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16810 Kenton Drive, Suite 240

Huntersville, NC 28078

October ,2013

Dear Fellow Stockholder:

On behalf of the Board of Directors, I cordially invite you to attend the 2013 Annual Meeting of Stockholders to be held at 9:00 a.m., local time,
on Thursday, November 21, 2013, at JW Marriott hotel at 151 West Adams, Chicago, Illinois. The formal notice of the Annual Meeting appears
on the following page.

The attached Notice of Annual Meeting and Proxy Statement contain detailed information about the matters that we expect to act upon at the
Annual Meeting.

Please sign, date and specify your choices on the enclosed proxy card and promptly return it in the enclosed business reply envelope. This will
help insure that your shares are represented at the Annual Meeting, whether or not you plan to attend the Annual Meeting. If you attend the
meeting, you may revoke your proxy and personally cast your vote.

We look forward to seeing you at the Annual Meeting and urge you to return your proxy card as soon as possible.

Sincerely,

/s/ John O Rourke
Lime Energy Co.
John O Rourke
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LIME ENERGY CO.
16810 Kenton Drive, Suite 240

Huntersville, NC 28078

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

To be held November 21, 2013

To the Stockholders of

LIME ENERGY CO.:

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Lime Energy Co. will be held at the JW Marriott hotel at 151 West
Adams, Chicago, Illinois at 9:00 a.m. local time, on Thursday, November 21, 2013, for the following purposes:

1. To elect five directors to our Board of Directors;

2. To approve the issuance of common stock upon the conversion of our preferred stock and the exercise of our outstanding
warrants issued in connection with the sale of our Series A Preferred Stock;

3. To approve an amendment to our 2010 Non-Employee Directors Stock Plan to increase the maximum number of shares
of common stock currently available for awards under the Plan from 35,715 shares to 71,430 shares;

4. To approve the 2013 Employee Stock Purchase Plan;

5. To approve an advisory vote on executive compensation;
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6. To hold an advisory vote on the frequency of future executive compensation advisory votes ; and
7. To ratify the appointment of BDO USA, LLP as our independent registered public accounting firm for the fiscal year
2013.

Stockholders will also transact such other business as may properly come before the Annual Meeting or any adjournment thereof. As of the date
of this notice, our Board of Directors knows of no other proposals or matters to be presented.

The foregoing items of business are more fully described in the proxy statement accompanying this notice. This proxy statement is accompanied
by a copy of the annual report to stockholders. The Board of Directors has fixed the close of business on October 22, 2013 as the record date for
determining stockholders entitled to notice of, and to vote at, the Annual Meeting or any adjournment thereof.

The Board of Directors encourages you to complete, sign and date the enclosed proxy card and promptly return it in the enclosed postage
prepaid envelope, regardless of whether you plan to attend the Annual Meeting.

By Order of the Board of Directors,

/s/ Richard P. Kiphart

Richard P. Kiphart

Chairman of the Board of Directors
Huntersville, North Carolina
October ,2013
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LIME ENERGY CO.
16810 Kenton Drive, Suite 240

Huntersville, NC 28078

PROXY STATEMENT
FOR ANNUAL MEETING OF STOCKHOLDERS

To be held Thursday, November 21, 2013

GENERAL INFORMATION

This proxy statement and the enclosed proxy card are being furnished to our stockholders in connection with the solicitation of proxies by the
Board of Directors of Lime Energy Co., a Delaware corporation, for use at our Annual Meeting of Stockholders to be held at JW Marriott hotel
at 151 West Adams, Chicago, Illinois at 9:00 a.m. local time, on Thursday, November 21, 2013, and any adjournments thereof. This proxy
statement and the accompanying form of proxy are first being mailed to stockholders on or about November ~ , 2013.

A copy of our 2012 Annual Report on Form 10-K for the year ended December 31, 2012 has been mailed to you. Our proxy statement for the
Meeting and the 2012 Annual Report on Form 10-K can be viewed on our website at https://materials.proxyvote.com/

We use the terms Lime Energy, the Company, we, our and us in this proxy statement to refer to Lime Energy Co. and its consolidated
subsidiaries, unless the context otherwise requires.

On October 10, 2013, we effected a 1 for 7 reverse stock split of our common stock. All references to numbers of shares, and to prices per
share, of our common stock in this proxy statement mean number of shares and price per share as adjusted for the effects of that reverse stock
split, respectively.

Solicitation

10



Edgar Filing: LIME ENERGY CO. - Form PRE 14A

The cost of this proxy solicitation will be borne by Lime Energy. We may request banks, brokers, fiduciaries, custodians, nominees and certain
other record holders to send proxies, proxy statements and other materials to their principals at our expense. Those banks, brokers, fiduciaries,
custodians, nominees and other record holders will be reimbursed by us for their reasonable out-of-pocket expenses of solicitation. We do not
anticipate that costs and expenses incurred in connection with this proxy solicitation will exceed an amount normally expended for a proxy
solicitation for an election of directors in the absence of a contest. In addition to soliciting proxies by mail, we and our directors, officers and
regular employees may also solicit proxies personally, by telephone or by other appropriate means. No additional compensation will be paid to
directors, officers or other regular employees for such services.

11
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Record Date and Outstanding Shares

Our Board of Directors fixed the close of business on October 22, 2013 as the record date for the determination of stockholders entitled to notice
of, and to vote at, the Annual Meeting or any adjournments thereof. As of the close of business on the record date, we had shares of
common stock with voting rights as to certain matters outstanding. Each outstanding share of common stock on such date is entitled to one vote
on each matter to be voted on at the Annual Meeting.

Required Vote

The affirmative vote of a majority of the shares of common stock voted in person or by proxy at the Annual Meeting is required to elect the
nominees to the Board of Directors, to approve each of Proposals 2, 3, 4 and 5, to approve one of the three frequency options under the advisory
vote on the frequency of future executive compensation advisory votes (Proposal 6), and to ratify the appointment of our independent auditors
(Proposal 7). With respect to Proposal 6, if none of the three frequency options receives the vote of the holders of a majority of the votes cast,
we will consider the frequency option (one year, two years or three years) receiving the highest number of votes cast by stockholders to be the
frequency that has been recommended by stockholders. However, as described in more detail in Proposal 6, because this proposal is
non-binding, the Board of Directors may decide that it is in the best interest of our stockholders and the Company to hold future executive
compensation advisory votes more or less frequently. Proposal 5 is also a non-binding proposal. Stockholders do not have any rights to
cumulate their votes in the election of directors.

Quorum; Abstentions and Broker Non-Votes

The required quorum for transaction of business at the Annual Meeting will be a majority of the total votes of the shares of common stock issued
and outstanding as of the record date. Votes cast by proxy or in person at the Annual Meeting will be tabulated by the election inspector
appointed for the meeting and will be taken into account in determining whether or not a quorum is present. Abstentions and broker non-votes,
which occur when a broker has not received customer instructions and indicates that it does not have the discretionary authority to vote on a
particular matter on the proxy card, will be included in determining the presence of a quorum at the Annual Meeting. Abstentions will have the
effect of a vote against the election of the nominees to the Board of Directors, to approve each of Proposals 2, 3, 4 and 5 and to ratify the
appointment of our independent auditors. Abstentions will not be counted for Proposal 6, and therefore will have no effect on the outcome of
Proposal 6. Broker non-votes will not be counted, and therefore will have no effect on the outcome on the election of directors, any of the
proposals or the ratification of our independent auditors.

If you own shares through a bank, broker, or other holder of record, you must instruct your bank, broker, or other holder of record how to vote in
order for them to vote your shares so that your vote can be counted. Unless you provide voting instructions to any broker holding shares on your
behalf, your broker may not use discretionary authority to vote your shares on any of the matters to be considered at the annual meeting other
than the ratification of our independent registered public accounting firm. Please vote your proxy so your vote can be counted.

12
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Voting of Proxies; Revocability of Proxies

Our Board of Directors selected Jeffrey R. Mistarz and Anne Berg, the persons named as proxies on the proxy card accompanying this proxy
statement, to serve as proxies. Mr. Mistarz is our executive vice president, chief financial officer, treasurer and corporate secretary, and Ms. Berg
is our general counsel and assistant secretary. The shares of common stock represented by each executed and returned proxy will be voted in
accordance with the directions indicated thereon, or if no direction is indicated, the proxy will be voted in accordance with the recommendations
of the Board of Directors contained in this proxy statement.

All stockholders may vote in person at the Annual Meeting. You may also be represented by another person at the Annual Meeting by executing
a proper proxy designating that person. If you are a beneficial owner of shares, you must obtain a legal proxy from your broker, bank or other
holder of record and present it to the inspectors of election with your ballot to be able to vote at the Annual Meeting.

You can revoke a proxy you have given at any time before the shares it represents are voted by giving our secretary either (1) an instrument
revoking the proxy or (2) a duly executed proxy bearing a later date. Additionally, you may change or revoke a previously executed proxy by
voting in person at the Annual Meeting. However, your attendance at the Annual Meeting will not, by itself, revoke your proxy.

Dissenter s Right of Appraisal

There is no proposal or matter that will be acted upon in the meeting that would grant dissenting stockholders the right of appraisal.

Interest of Certain Officers and Directors in Matters to be Acted Upon

Richard Kiphart, the Chairman of our Board of Directors, holds 479,774 shares of our Series A Preferred Stock and warrants to purchase
211,641 shares of our common stock issued in connection with the sale of our Series A Preferred Stock. Those shares of our Series A Preferred
Stock will not be convertible into our common stock and those warrants may not be exercised unless Proposal 2 is approved by our stockholders.

Annual Report to Stockholders

We are simultaneously furnishing to you with this proxy statement our Annual Report to Stockholders for the fiscal year ended December 31,
2012, which contains financial and other information pertaining to us.

Multiple Stockholders Sharing the Same Address

13
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Owners of common stock who hold their shares in a brokerage account may receive a notice from their broker stating that only one proxy
statement will be delivered to multiple security holders sharing an address. This practice, known as householding, is designed to reduce printing
and postage costs. However, if any stockholder residing at such an address wishes to receive a separate proxy statement, he or she may contact

our Corporate Secretary at Lime Energy Co., 16810 Kenton Drive, Suite 240, Huntersville, NC 28078 or by telephone at (704) 892-4442.

14



Edgar Filing: LIME ENERGY CO. - Form PRE 14A

Table of Contents

PROPOSAL 1

ELECTION OF DIRECTORS

At the Annual Meeting, five nominees to the Board of Directors will be elected to hold office for a term ending at our 2014 Annual Meeting of
stockholders or until their respective successors are duly elected and qualified. All nominees listed below are currently members of our Board of
Directors and have consented to being named in this proxy statement and to serve as directors, if elected. If, at the time of the Annual Meeting,
any nominee becomes unavailable or declines to serve as a director for any reason, the persons named in the proxy will vote for the substitute
nominee(s) as the Board of Directors recommends, or vote to allow the vacancy created by the nominee who is unable or declines to serve to
remain open until filled by the Board of Directors, as the Board of Directors recommends. The Board of Directors has no reason to believe that
any nominee will be unable or decline to serve if elected to office. The Board has set the size of the Board of Directors at seven members.
There are currently two vacancies, which the Board is seeking to fill. To date it has not identified qualified candidates to fill these vacancies.
Under our by-laws, the Board may appoint directors to fill these vacancies until the next annual meeting of stockholders or set the size of the
Board at a number of directors ranging from three to twelve.

Nominees for Director

The following table presents the names of the director nominees as well as certain information about them. Proxies cannot be voted for a greater
number of persons than the number of nominees named.

Served as
Name Age Position Held with the Company Director Since
Gregory T. Barnum 58 Director (1)(2) 2006
Christopher W. Capps 31 Director (1) 2009
Stephen Glick 66 Director (1) (2)(3) 2009
Richard P. Kiphart 72 Chairman of the Board (2)(3) 2006
John O Rourke 53 Director; Chief Executive Officer 2011

(D) Member of our Audit Committee.
2) Member of our Compensation Committee.
3) Member of our Governance and Nominating Committee.

Below, we provide the following information for each director and Board of Directors nominee:

. principal occupations for at least the past five years

15
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. the names of any other public companies where the nominee or director currently serves as a director or has served during the past
five years
. the particular experience, qualifications, attributes or skills that led the Board to conclude that the person should serve as a director

for the company

Gregory T. Barnum is currently the vice president of finance, chief financial officer and corporate secretary of Datalink Corporation, a
provider of data center infrastructure services. Prior to joining Datalink in March 2006, Mr. Barnum was the vice president of finance, chief
financial officer and corporate secretary of Computer Network Technology Corporation since July 1997. From September 1992 to July 1997,
Mr. Barnum served as senior vice president of finance and administration, chief financial officer and corporate secretary at Tricord Systems,
Inc., a manufacturer of enterprise servers. From May 1988 to September 1992, Mr. Barnum served as the executive vice president, finance,
chief financial officer, treasurer and corporate

16
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secretary for Cray Computer Corporation, a development stage company engaged in the design of supercomputers. Prior to that time, Mr.
Barnum served in various accounting and financial management capacities for Cray Research, Inc. Mr. Barnum is a Certified Public Accountant
and a member of the American Institute of Certified Public Accountants. Mr. Barnum also serves on the Board of Wireless Ronin Technologies,
Inc. Mr. Barnum s 20+ years of accounting experience and experience as a chief financial officer of publicly traded companies qualify him to
serve on our board of directors and act as a financial expert.

Christopher W. Capps served as President and Chief Executive Officer of Advanced Biotherapy, Inc. from August 2006 until we acquired
Advanced Biotherapy, Inc., on March 3, 2010. Since September 2005, Mr. Capps has also served as President and CEO of KGC Partners, a
private equity firm. Mr. Capps s experience working with small and mid-sized companies and knowledge of current corporate finance
techniques and market activities qualifies him to serve on our board.

Stephen Glick has been one of our directors since July 2009. Mr. Glick was the President of Applied Energy Management, Inc., a company he
founded in 1984, until we acquired the company in June 2008. Mr. Glick s 20+ years of experience running an energy efficiency business serving
some of the nation s largest ESCOs makes him qualified to serve on our board.

Richard P. Kiphart is currently the head of the Private Client Advisors group and a principal of William Blair & Company for over 43 years.

In addition, Mr. Kiphart is currently chairman of Ranair Inc. and the former chairman of Nature Vision and The Merit Music School, and is
currently the president and chief executive officer of the Lyric Opera of Chicago, the chairman of the Erikson Institute and serves on the board

of Children s Memorial Hospital and Columbia College. Mr. Kiphart s leadership skills and extensive investment banking experience, as well as
his experience serving on numerous boards makes him qualified to serve on our board.

John O Rourke has served as our chief executive officer since May 2011. From February 2010 to May 2011 he served as our chief operating
officer. Mr. O Rourke was previously president and chief executive officer of our subsidiary, Lime Energy Services Co. (fka Applied Energy
Management, Inc.), which we acquired in June 2008. Prior to joining Applied Energy Management, Mr. O Rourke was the president of
Landmark Service Company, LLC from July 2003 until September 2004, when the company was acquired by Applied Energy Management.
Prior to working at Landmark, he was vice president of engineering and operations at Duke Solutions, a Duke Energy subsidiary. Mr. O Rourke
currently serves on the Board of the National Association of Energy Services Companies (NAESCO). Mr. O Rourke s industry experience and
responsibility for executing the Company s strategic plan qualify him for his position on the Lime Energy board.

The Board of Directors recommends that the stockholders vote
FOR

the election of all of the director nominees.

17
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Leadership Structure and Role in Risk Oversight

The Company s board leadership structure separates the roles of board chair and principal executive officer roles. When the board chair is not an
independent director, an independent director is designated as the lead director. At present, Richard Kiphart is the chairman of the board and
John O Rourke is the chief executive officer. The Company determines the leadership structure it deems appropriate based on factors such as the
experience and availability of the applicable individuals, the current business environment of the Company or other relevant factors. After
considering these factors, the Company believes that separating the positions of chairman of the board, lead director and chief executive officer

is the appropriate board leadership structure at this time, allowing our chief executive officer to focus on the business strategy and operations of
the Company, while our executive chairman provides leadership to the Board necessary for the Board to fulfill its responsibilities and the lead
director provides independent perspective on the Board s activities. In the future, the Company may determine that combining some of these
positions may be the best structure for operating the Company, based on the factors at that time or, if the board chair is an independent director,
that there is no need to separately designate a lead director.

The Board of Directors is responsible for oversight of the Company s risk management practices while management is responsible for the
day-to-day risk management processes. In the Board s opinion, this division of responsibilities is the most effective approach for addressing the
risks facing the Company, and the Company s board leadership structure supports this approach. The Board receives periodic reports from
management regarding the most significant risks facing the Company. In addition, the Audit Committee assists the Board in its oversight role by
receiving periodic reports regarding the Company s risk and control environment.

Diversity

The Board does not have a formal policy with respect to Board nominee diversity. In recommending proposed nominees to the full Board, the
Nominating Committee is charged with building and maintaining a board that has an ideal mix of talent and experience to achieve our business
objectives in the current environment. In particular, the Nominating Committee is focused on relevant subject matter expertise, depth of
knowledge in key areas that are important to us, and diversity of thought, background, perspective and experience so as to facilitate robust
debate and broad thinking on strategies and tactics pursued by us.

Family Relationships

The only family relationship between any of our directors and officers is that Mr. Kiphart is the father-in-law of Mr. Capps.

Director Attendance

During the fiscal year ended December 31, 2012, the Board of Directors held 14 formal meetings. In addition, there were five meetings of the
Audit Committee and twelve meetings of the special subcommittee of the Audit Committee. During 2012, all members of the Board of Directors
attended at least 75% of the total of all board meetings and applicable committee meetings. We encourage our Board members to attend our
Annual Meeting, but we do not have a formal policy requiring attendance. Our independent directors met in executive session, without

18
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management directors present, two times during 2012, each time in conjunction with a formal meeting of the board.
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Independent Directors

Of the five directors currently serving on the Board, all of whom are director nominees at the next Annual Meeting, the Board has determined
that each of Messrs. Barnum, Capps, Glick and Kiphart are independent as defined in NASDAQ Rule 5605(a)(2). Mr. O Rourke is not
considered independent because he also serves as one of our executive officers.

COMPENSATION OF DIRECTORS

Director Compensation Program

Effective April 1, 2000, we adopted a stock option plan for all non-employee directors that was separate and distinct from our employee
incentive plans. The plan was amended on July 11, 2006 to provide that eligible directors receive an initial option grant upon being appointed to
our Board of Directors to purchase 2,041 shares of our common stock, and a grant of options to purchase an additional 1,020 shares on the first
day of January beginning on the second January following the date the director became an eligible director. These options had an exercise price
equal to the closing price of our common stock on the grant date and a term of ten years. The initial options vested on first day of January
following the initial grant date or six months following the initial grant date, whichever is later, if the individual is still a director on the vesting
date.

The Directors Plan was replaced in June 2010 by the 2010 Non-Employee Directors Stock Plan. The 2010 Directors Plan provides for the
granting of stock to Non-Employee directors to compensate them for their services to the Company. The use of the shares available under the

2010 Directors Plan is administered by the Company s Board of Directors, which has delegated its powers to the Compensation Committee of the
Board of Directors. The Compensation Committee has determined under the 2010 Directors Plan to grant non-employee directors restricted
shares of Company stock with the following market values on the date of grant:

Market Value of Grant
For Board Service:
Each director upon initial election: $ 40,000
Annual grant to each director: $ 20,000
For Committee Service:
Audit Committee:
Chairman $ 15,000
Members $ 10,000
Compensation Committee:
Chairman $ 10,000
Members $ 5,000
Nominating Committee:
Chairman $ 5,000
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$ 2,500
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Half of the shares received pursuant to this plan vest immediately and the remaining shares vest on the one year anniversary of the initial grant,
or in the case of grants for committee service, on the date that the term of the service ends, typically the date of our annual meeting of
stockholders. Shares for Board service are granted on the first business day of the year and shares for committee service are granted upon
appointment to the committee following the annual meeting of stockholders. Newly appointed directors receive their initial grant on a prorated
basis on their date of appointment.

During 2012, we granted 4,385 shares of restricted stock to directors for their service to the Board and 4,348 shares for service on Board
committees. Of these shares, 6,643 shares vested during 2012 and 2,090 vested in June 2013.

Directors who are also our employees receive no additional compensation for their services as directors.

Director Compensation Table

The following table provides compensation information for the year ended December 31, 2012 for each of our non-executive directors.

Fees Earned or

Paid in Cash Stock Awards Option Awards All Other Total
Name ) %) @) ) Compensation ($) )
Gregory T. Barnum (3) 40,000 40,000
Christopher Capps (3) 32,499 32,499
Joseph F. Desmond (2) (3) 20,000 20,000
Stephen Glick (3) 43,389 43,389
Richard P. Kiphart (3) 32,499 32,499
1) Represents the grant date market value of shares granted during 2012.
2) Mr. Desmond resigned from the Board effective April 27, 2012 at which time half of his 2012 stock award was forfeited.
3) The following table sets forth the (i) number of shares of stock granted through stock awards through December 31, 2012,

and (ii) the number of options outstanding as of December 31, 2012 for each of our non-executive directors:

Number of Stock Total Options
Director Name Awards Outstanding
Gregory T. Barnum 4,329 19,916
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Committees of the Board of Directors

The Board of Directors has an Audit Committee, Compensation Committee and a Governance and Nominating Committee.

Audit Committee

The Audit Committee, which is composed entirely of non-employee, independent directors, held five meetings during 2012 and twelve meetings
of the special subcommittee of the Audit Committee. Each of the members of the Audit Committee attended at least 75% of the meetings of the
Committee held in 2012 and each member of the special subcommittee attended at least 75% of the meetings of the subcommittee held in 2012.
The Audit Committee meets periodically and separately in executive sessions with management and the independent auditors to review the
activities of each. The Audit Committee possesses and may exercise the powers of the Board of Directors relating to our accounting, auditing,
and financial reporting matters, except when such powers are by statute, the Certificate of Incorporation or Bylaws reserved to the full Board or
delegated to another committee of the Board. The Audit Committee reports regularly to the full Board on these matters. The Audit Committee is
directly responsible for the appointment, compensation, and oversight of our independent auditors. Among other duties, the Audit Committee:

. recommends the independent auditors to the Board;

. pre-approves all audit and non-audit services provided to us by the independent auditors;
. monitors the independence of the independent auditors;

. reviews and approves:

. the scope and timing of work to be performed by the independent auditors

. compensation to be paid to the independent auditors

. financial accounting and reporting principles used by the Company
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. results of the audit and the report of the independent auditors

. transactions involving the Company and our officers, directors, affiliates and significant stockholders

. discusses our annual audited financial statements and quarterly financial statements with management and the independent auditors;
. considers allegations made, if any, of possible financial fraud or other financial improprieties;

. prepares an Audit Committee report as required by the SEC to be in this proxy statement; and

. reviews and reassesses the adequacy of the Audit Committee charter at least annually.

The Audit Committee s current members are directors Greg Barnum (Committee Chairman), Christopher Capps and Stephen Glick. Our Board of
Directors has determined that Mr. Barnum qualifies as an audit committee financial expert as defined in Item 407(d)(5) of SEC Regulation S-K.
The Board also believes that Messrs. Barnum, Capps and Glick are independent as defined by NASDAQ Rule 5605(a)(2). The Board of
Directors adopted an Audit Committee Charter effective April 19, 2000, which was amended effective January 31, 2001 to combine the

Conflicts Committee with the Audit Committee. A copy of the Audit Committee s charter is available on our website (www.lime-energy.com)
under the heading Investors.
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Compensation Committee

The Compensation Committee, which is composed of three independent directors Richard Kiphart (Committee Chairman), Greg Barnum and
Stephen Glick, was formed in 2001 upon the Board of Directors adoption of a Compensation Committee charter. The Compensation Committee
did not hold any meetings during 2012. A copy of the Compensation Committee s charter is available on our website (www.lime-energy.com)
under the heading Investors. The Compensation Committee s responsibilities are to:

. review and recommend to the Board of Directors the annual salary, bonus, stock options and other benefits of our senior executives;
. review executive compensation programs and the administration thereof;

. plan for executive development and succession;

. review expense accounts and fringe benefits of executive management;

. administer our stock option and stock incentive programs; and

. review and recommend to the Board of Directors the compensation of members of the Board of Directors.

Governance & Nominating Committee

The Governance and Nominating Committee, which is composed of two independent directors Stephen Glick (Committee Chairman) and
Richard Kiphart, was formed in 2004 upon the Board of Directors adoption of a Governance and Nominating Committee Charter. A copy of the
Governance and Nominating Committee s charter is available on our website (www.lime-energy.com) under the heading Investors. The Board
believes that Messrs. Glick and Kiphart are independent directors as defined by NASDAQ Rule 5605(a)(2). Prior to the establishment of the
Governance and Nominating Committee, the recruitment and selection of candidates for Board of Directors was handled by the Compensation
Committee. The Governance and Nominating Committee did not meet during 2012. The Governance and Nominating Committee s
responsibilities are to:

. develop and recommend to the Board of Directors policies and processes designed to provide for effective and efficient governance;
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. plan Board education activities, including new member orientation;

. evaluate the size and composition of the Board of Directors, develop criteria for membership on the Board of Directors, and evaluate
the independence of existing and prospective directors, and make recommendations to the Board concerning such matters;

. seek and evaluate qualified individuals to become directors;

. evaluate the nature, structure and composition of other committees of the Board of Directors and make recommendations to the
Board concerning such matters; and

. assess the performance of the Board of Directors.

Selection of Board Nominees

Our Governance and Nominating Committee is responsible for identifying and evaluating Board candidates using one or more informal
processes deemed appropriate for the circumstances. All of our directors and executive officers play a significant role in bringing potential
candidates to the attention of

10
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the Committee. A determination of whether to pursue discussions with a particular individual will be made after discussion by the Committee
and may be preceded by formal or informal discussions involving one or all of the other Board members. Information considered by the
Committee may include information provided by the candidate, the chief executive officer and one or more Committee or Board members. The
Committee seeks candidates whose qualifications, experience and independence complement those of existing Board members. Board
candidates are expected to possess high personal and professional ethics, integrity and values, and relevant business experience and to be
committed to representing the long-term interests of all stockholders. They are also expected to have an inquisitive and objective perspective,
practical wisdom and good judgment.

Once appropriate candidates have been identified, the Committee will recommend nominations to our Board. Our Governance and Nominating
Committee has not adopted a policy or procedure for the consideration of director candidates recommended by stockholders. Our Board does not
recall an instance in which a stockholder (other than a stockholder serving as an officer or director) has recommended a director candidate;
however, the Governance and Nominations Committee will consider all timely stockholder recommendations. For the 2014 Annual Meeting of
Stockholders, nominations may be submitted to the Corporate Secretary, Lime Energy Co., 16810 Kenton Drive, Suite 240, Huntersville, NC
28078, which will forward them to the Chairman of the Governance and Nominating Committee. Recommendations must be in writing, must
specify the candidate s qualifications for serving as a director and must be received by us not later than August 25, 2014, in order for nominees to
be considered for election at our 2014 Annual Meeting of Stockholders.

Codes of Conduct and Business Ethics

We have adopted a code of ethics as part of our compliance program. This code of ethics applies to our chief executive officer and our chief
financial officer. In addition, we have a Code of Conduct and Business Ethics that applies to all of our officers, directors and employees. These
codes of ethics are available on our website (www.lime-energy.com) under the heading Investors. We intend to post amendments to or waivers
from the Code of Ethics which are applicable to our directors, principal executive officer and principal financial officer at this location on our
website.

11
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EXECUTIVE OFFICERS

The table below identifies our executive officers who are not identified in the table under Nominees for Director.

Name Age Position Held with the Company
C. Adam Procell 45 President and Chief Operating Officer
Jeffrey R. Mistarz 55 Executive Vice President, Chief Financial Officer, Treasurer and Corporate Secretary

C. Adam Procell, has been our president and chief operating officer since September 2013. From April 2009 to September 2013, he served as
divisional president and as vice president of sales and marketing. Prior to joining the Company in April 2009, Mr. Procell served as the national
director of energy efficiency & carbon management for AECOM Technology Corporation (ACM: NYSE).

Jeffrey R. Mistarz has been our chief financial officer since January 2000, our treasurer since October 2000, an executive vice president since
November 2002, our assistant secretary since February 2003 and our secretary since June 2006. From January 1994 until joining us, Mr. Mistarz
served as chief financial officer for Nucon Corporation, a privately held manufacturer of material handling products and systems, where he was
responsible for all areas of finance and accounting, managing capital and stockholder relations. Prior to joining Nucon, Mr. Mistarz was with
First Chicago Corporation (now JPMorgan Chase & Co.) for 12 years where he held several positions in corporate lending, investment banking
and credit strategy.

SECURITY OWNERSHIP OF PRINCIPAL STOCKHOLDERS AND MANAGEMENT

The following tables set forth information regarding the beneficial ownership of our securities as of October 11, 2013 by:

. each person known by us to be the beneficial owner of more than 5% of the outstanding shares of our voting securities;
. each of our directors and named executive officers, and
. all of our directors and executive officers as a group (ten persons).
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Each stockholder s beneficial ownership is based on 3,450,093 shares of Lime common stock outstanding as of October 15, 2013. Beneficial
ownership is determined in accordance with the rules of the SEC. Except as otherwise noted, the persons or entities named have sole voting and
investment power with respect to all shares shown as beneficially owned by them, and the address of each person listed in the following table is
c/o Lime Energy Co., 16810 Kenton Drive, Suite 240, Huntersville, NC 28078.

12
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Beneficial Owners of Greater Than 5% of Our Common Stock:

Issuable Upon
Common Exercise of Options  Issuable Upon Issuable Upon
Shares Directly Exercisable Within Exercise of Conversion of
Name Held 60 Days (1) Warrants (2) Preferred Stock (3) Total %
The John Thomas
Hurvis Revocable
Trust dated March 8,
2002 11,368 319,435 872,418 1,203,221 25.145%
Nettlestone Enterprises
Limited 130,412 106,610 295,661 532,684 13.332%
Richard Kiphart 1,524,187 6,255 517,452 1,269,243 3,317,137 61.586%
Directors and Executive Officers:
Issuable Upon
Exercise of Options  Issuable Upon Issuable Upon
Common Shares Exercisable Within Exercise of Conversion of
Name Directly Held 60 Days (1) Warrants (2) Preferred Stock (3) Total %
Greg Barnum 9,275 19,916 29,191 w3
Chris Capps 8,848 15,779 5,331 17,683 47,641 1.312%
Stephen Glick 94,811 2,041 96,852 2.694%
Richard Kiphart 1,524,187 6,255 517,452 1,269,243 3,317,137 61.586%
Jeffrey Mistarz 8,732 68,559 77,291 2.111%
John O Rourke 30,176 113,859 144,035 3.885%
C. Adam Procell 2,868 20,542 23,410 .
All Directors and
Executive Officers as
a Group 1,678,897 246,951 522,783 1,286,926 3,735,557 66.117%
* Denotes beneficial ownership of less than 1%.
1) Represents warrants and options to purchase our common stock exercisable within 60 days of October 11, 2013.
2) Until our shareholders approve the issuance of our common stock upon the exercise of the warrants that we issued on

September 23, 2013, no shares are issuable upon the exercise of those warrants. We are seeking such approval at the Annual Meeting. See
Proposal 2 Approval of The Issuance of Conversion and Warrant Shares. Absent such approval, the number of shares of common stock
issuable upon exercise of warrants held by (a) The John Hurvis Revocable Trust is 266,525, (b) Nettlestone Enterprises is 106,610,

(c) Mr. Kiphart is 316,525 and (d) Mr. Capps is 5,331.
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(3)  Until our shareholders approve the conversion of our preferred stock into our common stock, no shares are issuable upon conversion of
preferred stock. We are seeking such approval at the Annual Meeting. See Proposal 2 Approval of The Issuance of Conversion and Warrant
Shares .

Changes in Control

We are not aware of any arrangements, including any pledge by any person of our stock, the operation of which may at a subsequent date result
in a change of control of the Company.

13
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16 of the Securities Exchange Act of 1934 requires our directors and officers (as defined in Section 16) and persons who beneficially
own greater than 10% of a registered class of our equity securities to file reports of ownership and changes in ownership with the Securities and
Exchange Commission. The required reports consist of initial statements on Form 3, statements of changes on Form 4 and annual statements on
Form 5. Directors, officers and greater than 10% stockholders are required by Securities and Exchange Commission rules to furnish us with
copies of all Section 16(a) reports filed. Based solely on our review of the reports we have received and on written representations from our
officers who are reporting persons, we believe that during 2011 all Section 16 filing requirements applicable to our directors, officers and 10%
beneficial owners were complied with by these persons.

TRANSACTIONS WITH RELATED PERSONS, PROMOTERS AND CONTROL PERSONS

On May 15, 2012, we sold Richard Kiphart 142,857 shares of our common stock at the then-most recent consolidated closing bid price on the
NASDAQ Capital Market of $17.85 per share or $2,550,000 in the aggregate pursuant to a subscription agreement between us and him. The
sale of the shares was registered on the Company s Registration Statement on Form S-3 (SEC File No. 333-176622). Mr. Kiphart is our
Chairman of the Board and holds more than five percent of our outstanding common stock. Proceeds from the sale were used for general
corporate purposes.

On October 22, 2012, we entered into a Convertible Note and Warrant Purchase Agreement with a group of investors including Mr. Kiphart and
Christopher Capps, a member of our Board of Directors. Pursuant to the terms of the purchase agreement, the investors loaned us $6,050,000
pursuant to Subordinated Secured Convertible Pay-In-Kind Notes. The notes had a term of five years and accrued interest at the rate of 12-1/2%
per year, payable semi-annually at the Company s election in cash or additional notes. Mr. Kiphart purchased notes with a principal amount of
$2,500,000 and Mr. Capps purchased noted with a principal amount of $50,000. No principal payments have been made. As discussed below,
the notes and accrued interest were converted into shares of convertible preferred stock on September 23, 2013. During fiscal year 2012, we
paid $59,932 of interest on the notes, all in the form of additional notes of like tenor. In connection with the entry into the purchase agreement,
we issued the investors warrants to purchase 644,991 shares of its common stock at $4.69 per share. These warrants expire on the Sth
anniversary of their issuance and contain a cashless-exercise option. Mr. Kiphart received warrants to purchase 266,525 shares and Mr. Capps
received warrants to purchase 5,331 shares.

On December 7, 2012, we entered into a Letter of Credit Agreement Mr. Kiphart. Pursuant to the agreement, Mr. Kiphart agreed to cause the
issuance of one or more letters of credit for the benefit of a surety at our request, up to an aggregate amount of $1,000,000. Mr. Kiphart s
obligation to cause the issuance of, or leave in place, the letter of credit will terminate on December 7, 2013. We will indemnify Mr. Kiphart for
any liability in connection with any payment or disbursement made under the letter of credit. We will also pay all of Mr. Kiphart s fees and
out-of-pocket expenses incurred in connection with the letter of credit. As consideration for his obligations under the letter of credit agreement,
we issued Mr. Kiphart a warrant to purchase 39,286 shares of the our common stock at an exercise price of $3.57 per share. The warrant has a
three year term and may be exercised on a cashless basis at Mr. Kiphart s election.

14
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On September 23, 2013, we entered into a Preferred Stock and Warrant Purchase Agreement (the Purchase Agreement ) with a group of
investors including Mr. Kiphart, and Mr. Capps (collectively with the other investors, the Investors ). Pursuant to the terms of the Purchase
Agreement, the Investors purchased 927,992 shares of our Series A Preferred Stock (the Preferred Shares ) at a price per Preferred Share of
$10.00. The purchase price was paid with (a) $2,500,000 in cash and (b) the exchange of $6,779,949.84 (principal amount and accrued interest)
of our Subordinated Secured Convertible Pay-In-Kind Note (the Notes ), representing all of the outstanding Notes and accrued interest through
September 23, 2013.

The Preferred Shares are entitled to an accruing dividend of 12.5% per annum of their original issue price (subject to adjustment for stock splits,
combinations and similar recapitalizations), payable semi-annually in arrears. Such dividends shall be paid in additional shares of Series A
Preferred Stock at the original issue price (subject to adjustment for stock splits, combinations and similar recapitalizations) or, at the sole
discretion of our board of directors, in cash.

The Preferred Shares may be converted, at any time following the approval of such conversion by our common stockholders, at the election of

the holder of such share, into shares of our common stock at a conversion price equal to $3.78 per share (the Conversion Price ). The Conversion
Price shall be proportionately adjusted for stock splits, combinations and similar recapitalizations, and, subject to a floor of $3.50, shall be

adjusted for future issuance of common stock (excluding certain issuances) at a price per share less than the Conversion Price on a broad based,
weighted average basis. We can require conversion of the notes if the weighted average price for the our common stock is at least two hundred
percent (200%) of the Conversion Price for at least 20 trading days during a 30 trading day period ending within 5 trading days prior to us

sending a notice of forced conversion to the holders of the Notes.

We may redeem all or a portion of the Preferred Shares at its option at any time unless prohibited by Delaware law governing distributions to
stockholders. The redemption price for each Preferred Share shall be its original issue price (subject to adjustment for stock splits, combinations
and similar recapitalizations) plus any accrued but unpaid dividends multiplied by a factor based on the date of the notice of such redemption is
sent to holders of the Preferred Shares. If such notice is sent before the first anniversary of the issuance of the Preferred Shares, the factor shall
be 103%, if thereafter but before the second such anniversary, the factor shall be 102%, if thereafter but before the third such anniversary, the
factor shall be 101% and thereafter, the facto shall be 100%.

In connection with the entry into the Purchase Agreement, we issued the Investors warrants to purchase 264,551 shares of its common stock at
$3.78 per share (the Warrants ). These warrants expire on the fifth anniversary of their issuance and contain a cashless-exercise option. The
Warrants may not be exercised until our common stockholders approve the exercise of the Warrants. Mr. Kiphart received warrants to purchase
211,641 shares of our stock as part of this transaction.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

We compensate our executives by using a balanced approach, which combines fixed and performance-based compensation, annual and
long-term compensation, and cash and equity compensation. We determine this mix by reviewing the mix offered by other companies of our size
and in our industry. We do not have a specific policy for the allocation of compensation between fixed and performance-based compensation,
annual and long-term compensation, and cash and equity compensation.

We manage our business with the long-term goal of creating and maximizing shareholder value, and, accordingly, a significant percentage or our
executive compensation is at risk and weighted towards company performance, long-term incentives and stock price appreciation. We think this
is a key to our long-term success. While we prepared restatements of our financial statements for the years 2008 to 2011 and the first quarter of
2012 and conducted a related investigation, we did not pay our named executives a bonus or grant them any equity compensation, so no such
compensation was paid or granted during 2012, we anticipate, however, that the components of future compensation will more closely mirror
those received in 2011.The following chart illustrates the allocation of the principal compensation components for our current named executive
officers for 2011. The percentages reflect the amounts of 2011 salary and targeted annual cash incentive compensation and the aggregate grant
date fair values of stock options and shares of restricted stock granted in 2011. For 2011, 58.9% of these principal compensation components for
our current named executive officers in the aggregate were variable, including 48.4% which was tied to performance of our stock price.

(1) Includes severance paid to Mr. Parke.
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Current Executive Officers

We currently have three executive officers: John O Rourke, our Chief Executive Officer, C. Adam Procell, our President and Chief Operating
Officer and Jeffrey Mistarz, our Chief Financial Officer.
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Overview of Executive Compensation Program

Prior to 2009, we did not have a formalized program for determining executive compensation. Two of the three current executive officers
(Messrs. O Rourke and Procell) receive the majority of their compensation pursuant to written employment agreements that were negotiated in
connection with their becoming our employee. The employment agreements approved and the terms were negotiated at the time in light of
specific circumstances.

Notwithstanding the absence of a formalized compensation program, our executive officers have generally received compensation consisting of
three components:

. a cash component, consisting of salary meant to be competitive with salaries such individuals could obtain from other employers;

. eligibility for annual cash bonuses determined by the Compensation Committee based on our performance and the executive s
achievement of individual objectives; and

. stock options intended to reward achievement of long-term goals and align the interests of our executive officers with those of our
stockholders.

In addition, we also provided Messrs. O Rourke and Procell with a monthly a