any transaction, agreement or other contractual arrangement involving an unconsolidated entity under which a company has
(1) made guarantees, (2) a retained or a contingent interest in transferred assets, (3) an obligation under derivative instruments classified as equity, or (4) any obligation
arising out of a material variable interest in an unconsolidated entity that provides financing, liquidity, market risk or credit risk support to the company, or that engages
in leasing, hedging, or research and development arrangements with the company.

We have made no arrangements of the types described in any of the categories that may have a material current or future effect on our financial condition, liquidity or
results of operations. See Note 11 to the Consolidated Financial Statements contained in this Annual Report on Form 10-K.
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CONTRACTUAL OBLIGATIONS

The following table of material debt and lease commitments at December 31, 2003, summarizes the effect these obligations are expected to have on our cash flow in
the future periods set forth below (in thousands):

Payments due by period

Less than More than
Total 1 year 1-3 years 3-5 years 5 years

(in thousands, except per share data)
Contractual Obligations

Long-term debt $4,047 $1,032 $3,015 $ — $—
Capital lease obligation 348 135 206 7 —
Operating leases and rents 2,478 886 1,426 166 —
Purchase obligations 2,500 — 2,500 — —

Total $9,373 $2,053 $7,147 $173 $—

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States requires us to make estimates
and assumptions that affect reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. These estimates and assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances. Actual results could differ materially from these estimates under different assumptions or conditions.

We believe that the following accounting policies are the most critical to our consolidated financial statements since these policies require significant judgment or
involve complex estimates that are important to the portrayal of our financial condition and operating results:

* Our earnings and cash flows are subject to fluctuations due to changes in non-U.S. currency exchange rates. We are exposed to non-U.S. exchange rate
fluctuations as the financial results of non-U.S. subsidiaries are translated into U.S. dollars. As exchange rates vary, those results, when translated, may vary
from expectations and adversely impact overall expected profitability. The cumulative translation effects for subsidiaries using functional currencies other than
the U.S. dollar are included in accumulated foreign exchange translation in shareholders’ equity. Movements in non-U.S. currency exchange rates may affect our
competitive position, as exchange rate changes may affect business practices and/or pricing strategies of non-U.S. based competitors.

+ We record an accrual for potential product warranty costs. Due to the lack of historical information for warranty expense related to bulk alloy products,
management estimates product warranties as a percentage of bulk alloy product sales earned during the period. In the event in future periods the actual product
warranty costs consistently exceed the estimate for product warranty costs, an adjustment would be made and income would decrease in the period of such
determination. Likewise, in the event we determine that actual product warranty costs are consistently lower than the estimate for product warranty costs, an
adjustment would be made and income would increase in the period of such determination.

» We record an allowance for doubtful accounts as a contra-asset to our trade receivables for estimated uncollectible accounts. Management estimates the amount
of potentially uncollectible accounts by reviewing significantly past due customer balances relative to historical information available for those customers. In the
event, in future periods, actual uncollectible accounts exceed the estimate for uncollectible accounts, an adjustment would be made and income would decrease
in the period of such determination. Likewise, in the event, in future periods, actual uncollectible accounts are lower than the estimate for uncollectible accounts,
an adjustment would be made and income would increase in the period of such determination.

» We value inventories at lower of cost or net realizable value. Management has determined net realizable value to be equal to the selling price of the products to
be produced and sold less the cost of disposal. In the event, in future periods, the actual selling prices exceed the estimate for selling prices less cost to sell, an
adjustment would be made and income would increase in the period of such determination. Likewise, in the event, in future periods, actual selling prices are
lower than the estimate for selling prices, an adjustment would be made and income would decrease in the period of such determination. During 2003 we
reduced
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the carrying value of raw materials held by its subsidiary, Liquidmetal Korea, by the amounts considered to be obsolete. During 2003 we reduced the carrying
value of our inventories by $1,004 as we determined that certain raw material and inventories exceeded their net realizable value as of December 31, 2003.
Additionally, we recorded a write-down of $2,765 of raw material and machine inventory associated with the settlement of a dispute with a customer, Growell,
in December 2003. Such write-down adjustments are included within Cost of Sales. (see footnote 2)

» We record valuation allowances to reduce the deferred tax assets to the amounts estimated to be realized. While we consider taxable income in assessing the
need for a valuation allowance, in the event we determine we would be able to realize our deferred tax assets in the future in excess of the net recorded amount,
an adjustment would be made and income increased in the period of such determination. Likewise, in the event we determine we would not be able to realize all
or part of our deferred tax assets in the future, an adjustment would be made and charged to income in the period of such determination.

RECENT ACCOUNTING PRONOUNCEMENTS

In April 2002, the FASB issued SFAS No. 145, Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections.
SFAS No. 145 rescinds SFAS No. 4, Reporting Gains and Losses from Extinguishment of Debt, and an amendment of that Statement, SFAS No. 64, Extinguishments of
Debt Made to Satisfy Sinking-Fund Requirements. This Statement also rescinds SFAS No. 44, Accounting for Intangible Assets of Motor Carriers. SFAS No. 145
amends SFAS No. 13, Accounting for Leases, to eliminate an inconsistency between the required accounting for sale-leaseback transactions and the required accounting
for certain lease modifications that have economic effects that are similar to sale-leaseback transactions. This Statement also amends other existing authoritative
pronouncements to make various technical corrections, clarify meanings, or describe their applicability under changed conditions. The provisions of this Statement
related to the rescission of Statement 4 are required to be applied in fiscal years beginning after May 15, 2002. The provisions in paragraphs 8 and 9(c) of this Statement
related to Statement 13 are required to be applied to transactions occurring after May 15, 2002. Any gain or loss on extinguishment of debt that was classified as an
extraordinary item in prior periods presented that does not meet the criteria in APB No. 30 for classification as an extraordinary item is required to be reclassified. All
other provisions of this Statement are effective for financial statements issued on or after May 15, 2002. We elected to early adopt SFAS No. 145 during the second
quarter of 2002. The effect of adopting SFAS No. 145 was to increase interest expense by $0.5 million, increase net loss from continuing operations by $0.5 million, and
to increase basic and diluted loss from continuing operations per share by $0.01.

In June 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated With Exit or Disposal Activities. SFAS No. 146 addresses financial accounting and
reporting for costs associated with exit or disposal activities and nullifies Emerging Issues Task Force (EITF) Issue No. 94-3, Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring). SFAS No. 146 requires costs associated with exit or
disposal activities to be recognized when the costs are incurred, rather than at a date of commitment to an exit or disposal plan. SFAS No. 146 is effective for exit or
disposal activities that are initiated after December 31, 2002. The adoption of SFAS No. 146 did not have a material impact on our financial position or results of
operations.

In November 2002, the FASB issued FASB Interpretation No. 45, Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others (“Interpretation 45”). Interpretation 45 changes the accounting for and the disclosure of guarantees. Interpretation 45 requires that
guarantees meeting the characteristics described in the Interpretation be initially recorded at fair value in contrast to SFAS No. 5, which requires recording a liability
when a loss is probable and reasonably estimable. The disclosure requirements of Interpretation 45 are effective for financial statements of annual periods ending after
December 31, 2002. The initial recognition and initial measurement provisions of Interpretation 45 are effective on a prospective basis to guarantees issued or modified
after December 31, 2002. The adoption of Interpretation 45 did not have a material impact on our financial position or results of operations.

In December 2002, SFAS No. 148, Accounting for Stock-Based Compensation-Transition and Disclosure, was issued by the FASB. This standard amends SFAS
No. 123 to provide alternative methods of transition for a voluntary change to the fair value method of accounting for stock-based employee compensation. In addition,
this standard amends the disclosure requirements of SFAS No. 123 to require prominent disclosures in both annual and interim financial statements about the method of
accounting for stock-based employee compensation and the effect of the method used on reported results. SFAS No. 148 is effective for financial statements for fiscal
years ending after December 15, 2002. We implemented SFAS No. 148 effective January 1, 2003 regarding disclosure requirements for condensed financial statements
for interim periods. We have elected not to change to the fair value based method of accounting for stock-based employee compensation.
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In January 2003, the FASB issued FASB Interpretation No. 46 Consolidation of Variable Interest Entities, an interpretation of Accounting Research Bulletin (“ARB”)
No. 51, Consolidated Financial Statements (“FIN 46”) and a revised interpretation of FIN 46 (FIN 46-R) in December 2003 in an effort to expand upon existing
accounting guidance that addresses when a company should consolidate the financial results of another entity. FIN 46 requires “variable interest entities”, as defined to
be consolidated by a company if that company is subject to a majority of expected losses of the entity or is entitled to receive a majority of expected residual returns of
the entity, or both. A company that is required to consolidate a variable interest entity is referred to as the entity’s primary beneficiary. The interpretation also requires
certain disclosures about variable interest entities that a company is not required to consolidate, but in which it has significant variable interest. The consolidation and
disclosure requirements apply immediately to variable interest entities created after January 31, 2003. The Company is not the primary beneficiary of any variable
interest entity created after January 31, 2003 nor does the Company have a significant variable interest in a variable interest entity created after January 31, 2003. For
variable interest entities that existed before February 1, 2003, the consolidation requires for FIN 46-R are effective as of March 31, 2004. The adoption of FIN 46-R will
not have a material impact on the financial position, results of operations or cash flows of the Company.

In May 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments and Hedging Activities. SFAS No. 149 is intended to result in
more consistent reporting of contracts as either freestanding derivative instruments subject to Statement 133 in its entirely, or as hybrid instruments with debt host
contracts and embedded derivative features. SFAS No. 149 is effective for contracts entered into or modified after June 30, 2003. The adoption of SFAS No. 149 did not
have a material impact on the Company’s financial position or results of operations.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity. SFAS No. 150
requires certain financial instruments that embody obligations of the issuer and have characteristics of both liabilities and equity to be classified as liabilities. Many of
these instruments previously were classified as equity or temporary equity and as such, SFAS No. 150 represents a significant change in practice in the accounting for a
number of mandatorily redeemable equity instruments and certain equity derivatives that frequently are used in connection with share repurchase programs. SFAS
No. 150 is effective for all financial instruments created or modified after May 31, 2003, and to other instruments at the beginning of the first interim period beginning
after June 15, 2003. The adoption of SFAS No. 150 did not have a material impact on the Company’s financial position or results of operations.

Item 7A. Quantitative and Qualitative Disclosures About Market Risks

We are exposed to various market risks in conducting the business of the company, and we anticipate that this exposure will increase as a result of our planned
growth. In an effort to mitigate losses associated with these risks, we may at times enter into derivative financial instruments, although we have not historically done so.
These may take the form of forward sales contracts, option contracts, foreign currency exchange contracts, and interest rate swaps. We have not, and do not intend to,
engage in the practice of trading derivative securities for profit.

Interest Rates. We are exposed to market risks relating to changes in interest rates. Some of the proceeds from our initial public offering have been invested in short-
term, interest-bearing, investment grade securities. The value of these securities will be subject to interest rate risk and could fall in value if interest rates rise.

Commodity Prices. We are exposed to price risk related to anticipated purchases of certain commodities used as raw materials by our businesses, including titanium
and zirconium. Although we do not currently enter into commodity future, forward, and option contracts to manage the fluctuations in prices of anticipated purchases,
we may enter into such contacts in the future as our business grows and as our purchases of these raw materials increases.

Foreign Exchange Rates. As a result of our manufacturing presence in South Korea, a substantial portion of our costs will be denominated in South Korean won.
Consequently, fluctuations in the exchange rates of the South Korean won to the U.S. dollar will affect our costs of goods sold and operating margins and could result in
exchange losses. Although we do not currently enter into foreign exchange hedge transactions, we may do so in the future as our business grows.

Item 8. Financial Statements and Supplementary Data

The financial statements required by this item are located beginning on page 70 of this report. The supplementary financial information required by this item is
located under the caption “QUARTERLY RESULTS” in Item 7 of this report.
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Item 9. Changes in and Disagreements with Accountants on Accounting and financial Disclosures

Information required by this Item may be found in our Form 8-K filed May 6, 2004 in connection with the resignation of Deloitte & Touche LLP as our independent
auditors and our Form 8-K filed on May 21, 2004, in connection with our appointment of Stonefield Josephson Inc. as our independent auditors. Following is Item 4 of
the respective Form 8-Ks:

May 6, 2004

On May 6, 2004, Deloitte & Touche LLP (“Deloitte”), the Registrant’s independent auditors, notified the Registrant that they were resigning from the client-auditor
relationship with the Registrant effective as of that date.

Deloitte was engaged by Registrant to serve as the Registrant’s independent auditors for the fiscal year ended December 31, 2003, although Deloitte has not issued a
report on the financial statements of the Registrant and its subsidiaries for the 2003 fiscal year. The reports of Deloitte with respect to the Registrant’s financial
statements for the fiscal years ended December 31, 2002 and 2001 contained no adverse opinion or disclaimer of opinion and were not qualified or modified as to
uncertainty, audit scope or accounting principles. During the fiscal years ended December 31, 2003 and 2002 and the period from December 31, 2003 through the date of
Deloitte’s resignation, there were no disagreements between the Registrant and Deloitte on any matter of accounting principles or practices, financial statement
disclosure, or auditing scope or procedure, which disagreements, if not resolved to the satisfaction of Deloitte, would have caused Deloitte to make reference to the
subject matter of the disagreements in connection with its report on the Registrant’s financial statements for such year.

The Registrant previously announced that it expects to restate revenues and results of operations for the third and fourth quarters of 2002 and the first quarter of 2003
in connection with the Registrant’s sales of alloy melting and casting equipment during such quarters to Growell Metal Co., Ltd., a South Korea metals processing
company (“Growell”). The Registrant’s Audit Committee conducted an internal inquiry at the request of Deloitte into the Registrant’s transactions with Growell and
found that the original revenue recognition on the Growell equipment sales did not take into account all relevant documentation relating to the transactions. The
Registrant announced in January 2004 that it entered into a dispute settlement agreement with Growell to resolve various outstanding claims between the parties relating
to the Registrant’s transactions with Growell.

In connection with the Audit Committee’s inquiry into the Growell equipment sales and dispute settlement, the Audit Committee also reviewed the facts and
circumstances relating to a personal stock transaction between the Registrant’s CEO and Growell. In this transaction, as reported by the CEO, the CEO undertook a
private sale of personal shares of Registrant common stock to Growell in February 2002, prior to the Registrant’s initial public offering. As part of the inquiry, the CEO
reported that this sale included a previously undisclosed personal agreement to ensure that the purchase price of the stock purchased by Growell would be at a thirty
percent discount to the Registrant’s initial public offering price, and he also provided information regarding his fulfillment of this personal agreement.

As of May 6, 2004, certain details of the foregoing transactions had not been resolved to Deloitte’s satisfaction, and the audit for the 2003 fiscal year has therefore not
been completed. As a result of the expected restatements and these unresolved issues, the Registrant’s previously issued financial statements for the year ended
December 31, 2002 and Deloitte’s audit report thereon, as well as the Registrant’s quarterly financial statements for the third quarter of 2002 and the first, second, and
third quarters of 2003 (and Deloitte’s related review reports thereon), should no longer be relied upon.

Deloitte has communicated to the Registrant that it is unwilling to continue to rely on the representations of the Registrant’s CEO. Deloitte has also previously
communicated to the Registrant that, in light of the facts and circumstances surrounding the expected restatement, there were material weaknesses in the Registrant’s
internal accounting controls relating to the execution, administration, and accounting for contracts, particularly in the Registrant’s South Korean operations. The
Registrant has taken and is continuing to take steps to improve these internal controls.

Other than the foregoing, none of the reportable events described under Item 304(a)(1)(v) of Regulation S-K occurred within the two most recent fiscal years of the
Registrant ended December 31, 2003 and 2002 or within the subsequent interim period through the date of Deloitte’s resignation.

The Registrant’s Audit Committee has discussed with Deloitte the matters disclosed above. The Registrant has authorized Deloitte to respond fully to the inquiries of
the Registrant’s successor accountant concerning the matters disclosed above.

The Registrant has provided Deloitte with a copy of the foregoing disclosure and has requested that Deloitte furnish
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it with a letter addressed to the SEC stating whether or not it agrees with the above statements. A copy of that letter will be filed with the SEC promptly upon receipt.
The Registrant’s Audit Committee has begun the process of selecting new independent certified public accountants and will file a Form 8-K upon the engagement of a
new auditing firm.

May 21, 2004

On May 21, 2004, the Audit Committee of Liquidmetal Technologies, Inc. (the “Registrant”) appointed Stonefield Josephson, Inc. (“Stonefield Josephson”) as the
Registrant’s independent auditors. A copy of the press release announcing the engagement of Stonefield Josephson is filed as Exhibit 99.1 to this Current Report on
Form 8-K.

During the two most recent fiscal years and through the date of this Current Report on Form 8-K, the Registrant did not consult Stonefield Josephson regarding (i) the
application of accounting principles to a specific transaction, either completed or proposed, or the type of audit opinion that may be rendered on the Registrant’s
financial statements, and neither a written report nor oral advice was provided to the Registrant that Stonefield Josephson concluded was an important factor considered
by the Registrant in reaching a decision as to any accounting, auditing or financial reporting issue; or (ii) any matter that was either the subject of a “disagreement” (as
defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions thereto) or a “reportable event” (as defined in Item 304(a)(1)(v) of Regulation S-K).

Item 9A. Controls and Procedures

(a) Evaluation of disclosure controls and procedures. During the course of the audit of our financial statements for the fiscal years ended December 31, 2001, 2002,
and 2003, it was determined that revenues from certain equipment sales made by the Company to Growell Metal Co., Ltd. in the third and fourth quarters of 2002 and
the first quarter of 2003 should not have been recognized in those periods. It was also determined that certain amounts relating to sales made to Samsung in
December 2002, to JS Technologies in September 2002, and AM Corporation in December 2002 should not have been recognized. And lastly, it was determined that
certain stock options granted in 2001 and 2002 were not calculated in accordance with guidelines under APB Opinion No. 25, SFAS No. 123, and EITF 00-23. These
determinations and the associated restatement of previously issued financial statements, as described more fully elsewhere in this Form 10-K, suggest that, at the time of
the subject transactions and the preparation of our financial statements for the relevant periods, the Company’s disclosure controls and procedures (as defined in
Rule 13a-15 under the Securities Exchange Act of 1934) were ineffective as of the period covered by this Form 10-K for purposes of ensuring that all information
required to be disclosed by the Company was adequately accumulated and communicated to the Company’s management at such time. However, since that time, the
Company has made various improvements to enhance the reliability of its disclosure controls and procedures and the Company’s principal executive officer and
principal financial officer believe that these improvements will ensure that our disclosure controls and procedures will be effective pursuant to Rule 13a-15 under the
Securities and Exchange Act of 1934.

(b) Changes in internal controls. There were no changes in the Company’s internal controls over financial reporting that occurred during the quarter ended
December 31, 2003 that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART III
Item 10. Directors and Executive Officers of the Registrant

Set forth below is a table identifying our current directors and executive officers:

Name Age Position
John Kang 41 Chairman of the Board, Chief Executive Officer, and President
James Kang 44 Director and Founder
William Johnson, Ph.D. 56 Director
Tjoa Thian Song 39 Director
Dean Tanella 44 Director
Vincent Addonisio 49 Director (Audit Committee Chairman)
David Binnie 55 Senior Vice President of Administration and Secretary
Tony Chung 34 Vice President of Finance

John Kang has been our Chief Executive Officer and President since June 2001 and was re-elected as Chairman of our board of directors in August 2003. He has
been a director of our Company since 1994. From December 1994 to December 2000, he served as Chairman of our board of directors in a non-employee capacity, and
from December 2000 to June 2001 he served as Chairman of our board of directors in an employee capacity. From July 1996 to September 2000, Mr. Kang served
variously as Chief Executive Officer, President, and a director of Medical Manager Corporation, a public company traded on the Nasdaq National Market until its sale in
September 2000 to WebMD Corporation. From 1988 to 1995, he was Chairman of the board of directors of Clayton Group, Inc., a private company engaged in the
distribution of waterworks equipment. Mr. Kang received a B.A. degree in Economics from Harvard College in 1985. Mr. Kang is the brother of James Kang, the former
Chairman of our board of directors.

James Kang has served as a director since December 1994 and as executive Founder of our company since August 2003. From December 1994 to August, he
served variously as our Chief Executive Officer, President, and Chairman. Mr. Kang received a B.A. degree in Marketing from the University of Illinois in 1983, and an
M.B.A. degree from the Kellogg School of Management at Northwestern University in 1985. Mr. Kang is the brother of John Kang, our Chairman of the Board of
Directors, Chief Executive Officer and President.

William Johnson, Ph.D., has served as a director since June 2000. From October 2001 to September 2003, he was employed as our executive Vice Chairman of
Technology. Since 1997, Professor Johnson has been the Mettler Professor of Engineering and Applied Physics at Caltech. He held a Visiting Professor appointment at
the Metal Physics Institute in Gottingen, Germany (1983) and received a Von Humbolt Distinguished Scientist Fellowship in Gottingen (1988). He is the 1995 recipient
of the TMS/AIME Hume Rothery Award for his experimental work. He received a B.A. degree in Physics from Hamilton College and a Ph.D. degree in Applied Physics
from Caltech. He spent two years at IBM’s Research Center (1975-1977). At Caltech, Professor Johnson directed the research that led to the discovery of our bulk
Liquidmetal alloy. Professor Johnson is currently a consultant to the Company.

Tjoa Thian Song has served as a director since 1996. Since 1995, Mr. Tjoa has been the Executive Director of Greatland Company Pte. Ltd., a Singapore-based
distributor and manufacturer of tobacco products. Since 1972, Greatland Company has been the international distributor for P.T.Gudang Garam, an Indonesian cigarette
manufacturer listed on the Jakarta Stock Exchange. Mr. Tjoa received his B.S. degree in Electrical Engineering from the University of Texas at Austin in 1986 and also
received an M.B.A. degree from the National University of Singapore.

Dean G. Tanella was elected as a director in February 2004. Mr. Tanella is a 20-year veteran of the institutional investment business and has worked for such
leading firms as Raymond James & Associates, CS First Boston Corp., Adams Harkness & Hill, Drexel Burnham Lanbert, Inc., Kidder Peabody & Co. and the Vanguard
Group. Since 1999, Mr. Tanella has served as President of Safe Harbor Capital, LL.C and HarborLight Capital, LLC, both of which are private investment
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firms. Mr. Tanella received his bachelors degree from Princeton University and his MBA from the Harvard Graduate School of Business Administration.

Vincent Addonisio was elected as a director in May 2004. Mr. Addonisio is President and CEO of Regency Strategic Advisors, Inc., a firm he founded to advise
select corporate clients on strategy, business development, and mergers and acquisitions. Previously, he served as a director, executive vice president and chief
administrative officer for IMRglobal Corp., a public company that was subsequently acquired in 2001. Prior to joining IMRglobal, he was a director, executive vice
president and chief financial officer for ABR Information Services, Inc., a public company which he also helped lead through initial and secondary public offerings and
strategic acquisitions. A CPA, Addonisio began his career with an international accounting firm and subsequently joined W.R. Grace, where he held positions of
progressive management responsibility. He holds a BS degree in accounting from Binghamton University and earned an MSM from Georgia Institute of Technology in
Atlanta.

David Binnie has been Senior Vice President-Administration and Corporate Secretary since December 2003. Previously, he served as Senior Vice President for
Human Resources, a position he had held since October 2001. Prior to joining Liquidmetal Technologies, Binnie was a senior official with the School District of
Hillsborough County, Florida, where he served as the Assistant Superintendent for Human Resources. Hillsborough County is currently the 10th largest school system in
the United States with over 191,000 students and over 32,000 employees. Binnie earned degrees at the Bachelors (Education 1971), Masters (Education, 1973) and
Doctorate (Education Leadership, 1985) levels at the University of South Florida.

Tony Chung has been our Vice President of Finance since October 2004, prior to which he served as our Director of Finance upon joining the Company in
May 2004. From September 1992 to May 2004, Mr. Chung served in a variety of senior finance capacities at various companies including Everdream Corporation, a
startup venture specializing in IT outsourcing, and MAI Systems Corporation, a publicly traded company that develops and licenses hotel management software.
Mr. Chung is a Certified Public Accountant and served eight years at KPMG as an Audit and Consulting Manager for several large multinational companies. He received
his B.S. degree from The Haas School of Business specializing in accounting and finance from the University of California at Berkeley in 1992.

Change in Principal Financial Officer

On November 3, 2004, David Nail resigned as our Vice President of Finance and ceased to be our principal financial officer. On the same day, our board elected Tony
Chung to serve as our Vice President of Finance and become our company’s principal financial officer. Additional information regarding Mr. Chung is set forth above in
this Item 10.

BOARD OF DIRECTORS
Terms of Directors

Our board of directors is divided into three classes (designated “CLASS 1,” “CLASS II,” and “CLASS III”), as nearly equal in number as possible, with each class
serving three-year terms expiring at the third annual meeting of stockholders after their elections or until their respective successors have been elected and qualified.
CLASS I currently consist of the following three directors whose term is scheduled to expire at the 2005 annual meeting of stockholders: John Kang, William Johnson,
and Tjoa Thian Song. CLASS II currently consists of the following director whose term is scheduled to expire at the 2006 annual meeting of stockholders: Dean Tanella.
CLASS III currently consists of the following two directors whose term will expire at the 2004 annual meeting of stockholders: James Kang and Vincent Addonisio.
Vincent Addonisio replaced David Browne who resigned in May 2004 upon the originally scheduled expiration of his term.

Audit Committee

Our board of directors has an Audit Committee that is currently comprised of Messrs. Addonisio and Tanella. The Audit Committee is responsible for reviewing
the independence, qualifications, and activities of our independent certified accountants and our financial policies, control procedures, and accounting staff. The Audit
Committee is also responsible for the review of transactions between us and any officer, director, or entity in which an officer or director of Liquidmetal has a material
interest. Our board of directors has determined that Messrs. Addonisio and Tanella each qualify as “audit committee financial experts” as defined by the regulations of
the Securities and Exchange Commission. The Audit Committee is governed by a written charter approved by the board of directors.

Compensation Committee

The Compensation Committee is comprised of Messrs. Song and Addonisio. All of the members of the Compensation Committee are “independent directors,” as
defined by the rules applicable to members of the Compensation Committee. The Compensation Committee is responsible for establishing the compensation of our
senior management,
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including salaries, bonuses, termination arrangements, and other executive officer benefits. The Compensation Committee also administers our equity incentive plans.
Corporate Governance and Nominating Committee

A Corporate Governance and Nominating Committee (“the Committee”) was formed on February 18, 2003, and is comprised of Messrs. Song and Tanella. All
members of the Committee are “independent directors,” as defined by the rules applicable to members of the Committee. The Committee is generally responsible for
adopting policies, procedures, and practices designed to help ensure that our corporate governance policies, procedures, and practices continue to assist the board and our
management in effectively and efficiently promoting the best interests of our shareholders. The Committee is also responsible for selecting and recommending for
approval by the Board and the Company’s shareholders a slate of director nominees for election at each of the Company’s annual meetings of shareholders, and
otherwise for determining the Board committee members and chairmen, subject to Board ratification, as well as recommending to the Board director nominees to fill
vacancies or new positions on the Board or its committees that may occur or be created from time to time, all in accordance with the Company’s Bylaws and applicable
law.

The Corporate Governance Committee’s principal functions include:
+ developing and maintaining our corporate governance policy guidelines;
* developing and maintaining our codes of conduct and ethics;

+ overseeing the interpretation and enforcement of our Code of Conduct and our Code of Ethics for Chief Executive Officer and Senior Financial and
Accounting Officers; and

+ evaluating the performance of our board, its committees, and committee chairmen and our directors.

+ selecting and recommending a slate of director nominees for election at each of the Company’s annual meeting of the shareholders and recommending to
the Board director nominees to fill vacancies or new positions on the Board or its committees that may occur from time to time.

Code of Ethics

Our board of directors has adopted a Code of Ethics that is applicable to its principal executive officer, principal financial officer, principal accounting officer or
controller, and persons performing similar functions. The Code of Ethics is attached as Exhibit 14 to this Annual Report on Form 10-K.

BENEFICIAL OWNERSHIP REPORTING REQUIREMENTS

During the year ended December 31, 2003, our executive officers and directors filed with the Securities and Exchange Commission on a timely basis all required
reports relating to transactions involving shares of our common stock beneficially owned by them, except that David Browne, Henri Tchen, Tjoa Thian Song, Jeffrey
Oster (a former director), Betsy Atkins (a former director), Ricardo Salas (a former director), and Jack Chitayat (a former director) each received an automatic option
grant of 10,000 shares on January 1, 2003 that was not reported until they filed their respective Form 5s on February 14, 2003. We have relied solely on the written
representation of its executive officers and directors and copies of the reports they have filed with the Securities and Exchange Commission in providing this
information.

On November 2004, we entered into an agreement with John Kang, our Chairman, President, and Chief Executive Officer, in which Mr. Kang agreed that certain
stock transactions by him in the year 2002 involving our common stock should have resulted in a liability under Section 16(b) of the Securities Exchange Act of 1934, as
amended (“Section 16(b)”). These transactions include Mr. Kang’s private sale of 285,715 shares of his personal Liquidmetal Technologies common stock to Growell
Metal Co., Ltd. in February 2002, prior to our initial public offering. They also include Mr. Kang’s subsequent indirect purchase and disposition of Liquidmetal
Technologies common stock in order to satisfy a personal agreement Mr. Kang made to Growell Metal in February 2002 regarding the guaranteed minimum value of the
stock purchased by Growell Metal in February 2002 (the purchases and dispositions incident to this agreement occurred in August and November 2002, respectively).
Lastly, the transactions include open-market purchases of an aggregate of 89,300 shares of our common stock made by Mr. Kang in August 2002.

The Audit Committee of our Board of Directors conducted an independent inquiry into the above-described transactions with the aid of independent legal counsel
and, as a result of such inquiry, the Audit Committee concluded that the transactions should have resulted in a liability to the Company under Section 16(b) in the
amount of $301,944.73. Mr. Kang has acknowledged this liability, and in an agreement negotiated between Mr. Kang and the Audit Committee and approved by the full
Board, Mr. Kang will pay this liability in 24 equal monthly installments beginning in January 2005. The above-

47




Table of Contents

described transactions involving Growell Metal will be reported on a new Form 4 filed by Mr. Kang on or about the date of the filing of this Form 10-K, and the open-
market purchases were previously reported on a timely basis in August 2002.

Item 11. Executive Compensation

The following table describes the compensation paid to our Chief Executive Officer and our four other most highly compensated executive officers during the last

fiscal year.

SUMMARY COMPENSATION TABLE

Long-Term
Annual Compensation Compensation
Shares
Other Underlying
Annual Options All Other
Name and Positions Year Salary Bonus Compensation Granted Compensation
John Kang (1) 2003 $186,674 — — —
Chief Executive Officer, 2002 $300,007 — — —
President, and Chairman 2001 $116,671 — — 1,612,904 —
James Kang (2) 2003 $280,011 — — — —
Founder and Director 2002 $373,334 — — 2,877,420 —
2001 $193,338 — — — —
Brian McDougall (3) 2003 $168,832 — — 500,000 —
Chief Operating and 2002 $175,000 — — 161,291 —
Financial Officer and Executive Vice President 2001 $102,087 — — — —
Scott Wiggins (4) 2003 $175,000 — — — —
Executive Vice President 2002 $175,000 — — — —
2001 $ 93,753 — — 161,291 —
Tom Trotter (5) 2003 $200,000 — $12,991 150,000 —
Senior Vice President of Manufacturing 2002 $ 16,668 — — — —
2001 — — — — —
William Johnson, Ph.D. 2003 $242,509 — — — —
Vice Chairman of the Board 2002 $300,000 — — — —
2001 $ 87,503 — — — —

(@) As of August 22, 2003, John Kang was named Chairman of our board of directors, in addition to already serving as Chief Executive Officer and President.

) As of August 22, 2003, James Kang became the executive Founder of the Company and ceased to be the Chairman of our board of directors.

3) Mr. McDougall ceased to be an employee of our Company as of February 28, 2004. Prior to Brian McDougall’s separation from the Company, Mr. McDougall
was granted a total of 500,000 options in 2003. 200,000 were granted as compensation for his promotion, and 300,000 were granted as a part of a retention

program.

@] Mr. Wiggins ceased to be an employee of our Company as of December 31, 2003.

5) Mr. Trotter commenced employment with us on December 2, 2002, and ceased to be an employee of our Company as of December 31, 2003. $12,991 represents

relocation reimbursements for 2003.

The following table sets forth information with respect to the aggregate stock option exercises by the executive officers named in the Summary Compensation
Table during 2003 and the year-end value of unexercised options held by such executive officers.
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Aggregate Option Exercises in Last Year and Year-End Values

Value of Unexercised

Shares Number of Unexercised in-the-Money Options
Acquired Value Options at Year End at Year-End (2)
on Realized

Exercise 1) Exercisable Unexercisable Exercisable Unexercisable
John Kang — — 1,612,904 — — —
James Kang — — 1,984,947 892,473 $535,696 —
Brian McDougall — — 64,516 596,775 — —
Scott Wiggins — — 161,291 — — —
Tom Trotter — — 30,000 120,000 — —
William Johnson, Ph.D. 161,291 $831,939 — — — —

(1) Represents the difference between the fair market value of the underlying shares at the time of exercise and the exercise price of the options exercised.
(2) Based upon a value of $2.84 per share as of December 31, 2003.
EMPLOYMENT AGREEMENTS
We have entered into employment agreements with the individuals identified in the Summary Compensation Table above, as follows:

John Kang. On December 31, 2000, we entered into an employment agreement with John Kang that, as amended, provides for his employment as our Chief
Executive Officer and President, and on August 22, 2003, Mr. Kang was named Chairman of our Board of Directors. Mr. Kang’s employment agreement expires on
December 31, 2005. Mr. Kang receives an annual base salary equal to $200,000 per year, and his employment will terminate upon the earlier of his death, resignation,
disability, or termination by the board of directors for any reason. If we terminate Mr. Kang’s employment without cause, or if Mr. Kang terminates his own employment
upon a change of control of our company or for other good reason, as defined in the agreement, we are responsible for paying Mr. Kang a lump-sum cash payment equal
to 200% of Mr. Kang’s annual base salary plus the average cash bonus during the two full fiscal years immediately preceding the termination. Pursuant to the agreement,
Mr. Kang was issued options to purchase 1,612,904 shares of our common stock at an exercise price of $4.65 per share. The options expire on December 31, 2010 and
vested immediately upon grant. In addition, Mr. Kang is prohibited, during his employment with us and for one year after he is no longer employed by us, from soliciting
any of our employees or competing with us in any manner. Starting in May 2003, Mr. Kang and other members of senior management took a 10% voluntary decrease in
their base salary and returned to full salary in June 2004.

James Kang. On May 1, 2001, we entered into an employment agreement with James Kang that, as amended, provides for his employment as the named executive
Founder of our company. Mr. Kang’s employment agreement expires on May 1, 2006. Mr. Kang receives an annual base salary equal to $300,000 per year, and his
employment will terminate upon the earlier of his death, resignation, disability, or termination by the board of directors for any reason. If we terminate Mr. Kang’s
employment without cause, or if Mr. Kang terminates his own employment upon a change of control of our company or for other good reason, as defined in the
agreement, we are responsible for paying Mr. Kang a severance benefit equal to a lump-sum cash payment equal to 200% of Mr. Kang’s annual base salary plus the
average cash bonus during the two full fiscal years immediately preceding the termination. Pursuant to the agreement, Mr. Kang was issued options to purchase
2,580,646 shares of our common stock at an exercise price of $6.20 per share. The options expire on April 30, 2011 and vest at a rate of 33% per year for three years,
with the first 33% vesting on May 21, 2002 and an additional 33% on May 21, 2003 and 2004. In addition, Mr. Kang is prohibited, during his employment with us and
for two years after he is no longer employed by us, from soliciting any of our employees or customers. Starting in May 2003, Mr. Kang and other members of senior
management took a 10% voluntary decrease in their base salary and returned to full salary in June 2004.

Scott Wiggins. On December 31, 2000, we entered into an employment agreement with Scott Wiggins that provided for his employment as an Executive Vice
President of our company. Under this employment agreement, Mr. Wiggins was entitled to an annual base salary of $175,000 per year. Mr. Wiggins’ employment with
the company ceased as of December 31, 2003, and pursuant to his employment agreement, we paid him severance compensation in January 2004 in
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the form of lump-sum payment equal to one year’s annual base salary. Under Mr. Wiggins’ employment agreement, Mr. Wiggins is prohibited, for one year after he is no
longer employed by us, from soliciting any of our employees or competing with us in any manner.

Brian McDougall. On May 21, 2001, we entered into an employment agreement with Brian McDougall that provided for his employment as our Chief Financial
Officer and an Executive Vice President, and in March 2003, Mr. McDougall was named our Chief Financial and Operating Officer. Mr. McDougall ceased to be an
employee of the Company as of February 28, 2004, and under the terms of a separation agreement entered into between Mr. McDougall and the Company, Mr.
McDougall is entitled to severance compensation in the form of salary continuation for a period of two years. At the time of Mr. McDougall’s separation from the
Company, his base salary was $190,000 per year. In addition, Mr. McDougall will continue to have the right to exercise up to 409,032 of his previously granted stock
options through February 28, 2006. Under Mr. McDougall’s employment agreement and separation agreement, Mr. McDougall is prohibited, for two years after he is no
longer employed by us, from soliciting any of our employees or competing with us in any manner.

Thomas Trotter. On December 1, 2002, we entered into an employment agreement with Thomas Trotter that provided for his employment as our Senior Vice
President of Manufacturing. Mr. Trotter ceased to be an employee of the Company as of December 31, 2003, and under the terms of a separation agreement between
Mr. Trotter and the Company, Mr. Trotter is entitled to severance compensation in the form of salary continuation for a period of one year after termination, and he was
also paid one lump-sum payment of $70,000 in January 2004. At the time of Mr. Trotter’s separation from the Company, his annual base salary was $200,000. Under
Mr. Trotter’s employment agreement and separation agreement, Mr. Trotter is prohibited, for two years after he is no longer employed by us, from soliciting any of our
employees or competing with us in any manner.

William Johnson. On October 1, 2001, we entered into an employment agreement with Professor Johnson that provided for his employment as our Vice Chairman of
Technology. Professor Johnson’s employment agreement expired on September 30, 2003, at which time Professor Johnson’s employment continued on an “at-will” basis
through January 1, 2004. Professor Johnson’s employment agreement provided for a base salary of $300,000 per year. Professor Johnson continues to serve as a director
of our Company and beginning on April 1, 2004 also serves as a paid consultant to us at a rate of $10,000 per month. Professor Johnson is prohibited, for two years after
he is no longer employed by us, from soliciting any of our employees or competing with us in any manner.

REPORT ON EXECUTIVE COMPENSATION
General

The Compensation Committee of our board of directors was established in 2002 and currently consists of Tjoa Thian Song and Vincent Addonisio. The
Compensation Committee is comprised entirely of non-employee directors and is responsible for establishing the compensation of our senior management, including
salaries, bonuses, termination arrangements, and other executive officer benefits. The Compensation Committee also administers our equity incentive plans. The
Compensation Committee also annually reviews and approves the compensation of John Kang, our Chief Executive Officer.

Compensation Philosophy

The Compensation Committee’s goal is to establish and maintain compensation policies that will enable us to attract, motivate, and retain high-quality executives and
to ensure that their individual interests are aligned with our long-term interests and our stockholders. The committee places heavy emphasis on paying for performance
and believes that a significant portion of an executive’s total compensation opportunity should be at risk and tied to company performance. Our compensation package
consists of three principal components:

» Base salaries, subject to minimums set forth in individual employment agreements;
» Annual incentive bonus eligibility; and
+ Stock option grants and other forms of equity-based compensation.
Base Salary. Base salary is the largest portion of the cash compensation package received by each of our executive officers. The base salary of each of our executive
officers is governed by employment agreements that were entered into during 2000 through 2002. Subject to the minimum amounts set forth in their respective
employment agreements, we generally establish the base salary of each executive officer based, among other factors, on the Compensation Committee’s assessment of

that executive officer’s position, responsibilities, experience, and performance. Our philosophy is to pay base salaries sufficient to attract and retain highly qualified
executives. An executive officer’s level
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of responsibility is the primary factor used in determining base salary. Individual performance also is considered in determining any salary adjustment.

The Compensation Committee reviews and approves all executive officer salary adjustments as recommended by the Chief Executive Officer and determines whether
to increase the base salary above the amount set forth in their employment agreements. The Compensation Committee reviews annually the performance of the Chief
Executive Officer and establishes his base salary, subject to the minimum $200,000 base salary set forth in his employment agreement. In 2002 and 2003, the
Compensation Committee did not increase the base salary of any of the executive officers.

Annual Bonus. Our executive officers are eligible for an annual cash bonus under our Performance Bonus Plan. The plan is designed to:
* put a significant portion of an executive officer’s total cash compensation opportunity at risk based on the performance of the Company;
* be aligned with our mission, values and culture;
* be cost-effective and appropriately budgeted to allow for growth of our revenue as well as growth of individual compensation plans;
* be externally competitive by matching or leading competitors; and
* be internally equitable through alignment with level of contribution, performance-based rewards, and administrative capabilities.

Awards of incentive bonuses generally are based on achieving corporate goals and a subjective evaluation of the contributions of individual executives toward the
achievement of our business goals. Eligibility for the bonus will be contingent upon the Company meeting or exceeding company-wide financial goals and successful
attainment of individual goals for the position. Both elements must be successfully met in order to be eligible for the bonus. None of our executive officers received
bonuses for 2003 because the company-wide financial goals were not satisfied.

Equity-Based Compensation.

Our equity-based awards to our executive officers consist principally of stock options granted from time to time under our 2002 Equity Incentive Plan and our 1996
Stock Option Plan. Stock option grants are based on various factors, including the executive officer’s position, responsibility and tenure, each executive officer’s ability
to contribute to our future success, and the other elements of such executive officer’s compensation. Generally, we use equity-based compensation to better align the
interests of our executive officers with those of our stockholders. For 2003, the Compensation Committee approved awards of options to executive officers and certain
members of senior management, with the sizes of the awards determined with reference to the scope of the position and the employees’ relative contributions to the
Company. In addition, three of our executive officers, John Kang, our Chief Executive Officer, James Kang, our executive Founder, and William Johnson, our Vice
Chairman, own a significant amount of our common stock.

CEO Compensation

John Kang’s base salary for 2003, as our President and Chief Executive Officer, was originally set at $200,000, although Mr. Kang and other members of senior
management took a 10% voluntary decrease in their base salary starting in May 2003, at which time Mr. Kang’s base salary was reduced to $180,000 per year. This
represents a decrease over Mr. Kang’s 2002 salary of $200,000. Mr. Kang’s compensation reflects his status as a significant stockholder of the Company. Accordingly,
his base salary is lower than the base salary of CEOs of comparable companies. Mr. Kang voluntarily waived his base salary from January 2004 through May 2004 in
support of the Company’s strategic cash objectives. In June 2004, Mr. Kang returned to his base salary of $200,000 and will receive his differential retroactive pay in
equal installments over the remaining months of 2004. As a significant stockholder in the Company, his overall compensation is tied directly to sustained increases in the
Company’s value.

No bonus payments were made to Mr. Kang for 2003 because the Compensation Committee determined not to pay any bonuses to any of our executive officers due to
the Company missing its financial goals. In addition, no options were granted to Mr. Kang in 2003. As of October 1, 2004, Mr. Kang held options to purchase 1,935,485
shares of our common stock, all of which were fully vested.

The Internal Revenue Code imposes a limitation on the deduction under Section 162(m) for certain executive officers’ compensation unless certain requirements are
met. Our policy is to have all compensation fully deductible; however, we reserve the right to pay compensation that is not deductible if it is in our best interests.

51




Table of Contents

Compensation Committee of the Board of Directors

Tjoa Thian Song
Vincent Addonisio

October 6, 2004

The report of the Compensation Committee shall not be deemed incorporated by reference by any general statement incorporating by reference this Annual Report on
Form 10-K into any filing under the Securities Act of 1933 or under the Securities Exchange Act of 1934, except to the extent that we specifically incorporate this
information by reference, and shall not otherwise be deemed filed under such acts.

DIRECTOR COMPENSATION

Our non-employee directors receive an annual fee of $10,000 for their service to our board and are reimbursed for expenses incurred in attending board and
committee meetings. Non-employee directors are also entitled to receive a $10,000 annual cash stipend for each standing board committee (excluding the Audit
Committee) on which the director serves. For Audit Committee service, the Audit Committee chairman is entitled to a $35,000 annual stipend, and the other members of
the Audit Committee are entitled to a $27,500 annual stipend. In addition to the annual stipends, each non-employee director is entitled to receive a per-meeting fee of
$1,000 for each meeting of the board of directors or any board committee attended in person. Effective May 2004, Vincent Addonisio was elected as the lead
independent director of the Company. The lead independent director is entitled to a $30,000 annual stipend.

We also have a 2002 Non-employee Director Stock Option Plan pursuant to which our non-employee directors are entitled to receive stock options. Under this plan,
when a director is first elected or appointed to our board of directors, the non-employee director is entitled to receive an initial stock option grant to purchase 50,000
shares of our common stock. Thereafter, on the first business day of January of each year in which the director continues to serve as a member of our board, the director
is entitled to an annual stock option grant to purchase 10,000 shares of our common stock. All options granted under the plan have an exercise price equal to the fair
market value of our common stock on the date of the grant. These stock options have a 10-year term, vest, and are exercisable pursuant to an equal 5-year vesting
schedule, and remain exercisable for certain periods of time after a person is no longer a director.

No director who is an employee will receive separate compensation for services rendered as a director. However, our employee directors are eligible to participate in
our 2002 Equity Incentive Plan.
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The following graph presents a comparison of the cumulative total stockholder return since our initial public offering on May 21, 2002 and through December 31,
2003, on our common stock with the cumulative stockholder return on the Russell 2000® Index and the Russell 3000® Materials and Processing Index. This graph
assumes that $100 was invested on May 21, 2002, in each specified group with reinvestment of dividends, if any. Historical stock performance during this period may

not be indicative of future stock performance.

STOCK PRICE PERFORMANCE GRAPH
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The stock price performance graph shall not be deemed incorporated by reference by any general statement incorporating by reference this Annual Report on Form
10-K into any filing under the Securities Act of 1933 or under the Securities Exchange Act of 1934, except to the extent that we specifically incorporate this information

by reference, and shall not otherwise be deemed filed under such acts.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
The following table sets forth certain information regarding the beneficial ownership of our common stock as of October 1, 2004 by:

« each of our directors and the executive officers identified in the Summary Compensation Table in Item 11 above;

+ all directors and executive officers as a group, and

+ each person known by us to own beneficially more than 5% of the common stock.
Beneficial ownership is determined under the rules of the Securities and Exchange Commission and generally includes voting or investment power with respect to
securities. Unless otherwise indicated, each of the stockholders has sole voting and investment power with respect to the shares beneficially owned, subject to applicable
community property laws. As of October 1, 2004, there were 238 holders of record of our common stock. For purposes of calculating amounts beneficially owned by a
stockholder, the number of shares deemed outstanding includes 41,609,652 shares of common stock outstanding as of October 1, 2004. In addition, shares of common
stock subject to options or warrants that are currently exercisable or exercisable within 60 days of October 1, 2004 are deemed to be outstanding and to be beneficially

owned by the person holding the options or warrants for the purpose of computing the beneficial ownership of that person but are not treated as outstanding for the
purpose of computing the beneficial ownership of any other person.

Beneficially Owned

Name Shares Percent
John Kang (1) 5,701,750 14%
James Kang (2) 7,072,193 17%
William Johnson 1,225,650 3%
Scott Wiggins 32,278 *
Brian McDougall (3) 269,003 1%
Thomas Trotter (4) 0 *
David Binnie (5) 74,355 *
David Nail (6) 17,280 *
Tjoa Thian Song (7) 4,333,104 10%
Dean Tanella (8) 9,990 *
Vincent Addonisio (9) 0 i
All directors and executive officers as a group - 11 persons 45%

* Less than 1.0%

(@8} Includes:
(a) 1,612,904 shares that are issuable pursuant to outstanding stock options that are exercisable currently or within 60 days of October 1, 2004;
(b) 322,581 shares issuable pursuant to a warrant held jointly by John Kang and Ricardo Salas (a former director of the company) that is currently exercisable; and
(c) 32,240 shares held by Mr. Kang’s minor children.

(2) Includes 2,845,162 shares issuable pursuant to outstanding stock options that are exercisable currently or within 60 days of October 1, 2004. Also includes 969
shares held by James Kang’s minor children. Does not include 32,258 shares that are issuable pursuant to outstanding stock options that are not exercisable within
60 days.

(3) Includes 236,744 shares issuable pursuant to outstanding stock options that are exercisable currently or within 60 days. Does not include 424,516 shares that are
issuable pursuant to outstanding stock options that are not exercisable within 60 days.
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“)

®)

(6)

™

®)

®

Includes 30,000 shares issuable pursuant to outstanding stock options that are exercisable currently or within 60 days. Does not include 120.000 shares that are
issuable pursuant to outstanding stock options that are not exercisable within 60 days.

Includes 69,655 shares issuable pursuant to outstanding stock options that are exercisable currently or within 60 days. Does not include 120,934 shares that are
issuable pursuant to outstanding stock options that are not exercisable within 60 days.

Includes 17,280 shares issuable pursuant to outstanding stock options that are exercisable currently or within 60 days. Does not include 35,786 shares that are
issuable pursuant to outstanding stock options that are not exercisable within 60 days.

3,874,585 of these shares are held of record by a revocable grantor trust established by Mr. Tjoa for himself and his family members. Mr. Tjoa continues to
beneficially own all such shares. Includes 322,581 shares issuable pursuant to a currently exercisable warrant and 2,000 shares issuable pursuant to outstanding
stock options that are exercisable currently or within 60 days. Does not include 68,000 shares that are issuable pursuant to outstanding stock options that are not
exercisable within 60 days.

Includes 1,390 shares held by Mr. Tanella’s minor children. Does not include 50,000 shares that are issuable pursuant to outstanding stock options that are not
exercisable within 60 days.

Does not include 50,000 shares that are issuable pursuant to outstanding stock options that are not exercisable within 60 days
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Equity Compensation Plan Information

The following table sets forth certain information regarding the securities authorized for issuance under our equity compensation plans as of December 31, 2003.

Number of Securities Weighted Average
To be Exercise
Issued upon Exercise of Price of Outstanding Number of Securities
Outstanding Options, Options, Remaining Available for
Plan Category Warrants, and Rights ‘Warrants, and Rights Future Issuance
Equity compensation plans approved by security holders: 8,171,461 $5.11 8,959,704
Equity compensation plans not approved by security
holders: — — —

Total 8,171,461 $5.11 8,959,704

Item 13. Certain Relationships and Related Transactions

We are a party to an amended and restated licensed agreement with the California Institute of Technology (Caltech) under which we exclusively license from Caltech
certain inventions and technology relating to amorphous alloys. Professor William Johnson, a member of our board of directors and beginning April 1, 2004 became a
paid consultant of our Company, is a professor at Caltech, and substantially all of the amorphous alloy technology licensed to us under the Caltech license agreement
was developed in Professor Johnson’s Caltech laboratory. Under the Caltech license agreement, we have a fully paid, exclusive license to make, use, and sell products
from inventions, proprietary information, know-how, and other rights relating to amorphous alloys owned by Caltech and existing as of September 1, 2001. The license
agreement also gives us the exclusive right to make, use, and sell products derived from substantially all amorphous alloy technology developed in Professor Johnson’s
Caltech laboratory during the period September 1, 2001 through August 31, 2005. During 2003, we paid Caltech aggregate fees of $50,000 under the license agreement
which is the final one-third payment of the $150,000 aggregate fee under the license agreement, although no royalties were paid under the license agreement during
2003, and no additional license fees or royalties are payable in the future to Caltech under the agreement.

In addition to the Caltech license agreement, we occasionally assist in the funding of Caltech research programs that are aimed at facilitating the further development
of amorphous alloy technology. Although this funding assistance is not required by the Caltech license agreement, the purpose of the funding is to help facilitate the
more rapid development of amorphous alloy technology to which we will ultimately acquire rights under the Caltech license agreement. During 2003, we did not pay
Caltech for such programs. Also, during 2003, Professor Johnson was an employee of our Company and was individually paid aggregate compensation of $242,509 for
the year.

In June 2003, we entered into an exclusive ten-year license agreement with LLPG, Inc., a company founded and owned by Jack Chitayat, a former director of
Liquidmetal Technologies, Inc. Under the terms of the license agreement, LLPG has the exclusive right to commercialize Liquidmetal alloys, particularly precious-metal
based compositions, in the jewelry and high-end luxury products market for a ten year term. In conjunction with this license agreement, LLPG purchased from us two
proprietary Liquidmetal alloy melting machines and three proprietary Liquidmetal alloy casting machines for a total purchase price of $2 million, which was paid to the
Company in installments during 2003 and 2004.

We are a party to a consulting agreement with Chitnis Consulting, Inc., which is owned 100% by Shekhar Chitnis, a former director and executive officer of our
Company. Under this agreement, we have engaged Chitnis Consulting to provide consulting services on an as-needed basis through December 31, 2005. During 2003,
we incurred $50,000 in consulting fees from Chitnis Consulting.

During 2003, Soo Buchanan, the sister of John Kang and James Kang, was employed by our Company and was paid aggregate compensation of $76,003 during the
year. Additionally, Otis Buchanan, the husband of Ms. Buchanan, was employed by the Company during 2003 and was paid aggregate compensation of $89,615 during
the year.
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Item 14. Principal Accounting Fees and Services

Prior to May 2004, Deloitte & Touche LLP was our independent public accountant; however, effective May 2004, Deloitte & Touche LLP resigned as our
independent accountant. Liquidmetal Technologies subsequently engaged Stonefield Josephson, Inc. Item 14 includes the principal accounting fees and services for both
Deloitte & Touche LLP and Stonefield Josephson, Inc.

Stonefield Josephson, Inc.

Stonefield Josephson, Inc. was engaged in May 2004 and has served as our independent public accountants during the year ended December 31, 2003. In connection
with the fiscal years ended December 31, 2003, 2002, and 2001 Stonefield Josephson provided audit services to us and billed us for these services as follows:

The following table summarizes the aggregate fees billed to the Company by Stonefield for professional services:

Fees 2003, 2002, and 2001

Audit Fees (1) $760,000

1. Audit Fees. Fees for audit services billed in 2004 consisted of:
+ Audit of the Company’s annual financial statements for 2003, 2002, and 2001;

Deloitte & Touche LLP

The following table summarizes the aggregate fees billed to the Company by Deloitte & Touche LLP for professional services performed in 2003 and 2002:

Fees 2003 2002
Audit Fees (1) $296,021 $108,746
Tax Fees (2) 68,435 81,605
Total $364,456 $190,351

1. Audit Fees.
Fees for audit services billed in 2003 consisted of:
* Audit of the Company’s annual financial statements;
» Reviews of the Company’s quarterly financial statements;
+ Comfort letters, statutory and regulatory audits, consents and other services related to Securities and Exchange Commission matters;
+ Consultations about accounting for settlement and fund raising; and
» Reviews of Securities and Exchange Commission documents associated with financing and restructuring.
Fees for audit services billed in 2002 consisted of:
+ Audit of the Company’s annual financial statements;
* Reviews of the Company’s quarterly financial statements; and
» Comfort letters, statutory and regulatory audits, consents and other services related to Securities and Exchange Commission matters.
2. Tax Fees. Fees for tax services billed in 2003 and 2002 consisted of tax compliance and tax planning/advice
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The Audit Committee pre-approves all audit and permissible non-audit services provided by the independent directors on a case-by-case basis. The Audit Committee
approved 100% of the services performed by Deloitte & Touche LLP and Stonefield Josephson, Inc. in 2004, 2003, and 2002 as identified above.

PART IV

Item 15. Exhibits, Financial Statement Schedules and Reports on Form 8-K
(a) The following documents are filed as a part of this report:
1. Financial Statements. The Index to our Consolidated Financial Statements is set forth on page 68 of this report.
2. Financial Statement Schedules. See the last page of Consolidated Financial Statements.
3. Exhibits. See Item 15(c) below.

(b) Reports on Form 8-K. The following reports on Form 8-K were filed during the quarter ended December 31, 2003:

Date Filed Date of Report Item

October 9, 2003 October 9, 2003 The Company filed a news release under Items 9 and 12 of Form 8-K
announcing the Company’s revenue estimate for the third quarter ended
September 30, 2003.

October 30, 2003 October 30, 2003 The Company filed a news release under Items 9 and 12 of Form 8-K
announcing the Company’s financial results for the third quarter ended
September 30, 2003.

(c) Exhibits. The exhibits listed on the Exhibit Index, which appears at the end of this Item 15, are filed as part of, or incorporated by reference into, this report.

(d) Financial Statement Schedules. See Item 15(a)(2) above.
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Exhibit
Number

2.1 —

3.1 —
3.2 —
4.1 —
4.2 —
10.1 —
10.2 —
10.3 —

10.4 —

10.5 —

10.6* —

10.7* —

10.8* —

10.9%* —

10.10%* —

10.11* —

10.12* —

10.13* —
10.14* —

10.15* —

EXHIBIT INDEX

Description of Document

Agreement and Plan of Merger, dated May 21, 2003, between Liquidmetal Technologies, Inc. and Liquidmetal Technologies (incorporated by
reference to Exhibit 2.1 to the Form 10-Q filed on August 14, 2003).

Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to the Form 10-Q filed on August 14, 2003)

Bylaws (incorporated by reference to Exhibit 3.2 to the Form 10-Q on August 14, 2003)

Reference is made to Exhibits 3.1 and 3.2.

Form of Common Stock Certificate (incorporated by reference to Exhibit 4.2 to the Form 10-Q filed on August 14, 2003)

Amended and Restated License Agreement, dated September 1, 2001, between Liquidmetal Technologies, Inc. and California Institute of
Technology (incorporated by reference to Exhibit 10.1 to the Registration Statement on Form S-1 filed on November 20, 2001 (Registration

No. 333-73716)).

Improved Property Commercial Lease, dated September 11, 2002, between Liquidmetal Technologies, Inc. and P & S Properties (incorporated by
reference to Exhibit 10.2 of Form 10-K filed on March 31, 2003).

Lease, dated October 4, 2001, between Plaza IV Associates, Ltd. and Liquidmetal Technologies, Inc. (incorporated by reference to Exhibit 10.1 to
the Registration Statement on Form S-1 filed on November 20, 2001 (Registration No. 333-73716)).

Second Amendment of Lease, dated October 3, 2003, between Liquidmetal Technologies, Inc. and Plaza Associates IV, Ltd. (incorporated by
reference to Exhibit 10.1 of Form 10-Q filed on November 14, 2003).

Standard Lease, dated May 27, 2001, between Investors Equity Fund, Inc. and Amorphous Technologies International (now known as Liquidmetal
Technologies, Inc.) (incorporated by reference to Exhibit 10.1 to the Registration Statement on Form S-1 on November 20, 2001 (Registration
No. 333-73716)).

1996 Stock Option Plan, as amended, together with form of Stock Option Agreement (incorporated by reference to Exhibit 10.7 to the Registration
Statement on Form S-1 filed on November 20, 2001 (Registration No. 333-73716)).

2002 Equity Incentive Plan (incorporated by reference to Exhibit 10.23 to the Registration Statement on Form S-1 (Amendment No. 2) filed on
April 5, 2002 (Registration No. 333-73716)).

2002 Non-Employee Director Stock Option Plan (incorporated by reference to Exhibit 10.24 to the Registration Statement on Form S-1
(Amendment No. 2) filed on April 5, 2002 (Registration No. 333-73716)).

Employment Agreement, dated December 31, 2000, between Liquidmetal Technologies, Inc. and John Kang, as amended by Amendment No. 1 to
Employment Agreement, dated June 28, 2001 (incorporated by reference to Exhibit 10.8 to the Registration Statement on Form S-1 filed on
November 20, 2001 (Registration No. 333-73716)).

Employment Agreement, dated May 1, 2001, between Liquidmetal Technologies, Inc. and James Kang, as amended by Amendment No. 1 to
Employment Agreement, dated June 28, 2001 (incorporated by reference to Exhibit 10.9 to the Registration Statement on Form S-1 (Amendment
No. 2) filed on April 5, 2002 (Registration No. 333-73716)).

Amendment No. 2 to Employment Agreement, dated September 1, 2003, between James Kang and Liquidmetal Technologies, Inc. (incorporated by
reference to Exhibit 10.2 of Form 10-Q filed on November 14, 2003).

Employment Agreement, dated October 1, 2001, between Liquidmetal Technologies, Inc. and William Johnson, Ph.D. (incorporated by reference to
Exhibit 10.10 to the Registration Statement on Form S-1 filed on November 20, 2001 (Registration No. 333-73716))

Employment Agreement, dated October 1, 2001, between Liquidmetal Technologies, Inc., and David Binnie.
Employment Agreement, dated November 3, 2004, between Liquidmetal Technologies, Inc. and Tony Chung.

Employment Agreement, dated December 31, 2000, between Liquidmetal Technologies, Inc. and T. Scott Wiggins (incorporated by reference to
Exhibit 10.11 to the Registration Statement on Form S-1 filed on November 20, 2001 (Registration No. 333-73716)).
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Exhibit
Number

10.16* —

10.17* —
10.18* —
10.19* —
10.20%* —

10.21* —

10.22 —

10.23 —
10.24 —

10.25 —

10.26 —
10.27 —

10.28 —
10.29 —

10.30 —
10.31 —
10.32 —
10.33 —
10.34 —

10.35 —

Description of Document

Employment Agreement, dated May 21, 2001, between Liquidmetal Technologies, Inc. and Brian McDougall (incorporated by reference to
Exhibit 10.12 to the Registration Statement on Form S-1 filed on November 20, 2001 (Registration No. 333-73716)).

Employment Separation Agreement, dated December 31, 2003, between Liquidmetal Technologies, Inc. and Brian McDougall.

Letter Agreement, dated February 26, 2004, between Brian McDougall and Liquidmetal Technologies, Inc.

Employment Agreement, December 1, 2002, between Liquidmetal Technologies, Inc. and Thomas Trotter.

Employment Separation Agreement, dated November 6, 2003, between Liquidmetal Technologies, Inc. and Thomas Trotter.

Separation and Consulting Agreement, dated November 15, 2001, between Liquidmetal Technologies, Inc. and Shekhar Chitnis, together with
Consulting Agreement attached as Exhibit A (incorporated by reference to Exhibit 10.14 to the Registration Statement on Form S-1 (Amendment
No. 2) filed on April 5, 2002 (Registration No. 333-73716)).

Warrant for Purchase of Shares of Common Stock, dated February 21, 2001, granted by Liquidmetal Technologies, Inc. to John Kang and Ricardo
Salas (incorporated by reference to Exhibit 10.18 to the Registration Statement on Form S-1 filed by on November 20, 2001 (Registration No. 333-

73716)).

Warrant for Purchase of Shares of Common Stock, dated February 21, 2001, granted by Liquidmetal Technologies, Inc. to Tjoa Thian Song
(incorporated by reference to Exhibit 10.19 to the Registration Statement on Form S-1 filed on November 20, 2001 (Registration No. 333-73716)).

Non-Qualified Stock Option Agreement, dated January 1, 2001, between Liquidmetal Technologies, Inc. and Paul Azinger (incorporated by
reference to Exhibit 10.19 to the Registration Statement on Form S-1 filed on November 20, 2001 (Registration No. 333-73716)).

Foreign Corporation Lease Zone Occupancy (Lease) Agreement, dated March 5, 2002, between Kyonggi Local Corporation and Liquidmetal Korea
Co., Ltd. (incorporated by reference to Exhibit 10.22 to the Registration Statement on Form S-1 (Amendment No. 2) filed by Liquidmetal
Technologies on April 5, 2002 (Registration No. 333-73716)).

Credit Service Agreement, dated February 2003, between Liquidmetal Korea Co., Ltd. and Kookmin Bank (incorporated by reference to
Exhibit 10.20 to the Form 10-K filed on March 31, 2003).

Agreement for Rent dated February, 2003, between Liquidmetal Korea Co., Ltd. and Dong Myung Seo Bank (incorporated by reference to
Exhibit 10.21 to the Form 10-K filed on March 31, 2003).

Share Transfer Agreement, dated February 28, 2004, among Liquidmetal Korea Co. Ltd., Sun Joo Ho, and Dongyang Induction Co. Ltd.
Settlement Agreement, dated January 10, 2004, between Liquidmetal Korea Co., Ltd. and Growell Metal Co., Ltd.

Amended and Restated Securities Purchase Agreement, dated March 1, 2004, among Liquidmetal Technologies, Inc., Michigan Venture Capital Co.,
Ltd., and the investors identified as “Purchasers” therein Bank (incorporated by reference to Exhibit 10.1 to the Form 8-K filed on July 2, 2004).

Form of 6% Senior Convertible Note issued under Amended and Restated Securities Purchase Agreement (incorporated by reference to Exhibit 10.2
to the Form 8-K filed on July 2, 2004).

Registration Rights Agreement, dated March 1, 2004, among Liquidmetal Technologies, Inc. and the purchasers under Amended and Restated
Securities Purchase Agreement (incorporated by reference to Exhibit 10.3 to the Form 8-K filed on July 2, 2004).

Common Stock Purchase Warrant, dated March 1, 2004, granted by Liquidmetal Technologies, Inc. to Michigan Venture Capital Co., Ltd.
(incorporated by reference to Exhibit 10.4 to the Form 8-K filed on July 2, 2004).

Factory Mortgage Agreement, dated March 1, 2004, among Liquidmetal Korea Co., Ltd., Michigan Venture Capital Co., Ltd., and the other parties
identified therein (incorporated by reference to Exhibit 10.5 to the Form 8-K filed on July 2, 2004).

Securities Purchase Agreement, dated March 1, 2004, among Liquidmetal Technologies, Inc. and the investors identified as “Purchasers” therein
(incorporated by reference to Exhibit 10.6 to the Form 8-K filed on July 2, 2004).
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Exhibit
Number

10.36 —
10.37 —
10.38 —
10.39 —
10.40 —
10.41 —
10.42 —
10.43 —
10.44 —
10.45 —
10.46 —
21 —
23.1 —
24.1 —
31.1 —
31.2 —

321 —

32.2 —

Description of Document

Form of 6% Senior Convertible Note issued under Securities Purchase Agreement (incorporated by reference to Exhibit 10.7 to the Form 8-K filed
on July 2, 2004).

Registration Rights Agreement, dated March 1, 2004, among Liquidmetal Technologies, Inc. and the purchasers under Securities Purchase
Agreement (incorporated by reference to Exhibit 10.8 to the Form 8-K filed on July 2, 2004).

Form of Common Stock Purchase Warrant granted to purchasers under Securities Purchase Agreement (incorporated by reference to Exhibit 10.9 to
the Form 8-K filed on July 2, 2004).

Form of Placement Agent Common Stock Purchase Warrant, dated March 1, 2004 (incorporated by reference to Exhibit 10.10 to the Form 8-K filed
on July 2, 2004).

Security Agreement, dated March 1, 2004, between Liquidmetal Technologies, Inc. and Middlebury Capital LLC, as agent (incorporated by
reference to Exhibit 10.11 to the Form 8-K filed on July 2, 2004).

Note Exchange Agreement, dated July 29, 2004, among Liquidmetal Technologies, Inc. and certain individuals identified as “Noteholders” therein
(incorporated by reference to Exhibit 10.1 to the Form 8-K filed on August 20, 2004).

Form of 10% Senior Secured Notes Due 2005 of Liquidmetal Technologies, Inc. issued pursuant to Note Exchange Agreement filed as Exhibit 10.2
hereto (incorporated by reference to Exhibit 10. to the Form 8-K filed on August 20, 2004).

Form of 6% Senior Security Note Due 2007 of Liquidmetal Technologies, Inc. issued pursuant to Note Exchange Agreement filed as Exhibit 10.3
hereto (incorporated by reference to Exhibit 10. to the Form 8-K filed on August 20, 2004).

Note Exchange Agreement, dated July 29, 2004, among Liquidmetal Technologies, Inc and Winvest Venture Partners Inc. (incorporated by reference
to Exhibit 10.4 to the Form 8-K filed on August 20, 2004).

10% Senior Secured Notes Due 2005 of Liquidmetal Technologies, Inc. issued to Winvest Venture Partners Inc. (incorporated by reference to
Exhibit 10.5 to the Form 8-K filed on August 20, 2004).

Form of 6% Senior Security Note Due 2007 of Liquidmetal Technologies, Inc. issued to Winvest Venture Partners Inc. (incorporated by reference to
Exhibit 10.6 to the Form 8-K filed on August 20, 2004).

Code of Ethics for Chief Executive Officer and Senior Financial and Accounting Officers
Subsidiaries of the Registrant.

Consent of Stonefield Josephson

Power of Attorney relating to subsequent amendments (included on the signature page(s) of this report).

Certification of Principal Executive Officer pursuant to Rule 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934, as amended.
Certification of Principal Financial Officer pursuant to Rule 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934, as amended.
Certification of Chief Executive Officer pursuant to 18 U.S.C. 1350.

Certification of Principal Financial Officer pursuant to 18 U.S.C. 1350.

* Denotes a management contract or compensatory plan or arrangement required to be filed as an exhibit this Form 10-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

Liquidmetal Technologies, Inc.

By: /s/John Kang

John Kang
President and Chief Executive Officer

Date: October 29, 2004
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POWER OF ATTORNEY

KNOW ALL THESE PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints John Kang and Tony Chung and
each of them, jointly and severally, his attorneys-in-fact, each with full power of substitution, for him in any and all capacities, to sign any and all amendments to this
Report on Form 10-K, and to file the same, with exhibits thereto and other documents in connection therewith, with the Securities and Exchange Commission, hereby
ratifying and confirming all that each said attorneys-in-fact or his substitute or substitutes, may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report on Form 10-K has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated:

Signature Title Date
/s/ John Kang Chairman of the Board Chief Executive Officer President and October 6, 2004
Director (Principal Executive Officer)
John Kang
/s/ James Kang Founder and Director October 6, 2004
James Kang
/s/ William Johnson Director October 6, 2004

William Johnson

/s/ Tjoa Thian Song Director October 6, 2004
Tjoa Thian Song
/s/ Vincent Addonisio Director October 6, 2004

Vincent Addonisio

/s/ Dean Tanella Director October 6, 2004

Dean Tanella
Certifications provided as Exhibits.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Liquidmetal Technologies, Inc.

We have audited the accompanying consolidated balance sheets of Liquidmetal Technologies, Inc. and subsidiaries (the “Company”) as of December 31, 2003 and 2002,
and the related consolidated statements of operations and comprehensive loss, shareholders’ equity (deficiency), and cash flows for each of the three years in the period
ended December 31, 2003. Our audits also included the financial statement schedule listed in the Index at Item 15(a)(2) and the Schedule II information. These financial
statements and financial statement schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on the financial statements
and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Liquidmetal Technologies, Inc. and subsidiaries as
of December 31, 2003 and 2002, and the results of their operations and cash flows for each of the three years in the period ended December 31, 2003, in conformity with
accounting principles generally accepted in the United States of America. Also, in our opinion, such financial statement schedule, when considered in relation to the
basic consolidated financial statements taken as a whole, presents fairly in all material respects the information set forth therein.

As discussed in Note 2, the accompanying 2002 and 2001 consolidated financial statements have been restated.

The accompanying financial statements for the year ended December 31, 2003 have been prepared assuming that the Company will continue as a going concern. As
discussed in Note 3 to the financial statements, the Company’s recurring losses from operations and recurring negative operating cash flows raise substantial doubt about
its ability to continue as a going concern. Management’s plans concerning these matters are also described in Note 3. The financial statements do not include any
adjustments that might result from the outcome of this uncertainty.

Irvine, California
Certified Public Accountants

October 22, 2004
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LIQUIDMETAL TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

December 31,

2003 2002
(restated)
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 3,129 $ 26,003
Marketable securities held-for-sale — 3,068
Trade accounts receivable, net of allowance for doubtful accounts of $155 and $450 4,185 5,910
Inventories 5,780 4,011
Prepaid expenses and other current assets 564 2,142
Total current assets 13,658 41,134
PROPERTY, PLANT AND EQUIPMENT, NET 17,958 23,505
OTHER INTANGIBLE ASSETS, NET 984 785
GOODWILL — 184
OTHER ASSETS 426 408
Total assets $ 33,026 $ 66,016
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES:
Accounts payable and accrued expenses $ 4274 $ 11,175
Net liabilities of discontinued operations — 1,148
Deferred revenue 3,018 2,980
Long-term debt, current portion 1,032 —
Other current liabilities 4,705 19
Total current liabilities 13,029 15,322
LONG-TERM DEBT, NET OF CURRENT PORTION 3,015 —
OTHER LIABILITIES 814 74
Total liabilities 16,858 15,396
COMMITMENTS AND CONTINGENCIES
MINORITY INTEREST 5 21
SHAREHOLDERS’ EQUITY:
Common stock, $0.001 par value per share, 100,000,000 shares authorized; 41,609,652 shares issued and outstanding at
December 31, 2003 and 200,000,000 shares authorized and 41,009,245 issued and outstanding at December 31, 2002 42 106,554
Additional paid in capital 128,581 21,575
Unamortized stock-based compensation (128) (260)
Accumulated deficit (112,587) (78,982)
Accumulated other comprehensive income 255 1,712
Total shareholders’ equity 16,163 50,599
Total liabilities and shareholders’ equity $ 33,026 $ 66,016

The accompanying notes are an integral part of the consolidated financial statements.
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LIQUIDMETAL TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(in thousands, except share data)

Years Ended December 31,
2003 2002 2001
(restated) (restated)

REVENUE, Net $ 16,854 $ 11,235 $ 3,882
COST OF SALES 22,188 7,174 1,924
Gross (loss) profit (5,334) 4,061 1,958
OPERATING EXPENSES:

Selling, general and administrative 17,784 13,472 5,239

Research and development 8,853 11,825 1,726

Impairment of goodwill 184 — —

Impairment of long lived assets 2,684 — —

Total operating expenses 29,505 25,297 6,965

LOSS BEFORE INTEREST, OTHER INCOME, INCOME TAXES MINORITY INTEREST AND

DISCONTINUED OPERATIONS (34,839) (21,236) (5,007)

Interest expense (393) (1,113) (1,103)

Interest income 309 510 8

Gain on sale of marketable securities held-for-sale 1,178 832 —
LOSS BEFORE INCOME TAXES, MINORITY INTEREST AND DISCONTINUED OPERATIONS (33,745) (21,007) (6,102)
Income taxes 8) (123) —
LOSS BEFORE MINORITY INTEREST AND DISCONTINUED OPERATIONS (33,753) (21,130) (6,102)
Minority interest in loss of consolidated subsidiary 21 118 —
LOSS FROM CONTINUING OPERATIONS (33,732) (21,012) (6,102)
DISCONTINUED OPERATIONS:

Loss from operations of discontinued retail golf segment, net — — (5,973)

Gain (loss) from disposal of discontinued retail golf segment, net 127 1,556 (11,949)
NET LOSS (33,605) (19,456) (24,024)
OTHER COMPREHENSIVE GAIN (LOSS):

Foreign exchange translation gain (loss) during the period 211 (28) 24)

Net unrealized gain (loss) on marketable securities available-for-sale (1,668) 1,668 —
COMPREHENSIVE LOSS $(35,062) $(17,816) $(24,048)
PER COMMON SHARE BASIC and DILUTED:

Loss from continuing operations $ (0.81) $ (0.54) $ (0.18)

Gain (Loss) from discontinued operations $ 0.00 $ 0.04 $ (0.54)

Net loss $ (0.81) $ (0.50) $ (0.72)

The accompanying notes are an integral part of the consolidated financial statements.
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Balance, December 31, 2000
Preferred stock issued
Commission expense on sale of

preferred stock
Common stock issued
Stock options exercised
Conversion of notes payable
Discounts on notes payable
Stock-based compensation
Unamortized stock option based
compensation
Dilution gain on common stock issued
by subsidiaries
Purchase of common stock of
subsidiaries
Foreign exchange translation loss
Net loss (as restated)

Balance, December 31, 2001 (as

restated)

Common stock issued

Transaction expenses of initial public
offering including commissions

Stock options exercised

Conversion of preferred stock to
common stock

Stock-based compensation

Unamortized stock option based
compensation

Foreign exchange translation loss

Net unrealized gain on marketable
securities

Net loss (as restated)

Balance, December 31, 2002 (as
restated)
Stock options exercised
Repurchase of shares
Change in par value due to
Reincorporation
Stock-based compensation
Unamortized stock option based
compensation
Purchase of common stock of
subsidiaries
Foreign exchange translation gain
Reclassification for net realized gain
Net loss

Balance, December 31, 2003

(in thousands, except share data)

LIQUIDMETAL TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

The accompanying notes are an integral part of the consolidated financial statements.
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Unamortized Accumulated
Additional Stock-based Accumu- Other
Preferred Preferred C C Paid in Compen- lated Comprehensive
Shares Stock Shares Stock Capital sation Deficit Income (Loss) Total
(restated) (restated) (restated)

= 5 — 30,884,042 $ 19,305 $ 12,421 — $ (35,502) $ 96 $ (3,680)

456,857 5,665 — — — — — _ ,
— (88) — — — — — — (88)
— — 977,034 5,477 — — — — 5,477
— — 1,822,581 2,400 — — — — 2,400
— — 1,339,858 2,570 — — — — 2,570
— — — — 1,692 — — — 1,692
— — — — 2,521 — — 2,521
— — — — 9,815 (9,815) — — —
— — — — 37 — — — 37
— — — — (50) — — — (50)
— — — — — — (24) (24)
— _ - — — — — 24,024) e 24,024)

456,857 $ 5,577 35,023,515 $ 29,752 $ 23,915 $(7,294) $ (59,526) $ 72 $ (7,504)
— — 5,229,000 78,435 — — — — 78,435
— — — (7,714) — — — — (7,714)
— — 299,873 504 — — — — 504

(456,857) (5,577) 456,857 5,577 — — — — —
— — — — 4,694 — — 4,694
— — — — (2,340) 2,340 — — —
— — — — — — (28) (28)
— — — — — — — 1,668 1,668
— — — — — — (19,456) — 19,456)
— $  — 41,009,245 $ 106,554 $ 21,575 $ (260) $ (78,982) $ 1,712 $ 50,599
— — 684,165 1,149 — — — — 1,149
— — (93,758) (653) — — — — (653)
— — — (107,008) 107,008 — — — —
— — 10,000 — 100 25 — — 125
— — — — (107) 107 — — —
— — — — 5 — — — 5
— — — — — — — 211 211
_ _ _ — — — — (1,668) (1,668)
— — — — — — (33,605) — (33,605)
— $  — 41,609,652 $ 42 $128,581 $ :128) $1112,587) $ 255 $ 16,163
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LIQUIDMETAL TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands, except share data)

Years Ended December 31,

2003 2002 2001
(restated) (restated)
OPERATING ACTIVITIES:
Net loss $(33,605) $(19,456) $(24,024)
Add (gain) loss from operations and loss on disposition of discontinued operations 127) (1,556) 17,922
Loss from continuing operations (33,732) (21,012) (6,102)
Adjustments to reconcile net loss to net cash used by operating activities:
Impairment of long lived assets 2,684 — —
Impairment of goodwill 184 — —
Loss from Growell settlement 2,765 — —
Gain on sale of marketable securities held-for-sale (1,178) (832) —
Minority interest 21) (118) —
Bad debt expense (28) 921 25
Warranty expense (297) 237 —
Depreciation and amortization 4,416 1,513 132
Amortization of debt discount — 912 780
Stock-based compensation 123 2,203 1,330
Changes in operating assets and liabilities:
Trade accounts receivable 1,598 (5,849) (151)
Inventories (273) (3,308) (311)
Prepaid expenses and other current assets 1,578 (1,048) (273)
Other assets (18) (217) —
Accounts payable and accrued expenses (9,615) 7,612 1,304
Deferred revenue 38 2,150 —
Other liabilities 5,426 — 80
Net cash used by continuing operations (26,350) (16,837) (3,186)
Net cash used by discontinued operations (1,020) (2,456) (8,866)
Net cash used by operating activities (27,370) (19,293) (12,052)
INVESTING ACTIVITIES:
Purchases of property and equipment (2,450) (23,677) (1,070)
Purchase of marketable securities held-for-sale — (2,000) —
Proceeds from sale of marketable securities held-for-sale 2,578 1,432 —
Acquisition of subsidiary, net of cash received — 74 —
Investment in patents and trademarks (298) (144) (89)
Net cash used by investing activities (170) (24,315) (1,159)
FINANCING ACTIVITIES:
Proceeds from borrowings 5,488 3,500 4,000
Repayment of borrowings (1,441) (7,400) (100)
Repayment of other liabilities (72) (14) —
Proceeds from issuance of common stock, net of offering costs — 70,721 3,477
Proceeds from issuance of preferred stock, net of offering costs — — 5,577
Stock options exercised 899 504 2,400
Proceeds from issuance (repurchase) of common stock by subsidiaries, net 5 — (13)
Net cash provided by financing activities 4,879 67,311 15,341
EFFECT OF FOREIGN EXCHANGE TRANSLATION (213) 70 (24)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (22,874) 23,773 2,106
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 26,003 2,230 124
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 3,129 $ 26,003 $ 2,230
SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid 368 443 52
Taxes paid 132 — —

The accompanying notes are an integral part of the consolidated financial statements.
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LIQUIDMETAL TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)
(in thousands, except share data)

In 2003, an option holder surrendered 93,758 shares of the Company’s common stock in lieu of cash payment for the option exercise price of $250 and income taxes
payable by the option holder of $403. The Company immediately canceled the common shares received in lieu of cash payment upon receipt of the shares.

As of 2003, the change in the foreign exchange rate between the U.S. Dollar and the South Korean Won resulted in a $47 gain related to the note payable and a $433
gain related to property, plant and equipment.

In 2003 the Company reclassified $1,477 of machines from property, plant and equipment to Machines held by customer.
In 2003, the Company entered into a lease agreement for $291 of laboratory equipment that was recorded as a capital lease obligation.

In 2002 and 2001, $2,570 and $108 in notes payable and accrued interest were converted to the Company’s common stock. In 2001, Liquidmetal Golf transferred and
assigned to the Company two subordinated promissory notes in exchange for the Company’s common stock in the amount of $2,000.

In 2002 and 2001, respectively, the Company recorded a net addition to shareholders’ equity of, $2,492 and $1,191 comprised of stock compensation and discounts
on convertible notes payable in the discontinued retail golf operations. In 2002, there was a $98 foreign exchange loss effect in the discontinued retail golf operations.

In 2002, the Company entered into a lease agreement for $107 of office furniture that was recorded as a capital lease obligation.
In 2001, the Company accrued $100 for payments to be made to Caltech in exchange for rights to certain patents (see Note 9).
In 2001, the Company incurred $792 of costs related to the initial public offering that had not been paid as of December 31, 2001.
In 2001, the Company recorded paid in capital of $1,692 comprised of discounts on notes payable.

The accompanying notes are an integral part of the consolidated financial statements.
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1. Description of Business

Liquidmetal Technologies, Inc. (“Liquidmetal Technologies”) and its subsidiaries (collectively “the Company”) are in the business of developing, manufacturing, and
marketing products made from amorphous alloys. Liquidmetal Technologies markets and sells Liquidmetal® alloy industrial coatings and also manufactures, markets
and sells products and components from bulk Liquidmetal alloys that can be incorporated into the finished goods of its customers across a variety of industries. The
Company also partners with third-party licensees and distributors to develop and commercialize Liquidmetal alloy products.

The Company classifies operations into two reportable segments: Liquidmetal alloy industrial coatings and bulk Liquidmetal alloys. Liquidmetal alloy industrial
coatings are used primarily as a protective coating for industrial machinery and equipment, such as drill pipe used by the oil drilling industry and boiler tubes used by
coal-burning power plants. Bulk Liquidmetal alloys include potential market opportunities to manufacture and sell products and components for electronic devices,
medical devices, defense applications, and sporting goods. In addition, the bulk Liquidmetal alloys segment includes tooling and prototype sampling, and the
manufacture and sale of die casting equipment. In addition, such alloys are used to generate research and development services revenue for developing uses related
primarily to defense and medical applications as well as potential license fees, royalties, and other compensation from strategic partnering transactions. In the twelve
months ended December 31, 2001, the Company derived a majority of its revenue from the operation of its retail golf segment, which was discontinued on
September 30, 2001 and is now accounted for as a discontinued operation. The retail golf segment marketed golf clubs made of the Company’s bulk Liquidmetal alloys.
Beginning in 2002 the Company outsourced the manufacturing of the golf clubs.

2. Restatement
Growell Restatement

As a part of the accompanying consolidated financial statements and the notes thereto, the Company has restated certain previously issued financial statements due to
the fact that revenues from equipment sales made to Growell Metal Co., Ltd., a South Korean metals processing company (“Growell”), in the third and fourth quarters of
2002 and the first quarter of 2003 should not have been recognized in those periods. Revenues of $873 and $681 from the sales of alloying equipment to Growell were
previously recorded in the quarters ended September 30, 2002 and December 31, 2002, respectively, and revenue of $2,543 from the sale of die casting machines to
Growell was previously recorded in the quarter ended March 31, 2003. The 2002 Growell sale of $1,554 had an associated cost of sales of $1,478 resulting in a profit of
$78 during 2002. The 2003 Growell sale of $2,543 had an associated cost of sales of $840 resulting in profit of $1,703. The effect of the restatement is to eliminate the
recognition of revenue on the alloying equipment sales in 2002 and to defer the recognition of revenue on the die casting equipment in 2003 until the quarter ending
March 31, 2004.

The alloying and die casting equipment were the subject of a previously reported dispute between the Company’s South Korean subsidiary, Liquidmetal Korea Co.,
Ltd. (“Liquidmetal Korea”), and Growell, which was a former supplier of alloy ingots to Liquidmetal Korea’s Pyongtaek, South Korea manufacturing plant and also a
die casting licensee of the Company. The restatement of revenues from the equipment sales is a result of an analysis initiated by the Company based upon the settlement
of this dispute in January 2004 and a determination that the original revenue recognition decision did not include consideration of all agreements relating to the subject
matter of the transactions. The Company concluded that the equipment sales were contingent upon Liquidmetal Korea’s continued performance under its agreements
with Growell, and consequently revenue recognition is deferred until the contingency was ended.

The Company has reclassified the $757 and $720 of alloying equipment subject to the contingency as Machines held by customer at September 30, 2002 and
December 31, 2002, respectively. The Company has reclassified the die casting equipment at March 31, 2003 and for subsequent quarterly periods as Machines held by
customer, which are included in inventory.

Under terms of a January 10, 2004 settlement of the dispute between Liquidmetal Korea and Growell, Liquidmetal Korea agreed to pay Growell $4,895 to purchase
Growell’s investment in alloy inventories, proprietary alloying equipment purchased from Liquidmetal Korea, and supporting equipment purchased from other suppliers.
Also as part of the settlement, Growell satisfied in full a balance of $2,058 owed to Liquidmetal Korea for the die casting machines Growell purchased from Liquidmetal
Korea in the first quarter of 2003 as part of a license agreement to manufacture Liquidmetal alloy parts for the South Korean automotive industry. The remaining
settlement payable of $2,837 and trade accounts payable of $14 will be paid to Growell (in cash or stock at the Company’s discretion) by December 31, 2004. The
Company recorded a loss on the settlement at December 31, 2003 of $2,765 which is included in “Cost of Sales” in the December 31, 2003 Consolidated Statements of
Operations and Comprehensive Loss. The loss on settlement reflects the write-down of the assets received in the settlement to their fair market value. The loss is accrued
for in the “Accounts payable and accrued expenses” section in the December 31, 2003, Consolidated Balance Sheet. The sale of the die casting machines to Growell will
be reflected in the first quarter of 2004. Under the settlement agreement between the parties, the Company and Growell granted to the other party (and the other party’s
affiliates) a release of all known and unknown claims of any nature arising between the parties through the date of settlement, as well as a release against future claims
under agreements between the parties that were terminated as a part of the settlement. The settlement agreement provided that all agreements of any nature between the
parties and their respective affiliates

71




Table of Contents

LIQUIDMETAL TECHNOLOGIES, INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended December 31, 2003, 2002, and 2001
(in thousands, except share data)

were terminated as of the date of settlement, with the exception of certain confidentiality agreements, a Liquidmetal coatings distribution agreement, and future rights
under the die casting agreement pursuant to which Growell purchased the die casting machines and obtained a license to make auto parts from Liquidmetal alloys. The
settlement agreement also includes, as an accommodation to Growell, if the Company becomes aware of any prospective customer that desires to purchase a proprietary
Company casting machine at a time when Growell desires to sell any of its Liquidmetal die casting machines, then the Company will not sell such die casting machine to
the prospective customer unless the Company first directs the prospective customer to Growell and encourages the prospective customer to purchase the machine from
Growell.

Stock Compensation Restatement

As a part of the accompanying consolidated financial statements and the notes thereto, the Company has restated certain previously issued financial statements due to
the fact that stock option grants were not calculated in accordance with guidelines under APB Opinion No. 25, SFAS No. 123, and EITF 00-23.

On May 1, 2000, a member of our Board of Directors was awarded 516,130 incentive stock options (ISO) at the current fair market value of $2.79. At the time of the
grant, he was a full-time Liquidmetal employee and therefore, APB opinion 25’s application to this grant required no compensation expense to be recorded at the time as
the options were issued at current fair market value. On November 15, 2001, based on his separation agreement, he forfeited 113,548 of these options in exchange for
accelerated vesting of 15,484 options, which were originally set to vest on May 1, 2003. These options (noted as “the surviving shares”) were granted accelerated vesting
to vest on May 1, 2002, one year earlier than originally scheduled. No other changes were made to his option award, other than to note that these options would change
in status from ISO’s to non-qualified options due to his employment status change from an employee to a consultant and he continued as a Director of the Company. He
served as a member of our Board of Directors until May 20, 2003 and continues to serve in a consulting role under a consulting agreement that will expire on
December 31, 2005. At the time of the separation, the Company originally booked stock compensation expense relating to the modified award only for the 15,484 option
shares that were deemed “surviving shares” and amortized as compensation expense over the remaining vesting period, under APB opinion 25. However, the Company
was required to re-measure all of the unvested shares that were permitted to vest after the separation date under FAS 123; thus, the Company has restated the stock
compensation expense for the accelerated vesting shares or the surviving shares and a pro-rated expense for the 129,032 options that were to vest as scheduled on May 1,
2002. The pro-rata calculation provided for 6.5 months of the 12-month vesting period for the 129,032 options as being excluded for the remaining vesting period and
subsequent stock compensation expense calculation. Thus, only the remaining vesting period of 5.5 months was allocated to the 129,032 shares, representing a total
stock compensation expense for 59,140 options that are pro-rated and the surviving shares of 15,484 which were permitted accelerated vesting. The total of 74,624
options under this award were re-measured as of November 15, 2001 and expensed over the remaining vesting period of 5.5 months per the guidance of FAS 123.

On July 1, 2001 the Company awarded 14,517 options to a consultant. The Company accounted for these consultant option awards under FAS 123 and amortized the
stock compensation expense over their 3-year vesting period. However, the Company cancelled the option agreements on March 31, 2002 but did not properly reflect
these cancellations in the amortization expense or the outstanding option schedule. Furthermore, the Company recorded the stock compensation expense for one of the
consultants over a 3-year vesting period instead of the correct vesting period of 1-year. Accordingly, the Company has restated the stock compensation expense to reflect
the 1-year vesting schedule and the cancellation of the consultant agreement according to FAS 123.

On July 31, 2001, the Company awarded 16,129 options to a consultant to purchase the Company’s common stock at $9.30 on July 31, 2001, with a five year vesting
schedule with 20% vesting per year. The Company recorded a stock compensation expense for this award according to FAS 123. However, this consultant became an
employee on February 15, 2002, and due to this change in employment status, the Company re-measured the award as of the date of employment and expensed the pro-
rated options over the remaining vesting period as required in APB opinion 25. However, the Company erroneously calculated the pro-rated portion of this award as
though the award was for 50,000 options instead of the 16,129 options that were granted. As such, the Company has restated the stock compensation expense for this
award to accurately reflect the grant.

The Company recalculated stock compensation expense as a result of these changes and increased unamortized stock-based compensation by $577 and increased
stock compensation expense by $937 as of and for the year ended December 31, 2001. The Company also decreased unamortized stock-based compensation by $797 and
increased stock compensation expense by $533 as of and for the year ended December 31, 2002.

Samsung Restatement

In 2002, the Company was engaged by Samsung to provide Liquidmetal alloy parts for cell phones. The Company recognized approximately $315 of mold revenue in
December 2002, which was subsequently written off in March 2003 as bad debt expense. It was determined that the revenue of $315 recognized in 2002 did not meet the
requirement of revenue recognition under SAB 101 and accordingly the Company has restated its revenue and accounts receivable for 2002 by $315.
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JS Technologies Restatement

In September 2002, the Company was engaged by JS Technologies to provide molds and MP3 player compact disc cases and recognized approximately $782 of
revenue. JS Technologies did not pay the remaining balance due of $172 because the MP3 player compact disc cases never launched into full production, for which the
Company recorded a bad debt expense in January 2003. Consequently, the Company restated its selling, general and administrative expenses and the allowance for
doubtful accounts as of and for the year ended 2002 by recognizing bad debt expense of $169 in 2002.

AM Corporation Restatement

In December 2002, the Company was engaged by AM Corporation to develop knife prototypes for distribution of knives in Europe and recognized $250 of revenue
in 2002 and $250 in 2003. The Company received payment on the revenue recognized in 2002; however, AM Corporation determined it would not continue with
development and consequently did not pay the 2003 receivable of $250 and the Company recorded the $250 as bad debt expense in 2003. It was determined that the
$250 recorded as revenue in 2003 did not meet the requirement of revenue recognition per SAB 101 and, accordingly, the sale and bad debt expense were reversed.
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A summary of the significant effects of the restatement is as follows:

Year To Date Ended
12/31/02 12/31/01

Consolidated Statements of Previously 12/31/02 Previously 12/31/01
Operations Data: Reported Restated Reported Restated
Revenue $ 13,139 $ 11,235 $ 3,882 $ 3,882
Cost of sales 8,679 7,174 1,924 1,924
Gross profit 4,460 4,061 1,958 1,958
Operating expense:
Selling, general, and administrative 12,767 13,472 4,301 5,239
Research and development 11,825 11,825 1,726 1,726
Total operating expenses 24,592 25,297 6,027 6,965
Loss before interest, other income, income taxes, minority interest

and discontinued operations (20,132) (21,236) (4,069) (5,007)
Interest expense, net (603) (603) (1,095) (1,095)
Gain on sale of marketable securities held-for-sale 832 832 — —
Loss before income taxes, minority interest and discontinued

operations (19,903) (21,007) (5,164) (6,102)
Income taxes (123) (123) — —
Minority interest in income of consolidated subsidiary 118 118 — —
Loss from continuing operations (19,908) (21,012) (5,164) (6,102)
Loss from operations of discontinued retail golf segment, net — — (5,973) (5,973)
Gain (loss) from disposal of discontinued retail golf segment, net 1,556 1,556 (11,949) (11,949)
Net loss $(18,352) $(19,456) $(23,086) $(24,024)
Loss per share from continuing operations — basic and diluted $ (0.51) $ (0.54) $ (0.15) $ (0.18)
Weighted average common shares used to compute loss per share

from continuing operations — basic and diluted 38,714 38,714 33,323 33,323
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Consolidated Balance Sheet Data:
ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Marketable securities held-for-sale
Trade Accounts Receivable, net
Inventories
Prepaid expenses and other current assets

Total current Assets
PROPERTY, PLANT AND EQUIPMENT, NET
OTHER INTANGIBLE ASSETS, NET
GOODWILL
OTHER ASSETS

Total Assets

LIABILITIES AND SHAREHOLDER’S EQUITY
CURRENT LIABILITIES:
Accounts payable and accrued expenses
Net liabilities of discontinued operations
Deferred revenue
Other current liabilities
Current portion of notes payable to shareholders
Total current liabilities
LONG-TERM DEBT, NET OF CURRENT PORTION
Total Liabilities
COMMITMENTS AND CONTINGENCIES
MINORITY INTEREST
SHAREHOLDERS’ EQUITY:
Preferred stock, no par value, 10,000,000 shares authorized and none outstanding at
December 31, 2002 and 456,857 outstanding at December 31, 2001
Common stock, $0.001 par value per share, 100,000,000 shares authorized; 41,609,652
share issued and outstanding at December 31, 2003 and 200,000,000 shares authorized
and 41,009,245 issued and outstanding at December 31, 2002
Additional Paid in capital
Unamortized Stock-based compensation
Accumulated Deficit
Accumulated other comprehensive income
Total Shareholders’ Equity (Deficiency)
Total Liabilities and shareholders’ equity
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2002

As of December 31,

2002

2001

2001

Previously Previously
Reported Restated Reported Restated
$ 26,003 $ 26,003 $ 2,230 $ 2,230
3,068 3,068 — —
6,404 5,910 911 911
2,506 4,011 503 503
2,142 2,142 967 967
40,123 41,134 4,611 4.611
23,505 23,505 1,163 1,163
785 785 723 723
184 184 — —
408 408 183 183
65,005 66,016 6,680 6,680
$ 11,174 $ 11,175 $ 2,706 $ 2,873
1,148 1,148 7,492 7,492
1,397 2,980 830 830
19 19 167 —
— — 2,988 2,988
13,738 15,322 14,183 14,183
74 74 — —
13,812 15,396 14,183 14,183
21 21 — —
—_ —_ 5,577 5,577
106,554 106,554 29,752 29,752
20,326 21,575 22,401 23,915
(480) (260) (6,717) (7,294)
(76,940) (78,982) (58,588) (59,526)
1,712 1,712 72 72
51,172 50,599 (7,503) (7,504)
$ 65,005 $ 66,016 $ 6,680 $ 6,680
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3. Liquidity

The Company has experienced losses from continuing operations during the last three fiscal years and has an accumulated deficit of $112,587 as of December 31,
2003. Cash used in continuing operations for the fiscal year ended December 31, 2003 was $26,350, and it is likely that cash flow from continuing operations will be
negative throughout the fiscal year 2004. At December 31, 2003, the Company’s principal source of liquidity is $3,129 of cash and cash equivalents and trade accounts
receivables of $4,185 . Such conditions raise substantial doubt that the Company will be able to continue as a going concern for a reasonable period of time without
receiving additional funding. However, in March 2004, the Company received $9.4 million in private equity funding (see Note 13).

These operating results occurred while the Company was developing and attempting to commercialize and manufacture products from an entirely new and unique
technology. This business plan required significant spending related to start-up costs and capital expenditures. These factors have placed a significant strain on the
financial resources of the Company. The ultimate success of the Company depends on its ability to continue to reduce operating costs, generate higher revenue, achieve
positive cash flow from continuing operations and achieve profitability. The consolidated financial statements do not include any adjustments that might result from the
outcome of the uncertainty.

4. Summary of Significant Accounting Policies

Principles of Consolidation. The consolidated financial statements include the accounts of Liquidmetal Technologies, Inc. and its wholly-owned subsidiaries,
Liquidmetal Korea Co., Ltd. (“LMT Korea”), located in South Korea, and Amorphous Technologies International (Asia) PTE LTD (“LMT Singapore”), located in
Singapore and its majority-owned subsidiaries, Chusik Hoesa Dongyang Yudoro (“Dongyang”) and Liquidmetal Golf and its subsidiaries, which included the retail golf
segment, now accounted for as a discontinued operation. The Company acquired its 51% interest in Dongyang in 2002; accordingly, the results of Dongyang’s
operations have been included in the consolidated financial statements from the acquisition date (see Note 10). The aggregate purchase price was $333 in cash. As of
March 2004, the Company divested of its 51% ownership in Dongyang to the minority shareholder. Effective in 2001, management closed the Singapore operations,
which did not result in a significant impact on the financial statements for any of the periods presented. All intercompany balances and transactions have been
eliminated. A minority interest in Liquidmetal Golf is included in the consolidated financial statements as a component of the loss from operations of the discontinued
retail golf segment (see Note 16). Effective in 2003, management closed the Japan operations and the Seoul office, which did not result in a significant impact on the
financial position or results of operations for any of the periods presented. Also, effective in December 2003, management closed the Tampa office which did have a
material effect (see Note 11).

Sales of Stock by Subsidiaries. Gains on sales of stock by Liquidmetal Golf are recognized as components of the Company’s shareholders’ equity (deficiency).

Revenue Recognition. Revenue is recognized pursuant to applicable accounting standards including Securities and Exchange Commission (“SEC”) Staff Accounting
Bulletin (“SAB”) No. 101 (SAB 101), “Revenue Recognition in Financial Statements”, and SAB 104, Revenue Recognition. SAB 101 as amended and SAB 104
summarize certain points of the SEC staff’s views in applying generally accepted accounting principles to revenue recognition in financial statements and provides
guidance on revenue recognition issues in the absence of authoritative literature addressing a specific arrangement or a specific industry. The Company’s revenue
recognition policy complies with the requirements of SAB 101 and SAB 104. Revenue is recognized at the time the Company ships its products, as this is when title
passes to the customer and all other incidences of a sale have occurred. Revenue is deferred and included in liabilities when the Company receives cash in advance for
services not yet performed or goods not yet delivered. Revenue from research and development contracts is recognized under the percentage of completion method.

Cash and Cash Equivalents. The Company considers all highly liquid investments with maturity dates of three months or less when purchased to be cash equivalents.
The Company limits the amount of credit exposure to each individual financial institution and places its temporary cash into investments of high credit quality. There are
no significant concentrations of credit risk to the Company associated with cash and cash equivalents.

Marketable Securities. The Company follows Statement of Financial Accounting Standards (“SFAS”) No. 115, Accounting for Certain Investments in Debt and
Equity Securities, and classifies all of its investment securities as available -for-sale. Available-for-sale securities are carried at fair value, with the unrealized gains and
losses reported in Shareholders’ Equity (Deficiency) under the caption “Accumulated Other Comprehensive Income.”

Realized gains and losses on held-for-sale securities are included in other income. The cost of securities sold is based on the specific identification method.
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Trade Accounts Receivables. The Company grants credit to its customers generally in the form of short-term trade accounts receivable. The creditworthiness of
customers is evaluated prior to the sale of inventory. Two customers represent 85%, or $3,540, of total outstanding trade accounts receivables as of December 31, 2003.
As of December 31, 2002, three customers represented 64%, or $3,802, of the total outstanding trade accounts receivables.

The allowance for doubtful accounts reflects management’s best estimate of probable losses inherent in the trade accounts receivable. Management primarily
determines the allowance based on the aging of accounts receivable balances, historical write-off experience, customer concentrations, customer creditworthiness and
current industry and economic trends. The Company’s provisions for uncollectible receivables are included in selling, general and administrative expense in the
accompanying consolidated statements of operations and comprehensive loss.

Inventories. Inventories are accounted for using the moving average basis and reported at the lower of cost or market. Inventories consist of raw materials, work in
process, and finished goods. The Company records write-offs for inventory obsolescence when it is deemed that there is impairment of the value of the inventories on
hand.

Property, Plant and Equipment. Property, plant and equipment are stated at cost less accumulated depreciation and amortization. Additions and major renewals are
capitalized. Repairs and maintenance are charged to expense as incurred. Upon disposal, the related cost and accumulated depreciation are removed from the accounts,
with the resulting gain or loss included in operating income. Depreciation is provided principally on the straight-line method over the estimated useful lives of the assets,
which range from two to twenty years.

Lease property meeting certain criteria is capitalized and the present value of the related lease payments is recorded as a liability. Amortization of capitalized lease
assets is provided on the straight-line method over the estimated useful lives of the assets, which is five years.

Intangible Assets. Intangible assets consist of the costs incurred to purchase patent rights and costs incurred to internally develop patents and trademarks. Intangible
assets are reported net of accumulated amortization. Patents and trademarks are amortized using the straight-line method over a period based on their contractual lives
ranging from eleven to seventeen years.

Goodwill. Beginning January 1, 2002, the Company adopted Statement of Financial Accounting Standards (“SFAS™) No. 142, Goodwill and Other Intangible Assets
(See “New Accounting Pronouncements™). According to this statement, goodwill and other intangible assets are no longer subject to amortization, but instead must be
reviewed annually for impairment by applying a fair value-based test. The Company’s goodwill arose in 2002 as a result of its acquisition of Dongyang (see Note 10).

Impairment of Long-lived Assets. The Company reviews long-lived assets to be held and used in operations for impairment whenever events or changes in
circumstances indicate that the carrying value of an asset may be impaired. An impairment loss is recognized when the estimated fair value of the assets is less than the
carrying value of the assets. During 2003, the Company recognized an impairment of long-lived assets in the amount of $2,684 (see Note 8).

Fair Value of Financial Instruments. The estimated fair value of amounts reported in the consolidated financial statements have been determined using available
market information and valuation methodologies, as applicable. The carrying amount of cash and cash equivalents, accounts receivable, accounts payable, and all other
current assets and liabilities approximate their fair value because of their short term maturities at December 31, 2003 and 2002, unless otherwise stated. The fair value of
non-current assets and liabilities approximate their carrying value unless otherwise stated. The fair value of the Company’s long-term debt is based on interest rates that
would be available to Liquidmetal Korea for the issuance of debt with similar terms.

Research and Development Expenses. Research and development expenses represent salaries, related benefits expense, expenses incurred for the design and testing of
new processing methods and other expenses related to the research and development of Liquidmetal alloys. Development costs incurred in research and development
activities are expensed as incurred.

Advertising and Promotion Expenses. Advertising and promotion expenses are expensed when incurred. Advertising and promotion expenses were $136, $127 and
$62 for the years ended December 31, 2003, 2002 and 2001, respectively.

Debt Discount Amortization. Debt discounts for notes payable are amortized to interest expense, using a method that approximates the interest method over the term
of the related debt instruments.

Stock-Based Compensation. The Company applies Accounting Principles Board (“APB”) Opinion No. 25 for options when the exercise price of options granted to
employees is less than the fair value of the underlying stock on the date of grant. The Company applies Statement of Financial Accounting Standards (“SFAS”) No. 123
for options granted to non-employees who perform services for the Company.
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Had the Company determined employee stock-based compensation cost based on the fair value at the grant date for stock options consistent with the method of SFAS
No. 123, the Company’s net loss and basic and diluted net loss per share would have been as follows:

For the years ended December 31,

2003 2002 2001
(restated) (restated)
Net loss from Continuing Operations:
As reported $(33,732) $(21,012) (6,102)
Add: stock-based employee compensation expense (gain) included in reported net loss, net
of related tax effects 123 2,203 1,330
Deduct: total stock-based employee compensation expense determined under the fair value
based method for all awards (5,427) (7,664) (6,210)
Proforma net loss from continuing operations $(39,036) $(26,473) $(10,982)
Basic and diluted net loss per share:
As reported $ (0.81) (0.54) (0.18)
Proforma (0.94) (0.68) (0.33)

Income Taxes. Income taxes are provided under the asset and liability method as required by SFAS No. 109, Accounting for Income Taxes. Under this method,
deferred income taxes are recognized for the tax consequences of “temporary differences” by applying enacted statutory tax rates applicable to future years to differences
between the financial statement carrying amounts and the tax basis of existing assets and liabilities. The effect of a tax rate change on deferred taxes is recognized in
operations in the period that the change in the rate is enacted. Valuation allowances are established when necessary to reduce net deferred tax assets to the amount
expected to be realized.

Translation of Foreign Currency. Upon consolidation of the Company’s foreign subsidiaries into the Company’s consolidated financial statements, any balances with
the subsidiaries denominated in the foreign currency are translated at the exchange rate at year end. The financial statements of LMT Singapore have been translated
based upon Singapore Dollars as the functional currency. The financial statements of LMT Korea, which include the Company’s 51% owned subsidiary, Dongyang, have
been translated based upon Korean Won as the functional currency. LMT Singapore’s and LMT Korea’s assets and liabilities were translated using the exchange rate at
year end and income and expense items were translated at the average exchange rate for the year. The resulting translation adjustment was included in other
comprehensive income (loss).

The Company applies FASB No. 52, Foreign Currency Translation, for translating foreign currency into US dollars in our consolidation of the financial statements.
Due to our restatements of 2001 and 2002 financial statements (see Note 2), certain footnote disclosures and previously reported financial statements were adjusted to
conform to retroactive applications of FASB No. 52. These adjustments did not have a material impact in the financial statements.

Earnings Per Share. Basic earnings per share (“EPS”) is computed by dividing earnings (losses) attributable to common shareholders by the weighted average
number of common shares outstanding for the periods. Diluted EPS reflects the potential dilution that could occur if securities or other contracts to issue common stock
were exercised or converted into common stock.

Use of Estimates. The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the reported periods. Actual results could differ from those estimates. These
management estimates are primarily related to impairment of long-lived assets, inventory valuation, product warranty, and the allowance for bad debt account balances.

Reclassifications. Certain amounts from prior years have been reclassified to conform to the current year’s presentation.
New Accounting Pronouncements.

In April 2002, the FASB issued SFAS No. 145, Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections.
SFAS No. 145 rescinds SFAS No. 4, Reporting Gains and Losses from Extinguishment of Debt, and an amendment of that Statement, SFAS No. 64, Extinguishments of
Debt Made to Satisfy Sinking-Fund Requirements. This
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Statement also rescinds SFAS No. 44, Accounting for Intangible Assets of Motor Carriers. SFAS No. 145 amends SFAS No. 13, Accounting for Leases, to eliminate an
inconsistency between the required accounting for sale-leaseback transactions and the required accounting for certain lease modifications that have economic effects that
are similar to sale-leaseback transactions. This Statement also amends other existing authoritative pronouncements to make various technical corrections, clarify
meanings, or describe their applicability under changed conditions. The provisions of this Statement related to the rescission of Statement 4 are required to be applied in
fiscal years beginning after May 15, 2002. The provisions in paragraphs 8 and 9(c) of this Statement related to Statement 13 are required to be applied to transactions
occurring after May 15, 2002. Any gain or loss on extinguishment of debt that was classified as an extraordinary item in prior periods presented that does not meet the
criteria in APB No. 30 for classification as an extraordinary item is required to be reclassified. All other provisions of this Statement are effective for financial statements
issued on or after May 15, 2002. The Company elected to early adopt SFAS No. 145 during the second quarter of 2002. The effect of adopting SFAS No. 145 was to
increase interest expense by $532, increase net loss from continuing operations by $532, and to increase basic and diluted loss from continuing operations per share by
$0.01.

In June 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated With Exit or Disposal Activities. SFAS 146 addresses financial accounting and
reporting for costs associated with exit or disposal activities and nullifies Emerging Issues Task Force (EITF) Issue No. 94-3, Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring). SFAS No. 146 requires costs associated with exit or
disposal activities to be recognized when the costs are incurred, rather than at a date of commitment to an exit or disposal plan. SFAS No. 146 is effective for exit or
disposal activities that are initiated after December 31, 2002. The adoption of SFAS No. 146 did not have a material impact on the Company’s financial position or
results of operations.

In November 2002, the FASB issued Interpretation No. 45, Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of
Indebtedness of Others (“Interpretation 45”). Interpretation 45 changes the accounting for and the disclosure of guarantees. Interpretation 45 requires that guarantees
meeting the characteristics described in the Interpretation be initially recorded at fair value in contrast to SFAS No. 5, which requires recording a liability when a loss is
probable and reasonably estimable. The disclosure requirements of Interpretation 45 are effective for financial statements of annual periods ending after December 15,
2002. The initial recognition and initial measurement provisions of Interpretation 45 are effective on a prospective basis to guarantees issued or modified after
December 31, 2002. The adoption of Interpretation 45 did not have a material impact on the Company’s financial position or results of operations.

In December 2002, SFAS No. 148, Accounting for Stock-Based Compensation—Transition and Disclosure was issued by the FASB. This standard amends SFAS
No. 123 to provide alternative methods of transition for a voluntary change to the fair value method of accounting for stock-based employee compensation. In addition,
this standard amends the disclosure requirements of SFAS No. 123 to require prominent disclosures in both annual and interim financial statements about the method of
accounting for stock-based employee compensation and the effect of the method used on reported results. SFAS No. 148 is effective for financial statements for fiscal
years ending after December 15, 2002. The Company implemented SFAS No. 148 effective January 1, 2003 regarding disclosure requirements for condensed financial
statements for interim periods. The Company did not voluntarily change to the fair value based method of accounting for stock-based employee compensation.

In January 2003, the FASB issued FASB Interpretation No. 46 Consolidation of Variable Interest Entities, an interpretation of Accounting Research Bulletin (“ARB”)
No. 51, Consolidated Financial Statements (“FIN 46”) and a revised interpretation of FIN 46 (FIN 46-R) in December 2003 in an effort to expand upon existing
accounting guidance that addresses when a company should consolidate the financial results of another entity. FIN 46 requires “variable interest entities”, as defined to
be consolidated by a company that if that company is subject to a majority of expected losses of the entity or is entitled to receive a majority of expected residual returns
of the entity, or both. A company that is required to consolidate a variable interest entity is referred to as the entity’s primary beneficiary. The interpretation also requires
certain disclosures about variable interest entities that a company is not required to consolidate, but in which it has significant variable interest. The consolidation and
disclosure requirements apply immediately to variable interest entities created after January 31, 2003. The Company is not the primary beneficiary of any variable
interest entity created after January 31, 2003 nor does the Company have a significant variable interest in a variable interest entity created after January 31, 2003. For
variable interest entities that existed before February 1, 2003, the consolidation requirements for FIN 46-R are effective as of March 31, 2004. The adoption of FIN 46-R
will not have a material impact on the financial position, results of operations or cash flows of the Company.

In May 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments and Hedging Activities. SFAS No. 149 is intended to result in
more consistent reporting of contracts as either freestanding derivative instruments subject to Statement 133 in its entirety, or as hybrid instruments with debt host
contracts and embedded derivative features. SFAS No 149 is effective for contracts entered into or modified after June 30, 2003. The adoption of SFAS No. 149 did not
have a material impact on the Company’s financial position or results of operations.
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In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity. SFAS No. 150
requires certain financial instruments that embody obligations of the issuer and have characteristics of both liabilities and equity to be classified liabilities. Many of these
instruments previously were classified as equity or temporary equity and as such, SFAS No. 150 represents a significant change in practice in the accounting for a
number of mandatory redeemable equity instruments and certain equity derivatives that frequently are used in connection with share repurchase programs. SFAS
No. 150 is effective for all financial instruments created or modified after May 31, 2003, and to other instruments at the beginning of the first interim period beginning
after June 15, 2003. The adoption of SFAS No. 150 did not have a material impact on the Company’s financial position or results of operations.

5. Marketable Securities

On July 29, 2002, the Company invested $2,000 in Growell Metal, Inc. (“Growell”), a metals processing company located in South Korea and publicly traded on
South Korea’s KOSDAQ stock market. The Company acquired 891,100 shares (or approximately 5%) of Growell’s outstanding common stock in this transaction.
During the fourth quarter of 2002, Growell’s spin-off of its electronics division resulted in the creation of a new company named Growell Electronics, Inc. (“Growell
Electronics™). As a result of the spin-off, 30% of the Company’s 891,100 common shares of Growell were exchanged for an equal number of shares in the common stock
of Growell Electronics. During the year ended December 31, 2002, the Company sold its shares in Growell Electronics for approximately $1,432, which was based on
the market price of the stock on the KOSDAQ stock market on the date of sale. This sale resulted in a realized gain of $832. At December 31, 2002, the change in fair
value of the remaining investment in Growell resulted in an unrealized gain of $1,668, which is reported as other comprehensive income in the accompanying
consolidated financial statements. In April 2003, the Company sold the stock owned in Growell, which resulted in a realized gain of $1,178. A reclassification
adjustment of ($1,668) for net realized gains included in net loss is included in “Other comprehensive loss” on the accompanying Statement of Operations and
Comprehensive Loss for the year ended December 31, 2003.

6. Trade accounts receivables

Trade accounts receivables from continuing operations were comprised of the following:

December 31,

2003 2002

Trade accounts receivable $4,340 $6,360
Less: Allowance for doubtful accounts (155) (450)
Trade accounts receivable, net $4,185 $5,910

During the year ended December 31, 2003, the Company recorded $(28) of bad debt expense and wrote off $94 of customer account balances deemed to be
uncollectible. During the years ended December 31, 2002 and 2001, the Company recorded $921 and $25 of bad debt expense, respectively.

7. Inventories

Inventories were comprised of the following:

December 31,

2003 2002
Raw materials $1,256 $1,333
Work in process 1,373 785
Finished goods 789 405
Machines held by customer 2,362 1,488
Total inventories $5,780 $4,011
I I

During 2003, the Company experienced significant operational difficulties as a result of problems and delays encountered in manufacturing bulk amorphous parts.
These issues led the Company to begin assessing its long-term strategy. As a result of changes made to the Company’s manufacturing objectives, the Company
determined that it held excessive volumes of certain raw materials at December 31, 2003. Accordingly, the Company reduced the carrying value of raw materials held by
its subsidiary, Liquidmetal Korea, by the amounts considered to be obsolete. The write-downs amounted to $1,004 and are included in “Cost of Sales” in the
accompanying Statement of Operations and Comprehensive Loss for the year ended December 31, 2003.
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Machines held by customer represent machines conditionally sold to Growell in 2002 and 2003 (see Note 2). These machines are subject to put options whereby
Growell has the right to require the Company to buy back the machines if certain conditions are not met. The Company recorded a write-down of $2,765 of raw material
and machine inventory associated with the settlement of a dispute with Growell in December 2003 (see Note 2). These amounts are included in “Cost of Sales” in the
accompanying Statement of Operations and Comprehensive Loss for the years ended December 31, 2003 and 2002 respectively.

8. Property, Plant and Equipment

Property, plant and equipment consisted of the following:

December 31,

2003 2002
Machinery and equipment $11,160 $11,018
Computer equipment 1,355 1,004
Office equipment, furnishings and improvements 2,102 1,567
Buildings 8,503 11,084
Construction in process of machinery and equipment and plant — 403
Total 23,120 25,076
Accumulated depreciation (5,162) (1,571)
Total property, plant and equipment, net $17,958 $23,505

Depreciation expense was classified as follows:

Years ended December 31,

2003 2002 2001

Cost of sales $2,945 $ 403 $—
Selling, general and administrative 632 229 69
Research and development 739 799 —
Total depreciation expense $4,316 $1,431 $69

During 2003, the Company experienced significant operational difficulties as a result of problems and delays encountered in manufacturing bulk amorphous parts.
These events, along with the Company’s history of operating or cash flow losses and uncertainty surrounding its future cash flows, led the Company to evaluate its long-
lived assets for recoverability as of December 31, 2003. As a result, the Company determined that the carrying value of its manufacturing plant in Pyongtaek, South
Korea exceeded its fair value as of December 31, 2003 in the amount of $2,684. The fair value of the building was based on the average of two independent appraisals of
the building. This impairment loss is recorded in operating expenses as “Impairment of long lived assets” in the accompanying Consolidated Statement of Operations
and Comprehensive Loss for the year ended December 31, 2003.

9. Other Intangible Assets

Intangible assets consist of the following:

December 31,

2003 2002

Purchased and licensed patent rights $ 517 $ 458
Internally developed patents 824 622
Trademarks 83 56
Total 1,424 1,136
Accumulated amortization (440) (351)
Total intangible assets, net $ 984 $ 785
I I
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Amortization expense was $100, $82, and $63, for the years ended December 31, 2003, 2002, and 2001, respectively. The estimated aggregate amortization expense
for each of the five succeeding years is as follows:

December 31, Aggregate Amortization Expense
2004 $97
2005 91
2006 88
2007 86
2008 86

Accumulated Amortization for the years ended December 31, 2003 and 2002 is as follows:

December 31,

2003 2002
Purchased and licensed patent rights $(126) $ (83)
Internally developed patents (302) (263)
Trademarks (12) ®)
Total $(440) $(351)

The weighted average amortization periods for each of the years ended December 31, 2003, 2002, and 2001 is as follows:

December 31,

2003 2002 2001

Purchased and licensed patent right 17.0 17.0 17.0
Internally developed patents 17.0 17.0 17.0
Trademarks 10.0 10.0 10.0
Total weighted 13.5 13.5 13.5

Purchased patent rights represent the exclusive right to commercialize the bulk amorphous alloy and other amorphous alloy technology acquired from California
Institute of Technology (“Caltech”), a shareholder, through a license agreement with Caltech (“License Agreement”). Under the License Agreement, the Company has
the exclusive right to make, use, and sell products from all of Caltech’s inventions, proprietary information, know-how, and other technology relating to amorphous
alloys in existence as of September 1, 2001. The Company also has an exclusive license to nine issued patents and four patent applications held by Caltech relating to
amorphous alloy technology, as well as all related foreign counterpart patents and patent applications. Of the patents currently issued to Caltech and licensed by the
Company, the earliest expiration date is 2013 and the latest expiration date is 2021. Furthermore, the license agreement gives the Company the exclusive right to make,
use, and sell products from substantially all amorphous alloy technology that is developed in Professor William Johnson’s Caltech laboratory during the period
September 1, 2001 through August 31, 2005. All fees and other amounts payable by the Company for these rights and licenses have been paid or accrued in full, and no
further royalties, license fees or other amounts will be payable in the future under the License Agreements.

In addition to the patents and patent applications under the License Agreement with Caltech, the Company has internally developed patents. Internally developed
patents include legal and registration costs incurred to obtain the respective patents. The Company currently holds various patents and numerous pending patent
applications in the United States, as well as numerous foreign counterparts to these patents outside of the United States.

10. Goodwill

On June 28, 2002, the Company acquired a 51% interest in Chusik Hoesa Dongyang Yudoro (“Dongyang”). The results of Dongyang’s operations have been included
in the consolidated financial statements since that date. The aggregate purchase price was $333 in cash.
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The following table summarizes the estimated fair values of the net assets held by Dongyang as of June 28, 2002:

Cash $ 407
Accounts receivable 71
Inventories 200
Other current assets 126
Property, plant and equipment, net 34
Other long-term assets 9
Total assets 847

Total liabilities (554)
Net assets acquired $ 293
I

The difference between the purchase price of $333 and the Company’s investment in 51% of the net assets of Dongyang was assigned to Goodwill in the amount of
$184. The results of Dongyang’s operations prior to June 28, 2002 were not significant.

During 2002, the Company completed an impairment review and did not recognize any impairment of goodwill. Accordingly, for 2002, the Company has forgone all
related goodwill amortization expense. During 2003, Dongyang experienced net losses as a result of a continuing economic downturn in markets for its machinery
products. These events, along with Dongyang’s operating loss, cash flow losses and uncertainty surrounding its future cash flows, led the Company to evaluate its
investment for recoverability as of December 31, 2003. As a result, the Company determined that the carrying value of its investment in Dongyang exceeded its fair
value as of December 31, 2003 in the amount of $184. This impairment loss is recorded in operating expenses as “Impairment of Goodwill” in the accompanying
Statement of Operations and Comprehensive Loss for the year ended December 31, 2003.

In March 2004, the Company sold its 51% investment in Dongyang to the 49% minority shareholder. No gain or loss was recorded for this transaction as of
December 31, 2003 as the selling price of $80 was equal to the Company’s net carrying value for the 51% ownership held.

11. Other Liabilities

The other liabilities balance consists of accrued severance and operating lease costs associated with the Company’s cost reduction measures for the Tampa, Florida
executive offices, the accrued loss on the settlement with Growell (see note 2), and a capital lease obligation for office furniture and furnishings and capital lease
obligations for a SEM Microscope and a JSM Electron Microscope used in the laboratory in Lake Forest, California.

December 31,
2003 2002
Accrued severance $ 1,683 $—
Accrued loss on Growell settlement (see footnote 2) 2,765 —
Accrued operating lease costs 758 —
Accrued capital lease costs 348 111
Total 5,554 111
Imputed interest (35) (18)
Total 5,519 93
Less current portion (4,705) (19)
Other long term liabilities, less current portion $ 814 $ 74
I —

During 2003, the Company initiated activities to substantially reduce the number of employees and consolidate manufacturing and administrative facilities to improve
operational effectiveness and efficiency and reduce expenses. During the year ended December 31, 2003, there was a total of 225 employees terminated. The total
amount of severance granted to the terminated employees is $2,718 and is included in Cost of Sales of $199, Selling, general and administrative of $2,253, and Research
and Development of $266 in the accompanying Consolidated Statement of Operations for the year ended December 31, 2003. The amount of severance paid as of
December 31, 2003 is $1,035. The remaining severance owed to the terminated employees as of December 31, 2003 is $1,683. The severance granted to terminated
employees of $2,718 is separated into the following reportable segments: Coatings at $75 and Bulk alloy at $2,643. The categories of employees that were eliminated
include the following: Product management positions at various levels, including Vice President; entry level technicians; accounting and finance positions from entry
level
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through executive; marketing mid to senior level positions; engineering mid to senior levels positions; information technology support; administrative, legal and
executive support; senior internal legal counsel; human resources and senior executives. Also, there are other relocation expenses associated with relocating the Tampa,
Florida office to Lake Forest, California totaling $759, which includes the accrual of all remaining facility and telecommunication lease payments for the Tampa, Florida
office. As of December 31, 2003, there was a total liability, including severance and lease accruals, of $2,441. The current portion was $1,826 and the long-term portion
was $615. The Company has substantially concluded all cost reduction and restructuring activities as of March 31, 2004.

All leases with an initial term greater than one year are accounted for under SFAS No. 13 Accounting for Leases. These leases are classified as either capital leases or
operating leases, as appropriate. Assets under capital leases are capitalized using interest rates appropriate at the inception of each lease. At December 31, 2003, the cost
recorded for the office furniture and furnishings, the SEM Microscope and the JSM 6360 Electron Microscope under the capital lease was $107, $47 and $289,
respectively and the accumulated amortization was $36, $17 and $31, respectively. At December 31, 2002, the cost recorded for the office furniture and furnishings
under capital leases was $107 and the accumulated amortization was $14. Future minimum lease payments for the above assets under capital leases during subsequent
years are as follows.

Minimum
December 31, Payments
2004 135
2005 135
2006 71
2007 7
Total 348
Imputed interest (35)
Total 313
Less current portion (114)
Capital lease obligation, net of current portion $ 199
—

12. Product Warranty

Management estimates product warranties as a percentage of bulk alloy product revenues. During the years ended December 31, 2002 and 2003, the Company’s
product warranty accrual balance had the following activity:

Balance, December 31, 2001 $ —
Expense accrual 237
Warranty charges —
Balance, December 31, 2002 $ 237
Expense accrual (297)
Warranty charges 363
Balance, December 31, 2003 $ 303

The product warranty accrual balance was included in accounts payable and accrued expenses at December 31, 2003 and December 31, 2002.
13. Long-Term Debt

On February 4, 2003, our Korean subsidiary received 6,500,000 in South Korean Won, or approximately $5,488, under a loan from Kookmin Bank of South Korea.
The loan bears interest at an annual rate of 7.1%. In the event of delayed repayment, the interest increases to a maximum of 21%, depending on the length of time the
repayment is delayed. This loan is collateralized by the plant facilities and certain equipment in South Korea. During the first eighteen months from the origination date,
interest was payable on a monthly basis. In October 2003, the Company paid $873 of principal at the request of Kookmin Bank due to the sale of machines that had been
part of the collateral on the loan. Subsequent to October 31, 2003, Kookmin Bank requested that the Company pay an additional $866 of principal by February 2004 due
to the Company’s current credit rating. The Company made two payments on the requested additional loan paydown in November and December 2003 of $320 and
$205, respectively. The remaining payment of $341 was subsequently made in February 2004. Beginning in September 2004, the Company will be required to make
equal monthly installments of principal and interest to repay the remaining balance of the loan over a 36-month period. For
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the year ended December 31, 2003, principal payments made to Kookmin Bank totaled $1,441, which includes $47 of foreign exchange translation gain.

The notes payable from Kookmin Loan as of December 31, 2003 and 2002 and the activity for the year ended December 31, 2003 is shown in the following table:

December 31, December 31,
2002 Borrowings Repayments 2003
Kookmin Loan 7.1%, principal $5,488 $— $5,488 $(1,441) $4,047
Kookmin Repayment Schedule Minimum
December 31, Payments
2004 $1,032
2005 1,055
2006 1,055
2007 905

On August 23, 2003, the Company entered into a short-term credit agreement with Shinhan Bank of South Korea in the amount of $1,000, which expired on May 30,
2004. The credit agreement is solely for the issuance of a letter of credit to vendors when the Company’s Korean subsidiary imports raw materials and other goods into
South Korea. The facility is secured by any raw material or goods financed through the credit facility. As of December 31, 2003, there were no borrowings outstanding
under this agreement, and as of this filing the Company has not renewed the agreement.

As of December 31, 2001, the Company had several notes payable outstanding to shareholders of varying terms and interest rates ranging from 8% to 8.5%. The
outstanding balances on all such notes were paid in full upon the Company’s completion of its initial public offering in May 2002. In conjunction with the issuance of
two of these notes, the Company issued detachable warrants for the purchase of 322,581 common stock shares of the Company at an exercise price of $4.65 per share
(the fair value at the date of grant), as adjusted for the stock split (see Note 14). The warrants expire on December 31, 2005. As of December 31, 2003, none of the
detachable warrants has been exercised. The warrants are detachable from the note and therefore each warrant was allocated a portion of the proceeds and debt discount
in the amount of $846, based on the estimated relative fair values at the time they were issued. The Company elected to repay the notes upon the closing of the
Company’s initial public offering, and accordingly amortized the remaining unamortized debt discount of $532 in 2002.

Total interest expense, including the debt discount amortization on the notes payable to shareholders, was $393, $1,113 and $1,103 for the three years ended
December 31, 2003, 2002 and 2001, respectively. Included in the total interest expense in 2002 is $532 of accelerated amortization of the remaining unamortized debt
discount upon the early repayment of certain promissory notes in May 2002.

Subsequent to December 31, 2003, the Company sold $9.4 million of convertible notes and subsequently announced on August 20, 2004 that the Company had
completed a private exchange offer for these convertible notes. (see footnote 23).

14. Shareholders’ Equity (Deficiency)

Initial Public Offering. Pursuant to the Company’s Registration Statement (Registration No. 333-73716) on Form S-1, as amended, initially filed with the Securities
and Exchange Commission on November 20, 2001 and declared effective May 21, 2002, the Company closed an initial public offering of 5,000,000 registered shares of
common stock on May 28, 2002, plus an additional 229,000 shares on June 10, 2002 pursuant to an overallotment option, at a price of $15.00 per share (which sale is
referred to herein as the “Offering”). The Offering generated net cash proceeds for the Company during the second quarter 2002 of approximately $70,721, net of
underwriting commissions of $5,490 and other transaction fees of approximately $2,224.

Stock Split. On June 29, 2001 the Company declared a ten-for-one stock split to its common shareholders of record on June 29, 2001. This stock split was effected in
the form of a stock dividend. On April 4, 2002, the Company declared a one-for-3.1 reverse stock split to its common shareholders of record on April 4, 2002. The
consolidated financial statements and accompanying notes have been retroactively adjusted to reflect the effects of the split and reverse split.

Reincorporation. On May 21, 2003, the Company completed a reincorporation by transitioning from a California corporation to a Delaware corporation. The
reincorporation was effected though the merger of the former California entity into its newly created

85




Table of Contents

LIQUIDMETAL TECHNOLOGIES, INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended December 31, 2003, 2002, and 2001
(in thousands, except share data)

wholly owned Delaware subsidiary. In connection with the reincorporation, the number of authorized common shares was reduced from 200,000,000 to 100,000,000.
Additionally, the par value of the common stock was changed from no par value common stock to common stock with a par value of $0.001 per share. For purposes of
these notes, the term “Company” refers to the former California entity with respect to periods prior to May 21, 2003.

Preferred Stock. As of December 31, 2001, the Company received net proceeds of $5,577 from the sale of the preferred stock at a per share price of $12.40, as
adjusted for the revised stock split. Upon the completion of the Offering, each share of preferred stock was converted automatically into one share of Class A common
stock pursuant to the terms of the preferred stock issued.

15. Stock Compensation Plan

Under the Company’s 1996 Stock Option Plan (“1996 Company Plan”) the Company could grant to employees, directors or consultants options to purchase up to
12,903,226 shares of common stock as adjusted for the reverse stock split. The stock options are exercisable over a period determined by the Board of Directors or the
Compensation Committee, but no longer than 10 years.

On April 4, 2002, our shareholders and board of directors adopted the 2002 Equity Incentive Plan (“2002 Equity Plan”). The 2002 Equity Plan provides for the grant
of stock options to officers, employees, consultants and directors of the Company and its subsidiaries. In addition, the plan permits the granting of stock appreciation
rights with, or independently of, options, as well as stock bonuses and rights to purchase restricted stock. A total of 10,000,000 shares of our common stock may be
granted under the 2002 Equity Plan. As of December 31, 2003, there are 1,850,296 options outstanding under the 2002 Equity Plan.

Prior to the approval of the 2002 Equity Plan, options were primarily granted under the Company’s 1996 Stock Option Plan (“1996 Company Plan”). On April 4,
2002, our board of directors terminated the 1996 Company Plan. The termination will not affect any outstanding options under the 1996 Company Plan and all such
options will continue to remain outstanding and be governed by the Plan. No additional options may be granted under the 1996 Company Plan. As of December 31,
2003, there were 3,909,657 options outstanding under the 1996 Company Plan.

On April 4, 2002, our shareholders and board of directors adopted the 2002 Non-employee Director Stock Option Plan (“2002 Director Plan”). Only non-employee
directors are eligible for grants under the 2002 Director Plan. A total of 1,000,000 shares of the Company’s Common Stock may be granted under the 2002 Director
Plan. There are 190,000 options outstanding under the 2002 Director Plan as of December 31, 2003.

Additionally, the Company has 2,221,508 options outstanding at December 31, 2003 which were granted outside the 1996 Company Plan, 2002 Equity Plan and 2002
Director Plan. Included in these options are 376,345 options granted to Paul Azinger who was contracted to perform services for the retail golf segment. (see Note 16).

The Company applies APB Opinion No. 25 for options when the exercise price of options granted to employees is less than the fair value of the underlying stock on
the date of grant. The Company applies SFAS No. 123 for options granted to non-employees who perform services for the Company. Stock-based compensation expense
was recognized as follows for the year ended December 31, 2003:

86




Table of Contents

LIQUIDMETAL TECHNOLOGIES, INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the Years Ended December 31, 2003, 2002, and 2001
(in thousands, except share data)

In accordance with

APB Opinion SFAS
No. 25 No. 123 Total
General and administrative $ 50 $5 $ 55
Research and development 6 62 68
Total $ 56 $67 $123
Stock-based compensation expense was recognized as follows for the year ended December 31, 2002:
In accordance with
APB Opinion SFAS
No. 25 No. 123 Total
General and administrative $ 50 $ 655 $ 705
Research and development — 1,498 1,498
Total $ 50 $2,153 $2,203
Stock-based compensation expense was recognized as follows for the year ended December 31, 2001:
In accordance with
APB Opinion SFAS
No. 25 No. 123 Total
General and administrative $ 33 $1,028 $1,061
Research and development — 269 269
Total $ 33 $1,297 $1,330

The fair value of each option grant is estimated on the date of the grant using the Black-Scholes option-pricing model with the following weighted-average
assumptions used for grants for the years ended December 31, 2003, 2002, and 2001, respectively: expected volatility of 100% for all periods; dividend yield of 0.0% for
all periods; expected option life of approximately .5 to 5 years; and a risk-free interest rate of 4.5%.

The following table summarizes the Company’s stock option transactions for the three years ended December 31, 2003:

Weighted

Average

Number of Exercise
Shares Price
Options outstanding at December 31, 2000 5,761,312 $ 2.77
Granted 4,308,623 5.46
Exercised (1,822,586) 1.32
Forfeited (194,194) 228
Options outstanding at December 31, 2001 8,053,155 4.55
Granted 643,202 13.71
Exercised (299,873) 1.68
Forfeited (79,297) 839
Options outstanding at December 31, 2002 8,317,187 5.33
Granted 1,810,920 3.07
Exercised (684,165) 1.68
Forfeited (1,272,481) 543
Options outstanding at December 31, 2003 8,171,461 $ 2
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The weighted average fair value of options granted during the years ended December 31, 2003, 2002, and 2001 was $2.41, $10.42, and $4.70 respectively. There were
5,080,557 options with a weighted average exercise price of $5.12 exercisable at December 31, 2003, 4,353,030 options with a weighted average exercise price of $4.36
exercisable at December 31, 2002 and 3,158,710 options with a weighted average exercise price of $3.84 exercisable at December 31, 2001.

Included in the above tables are certain options granted where their exercise prices were below the fair market value of the common stock at the grant date
(measurement date). Such options totaled 1,327,314 with a weighted average fair value of $4.96 were outstanding at December 31, 2003; 1,343,444 with a weighted
average fair value of $5.01 were outstanding at December 31, 2002; and 1,343,444 with a weighted average fair value of $5.01 were outstanding at December 31, 2001.

The following table summarizes the Company’s stock options outstanding and exercisable by ranges of option prices as of December 31, 2003:

Options Outstanding Options Exercisable
‘Weighted Average ‘Weighted Number of Weighted
Range of Number of options Remaining Contractual Average Options Average
Exercise Prices Outstanding Life (Years) Exercise Price Exercisable Exercise Price
$0.00 - $1.55 376,345 7.0 $ 1.16 376,345 $ 1.16
1.56 - 3.10 2,305,356 8.2 2.51 655,356 2.58
3.11 - 4.65 2,138,360 6.2 4.65 2,008,357 4.65
4.66 - 6.20 2,659,985 7.2 6.20 1,753,657 6.20
6.21-7.75 6,894 5.5 7.33 707 7.17
7.76 - 9.30 11,507 8.9 8.80 2,301 8.80
9.31-10.85 83,065 5.8 10.16 30,000 10.58
10.86 - 12.40 270,132 6.3 12.40 183,996 12.40
13.95 - 15.50 319,817 7.5 15.01 69,838 15.05
Total 8,171,461 5,080,557

16. Discontinued Operations

On April 30, 2002, management terminated the operations of the retail golf segment by means of liquidating substantially all of the retail golf assets and liabilities.
The disposition of the retail golf operations represents the disposal of a business segment. Accordingly, the accompanying consolidated financial statements reflect the
retail golf segment as a discontinued operation for all periods presented.

In connection with the discontinuance of the retail golf operations, the Company incurred an estimated loss on disposal of $11,949 for the year ended December 31,
2001. The estimated loss on disposal was comprised of an accrual for estimated operating losses of $1,688 during the phase-out period, $1,846 related to inventory
adjustments, $4,947 of accrued stock compensation costs, $2,438 in fees to be paid to Paul Azinger prior to the termination of the endorsement agreement, $930 due to
other asset write-downs and $100 in severance and other disposal expenses. As of December 31, 2002, $1,000 remained payable to Paul Azinger, representing the early
termination fee on the endorsement agreement. This amount was paid in full in January 2003.

For the year ended December 31, 2002, the Company had a net gain change in estimate of $1,556 on the disposal of the discontinued retail golf segment that was
primarily due to a change in estimated value of stock-based compensation. The change in estimated value of the stock-based compensation was a result of the cumulative
decrease in the fair market value of the common shares underlying the options granted to Paul Azinger of $2,129 and a decrease of $250 in the estimate of fees related to
the termination of the endorsement agreement. Additionally, there was a $98 gain due to the reversal of the accumulated foreign exchange gains after the liquidation of
Liquidmetal Golf Europe Inc, and a decrease in the estimated warranty cost of $128. These gains were partially offset by other changes in the estimated loss on disposal
that included $530 of additional operating expenses, a $57 increase in the allowance for doubtful accounts and $462 primarily for the reduction of the estimated disposal
value of work-in-process inventory and equipment.

For the year ended December 31, 2003, there was a net gain of $127 in the estimate of expenses associated with the disposal of the discontinued retail golf operations.
The change resulted from reducing the net liabilities of the discontinued operations to $0 as there are no additional expenditures associated with the discontinued retail
golf operations. There were no assets associated with discontinued retail golf operations at December 31, 2003.
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The results of operations for all periods presented have been restated for discontinued operations. The operating results of the discontinued operations are as follows:

Years Ended December 31,

2003 2002 2001

Net sales $ — $ — $ 3,333
Cost of sales — — 2,185

Gross profit T - 1,148
Operating expenses — — 7,121
Loss from operations — - (5,973)
Gain (loss) on disposal 127 1,556 (11,949)

Net gain (loss) 127 ﬁ (17,922)
Foreign exchange translation gain (loss) during the period — (98) 2

Comprehensive gain (loss) $§ $@ $(17,920)

Accounts Receivable. Liquidmetal Golf had a factoring agreement that provided for the sale and transfer of a substantial portion of the accounts receivable of the
retail golf operations. Liquidmetal Golf accounted for a portion of the factored receivable balances as a sale when the factor assumed the risk of collection for certain
approved accounts. For certain accounts that the factor did not assume the risk of collection, Liquidmetal Golf accounted for these factored receivables as a financing
arrangement and recorded a liability for this portion of the factored receivable balances. At December 31, 2003 and 2002, Liquidmetal Golf had a payable to the factor of
$0 and $48, respectively. At December 31, 2001, Liquidmetal Golf had an allowance for doubtful accounts of $1,401. At December 31, 2002, the accounts receivable
balance had been written off entirely.

Stock Compensation Plan. Historically, Liquidmetal Golf granted its own options to employees, directors and consultants under a stock option plan (“1997 Golf
Plan”) approved by Liquidmetal Golf’s Board of Directors pursuant to which Liquidmetal Golf could have granted stock options exercisable over a period determined by
the Board of Directors to purchase up to 500,000 shares of common stock of Liquidmetal Golf. In connection with the Company’s plan to discontinue the retail golf
operations, the Company does not intend to issue additional options under the 1997 Golf Plan.

Liquidmetal Golf applies APB Opinion No. 25 and related interpretations in accounting for its plans. Accordingly, Liquidmetal Golf recognized compensation when
the exercise price of the options was less than the fair value of the underlying stock on the date of grant. Liquidmetal Golf recognized stock compensation expense for
options granted to employees of $81 for the year ended December 31, 2001. The compensation expense for these options had been fully charged to operations as of
December 31, 2001. There was no compensation expense recorded during the years ended December 31, 2003 and 2002.

Additionally, Liquidmetal Technologies recorded stock option-based compensation and a cumulative addition to paid-in capital of $5,732 related to options issued in
2001 to Paul Azinger for shares of common stock of Liquidmetal Technologies. As the endorsement services related to this option grant provided a benefit to
Liquidmetal Golf, the stock compensation expense was recorded by Liquidmetal Golf. Prior to the discontinuance of the retail golf operations, Liquidmetal Golf had
recorded stock compensation expense of $786 for services received during 2001. Additionally, the loss on disposal during the year ended December 31, 2001 includes
$4,947 of estimated stock compensation expense to be incurred prior to the planned termination of the endorsement agreement. During the year ended December 31,
2002, a $2,129 decrease in the estimated stock compensation was recorded due to the cumulative decrease in the fair market value of the common shares underlying the
options granted to Paul Azinger. At December 31, 2002, the unamortized stock compensation (a contra-equity account) balance had been fully amortized.

Had compensation cost been determined based on the fair value at the grant dates for awards under those plans consistent with the method of SFAS No. 123,
Liquidmetal Golf’s net loss would have been as follows:

Years ended December 31,

2003 2002 2001
As reported $127 $1,556 $(17,922)
Pro forma $ 15 $1,405 $(18,082)
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The fair value of each option grant is estimated on the date of the grant using the Black-Scholes option-pricing model with the following weighted-average
assumptions used for grants for the fiscal years ended December 31, 2003, 2002, and 2001: expected volatility of 100% for all periods; dividend yield of 0.0% for all
periods; expected option life of approximately 5 years; and a risk-free interest rate ranging from 5.2% to 6.2%, as appropriate.

The following table summarizes Liquidmetal Golf’s stock option transactions for the three years ended December 31, 2003:

Weighted

Number of Average
Shares Price
Options outstanding at December 31, 2000 401,255 3.69
Granted — —
Exercised (148,255) 0.25
Forfeited — —
Options outstanding at December 31, 2001 253,000 5.71
Granted — —
Exercised _ =
Forfeited (137,500) 3.53
Options outstanding at December 31, 2002 115,500 8.31
Granted — —
Exercised (300) 16.00
Forfeited (16,500) 5.73
Options outstanding at December 31, 2003 98,700 $ 8.72

There were 98,700 options with a weighted average exercise price of $8.72 exercisable at December 31, 2003. There were 115,500 options with a weighted average
exercise price of $8.31 exercisable at December 31, 2002 and 253,000 options with a weighted average exercise price of $4.58 exercisable at December 31, 2001.

Included in the above tables are certain options granted where their exercise prices were below the fair market value of the common stock at the grant date. Such
options totaled 131,250, 131,250 and 131,250 with weighted average fair values of $5.74, $5.74 and $5.74 were outstanding at December 31, 2003, 2002, and 2001,
respectively.

Summarizes Liquidmetal Golf’s stock options outstanding and exercisable by the different exercise prices at December 31, 2003:

Number of Options Weighted Average Number of Options
Outstanding at Remaining Contract Exercisable at

Exercise Price December 31, 2003 Life (Years) December 31, 2003
$0.50 10,000 3.33 10,000
$8.00 73000 5.50 73000
$16.00 13,200 4.33 13,200
$24.00 2,500 4.58 2,500
98,700 98,700
I I

Endorsement Agreements. The Company has entered into various endorsement agreements with professional golfers to promote Liquidmetal Golf’s line of golf
equipment products, whereby the Company pays the professional golfers annual compensation and win incentives based on specific performance criteria in each
agreement. The expense associated with these contracts is recorded as a selling expense. There was no stock option based compensation for the years ended
December 31, 2003 and 2002. The compensation incurred under these agreements was $1,137 during the year ended December 31, 2001, excluding the stock option-
based compensation expense associated with the Paul Azinger contract of $1,110 and additional fees to be paid under this contract prior to termination of $2,188, which
are included in the loss from disposal of the discontinued retail golf segment. The majority of these agreements expired on December 31, 2001. The Paul Azinger
agreement was due to expire on December 31, 2005; however, the Company terminated the contract on January 1, 2003.
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17. Income Taxes

For all financial statement periods presented, there was no provision for domestic income taxes. However, there was approximately $8 and $123 of tax expense
during the twelve months ended December 31, 2003 and 2002, respectively, related to foreign taxes incurred by Dongyang, a 51% owned subsidiary.

The significant components of deferred tax assets were as follows:

Years Ended December 31,

2003 2002 2001

Non-employee stock compensation $ 51 $ 103 $ 2,889

Allowance for bad debt 44 52 567

Loss from discontinued operations — — 1,055
Loss carry forwards 27,202 24,175 18,493
Other 1,569 1,071 792
Total deferred tax asset 28,866 25,401 23,796
Valuation allowance (28,866) (25,401) (23,796)
Total deferred tax asset, net $ — $ — $ —

The following table accounts for the differences between the actual tax provision and the amounts obtained by applying the statutory U.S. Federal income tax rate of

34% to income (loss) before income taxes:

Years Ended December 31,

2003 2002 2001
Federal tax expense (34.00)% (34.00)% (34.00)%
State tax expense, net (1.62)% (3.40)% (5.58)%
Foreign income not subject to income tax 24.16% 13.36% 0.20%
Other 0.36% 1.26% 0.07%
Increase in valuation allowance 11.13% 22.82% 39.31%
Total tax provision 0.03% 0.04% 0.00%

As of December 31, 2003, the Company had approximately $73,600 of net operating loss (“NOL”) carryforwards for U.S. federal income tax purposes expiring in
2004 through 2023. In addition, the Company has state NOL carryforwards of approximately $33,400 expiring in 2004 through 2008. The Company and Liquidmetal
Golf filed on a separate company basis for federal income tax purposes. Accordingly, the federal NOL carryforwards of one legal entity are not available to offset federal
taxable income of the other. As of December 31, 2003, Liquidmetal Technologies, Inc. had approximately $35,900 in federal NOL carryforwards, expiring in 2004
through 2023 and approximately $10,100 in state NOL carryforwards, expiring in 2004 through 2008. Liquidmetal Golf, Inc. had approximately $37,700 of federal NOL

carryforwards, expiring in 2012 through 2023 and approximately $23,300 in state NOL carryforwards expiring in 2004 through 2008.

As of December 31, 2003, the Company had approximately $245 of Research & Development (“R&D”) credit carryforwards for U.S. federal income tax purposes
expiring in 2016 through 2018. In addition, the Company has California R&D credit carryforwards of approximately $203, which do not expire under current California

law.

Section 382 of the Internal Revenue Code (“IRC”) imposes limitations on the use of NOL’s and credits following changes in ownership as defined in the IRC. The
limitation could reduce the amount of benefits that would be available to offset future taxable income each year, starting with the year of an ownership change. The
Company has not completed the complex analysis required by the IRC to determine if an ownership change has occurred.
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The ability to realize the tax benefits associated with deferred tax assets, which includes benefits related to NOL’s, is principally dependent upon the Company’s
ability to generate future taxable income from operations. The Company has provided a full valuation allowance for its net deferred tax assets due to the Company’s net
operating losses.

18. Segment Reporting and Geographic Information

SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, requires companies to provide certain information about their operating
segments. In April 2002, the Company began classifying operations into two reportable segments: Liquidmetal alloy industrial coatings and bulk Liquidmetal alloys. The
Liquidmetal alloy industrial coatings are used primarily as a protective coating for industrial machinery and equipment, such as drill pipe used by the oil drilling industry
and boiler tubes used by coal burning power plants. Bulk Liquidmetal alloys include potential market opportunities to manufacture and sell casing components for
electronic devices, medical devices, sporting goods, tooling and prototyping, and furnace equipment. In addition, such alloys are used to generate research and
development revenue for developing uses related primarily to defense and medical applications. Primarily, the expenses incurred by the bulk Liquidmetal alloy segment
are research and development costs and selling expenses associated with identifying and developing potential market opportunities. Bulk Liquidmetal alloy products can
be distinguished from Liquidmetal alloy coatings in that the bulk Liquidmetal alloys can have significant thickness, up to approximately one inch, which allows for their
use in a wider variety of applications other than a thin protective coating applied to industrial equipment and machinery.

Summarized financial information concerning the Company’s reportable segments is shown in the following tables:

Segment
Coatings Bulk Alloy Totals
(restated) (restated)
Year ended December 31, 2003:
Revenue to external customers $2,997 $ 13,857 $ 16,854
Gross profit (loss) 1,466 (6,800) (5,334)
Income (loss) before minority interest, interest expense and discontinued operations 369 (22,087) (21,718)
Total identifiable assets at end of period 959 26,095 27,054
Year ended December 31, 2002:
Revenue to external customers $4,587 $ 6,648 $ 11,235
Gross profit 2,171 1,890 4,061
Income (loss) before minority interest, interest expense and discontinued operations 1,425 (12,693) (11,268)
Total identifiable assets at end of period 1,969 33,489 35,458
Year ended December 31, 2001:
Revenue to external customers $3,593 $ 289 $ 3,882
Gross profit 1,714 244 1,958
Income (loss) before minority interest, interest expense and discontinued operations 915 (1,842) (927)
Total identifiable assets at end of period 1,300 733 2,033
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Reconciling information for the statements of operations between reportable segments and the Company’s consolidated totals is shown in the following table:

Total segment loss before minority interest, interest expense and discontinued operations
General and administrative expenses, excluded

Consolidated loss before interest, other income, income taxes, minority interest and discontinued operations
Interest expense
Interest income
Gain on sale of marketable securities held-for-sale
Minority interest in income of consolidated subsidiary
Income taxes
Loss from operations of the discontinued retail golf segment, net
Gain (loss) from disposal of discontinued retail golf segment, net

Consolidated net loss

For the Years ended December 31,

2003 2002 2001

(restated) (restated)
$(21,718) $(11,268) $  (927)
(13,121) (9,968) (4,080)
(34,839) (21,236) (5,007)
(393) (1,113) (1,103)

309 510 8
1,178 832 —

21 118 =

® (123) —
— — (5,973)
127 1,556 (11,949)
$(33,605) $(19,456) $(24,024)

Included in our bulk alloy revenue to external customers are equipment sales from our Dongyang subsidiary and Taesung equipment division in Korea, both of which
were divested in March and June 2004 respectively. External revenue includes $2.3 million and $3.2 million for the years ended December 31, 2002 and 2003,

respectively.

Excluded general and administrative expenses are attributable to the Company’s corporate headquarters. These expenses primarily include corporate salaries,
consulting, professional fees and facility costs. Research and development expenses are included in the operating costs of the segment that performed the research and

development.

Reconciling information for the balance sheets between reportable segments and the Company’s consolidated totals is shown in the following table:

Total segment assets
Cash and cash equivalents
Marketable securities held-for-sale
Prepaid expenses and other current assets
Other property, plant and equipment
Intangibles, net
Other assets

Total Consolidated Assets

December 31,
2003 2002
(restated)

$27,054 $35,458
3,038 24,597
— 3,068
322 493
1,563 1,536
984 787
65 77
$33,026 $66,016

Assets excluded from segments include assets attributable to the Company’s corporate headquarters. The largest asset represents the Company’s cash balances,

primarily generated from the Company’s stock offering and long-term debt.
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Certain customers accounted for more than 10% of revenues from continuing operations as follows:

Year Ended December 31,

2003 2002 2001
(restated) (restated)

Samsung 10% 15% —
United States of America 16% 16% 7%
Grant Prideco 4% 5% 23%
Praxair/Tafa 4% 3% 14%
Smith International — 3% 16%

LLPG 12% — —

The revenue related to the United States of America was earned under three defense-related research and development contracts.

During the year ended December 31, 2003, the Company had revenue on sales to companies outside of the United States of $7,608, of which $4,559 represented sales
to companies located in South Korea. During the years ended December 31, 2002, and 2001, the Company did not generate significant sales to companies located
outside of the United States.

Long-lived assets include net property, plant, and equipment, net intangible assets and goodwill. The Company had long-lived assets of $2,547 and $2,322 located in
the United States at December 31, 2003 and 2002, respectively. The Company had long-lived assets of $16,395 and $21,749 located in South Korea at December 31,
2003 and December 31, 2002, respectively.

19. Income (Loss) Per Common Share

Basic EPS is computed by dividing earnings (loss) attributable to common shareholders by the weighted average number of common shares outstanding for the
periods. Diluted EPS reflects the potential dilution of securities that could share in the earnings. A reconciliation of the number of common shares used in calculation of
basic and diluted EPS is presented below:

Years Ended December 31,
2003 2002 2001

Weighted average basic shares 41,505,218 38,713,878 33,323,217
Effect of dilutive securities:

Stock options — — —

Conversion of notes payable — — —

Weighted average diluted shares 41,505,218 38,713,878 33,323,217

N I I

Options to purchase approximately 8,171,461 shares of common stock at prices ranging from $1.16 to $15.50 per share were outstanding at December 31, 2003, but
were not included in the computation of diluted EPS for the same period because the inclusion would have been antidilutive. Options to purchase approximately
8,317,187 shares of common stock at prices ranging from $0.78 to $15.50 per share were outstanding at December 31, 2002, but were not included in the computation of
diluted EPS for the same period because the inclusion would have been antidilutive. Options to purchase approximately 8,053,155 shares of common stock at prices
ranging from $0.78 to $12.40 per share were outstanding at December 31, 2001, but were not included in the computation of diluted EPS for the same period because the
inclusion would have been antidilutive.

Warrants to purchase 645,162 shares of common stock at $4.65 per share were outstanding at December 31, 2003 and December 31, 2002 but were not included in
the computation of diluted EPS for the same period because the inclusion would have been antidilutive.

20. Commitments and Contingencies

In March 1996, the Company entered into a distribution agreement whereby it granted to a third party exclusive rights to market and sell golf products incorporating
Liquidmetal Technology to certain Japanese sporting equipment companies. The third party paid the Company a $1.0 million distribution fee as part of this agreement,
of which a portion was refundable according to a formula
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based on the gross profit earned by the third party. The remaining unearned distribution fee of $830 has not been refunded as of December 31, 2003. On March 28, 2003,
the distribution agreement was terminated and the Company entered into a new agreement to pay to the same third party a commission on the net sales price of all
Liquidmetal golf equipment that is shipped by the Company or its affiliates to Japanese golf companies for sale into the Japanese end-market. This commission will
apply to golf equipment shipped by the Company or its affiliates during the period beginning on March 28, 2003 and ending on March 28, 2006. If, by March 28, 2006,
the Company has not paid $350 in commission payments, the balance between commission paid and $350 will be paid by April 30, 2006, thereby guaranteeing the third
party a $350 minimum payment during the term of the agreement. The Company will recognize the unearned distribution fee of $830 as revenue proportionately with the
payment of commissions under the new agreement.

The Company has employment agreements with certain key officers and employees that provide for annual salaries and bonus compensation aggregating
approximately $1,438. Additionally, the agreements provide for various severance payments to these key officers if the Company terminates any of the key officers and
employees without cause, or if certain of the key officers or employees terminate their own employment upon a change of control of the Company or for other good
reason, as defined in the agreements. As result of the relocation of the Corporate Offices to Lake Forest, California, Brian McDougall, Chief Financial Officer,
completed employment with the Company effective February 29, 2004. The two-year severance received by Brian McDougall is $375, which is discounted for future
cash flows and is included in Other Liabilities — Current Portion $156 and Other Liabilities — Long-term Portion $219 on the accompanying balance sheet as of
December 31, 2003. In addition, in February 2004 the Board of Directors of the Company voted to allow Brian McDougall to extend 409,000 of his stock options for up
to two years ending with February 27, 2006. These options range in price from $2.49 to $4.65. The Company recorded a charge to stock expense of $257 in the first
quarter of 2004 related to these options.

On December 20, 2002, the Company entered into an agreement with a third-party supplier to purchase raw materials during 2003 for a total of $3,488, of which the
Company has purchased $845 as of July 30, 2003. On July 30, 2003 the Company and the third-party agreed to cancel this purchase agreement. On July 22, 2003, the
Company entered into another agreement with a separate third party supplier to purchase a different type of raw materials for a total of $2,500 within twelve months
from the date of this agreement. As of December 31, 2003, no purchases have been made under this agreement. The Company is currently in negotiations with the third
party supplier and the Company expects to reduce the commitment level and extend the commitment period.

The Company is from time to time a party to certain legal proceedings arising in the ordinary course of business. Although outcomes cannot be predicted with
certainty, the Company does not believe that any legal proceeding to which it is a party will have a material adverse effect on the Company’s financial position, results of
operations, and cash flows. (See footnote 23)

Operating Leases
The Company leases its offices and warehouse facilities under various lease agreements, certain of which are subject to escalations based upon increases in specified

operating expenses or increases in the Consumer Price Index. Future minimum lease payments under non-cancelable operating leases during subsequent years are as
follows:

Minimum

December 31, Payments
2004 $ 886
2005 650
2006 599
2007 177
2008 11
Thereafter 155
Total $%

Rent expense was $1,419, $955, and $322 for the years ended December 31, 2003, 2002, and 2001, respectively.
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21. 401(k) Savings Plan

The Company has a tax-qualified employee savings and retirement plan, or 401(k) plan, which covers all of its United States- based employees. Our Korean
employees are covered under a government sponsored pension program and do not participate in the U.S. based 401(k) program.

Under the U.S. based 401 (k) plan, participants may elect to reduce their current compensation, on a pre-tax basis, by up to 15% of their taxable compensation or of
the statutorily prescribed annual limit, whichever is lower, and have the amount of the reduction contributed to the 401(k) plan. The 401(k) plan permits the Company, in
its sole discretion, to make additional employer contributions to the 401(k) plan. However, the Company did not make employer contributions to the 401(k) plan during
any of the periods presented in the accompanying consolidated financial statements.

22. Related Party Transactions

In June 2003, the Company entered into an exclusive, ten-year license agreement with LLPG, Inc. (“LLPG”), a corporation headed by a former director of the
Company. Under the terms of the agreement, LLPG has the right to commercialize Liquidmetal alloys, particularly precious-metal based compositions, in jewelry and
high-end luxury product markets. The Company, in turn, will receive royalty payments over the life of the contract on all Liquidmetal products produced and sold by
LLPG. In conjunction with its technology licensing contract, LLPG purchased two proprietary Liquidmetal alloy melting machines and three proprietary Liquidmetal
alloy casting machines for a total purchase price of $2,000. At December 31, 2003, the Company had a remaining receivable balance of $500 due from LLPG, which
was subsequently paid in full.

The Company is a party to a license agreement with California Institute of Technology (“Caltech”) under which the Company exclusively licenses from Caltech
certain inventions and technology relating to amorphous alloys. Professor William Johnson, a member of the Company’s Board of Directors, is a professor at Caltech,
and substantially all of the amorphous alloy technology licensed to the Company under the Caltech license agreement was developed in Professor Johnson’s Caltech
laboratory. During each of the years ended December 31, 2003 and 2002, the Company paid $50 to Caltech representing, respectively, the second and final installment
on the $150 aggregate fees related to this agreement. Additionally, the Company reimburses Caltech for laboratory expenses incurred by Professor Johnson’s Caltech
laboratory, which during the year ended December 31, 2003, amounted to $22 in reimbursements.

While the Company was privately held, the Company’s then chairman exercised a portion of his nonqualified stock options. The Company inadvertently did not
collect the federal and state income taxes at the time of the exercise. The former chairman has informed the Company that he has since paid all the necessary taxes.
Management believes the exposure to the Company for penalties and interest, if any, is insignificant.

A company managed and partially owned by one of our former directors provided technical support services and computer equipment to the Company. During the
year ended December 31, 2002, the Company incurred $122 of expenses and equipment purchases related to this arrangement. At December 31, 2002, the Company had
an outstanding payable related to these transactions of $7.

Other related party transactions include subordinated promissory notes issued to certain shareholders, the related interest incurred on the notes and the repayment of
such notes (see Note 13). Additionally, two of the holders of the shareholder promissory notes were directors and one such note holder is an officer of the Company. As
of December 31, 2002, all notes were repaid.

We are a party to a consulting agreement with Chitnis Consulting, Inc., which is owned 100% by Shekhar Chitnis, a former director and executive officer of our
company. Under this agreement, we have engaged Chitnis Consulting to provide consulting services on an as-needed basis through December 31, 2005. During 2003, we
incurred $50,000 in consulting fees from Chitnis Consulting.

During 2003, Soo Buchanan, the sister of John Kang and James Kang, was employed by our company and was paid aggregate compensation of $76,003 during the
year. Additionally, Otis Buchanan, the husband of Ms. Buchanan, was employed by the Company during 2003 and was paid aggregate compensation of $89,615 during
the year.

The Company has restated certain previously issued financial statements due to the fact that revenues from equipment sales made to Growell in the third and fourth
quarter of 2002 and the first quarter of 2003 should not have been recognized in those periods (see Note 2). John Kang, the Company’s Chairman, President, and Chief
Executive Officer sold 285,715 shares of his personal Liquidmetal Technologies common stock to Growell in February 2002 (see Note 23). Growell owned 285,715
shares of the Company’s common
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stock as of December 31, 2002 and 2003. In addition, the Company purchased 891,100 shares of Growell’s outstanding common stock in July 2002. The Company
ultimately sold these shares in 2002 and 2003 and recognized gains on these transactions (see Note 5).

23. Subsequent Events

On March 3, 2004, the Company sold $9.4 million of 6.0% senior convertible notes due 2007 (the “March Notes™) to investor groups in a transaction led by Michigan
Venture Capital Co., Ltd, a South Korea-based institutional investment firm, and IndiGo Ventures LLC, a New York-based investment firm that served as a financial
advisor to the Company for the transaction. The notes were convertible at any time into our common stock at a price of $3.00 per share. Investors in the private
placement received warrants to purchase an aggregate amount of up to approximately 1.1 million shares of common stock, exercisable at $3.00 per share for varying
periods but no later than 100 days following the effectiveness of a registration statement covering the resale of shares issuable upon exercise of the warrants. In addition,
the investors had the right to call for repayment of the notes prior to maturity at any time after the second anniversary of the closing of the transaction.

On August 20, 2004, the Company completed a private exchange offer for its March Notes. Under terms of the exchange offer, approximately $5.5 million in
aggregate principal amount of the March Notes have been exchanged for an aggregate of (i) $2.75 million of 6% Senior Secured Notes Due 2007 (the “Long-Term
Notes™) and (ii) $2.75 million of 10% Senior Secured Notes Due 2005 (the “Short-Term Notes™). In addition, the Company voluntarily redeemed approximately
$4.5 million of the March Notes, in cash. The Short-Term Notes have a maturity date of July 29, 2005, and a conversion price of $2.00 per share (compared to a
conversion price of $3.00 per share under the March Notes). The Long-Term Notes have a maturity date of July 29, 2007, and a conversion price of $1.00 per share.
Holders of the Long-Term Notes will also have the right to call for repayment of the Long-Term Notes prior to maturity at any time after the second anniversary of the
closing of the exchange offer. In addition, holders of both the Long-Term Notes and Short-Term Notes will have the right to call for repayment of the notes if the
Company does not, within 180 days of the issuance of the notes, become compliant with its SEC reporting obligations and become listed or quoted on the OTC Bulletin
Board, the Nasdaq Stock Market, or other national securities exchange. A total of 562,151 warrants to purchase our common stock at an exercise price of $3.00 per share
— all of which were previously issued in connection with the purchase of the Prior Notes — have been amended to provide for an extended expiration date of March 1,
2006

Liquidmetal Technologies and certain of its present and former officers and directors were named as defendants in nine purported class action complaints filed in the
United States District Courts for the Middle District of Florida, Tampa Division, and the Central District of California, Southern Division, alleging violations of
Sections 11 and 15 of the Securities Act of 1933 and Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated thereunder. The
actions were originally brought on behalf of those who purchased Liquidmetal Technologies’ common stock between May 22, 2002, and March 30, 2004, inclusive. The
complaints contain varying allegations, but generally allege that the defendants engaged in improper revenue recognition with respect to the Company’s transactions
with Growell Metal Co., Ltd. and that the defendants issued false and misleading statements concerning the Company’s business and operations, including unrealistic but
favorable information about market demand for Liquidmetal products, with the result of artificially inflating the Company’s share price. The complaints seek unspecified
compensatory damages and other relief. In August 2004, four complaints were consolidated in the United States District Court for the Middle District of Florida under
the caption Primavera Investors v. Liquidmetal Technologies, Inc., et al., Case No. 8:04-CV-919-T-23EAJ. John Lee, Chris Cowley, Dwight Mamanteo, Scott Purcell
and Mark Rabold, were appointed co-lead plaintiffs (the “Lead Plaintiffs”). Subsequently, in September 2004, the five complaints filed in the Central District of
California were transferred to the Middle District of Florida for consolidation with the Primavera Investors action. The Consolidated Amended Class Action Complaint
is presently due on or before November 1, 2004, but the Lead Plaintiffs have requested an enlargement of time until 30 days after this Form 10-K is filed. Liquidmetal
Technologies and the other defendants will have 45 days from the service date to move to dismiss or otherwise respond to the Consolidated Amended Class Action
Complaint. We intend to vigorously defend against the class action. We cannot currently predict the impact or resolution of this litigation or reasonably estimate a range
of possible loss, which could be material. The resolution of this lawsuit may harm our business and have a material adverse impact on our financial condition.

In addition, certain present and former officers and directors of Liquidmetal Technologies, as well as Liquidmetal Technologies as a nominal defendant, have been
named in three shareholder derivative actions. Two shareholder derivative complaints were filed in California state court styled Brian Clair, Derivatively on Behalf of
Liquidmetal Technologies, Inc. v. John Kang, et al., Case No. 04CC00551, and Joseph Durgin Derivatively on Behalf of Liquidmetal Technologies, Inc. v. John Kang, et
al., Case No. 04CC00553, both commenced in the Superior Court of Orange County, California. A third shareholder derivative complaint was filed in Florida federal
court styled Robert Story v. John Kang, et al., Case No. 8:04-CV-1587-T23TBM, commenced in the Middle District of Florida, Tampa Division. These shareholder
derivative lawsuits allege that the defendants breached various fiduciary duties and otherwise violated state law based primarily upon the same underlying facts and
circumstances as the federal shareholder class action lawsuits. The plaintiffs seek unspecified compensatory damages, restitution and disgorgement of profits, equitable
and/or
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injunctive relief as permitted by law and other relief. The two shareholder derivative complaints in California state court have been consolidated. Plaintiffs served a
Consolidated Shareholder Derivative Complaint on October 12, 2004. The defendants have 40 days, or until November 22, 2004, to file a response to the Consolidated
Shareholder Derivative Complaint. The defendants have filed a Motion to Stay the California derivative action and are awaiting a ruling on that Motion. The Company’s
response to the Florida derivative complaint is due on October 25, 2004. We intend to vigorously defend against the derivative actions. We cannot currently predict the
impact or resolution of this litigation or reasonably estimate a range of possible loss, which could be material. The resolution of these lawsuits may harm our business
and have a material adverse impact on our financial condition.

Two separate lawsuits were filed in July and September 2004 by two former employees of our Pyongtaek manufacturing facility in South Korea. The suits are based
on a claim of wrongful termination and breach of employment contract. The Company believes that the ultimate outcome of these matters will not have a material
adverse effect on the consolidated financial position, results of operations or liquidity of the Company.

On November 2004, we entered into an agreement with John Kang, our Chairman, President, and Chief Executive Officer, in which Mr. Kang agreed that certain
stock transactions by him in the year 2002 involving our common stock should have resulted in a liability under Section 16(b) of the Securities Exchange Act of 1934, as
amended (“Section 16(b)”). These transactions include Mr. Kang’s private sale of 285,715 shares of his personal Liquidmetal Technologies common stock to Growell
Metal Co., Ltd. in February 2002, prior to our initial public offering. They also include Mr. Kang’s subsequent indirect purchase and disposition of Liquidmetal
Technologies common stock in order to satisfy a personal agreement Mr. Kang made to Growell Metal in February 2002 regarding the guaranteed minimum value of the
stock purchased by Growell Metal in February 2002 (the purchases and dispositions incident to this agreement occurred in August and November 2002, respectively).
Lastly, the transactions include open-market purchases of an aggregate of 89,300 shares of our common stock made by Mr. Kang in August 2002.

The Audit Committee of our Board of Directors conducted an independent inquiry into the above-described transactions with the aid of independent legal counsel
and, as a result of such inquiry, the Audit Committee concluded that the transactions should have resulted in a liability to the Company under Section 16(b) in the
amount of $301,944.73. Mr. Kang has acknowledged this liability, and in an agreement negotiated between Mr. Kang and the Audit Committee and approved by the full
Board, Mr. Kang will pay this liability in 24 equal monthly installments beginning in January 2005. The above-described transactions involving Growell Metal will be
reported on a new Form 4 filed by Mr. Kang on or about the date of the filing of this Form 10-K, and the open-market purchases were previously reported on a timely
basis in August 2002.
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Schedule IT — Valuation and Qualifying Accounts

Balance at Additions Write-offs Balance at
Beginning Charged to and End of
of Period Expenses Payments Period
Allowance for doubtful accounts
Year ended December 31, 2003 $ 450 $ (28) $(267) $ 155
Year ended December 31, 2002 30 921 (501) 450
Year ended December 31, 2001 5 25 — 30
Product warranty accrual
Year ended December 31, 2003 $ 237 $ (297) $ 363 $ 303
Year ended December 31, 2002 — 237 — 237
Year ended December 31, 2001 — — — —
Deferred tax asset valuation allowance *
Year ended December 31, 2003 $25,401 $ 3,465 $ — $28,866
Year ended December 31, 2002 23,796 1,605 — 25,401
Year ended December 31, 2001 12,112 11,684 — 23,796

* The deferred tax asset valuation allowance represents a 100% reserve against the deferred tax asset accounts at December 31, 2003, 2002 and 2001, respectively.
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EXHIBIT 10.13
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (this "Agreement") is made and entered into
effective as of [October 1, 2001] (the "Effective Date"), by and between
LIQUIDMETAL TECHNOLOGIES, a California corporation (the "Company"), and David
G. Binnie (the "Employee").

RECITALS

WHEREAS, the Employee desires to be employed, by the Company upon the
terms and conditions set forth in this Agreement; and

WHEREAS, the Company desires to assure itself of the Employee's
continued employment in the capacities set forth herein.

NOW, THEREFORE, in consideration of the foregoing recitals and for
other good and valuable consideration, the parties hereto covenant and agree as
follows:

1. EMPLOYMENT. The Company hereby employs Employee, and the
Employee hereby accepts such employment, upon the terms and conditions set forth
in this Agreement.

2. TERM. Subject to the terms and conditions of this Agreement,
including, but not limited to, the provisions for termination set forth in
Section 5 hereof, the employment of the Employee under this Agreement shall
commence on the Effective Date and shall continue through the close of business
on the Fifth Anniversary of the Effective Date (the "Initial Term"). Upon the
expiration of the Initial Term, the Employee's employment with the Company will
continue on an "at-will" basis and may be terminated by Employee or the Company
for any reason and at any time, provided that the terminating party shall
provide at least thirty (30) days prior written notice of the termination to the
other party (unless the termination is pursuant to clause (2), (3), or (4) of
Section 5(d), in which case the Employee's employment may be terminated
immediately).

3. DUTIES. Employee will initially serve as Senior Vice President
for Human Resources of the Company. The Employee will devote Employee's entire
business time, attention, skill, and energy exclusively to the business of the
Company, will use the Employee's best efforts to promote the success of the
Company's business, and will cooperate fully with the Board of Directors in the
advancement of the best interests of the Company. Furthermore, the Employee
shall assume and competently perform such reasonable responsibilities and duties
as may be assigned to the Employee from time to time by the Board of Directors,
Chairman of the Board, President, or Chief Executive Officer of the Company. To
the extent that the Company shall have any parent company, subsidiaries,
affiliated corporations, partnerships, or joint ventures (collectively "Related
Entities"), the Employee shall perform such duties to promote these entities and
their respective interests to the same extent as the interests of the Company
without additional compensation. At all times, the Employee agrees that the
Employee has read and will abide by, and prospectively will read and abide by,
any employee handbook, policy, or practice that the Company or Related Entities
has or hereafter adopts with, respect to its employees generally.



4. COMPENSATION.

(a) Annual Base Salary. As compensation for Employee's
services and in consideration for the Employee's covenants contained in this
Agreement, the Company shall pay the Employee an annual base salary of One
Hundred Fifty Thousand Dollars ($150,000). Such annual base salary shall be
payable in equal installments in accordance with the policy then prevailing for
the Company's salaried employees generally, and the annual base salary shall be
subject to any tax and other withholdings or deductions required by applicable
laws and regulations. The Employee's annual base salary will be reviewed by the
Board of Directors or Chief Executive Officer of the Company not less frequently
than annually, and the annual base salary may be adjusted upward or downward in
the sole discretion of the Board of Directors or Chief Executive Officer. For
purposes of this Agreement, the term "Salary Year" means the 365-day period
that begins on the Effective Date and each successive 365-day period thereafter.

(b) Bonuses. In addition to the Employee's annual base
salary, during the term of the Employee's employment hereunder, the Employee
shall be entitled to only such, bonuses as may be granted to the Employee by the
Board of Directors or Chief Executive Officer of the Company, in their sole
discretion.

(c) Other Benefits. During the term of the Employee's
employment hereunder, the Employee shall be eligible to participate in such
pension, life insurance, health insurance, disability insurance and other
benefits plans, if any, which the Company may from time to time make available
to similar-level employees.

(d) Vacation. The Employee shall be entitled to 3 weeks
paid vacation during each Salary Year during the term of the Employee's
employment hereunder. Unused vacation from a particular Salary Year will not
carry over to succeeding Salary Years, and the Employee will not be paid for any
unused vacation.

(e) Reimbursement of Expenses. The Employee shall be
reimbursed for all reasonable and customary travel and other business expenses
incurred by Employee in the performance of Employee's duties hereunder, provided
that such reimbursement shall be subject to, and in accordance with, any expense
reimbursement policies and/or expense documentation requirements of the Company
that may be in effect from time to time.

(f) Option Grant. In addition to the foregoing, in
consideration of the execution of this Agreement by the Employee, the Company
shall, on the date hereof, grant to the Employee an option to purchase up to
100,000 shares of the common stock of the Company, subject to approval of the
board of directors at the next scheduled meeting and at an exercise price equal
to the Fair Market Value of the Shares at the time of the offering. Such option
shall be evidenced by a stock option agreement in the form set forth as Exhibit
A hereto.

5. TERMINATION.



(a) Death. The Employee's employment under this Agreement
shall terminate immediately upon Employee's death. In the event of a termination
pursuant to this Section 5(a), the Employee's estate shall be entitled to
receive any unpaid base salary owing to Employee up through and including the
date of the Employee's death.

(b) Disability. If, during the term of the Employee's
employment hereunder, the Employee becomes physically or mentally disabled in
accordance with the terms and conditions of any disability policy covering the
Employee or, if due to any physical or mental condition, the Employee becomes
unable for a period of more than sixty (60) days during any six-month period to
perform Employee's duties hereunder on substantially a full-time basis as
determined by the Company in its sole discretion, the Company may, at its
option, terminate the Employee's employment upon not less than thirty (30) days
written notice. In the event of a termination pursuant to this Section 5(b), the
Employee shall be entitled to receive any unpaid base salary owing to Employee
up through and including the effective date of Termination,

(c) Termination By Company Without Cause. In addition to
the other termination provisions of this Agreement, the Company may terminate
the Employee's employment at any time without cause (a "Termination Without
Cause"). In the event of a Termination Without Cause, the Employee shall
continue to receive the Employee's base salary (as then in effect) during the
12-month period immediately following the effective date of the Termination
wWithout Cause (the "Severance Period"). In addition to the severance pay
described in the preceding sentence, the Employee shall continue to receive,
during the Severance Period, all employee health and welfare benefits that
Employee would have received during the Severance Period in the absence of such
termination. Employee agrees and acknowledges, however, that Employee will
forfeit the right to receive base salary and benefits during the Severance
Period immediately upon the Employee's breach of any covenant set forth in
Section 6 of this Agreement. Notwithstanding the foregoing, the termination of
the Employee's employment pursuant to the second sentence of Section 2(b) of
this Agreement shall not constitute a Termination Without Cause and shall not
give rise to any severance payment or other benefits pursuant to this Section
5(c).

(d) Termination By Company With Cause. The Company may
terminate the Employee's employment at any time with Cause. As used in this
Agreement, "Cause" shall include the following: (1) the Employee's failure or
inability to perform Employee's duties under this Agreement; (2) dishonesty,
misconduct, or unlawful acts that adversely affect the Company; (3) a material
violation of the Company's policies or practices which reasonably justifies
immediate termination; (4) pleading guilty or no contest to, or conviction of, a
felony or any crime involving moral turpitude, fraud, dishonesty, or
misrepresentation; (5) the commission by the Employee of any act which could
reasonably be expected to materially injure the reputation, business, or
business relationships of the Company or Related Entities; (6) the Employee's
inability to perform an essential function of Employee's position; or (7) any
material breach by Employee of this Agreement. The Company may terminate this
Agreement for Cause, as defined in clauses (1), (5), (6) and (7) above, upon
thirty days prior written notice (the "Cause Notification Period") to Employee,
but such termination shall only become effective in the event of Employee's
failure to cure the applicable breach or violation, to the reasonable
satisfaction of Company, prior to the end of the Cause Notification Period. The
Company may terminate this



Agreement for Cause, as defined in clauses (2), (3), and (4) above, at any time
with no notice. In the event of a termination for Cause, the Company shall be
relieved of all its obligations to the Employee provided for by this Agreement
as of the effective date of termination, and all payments to the Employee
hereunder shall immediately cease and terminate as of such date, except that
Employee shall be entitled to the annual base salary hereunder up to and
including the effective date of termination.

6. NONCOMPETITION, NONSOLICITATION, AND NONDISCLOSURE COVENANTS.

(a) Rationale for Restrictions. Employee acknowledges
that Employee's services hereunder are of a special, unique, and extraordinary
character, and Employee's position with the Company places Employee in a
position of confidence and trust with customers, suppliers, and other persons
and entities with whom the Company and its Related Entities have a business
relationship. The Employee further acknowledges that the rendering of services
under this Agreement will likely require the disclosure to Employee of
Confidential Information (as defined below) relating to the Company and/or
Related Entities. As a consequence, the Employee agrees that it is reasonable
and necessary for the protection of the goodwill and legitimate business
interests of the Company and Related Entities that the Employee make the
covenants contained in this Section 6, that such covenants are a material
inducement for the Company to employ the Employee and to enter into this
Agreement, and that the covenants are given as an integral part of and incident
to this Agreement.

(b) Noncompetition and Nonsolicitation Covenants. As used
herein, the term "Restrictive Period" means the time period commencing on the
Effective Date of this Agreement and ending on the second (2nd) anniversary of
the date on which the Employee's employment by the Company (or any Related
Entity) expires or is terminated. The Employee agrees that, during the
Restrictive Period, the Employee will not utilize his or her knowledge of the
business of the Company or his or her relationships with investors, suppliers,
customers, clients, or financial institutions to compete with the Company or any
of the Related Entities in any business which is the same as, or similar to, any
business conducted, by the Company or any of the Related Entities at any time
during the Restrictive Period (a "Covered Business"). Additionally, the Employee
agrees that the Employee will not engage in any of the following acts anywhere
in the world during the Restrictive Period:

(1) directly or indirectly engage or invest in; own,
manage, operate, finance, control, or participate in
the ownership, management, operation, financing, or
control of; be employed by, associated with, or in
any manner connected with; lend the Employee's name
or any similar name to; lend Employee's credit to; or
render services or advice to, any business which
competes with, is engaged in, or carries on any
aspect of a Covered Business;

(ii) directly or indirectly assist, promote or encourage
any existing or potential employees, customers,
clients, or vendors of the Company or any Related
Entity, as well as any other parties which have a
business relationship with the Company or a Related
Entity, to terminate, discontinue, or reduce the
extent of their relationship with the Company or a
Related Entity;
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(iii) directly or indirectly solicit business of the same
or similar type as a Covered Business, from any
person or entity known by the Employee to be a
customer or client of the Company, whether or not the
Employee had contact with such person or entity
during the Employee's employment with the Company;

(iv) disparage the Company, any Related, Entities, and/or
any shareholder, director, officer, employee, or
agent of the Company or any Related Entity; and/or

(v) engage in any practice the purpose of which is to
evade the provisions of this Section 6 or commit any
act which adversely affects the Company, any Related
Entity, or their respective businesses.

The Employee acknowledges and agrees that, in light of the unique nature of the
Company's business, the Company will market its products on a worldwide basis
and will compete with various companies and businesses across and world.
Accordingly, the Employee agrees that the geographic scope of the above
covenants is a reasonable means of protecting the Company's (and the Related
Entities') legitimate business interests. Notwithstanding the foregoing
covenants, nothing set forth in this Agreement shall prohibit the Employee from
owning the securities of (i) corporations which are listed on a national
securities exchange or traded in the national over-the-counter market in an
amount which shall not exceed 5% of the outstanding shares of any such
corporation or (ii) any corporation, partnership, firm or other form of business
organization which does not compete with, is not engaged in, and does not carry
on any aspect of, either directly or indirectly through a subsidiary or
otherwise, any Covered Business.

(c) Disclosure of Confidential Information. The Employee
acknowledges that the inventions, innovations, software, trade secrets, business
plans, financial strategies, finances, and all other confidential or proprietary
information with respect to the business and operations of the Company and
Related Entities are valuable, special, and unique assets of the Company.
Accordingly, the Employee agrees not to, at any time whatsoever either during or
after the Employee's term of employment with the Company, disclose, directly or
indirectly, to any person or entity, or use or authorize any person or entity
to use, any confidential or proprietary information with respect to the Company
or Related Entities without the prior written consent of the Company, including,
without limitation, information as to the financial condition, results of
operations, identities of clients or prospective clients, products under
development, acquisition strategies or acquisitions under consideration, pricing
or cost information, marketing strategies or any other information relating to
the Company or any of the Related Entities which could be reasonably regarded as
confidential (collectively referred to as "Confidential Information"). However,
the term "Confidential Information" does not include any information which is or
shall become generally available to the public other than as a result of
disclosure by the Employee or by any person or entity which the Employee knows
(or which the Employee reasonably should know) has a duty of confidentiality to
the Company or a Related Entity with respect to such information. In addition to
the foregoing, Company will be fully entitled to all of the protections and
benefits afforded by the Florida Uniform Trade Secrets Act and other applicable
law.



(d) Prevention of Premature Disclosure of Information.
The Employee agrees and acknowledges that, because the success of the Company is
heavily dependent upon maintaining the secrecy of the Company's Confidential
Information and preventing the premature public disclosure of the Company's
proprietary information and technology, the Employee agrees to use the
Employee's best efforts and his or her highest degree of care, diligence, and
prudence to ensure that no Confidential Information prematurely leaks or
otherwise prematurely makes its way into the public domain or any public forum,
including, without limitation, into any trade publications, internet chat rooms,
or other similar forums. In the event that the Employee becomes aware of any
premature leak of Confidential Information or becomes aware of any circumstances
creating a risk of such a leak, the Employee shall immediately inform the Board
of Directors, the Chief Executive Officer, or the Employee's supervisor of such
leak or of such circumstances.

(e) Removal and Return of Proprietary Items. The Employee
will not remove from the Company's premises (except to the extent such removal
is for purposes of the performance of the Employee's duties at home or while
traveling, or except as otherwise specifically authorized by the Company) any
document, record, notebook, plan, model, component, device, or computer software
or code, whether embodied in a disk or in any other form (collectively, the
"Proprietary Items"). The Employee recognizes that, as between the Company and
the Employee, all of the Proprietary Items, whether or not developed by the
Employee, are the exclusive property of the Company, Upon termination of
Employee's employment with the Company by either party (regardless of the reason
for termination), or upon the request of the Company during the term of
employment, the Employee will return to the Company all of the Proprietary Items
in the Employee's possession or subject to the Employee's control, and the
Employee shall not retain any copies, abstracts, sketches, or other physical
embodiment of any of the Proprietary Items.

(f) Enforcement and Remedies. In the event of any breach
of any of the covenants set forth in this Section 6, the Employee recognizes
that the remedies at law will be inadequate and that in addition to any relief
at law which may be available to the Company for such violation or breach and
regardless of any other provision contained in this Agreement, the Company shall
be entitled to equitable remedies (including an injunction) and such other
relief as a court may grant after considering the intent of this Section 6.
Additionally, the period of time applicable to any covenant set forth in this
Section 6 will be extended by the duration of any violation by Employee of such
covenant. In the event a court of competent jurisdiction determines that any of
the covenants set forth in this Section 6 are excessively broad as to duration,
geographic scope, prohibited activities or otherwise, the parties agree that
this covenant shall be reduced or curtailed to the extent, but only to the
extent, necessary to render it enforceable.
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7. EMPLOYEE INVENTIONS.

(a) Definition. For purposes of this Agreement, "Employee
Invention" means any idea, invention, technique, modification, process, or
improvement (whether patentable or not), any industrial design (whether
registerable or not), any mask work, however fixed or encoded, that is suitable
to be fixed, embedded or programmed in a semiconductor product (whether
recordable or not), and any work of authorship (whether or not copyright
protection may be obtained for it) created, conceived, or developed by the
Employee, either solely or in conjunction with others, during the Employee's
employment with the Company or during the twenty four (24) month period
following such employment, that relates in any way to, or is useful in any
manner in, the businesses then being conducted or proposed to be conducted by
the Company or any Related, Entity.

(b) Ownership of Employee Inventions. Employee agrees and
acknowledges that all Employee Inventions will belong exclusively to the Company
and that all Employee Inventions are works made for hire and the property of the
Company, including any copyrights, patents, semiconductor mask protection, or
other intellectual property rights pertaining thereto. If it is determined that
any such works are not works made for hire, the Employee hereby assigns to the
Company all of the Company's right, title, and interest, including all rights of
copyright, patent, semiconductor mask protection, and other intellectual
property rights, to or in such Employee Inventions. The Employee covenants that
the Employee will promptly:

(1) disclose to the Company in writing any Employee
Invention;
(ii) assign to the Company or to a party designated by the

Company, at the Company's request and without
additional compensation, all of the Employee's right
to the Employee Invention for the United States and
all foreign jurisdictions;

(iii) execute and deliver to the Company such applications,
assignments, and other documents as the Company may
request in order to apply for and obtain patents or
other registrations with respect to any Employee
Invention in the United States and any foreign
jurisdictions;

(iv) sign all other papers necessary to carry out the
above obligations; and

(v) give testimony and render any other assistance in
support of the Company's rights to any Employee
Invention.
8. ESSENTIAL AND INDEPENDENT COVENANTS. The Employee's covenants

in Sections 6 and 7 of this Agreement are independent covenants, and the
existence of any claim by the Employee against the Company under this Agreement
or otherwise will not excuse the Employee's breach of any covenant in Section 6
or 7.

9. REPRESENTATIONS AND WARRANTIES BY THE EMPLOYEE. The Employee
represents and warrants to the Company that the execution and delivery by the
Employee of this Agreement do not, and the performance by the Employee of the
Employee's obligations hereunder will not,
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with or without the giving of notice or the passage of time, or both: (a)
violate any judgment, writ, injunction, or order of any court, arbitrator, or
governmental agency applicable to the Employee, or (b) conflict with, result in
the breach of any provisions of or the termination of, or constitute a default
under, any agreement to which the Employee is a party or by which the Employee
is or may be bound, including, without limitation, any noncompetition agreement
or similar agreement.

10. NOTICES. For purposes of this Agreement, notices and all
other communications provided for herein shall be in writing and shall be deemed
to have been duly given when hand- delivered, sent by facsimile transmission (as
long as receipt is acknowledged), or mailed by United States certified or
registered mail, return receipt requested, postage prepaid, addressed to the
address or facsimile number for each party set forth on the signature page
hereto, or to such other address or facsimile number as either party may have
furnished to the other in writing in accordance herewith, except that a notice
of change of address shall be effective only upon receipt.

11. MISCELLANEOUS. No provision of this Agreement may be modified
or waived unless such waiver or modification is agreed to in writing signed by
both of the parties hereto. No waiver by any party hereto of any breach by any
other party hereto shall be deemed a waiver of any similar or dissimilar term or
condition at the same or at any prior or subsequent time. This Agreement is the
entire agreement between the parties hereto with respect to the Employee's
employment by the Company, and there are no agreements or representations, oral
or otherwise, expressed or implied, with respect to or related to the employment
of the Employee which are not set forth in this Agreement. This Agreement shall
be binding upon, and inure to the benefit of, the Company, its respective
successors and assigns, and the Employee and Employee's heirs, executors,
administrators and legal representatives. The duties and covenants of the
Employee under this Agreement, being personal, may not be delegated or assigned
by the Employee without the prior written consent of the Company, and any
attempted delegation or assignment without such prior written consent shall be
null and void and without legal effect. The parties agree that if any provision
of this Agreement shall under any circumstances be deemed invalid or
inoperative, the Agreement shall be construed with the invalid or inoperative
provision deleted and the rights and obligations of the parties shall be
construed and enforced accordingly.

12. GOVERNING LAW; RESOLUTION OF DISPUTES. The validity,
interpretation, construction, and performance of this Agreement shall be
governed by the laws of the State of Florida without regard to principles of
choice of law or conflicts of law thereunder. Any action or proceeding seeking
to enforce any provision of, or based on any right arising out of, this
Agreement may be brought against either of the parties in the courts of the
State of Florida, County of Hillsborough, or, if it has or can acquire
jurisdiction, in the United States District Court located in Hillsborough
County, Florida, and each of the parties consents to the jurisdiction of such
courts (and of the appropriate appellate courts) in any such action or
proceeding and waives any objection to venue laid therein. Process in any action
or proceeding referred to in the preceding sentence may be served on either
party anywhere in the world. THE PARTIES HEREBY WAIVE A JURY TRIAL IN ANY
LITIGATION ARISING UNDER OR RELATING TO THIS AGREEMENT.
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13. COUNTERPARTS; FACSIMILE SIGNATURES. This Agreement may be
executed in one or more counterparts, each of which shall be deemed an original,
but all of which together shall constitute one and the same instrument. This
Agreement may be effective upon the execution and delivery by any party hereto
of facsimile copies of signature pages hereto duly executed by such party;
provided, however, that any party delivering a facsimile signature page
covenants and agrees to deliver promptly after the date hereof two (2) original
copies to the other party hereto.

IN WITNESS WHEREOF, the parties have executed this Agreement
as of the day and year first above written.

LIQUIDMETAL TECHNOLOGIES

By: /s/ John Kang
John Kang, President and Chief Executive
Officer

Liguidmetal Technologies

25800 Commercentre Drive, Suite 100
Lake Forest, CA 92630

Facsimile Number: 949-206-8008

EMPLOYEE

BY: /s/ David G. Binnie

Printed Name: David G. Binnie
Address and Facsimile Number:

14041 Shady Shares Drive
Tampa, Florida 33613
FAX (same as home number)
813-900-3571



EXHIBIT 10.14
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (this "Agreement") is made and entered into
effective as of November 3, 2004 (the "Effective Date"), by and between
LIQUIDMETAL TECHNOLOGIES, a Delaware corporation (the "Company"), and Tony Chung
(the "Employee").

RECITALS

WHEREAS, the Employee desires to be employed by the Company upon the terms
and conditions set forth in this Agreement; and

WHEREAS, the Company desires to assure itself of the Employee's continued
employment in the capacities set forth herein.

NOW, THEREFORE, in consideration of the foregoing recitals and for other
good and valuable consideration, the parties hereto covenant and agree as
follows:

1. EMPLOYMENT. The Company hereby employs Employee, and the Employee
hereby accepts such employment, upon the terms and conditions set forth in this
Agreement.

2. TERM. Subject to the terms and conditions of this Agreement, including,
but not limited to, the provisions for termination set forth in Section 5
hereof, the employment of the Employee under this Agreement shall commence on
the Effective Date and shall continue through the close of business on November
2, 2007 (the "Initial Term"). Upon the expiration of the Initial Term, the
Employee's employment with the Company will continue on an "at-will" basis and
may be terminated by Employee or the Company for any reason and at any time,
provided that the terminating party shall provide at least thirty (30) days
prior written notice of the termination to the other party (unless the
termination is With Cause as defined in this Agreement, in which case the
Employee's employment may be terminated immediately). Notwithstanding the
expiration of the Initial Term of this Agreement, the provisions of this
Agreement other than those of Sections 1, 4, and 5, Term, Compensation, and
Termination, respectively, shall remain in full force and effect. All other
provisions of this Agreement, including but without limitation, Sections 2, 6,
and 7, entitled Employment, Nonsolicitation and Nondisclosure Covenants, and
Employee Inventions, respectively, shall survive the expiration of the Initial
Term. Notwithstanding the expiration of the this Agreement or the termination of
employment by any means by any party, Sections 2, 6, and 7, entitled Term,
Nonsolicitation and Nondisclosure Covenants, and Employee Inventions,
respectively, shall survive and remain fully enforceable.

3. DUTIES. Employee will initially serve as Vice President of Finance of
the Company. The Employee will devote Employee's entire business time,
attention, skill, and energy exclusively to the business of the Company, will
use the Employee's best efforts to promote the success of the Company's
business, and will cooperate fully with the Board of Directors in the
advancement of the best interests of the Company. Furthermore, the Employee
shall assume and competently perform such reasonable responsibilities and duties
as may be assigned to the Employee from time to time by the Board of Directors,
Chairman of the Board, President, Chief Executive Officer of the Company or
their designee. To the extent that the Company shall have



any parent company, subsidiaries, affiliated corporations, partnerships, or
joint ventures (collectively "Related Entities"), the Employee shall perform
such duties to promote these entities and to promote and protect their
respective interests to the same extent as the interests of the Company without
additional compensation. At all times, the Employee agrees that the Employee has
read and will abide by, and prospectively will read and abide by, any employee
handbook, policy, or practice that the Company or Related Entities has or
hereafter adopts with respect to its employees generally.

4. COMPENSATION.

(a) Annual Base Salary. As compensation for Employee's services and
in consideration for the Employee's covenants contained in this Agreement, the
Company shall pay the Employee an annual base salary of $125,000. Such annual
base salary shall be payable in equal or as nearly equal as practicable
installments in accordance with the policy then prevailing for the Company's
salaried employees generally, and the annual base salary shall be subject to any
tax and other withholdings or deductions required by applicable laws and
regulations. The Employee's annual base salary will be reviewed by the Board of
Directors or Chief Executive Officer of the Company not less frequently than
annually, and the annual base salary may be adjusted upward or downward in the
sole discretion of the Board of Directors or Chief Executive Officer. For
purposes of this Agreement, the term "Salary Year" means the one year, 365-day
period (or 366 day period for a leap year) that begins on the Effective Date and
each successive one year period thereafter.

(b) Bonuses. In addition to the Employee's annual base salary,
during the term of the Employee's employment hereunder, the Employee shall be
entitled to only such bonuses or additional compensation as may be granted to
the Employee by the Board of Directors or Chief Executive Officer of the
Company, in their sole discretion.

(c) Other Benefits. During the term of the Employee's employment
hereunder, the Employee shall be eligible to participate in such pension, life
insurance, health insurance, disability insurance and other benefits plans, if
any, which the Company may from time to time make available to similar-level
employees.

(d) vacation. The Employee shall be entitled to two weeks paid
vacation during each Salary Year during the term of the Employee's employment
hereunder. Vacation shall be taken at such times and with such notice so as to
not disrupt or interfere with the business of the Company. Unused vacation from
a particular Salary Year will not carry over to succeeding Salary Years, and the
Employee will not be paid for any unused vacation.

(e) Reimbursement of Expenses. The Employee shall be reimbursed for
all reasonable and customary travel and other business expenses incurred by
Employee in the performance of Employee's duties hereunder, provided that such
reimbursement shall be subject to, and in accordance with, any expense
reimbursement policies and/or expense documentation requirements of the Company
that may be in effect from time to time.

(f) Option Grant. In addition to the foregoing, in consideration of
the execution of this Agreement by the Employee, the Company shall, on the date
hereof, grant to the employee an



option to purchase up to 20,000 shares of the common stock of the Company in
accordance with a stock option agreement in the form set forth as Exhibit A
hereto.

5. TERMINATION.

(a) Death. The Employee's employment under this Agreement shall
terminate immediately upon Employee's death. In the event of a termination
pursuant to this Section 5(a), the Employee's estate shall be entitled to
receive any unpaid base salary owing to Employee up through and including the
date of the Employee's death.

(b) Disability. If, during the term of the Employee's employment
hereunder, the Employee becomes physically or mentally disabled in the
determination of a physician appointed or selected by the Company, or, if due to
any physical or mental condition, the Employee becomes unable for a period of
more than sixty (60) days during any six-month period to perform Employee's
duties hereunder on substantially a full-time basis as determined a physician
selected by the Company, the Company may, at its option, terminate the
Employee's employment upon not less than thirty (30) days written notice. In the
event of a termination pursuant to this Section 5(b), the Employee shall be
entitled to receive any unpaid base salary owing to Employee up through and
including the effective date of Termination.

(c) Termination By Company Without Cause. In addition to the other
termination provisions of this Agreement, the Company may terminate the
Employee's employment at any time without cause (a "Termination Without Cause").
In the event of a Termination Without Cause, the Employee shall continue to
receive the Employee's base salary (as then in effect) during the three-month
period immediately following the effective date of the Termination Without Cause
(the "Severance Period"). In addition to the severance pay described in the
preceding sentence, the Employee shall continue to receive, during the Severance
Period, all employee health and welfare benefits that Employee would have
received during the Severance Period in the absence of such termination.
Employee agrees and acknowledges, however, that Employee will forfeit the right
to receive base salary and benefits during the Severance Period immediately upon
the Employee's breach of any covenant set forth in Section 6 of this Agreement.
The Employee will also forfeit the right to salary and benefits during the
Severance Period upon accepting employment with another employer with comparable
salary and benefits hereunder shall be forfeited and shall cease upon the
Employee becoming eligible for benefits from the Employee's new employer.
Notwithstanding the foregoing, the termination of the Employee's employment
pursuant to the second sentence of Section 2 of this Agreement shall not
constitute a Termination Without Cause and shall not give rise to any severance
payment or other benefits pursuant to this Section 5(c).

(d) Termination By Company With Cause. The Company may terminate the
Employee's employment at any time with Cause. As used in this Agreement, "Cause"
shall include the following: (1) the Employee's failure or inability to perform
Employee's duties under this Agreement; (2) dishonesty or other serious
misconduct, (3) the commission of an unlawful act material to Employee's
employment, (4) a material violation of the Company's policies or practices
which reasonably justifies immediate termination; (5) committing, pleading
guilty, nolo contendre or no contest (or their equivalent) to, entering into a
pretrial intervention or diversion program regarding, or conviction of, a felony
or any crime or act involving moral turpitude, fraud,
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dishonesty, or misrepresentation; (6) the commission by the Employee of any act
which could reasonably affect or impact to a material degree the interests of
the Company or Related Entities or in some manner injure the reputation,
business, or business relationships of the Company or Related Entities; (7) the
Employee's inability to perform an essential function of Employee's position; or
(8) any material breach by Employee of this Agreement. The Company may terminate
this Agreement for Cause at any time without notice. In the event of a
termination for Cause, the Company shall be relieved of all its obligations to
the Employee provided for by this Agreement as of the effective date of
termination, and all payments to the Employee hereunder shall immediately cease
and terminate as of such date, except that Employee shall be entitled to the
annual base salary hereunder up to and including the effective date of
termination, provided, however, that the Employee's obligations under Sections 6
and 7 shall survive such a Termination for Cause and any liabilities or
obligations which have accrued and are owed by the Employee to the Company shall
not be extinguished or released thereby.

6. NONSOLICITATION AND NONDISCLOSURE COVENANTS.

(a) Rationale for Restrictions. Employee acknowledges that
Employee's services hereunder are of a special, unique, and extraordinary
character, and Employee's position with the Company places Employee in a
position of confidence and trust with customers, suppliers, and other persons
and entities with whom the Company and its Related Entities have a business
relationship. The Employee further acknowledges that the rendering of services
under this Agreement will likely require the disclosure to Employee of
Confidential Information (as defined below) including Trade Secrets of the
Company relating to the Company and/or Related Entities. As a consequence, the
Employee agrees that it is reasonable and necessary for the protection of the
goodwill and legitimate business interests of the Company and Related Entities
that the Employee make the covenants contained in this Section 6, that such
covenants are a material inducement for the Company to employ the Employee and
to enter into this Agreement, and that the covenants are given as an integral
part of and incident to this Agreement.

(b) Nonsolicitation Covenants. As used herein, the term "Restrictive
Period" means the time period commencing on the Effective Date of this Agreement
and ending on the second (2nd) anniversary of the date on which the Employee's
employment by the Company (or any Related Entity) expires or is terminated for
any reason, including both a termination by the Company for Cause and Not for
Cause. In addition, the term "Covered Business" means any business which is the
same as, or similar to, any business conducted by the Company or any of the
Related Entities at any time during the Restrictive Period. The Employee agrees
that the Employee will not engage in any of the following acts anywhere in the
world during the Restrictive Period:

(1) directly or indirectly assist, promote or encourage any
existing or potential employees, customers, clients, or
vendors of the Company or any Related Entity, as well as any
other parties which have a business relationship with the
Company or a Related Entity, to terminate, discontinue, or
reduce the extent of their relationship with the Company or a
Related Entity;

(ii) directly or indirectly solicit business of the same or similar
type as a Covered Business, from any person or entity known by
the Employee to be



a customer or client of the Company, whether or not the
Employee had contact with such person or entity during the
Employee's employment with the Company;

(iii) disparage the Company, any Related Entities, and/or any
shareholder, director, officer, employee, or agent of the
Company or any Related Entity; and/or

(iv) engage in any practice the purpose of which is to evade the
provisions of this Section 6 or commit any act which adversely
affects the Company, any Related Entity, or their respective
businesses.

Employee acknowledges that Employee's services hereunder are of a special,
unique, and extraordinary character, and Employee's position with the Company
places Employee in a position of confidence and trust with customers, suppliers,
and other persons and entities with whom the Company and its Related Entities
have a business relationship. The Employee further acknowledges that the
rendering of services under this Agreement will likely require the disclosure to
Employee of Confidential Information (as defined below) and Trade Secrets (as
defined below) of the Company relating to the Company and/or Related Entities.
As a consequence, the Employee agrees that it is reasonable and necessary for
the protection of the goodwill and legitimate business interests of the Company
and Related Entities that the Employee make the covenants contained in this
Section 6, that such covenants are a material inducement for the Company to
employ the Employee and to enter into this Agreement, and that the covenants are
given as an integral part of and incident to this Agreement. Accordingly, the
Employee agrees that the geographic scope of the above covenants is a reasonable
means of protecting the Company's (and the Related Entities') legitimate
business interests. Notwithstanding the foregoing covenants, nothing set forth
in this Agreement shall prohibit the Employee from owning the securities of (1)
corporations which are listed on a national securities exchange or traded in the
national over-the-counter market in an amount which shall not exceed 5% of the
outstanding shares of any such corporation or (ii) any corporation, partnership,
firm or other form of business organization which does not compete with, is not
engaged in, and does not carry on any aspect of, either directly or indirectly
through a subsidiary or otherwise, any Covered Business.

(c) Disclosure of Confidential Information. The Employee
acknowledges that the inventions, innovations, software, Trade Secrets, business
plans, financial strategies, finances, and all other confidential or proprietary
information with respect to the business and operations of the Company and
Related Entities are valuable, special, and unique assets of the Company.
Accordingly, the Employee agrees not to, at any time whatsoever either during or
after the Employee's term of employment with the Company, disclose, directly or
indirectly, to any person or entity, or use or authorize any person or entity to
use, any confidential or proprietary information with respect to the Company or
Related Entities without the prior written consent of the Company, including,
without limitation, information as to the financial condition, results of
operations, identities of clients or prospective clients, products under
development, acquisition strategies or acquisitions under consideration, pricing
or cost information, marketing strategies, passwords or codes or any other
information relating to the Company or any of the Related Entities which could
be reasonably regarded as confidential (collectively referred to as
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"Confidential Information"). However, the term "Confidential Information" does
not include any information which is or shall become generally available to the
public other than as a result of disclosure by the Employee or by any person or
entity which the Employee knows (or which the Employee reasonably should know)
has a duty of confidentiality to the Company or a Related Entity with respect to
such information. In addition to the foregoing, Company will be fully entitled
to all of the protections and benefits afforded by the California Uniform Trade
Secrets Acts and any other applicable law. Trade Secret shall mean information,
including a formula, pattern, compilation, program, device, method technique, or
process that derives independent economic value, actual or potential, from being
not generally known to, and not being readily ascertainable by proper means by,
other persons who can derive economic value from its disclosure or use,
including but not limited to the patented information and processes as well as
the unpatented information and processes comprising, underlying, arising from,
and associated with Liquidmetal Alloy and Liquidmetal Coatings used by the
Company .

(d) Prevention of Premature Disclosure of Confidential Information
and Trade Secrets. The Employee agrees and acknowledges that, because the
success of the Company is heavily dependent upon maintaining the secrecy of the
Company's Confidential Information and Trade Secrets and preventing the
premature public disclosure of the Company's proprietary information and
technology including its Confidential Information and Trade Secrets, the
Employee agrees to use the Employee's best efforts and his or her highest degree
of care, diligence, and prudence to ensure that no Confidential Information or
Trade Secret prematurely leaks or otherwise prematurely makes its way into the
public domain or any public forum, including, without limitation, into any trade
publications, internet chat rooms, or other similar forums. In the event that
the Employee becomes aware of any premature leak of Confidential Information or
Trade Secret or becomes aware of any circumstances creating a risk of such a
leak, the Employee shall immediately inform the Board of Directors, the Chief
Executive Officer, or the Employee's supervisor of such leak or of such
circumstances.

(e) Removal and Return of Proprietary Items. The Employee will not
remove from the Company's premises (except to the extent such removal is for
purposes of the performance of the Employee's duties at home or while traveling,
and under such conditions and restrictions as are specifically authorized and/or
required by the Company) or transmit by any means, electronic or otherwise, any
document, record, notebook, plan, model, component, device, computer software or
code, or Confidential Information or Trade Secret whether embodied in a disk or
in any other form, including electronic form (collectively, the "Proprietary
Items"). The Employee recognizes that, as between the Company and the Employee,
all of the Proprietary Items, whether or not developed by the Employee, are the
exclusive property of the Company. Upon termination of Employee's employment
with the Company by either party (regardless of the reason for termination), or
upon the request of the Company during the term of employment, the Employee will
return to the Company all of the Proprietary Items in the Employee's possession
or subject to the Employee's control, and the Employee shall not retain any
copies, abstracts, sketches, or other physical embodiment of any of the
Proprietary Items, Confidential Information, Trade Secret or any part thereof.

(f) Enforcement and Remedies. In the event of any breach of any of
the covenants set forth in this Section 6, the Employee recognizes that the
remedies at law will be



inadequate and that in addition to any relief at law which may be available to
the Company for such violation or breach and regardless of any other provision
contained in this Agreement, the Company shall be entitled to equitable remedies
(including an injunction) and such other relief as a court may grant after
considering the intent of this Section 6. Additionally, the period of time
applicable to any covenant set forth in this Section 6 will be extended by the
duration of any violation by Employee of such covenant. In the event a court of
competent jurisdiction determines that any of the covenants set forth in this
Section 6 are excessively broad as to duration, geographic scope, prohibited
activities or otherwise, the parties agree that this covenant shall be reduced
or curtailed to the extent, but only to the extent, necessary to render it
enforceable.

7. EMPLOYEE INVENTIONS.

(a) Definition. For purposes of this Agreement, "Employee Invention"
means any idea, invention, technique, modification, process, or improvement
(whether patentable or not), any industrial design (whether registerable or
not), any mask work, however fixed or encoded, that is suitable to be fixed,
embedded or programmed in a semiconductor product (whether recordable or not),
and any work of authorship (whether or not copyright protection may be obtained
for it) created, conceived, or developed by the Employee, either solely or in
conjunction with others, during the Employee's employment with the Company or
during the twenty four (24) month period following such employment, that relates
in any way to, or is useful in any manner in, the businesses then being
conducted or proposed to be conducted by the Company or any Related Entity.

(b) Ownership of Employee Inventions. Employee agrees and
acknowledges that all Employee Inventions will belong exclusively to the Company
and that all Employee Inventions are works made for hire and the property of the
Company, including any copyrights, patents, semiconductor mask protection, or
other intellectual property rights pertaining thereto. If it is determined that
any such works are not works made for hire, the Employee hereby assigns to the
Company all of the Company's right, title, and interest, including all rights of
copyright, patent, semiconductor mask protection, and other intellectual
property rights, to or in such Employee Inventions. The Employee covenants that
the Employee will promptly:

(1) disclose to the Company in writing any Employee Invention;

(ii) assign to the Company or to a party designated by the Company,
at the Company's request and without additional compensation,
all of the Employee's right to the Employee Invention for the
United States and all foreign jurisdictions;

(iii) execute and deliver to the Company such applications,
assignments, and other documents as the Company may request in
order to apply for and obtain patents or other registrations
with respect to any Employee Invention in the United States
and any foreign jurisdictions;

(iv) sign all other papers necessary to carry out the above
obligations; and



(v) give testimony and render any other assistance in support of
the Company's rights to any Employee Invention.

8. ESSENTIAL AND INDEPENDENT COVENANTS. The Employee's covenants in
Sections 6 and 7 of this Agreement are independent covenants, and the existence
of any claim by the Employee against the Company under this Agreement or
otherwise will not excuse the Employee's breach of any covenant in Section 6 or
7. The covenants of Sections 6 and 7 shall survive the termination,
extinguishment, or lapse of this Agreement under any circumstances, even if this
Agreement is terminated by either party, whether for Cause or Not for Cause.

9. REPRESENTATIONS AND WARRANTIES BY THE EMPLOYEE. The Employee represents
and warrants to the Company that the execution and delivery by the Employee of
this Agreement do not, and the performance by the Employee of the Employee's
obligations hereunder will not, with or without the giving of notice or the
passage of time, or both: (a) violate any judgment, writ, injunction, or order
of any court, arbitrator, or governmental agency applicable to the Employee, or
(b) conflict with, result in the breach of any provisions of or the termination
of, or constitute a default under, any agreement to which the Employee is a
party or by which the Employee is or may be bound, including, without
limitation, any noncompetition agreement or similar agreement. Employee further
represents and warrants that he fully and completely understands this Agreement
and that he has engaged in negotiations with the Company and has either
consulted with an attorney of his choice or has had ample opportunity to do so
and is fully satisfied with the opportunity he has had.

10. NOTICES. For purposes of this Agreement, notices and all other
communications provided for herein shall be in writing and shall be deemed to
have been duly given when hand-delivered, sent by facsimile transmission (as
long as receipt is acknowledged), or mailed by United States certified or
registered mail, return receipt requested, postage prepaid, addressed to the
address or facsimile number for each party set forth on the signature page
hereto, or to such other address or facsimile number as either party may have
furnished to the other in writing in accordance herewith, except that a notice
of change of address shall be effective only upon receipt.

11. MISCELLANEOUS. No provision of this Agreement may be modified or
waived unless such waiver or modification is agreed to in writing signed by both
of the parties hereto. No waiver by any party hereto of any breach by any other
party hereto shall be deemed a waiver of any similar or dissimilar term or
condition at the same or at any prior or subsequent time. This Agreement is the
entire agreement between the parties hereto with respect to the Employee's
employment by the Company, and there are no agreements or representations, oral
or otherwise, expressed or implied, with respect to or related to the employment
of the Employee which are not set forth in this Agreement. This Agreement shall
be binding upon, and inure to the benefit of, the Company, its respective
successors and assigns, and the Employee and Employee's heirs, executors,
administrators and legal representatives. The duties and covenants of the
Employee under this Agreement, being personal, may not be delegated or assigned
by the Employee without the prior written consent of the Company, and any
attempted delegation or assignment without such prior written consent shall be
null and void and without legal effect. The parties agree that if any provision
of this Agreement shall under any circumstances be deemed invalid or
inoperative,



the Agreement shall be construed with the invalid or inoperative provision
deleted and the rights and obligations of the parties shall be construed and
enforced accordingly. This Agreement may be assigned by the Company without the
consent of the Employee, provided, however, that the Employee is given notice of
the assignment.

12. GOVERNING LAW; RESOLUTION OF DISPUTES. The validity, interpretation,
construction, and performance of this Agreement shall be governed by the laws of
the State of California without regard to principles of choice of law or
conflicts of law thereunder. Any action or proceeding seeking to enforce any
provision of, or based on any right arising out of, this Agreement may be
brought against either of the parties in the courts of the State of California,
County of Orange, or, if it has or can acquire jurisdiction, in the United
States District Court located in Orange County, California, and each of the
parties consents to the jurisdiction of such courts (and of the appropriate
appellate courts) in any such action or proceeding and waives any objection to
venue laid therein. Process in any action or proceeding referred to in the
preceding sentence may be served on either party anywhere in the world. The
parties hereto agree that having venue and jurisdiction solely in California is
reasonable in that the headquarters for the Company is in Lake Forest, Orange
County, California and that site for litigation is the most central for such
matters. THE PARTIES HEREBY WAIVE A JURY TRIAL IN ANY LITIGATION ARISING UNDER
OR RELATING TO THIS AGREEMENT OR THE EMPLOYMENT OF THE EMPLOYEE WITH THE
COMPANY. This Agreement shall not be construed against either party but shall be
construed without regard to the participation of either party in the drafting of
this Agreement or any part thereof.

13. COUNTERPARTS; FACSIMILE SIGNATURES. This Agreement may be executed in
one or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. This Agreement may
be effective upon the execution and delivery by any party hereto of facsimile
copies of signature pages hereto duly executed by such party; provided, however,
that any party delivering a facsimile signature page covenants and agrees to
deliver promptly after the date hereof two (2) original copies to the other
party hereto.

14. MODIFICATION BY THE COURT. In the event that any provision or Section
of this Agreement violates any law of the state of California or is for some
other reason unenforceable as written in the state of California, the Employee
and the Company agree that the unenforceable provision or Section should not
cause the entire Agreement to become unenforceable unless it is caused to fail
in its essential purpose. In the event that any provision or Section of this
Agreement violates any law of the state of California or is for some other
reason unenforceable as written in the state of California, the Employee agrees
that the provision should be reduced in scope or length or otherwise modified by
the Court, if possible under the law, to cause the provision or Section of the
Agreement to be legal and enforceable but to still provide to the Company the
maximum protection available to it under the law.

IN WITNESS WHEREOF, the parties have executed this Agreement as of
the day and year first above written.

LIQUIDMETAL TECHNOLOGIES



Exhibit 10.14

By: /s/ John Kang

John Kang, Chairman and Chief Executive
officer

Liquidmetal Technologies

25800 Commercentre Drive, Suite 100
Lake Forest, CA 92639

Facsimile Number: 949.206.8008

EMPLOYEE
By: /s/ Tony Chung

Printed Name: Tony Chung

Address and Facsimile Number:
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EXHIBIT 10.17
EMPLOYMENT SEPARATION AGREEMENT

THIS EMPLOYMENT SEPARATION AGREEMENT (this "Agreement") is made and
entered into as of the 31st day of December, 2003 (the "Effective Date"), by and
between LIQUIDMETAL TECHNOLOGIES, INC., a Delaware corporation ("Company"), and
BRIAN MCDOUGALL, an individual ("Employee").

RECITALS:

A. Pursuant to the Employment Agreement, dated May 21,
2001, by and between Company and Employee (the "Employment Agreement"), Employee
is currently employed by Company as Chief Operating and Financial Officer.

B. Employee and Company both desire to terminate
Employee's employment with Company.

C. Employee and Company have reached agreement on the
terms of Employee's departure, and both parties view their separation as
amicable.

NOW, THEREFORE, in consideration of the premises and covenants
contained in this Agreement, the parties hereto, intending to be legally bound,
agree as follows:

1. RECITALS. The above recitals are true and correct and are made
a part hereof.

2. TERMINATION OF EMPLOYMENT AGREEMENT. Company and Employee
hereby agree that, for purposes of this Agreement, the date of notification of
termination and the date of termination of the Employment Agreement shall be the
Effective Date. The Employee will continue to work for the Company in a
transitional capacity as an employee through Feb 27, 2004, at the same monthly
salary as paid in December 2003 and subject to the full benefit package as
provided to similarly situated employees in 2004.

3. SEPARATION PAYMENTS. In consideration of Employee's agreement
to the terms of this Agreement, Company will pay Employee the following amounts
(the "Separation Payments"):

a. For the period beginning on February 28, 2004 and
ending February 28, 2006, (the "Severance Period"), Company will continue to pay
to Employee (or Employee's estate, in the case of his death) a monthly amount
equal to the Employee's monthly base salary of $15,750.00 as in effect as of the
date hereof. Such amount shall continue to be paid in accordance with the
prevailing payroll schedule for Company executives, subject to applicable tax
withholdings and other withholdings required by law. In addition, during the
Severance Period, the Company will pay to Employee in cash, an amount
representing the cost of COBRA payments for the Aetna QPOS plan, family coverage
level, through the end of the severance period.



b. Pursuant to paragraph 4(d) of the Employment
Agreement dated May 21, 2001 the Employee will be paid for all unused vacation
time since the inception of employment. The unused vacation time due to Employee
at the time of separation is two months vacation time which will be paid to
Employee in a lump sum in the Employee's final regular paycheck (non severance
check).

4. SURVIVAL OF CERTAIN PROVISIONS OF EMPLOYMENT AGREEMENT.
Notwithstanding anything to the contrary set forth in this Agreement, Section 6
and Section 7 of the Employment Agreement shall continue to remain in full force
and effect in accordance with the terms thereof, and Employee shall continue to
be bound by the terms thereof (as well as by any other terms of the Employment
Agreement relating to the enforceability and construction of said Sections 6 and
7).

5. WAIVER AND RELEASE. In consideration of the mutual obligations
and duties set forth herein, Employee and Company agree as follows:

a. Employee and Company hereby knowingly and voluntarily
waive, release and forever discharge the other party from any and all claims,
demands, damages, lawsuits, obligations, promises, and causes of action, both
known and unknown, whether now existing or arising in the future, at law or in
equity, relating to or arising out of Employee's employment with Company, the
Employment Agreement, compensation by Company, or separation of employment from
Company. However, nothing contained herein shall be interpreted to limit
Employee's or Company's right to enforce this Agreement through legal process.

b. Employee shall not disclose, either directly or
indirectly, any information whatsoever regarding any of the terms or the
existence of this Agreement to any person or organization, including but not
limited to members of the press and media, present and former employees of
Company, and persons or companies who do business with Company. The only
exceptions to Employee's promise of confidentiality herein is that Employee may
reveal such terms of this Agreement (i) as is necessary to comply with a request
made by the Internal Revenue Service; (ii) as otherwise compelled by a court or
agency of competent jurisdiction; (iii) as required by law; (iv) as is necessary
to comply with requests from Employee's accountants, attorneys, financial
advisors, or other professional advisors for legitimate business purposes or
personal financial planning, (v) to his immediately family members solely for
personal planning purposes (provided that such immediate family members
undertake to maintain the complete confidentiality of this Agreement), or (vi)
when and if this Agreement is included by the Company as a part of a securities
law filing that is actually filed with the Securities and Exchange Commission.

c. Employee agrees to release and forever discharge by
this Agreement the Company from all liabilities, causes of actions, charges,
complaints, suits, claims, obligations, , losses, damages, injuries, rights,
judgments, attorneys' fees, , bonds, bills, penalties, fines, and all other
legal responsibilities of any form whatsoever whether known or unknown, whether
suspected or unsuspected, whether fixed or contingent, whether in law or in
equity, including but not limited to those arising from any acts or omissions
occurring prior to the effective date of this Agreement, including those arising
by reason of any and all matters from the beginning of time to the present,
arising out of his past employment with, compensation during, and resignation
from



the Company. The Employee will have three months following the termination date
to submit for reimbursement all non-reimbursed cost and expense items that were
personally expended by the Employee in the due course of conducting business for
the Company prior to separation. Upon presentation of such costs and expenses to
the Company, Employee will be promptly reimbursed. Employee specifically
releases claims under all applicable state and federal laws, including but not
limited to, Title VII of the Civil Rights Act of 1964 as amended, the Fair Labor
Standards Act, the Rehabilitation Act of 1973, the Family Medical Leave Act, the
Employee Retirement Income Security Act, the Consolidated Omnibus Reconciliation
Act of 1986, the Americans with Disabilities Act, the Florida Civil Rights Act
of 1992, the Workers' Compensation Act, the Equal Pay Act, the Age
Discrimination in Employment Act of 1967 (Title 29, United States Code, Section
621, et seq.) ("ADEA"), as well as all common law claims, whether arising in
tort or contract.

d. In addition to the other provisions in this
Agreement, Employee hereby makes the following acknowledgments for the express
purpose of complying with the Older Workers' Benefits Protection Act, 29 U.S.C.
Section 626(f):

(1) Employee was over 40 years of age
when he was terminated without cause and when he signed this Agreement. Employee
realizes there are many laws and regulations prohibiting employment
discrimination or otherwise regulating employment or claims related to
employment pursuant to which Employee may have rights or claims, including the
Age Discrimination in Employment Act of 1967, as amended (the "ADEA"). Employee
hereby waive and release any rights or claims he may have under the ADEA.

(2) Employee was informed in writing
that he could consult with an attorney before signing this Agreement. Employee
acknowledges that he was given the opportunity to consider this Agreement for
twenty-one (21) days before signing it, and, if he signs it, to revoke it for a
period of seven (7) days thereafter. Regardless of when Employee signed this
Agreement, Employee acknowledges that his seven-day period will not be waived.
No payments will be made to Employee under Section 3 above until after the
seven-day revocation period expires.

6. EMPLOYMENT RECOMMENDATIONS; NON-DISPARAGEMENT.

a. Company hereby agrees that, in the event that a
future prospective employer of Employee seeks 1nformat10n from Company regarding
the competence, experience, or abilities of Employee, Company shall follow its
standard human resource guidelines, policies, and practices with respect to such
inquiry.

b. The parties to this Agreement shall each refrain from
making any written or oral statement or taking any action, directly or
indirectly, which the parties know or reasonably should know to be disparaging
or negative concerning Company or Employee, except as required by law. The
parties hereto shall also refrain from suggesting to anyone that any written or
oral statements be made which the parties know or reasonably should know to be
disparaging or negative concerning Company or Employee, or from urging or
influencing any person to make any such statement. This provision shall include,
but not be limited to, the requirement that the parties refrain from expressing
any disparaging or negative opinions concerning Company or
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Employee, Employee's resignation from Company, any of Company's officers,
directors, or employees, or other matters relative to Company's reputation as an
employer or any other matters relative to Employee's reputation as an employee
or executive. Company's and Employee's promises in this subsection, however,
shall not apply to any judicial or administrative proceeding in which Employee
or Company is a party or in which Employee or Company has been subpoenaed to
testify under oath by a government agency or by any third party. It addition,
the promises in this subsection shall also not apply to any statements made by
Employee in good faith in response to a request for information from an
authorized officer, agent, director, attorney, or other representative of the
Company .

7. RESIGNATION FROM OFFICES. Employee hereby agrees to resign,
effective as of February 28, 2004, from all offices which Employee holds with
Company and any subsidiary or affiliate of Company.

8. LITIGATION COOPERATION. Beginning on the date of this
Agreement and continuing at all times hereafter, Employee and Company shall,
without any additional compensation, provide each other with full cooperation
and reasonable assistance in connection with Company's defense of any litigation
against Company, its officers, its subsidiaries, or its affiliates arising out
of or relating to any circumstance, fact, event, or omission alleged to occur
while Employee was employed by Company. Employee shall at all times promptly be
reimbursed by the Company for any and all out-of-pocket expenses, including
travel expenses, that may be incurred by Employee in providing such cooperation
and assistance, and to the extent that Employee provides any such assistance or
cooperation after the Severance Period, the Employee also shall be compensated
for his time in providing such cooperation and assistance at a rate equivalent
to a per diem based upon his base salary as in effect under the Employment
Agreement as of the date hereof. Such cooperation and assistance shall include,
but not be limited to, access for research, being available for consultation,
for deposition and trial testimony, and for availability and execution of
discovery-related documents such as interrogatories, affidavits, requests for
production, requests for admissions, and responses to each, as deemed necessary.
Employee and Company further agree to provide their good will and good faith in
providing honest and forthright cooperation in all other aspects of their
defense of any such litigation

9. MISCELLANEOUS.

a. In the event any provision of this Agreement is found
to be unenforceable, void, invalid or unreasonable in scope, such provision
shall be modified to the extent necessary to make it enforceable, and as so
modified, this Agreement shall remain in full force and effect.

b. The paragraph headings in this Agreement are for
convenience only and do not form any part of or affect the interpretation of
this Agreement.

c. This Agreement may be executed in counterparts, each
of which shall be deemed an original of this Agreement and all of which, when
taken together, shall be deemed to constitute one and the same Agreement.

d. The waiver by any party of a breach of any condition
of this Agreement by the other party shall not be construed as a waiver of any
subsequent breach. No waiver of any right
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hereunder shall be effective unless in writing and signed by the party against
whom the waiver is sought to be enforced.

e. The rights and obligations of the parties under this
Agreement shall inure to the benefit of, and shall be binding upon, their
respective heirs, executors, administrators, successors, assigns, subsidiaries,
affiliates, directors, officers, employees, representatives and agents, as
applicable.

f. This Agreement constitutes the entire agreement of
the parties with respect to the subject matter hereof and supersedes any
previous employment agreements or contracts, whether written or oral, between
Company and Employee.

g. This Agreement shall be construed under, and governed
by, the laws of the State of Florida.

h. Employee and Company acknowledge that each has had
the opportunity to read, study, consider and deliberate upon this Agreement, and
to consult with legal counsel, and both parties fully understand and are in
complete agreement with all of the terms of this Agreement.

i. Nothing set forth herein shall be construed as
terminating or diminishing Employee's rights under that certain Indemnity
Agreement, dated May 21, 2003, between Company and Employee, and Employee shall
at all times hereafter continue to have the rights set forth in said Indemnity
Agreement. Additionally, Employee shall at all times hereafter continue to have
the maximum indemnification rights provided under the Delaware General
Corporation Law for Company officers.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the
day and year first above written.

COMPANY : EMPLOYEE:
LIQUIDMETAL TECHNOLOGIES, INC. R. BRIAN MCDOUGALL
By: /s/ John Kang By: /s/ Brian McDougall
“John Kang, Chairman, Chief R. Brian McDougall, individually

Executive Officer, and President



EXHIBIT 10.18

LIQUIDMETAL TECHNOLOGIES, INC.
25800 COMMERCENTRE DR., SUITE 100
LAKE FOREST, CALIFORNIA 92630

February 26, 2004

Mr. Brian McDougall
10203 Talbot Place
Tampa, FL 33626

Re: Amendment of Stock Option Agreements
Dear Mr. McDougall:

This letter agreement sets forth the terms upon which Liquidmetal
Technologies, Inc. (the "Company") has agreed to amend certain stock option
agreements between you and the Company. Effective as of the date of this letter
and notwithstanding the termination of your employment with the Company, the
Company has agreed that those options previously granted to you under the
Company's 1996 Stock Option Plan and 2002 Equity Incentive Plan (the "Plans")
that would have been exercisable at any time from the date hereof until two
years from the date hereof (February 26, 2006) will continue to be exercisable
by you or your estate as if you had by employed by the Company on an
uninterrupted basis at all times during such two-year period. Specifically, the
following stock options shall be subject to the two-year extension described in
the preceding sentence:

NUMBER OF

PLAN
1996 Stock Option
Plan

2002 Equity
Incentive Plan

2002 Equity
Incentive Plan

Notwithstanding the foregoing,

DATE OF STOCK

OPTION
AGREEMENT EXERCISE PRICE
May 21, 2001 $ 4.65

November 17,
2003 $ 2.49

November 17,
2003 $ 2.49

NUMBER OF
STOCK OPTIONS
INCLUDED IN
ORIGINAL GRANT

161,291

300, 000

200, 000

STOCK OPTIONS
INCLUDED IN
TWO-YEAR
EXTENSION

129,032

200, 000

80, 000

the options for which you will have an extended

exercise period, as set forth above, shall in all other respects continue to be
subject to the terms and conditions of the Plans and the applicable stock option
agreements (including conditions and restrictions on exercise and vesting).

-1-



If you are in agreement with the terms, conditions, and restrictions of
this letter agreement, please sign below to indicate your assent. Upon your
signature, this letter agreement shall be deemed to be an amended to the
above-referenced stock option agreements.

Sincerely,

/s/ David Binnie

David Binnie, Senior Vice President of
Administration

Acknowledged and Agreed as of
the 26th day of February, 2004.

Signature: /s/ Brian McDougall

R. Brian McDougall, individually

-2-



EXHIBIT 10.19
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (this "Agreement") is made and entered into
effective as of December 1, 2002 (the "Effective Date"), by and between
LIQUIDMETAL TECHNOLOGIES, a California corporation (the "Company"), and THOMAS
N. TROTTER (the "Employee").

RECITALS

WHEREAS, the Employee desires to be employed by the Company upon the
terms and conditions set forth in this Agreement; and

WHEREAS, the Company desires to assure itself of the Employee's
continued employment in the capacities set forth herein.

NOW, THEREFORE, in consideration of the foregoing recitals and for
other good and valuable consideration, the parties hereto covenant and agree as
follows:

1. EMPLOYMENT. The Company hereby employs Employee, and the
Employee hereby accepts such employment, upon the terms and conditions set forth
in this Agreement.

2. TERM. Subject to the terms and conditions of this Agreement,
including, but not limited to, the provisions for termination set forth in
Section 5 hereof, the employment of the Employee under this Agreement shall
commence on the Effective Date and shall continue through the close of business
on the third anniversary of the Effective Date (the "Initial Term"). Upon the
expiration of the Initial Term, the Employee's employment with the Company will
continue thereafter on a continuous basis until terminated by either Employee or
Company in accordance with the provisions of Section 5 hereof. Notwithstanding
the termination of Employee's employment by any means by any party, Sections 6,
7, and 12 of this Agreement shall continue to remain in full force and effect in
accordance with their respective terms.

3. DUTIES. Employee will initially serve as Senior Vice President
of Manufacturing_ of the Company. The Employee will devote Employee's entire
business time, attention, skill, and energy exclusively to the business of the
Company. The Employee shall assume and competently perform such reasonable
responsibilities and duties as may be assigned to the Employee from time to time
by the Board of Directors, Chairman of the Board, President, Chief Executive
Officer of the Company or their designee. To the extent that the Company shall
have any parent company, subsidiaries, affiliated corporations, partnerships, or
joint ventures (collectively "Related Entities"), the Employee shall perform
such duties to promote these entities and to promote and protect their
respective interests to the same extent as the interests of the Company without
additional compensation.

4. COMPENSATION.



(a) Annual Base Salary. As compensation for Employee's
services and in consideration for the Employee's covenants contained in this
Agreement, the Company shall pay the Employee an annual base salary of Two
Hundred Thousand and 00/100 dollars ($200,000.00). Such annual base salary
shall be payable in equal or as nearly equal as practicable installments in
accordance with the policy then prevailing for the Company's salaried employees,
and the annual base salary shall be subject to any tax and other withholdings or
deductions required by applicable laws and regulations. The Employee's annual
base salary will be reviewed by the Board of Directors or Chief Executive
Officer of the Company not less frequently than annually, and the annual base
salary may be adjusted in the sole discretion of the Board of Directors or Chief
Executive Officer. For purposes of this Agreement, the term "Salary Year" means
the 365-day period that begins on the Effective Date and each successive 365-day
period thereafter.

(b) Bonuses. In addition to the Employee's annual base
salary, during the term of the Employee's employment hereunder, the Employee
shall be entitled to only such bonuses or additional compensation as may be
granted to the Employee by the Board of Directors or Chief Executive Officer of
the Company, in their sole discretion.

(1) The Employee's target bonus under the Company's 2002
Annual Performance Bonus Program (or any successor
annual cash performance bonus plan) shall be thirty
five percent (35%) of his annual base salary as then
in effect. Eligibility for the bonus will be
contingent upon meeting individual objectives for the
Senior Vice President of Manufacturing position as
well as Company financial performance, as determined
by the Board of Directors or Chief Executive Officer
of the Company, in their sole discretion.

(ii) During the first Salary Year of the Initial Term, the
Employee will be guaranteed a minimum bonus equal to
the target bonus of 35% of the annual base salary as
then in effect.

(iii) During the second consecutive Salary Year of the
Initial Term, the Employee will be eligible for zero
percent (0%) to two hundred percent (200%) of the
target bonus (even if the applicable bonus program
specifies a lower maximum percentage). During such
Salary Year, the Employee will be guaranteed a
minimum bonus equal to 20% of the annual base salary
as then in effect.

(iv) During the third consecutive Salary Year of the
Initial Term, the Employee will again be eligible for
zero percent (0%) to two hundred percent (200%) of
the target bonus (even if the applicable bonus
program specifies a lower maximum percentage).

(c) Other Benefits. During the term of the Employee's
employment hereunder, the Employee shall be eligible to participate in such
retirement plan, life insurance, health insurance, disability insurance and
other benefits plans, if any, which the Company may from time
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to time make available to similar-level employees. At a minimum, Employee will
be entitled to the benefits specifically listed on Exhibit A hereto.

(d) Vacation. The Employee shall be entitled to vacation
in accordance with Company practice for similar-level employees and any vacation
policy in effect at a given time.

(e) Reimbursement of Expenses. The Employee shall be
reimbursed for all reasonable and customary travel and other business expenses
incurred by Employee in the performance of Employee's duties hereunder, provided
that such reimbursement shall be subject to, and in accordance with, any expense
reimbursement policies and/or expense documentation requirements of the Company
that may be in effect from time to time.

(f) Option Grant. In addition to the foregoing, in
consideration of the execution of this Agreement by the Employee, the Company
shall, on the date hereof, grant to the employee an option to purchase up to
150,000_ shares of the common stock of the Company in accordance with a stock
option agreement in the form set forth as Exhibit B hereto.

5. TERMINATION.

(a) Death. The Employee's employment under this Agreement
shall terminate immediately upon Employee's death. In the event of a termination
pursuant to this Section 5(a), the Employee's estate shall be entitled to
receive any unpaid base salary owing to Employee up through and including the
date of the Employee's death plus any unpaid bonus amounts that are accrued and
fully earned as of the date of Employee's death.

(b) Disability. If, during the term of the Employee's
employment hereunder, the Employee becomes physically or mentally disabled in
the determination of a physician appointed or selected by the Company, or, if
due to any physical or mental condition, the Employee becomes unable for a
period of more than sixty (60) days during any six-month period to perform
Employee's duties hereunder on substantially a full-time basis as determined by
a physician selected by the Company, the Company may, at its option, terminate
the Employee's employment upon not less than thirty (30) days written notice. In
the event of a termination pursuant to this Section 5(b), the Employee shall be
entitled to receive any unpaid base salary owing to Employee up through and
including the effective date of termination plus any unpaid bonus amounts that
are accrued and fully earned as of the effective date of termination

(c) Termination By Employee Without Cause. In addition to
the other termination provisions of this Agreement, the Employee may terminate
the employment at any time without cause (a "Voluntary Termination Without
Cause"). In the event of a Voluntary Termination Without Cause, the Employee
shall provide 30 days written notice prior to the effective date of the
Voluntary Termination Without Cause.

(d) Termination By Company Without Cause. In addition to
the other termination provisions of this Agreement, the Company may terminate
the Employee's employment at any time without cause (a "Termination Without
Cause"). In the event of an effective date of the Termination Without Cause
during the Initial Term, the Employee shall continue to receive the Employee's
base salary (as then in effect) during the remainder of the
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Initial Term and for an additional period of 12 months following the last day of
the Initial Term (the "Severance Period"). In the event of an effective date of
the Termination Without Cause following the last day of the Initial Term, the
Employees shall receive the Employee's base salary (as then in effect) for a
period of 12 months (the "Severance Period"). The Company shall reimburse
Employee for premiums paid for the continuation of group health care coverage
under the Consolidated Omnibus Budget Reconciliation Act of 1986 (COBRA) for the
remainder of the Initial Term (if applicable) and Severance Period, but for a
total period not to exceed eighteen (18) months, beginning with the first day of
the calendar month immediately following the effective date of a Termination
Without Cause. Employee agrees and acknowledges, however, that Employee will
forfeit the right to receive base salary and benefits during the Severance
Period immediately upon the Employee's breach of any covenant set forth in
Section 6 of this Agreement. The Employee will also forfeit the right to salary
and benefits during the Severance Period upon accepting employment with another
employer with comparable salary, and health benefits hereunder shall be
forfeited and shall cease upon the Employee becoming eligible for health
benefits from the Employee's new employer.

(e) Termination By Company With Cause. The Company may
terminate the Employee's employment at any time with Cause (a "Termination With
Cause"). As used in this Agreement, "Cause" shall include the following: (1) the
Employee's failure or inability to perform Employee's duties under this
Agreement; (2) dishonesty or other serious misconduct, (3) the commission of an
unlawful act material to Employee's employment, (4) a material violation of the
Company's policies or practices which reasonably justifies immediate
termination; (5) committing, pleading guilty, nolo contendre or no contest (or
their equivalent) to, entering into a pretrial intervention or diversion program
regarding, or conviction of, a felony or any crime or act involving moral
turpitude, fraud, dishonesty, or misrepresentation; (6) the commission by the
Employee of any act which could reasonably adversely affect or impact to a
material degree the interests of the Company or Related Entities or in some
manner injure the reputation, business, or business relationships of the Company
or Related Entities; (7) the Employee's inability to perform an essential
function of Employee's position; or (8) any material breach by Employee of this
Agreement. The Company may terminate this Agreement for Cause at any time
without notice. In the event of a Termination With Cause, the Company shall be
relieved of all its obligations to the Employee provided for by this Agreement
as of the effective date of the Termination With Cause, and all payments to the
Employee hereunder shall immediately cease and terminate as of such date, except
that Employee shall be entitled to the annual base salary hereunder up to and
including the effective date of the Termination With Cause.
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6. NONCOMPETITION, NONSOLICITATION, AND NONDISCLOSURE COVENANTS.

(a) Rationale for Restrictions. Employee acknowledges
that Employee's services hereunder are of a special, unique, and extraordinary
character, and Employee's position with the Company places Employee in a
position of confidence and trust with customers, suppliers, and other persons
and entities with whom the Company and its Related Entities have a business
relationship. The Employee further acknowledges that the rendering of services
under this Agreement will likely require the disclosure to Employee of
Confidential Information (as defined below), including Trade Secrets of the
Company, relating to the Company and/or Related Entities. As a consequence, the
Employee agrees that it is reasonable and necessary for the protection of the
goodwill and legitimate business interests of the Company and Related Entities
that the Employee make the covenants contained in this Section 6, that such
covenants are a material inducement for the Company to employ the Employee and
to enter into this Agreement, and that the covenants are given as an integral
part of and incident to this Agreement.

(b) Noncompetition and Nonsolicitation Covenants. As used
herein, the term "Restrictive Period" means the time period commencing on the
Effective Date of this Agreement and ending on the second (2nd) anniversary of
the date on which the Employee's employment by the Company (or any Related
Entity) expires or is terminated. The Employee agrees that, during the
Restrictive Period, the Employee will not utilize his or her knowledge of the
business of the Company or his or her relationships with investors, suppliers,
customers, clients, or financial institutions to compete with the Company or any
of the Related Entities in any business which directly competes with the Company
or any of the Related Entities at any time during the Employee's employment or
which engages in any business relating to the development, composition,
processing, application, marketing, or sale of amorphous alloys or amorphous
alloy products (a "Covered Business"). Additionally, the Employee agrees that
the Employee will not engage in any of the following acts anywhere in the world
during the Restrictive Period:

(1) directly or indirectly engage or invest in; own,
manage, operate, finance, control, or participate in
the ownership, management, operation, financing, or
control of; be employed by, associated with, or in
any manner connected with; lend the Employee's name
or any similar name to; lend Employee's credit to; or
render services or advice to, any business which
competes with, is engaged in, or carries on a Covered
Business;

(ii) directly or indirectly assist, promote or encourage
any existing or potential employees, customers,
clients, or vendors of the Company or any Related
Entity, as well as any other parties which have a
business relationship with the Company or a Related
Entity, to terminate, discontinue, or reduce the
extent of their relationship with the Company or a
Related Entity;

(iii) directly or indirectly solicit business of the same
or similar type as a Covered Business, from any
person or entity known by the Employee to be a
customer or client of the Company, whether or not the
Employee had contact with such person or entity
during the Employee's employment with the Company;
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(iv) disparage the Company, any Related Entities, and/or
any shareholder, director, officer, employee, or
agent of the Company or any Related Entity; and/or

(v) engage in any practice the purpose of which is to
intentionally evade the provisions of this Section 6
or intentionally commit any act which adversely
affects the Company, any Related Entity, or their
respective businesses.

Accordingly, the Employee agrees that the geographic scope of the above
covenants is a reasonable means of protecting the Company's (and the Related
Entities') legitimate business interests. Notwithstanding the foregoing
covenants, nothing set forth in this Agreement shall prohibit the Employee from
owning the securities of (i) corporations which are listed on a national
securities exchange or traded in the national over-the-counter market in an
amount which shall not exceed 5% of the outstanding shares of any such
corporation or (ii) any corporation, partnership, firm or other form of business
organization which does not compete with, is not engaged in, and does not carry
on any aspect of, either directly or indirectly through a subsidiary or
otherwise, any Covered Business.

(c) Disclosure of Confidential Information. The Employee
acknowledges that the inventions, innovations, software, Trade Secrets, business
plans, financial strategies, finances, and all other confidential or proprietary
information with respect to the business and operations of the Company and
Related Entities are valuable, special, and unique assets of the Company.
Accordingly, the Employee agrees not to, at any time whatsoever either during or
after the Employee's term of employment with the Company (unless legally
required to do so by subpoena in which case the Employee must supply a copy of
the subpoena to the Company within five business days of receipt), disclose,
directly or indirectly, to any person or entity, or use or authorize any person
or entity to use, any confidential or proprietary information with respect to
the Company or Related Entities without the prior written consent of the
Company, including, without limitation, information as to the financial
condition, results of operations, identities of clients or prospective clients,
products under development, acquisition strategies or acquisitions under
consideration, pricing or cost information, marketing strategies, passwords or
codes or any other information relating to the Company or any of the Related
Entities which could be reasonably regarded as confidential (collectively
referred to as "Confidential Information"). However, the term "Confidential
Information" does not include any information which is or shall become generally
available to the public other than as a result of disclosure by the Employee or
by any person or entity which the Employee knows (or which the Employee
reasonably should know) has a duty of confidentiality to the Company or a
Related Entity with respect to such information. In addition to the foregoing,
Company will be fully entitled to all of the protections and benefits afforded
by the Florida Uniform Trade Secrets Acts and any other applicable law. For
purposes of this Agreement, "Trade Secret" shall mean information, including a
formula, pattern, compilation, program, device, method technique, or process,
that derives independent economic value, actual or potential, from being not
generally known to, and not being readily ascertainable by proper means by,
other persons who can derive economic value from its disclosure or use,
including but not limited to the patented information and processes as well as
the unpatented information and processes comprising, underlying, arising from,
and associated



with Liquidmetal(R) Alloys and Liquidmetal(R) Coatings made, used, or sold by
the Company or any Related Entities.

(d) Prevention of Premature Disclosure of Confidential
Information and Trade Secrets. The Employee agrees and acknowledges that,
because the success of the Company is heavily dependent upon maintaining the
secrecy of the Company's Confidential Information and Trade Secrets and
preventing the premature public disclosure of the Company's proprietary
information and technology including its Confidential Information and Trade
Secrets, the Employee agrees to use the Employee's best efforts and his or her
highest degree of care, diligence, and prudence to ensure that no Confidential
Information or Trade Secret leaks or otherwise prematurely makes its way into
the public domain or any public forum, including, without limitation, into any
trade publications, internet chat rooms, or other similar forums. In the event
that the Employee becomes aware of any leak of Confidential Information or Trade
Secret or becomes aware of any circumstances creating a risk of such a leak, the
Employee shall immediately inform the Board of Directors, or the Chief Executive
officer of such leak or of such circumstances.

(e) Removal and Return of Proprietary Items. The Employee
will not remove from the Company's premises (except to the extent such removal
is for purposes of the performance of the Employee's duties at home or while
traveling, and under such conditions and restrictions as are specifically
authorized and/or required by the Company) or transmit by any means, electronic
or otherwise, any document, record, notebook, plan, model, component, device,
computer software or code, or Confidential Information or Trade Secret, whether
embodied in a disk or in any other form, including electronic form, relating to
the Company, any Related Entity, or their respective businesses (collectively,
the "Proprietary Items"). The Employee recognizes that, as between the Company
and the Employee, all of the Proprietary Items, whether or not developed by the
Employee, are the exclusive property of the Company. Upon termination of
Employee's employment with the Company by either party (regardless of the reason
for termination), or upon the request of the Company during the term of
employment, the Employee will return to the Company all of the Proprietary Items
in the Employee's possession or subject to the Employee's control, and the
Employee shall not retain any copies, abstracts, sketches, or other physical
embodiment of any of the Proprietary Items, Confidential Information, Trade
Secret or any part thereof.

(f) Enforcement and Remedies. In the event of any breach
of any of the covenants set forth in this Section 6, the Employee recognizes
that the remedies at law will be inadequate and that in addition to any relief
at law which may be available to the Company for such violation or breach and
regardless of any other provision contained in this Agreement, the Company shall
be entitled to equitable remedies (including an injunction) and such other
relief as a court may grant after considering the intent of this Section 6.
Additionally, the period of time applicable to any covenant set forth in this
Section 6 will be extended by the duration of any violation by Employee of such
covenant. In the event a court of competent jurisdiction determines that any of
the covenants set forth in this Section 6 are excessively broad as to duration,
geographic scope, prohibited activities or otherwise, the parties agree that
this covenant shall be reduced or curtailed to the extent, but only to the
extent, necessary to render it enforceable.
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7. EMPLOYEE INVENTIONS.

(a) Definition. For purposes of this Agreement, "Employee
Invention" means any idea, invention, technique, modification, process, or
improvement (whether patentable or not), any industrial design (whether
registerable or not), and any work of authorship (whether or not copyright
protection may be obtained for it) created, conceived, or developed by the
Employee, either solely or in conjunction with others, during the Employee's
employment with the Company or during the twenty four (24) month period
following such employment, that relates in any way to, or is useful in any
manner in, the businesses then being conducted or proposed to be conducted by
the Company or any Related Entity during the Employment Period.

(b) Ownership of Employee Inventions. Employee agrees and
acknowledges that all Employee Inventions will belong exclusively to the Company
and that all Employee Inventions are works made for hire and the property of the
Company, including any copyrights, patents, or other intellectual property
rights pertaining thereto. If it is determined that any such works are not works
made for hire, the Employee hereby assigns to the Company all of the Company's
right, title, and interest, including all rights of copyright, patent, and other
intellectual property rights, to or in such Employee Inventions. The Employee
covenants that the Employee will promptly:

(1) disclose to the Company in writing any Employee
Invention;
(ii) assign to the Company or to a party designated by the

Company, at the Company's request and without
additional compensation, all of the Employee's right
to the Employee Invention for the United States and
all foreign jurisdictions;

(iii) execute and deliver to the Company such applications,
assignments, and other documents as the Company may
request in order to apply for and obtain patents or
other registrations with respect to any Employee
Invention in the United States and any foreign
jurisdictions;

(iv) sign all other papers necessary to carry out the
above obligations; and

(v) give testimony and render any other assistance in
support of the Company's rights to any Employee
Invention.
8. ESSENTIAL AND INDEPENDENT COVENANTS. The Employee's covenants

in Sections 6 and 7 of this Agreement are independent covenants, and the
existence of any claim by the Employee against the Company under this Agreement
or otherwise will not excuse the Employee's breach of any covenant in Section 6
or 7. The covenants of Sections 6 and 7 shall survive the termination,
extinguishment, or lapse of this Agreement under any circumstances, even if this
Agreement is terminated by either party, whether for Cause or not.

9. REPRESENTATIONS AND WARRANTIES BY THE EMPLOYEE. The Employee
represents and warrants to the Company that the execution and delivery by the
Employee of this Agreement do not, and the performance by the Employee of the
Employee's obligations hereunder will not,
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with or without the giving of notice or the passage of time, or both: (a)
violate any judgment, writ, injunction, or order of any court, arbitrator, or
governmental agency applicable to the Employee, or (b) conflict with, result in
the breach of any provisions of or the termination of, or constitute a default
under, any agreement to which the Employee is a party or by which the Employee
is or may be bound, including, without limitation, any noncompetition agreement
or similar agreement. Employee further represents and warrants that Employee
fully and completely understands this Agreement and that Employee has engaged in
negotiations with the Company and has either consulted with an attorney of
Employee's choice or has had ample opportunity to do so and is fully satisfied
with the opportunity Employee has had.

10. NOTICES. For purposes of this Agreement, notices and all other
communications provided for herein shall be in writing and shall be deemed to
have been duly given when hand-delivered, sent by facsimile transmission (as
long as receipt is acknowledged), or mailed by United States certified or
registered mail, return receipt requested, postage prepaid, addressed to the
address or facsimile number for each party set forth on the signature page
hereto, or to such other address or facsimile number as either party may have
furnished to the other in writing in accordance herewith, except that a notice
of change of address shall be effective only upon receipt.

11. MISCELLANEOUS. No provision of this Agreement may be modified
or waived unless such waiver or modification is agreed to in writing signed by
both of the parties hereto. No waiver by any party hereto of any breach by any
other party hereto shall be deemed a waiver of any similar or dissimilar term or
condition at the same or at any prior or subsequent time. This Agreement is the
entire agreement between the parties hereto with respect to the Employee's
employment by the Company, and there are no agreements or representations, oral
or otherwise, expressed or implied, with respect to or related to the employment
of the Employee which are not set forth in this Agreement. This Agreement shall
be binding upon, and inure to the benefit of, the Company, its respective
successors and assigns, and the Employee and Employee's heirs, executors,
administrators and legal representatives. The duties and covenants of the
Employee under this Agreement, being personal, may not be delegated or assigned
by the Employee without the prior written consent of the Company, and any
attempted delegation or assignment without such prior written consent shall be
null and void and without legal effect. The parties agree that if any provision
of this Agreement shall under any circumstances be deemed invalid or
inoperative, the Agreement shall be construed with the invalid or inoperative
provision deleted and the rights and obligations of the parties shall be
construed and enforced accordingly. This Agreement may be assigned by the
Company without the consent of the Employee, provided, however, that the
Employee is given notice of the assignment. If any action is brought by either
party under or relating to this Agreement, the prevailing party in any such
action shall be entitled to recover all of its out-of-pocket costs and expenses
in bringing or defending such action, including, but not limited to, its or his
reasonable attorneys' fees.

12. GOVERNING LAW; RESOLUTION OF DISPUTES. The validity,
interpretation, construction, and performance of this Agreement shall be
governed by the laws of the State of Florida without regard to principles of
choice of law or conflicts of law thereunder. Any action or proceeding seeking
to enforce any provision of, or based on any right arising out of, this
Agreement shall be brought exclusively in the courts of the State of Florida,
County of



Hillsborough, or, if it has or can acquire jurisdiction, in the United States
District Court located in Hillsborough County, Florida, and each of the parties
consents to the jurisdiction of such courts (and of the appropriate appellate
courts) in any such action or proceeding and waives any objection to venue laid
therein. Process in any action or proceeding referred to in the preceding
sentence may be served on either party anywhere in the world. The parties hereto
agree that having venue and jurisdiction solely in Florida is reasonable in that
the headquarters for the Company is in Tampa, Hillsborough County, Florida and
that site for litigation is the most central for such matters. THE PARTIES
HEREBY WAIVE A JURY TRIAL IN ANY LITIGATION ARISING UNDER OR RELATING TO THIS
AGREEMENT OR THE EMPLOYMENT OF THE EMPLOYEE WITH THE COMPANY. This Agreement
shall not be construed against either party but shall be construed without
regard to the participation of either party in the drafting of this Agreement or
any part thereof.

13. COUNTERPARTS; FACSIMILE SIGNATURES. This Agreement may be
executed in one or more counterparts, each of which shall be deemed an original,
but all of which together shall constitute one and the same instrument. This
Agreement may be effective upon the execution and delivery by any party hereto
of facsimile copies of signature pages hereto duly executed by such party;
provided, however, that any party delivering a facsimile signature page
covenants and agrees to deliver promptly after the date hereof two (2) original
copies to the other party hereto.

14. MODIFICATION BY THE COURT. In the event that any provision or
Section of this Agreement violates any law of the state of Florida or is for
some other reason unenforceable as written in the state of Florida, the Employee
and the Company agree that the unenforceable provision or Section should not
cause the entire Agreement to become unenforceable unless it is caused to fail
in its essential purpose. In the event that any provision or Section of this
Agreement violates any law of the state of Florida or is for some other reason
unenforceable as written in the state of Florida, the Employee agrees that the
provision should be reduced in scope or length or otherwise modified by the
Court, if possible under the law, to cause the provision or section of the
Agreement to be legal and enforceable but to still provide to the Company the
maximum protection available to it under the law.

IN WITNESS WHEREOF, the parties have executed this Agreement
as of the day and year first above written.

LIQUIDMETAL TECHNOLOGIES

By: /s/ John Kang

John Kang, President and Chief Executive
Officer

Liquidmetal Technologies
100 North Tampa Street
Suite 3150
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Tampa, FL 33602
Facsimile Number: [ ]

EMPLOYEE

By: /s/ Thomas Trotter

Printed Name:

Address and Facsimile Number:
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EXECUTION COPY
EXHIBIT 10.20
EMPLOYMENT SEPARATION AGREEMENT

THIS EMPLOYMENT SEPARATION AGREEMENT (this "Agreement") is
made and entered into as of the 6th day of November, 2003, by and between
LIQUIDMETAL TECHNOLOGIES, INC., a Delaware corporation ("Company"), and THOMAS
N. TROTTER, an individual ("Employee").

RECITALS:

A. Pursuant to the Employment Agreement, dated December
1, 2002, by and between Company and Employee (the "Employment Agreement"),
Employee is currently employed by Company as Senior Vice President of
Manufacturing of Company.

B. Employee wishes to terminate his employment with
Company .

C. Employee and Company have reached agreement on the
terms of Employee's departure, and both parties view their separation as
amicable.

NOW, THEREFORE, in consideration of the premises and covenants
contained in this Agreement, the parties hereto, intending to be legally bound,
agree as follows:

1. RECITALS. The above recitals are true and correct and are made
a part hereof.

2. TERMINATION OF EMPLOYMENT AGREEMENT. Company and Employee
hereby agree that, except as specifically provided in this Agreement, the
Employment Agreement is terminated effective December 31, 2003, and except as
set forth in Section 5 below and except as otherwise specifically provided in
this Agreement, neither Company nor Employee shall have any further rights,
obligations, or duties under the Employment Agreement as of December 31. 2003.
During the period between the execution of this Agreement and December 31, 2003,
Employee will continue to be available for consultation, guidance, project
completion, and travel to any of the Company locations, if necessary, and as
directed by the Chief Operating Officer.

3. SEPARATION PAYMENTS. In consideration of Employee's agreement
to the terms of this Agreement, Company will pay Employee the following amounts
(the "Separation Payments"):

a. Company will continue to pay to Employee an amount
equal to the Employee's base salary of $8,333.33 semi-monthly as in effect under
the Employment Agreement until December 31, 2003. Such base salary shall
continue to be paid in accordance with the prevailing payroll schedule for
Company executives, subject to applicable tax withholdings and other
withholdings required by law, provided that the first payment will not be made
any earlier than the eighth (8th) day following the date Employee executes this
Agreement.

b. On January 1, 2004, or the eighth (8th) day following
the date Employee executes this Agreement, whichever comes last, Company shall
pay to Employee, in a lump sum,



Seventy Thousand Dollars and 00/100 ($70,000.00), less applicable tax
withholdings, representing the dollar value of the bonus that Employee would
have otherwise been entitled to under the Employment Agreement.

c. As promptly as practicable following the execution of
this Agreement, and in no event later than the eighth (8th) day following the
date Employee executes this Agreement, the Company will, in accordance with the
Company's standard expense reimbursement policies, reimburse Employee for all
appropriately documented travel and other Company expense items submitted by
Employee for reimbursement. Thereafter, the Company will, in accordance with the
Company's standard expense reimbursement policies, promptly reimburse Employee
for any additional Company expenses appropriately incurred by Employee prior to
December 31, 2003.

d. For the period beginning on January 1, 2004 and
ending December 31, 2004, (the "Severance Period"), Company will continue to pay
to Employee (or Employee's estate, in the case of his death) an amount equal to
the Employee's base salary of $8,333.33 semi-monthly as in effect under the
Employment Agreement as of the date hereof. Such amount shall continue to be
paid in accordance with the prevailing payroll schedule for Company executives,
subject to applicable tax withholdings and other withholdings required by law.
In addition, the Company will pay the premium for health insurance coverage
during the Severance Period for Employee, his spouse, and his children under the
Company's health plan in accordance with the Consolidated Omnibus Budget
Reconciliation Act of 1985 (COBRA).

e. Employee agrees and acknowledges that, in the event
the Company reasonably determines in good faith that Employee has committed a
breach of this Agreement or has breached any of the provisions of the Employment
Agreement that continue to remain in effect pursuant to Section 5 hereof, then
the Company's obligation to make payments under Section 4(a), (b), (c), and (d)
above shall immediately terminate and cease, and Employee will thereafter no
longer be entitled to receive any compensation or payment from the Company.

4, SURVIVAL OF CERTAIN PROVISIONS OF EMPLOYMENT AGREEMENT.
Notwithstanding anything to the contrary set forth in this Agreement, Section 6
and Section 7 of the Employment Agreement shall continue to remain in full force
and effect in accordance with the terms thereof, and Employee shall continue to
be bound by the terms thereof (as well as by any other terms of the Employment
Agreement relating to the enforceability and construction of said Sections 6 and
7).

5. WAIVER AND RELEASE. In consideration of the obligations and
duties of Company set forth herein, Employee agrees as follows:

a. Employee and Company hereby knowingly and voluntarily
waive, release and forever discharge the other party from any and all claims,
demands, damages, lawsuits, obligations, promises, and causes of action, both
known and unknown, whether now existing or arising in the future, at law or in
equity, relating to or arising out of Employee's employment with Company, the
Employment Agreement, compensation by Company, or separation of employment from
Company. However, nothing contained herein shall be interpreted to limit
Employee's or Company's right to enforce this Agreement through legal process.
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b. Employee shall not disclose, either directly or
indirectly, any information whatsoever regarding any of the terms or the
existence of this Agreement to any person or organization, including but not
limited to members of the press and media, present and former employees of
Company, and persons or companies who do business with Company. The only
exceptions to Employee's promise of confidentiality herein is that Employee may
reveal such terms of this Agreement (i) as is necessary to comply with a request
made by the Internal Revenue Service; (ii) as otherwise compelled by a court or
agency of competent jurisdiction; (iii) as required by law; (iv) as is necessary
to comply with requests from Employee's accountants, attorneys, financial
advisors, or other professional advisors for legitimate business purposes or
personal financial planning, (v) to his immediately family members solely for
personal planning purposes (provided that such immediate family members
undertake to maintain the complete confidentiality of this Agreement), or (vi)
when and if this Agreement is included by the Company as a part of a securities
law filing that is actually filed with the Securities and Exchange Commission.

c. Employee agrees to release and forever discharge by
this Agreement the Company from all liabilities, causes of actions, charges,
complaints, suits, claims, obligations, costs, losses, damages, injuries,
rights, judgments, attorneys' fees, expenses, bonds, bills, penalties, fines,
and all other legal responsibilities of any form whatsoever whether known or
unknown, whether suspected or unsuspected, whether fixed or contingent, whether
in law or in equity, including but not limited to those arising from any acts or
omissions occurring prior to the effective date of this Agreement, including
those arising by reason of any and all matters from the beginning of time to the
present, arising out of his past employment with, compensation during, and
resignation from the Company. Employee specifically releases claims under all
applicable state and federal laws, including but not limited to, Title VII of
the Civil Rights Act of 1964 as amended, the Fair Labor Standards Act, the
Rehabilitation Act of 1973, the Family Medical Leave Act, the Employee
Retirement Income Security Act, the Consolidated Omnibus Reconciliation Act of
1986, the Americans with Disabilities Act, the Florida Civil Rights Act of 1992,
the Workers' Compensation Act, the Equal Pay Act, the Age Discrimination in
Employment Act of 1967 (Title 29, United States Code, Section 621, et seq.)
("ADEA"), as well as all common law claims, whether arising in tort or contract.

d. In addition to the other provisions in this
Agreement, Employee acknowledges that the information in the following
paragraphs is included for the express purpose of complying with the Older
Workers' Benefits Protection Act, 29 U.S.C. Section 626(f):

i. I, Thomas N. Trotter, was over 40 years of
age when I resigned my employment and when I signed this Agreement. I realize
there are many laws and regulations prohibiting employment discrimination or
otherwise regulating employment or claims related to employment pursuant to
which I may have rights or claims, including the Age Discrimination in
Employment Act of 1967, as amended (the "ADEA"). I hereby waive and release any
rights or claims I may have under the ADEA.

ii. By signing this Agreement, I state that I am
receiving compensation and severance benefits to which I was not otherwise
entitled. I am waiving and releasing all claims
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against the Company that I may have based on my age. I am not waiving any claim
or action under the ADEA based upon rights or claims that may arise after the
date I sign this Agreement.

iii. I am being given continued compensation as\
specified in Section 4 hereof in exchange for the release and waiver of all
claims that I am agreeing to herein. This continued compensation is in addition
to anything of value to which I am already entitled in that I am receiving this
continued compensation without having to perform services of an equal value.

iv. I was informed in writing that I could
consult with an attorney before signing this Agreement. I acknowledge that I was
given the opportunity to consider this Agreement for twenty-one (21) days before
signing it, and, if I sign it, to revoke it for a period of seven (7) days
thereafter. Regardless of when I signed this Agreement, I acknowledge that my
seven-day period will not be waived. No payments will be made to me until after
the seven-day revocation period expires.

6. EMPLOYMENT RECOMMENDATIONS; NON-DISPARAGEMENT. Company hereby
agrees that, in the event that a future prospective employer of Employee seeks
information from Company regarding the competence, experience, or abilities of
Employee, Company shall follow its standard human resource guidelines, policies,
and practices with respect to such inquiry. In addition, the parties shall each
refrain from making any written or oral statement or taking any action, directly
or indirectly, which the parties know or reasonably should know to be
disparaging or negative concerning Company or Employee, except as required by
law. The parties hereto shall also refrain from suggesting to anyone that any
written or oral statements be made which the parties know or reasonably should
know to be disparaging or negative concerning Company or Employee, or from
urging or influencing any person to make any such statement. This provision
shall include, but not be limited to, the requirement that the parties refrain
from expressing any disparaging or negative opinions concerning Company or
Employee, Employee's resignation from Company, any of Company's officers,
directors, or employees, or other matters relative to Company's reputation as an
employer or any other matters relative to Employee's reputation as an employee
or executive. Company's and Employee's promises in this subsection, however,
shall not apply to any judicial or administrative proceeding in which Employee
or Company is a party or in which Employee or Company has been subpoenaed to
testify under oath by a government agency or by any third party.

7. RESIGNATION FROM OFFICES. Employee hereby resigns, effective
as of the date hereof, from all offices which Employee holds with Company and
any subsidiary or afflllate of Company.

8. LITIGATION COOPERATION. Beginning on the date of this
Agreement and continuing at all times hereafter, Employee and Company shall,
without any additional compensation except as provided herein, provide each
other with full cooperation and reasonable assistance in connection with
Company's defense of any litigation against Company, its officers, its
subsidiaries, or its affiliates arising out of or relating to any circumstance,
fact, event, or omission alleged to occur while Employee was employed by
Company. Employee shall at all times promptly be reimbursed by the Company for
any and all out-of-pocket expenses, including travel expenses, that may be
incurred by Employee in providing such cooperation and assistance, and to the
extent that Employee provides any such assistance or cooperation after the
Severance Period, the Employee



also shall be compensated for his time in providing such cooperation and
assistance at a rate equivalent to a per diem based upon his base salary as in
effect under the Employment Agreement as of the date hereof. Such cooperation
and assistance shall include, but not be limited to, access for research, being
available for consultation, for deposition and trial testimony, and for
availability and execution of discovery-related documents such as
interrogatories, affidavits, requests for production, requests for admissions,
and responses to each, as deemed necessary. Employee and Company further agree
to provide their good will and good faith in providing honest and forthright
cooperation in all other aspects of their defense of any such litigation.

9. MISCELLANEOUS.

a. In the event any provision of this Agreement is found
to be unenforceable, void, invalid or unreasonable in scope, such provision
shall be modified to the extent necessary to make it enforceable, and as so
modified, this Agreement shall remain in full force and effect.

b. The paragraph headings in this Agreement are for
convenience only and do not form any part of or affect the interpretation of
this Agreement.

c. This Agreement may be executed in counterparts, each
of which shall be deemed an original of this Agreement and all of which, when
taken together, shall be deemed to constitute one and the same Agreement.

d. The waiver by any party of a breach of any condition
of this Agreement by the other party shall not be construed as a waiver of any
subsequent breach. No waiver of any right hereunder shall be effective unless in
writing and signed by the party against whom the waiver is sought to be
enforced.

e. The rights and obligations of the parties under this
Agreement shall inure to the benefit of, and shall be binding upon, their
respective heirs, executors, administrators, successors, assigns, subsidiaries,
affiliates, directors, officers, employees, representatives and agents, as
applicable.

f. This Agreement constitutes the entire agreement of
the parties with respect to the subject matter hereof and supersedes any
previous employment agreements or contracts, whether written or oral, between
Company and Employee.

g. This Agreement shall be construed under, and governed
by, the laws of the State of Florida.

h. Employee and Company acknowledge that each has had
the opportunity to read, study, consider and deliberate upon this Agreement, and
to consult with legal counsel, and both parties fully understand and are in
complete agreement with all of the terms of this Agreement.

10. Employee agrees, as consideration for and as a condition to
the execution of this Agreement by Company, to execute on the last day of his
employment with Company the Final Separation Agreement and General Release which
is incorporated as Exhibit 1 to this Agreement.
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IN WITNESS WHEREOF, the parties have executed this Agreement
as of the day and year first above written.

COMPANY : EMPLOYEE:
LIQUIDMETAL TECHNOLOGIES, INC. THOMAS N. TROTTER
By: /s/ John Kang By: /s/ Thomas Trotter
“John Kang, Chairman, Chief Thomas N. Trotter, individually

Executive Officer, and President



EXHIBIT 10.28
SHARE TRANSFER AGREEMENT

This Agreement, dated February 28, 2004, is entered into among the
following parties:

(1) Liquidmetal Korea Co., Ltd., a company having its principal office at
884, Uhyun Hansan Industrial Complex, Uhyun-ri, Chungbook-myun,
Pyungtaek City, Kyunggi Province, (hereinafter, the "Transferor");

(2) Suh, Joo Ho, an individual residing at 404-503 Hyundai 4-cha Apt.,
Hyosung 2-dong, Kyeyang-ku, Incheon City (hereinafter, the
"Transferee"); and

(3) Dongyang Induction Co., Ltd., a company located at 223-580,
Seoknam-dong, Seo-gu, Incheon City (hereinafter, the "Company").

RECITALS

The Transferor owns 7,800 common shares issued by the Company with a
par value of W5,000 (hereinafter, the "Transfer Shares"), and the Transfer
Shares comprise 51% of the Company's total issued shares.

The Transferee is a shareholder who owns 49% of the Company's total
issued shares and is the incumbent Representative Director of the Company.

The Transferor and the Transferee agree as follows as the Transferor
desires to transfer the Transfer Shares to the Transferee and the Transferee
desires to acquire them.

Article 1 (Share Transfer)

The Transferor shall transfer the Transfer Shares to the Transferee on
the closing date of this Agreement, and the Transferee shall acquire them. The
transfer price shall be W96,000,000. Because the Transferee has been in charge
of the Company management, the Transferor does not make any representation or
warranties whatsoever relating to the status of the Company in connection with
the transfer of the Transfer Shares.

Article 2 (Handling of Company's Claim against Growell Metal Co., Ltd.)
(1) The Company supplied certain products to Growell Metal in

accordance with the Vacuum Melting Furnace and Pump System Supply Agreement and
the 50Kg VIM Simple Type



Vacuum Melting Furnace Supply Agreement entered into with Growell Metal on
October 19, 2002 (collectively, the "Growell Supply Agreements"), and the
Company hereby confirms that the purchase price for the foregoing products in
the amount of W184,950,000 (including VAT) has not been paid by Growell Metal
yet.

(2) The Company hereby confirms that (i) the Transferor currently
is in possession of the above products supplied by the Company to Growell Metal
pursuant to the Growell Supply Agreements and (ii) with respect to the above
product, the Company has an obligation under the Growell Supply Agreements to
repair the defects in the product specified in Attachment 1 entitled V.I.M.
Device Normalization Complement Details.

(3) In lieu of the transfer payment for the Transfer Shares, the
Transferee shall affirmatively relinquish on the closing date W96, 000,000 out of
w184,950, 000 which is the total claim amount for the product supply price
discussed in Paragraph (1) above which the Company has against Growell Metal.
The Transferor confirms that the claim amount which is to be relinquished as
mentioned in the above will substitute for the payment of the transfer price.

(4) With respect to the product supply price claim of w88,950, 000
which remains after the relinquishment specified in Paragraph (3) above, the
Transferor shall pay to the Transferee W30,000,000 on June 30, 2004, W30,000,000
on September 30, 2004 and W17,950,000 on December 31, 2004. The remaining
balance of W11,000,000 thereafter shall be paid by the Transferor to the
Transferee after the completion of the defect repair obligation mentioned in
Paragraph (2) above. The Transferee hereby agrees to relinquish its claim
against Growell Metal in the amount corresponding to the foregoing payments to
be paid [by the Transferor to the Transferee] such that the Transferee's claim
against Growell Metal shall completely be relinquished upon the completion of
the foregoing payments.

Article 3 (Closing Date)

(1) The transfer of the Transfer Shares under this Agreement shall
close on March 9, 2004.

(2) On the closing date, the Transferor shall deliver the share
certificates to the Transferee, and the Transferee shall be deemed to have
relinquished a portion of its claim against Growell Metal as provided for in
Article 2(3).

Article 4 (Indemnification)

The Transferor, the Transferee and the Company hereby (i) confirm that,
upon the closing of this Agreement, there exists no claim or obligation
whatsoever among themselves in connection with the Growell Supply Agreements,
except for the claims and obligations specified in this Agreement and (ii) agree
not to make any claims or exercise any rights upon the closing of this agreement
in connection with the Growell Supply Agreements, except for those specified in
this agreement, regardless of whether they were aware or not aware of them.
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Article 5 (Dispute Resolution)

The Seoul District Court shall be the court of first instance for the
disputes related to this Agreement.

IN WITNESS WHEREOF, the parties have caused this Agreement to be
executed by their duly authorized representatives.

Liquidmetal Korea Co., Ltd. Suh, Joo Ho,
/s/ Young Mo Lee /s/ Joo Ho Suh
Name: Lee, Young Mo (seal) Name: Suh, Joo Ho (seal)

Title: Representative Director
DONGYANG YUDORO CO., LTD.
/s/ Joo Ho Suh

Name: Suh, Joo Ho (seal)
Title: Representative Director

TRANSLATION CERTIFICATE

The undersigned hereby certifies that the above is a true and correct English
translation of the original Share Transfer Agreement, which was in the Korean
language.

By /s/ Young Mo Lee

Young Mo Lee, Representative Director,
Liquidmetal Korea Co., Ltd.

Dated: March 15, 2004



ATTACHMENTS
V.I.M. Device Normalization Complement Details
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EXHIBIT 10.29
SETTLEMENT AGREEMENT

This settlement agreement (this "Settlement Agreement") is made and entered into
on January 10, 2004, by and between Liquidmetal Korea Co., Ltd., a company
incorporated and existing under the laws of Korea, having its principal office
at 884, Uhyun Hansan Industrial Complex, Uhyun-ri, Chungbook-myun, Pyungtaek
City, Kyunggi Province, Republic of Korea ("Liquidmetal Korea")and Growell Metal
Co., Ltd., a company incorporated and existing under the laws of Korea, having
its principal office at 166, Shinhang-ri, Doonpo-myun, Ansan City, Choongnam
Province, Republic of Korea ("Growell Metal").

RECITALS

WHEREAS, Liquidmetal Korea and Growell Metal have entered into a product supply
agreement dated June 14, 2002 for the supply by Growell Metal of certain
Liquidmetal alloy products to Liquidmetal Korea (the "Product Supply
Agreement");

WHEREAS, in connection with the relationship established by the Product Supply
Agreement, Growell Metal has purchased from Liquidmetal Korea, pursuant to
various purchase orders, certain equipment used in the production of the
above-referenced Liquidmetal alloy products;

WHEREAS, Liquidmetal Korea and Growell Metal have entered into a diecasting
technology transfer and equipment sales agreement dated March 24, 2003 for the
transfer and sale by Liquidmetal Korea of certain diecasting technology and
equipments to Growell Metal (the "Diecasting Technology Transfer and Equipment
Sales Agreement");

WHEREAS, certain disputes arose thereafter between the parties in connection
with the Product Supply Agreement (the "Dispute");

WHEREAS, Growell Metal sent notice letters dated November 4, 2003 and December
11, 2003 to Liquidmetal Korea in which Growell Metal sought, among other things,
to pursue claims against Liquidmetal Korea arising from the Product Supply
Agreement (the "Claim");

WHEREAS, Growell Metal owes Liquidmetal Korea a payment in the amount of

KRW2, 454,000,000 for the purchase by Growell Metal of die casting machines from
Liquidmetal Korea on or around March 2003 pursuant to the Diecasting Technology
Transfer and Equipment Sales Agreement (the "Receivable"); and

WHEREAS, the parties now desire to enter into this Settlement Agreement for an
amicable resolution of any and all disputes between them, including without
limitation the disputes relating to the Product Supply Agreement.



NOW, THEREFORE, in consideration of the mutual premises and covenants set forth
herein, the parties agree as follows.

ARTICLE 1 DEFINITIONS
In this Agreement, unless the context requires otherwise:

"AFFILIATE" means any person directly or indirectly controlling, directly or
indirectly controlled by, or under direct or indirect common control with, a
party hereto and, for the avoidance of any doubt, includes Liquidmetal
Technologies, Inc. ("Liquidmetal Technologies") and Growell Telecom and Growell
Electronics. For purposes of this definition, "control" (including "CONTROLLED
BY" and "UNDER COMMON CONTROL WITH") means the power, directly or indirectly, to
direct or cause the direction of the management and policies of any person
whether through the ownership of voting securities or to by contract or
otherwise, provided that, in any event, any person which owns directly or
indirectly fifty percent (50%) or more of the securities having ordinary voting
power for the election of directors or other governing body of a corporation or
fifty percent (50%) or more of the partnership or other ownership interests of
any other person will be deemed to control such corporation or other person;
provided, that the term "PERSON" shall include any individual, company, body
corporate or unincorporated or other juridical person, partnership, firm, joint
venture or trust or any federation, state or subdivision thereof or any
government or agency of any thereof.

"ENCUMBRANCE" means (i) any mortgage, charge, pledge, lien, encumbrance,
hypothecation or other security interest or security arrangement of any kind,
(ii) any arrangement whereby any rights are subordinated to any rights of any
third party, (iii) any title transfer arrangements, and (d) any contractual
right of set-off.

"EQUIPMENTS" mean the equipments owned by Growell Metal which are identified in
Attachment 1 hereto.

"INVENTORY" means the inventory owned by Growell Metal which are identified in
Attachment 2 hereto.

ARTICLE 2 TRANSFER OF OWNERSHIP TO EQUIPMENTS

Growell Metal shall transfer to Liquidmetal Korea the ownership to the
Equipments by delivering the Equipments to a place designated by Liquidmetal
Korea within 10 days from the date hereof.

In consideration of the aforesaid ownership transfer, Liquidmetal Korea shall
pay to Growell Metal the settlement amount for the Equipments identified in
Attachment 1 hereto in the manner specified in Articles 5.2 and 5.3 below.



ARTICLE 3 TRANSFER OF OWNERSHIP TO INVENTORY

Growell Metal shall transfer to Liquidmetal Korea the ownership to the Inventory
by delivering the Inventory to a place designated by Liquidmetal Korea within 10
days from the date hereof.

In consideration of the aforesaid ownership transfer, Liquidmetal Korea shall
pay to Growell Metal Growell's total book value of the Inventory identified in
Attachment 2 hereto in the manner specified in Articles 5.2 and 5.3 below.

ARTICLE 4 RECEIVABLE

Growell Metal shall pay to Liquidmetal Korea the amount of the Receivable
mentioned in the above Recitals in the manner specified in Article 5.1 below.

ARTICLE 5 PAYMENTS

5.1 Within 10 days from the date hereof, Growell Metal shall pay in cash (i)
the amount of the Receivable to Liquidmetal Korea, and (ii) to Liquidmetal
Korea's subsidiary Dongyang, the amount of KRW 184,950,000 currently owed
by Growell Metal to Dongyang.

5.2 Within 10 days of the receipt by Liquidmetal Korea of the amount of the
Receivable, Liquidmetal Korea shall pay in cash to Growell Metal
KRW2, 454,000,000 of the settlement amount for the Equipments and Growell's
total book value of the Inventory due and payable under Articles 2 and 3.
On such same date, Liquidmetal Korea shall also pay in cash to Growell
Metal the amount of KRW 202,029,001 currently owed by Liquidmetal Korea to
Growell Metal.

5.3 The remaining KRW 3,383,035,098 due and payable under Articles 2 and 3
shall be paid in full by or before December 31, 2004 in the form of either
cash or shares of common stock of Liquidmetal Technologies at the
discretion of Liquidmetal Korea. For this purpose, the shares of
Liquidmetal Technologies common stock shall be deemed to have a value
equal to the average closing price of such common stock on the Nasdag
National Market (or other principal market on which the stock is then
trading or listed) for the five (5) trading days immediately preceding the
date on which payment is being made. For purposes of calculating the
number of shares to be issued in any stock payment hereunder, the
remaining amount due and payable in Korean Won by Liquidmetal Korea will
be converted into U.S. dollars at the exchange rate in effect on the date
of payment.

ARTICLE 6 SETOFF OF PAYMENT OBLIGATIONS OF PARTIES
The parties have chosen to setoff the payments to be made under Articles 5.1 and

5.2 against each other (the "Setoff Agreement"). The Setoff Agreement is
attached to this Settlement Agreement as Attachment 3.



ARTICLE 7 VALUE-ADDED TAXES

Liquidmetal Korea shall bear allvalue-added taxes ("VAT") imposed by the tax
authorities on the transfer of ownership to the Equipments and the Inventory
from Growell Metal to Liquidmetal Korea, and Liquidmetal Korea will indemnify
Growell Metal from and against any and all damages, fees, or penalties arising
from Liquidmetal Korea's failure to timely pay the amount of this VAT.

ARTICLE 8 REPRESENTATIONS AND WARRANTIES

Growell Metal represents and warrants to Liquidmetal Korea that (i) no
Encumbrance will exist over all or any part of the Equipments and the Inventory
as of their delivery date, and (ii) there has been no adverse change in the
physical condition of the Equipments and Inventory since the time that they were
inspected by a representative of Liquidmetal Korea on January 2, 2004 until the
signing of this Settlement Agreement. Growell Metal will use reasonable and
prudent care (based on standards generally used in the industry) in
disassembling the Equipments, preparing the Equipments and Inventory for
delivery, and in delivering the Equipments and Inventory to Liquidmetal Korea
(if Growell Metal performs the delivery).

ARTICLE 9 RELEASE

Each of Liquidmetal Korea and Growell Metal (each, the "RELEASOR") hereby agrees
to absolutely, fully and forever release, waive, relinquish and discharge any
and all claims which it may have against the other party and the other party's
former or present officers, managers, directors, agents, employees, Affiliates,
assigns and successors and/or any other interested parties (the "RELEASEE")
arising from (i) any and all claims whatsoever that the Releasor may have had,
presently has or in the future may have against any Releasee and which arise,
have arisen or may hereinafter arise, in whole or in part, out of, on account of
or in connection with the Product Supply Agreement, Dispute, Claim, Receivable,
and the Diecasting Technology Transfer and Equipment Sales Agreement (except for
any claims by Liquidmetal Korea for future royalties thereunder), and (ii) any
and all other claims whatsoever, whether known or unknown, that Releasor or its
Affiliates may have had or has against the Releasee at any time from the
beginning of time up to and including the date hereof, including without
limitation (A) any claims by Growell Electronics Inc. against Liquidmetal Korea,
and (B) any claims against Liquidmetal Technologies under the Liquidmetal
Coatings International Distributor Agreement dated November 16, 2003. With
respect to the releases mentioned in this Article 9, the Releasor agrees to take
any actions necessary to cause its Affiliates to comply with such release and
hereby agrees to indemnify and defend the Releasee from any such released claim
brought by an Affiliate of the Releasor.

ARTICLE 10 TERMINATION OF EXISTING AGREEMENTS

All existing agreements between Liquidmetal Korea and/or its Affiliate, on the
one hand, and Growell



and/or its Affiliate, on the other hand, shall be terminated as of the date
hereof with no outstanding or remaining rights and obligations of the parties
thereunder; provided, however, that notwithstanding anything to the contrary
herein, the Nondisclosure and Confidentiality Agreement between Growell Industry
and Liquidmetal Technologies dated February 23, 2002, the Mutual Nondisclosure
Agreement between Growell Metal and Liquidmetal Technologies dated September 29,
2003, the Liquidmetal Coatings International Distributor Agreement between the
parties dated November 16, 2003, and the Diecasting Technology Transfer and
Equipment Sales Agreement shall continue to remain effective after the date
hereof (subject to the release set forth in Article 9) (collectively, the
"Continuing Agreements"). With respect to the Continuing Agreements, Growell
Metal represents and warrants that it is not aware of any current or prior facts
or circumstances that would constitute a breach, now or in the future, by
Liguidmetal Korea or its Affiliates under any Continuing Agreements.
Additionally, the parties acknowledge that Attachments 6, 7, 8, and 9 contain
the true, complete, and correct copies of the Continuing Agreements that will
remain in effect, respectively, and that there are no other agreements or
documents relating to the subject matter of the Continuing Agreements.

ARTICLE 11 EFFECTIVE DATE
This Agreement shall become effective upon signing by the parties.
ARTICLE 12 MISCELLANEOUS

12.1 Guaranty. Pursuant to the Guaranty Agreement attached to this Agreement as
Attachment 5, Liquidmetal Technologies irrevocably and unconditionally
guarantees to Growell Metal, payment when due, of any and all liabilities
under this Settlement Agreement of Liquidmetal Korea to Growell Metal,
together with any and all attorney's fees and costs and expenses of
collection incurred by Growell Metal in enforcing any of such liabilities.
Additionally, Pursuant to the Guaranty Agreement attached as Attachment 6,
Growell Industry Inc. irrevocably and unconditionally guarantees to
Liquidmetal Korea any and all obligations and liabilities under this
Settlement Agreement of Growell Metal, together with any and all
attorney's fees and costs and expenses of collection incurred by
Liquidmetal Korea or Liquidmetal Technologies in enforcing any of such
liabilities.

12.2 Binding Effect on Successors This Agreement shall be binding upon and
inure to the benefit of the parties and their respective successors.

12.3 Severability If any one or more of the provisions contained in this
Agreement or any document executed in connection herewith shall be
invalid, illegal or unenforceable in any respect under any applicable
laws, the validity, legality and enforceability of the remaining
provisions contained herein shall not in any way be affected or impaired;
provided that in such case the parties oblige themselves to use their best
effort to achieve the purpose of the invalid provisions by a new legally
valid stipulation.



12.

12.

12.

12.

Entire Agreement This Agreement supersedes all previous representations,
understandings or agreements, oral or written, among the parties with
respect to the subject matter hereof, and it contains the entire
understanding of the parties. No changes, alterations or modifications
hereto shall be effective unless made in writing and signed by the
parties.

Dispute Resolution The Seoul District Court shall have exclusive
jurisdiction over actions related to disputes arising between the parties
in connection with this Agreement.

Governing Law The validity, performance, construction and effect of this
Agreement shall be governed by the laws of the Republic of Korea.

English Language. This Agreement is written in the English language, and
if either party translates this Agreement into a language other than
English, the parties agree that the English version of this Agreement will
control.



IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by
their duly authorized representatives on the day and year first written above.

LIQUIDMETAL KOREA CO., LTD. GROWELL METAL CO., LTD.
/s/ YM Lee /s/ JS Park

YM Lee Jeong Seo Park
Chief Financial Officer Chairman and CEO
January 11, 2004 January 11, 2004



ATTACHMENT 1

EQUIPMENTS

Manufacturer

Ace Vacuum
Dongyang
Samhan Vacuum
Samhan Vacuum
PARTECH
Seoul Vacuum
Seoul Vacuum
Han Kook Supersonic Waves
PARTECH
PARTECH
Richo
Ulpark (Janpan)
Dust Collector

Total

Quantity
(EA)

AR WRRWORRRLRRLRREOR

Settlement Amount

(KRW)

399, 769, 000
822,000, 000
536,500, 000
536,500, 000
310, 000, 000
520,000, 000
340,000, 000
168,000, 000
34,000, 000
47,000, 000
228,000, 000
23,000, 000

9,120,000

3,973,889, 000



ATTACHMENT 2

INVENTORY
Quantity
Items (K@)
Inventory 24,761.72

Growell's Book Value*
As of Sept. 30, 2003

1,863,146,098



ATTACHMENT 3
SETOFF AGREEMENT

This setoff agreement (this "Setoff Agreement") is made and entered into on
January 10, 2004 by and between Liquidmetal Korea Co., Ltd., a company
incorporated and existing under the laws of Korea, having its principal office
at 884, Uhyun Hansan Industrial Complex, Uhyun-ri, Chungbook-myun, Pyungtaek
City, Kyunggi Province, Republic of Korea ('"Liquidmetal Korea") and Growell
Metal Co., Ltd., a company incorporated and existing under the laws of Korea,
having its principal office at 166, Shinhang-ri, Doonpo-myun, Ansan City,
Choongnam Province, Republic of Korea ("Growell Metal").

RECITALS

WHEREAS, Liquidmetal Korea and Growell Metal have entered into a settlement
agreement dated January 3, 2004, for the settlement of certain disputes between
the parties (the "Settlement Agreement"); and

WHEREAS, Liquidmetal Korea and Growell Metal desire to setoff the payments to be
made by the parties under Articles 5.1 and 5.2 of the Settlement Agreement
against each other.

NOW, THEREFORE, the parties agree as follows.
ARTICLE 1 SETOFF

Pursuant to Article 6 of the Settlement Agreement, Liquidmetal Korea and Growell
Metal hereby agree to setoff Growell Metal's payment obligation to Liquidmetal
Korea specified in Article 5.1 of the Settlement Agreement against Liquidmetal
Korea's payment obligation to Growell Metal specified in Article 5.2 of the
Settlement Agreement. As a result, the parties' respective payment obligation
owed to each other under Articles 5.1 and 5.2 of the Settlement Agreement will
be reduced by W2,638,950,000, resulting in (i) a balance of WO due from Growell
Metal to Liquidmetal Korea under Article 5.1, and (ii) a net cash payment due
under Article 5.2 from Liquidmetal Korea to Growell Metal in the amount of
W17,079, 001.

IN WITNESS WHEREOF, the parties have caused this Setoff Agreement to be executed
by their duly authorized representatives on the day and year first written
above.

LIQUIDMETAL KOREA CO., LTD. GROWELL METAL CO., LTD.
s/ YM Lee /s/ JS Park

YM Lee Jeong Seo Park
Chief Financial Officer Chairman and CEO
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ATTACHMENT 4
GUARANTY AGREEMENT

This Guaranty Agreement ("Guaranty") is made and entered into on January
10, 2004, by and between Liquidmetal Technologies Inc., a company incorporated
and existing under the laws of the State of Delaware, having its principal
office at 25800 Commercentre Dr., Suite 100, Lake Forest, California 92630,
U.S.A. ("Guarantor" or "Liquidmetal Technologies") and Growell Metal Co., Ltd.,
a company incorporated and existing under the laws of Korea, having its
principal office at 166, Shinhang-ri, Doonpo-myun, Ansan City, Choongnam
Province, Republic of Korea ("Beneficiary" or "Growell Metal").

WHEREAS, this Guaranty is provided pursuant to the Settlement Agreement
made and entered into on January 3, 2004, by and between and between Liquidmetal
Korea Co., Ltd., a company incorporated and existing under the laws of Korea,
having its principal office at 884, Uhyun Hansan Industrial Complex, Uhyun-ri,
Chungbook-myun, Pyungtaek City, Kyunggi Province, Republic of Korea
("Liquidmetal Korea"), Liquidmetal Technologies and Growell Metal (the
"Settlement Agreement").

NOW, THEREFORE, Guarantor covenants and agrees as follows:

SECTION 1. Guaranty. Guarantor, hereby unconditionally and irrevocably
guarantees to Beneficiary, the following obligations (collectively, the
"Guaranteed Obligations"):

(a) the due, punctual and full payment by Liquidmetal Korea of KRW
3,383,035,098 (including, without limitation, amounts payable as damages in case
of default) to be paid by Liquidmetal Korea to Beneficiary pursuant to the
Settlement Agreement; and

(b) the due, prompt and faithful performance of, and compliance with, all
other obligations, covenants, terms, conditions and undertakings of Liquidmetal
Korea in favor of the Beneficiary contained in the Settlement Agreement.
Guarantor further agrees to pay any and all reasonable costs and expenses
(including reasonable fees and disbursements of counsel) that may be paid or
actually incurred by the Beneficiary in collecting any Guaranteed Obligations
and/or in preserving or enforcing any rights under this Guaranty or under the
Guaranteed Obligations.

This Guaranty is a guaranty of payment, performance and compliance and not
of collectability, is in no way conditioned or contingent upon any attempt to
collect from or enforce performance or compliance by Liquidmetal Korea or upon
any other event, contingency or circumstance whatsoever.

SECTION 2. Bankruptcy. In the event of Liquidmetal Korea's rejection of
the Settlement Agreement in a bankruptcy or insolvency proceeding, Guarantor
agrees that it will pay forthwith all payments required to be made by
Liquidmetal Korea under the Settlement Agreement as though the rejection had not
occurred.

11



SECTION 3. Guarantor's Guaranteed Obligations Unconditional. The covenants
and agreements of Guarantor set forth in this Guaranty shall be primary
obligations of Guarantor, and such obligations shall be continuing, absolute and
unconditional, shall not be subject to any counterclaim, setoff, deduction,
diminution, abatement, recoupment, suspension, deferment, reduction or defense,
and shall not be released, discharged or in any way affected by, any
circumstance or condition whatsoever (whether or not Liquidmetal Korea,
Guarantor, or such other Person shall have any knowledge or notice thereof)
including, without limitation:

(a) any amendment, modification, addition, deletion, supplement or
renewal to or of or other change in the Guaranteed Obligations or the Settlement
Agreement, or of any interest therein or any furnishing or acceptance of
security for, guaranty of or right of offset with respect to, any of the
Guaranteed Obligations;

(b) any failure, omission or delay on the part of either Liquidmetal
Korea or the Beneficiary to conform or comply with any term of any instrument or
agreement referred to in clause (a) above;

(c) any changes to any relevant payment dates, payment term or the
maturity date;

(d) any waiver, consent, extension, indulgence, compromise, release
or other action or inaction under or in respect of any instrument, agreement,
guaranty, or security referred to in clause (a) above or any obligation or
liability of Liquidmetal Korea or the Beneficiary, or any exercise or
non-exercise the Beneficiary of any right, remedy, power or privilege under or
in respect of any such instrument, agreement, guaranty, right of offset or
security or any such obligation or liability;

(e) any bankruptcy, insolvency, reorganization, arrangement,
readjustment, composition, liquidation or similar proceeding with respect to
either Liquidmetal Korea or the Beneficiary, or any action taken by any trustee
or receiver or by any court in any such proceeding, or any of their respective
properties or creditors or the imposition of any stay or injunction in
connection with any such proceeding;

(f) any merger or consolidation of either Liquidmetal Korea or
Guarantor into or with any other person or entity or any sale, lease or transfer
of any of the assets of either Liquidmetal Korea or Guarantor to any other
person or entity;

(g) any change in the ownership of or any corporate change in
Liquidmetal Korea or Guarantor; or

12



(1) any other occurrence or circumstance whatsoever, whether similar
or dissimilar to the foregoing and any other circumstance that might otherwise
constitute a legal or equitable defense or discharge of the liabilities of a
guarantor or surety or that might otherwise limit recourse against Guarantor.

The obligations of Guarantor set forth herein constitute the full recourse
obligations of Guarantor enforceable against it to the full extent of all its
assets and properties. Notwithstanding the foregoing, any defense available to
Liquidmetal Korea with respect to its performance under the Guaranteed
Obligations shall also constitute a defense of Guarantor hereunder.

SECTION 4. Other Agreements. Guarantor agrees that this Guaranty shall be
automatically reinstated if and to the extent that for any reason any payment by
or on behalf of Liquidmetal Korea is rescinded or must be otherwise restored by
the Beneficiary, whether as a result of any proceedings in bankruptcy or
reorganization or otherwise.

SECTION 5. Subrogation, etc. Guarantor will not exercise any rights which
it may acquire by way of rights of subrogation under this Guaranty, by any
payment made hereunder or otherwise, until the prior payment, in full and in
cash, of all Guaranteed Obligations and other amounts owing by Guarantor
hereunder. Any amount paid to Guarantor on account of any such subrogation
rights prior to the payment in full of all Guaranteed Obligations and other
amounts shall be held in trust for the benefit of the Beneficiary and credited
and applied against the Guaranteed Obligations.

SECTION 6. Term of Guaranty. This Guaranty and all guaranties, covenants
and agreements of Guarantor contained herein, shall continue in full force and
effect and shall not be discharged until such time as all the Guaranteed
Obligations shall be indefeasibly paid in full in cash or stock and all the
agreements of Liquidmetal Korea and Guarantor hereunder and under the Settlement
Agreement shall have been duly performed. If, as a result of any bankruptcy,
dissolution, reorganization, insolvency, arrangement or liquidation proceedings
(or proceedings similar in purpose or effect) or if for any other reason, any
payment received by the Beneficiary in respect of the Guaranteed Obligations is
rescinded or must be returned by the Beneficiary, this Guaranty shall continue
to be effective as if such payment had not been made and, in any event, as
provided in the preceding sentence.

SECTION 7. Severability of this Guaranty. In case any provisions of this
Guaranty or any application thereof shall be invalid, illegal or unenforceable,
the validity, legality and enforceability of the remaining provisions and
statements and any other application thereof shall not in any way be affected or
impaired thereby. To the extent permitted by law, Guarantor hereby waives any
provision of law that renders any term or provision hereof invalid or
unenforceable in any respect.

SECTION 8. Miscellaneous. This Guaranty shall be binding upon Guarantor

and its successors, transferees and assigns and inure to the benefit of and be
enforceable by the respective
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successors, transferees, and assigns of the Beneficiary, provided, however, that
Guarantor may not delegate any of its obligations hereunder. This Guaranty may
be executed in any number of counterparts and by different parties hereto on
separate counterparts, each executed counterpart constituting an original, but
all of which together shall constitute one agreement.

IN WITNESS WHEREOF, Guarantor has caused this Guaranty to be executed as
of the date first above written.

LIQUIDMETAL TECHNOLOGIES INC.
By: /s/ John Kang

Name: John Kang

Title: Chairman and CEO
GROWELL METAL CO., LTD.

By: /s/ JS Park

Name: Jeong Seo Park
Title: Chairman and CEO
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Attachment 5
GUARANTY AGREEMENT

This Guaranty Agreement ("Guaranty") is made and entered into on January
10, 2004, by and between Liquidmetal Korea Co., Ltd., a company incorporated and
existing under the laws of Korea, having its principal office at 884, Uhyun
Hansan Industrial Complex, Uhyun-ri, Chungbook-myun, Pyungtaek City, Kyunggi
Province, Republic of Korea ("Beneficiary" or "Liquidmetal Korea") and Growell
Industry Inc., a company incorporated and existing under the laws of Korea,
having its principal office at [ ] ("Guarantor" or "Growell").

WHEREAS, this Guaranty is provided pursuant to the Settlement Agreement
made and entered into on January 3, 2004 by and between and between Beneficiary
and Growell Metal Co., Ltd. ("Growell Metal"), a company incorporated and
existing under the laws of Korea, having its principal office at 166,
Shinhang-ri, Doonpo-myun, Ansan City, Choongnam Province, Republic of Korea (the
"Settlement Agreement").

NOW, THEREFORE, Guarantor covenants and agrees as follows:

SECTION 1. Guaranty. Guarantor, hereby unconditionally and irrevocably
guarantees to Beneficiary, the following obligations (collectively, the
"Guaranteed Obligations"): the due, prompt and faithful performance of, and
compliance with, all other obligations, covenants, terms, conditions and
undertakings of Growell Metal in favor of the Beneficiary contained in the
Settlement Agreement. Guarantor further agrees to pay any and all reasonable
costs and expenses (including reasonable fees and disbursements of counsel) that
may be paid or actually incurred by the Beneficiary in preserving or enforcing
any rights under this Guaranty or under the Guaranteed Obligations.

This Guaranty is a guaranty of payment, performance and compliance and not
of collectability, is in no way conditioned or contingent upon any attempt to
collect from or enforce performance or compliance by Liquidmetal Korea or upon
any other event, contingency or circumstance whatsoever.

SECTION 2. Bankruptcy. In the event of Growell Metal's rejection of the
Settlement Agreement in a bankruptcy or insolvency proceeding, Guarantor agrees
that it will pay forthwith all payments or damages (if any) required to be made
by Growell Metal under the Settlement Agreement as though the rejection had not
occurred.

SECTION 3. Guarantor's Guaranteed Obligations Unconditional. The covenants
and agreements of Guarantor set forth in this Guaranty shall be primary
obligations of Guarantor, and such obligations shall be continuing, absolute and
unconditional, shall not be subject to any counterclaim, setoff, deduction,
diminution, abatement, recoupment, suspension, deferment, reduction or defense,
and shall not be released, discharged or in any way affected by, any
circumstance or condition whatsoever. The obligations of Guarantor set forth
herein constitute
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the full recourse obligations of Guarantor enforceable against it to the full
extent of all its assets and properties. Notwithstanding the foregoing, any
defense available to Growell Metal with respect to its performance under the
Guaranteed Obligations shall also constitute a defense of Guarantor hereunder.

SECTION 4. Other Agreements. Guarantor agrees that this Guaranty shall be
automatically reinstated if and to the extent that for any reason any payment by
or on behalf of Growell Metal is rescinded or must be otherwise restored by the
Beneficiary, whether as a result of any proceedings in bankruptcy or
reorganization or otherwise.

SECTION 5. Subrogation, etc. Guarantor will not exercise any rights which
it may acquire by way of rights of subrogation under this Guaranty, by any
payment made hereunder or otherwise, until the prior payment, in full and in
cash, of all Guaranteed Obligations and other amounts owing by Guarantor
hereunder. Any amount paid to Guarantor on account of any such subrogation
rights prior to the payment in full of all Guaranteed Obligations and other
amounts shall be held in trust for the benefit of the Beneficiary and credited
and applied against the Guaranteed Obligations.

SECTION 6. Term of Guaranty. This Guaranty and all guaranties, covenants
and agreements of Guarantor contained herein, shall continue in full force and
effect and shall not be discharged until such time as all the Guaranteed
Obligations shall be indefeasibly paid in full in cash or stock and all the
agreements of Growell Metal and Guarantor hereunder and under the Settlement
Agreement shall have been duly performed. If, as a result of any bankruptcy,
dissolution, reorganization, insolvency, arrangement or liquidation proceedings
(or proceedings similar in purpose or effect) or if for any other reason, any
payment received by the Beneficiary in respect of the Guaranteed Obligations is
rescinded or must be returned by the Beneficiary, this Guaranty shall continue
to be effective as if such payment had not been made and, in any event, as
provided in the preceding sentence.

SECTION 7. Severability of this Guaranty. In case any provisions of this
Guaranty or any application thereof shall be invalid, illegal or unenforceable,
the validity, legality and enforceability of the remaining provisions and
statements and any other application thereof shall not in any way be affected or
impaired thereby. To the extent permitted by law, Guarantor hereby waives any
provision of law that renders any term or provision hereof invalid or
unenforceable in any respect.

SECTION 8. Miscellaneous. This Guaranty shall be binding upon Guarantor
and its successors, transferees and assigns and inure to the benefit of and be
enforceable by the respective successors, transferees, and assigns of the
Beneficiary, provided, however, that Guarantor may not delegate any of its
obligations hereunder. This Guaranty may be executed in any number of
counterparts and by different parties hereto on separate counterparts, each
executed counterpart constituting an original, but all of which together shall
constitute one agreement.
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IN WITNESS WHEREOF, Guarantor has caused this Guaranty to be executed as
of the date first above written.

LIQUIDMETAL KOREA CO, LTD.
By:/s/ YM Lee

Name: Young Mo Lee

Title: CFO

Jan. 11, 2004

GROWELL INDUSTRY INC.

By: /s/ JS Park

Name: Jeong Seo Park
Title: Chairman and CEO
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ATTACHMENT 6
NONDISCLOSURE AND CONFIDENTIALITY AGREEMENT

THIS NONDISCLOSURE AND CONFIDENTIALITY AGREEMENT ("Agreement") is entered
into this February 23rd 2002 by and between LIQUIDMETAL TECHNOLOGIES/LIQUIDMETAL
GOLF ("Disclosing Party") and GROWELL INDUSTRY INC. ("Receiving Party") in order
to prevent the unauthorized disclosure of Confidential Information (as defined
below) of the Disclosing Party which may be disclosed to the Receiving Party for
the purpose of pursuing the establishment of a business relationship or
negotiating any contract or agreement between the Disclosing Party and the
Receiving Party.

For purposes of this Agreement, Confidential Information shall include but
not be limited to the following:

Information relating to specific chemistry of glass forming alloy
compositions before the alloy becomes commercial, sources of alloy stock, types,
purities, chemistries and cost, details of melting and parameters for casting
and molding including crucible types, temperature, times, and pressure, use of
atmospheres or gases and specification of same relating to forming of amorphous
and nanocrystalline alloys and combinations of the same. Confidential
Information may also include data, know how, formula, processes, designs,
sketches, photographs, plans, drawings, specifications, sample reports, customer
lists, pricing information, business plans, studies, findings, inventions and
ideas. To the maximum extent practical, Confidential Information shall be
disclosed in documentary or tangible form marked "Proprietary" or
"Confidential." In the case of disclosures in nondocumentary form made orally or
by visual inspection, Disclosing Party may, but shall not be obligated to,
confirm in writing the fact and confidential nature of each such disclosure
within a reasonable time after it is made.

In consideration of the Disclosing Parties disclosure of Confidential
Information to the Receiving Party, the Receiving Party hereby agrees as
follows:

1. The Receiving Party shall hold and maintain the Confidential
Information in strictest confidence and in trust for the sole and
exclusive benefit of the Disclosing Party. The Receiving Party shall
maintain in strict confidence the existence of this Agreement and
the matters contemplated hereby.

2. The Receiving Party shall not, without the prior written approval of
the Disclosing Party, use for its own benefit, publish or otherwise
disclose to others, or permit the use by others for their benefit or
the detriment of the Disclosing Party, any of the Confidential
Information. Except for the purposes stated above, the Receiving
Party shall not participate in, or enter into an agreement with any
other entity for the purposes of any research, product development,
or any commercial activity relating to the composition, processing,
or application of any amorphous metals and glass forming alloys
without the express written approval of the Disclosing Party.

3. The Receiving Party shall not file any patents, in the US or abroad,
related to processing or application of any amorphous metals and
glass forming alloys without the express written approval of the
Disclosing Party. The Receiving Party hereby agrees that any patents
filed by the Receiving Party related to any amorphous metals and
glass forming alloys will be licensed to the Disclosing Party on a
paid-up, worldwide, royalty free basis for the life of the patent.

4, The Receiving Party shall carefully restrict access to the
Confidential Information to those of its officers, directors, and
employees who clearly need such access in order to participate on
behalf of the Receiving Party in the analysis and negotiation of a
business relationship or any contractor agreement, or the
advisability thereof, with the Disclosing Party. The Receiving Party
further warrants and represents that it will advise each of the
persons to whom it provides access to any of the Confidential
Information under the foregoing sentence that such persons are
strictly prohibited from making any use, publishing or otherwise
disclosing to others, or permitting others to use for their benefit
or the detriment of the Disclosing Party, any of the Confidential
Information.
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11.

The Receiving Party shall take all necessary action to protect the
confidentiality of the Confidential Information.

The Receiving Party understands and acknowledges that any disclosure
or misappropriation of any of the Confidential Information in
violation of this Agreement may cause the Disclosing Party
irreparable harm, the amount of which may be difficult to ascertain
and, therefore, agrees that the Disclosing Party shall have the
right to apply to a court of competent jurisdiction for an order
restraining any such further disclosure or misappropriation and for
such other relief as the Disclosing Party shall deed appropriate.
Such right of the Disclosing Party is to be in addition to the
remedies otherwise available to the Disclosing Party at law or in
equity.

The Receiving Party shall not make copies of the Confidential
Information, and will return promptly any and all records, notes and
other written, printed or tangible materials pertaining to the
Confidential Information immediately on the written request of the
Disclosing Party.

If Receiving Party is required by legal process to disclose any
Confidential Information supplied to it in the course of its
dealings pursuant to this Agreement, it is agreed that the Receiving
Party will provide the Disclosing Party with prompt notice of such
request so that the Disclosing Party may seek an appropriate
protective order and/or waive the Receiving Parties compliance with
the provisions of this Agreement.

Receiving Party agrees that unless and until Receiving Party and
Disclosing Party enter into a separate written agreement, no rights
whatsoever under any patent, trademark, copyright or application or
trade secret therefore which Disclosing Party may now have or
hereafter obtain shall be transferred to Receiving Party and
Receiving Party shall receive no rights whatsoever in said patent,
trademark, copyright, application or trade secret.

This Agreement and the Receiving Party's described obligations shall
be binding on the representatives, assigns, and successors of the
Receiving Party and shall inure to the benefit of the assigns and
successors of the Disclosing Party.

This Agreement shall be governed by and construed in accordance with
the laws of the State of California. If any action at law or in
equity is brought forth to interpret provisions of this Agreement,
the prevailing party in such action shall be entitled to reasonable
attorneys' fees.

DISCLOSING PARTY:

LIQUIDMETAL TECHNOLOGIES,

By: /S/ Sung Taek Hong
VP Business Development

RECEIVING PARTY:
GROWELL INDUSTRY INC.,

By: /s/ JS Park
Jeong Seo Park



ATTACHMENT 7
MUTUAL NONDISCLOSURE AGREEMENT

THIS MUTUAL NONDISCLOSURE AGREEMENT (this "Agreement") is made and entered
into as of September, 2003 by and between LIQUIDMETAL TECHNOLOGIES, a California
corporation ("Liquidmetal"), and Growell Metal, a corporation
("Company"). Liquidmetal and Company are hereinafter sometimes referred to
individually as a "Party" and together as the "Parties."

WHEREAS, Liquidmetal is engaged in the development, manufacturing,
marketing, and sale of products made from its proprietary Liquidmetal(R) alloys.

WHEREAS, the Parties are evaluating a potential business relationship or
transaction relating to
(the
"Transaction"), and in connection with such evaluation, the Parties may disclose
certain of their proprietary or confidential information to the other Party.

NOW, THEREFORE, in consideration of the foregoing recitals and in
consideration of the covenants, terms, and conditions set forth below,
Liquidmetal and Company, intending to be legally bound hereby, agree as follows:

1. DEFINITIONS.

Unless otherwise specifically provided in this Agreement, the following
capitalized terms shall have the meanings set forth below for purposes of this
Agreement:

(a) "DISCLOSER" shall mean the Party that is disclosing Information under
this Agreement, regardless of whether such Information is being provided
directly by such Party, by a Representative of the Party, or by any other Person
that has an obligation of confidentiality with respect to the Information being
disclosed.

(b) "RECIPIENT" shall mean the Party receiving Information that is
protected under this Agreement.

(c) "REPRESENTATIVES" shall mean the respective directors, officers,
employees, financial advisors, accountants, attorneys, agents, consultants, and
Affiliates of a Party.

(d) "INFORMATION" shall mean any and all commercial, technical, financial,
proprietary, and other information relating to the Discloser and its Affiliates,
including, but not limited to, samples, data, technical information, know-how,
formulas, ideas, inventions, discoveries, patents, patent applications,
intellectual property (whether or not patentable), product development plans,
demonstrations, business and financial information, applications and designs,
and all manifestations or embodiments relating to the foregoing and all
improvements made thereto, in whatever form provided, whether oral, written,
visual, machine-readable, electronic, or otherwise. For purposes of this
Agreement, Liquidmetal's Information shall include any and all information
relating to the composition, processing, properties, or application of
Liquidmetal(R) alloys. "Information" also includes (i) any information described
above which the Discloser obtains from a third party and which the Discloser
treats as proprietary or designates as confidential, whether or not owned or
developed by the Discloser, and (ii) the fact that the Parties have entered into
this Agreement and are engaged in discussions regarding the potential
Transaction.

(e) "PERSON" shall be broadly interpreted to include, without limitation,
any individual, corporation, partnership, trust, organization, agency or other
entity.

(f) "AFFILIATE" shall mean, with respect to a specified Person, any other
Person who or which controls, is controlled by, or is under common control with,
the specified Person. The term "Affiliate" includes, without limitation, all
subsidiaries, parent companies, partnerships, and joint ventures of the
specified Person.

2. RESTRICTIONS ON DISCLOSURE AND USE.

(a) RESTRICTIONS AND COVENANTS. Each Party agrees that, in its capacity as
the Recipient of Information, it will (i) hold the Discloser's Information in
strict confidence, use a high degree of care in safeguarding the Discloser's
Information, and
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take all precautions necessary to protect the Discloser's Information including,
at a minimum, all precautions the Recipient normally employs with respect to its
own confidential information, (ii) not divulge any of the Discloser's
Information or any information derived therefrom (including results of tests on
material samples) to any other Person (except as set forth in Section 2(b)
below), (iii) not make any use whatsoever at any time of the Discloser's
Information except for the purpose of internal evaluation of the proposed
Transaction or such other purpose as may be permitted by a subsequent written
agreement of the parties (such as a research or product development agreement),
(iv) not copy, reverse engineer, alter, modify, break down, melt down,
disassemble or transmit any of the Discloser's Information, (v) not, within the
meaning of United States or other export control laws or regulations, export or
re-export, directly or indirectly, including but not limited to export on the
Internet or other network service, any of the Discloser's Information, (vi) not
allow others within the Recipient's control to use the Discloser's Information
for the benefit of the Recipient or any other Person (other than the Discloser),
(vii) not use the Discloser's Information against the interests of the
Discloser, (viii) notify the Discloser in writing immediately upon discovery by
the Recipient or its Representatives of any unauthorized use or disclosure of
the Discloser's Information, (ix) not use the Discloser's Information in any way
to pursue patents in any country, and (x) upon the oral or written request of
the Discloser, immediately return to the Discloser or destroy (at the option of
the Recipient) all such Information, including all originals, copies and
extracts, provided that the Recipient's legal counsel may retain one copy of the
returned or destroyed items (excluding material samples provided by Liquidmetal)
for archival purposes.

(b) DISCLOSURE TO REPRESENTATIVES. The Recipient may only disseminate the
Discloser's Information to its Representatives who have been informed of the
Recipient's obligations under this Agreement and are bound by an obligation of
confidentiality and non-use with respect to the Discloser's Information at least
as broad in scope as the Recipient's obligations under this Agreement. The
Recipient agrees to reasonably restrict disclosure of the Discloser's
Information to the smallest number of the Recipient's Representatives which have
a need to know the Information. The Recipient shall be responsible for enforcing
this Agreement as to the Recipient's Representatives and shall take such action
(legal or otherwise) to the extent necessary to cause them to comply with this
Agreement.

(c) TRADE SECRETS. Any trade secrets of the Discloser will also be
entitled to all of the protections and benefits of applicable trade secret law,
and the Recipient agrees to be bound by all applicable trade secret laws, unfair
competition laws, and any other similar laws with respect to the Discloser's
Information. If any Information that the Discloser deems to be a trade secret is
found by a court of competent jurisdiction not be a trade secret under
applicable law, such Information will nevertheless still be protected by this
Agreement.

(d) DISCLOSURE PERIOD. The restrictions set forth in this Section 2 shall
apply to all Information received by the Recipient during the five (5) year
period beginning on the date of this Agreement (the "Disclosure Period"), except
that the Disclosure Period may be terminated earlier by either Party upon thirty
(30) days prior written notice to the other Party. Notwithstanding the
expiration of the Disclosure Period, the obligations and restrictions of the
Recipient under this Section 2 with respect to any and all Information received
during the Disclosure Period shall survive the expiration of the Disclosure
Period and shall continue to remain in full force and effect at all times
thereafter.

(e) EXCEPTIONS. The restrictions on the Recipient's disclosure and use of
the Discloser's Information under this Section 2 will not apply to the extent of
any Information:

(1) that was already known by the Recipient prior to the Disclosure
Period as evidenced by the Recipient's written documentation;

(ii) that becomes publicly known without breach of the Recipient's
obligations under this Agreement;

(iii) that is rightfully acquired by the Recipient from a third party
which is not subject to any restriction or obligation (whether
contractual, fiduciary, or otherwise) on disclosure or use of such
Information;

(iv) that is independently developed by the Recipient or its
Representatives without knowledge or reference to such Information,
as evidenced by written documentation or other tangible evidence;

(v) that is required to be disclosed by law or by court order or
government order, provided that the Recipient (a) promptly notifies
the Discloser of any such disclosure requirement so that the
Discloser may seek an appropriate protective order (or other
appropriate protections), and (b) provides reasonable assistance (at
no cost to the Recipient) in obtaining such protective order or
other form of protection; or
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(vi) as to which and to the extent to which the Recipient has received
express written consent from an authorized officer of the Discloser
to disclose or use.

A specific item of Information shall not be deemed to fall within the
foregoing exceptions merely because such specific item is embraced or implied by
more general Information that falls within the foregoing exceptions.
Additionally, the Recipient will have the burden of proof respecting any of the
aforementioned events on which the Recipient may rely as relieving it from the
restrictions on disclosure or use of Information, and the removal of
restrictions will be effective only from and after the date of occurrence of the
applicable event referred to above.

3. ADDITIONAL COVENANTS AND AGREEMENTS.

(a) NO OBLIGATION TO DISCLOSE; NO WARRANTY. No provision of this Agreement
shall be construed as an obligation by either Party to disclose any Information
to the other Party or to consummate the proposed Transaction or enter into any
further agreements with the other Party. All Information, including material
samples, are provided "AS IS", without warranty or guarantee of any kind as to
its accuracy, completeness, operability, fitness for a particular purpose, or
any other warranty, express or implied. Neither Party shall be liable to the
other for any damages, loss, expense, or claim of loss arising from use or
reliance on the Information of the other Party.

(b) NO LICENSE IMPLIED. Each Party acknowledges and agrees that all
Information shall remain the property of the Discloser and, except as otherwise
specifically set forth in this Agreement, no license or right with respect
thereto is granted to the Recipient, whether by implication or otherwise. The
Recipient shall have no rights whatsoever under any patent, trademark,
copyright, or application therefor, or any other proprietary right of the
Discloser, and the Recipient agrees that the Discloser shall remain free to
grant such rights to others and to disclose the Information to anyone the
Discloser chooses.

(c) RIGHTS TO LIQUIDMETAL ALLOYS. Unless otherwise specifically agreed to
by Liquidmetal in writing, Liquidmetal shall retain all rights relating to
Liquidmetal Alloys. Accordingly, except as otherwise specifically agreed to in
writing by Liquidmetal, any inventions, improvements, know-how, technology,
information, or other intellectual property developed by the Company (or its
Affiliates) relating to the composition, processing, properties, uses, or
application of Liquidmetal Alloys ("Liquidmetal-Based Technology") will be
considered Liquidmetal's Information under this Agreement and shall be solely
and exclusively owned by Liquidmetal, and Company hereby assigns such
Liguidmetal-Based Technology to Liquidmetal. For purposes hereof, "Liquidmetal
Alloy" means any amorphous alloys or bulk metallic glasses (or composite
materials containing amorphous alloys or bulk metallic glasses) that are
disclosed by Liquidmetal or its Affiliates under this Agreement or that are
covered by one or more claims under patents or patent applications owned by or
licensed to Liquidmetal or its Affiliates.

(d) MATERIAL SAMPLES. If any of the Information delivered by Liquidmetal
or its Representatives to Company consists of samples of amorphous alloys or
samples of other materials (referred to as "Materials"), then Company shall not
take or send the Materials to any location other than the facilities of the
Company without the prior written consent of Liquidmetal. The Company
acknowledges that the Materials may be experimental in nature and shall be used
with prudence and appropriate caution. The Company will not engage in any
testing or processing of the Materials (including, but not limited to, any
grinding, melting, milling, or machining of the Materials) without the express
prior written consent of Liquidmetal. In no event shall Liquidmetal be liable
for any use by the Company or its Representatives for any loss, claim, damage,
or liability, of any kind or nature, that may arise from or in connection with
the use, handling, or storage of the Materials, and the Company agrees to
indemnify and hold harmless Liquidmetal and Liquidmetal's Representatives from
any liability, loss, or damage they may suffer as a result of claims, demands,
costs, or judgments against them arising out of the use or disposition of the
Materials by the Company.

(e) THIRD-PARTY INFORMATION. The Parties hereby state that they do not
desire to acquire from each other, and they hereby agree not to furnish to one
another, any trade secret, proprietary know-how, or confidential information
acquired from third parties (unless the third party provides prior written
consent to such disclosure). Further, each Party represents and warrants to the
other that it is free to divulge, without any obligation to or violation of the
rights of any third party, any and all information which it will demonstrate,
divulge, or in any other manner make known to the other in connection with this
Agreement.

(f) ENFORCEMENT. Each Party acknowledges and agrees that due to the unique
nature of the Information, there can be no adequate remedy at law for any breach
of its obligations hereunder, which breach may result in irreparable harm to the
Discloser. Therefore, that upon any such breach or any threat thereof, the
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Discloser shall be entitled to appropriate equitable relief, including
injunction, without the requirement of posting a bond, in addition to whatever
remedies it might have at law.

(g) CHOICE OF LAW AND FORUM. This Agreement shall be governed by the laws
of the State of Florida (U.S.A.), without giving effect to the principles of
conflict of laws thereof and without regard to where the Agreement is executed
or to be performed. The parties hereby submit to the personal jurisdiction of
the courts of competent jurisdiction in Hillsborough County, Florida (U.S.A.),
and agree that any cause of action brought under or related to this Agreement by
either Party may be brought in the courts sitting in Hillsborough County,
Florida (U.S.A.).

(h) NOTICES. All notices, consents, waivers, and other communications
under this Agreement must be in writing and will be deemed to have been duly
given when (a) delivered by hand (with written confirmation of receipt), (b)
sent by telecopier (with written confirmation of receipt), provided that hard a
copy is also sent by U.S. mail, or (c) when received by the addressee, if sent
by a nationally recognized overnight delivery service (receipt requested) or
sent by certified U.S. mail (return receipt requested), in each case to the
appropriate addresses and telecopier numbers set forth below (or to such other
addresses and telecopier numbers as a Party may designate by notice to the other
parties in accordance with this paragraph).

4. MISCELLANEOUS.

Neither this Agreement nor any interest herein may be assigned, in whole
or in part, by either Party without the prior written consent of the other
Party, except that without securing such prior consent, either Party shall have
the right to assign the Agreement to any successor by way of merger or
consolidation or the acquisition of substantially all of the entire business and
assets of such Party relating to the subject matter of this Agreement; provided
that such successor shall expressly assume in writing all of the obligations and
liabilities of the assigning Party under this Agreement. If a specific provision
of this Agreement is determined to be invalid or unenforceable for any reason,
the specific provision shall be interpreted to call for the protection of the
Discloser's rights to the greatest extent which is valid and enforceable. In the
event that a specific provision of this Agreement is determined to be invalid or
unenforceable by a court of competent jurisdiction and the provision cannot be,
or the court otherwise declines to permit the provision to be interpreted to
call for protection of the Discloser's rights to an extent which is valid and
enforceable, the validity and enforceability of the remaining provisions of this
Agreement shall not be affected, and the Agreement shall thereafter be construed
as if the invalid provision had not been included in the Agreement. It is
understood by both Parties that this Agreement constitutes the complete
agreement between the Parties with respect to the subject matter hereof. This
Agreement may not be amended, modified, or waived unless in writing signed by
the Parties to this Agreement or in the case of a waiver, by the Party waiving
compliance. The failure of a Party at any time or times to require performance
of any provision, condition, or covenant hereof shall in no manner affect the
right of such Party at a later time to enforce such provision, condition, or
covenant or any other provision, condition, or covenant of this Agreement. The
section and paragraph headings in this Agreement are for convenience only and
are not intended to affect the meaning or interpretation of this Agreement. This
Agreement may be executed in counterparts, each of which will be deemed an
original, but all of which together will constitute the same agreement.

By signing this Agreement, the Parties testify to having read, understood and
agreed to the above terms and conditions, and each acknowledges receipt of a
copy of this Agreement.

LIQUIDMETAL TECHNOLOGIES COMPANY NAME: Growell Metal

/s/ YM Lee Signature: /s/ JS Park

YM Lee

CFO Name: JS Park

ADDRESS AND FAX NUMBER FOR NOTICES: ADDRESS AND FAX NUMBER FOR NOTICES:

100 North Tampa Street, Suite 3150
Tampa, Florida 33602

Attention: General Counsel Attention:
Fax No.: 813.314.0270 Fax No.:
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ATTACHMENT 8

LIQUIDMETAL TECHNOLOGIES
INTERNATIONAL DISTRIBUTOR AGREEMENT

THIS AGREEMENT is entered into November 16, 2003 between LIQUIDMETAL
TECHNOLOGIES, a corporation organized under the laws of the State of California,
United States of America, with its principal offices at Lake Forest, California,
USA (the "Company") and Growell Metal Inc., a corporation, organized under the
laws of Korea, with principal offices in 644-2, Seonggok-Dong, Danwon-Ku,
Ansan-Shi, Gyeonggi-Do, Korea.

1. PURPOSE OF THE AGREEMENT. The general purpose of this Agreement is to set
forth the terms and conditions upon which the Company will sell to the
Distributor and the Distributor will purchase from the Company the
Products, and to govern the relations between the parties with respect to
the promotion and distribution of the Products within the Territory.

2. EXCLUSIVE TERRITORY. The Distributor's territory shall be the countries of
KOREA, CHINA, JAPAN, SINGAPORE, MALAYSIA, THAILAND, INDONESIA, INDIA,
PHILIPPINES, VIETNAM AND TAIWAN (the "Territory") and shall mean the trade
area within which the Distributor shall have the exclusive right to sell
Products delivered under this Agreement excluding the o0il industry.

3. PRODUCTS. This Agreement shall cover the following products: ARMACOR and
LMC branded metal powders and wires, shown in Exhibit A (the "Products")
and such other products as the parties may agree upon in writing during
the term of this Agreement.

4. ORDERS FOR PRODUCTS.

a. All purchases of Products shall be covered by orders submitted from
time to time by the Distributor and accepted in writing by the
Company. The Distributor will place orders for the Products a
sufficient time in advance of its needs so that the Company has time
for the orderly manufacture and shipment of such Products.

b. Prices, discounts and any additional terms and conditions of sale
shall be those established by the Company and in effect on the date
the Distributor submits a specific order and are F.0.B. place of
shipment. If the price of any Products ordered by the Distributor is
increased after receipt of the order by the Company and prior to the
shipment of such Products, the Company will so notify the
Distributor and the Distributor may, by return notice made promptly
to the Company, cancel the order insofar as it covers Products to
which such price increase is applicable.

c. Distributor may request a firm quotation from the Company with
respect to a particular order. The Company shall accept or reject
such request in writing and any acceptance shall be limited to such
Products as covered by the order which are actually delivered to the
Distributor within the period designated as firm by the Company. If
no time is designated, the period during which the order shall be
deemed firm is thirty (30) days.

d. If the Company arranges for transportation, freight or insurance on
Distributor's behalf, then the Company may add an amount to cover
such charges and together with any additional handling costs
incurred by the Company.

e. The Company reserves the right to make changes in specifications,
construction or design of its Products at any time in such manner as
it may consider necessary or advisable, and any Products so changed
will be accepted by the Distributor as standard construction in
fulfillment of existing orders. The Company shall not be obliged to
furnish the Distributor with such changes on goods previously
delivered.

5. TERMS OF PAYMENT. Unless otherwise agreed in writing, Distributor agrees
to pay for all Products purchased hereunder in U.S. dollars by wire
transfer. If at the time of any specific order the Company is able to
offer different terms of payment, the Company will offer alternative terms
to Distributor.

6. DELIVERY, TRANSFER OF TITLE, AND RISK OF LOSS.
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a. Unless otherwise agreed in writing, all Products purchased hereunder
will be delivered to Distributor via transportation mode and carrier
specified by Distributor. Any transportation, freight or insurance
arranged by the Company for Distributor's account shall be in
accordance with the Company's judgment and discretion, absent
written instructions from the Distributor. Storage, insurance,
demurrage and any other charges, as well as all visas, consular and
notary fees, and any bank charges, export fees and export duties, if
any, are to be paid by the Distributor.

b. Distributor agrees to promptly examine all Products upon receipt,
and will notify the Company in writing within thirty (30) days of
all shortages, nonconforming items, or damage. Within a reasonable
time, the Company will investigate the claim and inform the
Distributor of its findings. Upon acceptance of the claim, the
Company will replace to the Distributor any nonconforming Products
or Products which are short or credit an appropriate amount to the
Distributor's account. The foregoing states the entire liability of
the Company for or resulting from any such shortages, nonconforming
items, or damage, provided that the Company shall have no
responsibility for such matters unless a claim is made by the
Distributor within thirty (30) days of the date the Products are
received by Distributor.

c. The Company agrees that it will at all times use reasonable efforts
to make shipments on or before the dates requested in orders
accepted from the Distributor. However, the Company shall not be
responsible for failure to deliver Products on time or to fill
orders when such delay or failure to deliver shall be the result of
causes beyond the reasonable control of the Company, including, but
not by way of limitation, fire or other elements, war, riot, strikes
or labor disturbances, shortages of materials, and order, decree,
law or regulation of any court, government or governmental agency,
or by the demand for any Products exceeding the Company's available
supply. If the demand from all sources for any of the Products
covered by this Agreement shall at any time exceed the Company's
available supply of such Products, the quantity of such Products to
be allotted to the Distributor, in order to provide for the
equitable distribution of the supply, shall be determined by the
Company in its sole judgment and without liability.

WARRANTY. The extent of the Company's warranty for Products sold hereunder
and manufactured by or for the Company shall be solely as set forth in the
Company's standard product warranty provided with each Product. Copies
will be made available to Distributor on request or as part of the
invoices or other shipping documents. Distributor is not authorized to
make any additional representations or warranties in connection with the
sale or use of the Products.

OPERATING REQUIREMENTS. The Distributor understands that each of the
following operating requirements is deemed by the Company to be an
essential obligation of the Distributor under this Agreement and
accordingly the Distributor agrees:

a. to purchase Products exclusively from the Company;

b. use its best efforts to market, promote, and maximize sales of the
Products in the Territory;

c. be responsible for advising Company of the necessary compliance with
all laws, regulations and statutory requirements existing in the
Territory in relation to the Products and the import, packaging and
labeling of the Products:

d. leave in position and not cover or erase any notices, trade marks or
other marks that Company may affix on any Products or the packaging
of such Products;

e. maintain adequate stocks of the Products and keep Products stored by
it in appropriate conditions which will prevent their deterioration;

f. be responsible, at its own expense, for translating all literature
and information on the Products into the languages of the Territory;

g. not do anything that may prevent the sale or interfere with the
development of sales of the Products in the Territory;

h. by November 1 of each year, provide Company with a business plan and
sales forecast for the Products for the next calendar year;

i. within 30 days after the end of each calendar quarter, provide
Company with quarterly reports of Product sales in the Territory
and, within 30 days after any request, provide Company such other
information regarding the Agreement and prospects in the Territory
as Company may reasonably require:
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10.

11.

j. be entitled, subject to the prior written consent of Company and the
terms of this Agreement, to supply products under its own label and
to order products in unbranded packaging for this purpose; and

k. not give any guarantee or warranty on behalf of Company with respect
to the Product (other than as expressly provided by Company).

1. not to seek business outside the Territory, in particular not to
promote the sale of Products, not to keep inventory of Products and
not to sell to any entity or establish any Affiliate to sell
Products outside the Territory through said entity or Affiliate;

m. to provide and maintain physical facilities commensurate with the
sales potential in the Territory;

n. to assign to the Company any rights (hereinafter "Rights") which may
accrue to the Distributor in respect of the use of the Trademarks in
the Territory; and

0. not to register or seek to register any of the Trademarks or Rights
in the Territory or elsewhere, nor shall Distributor object to any
activities of the Company in securing or maintaining Trademarks
and/or Rights in the Territory or elsewhere.

CONFIDENTIALITY. Distributor agrees to maintain in confidence all of the
Company's proprietary information and trade secrets including, without
limitation, business information, manufacturing processes, sources of
supply, formulae or any other trade secret or confidential information
made known to or learned by Distributor. Distributor agrees that it will
not use or disclose such confidential information, during or after the
termination of this Agreement, except as expressly permitted hereby in the
performance of this Agreement. This obligation of confidentiality and
non-use shall survive the termination of this Agreement.

USE OF TRADEMARKS AND RIGHTS BY DISTRIBUTOR.

a. Distributor is an importer and distributor of the Products and, as
such, is authorized only to use the Trademarks (including, but not
limited to those listed in Exhibit B), in connection with
advertising and promoting the sale of Products in the Territory in
print and media advertising.

b. Distributor's use of the Trademarks shall be in a form and manner
acceptable to the Company and accompanied by any notices or legends
requested by the Company. Prior to Distributor's use, Distributor
shall furnish samples of all advertising and promotional materials
to the Company.

c. Usage of the Trademarks by Distributor shall be subject to any other
quality control requirements and other terms and conditions
specified by the Company from time to time.

d. Distributor shall not use, or permit the use of any of the
Trademarks in any manner which might impair the goodwill of such
Trademarks, or which the Company finds objectionable.

e. Distributor agrees to immediately cease all use of any advertising
or promotional material which Company deems, in its sole discretion,
at any time, unacceptable or objectionable.

f. Distributor shall immediately cease all usage of the Trademarks and
related advertising and promotional material including, but not
limited to, any signs or billboards bearing the Trademarks,
following expiration or termination of this Agreement for any
reason.

g. Distributor hereby recognizes the Company's paramount rights in and
to all Patents, Trademarks and Rights of the Company used in
connection with the Products and shall not challenge such rights
during the term of this Agreement or after the termination of this
Agreement.

h. Distributor shall not use any Trademark or trade name used by the
Company as a part of the Distributor's firm, trading, or corporate
name without the prior written consent of the Company.

INDEMNIFICATION.

a. Distributor shall give the Company immediate notice in writing of
the commencement of any suit instituted against the Distributor
alleging an infringement of any letters patent, or any trademark or
trade name used by the Company in connection with the Product and
shall permit the Company through its counsel to defend the same. The
Company shall have control of the defense of any such suit,
including appeals from any judgment thereon and the full authority



to negotiate and conclude a binding settlement thereof. The
Distributor shall give the Company all available information,
assistance and authority to enable it to assume such defense.
Subject to compliance with the above, the Company shall, at its own
expense, defend any such suit and indemnify the Distributor against
any award entered against the Distributor by a final order of a
court of last resort if it is determined that any specified Product
sold by the Company hereunder constitutes an
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12.

13.

TERM.

infringement of third party rights. In the event that the sale of
Product purchased by Distributor is enjoined, the Company shall, at
its option and expense, either (a) procure for the Distributor the
right to sell Product in inventory, (b) replace or modify such
Product so that it no longer infringes, or (c) grant the Distributor
a credit for such Product upon its return to the Company, less
reasonable depreciation for use, damage, and obsolescence. The
Company shall not have any liability whatsoever to the Distributor
if any such infringement arises out of (a) compliance with the
design, plans, or specifications furnished to the Company by or on
behalf of Distributor, (b) the use of Product in combination with an
apparatus or device not manufactured or supplied by the Company, (c)
the use of such Product in a manner for which it was not intended,
or (d) any patent, trademark or trade name which the Distributor or
any of its Affiliates has an interest, directly or indirectly, by
license or otherwise. The foregoing states the entire liability of
the Company to the Distributor for or resulting from any such
infringement.

The Distributor agrees to indemnify and hold the Company harmless
from and against any claims arising out of the Distributor's
unauthorized use of the Trademarks or Rights. The Company shall have
control, at Distributor's expense, of the defense of any such suit,
including appeals from any judgment thereon and the full authority
to negotiate and conclude a binding settlement thereof.

The Distributor agrees to defend, indemnify and hold Company
harmless from any obligations or liabilities arising from any
unauthorized warranties or representations made by Distributor.

This Agreement shall commence on the date of execution of this

Agreement noted above ("Effective Date") and shall continue in full force
and effect for a period of five (5) years (the "Initial Term"), unless
sooner terminated as provided herein. Upon the expiration of the Initial

Term,

this Agreement will automatically renew on a year-to-year basis

unless either party provides written notice of non-renewal to the other
party at least six (6) months prior to the end of the Initial Term or the
then-occurring renewal term.

TERMINATION.

a.

This Agreement may be terminated at any time during the Initial Term
or any Renewal Term by written notification of either parties giving
two(2) months notice.

This Agreement may be terminated at any time during the Initial Term
or any Renewal Term by the Company, immediately upon written notice
to the Distributor in the event of the occurrence of any one or more
of the following events, which shall constitute a default:

i) Distributor sells Products outside the Territory, or to any
Affiliate or other entity to sell outside the Territory, or
imports Products or other products of the Company from a
source other than the Company;

ii) The Company becomes aware that a claim or legal action has
been asserted by a third party, or that any law, rule,
regulation or other government action makes it illegal,
impractical or undesirable, determined by the Company in it's
sole discretion, to continue use of the Trademarks in the
Territory;

iii) The Distributor defaults in the payment of any of its
obligations owing to the Company;

iv) The Distributor defaults in any other obligation set forth in
this Agreement, including those set forth in Sections 5, 6, 9,
10, 11, 12, 13, or 19;

V) The admitted insolvency of Distributor or the institution of
voluntary or involuntary proceedings of bankruptcy or other
insolvency laws, or for an arrangement with creditors or for
the corporate reorganization or receivership or dissolution of
the Distributor;

vi) If the Distributor is a corporation or limited liability
company, any change in the principal officers, directors,
management or ownership which, in the opinion of the Company,
will effect a substantial change in the operation, management
or control of the Distributor; or

vii) The falsification of any record or reports or any material
misrepresentation by the Distributor.

If any jurisdiction where this Agreement is to be performed requires



a license of the Distributor or the Company, either the Distributor
or the Company may terminate this Agreement immediately upon written
notice in the event:
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14.

i) If the other party fails to comply with all national and local
laws and regulations applicable to the sale of Products in the
Territory;

ii) If the Company has advised Distributor that it cannot conform
to legal requirements in the Territory or if the costs of
conforming do not make economic business sense to either
party;

iii) The Distributor or the Company fails to secure or maintain or
renew such license; or

iv) Such license of the Distributor or the Company is suspended or
revoked for any reason.

This Agreement shall automatically terminate:

i) Upon the death or incapacity of Distributor or any partner in
Distributor's firm if Distributor is an individual or a
partnership; or

ii) Upon any change in the membership of Distributor's firm if
Distributor is a partnership; or

iii) Upon the Distributor becoming defunct or otherwise losing its
legal existence as constituted at the time of this Agreement
if Distributor is a corporation or similar limited liability
company; or

iv) Upon any change in the legal structure of the Distributor
(individual, partnership, corporation, or the like); or v)
Upon the assignment or attempted assignment of this Agreement
or any interest therein or any right thereunder contrary to
Section 19.

vi) Upon any legal action brought by Growell Metal Inc. against
Liquidmetal Technologies or its affiliates except for claims
related to coatings.

Termination of this Agreement shall be without liability to either
party except for any liability occasioned by the breach of this
Agreement or with respect to any obligation incurred prior to the
date of such termination or any obligations which, by their terms,
continue beyond termination. Termination of this Agreement shall,
unless otherwise agreed in writing between the parties, cancel all
unfilled orders placed by Distributor without liability on the part
of either party.

within thirty (30) days prior to the date of the expiration or
within thirty (30) days following notice of termination of this
Agreement, notwithstanding the absence of a continuing relationship
between Distributor and the Company, the Company will have the right
to submit an offer to Distributor to purchase some or all remaining
inventories of Products under the control of Distributor. If
Distributor refuses to accept such offer of the Company, Distributor
may sell off its inventories of Products to third parties only at a
price which exceed any offer made by the Company, and Distributor
will be bound by all applicable provisions of this Agreement.

Upon the expiration or termination of this Agreement, Distributor shall,

at the request of the Company, renounce or transfer to the Company,
or to a person or entity identified by the Company, all product
registrations and other permits and registrations relating to the
Products, Patents, Trademarks, Rights or this Agreement.

NOTICES. Any notices or other communications required or made pursuant to
this Agreement shall be in writing and shall be deemed to have been duly

given

when delivered in person or upon confirmation of receipt of telex or

facsimile transmission, or on receipt after dispatch by registered or
certified mail, postage prepaid, addressed as follows:

IF TO

IF TO

THE COMPANY:

LIQUIDMETAL TECHNOLOGIES
25800 Commercentre Dr.

Suite #100
Lake Forest, CA 92630
USA

ATTN: John Kang
THE DISTRIBUTOR:

Growell Metal
644-2, Seonggok-Dong, Danwon-Ku



Ansan-Shi, Gyeonggi-Do
Korea
ATTN: Jay S. Park
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15.

16.

17.

18.

19.

20.

21.

or such other address, fax or telex numbers as the person to whom the
notice is to be given shall notify the other in the manner provided above.

NO AGENCY. It is acknowledged by the parties that Distributor is not an
agent of the Company and in all matters hereunder is acting in the
capacity of independent contractor. Distributor is not authorized to incur
any obligations or make any promises or representations on behalf of the
Company .

SUCCESSORS AND ASSIGNS. The Agreement and all provisions hereof shall be
binding upon and inure to the benefit of the parties hereto and their
respective successors and permitted assigns. Neither this Agreement nor
any of the rights or obligations hereunder shall be assigned by
Distributor without the prior written consent of the Company.

SEVERABILITY. Wherever possible, each provision hereof shall be
interpreted in such manner as to be effective and enforceable under
applicable law, but if for any reason any one or more of the provisions of
this Agreement shall be held to be invalid, illegal or unenforceable in
any respect, such invalidity, illegality or unenforceability shall not
affect any other provision of this Agreement, and such provision shall be
reformed so that it would be valid, legal and enforceable to the maximum
extent permitted in the governing jurisdiction. If such reformation is not
possible, this Agreement shall be construed as if such invalid, illegal or
unenforceable provision have never been contained herein.

ENTIRE AGREEMENT, WAIVER, AND AMENDMENTS. This instrument contains the
entire understanding of the parties hereto with regard to the subject
matter contained herein, and supersedes all prior agreements,
understandings or intents. Each party expressly disclaims any
representations, promises or warranties, by whomever made, except as
continued herein. No amendment or modification of this Agreement shall be
binding on either party unless in writing and signed by an authorized
officer of such party. The provisions of this Agreement shall prevail in
the event of any conflict between this Agreement and the terms and
conditions of sale printed on any order, invoice, acknowledgment or
similar sales document. No waiver by either party of any default in the
performance of this Agreement by the other shall be deemed to be a waiver
of any prior or subsequent default of performance hereunder and any such
waiver must be in writing, signed by an authorized representative of the
party sought to be bound thereby.

INTERPRETATION. Section headings are inserted for convenience and are not
intended to be a part of or to affect the meaning or interpretation of
this Agreement. Unless otherwise specified, any reference to sections or
parties is a reference to sections or parties to this Agreement and any
reference to the singular includes a reference to the plural and vice
versa. This Agreement shall be interpreted in English only.

APPLICABLE LAW. The provisions hereof shall be construed and given effect
according to the laws of the State of California, but without giving
effect to any conflict of laws rules.

ARBITRATION. Any controversy or claim arising out of or relating to this
Agreement or the breach thereof, shall be settled by Arbitration in
accordance with the commercial Arbitration Rules of the American
Arbitration Association and judgement upon the Award rendered by the
Arbitrator may be entered in any court having jurisdiction thereof. There
shall be one Arbitrator and the place of arbitration shall be Orange
County, California.

EXECUTED AND DATED as provided below.



TITLE: CHAIRMAN & CEO
ACCEPTED: GROWELL METAL INC.

ACCEPTED:LIQUIDMETAL
BY: DATE: TECHNOLOGIES

NAME : BY: DATE:

International Distributor Agreement
Page 6 of 10



NAME : TITLE:

International Distributor Agreement
Page 7 of 10



EXHIBIT A
COMPANY PRODUCTS
LMC "Mp"(Former ARMACOR "M") Powder
LMC "C" Plus(Former ARMACOR "C" Plus) Powder
LMC "Mw"(Former ARMACOR "M" )Wire
LMC "16W" (Former ARMACOR "16") Wire
LMC "Cw"(Former ARMACOR "C") Wire
DUOCOR Wire
LMC "68WC" Wire
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EXHIBIT B
COMPANY TRADEMARKS

"ARMACOR"

"LIQUIDMETAL TECHNOLOGIES"

"LMT"

"LMC"

"LIQUIDMETAL COATING"

"LIQUIDMETAL"

[LOGO]
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EXHIBIT C
REVENUE TARGETS
The minimum annual sales commitment will be $300,000 (Three Hundred Thousand US

Dollars).
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ATTACHMENT 9
DIECASTING TECHNOLOGY TRANSFER & EQUIPMENT SALES AGREEMENT

Liquidmetal Technologies (Korea) (hereinafter "Liquidmetal") and Growell Metal
(hereinafter "Growell"), hereby agree to the purchase and sale of Liquidmetal
diecasting machines under the following terms and conditions:

SECTION 1. PURPOSE

In order to expand Liquidmetal's amorphous alloy business, Liquidmetal
will transfer diecasting machinery to Growell. The purpose of this Agreement is
to determine the necessary terms for the purchase of diecasting machines and
future business development.

SECTION 2. SALES OF DIECASTING MACHINES

If Growell requests the purchase of diecasting machinery, Liquidmetal must
sell those machines to Growell in mutually agreed quantities. Specific
gquantities, prices, delivery methods and installation procedures will be
specified in a separate agreement under mutually agreeable and reasonable terms.
The machines may only be used to die cast Liquidmetal parts under Section 3
below.

SECTION 3. DIECASTING BUSINESS PERMIT FOR GROWELL

3.1. For the term of this Agreement, Liquidmetal grants Growell the right
to use the purchased machines to die cast auto parts from
Liquidmetal alloys for sale to Growell customers who are located in
the Republic of Korea, provided that such die casting may only be
performed in Korea. Upon written consent from Liquidmetal, Growell
can expand the scope of this right to include different application
areas under a separate agreement with Liquidmetal in the future.

3.2. If Liquidmetal internally engages in the die casting of auto parts
from Liquidmetal alloys, Liquidmetal will not sell any such auto
part to any customer of Growell if, prior to the proposed sale by
Liquidmetal, Growell was already supplying the same part to the
customer. .

3.3. Growell will pay to Liquidmetal a royalty equal to 17.5% of
Growell's monthly "gross profit" from the sale of cast parts that
contain Liquidmetal alloys. "Gross profit" means sales minus cost of
goods sold. This royalty will be due and payable to Liquidmetal
within thirty (30) days after the end of the month in which royalty
was earned. This royalty will be in consideration of the rights
granted under Section 3.1 and Section 4.1 below.

SECTION 4. RIGHT TO MANUFACTURING OF LIQUIDMETAL ALLOYS

4.1 Growell may itself produce the pre-diecast Liquidmetal ingots that
are necessary for the exercise of Growell's rights under Section 3
above. .

4.2 Growell has a right to supply Liquidmetal pre-diecasting alloys
(i.e. ingots) only to Liquidmetal or some entity designated by
Liquidmetal.

4.3
SECTION 5. TERM OF AGREEMENT

This Agreement shall be in effect for five (5) years from the date of
execution. If the Agreement is not cancelled (by written notice) at least one
month prior to the last day of the term of this Agreement, then the Agreement
will automatically be renewed for a one year period. This Agreement will
continue being automatically renewed for subsequent one year periods until it is
terminated by written notice one month period prior to the last day of the one
year extension.

SECTION 6. LIABILITY

6.1 If there is any material breach by either party, then the breached
party shall have a claim for damages from the breaching party.

6.2 Compensation need not be provided for damages caused by force
majeure and other acts of god.



SECTION 7. TERMINATION OF AGREEMENT

7.1 Either Liquidmetal or Growell may terminate this Agreement if either
of the cases (i) or (ii) occurs. Termination will require written
notice to the other party and the Agreement shall be considered
terminated after 30 days of receipt of this notice.

(1) One of the two parties does not fulfill its duties under this
Agreement so that the true objectives of this Agreement can
not be fulfilled.

(ii) One of the two parties files for bankruptcy or the court
determines that one of the companies is unviable and needs to
be dissolved.

SECTION 8. EFFECTIVE DATE OF AGREEMENT
This Agreement is effective at the time this Agreement is executed.
SECTION 9. TRANSFER OF RIGHTS AND DUTIES

All rights and duties stipulated in this Agreement cannot be transferred
to third parties without the approval of both Liquidmetal and Growell.

SECTION 10. PREVIOUS AGREEMENTS

If there is a conflict between this Agreement and the prior June 14, 2002
agreement, this Agreement shall have priority.

SECTION 11. GENERAL TERMS

11.1 Amendments to this Agreement can be effective only upon approval and
signature by Liquidmetal and Growell.

11.2 If there is any conflict or dispute regarding what is not covered in
this Agreement or in the interpretation of this Agreement,
Liquidmetal and Growell shall discuss these issues in a reasonable
manner to resolve the dispute.

11.3 If there is need for dispute resolution, the parties shall go to the
Seoul District Court for dispute resolution or see a third party
arbitrator.

11.4 Growell acknowledges that the die casting machines purchased by
Growell are proprietary to Liquidmetal and are subject to the
nondisclosure agreement between Growell and Liquidmetal. Therefore,
neither the machines nor any information about the machines shall be
disclosed to any third party at any time. Unless otherwise
specifically agreed to by Liquidmetal in writing, Liquidmetal shall
retain all rights relating to its Liquidmetal alloys. In addition,
except as otherwise specifically agreed to in writing by
Liquidmetal, any inventions, improvements, know-how, technology,
information, or other intellectual property developed by Growell
relating to the composition, processing, properties, uses, or
application of Amorphous Alloys ("Amorphous Alloy Technology") will
be solely and exclusively owned by Liquidmetal, and Growell hereby
assigns such Amorphous Alloy Technology to Liquidmetal. For purposes
hereof, "Amorphous Alloy" means any amorphous metallic materials or
composites containing amorphous metallic materials, including but is
not limited to Liquidmetal(R)alloys and any amorphous metals
(including bulk metallic glasses) or composites containing the same.

11.5 Growell will not issue any press releases or public statement about
this Agreement unless the press release or statement is first
approved by Liquidmetal in writing.



The parties, Liquidmetal and Growell, have signed 2 copies of this Agreement and
have each retained 1 copy for their records.

March 24, 2003

/s/ Sung Taek Hong

CEO: Hong, Sung Taek

Company Name: Liquidmetal Korea

Address: 11th Floor, Posco Building West
892 Daechi 4-dong, Kangnam-ku
Seoul, Korea

/s/ JS Park

CEO: Park,

Jeong Seo

Company Name: Growell Metal

Address:

#319-8 Kasan-Dong,
Seoul, Korea

Kumchon-Gu



LIQUIDMETAL KOREA CO., LTD.
884, Uhyun Hansan Industrial Complex
Uhyun-ri, Chungbook-myun
Pyungtaek City, Kyunggi Province, Republic of Korea

January 10, 2004

Mr. Jeong Seo Park, Chairman
Growell Metal Co., Ltd.

166, Shinhang-ri, Doonpo-myun
Ansan City, Choongnam Province
Republic of Korea

Re: Growell's desire to sell diecasting machines
Dear Mr. Park:

The purpose of this letter is to affirm the willingness of Liquidmetal
Korea Co., Ltd. ("Liquidmetal Korea") and Liquidmetal Technologies, Inc.
(together with Liquidmetal Korea, "Liquidmetal") to assist in the sale of some
or all of the diecasting machines currently owned by Growell Metal Co., Ltd.
("Growell Metal").

Currently, Section 9 of the Diecasting Technology Transfer and Equipment
Sales Agreement, dated March 24, 2003, between Growell Metal and Liquidmetal
Korea (the "Diecasting Agreement") provides that Growell Metal's rights and
duties under said agreement cannot be transferred to third parties without the
approval of both of Liquidmetal Korea and Growell Metal. This letter agreement
will confirm that, notwithstanding the language of Section 9, Liquidmetal agrees
that in the event Growell Metal hereafter desires to transfer and assign to a
specific third party (a "Prospective Customer") all or any portion of its rights
under the Diecasting Agreement (including any die casting equipment purchased
thereunder), then Liquidmetal agrees that it will consent to such assignment so
long as such assignment to the Prospective Customer is not materially adverse to
Liquidmetal's ongoing business and technology goals (and Liquidmetal must use
its reasonable and good faith discretion in making this determination), and
Liguidmetal will cooperate in good faith with Growell Metal to enable Growell
Metal to accomplish such transfer and assignment to the Prospective Customer.

In addition, as an accommodation to Growell Metal, if Liquidmetal becomes
aware of any Prospective Customer that desires to purchase a proprietary
Liquidmetal casting machine at a time when Growell Metal desires to sell any of
its Liquidmetal casting machines, then Liquidmetal will not sell such casting
machine to the Prospective Customer unless Liquidmetal first directs the
Prospective Customer to Growell Metal and encourages the Prospective Customer to
purchase the machine from Growell Metal for a purchase price of at least
$500, 000 per machine (provided that the casting machine meets the Prospective
Customer's specifications). Also, upon the request of Growell Metal, Liquidmetal
Korea will confirm to Prospective Customers that Liquidmetal has sold to



other third parties Liquidmetal casting machines of the type currently owned by
Growell Metal at a price that is approximately equal to $500,000 per machine.

To confirm your desire to have Liquidmetal assist in the foregoing, please
sign this letter below and return an originally signed copy to me at your
earliest convenience. We are excited to be able to be of assistance.

Sincerely,

/s/ John Kang

Acknowledged and agreed to this
11th day of January, 2004.

GROWELL METAL CO., LTD.

By: /s/ JS Park
Mr. Jeong Seo Park, Chairman






EXHIBIT 21

Liquidmetal Technologies, Inc. has two material direct subsidiaries and no
material indirect subsidiaries, as follows:

(a) Liquidmetal Golf: Liquidmetal Technologies holds 79.19% of the issued and
outstanding common stock of Liquidmetal Golf, a California corporation.

(b) Liguidmetal Korea Co., Ltd.: Liquidmetal Technologies holds 99.97% of the
issued and outstanding equity securities of Liquidmetal Korea Co., Ltd., a South
Korean limited liability company.



EXHIBIT 23.1

Consent of Registered Independent Public Accounting Firm

Board of Directors
Liquidmetal Technologies, Inc.

We consent to the incorporation by reference of our report of Independent
Registered Public Accounting Firm dated October 22, 2004 on the consolidated
balance sheets as of December 31, 2003 and 2002, and the related consolidated
statements of operations and comprehensive loss, shareholders' equity
(deficiency), and cash flows for each of the three years in the period ended
December 31, 2003 included in this Form 10-K, into the Company's previously
filed Registration Statement (File No. 333-101447).

/s/ STONEFIELD JOSEPHSON , INC.

CERTIFIED PUBLIC ACCOUNTANTS

Irvine, California
October 22, 2004



EXHIBIT 31.1

CERTIFICATION
I, John Kang, certify that:
1. I have reviewed this annual report on Form 10-K of Liquidmetal
Technologies Incorporated;
2. Based on my knowledge, this annual report does not contain any untrue

statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this annual
report;

3. Based on my knowledge, the financial statements, and other financial
information included in this annual report, fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;

4, The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual
report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date
of this annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusions about the
effectiveness of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;

5. The registrant's other certifying officers and I have disclosed, based on
our most recent evaluation, to the registrant's auditors and the audit committee
of registrant's board of directors (or persons performing the equivalent
function):

a) all significant deficiencies in the design or operation of internal
controls which could adversely affect the registrant's ability to
record, process, summarize and report financial data and have
identified for the registrant's auditors any material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's
internal controls; and

6. The registrant's other certifying officers and I have indicated in this
annual report whether or not there were significant changes in internal controls
or in other factors that could significantly affect internal controls subsequent
to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: November 9, 2004 By: /s/ John Kang

John Kang
President and Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION
I, Tony Chung, certify that:
1. I have reviewed this annual report on Form 10-K of Liquidmetal
Technologies Incorporated;
2. Based on my knowledge, this annual report does not contain any untrue

statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this annual
report;

3. Based on my knowledge, the financial statements, and other financial
information included in this annual report, fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;

4, The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual
report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date
of this annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusions about the
effectiveness of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;

5. The registrant's other certifying officers and I have disclosed, based on
our most recent evaluation, to the registrant's auditors and the audit committee
of registrant's board of directors (or persons performing the equivalent
function):

a) all significant deficiencies in the design or operation of internal
controls which could adversely affect the registrant's ability to
record, process, summarize and report financial data and have
identified for the registrant's auditors any material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's
internal controls; and

6. The registrant's other certifying officers and I have indicated in this
annual report whether or not there were significant changes in internal controls
or in other factors that could significantly affect internal controls subsequent
to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: November 9, 2004 By: /s/ Tony Chung

Tony Chung
Vice President of Finance



EXHIBIT 32.1
CERTIFICATION

In connection with the Annual Report on Form 10-K of Liquidmetal Technologies
Incorporated (the Company) for the period ended December 31, 2003 as filed with
the Securities and Exchange Commission on the date hereof (the Report), I, John
Kang, President and Chief Executive Officer of the Company, certify pursuant to
18 U. S. C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-0xley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13 (a) or 15
(d) of the Securities Exchange Act of 1934, as amended; and
2. The information contained in the Report fairly presents, in all material
respects, the financial condition and results of operations of the
Company.
Date: November 9, 2004 By: /s/ John Kang
John Kang

President and Chief Executive Officer



EXHIBIT 32.2
CERTIFICATION

In connection with the Annual Report on Form 10-K of Liquidmetal Technologies
Incorporated (the Company) for the period ended December 30, 2003 as filed with
the Securities and Exchange Commission on the date hereof (the Report), I, Tony
Chung, Vice President of Finance of the Company, certify pursuant to 18 U. S. C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that

1. The Report fully complies with the requirements of Section 13 (a) or 15
(d) of the Securities Exchange Act of 1934, as amended; and
2. The information contained in the Report fairly presents, in all material
respects, the financial condition and results of operations of the
Company.
Date: November 9, 2004 By: /s/ Tony Chung
Tony Chung

Vice President of Finance






