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111 SW Columbia Suite 480
Portland, OR 97201

ANNUAL MEETING OF SHAREHOLDERS
ToBeHeld September 24, 2008

To Our Shareholders:

You are cordially invited to attend the annual nregbf shareholders of Microfield Group, Inc., te beld on September 24, 200
the Pruneyard Plaza Hotel at 1995 S. Bascom Aveaiepbell, CA 95008, at 10:00 a.m., Pacific time.

At this meeting, you will be asked (1) to elect tlieectors of Microfield, (2) to approve the adaptiof Microfield’s Tenth Restat:
Articles of Incorporation to change the name of ¢bhgoration from “Microfield Group, Inc.” to “EngyConnect Group, Inc.,”3] to approv
the adoption of Microfield Tenth Restated Articles of Incorporation to remdanguage related to the fully converted serie8 and -
preferred stock and (4) to transact such otherniegsi as may properly come before the annual meetinger Oregon corporation le
adopting restated Articles of Incorporation regsiimajority shareholder approval. As a resultsitvery important that your shares
represented at the meeting. Accordingly, whethenat you plan to attend this meeting, we urge yowote promptly by returning tl
enclosed proxy card. You may also vote via therirvgt or by telephone by following the instructi@mitained on the proxy card/oting by
proxy will not prevent you from voting your shaiesperson if you subsequently choose to attenadrtéeting.

Pursuant to recent changes to the federal seautitves, Microfield will now be making its proxy nestal available on the Interr
rather than printing and mailing these materi@s or about August 12, 2008\&tice of Internet Availability of Proxy Materials, commonh
referred to as a “Notice and Access Camidds mailed to shareholders. However, you dolsdille the right to receive your proxy material:
mail or e-mail if you request them, and you congino have the right to vote by mail as well asddgghone and on the Internet.

All shareholders are encouraged to read this pstetement, and the attached exhibits, in theiretgtand consider them carefully
determining whether to vote for these proposals.

You may revoke your proxy at any time before it hasn voted.

Thank you very much for your time and consideratiothese matters.

Very truly yours,

MICROFIELD GROUP, INC

By: /¢ Randall R. Reed
Randall R. Ree
Secretary
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MICROFIELD GROUP, INC.
111 SW Columbia Suite 480
Portland, OR 97201

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
ToBeHeld September 24, 2008

Natice is hereby given that Microfield Group, InwiJl hold its annual meeting of shareholders opt8mber 24, 2008. The meet
will be held at the Pruneyard Plaza Hotel at 199B&com Avenue, Campbell, CA 95008, at 10:00 aRacific time, for the purpose
considering and acting upon the following:

1. To elect seven directors to serve until the nextuahmeeting of shareholders or until their sucoesare duly elected a
qualified;

2. To adopt Microfield’'s Tenth Restated Articles ofcémporation to change the name of the corporatiomf“Microfield
Group, Inc” to “EnergyConnect Group, Ir’;

3. To adopt Microfields Tenth Restated Articles of Incorporation to remtanguage related to the fully converted seried
and 4 preferred stock; al

4, To transact such other business as may properle do#fiore the annual meeting and any adjournmemtdpournment
thereof.

Holders of common stock of record at the closeusfifiess on July 18, 2008 are entitled to receid®tice and Access Card anc
vote at the annual meeting. A complete list ofrghalders will be open to examination of any shal@dr at the Annual Meeting.

The Annual Meeting will start promptly at 10:00 a.ffio avoid disruption, admission may be limite¢®the meeting begins.

MICROFIELD GROUP, INC

By: /¢ Randall R. Reed

Randall R. Ree
Secretary

IMPORTANT: IT ISIMPORTANT THAT YOUR SHARES BE REPRESENTED REGARDLESS OF THE NUMBER OF
SHARES YOU MAY HOLD. WHETHER OR NOT YOU PLAN TO ATTEND THE ANNUAL MEETING IN
PERSON, PLEASE COMPLETE THE ENCLOSED PROXY CARD OR VOTE VIA THE INTERNET OR
TELEPHONE BY FOLLOWING THE ENCLOSED INSTRUCTIONS. VOTING PROMPTLY WILL ENSURE
A QUORUM AND SAVE THE COMPANY THE EXPENSE OF FURTHER SOLICITATION. IN ADDITION,
THE PROPOSALS RELATED TO THE ADOPTION OF RESTATED ARTICLES OF INCORPORATION
REQUIRE THE APPROVAL OF A MAJORITY OF ALL SHARES OF OUR COMMON STOCK
OUTSTANDING, AND NOT JUST A MAJORITY OF THE QUORUM. EACH PROXY GRANTED MAY BE
REVOKED BY THE SHAREHOLDER APPOINTING SUCH PROXY AT ANY TIME BEFORE IT IS
VOTED.

Page 3 of 2!




PROXY STATEMENT

This Proxy Statement is furnished to the holderthefshares of common stock in connection withsthlitation of proxies for use
the annual meeting. The annual meeting of shadeh®lof Microfield Group, Inc. (the Company ,” “ Microfield ,” “ MICG " “ we,” “
us,” or “ our ") will be held on September 24, 2008, at the PrurteiPdaza Hotel at 1995 S. Bascom Avenue, CampbAllI98&D08, at 10:0
a.m., Pacific time (the Annual Meeting ”). The enclosed form of proxy is solicited by tBeard of Directors of Microfield (the Board "),
and the cost of the solicitation will be borne bycMfield. The costs and expenditures of the #alion are not expected to exceed
amount normally expended for these types of prdpoda addition to solicitation by mail, some ofdvbfield’s directors, officers, and regt
employees may solicit proxies personally or by pgktme or other means without additional compensatiwhen the proxy is prope
executed and returned, the shares of common stadpriesents will be voted as directed at the Ahieeting or any postponement
adjournment of the Annual Meeting. If no directigrindicated, those shares of common stock wiNdied “FOR”the proposals set forth
the attached Notice of Annual Meeting of shareh@deé\ny shareholder giving a proxy has the powerevoke it at any time before it
voted at the Annual Meeting. All proxies deliveqgarsuant to this solicitation are revocable at t&img at the option of the persons exect
them by giving written notice to the Secretary ofcifield, by delivering a latedated proxy or by voting in person at the Ani
Meeting. The mailing address of the principal estee offices of Microfield is 111 SW Columbia, $i480, Portland, Oregon 97201. °
Notice and Access Card directing shareholders i® Pinoxy Statement, the attached notice of Annuakfihg of shareholders, and
accompanying proxy card, attached hereto as Apgehdlis first being mailed to shareholders on or al#ugust 12, 2008.

RECORD DATE AND SHARESENTITLED TO VOTE

Only holders of common stock of record as of thesel of business on July 18, 2008 will be entitledvbte at the Annu
Meeting. As of the record date, Microfield hadstahding 94,053,666 shares of common stock hel@1Gyshareholders of record. Holc
of common stock on the record date are entitlesh® vote for each common share of stock held omaatyer that may properly come bel
the Annual Meeting. All issued preferred stockMi€rofield has, in accordance with the Articlesln€orporation, automatically convertec
common stock prior to the record date and any $lodders that are in possession of preferred ceatiis are entitled to one vote for €
share of common stock into which such share ofepredl stock has converted into (rounded to theas¢arhole share) on any matter that
properly come before the Annual Meeting. Anyonédimy preferred certificates can surrender thogéfioates to Microfield and ask tr
common share certificates be issued.

QUORUM AND VOTING REQUIREMENTS

The presence in person or by proxy of the holdéthe majority of the shares of common stock issaed outstanding as of 1
record date and entitled to vote at the Annual Miges necessary to constitute a quorum at the Ahkleeting. Abstentions with respec
any proposal under consideration at the Annual Mgewill be counted for purposes of establishinguorum. If a quorum is prese
abstentions will have no effect on the voting. didhe record date, the directors and the execuiifieers of Microfield owned an aggreg
of approximately 26.5% of the outstanding sharesomimon stock. Shares of common stock held by nees for beneficial owners will
counted for purposes of determining whether a quasipresent if the nominee has the discretionote wn at least one of the matters be
the Annual Meeting even if the nominee may not eigerdiscretionary voting power with respect toeothnatters and voting instructions h
not been received from the beneficial owner.
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ELECTION OF DIRECTORS
(Proposal 1)

In accordance with the CompasyBylaws, the Board of Directors shall consist of fewer than three and no more than el
directors, the specific number to be determineddsplution adopted by the Board of Directors. Board of Directors has set the numbe
directors at seven (7). Directors will serve utité next annual meeting of shareholders or umtiktsuccessors are duly elected and quali

NOMINEESFOR DIRECTOR

The names and certain information concerning theinees for director are set forth below. Sharesagented by the proxies will
voted for the election to the Board of Directorstlod persons named below unless authority to vaite foarticular director or directors |
been withheld in the proxy. In the event of thattleor unavailability of any nominee or nomineés, proxy holders will have discretion
authority under the proxy to vote for a substitateninee. Proxies may not be voted for more thaers@ominees. The Board of Direct
has nominated the persons named in the followiblg t® be elected as directors.

NAME OF NOMINEE POSITION WITH THE SERVED AS A DIRECTOR AGE
COMPANY SINCE
Rodney M. Boucher CEO, President & Director October, 2005 64
John P. Metcalf Director June 29, 2007 57
Phillip G. Harris Director October 10, 2007 59
William C. McCormick Chairman of the Board February, 2004 74
Gene Ameduri President of ECI & Director October, 2005 60
Gary D. Conley Director February, 2006 a7
Kurt E. Yeager Director May 10, 2007 68

There is no family relationship among any of thecliors or executive officers of the Company.

RODNEY M. BOUCHER joined the Company through thejusition of EnergyConnect. He was appointed CErécutive Officer an
appointed to the Board of Directors on October2(®)5. Mr. Boucher was appointed President of tam@any on April 24, 2008. Prior
that date, Mr. Boucher was the founder, Presidedt @EO of EnergyConnect, Inc. from its inceptionl®98 until its acquisition by tl
Company in October 2005. Before forming Energy@mbnMr. Boucher was Chief Executive Officer of @lae Power Services and Sei
Vice President of Calpine Corporation from 1993.898. Prior to that, Mr. Boucher served as Chigéfating Officer of Citizens Power ¢
Light and held a number of senior management positwith PacificCorp and United llluminating Compgaincluding Chief Informatio
Officer, Vice President of Operations, Vice Presidef Power Resources, and Director of Engineeridg. Boucher serves on the Boarc
Directors and Compensation Committee of SolFocudg\eeloper of solar technology specializing in @nteator solar technology. Gary
Conley, a Director on Microfield’ Board, is currently the CEO of Solfocus. Mr. Bber holds an AMP certificate from Harvard Busi
School, a MS in electrical engineering from RerasePolytechnic University and a Bachelor of Soéefrom Oregon State University. 1
Boucher is a member of several non-profit boardsaasenior fellow of the American Leadership Forum.

JOHN P. METCALF was elected as a director on Juhe2@07. Since November 2002, Mr. Metcalf has te®artner with Tatum LLC, tl
largest executive services and consulting firmhi@ United States. Mr. Metcalf has 18 years expedeas a CFO, most recently at ES
provider of hightechnology manufacturing equipment to the globattebnics market. Prior to ESI, Mr. Metcalf senadCFO for Siltroni
WaferTech, Siltec Corporation, and OKI Semiconductdr. Metcalf began his career at AMD, where harked for eleven years in a num
of finance managerial positions including Directard Controller of North American Operations. Mretdalf also currently serves on
Board of Directors and is Chairman of the Audit Quoittee for ParkerVision (NASDAQ:PRKR).
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PHILLIP G. HARRIS was appointed as a director ontaber 10, 2007. Mr. Harris has over thirty (30)asse of energy indust
experience. Most recently, Mr. Harris retired frdnis positions as President and Chief Executiveic@®ffof PJM Interconnection a
chairman of the PJM Board. PJM, the nation’s fdliy functioning regional transmission organizatj administers the worlg'largest ener
market and operates the wosddlargest electricity grid. Mr. Harris has servasl a member of the North American Electric Religt
Council's Board of Trustees. He also is a member of thigoh& Association of Corporate Directors, servimg its Corporate Adviso
Committee. In 2005, Mr. Harris was named CEO ef Year by Platts Global Energy Awards, becomingfitst chief executive from h
industry to receive the honor. Mr. Harris currgnderves on the Board of Directors of MMC Energy;.|(NASDAQ: MMCE), on th
Advisory Committee of Arcadian Communications, La@d is an advisor to the North China power grid.

WILLIAM C. MCCORMICK joined the Company in JanuaB004 as Interim Chief Executive Officer and resijitieat post in Novemb
2004 with the appointment of A. Mark Walter as Rfest of Microfield Group, Inc. and Christenson &gl. Prior to coming to tl
Company, Mr. McCormick was Chief Executive OfficdrPrecision Castparts, Corp., a publicly trademsgace company, from August 1!
to August 2002. He also served as the ChairmaheoBoard of Directors there from October 1994 tggédst 2003. Mr. McCormick join
Precision Castparts in April 1985. Prior to PrixisCastparts, Mr. McCormick spent 32 years at @&&nElectric in various business
including GE Aircraft Engines, Carboloy Systemsstiibution Equipment, and Industrial Electroniddr. McCormick is also Chairman
Merix, a NASDAQ company, is Vice Chairman of TECEraspace, is President of Homestead Capital, itheradvisory committee
Aequitas Capital & Riverlake Partners, is a diredtor WDC Drilling, SP Industries, and Glacier Band is an investor in many priv
companies. He was named as one of the Top 20 &ssibeaders of Oregon businesses during the pefid985 to 2005 and regula
consults with many Universities and various businesterprises. Mr. McCormick has a B.S. in Mathéreafrom the University «
Cincinnati.

GENE AMEDURI joined the Company in October 2005otigh the Companyg’ acquisition of EnergyConnect, Inc. On that dag wa
named President of EnergyConnect. He joined Ef@rgpect in 2003 as Senior Vice President. Prigh&b, Mr. Ameduri was with Ro
Brothers, Inc., a mechanical contractor. Roth Bea is a subsidiary of First Energy. He was tffiene 1981 to 2003, and held the office
Vice President of the Facilities Automation Divisiamong other management positions. Mr. Amedudsa BS in Engineering from Cz
Western Reserve University and a MS in Mechanicayjifeering from Youngstown State University. Mrm&duri is a Register
Professional Engineer in Ohio, Pennsylvania andddo

GARY D. CONLEY was elected as a director on Febri##, 2006. Mr. Conley is currently the CEO andaidman of the Board of Directc
of SolFocus, a developer of solar technology spiesig in concentrator solar technology. Mr. Conlevas CEO of GuideTech,
manufacturer of semiconductor test equipment fraty 2003 to February 2005. Prior to that, Mr. Ggnivas Senior Vice President in che
of the Memory Test Division at Credence Corporgtianmanufacturer of semiconductor test equipmeanmfMay 1993 to Novemb
1996. Mr. Conley was President of EPRO, a manufaciof semiconductor test equipment from Janu8801to May 1993, at which time 1
business was sold to Credence. Mr. Conley has &eerctive investor in early stage, advanced tdolggacompanies. He sits on the bo:
of several companies.

KURT E. YEAGER was elected as a director on May2@7. Mr. Yeager, with more than 30 years of elgpee in the energy industry ¢
energy research, was the President and Chief ExedDfficer of the Electric Power Research Instt(t EPRI "), the national collaborati
research and development organization for elepmiwer. Under Mr. Yeager's leadership, EPRI evolfin a nonprofit electric powe
research institute into a family of companies engassing collaborative and proprietary R&D as weltechnical solution applications for
electricity enterprise in the U.S. and over 40 otbeuntries. As CEO, Mr. Yeager also led the eleity enterprisewide collaborativ
development of the landmark Electricity Technoldtyadmap, and the Electricity Sector FrameworkHerFuture. Since retiring from EF
in 2004, Mr. Yeager has served as the Executivedr of the norprofit Galvin Electricity Initiative. PreviouslyMr. Yeager was tr
director of Energy R&D Planning for the EPA Offioé Research. Prior to that he was with the MITR&gration as associate head of
Environmental Systems Department.

THE BOARD OF DIRECTORSRECOMMENDSA VOTE FOR ALL OF THE NOMINEES.
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ADOPTION OF RESTATED ARTICLES OF INCORPORATION CHANGING THE
NAME OF MICROFIELD GROUP, INC. TO ENERGYCONNECT GROUP, INC.
(Proposal 2)

The Board of Directors has adopted resolutions@ppg, declaring advisable and recommending thatG@Gbmpanys shareholde
approve the adoption of Microfield’s Tenth Restafaticles of Incorporation (the Restated Articles”) to change its corporate name fi
“Microfield Group, Inc.” to “EnergyConnect Groumd.” If the adoption of the Restated Articles is apprbiag our shareholders, the cha
in the corporate name will become effective upam fiting of the Restated Articles with the Secrgtaf State of the state of Oregon. °
Company currently plans to file the Restated Aetichs soon as reasonably practicable after regeapproval of the amendment from
shareholders.

If this proposal is approved, Article 1 of the Caang’s Restated Articles will state as follows:

ARTICLE 1
NAME

The name of the corporation is EnergyConnect Grtngp,(the “Corporation”).

A copy of the Restated Articles will be filed withe Secretary of State of the state of Oregon.opy ©f the Restated Articles incorporat
this name change is attached to this Proxy StateaseAppendix B

Purpose and Rationale for the Proposed Adoption

Formerly, Microfield wholly owned two separate afidtinct subsidiaries: EnergyConnect, IncECI "), an Oregon corporation, a
Christenson Electric, Inc. (CEI "), an Oregon corporation. On March 10, 2008, at aiapeneeting of shareholders, a majority of
Companys shareholders approved the sale of CEl. The fa#d of CEl was consummated on April 24, 2008e Board believes th
changing the Company’name to reflect the name of its remaining subsjdwill further promote ECI in the national margktce and tr
investment community.

Effect of the Proposed Adoption
Currently the Company’s stock is sold on the Natlohssociation of Securities Dealers Automated @tiohs (“NASDAQ ") Ovel
the Counter Bulletin under the symbol “MICG.OBIf.the proposed name change is approved, the stidcktade under a new trading sym

which has not yet been assigned.

If the proposal to change the corporate name isapptoved, the proposed Restated Articles withndmae change incorporated \
not be filed and the corporate name will remainhamged.

Required Approvals

Oregon law requires majority shareholder approeatrdstate the Compars/'Articles of Incorporation. No other approvale
required to restate the Company’s Articles of Ipooation to change its name.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE PROPOSED ADOPTION OF RESTATED ARTICLES OF
INCORPORATION.
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ADOPTION OF RESTATED ARTICLES OF INCORPORATION REMOVING
LANGUAGE RELATED TO SERIES 2, 3AND 4 PREFERRED STOCK
(Proposal 3)

The Board of Directors has adopted resolutions@ppg, declaring advisable and recommending thatGbmpanys shareholde
approve the adoption of the Restated Articles moee language related to the issuance, proceducksights governing series 2, 3 an
preferred stock. If the adoption of the Restatetickes is approved by our shareholders, the reinoivéhis language will become effect
upon the filing of the Restated Articles with thec&tary of State of the state of Oregon. The Gompurrently plans to file the Reste
Articles as soon as reasonably practicable aftmiving approval of the amendment from its sharddac.

If this proposal is approved, all of the sectionstained within Article 1l of the Ninth Restated tistes of Incorporation relating
series 2, 3 and 4 preferred stock will be removEdese sections provide for the issuance of “S&iPseferred” stock, “Series 3 Preferred”
stock, and “Series 4 Preferregfock, as well as their respective conversion awmdehd priority rights. As each of these seriépieferre
stock has been fully converted to common stockragighed for in the Articles, these sections havednee superfluous and no longer have
force or effect. A copy of the Comparyproposed Tenth Restated Articles of Incorporatifiecting the removal of these sections is atta
to this Proxy Statement as Appendix B

Purpose and Rationale for the Proposed Adoption

The sections relating to the issuance, procedurdgights governing the Compasyseries 2, 3 and 4 preferred stock are exte
and consume a large portion of Microfield’s Nintled®ated Articles of Incorporation. With each shafé¢he Companyg preferred stoc
having been converted to common stock, the remof/dhese sections will have no substantive effectaay of the shareholders of
Company. Although the removal of this languagé mot have an effect on the Company or its shadshrs| Oregon law does require thai
restatement of the Company’s Articles of Incorpiorabe approved by a majority of its shareholders.
Effect of the Proposed Adoption

The adoption of the Restated Articles will haveafiect on the Company or its shareholders. Theowainof these sections does
have a substantive effect on any rights of the Gomijs shareholders and is wholly ministerial.

If the proposal to remove this language is not apgd, the proposed Restated Articles with the reaho¥ the series 2, 3 anc
preferred stock language will not be filed anddbetions relating to the preferred stock will remamchanged.

Required Approvals

Majority shareholder approval is required to restite Companyg Articles of Incorporation to remove this languagé othe
approvals are required to remove this language fl@aCompany’s Articles of Incorporation.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE PROPOSED ADOPTION OF THE RESTATED ARTICLES
OF INCORPORATION.
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BOARD MEETINGS & COMMITTEES

ANNUAL REPORT OF THE AUDIT COMMITTEE

Three independent directors of the Corporation atsapthe Audit Committee of the Board of Directofihe Audit Committe
operates under the Audit Committee Charter thatadapted by the Board of Directors, a copy of whgchttached to this Proxy Statemer
Appendix A. The members of the Audit Committee, s8ts. Metcalf, Yeager and Harris, met several tich@sng the fiscal year 20
coincident with the filing of SEC quarterly Form8-QSB and other press releases involving finamotters.

The purpose of the Audit Committee is to providsistance to the Board of Directors in fulfilling itesponsibility to:

Monitor the integrity of Microfiel’s financial reporting process and systems of iatlecantrols regarding accounting and finar
Monitor the independence and performance of thedfield’ s independent auditor

Provide an avenue of free and open communicatiangrthe independent auditors, management and lobdicectors;

Review any conflict of interest situation broughtihe committe’s attention; an

Review Microfiel('s approach to business ethics and compliance hathatv.

In connection with Microfield’s financial statemsribr the year ended December 31, 2007, the Auzliti@ittee:

= Reviewed and discussed with management and thpendent auditors the audited financial statemu

= Discussed with the independent auditors, who aspamsible for expressing an opinion on the conftymof those audited financ
statements with accounting principals generallyepted in the United States, their judgments ash# duality, not just tt
acceptability, of Microfields accounting principals and such other matters@seguired to be discussed with the Audit Comre
under generally accepted auditing standards (imefu8tatement on Auditing Standards No. ¢

= Received written disclosures and a letter fromitidependent auditors as required by Independeraned8itds Board Standard Nc
and discussed the audit’ independence with the auditors; ¢

= Recommended to the Board of Directors (and the @bas approved) that Microfield include its auditedncial statements for t
year ended December 31, 2007 in its Annual RepoRam 1(-K.

This report is submitted on behalf of the membéth® Audit Committee:

John P. Metcal
Kurt E. Yeagel!
Phillip G. Harris

On August 21, 2007, the board of directors appdiit. Yeager as chairman its governance commiftéring Messrs. Conle
Yeager, Metcalf and McCormick as members of thatmittee. The current policy requires that the gnaace committee consist of at le
two Board Members. The governance committee hadrakinformal meetings and discussions through@@72 A copy of the Code
Ethics is available by contacting Mr. Bill Mungerp Microfield Group, Inc., 111 SW Columbia St.it8ut80, Portland, Oregon 97201.

Compensation Committee

The compensation committee consists of Mr. Hamis, Chairman, Mr. Yeager and Mr. Metcalf as committeembers. Tt
compensation committee had several meetings dutiagyear and numerous informal meetings and digmsshroughout 2007. T
committee determines the compensation level, ogirants and other compensation for our executifiees$.
Compensation Committee Interlocks and Insider Participation

During our 2007 fiscal year, no member of our congadion committee had a position as an officerwf@mpany. None of tl
members of our compensation committee had any otheionship with us.
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During the fiscal year ended December 29, 2007 afrmair executive officers, Rodney M. Boucher sdras a director on the boi
of Solfocus, Inc. whose Chief Executive Officer,r&®. Conley, sat on the compensation committeeusfcompany. Mr. Boucher also !
on Solfocus’compensation committee. At the November 29, 208ard of directors meeting, Mr. Conley resigned friiva compensatic
committee and was replaced as chairman of that ¢tteaby Mr. Harris. No other executive officeffsicrofield serves as a:

A. member of the compensation committee (or obmard committee performing equivalent functiomsio the absence of any st
committee, the entire board of directors) of ano#rgity, one of whose executive officers servecboncompensation committee;

B. director of another entity, one of whoseaKive officers served on our compensation comjtbe

C. as a member of the compensation committeetf@r board committee performing equivalent fiort or, in the absence of ¢
such committee, the entire board of directors)naitaer entity, one of whose executive officers edras our director.

Corporate Governance

The board of directors has determined that Meddesris, Yeager and Metcalf are “independeas that term is defined
NASDAQ. Under the NASDAQ definition, an indepentdirector is a person who (1) is not currently drose immediate family memb
are not currently), and has not been over the thasé years (or whose immediate family members Imebeen over the past three yei
employed by the company; (2) has not (or whose idiate family members have not) been paid more $&h1000 during the current or p
three fiscal years; (3) has not (or whose immedliafiamily has not) been a partner in or contrgllshareholder or executive officer of
organization which the company made, or from whioh company received, payments in excess of thateyref $200,000 or 5% of tt
organizations consolidated gross revenues, in atiyeomost recent three fiscal years; (4) has aptvhose immediate family members h
not), over the past three years been employed agenutive officer of a company in which an exeautfficer of our company has servec
that companys compensation committee; or (5) is not currerdhywghose immediate family members are not curr@ndlgd has not been o
the past three years (or whose immediate family begshave not been over the past three years}reepaf our Company’s outside auditor.

Compensation Discussion and Analysis

We believe our success depends on the continuetlilmgions of our named executive officers. Peedamlationships are ve
important in our industry. Our named executiveiogffs are primarily responsible for many of ourtical customer and suppl
relationships. The maintenance of these relatipssh critical to ensuring our future successerelfore, it is important to our success tha
retain the services of these individuals and pretram from competing with us should their employingith us terminate.

Our compensation programs are designed to provide named executive officers competitive salariesorts term bont
opportunities, and long term equity incentives.r @oal is to provide our named executive officeithvincentives that are aligned with
performance of our business and the performanaeupftommon stock. Our salary amounts are intenddae competitive with similar
situated companies.

Our compensation plan consists of the following ponents: salary, annual incentive bonus and long &quity incentives. Tt
details of each these components are describéx itables and narrative below.

Our compensation plan is aimed to further our lbehat that retaining these officers is imperatieeour success. The lorgrr
equity incentive plan, under which options are éskus designed to award activities that increbsarading price of our common stock.
management incentive bonus plan is designed torceiwareases in our earnings before interest, taa@s amortization.

Compensation Committee Report on Executive Compensation

The compensation committee is comprised of thrgependent noemployee directors. The committee sets the priesigni
strategies it serves to guide the design of ourpssmsation plans and programs. The committee willally evaluate the performance of
CEO and the other named executive officers. Talivr performance evaluations into consideratithe, committee will establish a
approve their compensation levels, including badarg, annual bonuses, and equity incentives. cimemittee met several times during
year, the last time on November 28, 2007, and densd compensation plans and programs enteretéticeen Microfield and the CEO ¢
named executive officers.
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Our Compensation Philosophy and Plans

Our executive compensation program is designedttacaand retain superior executive talent, tovfghe incentives and rewards
executive officers who will contribute to our lobgrm success and to closely align the interestexafcutives with those of ¢
stockholders. The Compensation Committee reviewsegecutive compensation plans and programs thrthug application of the busin
judgment of each of its members. The Compensaliommittee uses discretion and considers an exe&’'s entire compensation pack
when setting each portion of compensation, whidbeised upon corporate goals and performance, thdilinitiatives and performance, ¢
overall market considerations. The principal eletaeof our executive compensation program consist(ip annual base salary, |
participation in our management incentive plan grat/ides for an annual bonus, and (iii) equityeiniive plan.

Base Salaries. Annual base salaries for executive officers artally determined by evaluating the responsilgifitof the positio
and the experience and knowledge of the individddso taken into consideration is the competitiz®s of the marketplace for execu
talent, including a comparison of base annual Esdor comparable positions at peer companies.

Sock Incentive Plan. The Amended 2004 Stock Incentive Plan permitsgifet of incentive stock options, ngnalified stocl
options, restricted stock, restricted stock unpstformance shares, stock appreciation rightSARS ") and other common stodkase!
awards to our executive officers. Options to pasghour common stock and/or SARS have been issuEath executive officer as further
forth below in the “Summary Compensation Tablg@he options and SARS both have an exercise prigaldq the fair market value of ¢
common stock on the grant date. The options anldSSgranted to our CEO and our executive officerdlomember 21, 2006 are 2% ves
on December 30, 2006. The Compensation Commigéevies that equity incentives help align the ies¢s of the executives with those
the stockholders and provide incentives for thecatiees to create long-term value for our stockbodd

Section 162(m) Section 162(m) of the Internal Revenue Code, pewithat compensation in excess of $1,000,000 maithe
President and CEO or to any of the other four nhighly compensated executive officers of a pubbmpany will not be deductible {
federal income tax purposes unless such compensattisfies one of the enumerated exceptions s#h e Section 162(m). TI
Compensation Committee has reviewed our compemsptams and programs with regard to the deductioitdtion set forth in Section 162
(m). Based on this review, the Compensation Cotemianticipates that the annual bonus, long temanitive plan bonus and gain, if a
recognized by our CEO and named executive offiapos the exercise of stock options or SARS meetahairements for deductibility unc
Section 162(m) of the Code.

Compensation of the Chief Executive Officer. Mr. Boucher is paid an annual salary of $300,008 iareligible for an annual bonus
our financial targets are achieved. The amouthi@fnnual bonus is determined using a floatinggreage of annual base salary based c
level of attainment of various financial metricBhe Compensation Committee believes that Mr. Bouheritical to our future success
that this compensation package properly alignsntégests with that of our shareholders.

The Compensation Committee:
Mr. Phillip G. Harris

Mr. Kurt E. Yeage!

Mr. John P. Metcal

The following table provides certain summary infation concerning compensation awarded to, earnedrlpaid to our Chit

Executive Officer and other executive officers aoff €ompany whose total annual salary and bonuseebeck $100,000 (collectively, t
“named officers”) for fiscal years 2007, 2006 afid3.
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Summary Compensation Table

All
Other
Option Compensation
Name & Principal Position Y ear Salary ($)  Awards($) * $ Total ($)
Rodney M. Boucher (1) 2007 300,00 41,43( 12,41¢ 353,84!
Chief Executive Officer,
President and Directt 200¢€ 300,00 2,771 12,41¢ 315,18¢
200& 62,50( — 62,50(
A.Mark Walter (2) 2007 208,00( 104,79¢ 7,20(C 319,99¢
President and Former
Director 200¢€ 208,00( 92,15( 7,20(C 307,20:
200& 153,93¢ 67,430 7,20(C 228,57:
Randall R. Reed (3) 2007 208,00( 34,34¢ 242,34¢
Chief Financial Office 200¢€ 208,00( 19,25( — 227,25(
200E 56,00( 4,52F — 60,52
Gene Ameduri (4) 2007 200,00( 16,24¢ 5,73¢ 221,98!
President of ECI and Direct 200¢€ 200,00 1,15C 5,73¢ 206,88t
200& 41,667 — — 41,667
John Streme (5) 2007 180,00( 7,64¢ — 187,64¢
Senior Vice Presider 200€ 180,00( 501 — 180,50:
200E 38,071 — — 38,071

* Amounts represented stock-based compensation expenfiscal year 2007 under SFAS 123R as discussblbte 2, “Stock-
Based Compensati” of the Notes to Consolidated Financial Statemardisided elsewhere in this annual rep

(1) Mr. Boucher was appointed our Chief Executive @ffion October 13, 2005, and President of MicrofaidApril 24, 2008

(2) Mr. Walter was appointed our President effectivevéiober 18, 2004. Prior to this appointment he skagour Senior Vi
President and Chief Operating Officer. Mr. Walesigned from his position as Microfi's President on April 24, 200

(3) Mr. Reed was appointed our Chief Financial OfficerSeptember 19, 200

(4) Mr. Ameduri was appointed President of ECI on Oetal3, 2005

(5) Mr. Stremel was appointed Senior Vice PresidenDotober 13, 200t
Employment Agreementswith Named Executive Officers

As of December 29, 2007, we have not entered iml@/ment agreements with any of our executivecefs.
Options Granted with Named Executive Officers

During 2007, we granted 2,707,500 incentive stopkoos to purchase Microfield Group, Inc. commonckt under our Stoc
Incentive Plan 900,000. No other current executifficers received options exercisable for share®w Common Stock during fisc
2007. The following table sets forth informaticgarding stock options granted to our named oficerder our Stock Incentive Plan du

the fiscal year ended December 29, 2007:

All Other Option

Awards:
All Other Stock Number of Grant Date
Awards: Securities Exercise or Fair Value
Number of Underlying Base Price of of Stock and
Name Grant Date  Sharesof Stocks Options Option Option
or Units (#) (#) Awards ($/Sh) Awards
Rodney M. Bouche 11/29/07 - 500,00( $ 0.94 392,50(
Randall R. Ree 11/29/07 - 150,00( $ 0.94 117,75(
Gene Amedur 11/29/07 - 150,00( $ 0.94 117,75(

John Streme 11/29/07 - 100,00( $ 0.94 78,50(



Page 12 of 2:




OUTSTANDING EQUITY AWARDSAT FISCAL YEAR-END

The following table sets forth information with pext to grants of options to purchase our commockstnder our Stock Incenti
Plan to the named executive officers during thealigyear ended December 29, 2007.

Number Number
of of
Securities Securities
Underlying  Underlying
Unexercised Unexercised Option

Options Options Exercise Option
# *# Price Expiration

Name Exercisable Unexercisable (%) Date
Rodney M. Bouche 10,417 489,58: $ 0.94 11/29/1%
63,64¢ 171,35: $ 0.6t 11/21/11
A. Mark Walter 26,40¢ 71,09: $ 0.6t 11/21/11
666,66 333,330 $ 0.3t 4/29/1C
75,00( 25,00 $ 0.4C 12/3/0¢
97,917 2,08t $ 0.4¢ 1/22/0¢
Randall R. Ree 3,12t 146,87! $ 0.94 11/29/1z
26,40¢ 71,09 $ 0.6t 11/21/11
58,33 41,667 $ 0.84 8/23/1C
Gene Amedur 3,12¢ 146,87! $ 0.94 11/29/1%
26,40¢ 71,09¢ $ 0.6t 11/21/11
John Streme 2,08: 97,91 $ 0.94 11/29/1z
11,51( 30,99( $ 0.6t 11/21/11
575,46( -3 0.32 2/6/08
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DIRECTOR COMPENSATION

The following table sets forth summary informatimancerning the total compensation paid to our employee directors in 2007

services to our company. All option awards weanggd from our Stock Incentive Plan.

Fees Earned Option

or Paid in Awards

Cash % Total

Name ® @ 2 )
William C. McCormick (3) $ 13,000 $ 1,63t $ 14,63:
Gary D. Conley (4 $ 2,00C $ 1,227 $ 3,221
Kurt E. Yeager (5 $ 1,500 $ 36,94( $ 38,44(
John P. Metcalf (6 $ 1,00C $ 42,90¢ $ 43,90¢
Phillip G. Harris (7) $ 50C $ 34,09( $ 34,59(

1)

()

(3)

(4)

()

(6)

(7)

Those directors considered as outside directors@rpensated $500 for each board meeting heldeafdmpanys headquarters or ott
location where the director is required to tra:

Amounts represented stoblased compensation expense for fiscal year 2008témk options granted in 2007 under SFAS 123
discussed in Note 2, “Stock-Based Compensatafrthe Notes to Consolidated Financial Statememthuded elsewhere in this ann
report.

Under our 2004 Stock Incentive Plan, on November22®7, Mr. McCormick was granted a stock optioptwchase 100,000 share:
common stock, which option vests over 48 monthise dggregate grant date fair value of this awaf¥&500.

Under our 2004 Stock Incentive Plan, on NovemberZ®7, Mr. Conley was granted a stock option tocpase 75,000 shares
common stock, which option vests over 48 monthise dggregate grant date fair value of this awab&875.

Under our 2004 Stock Incentive Plan, on May 10,720dr. Yeager was granted a stock option to purel#3000 shares of comrmr
stock, which option vests immediately. On Novemb@r2007, Mr. Yeager was also granted a stocloogt purchase 85,000 share
common stock, which option vests over 48 monthise dggregate grant date fair value of these aws$H02,275

Under our 2004 Stock Incentive Plan, on June 29720r. Metcalf was granted a stock option to paseh 50,000 shares of comr
stock, which option vests immediately. On Noveni®&@&r2007, Mr. Metcalf was also granted a stockoopto purchase 95,000 share
common stock, which option vests over 48 month& ddigregate grant date fair value of these awar§$15,925

Under our 2004 Stock Incentive Plan, on October2DD7, Mr. Harris was granted a stock option tochase 50,000 shares of comr
stock, which option vests immediately. On Novemb@r 2007, Mr. Harris was also granted a stockooptdo purchase 85,000 share
common stock, which option vests over 48 monthe ddgregate grant date fair value of these awar$ig4,425
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatimygarding the beneficial ownership of our Commaocktas of June 30, 2008 a:

(i) each person who is known by us to own bendficimore than 5% of the outstanding shares of dagscof our common or preferred stc
(i) each of our directors, (iii) eacbf the executive officers named in the Summary Cemsption Table below and (iv) all directors
executive officers as a group. Except as otherwised, we believe the persons listed below have smslestment and voting power w
respect to the common Stock owned by them.

Common Stock and
Common Stock Equivalents

Equivalent
Common
Shares Approximate
Five Percent Shareholders, Directors, Director Beneficially Voting
Nominees and Certain Executive Officers Owned (1) Per centage (2)

?3) Robert J. Jesenik

5300 Meadows Rd., Suite 400

Lake Oswego, OR 970: 7,570,23C 7.9%
4) Rodney M. Boucher

111 SW Columbia, Suite 400

Portland, OR 9720 15,237,08¢ 15.1%
(5) Gene Ameduri

111 SW Columbia, Suite 400

Portland, OR 9720 9,607,79C 9.8%
(6) William C. McCormick

111 SW Columbia, Suite 400

Portland, OR 9720 2,926,45¢ 3.0%
©) Randall R. Reed

111 SW Columbia, Suite 400

Portland, OR 9720 187,031 *
(8) Gary D. Conley

111 SW Columbia, Suite 400

Portland, OR 9720 115,625 *
9) Kurt E. Yeager

111 SW Columbia, Suite 400

Portland, OR 9720 65,938 *
(10) John P. Metcalf

111 SW Columbia, Suite 400

Portland, OR 9720 161,563 *
(12) Phillip G. Harris

111 SW Columbia, Suite 400

Portland, OR 9720 159,688 *
(12) All directors and executive officers as a groupérsons 28,461,181 26.5%
* Less than 19

(1) Shares to which the person or group has the rigtgtcjuire within 60 days after June 30, 2008 armdel to be outstanding
calculating the percentage ownership of the peosgroup but are not deemed to be outstanding asyt@ther person or grou

(2) Percentage prior to offering is based 94,651,461 shares of common stock outstanding dsref 30, 200¢
(3) Includes 955,654 warrants convertible into comntoglswithin 60 days after June 30, 20

(4) Includes 6,325,433 warrants and options converiititecommon stock within 60 days after June 3@&
(5 Includes 3,940,919 warrants and options converiititecommon stock within 60 days after June 3@&

(6) Includes 1,932,258 warrants and options converiitilecommon stock within 60 days after June 3008
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(7) Includes 159,531 warrants and options convertittie common stock within 60 days after June 30 82
(8) Includes 103,125 warrants and options convertititie common stock within 60 days after June 30, 2
(9) Includes 65,938 warrants and options convertiliie @mmon stock within 60 days after June 30, 2
(10) Includes 99,063 warrants and options convertitiie @mmon stock within 60 days after June 30, 2
(11) Includes 97,188 warrants and options convertiltie @@mmon stock within 60 days after June 30, 2

(12) Includes 12,723,454 warrants and options convertitib common stock within 60 days after June 83082

EXECUTIVE OFFICERSOF THE REGISTRANT

The names, ages and positions of the Company’siéxeafficers are as follows:

NAME AGE CURRENT POSITION(S) WITH COMPANY

Rodney M. Boucher 64 Chief Executive Officer, President and Director

A. Mark Walter 43 President and Director*

Randall R. Reed 51 Chief Financial Officer & Secretary

* Mr. Walter resigned from Microfield’'s Board on @ber 12, 2007, and resigned as President of Maltbbn April 24, 2008.

As of December 29, 2007, we have not entered impl@/ment agreements with any of our executivecefs.

Grants of plan-based awards

During 2007, we granted 2,707,500 incentive stopkoos to purchase Microfield Group, Inc. commonckt under our Stoc
Incentive Plan, 900,000 of which were granted #® tlamed officers. No other current executive efficreceived options exercisable
shares of our Common Stock during fiscal 2007. fdilewing table sets forth information regardingpek options granted to our nan
officers under our Stock Incentive Plan duringfibeal year ended December 29, 2007:

All Other Option

All Other Stock Awards:
Awards: Number of Exercise or Grant Date
Number of Securities Base Price of Fair Value
Shares of Stocks Underlying Option of Stock and
Name Grant Date or Units Options Awards Option
#) (#) ($/Sh) Awards
Rodney M. Bouche 11/29/07 - 500,00( $ 0.94 392,50(
Randall R. Ree 11/29/07 - 150,00( $ 0.94 117,75(
Gene Amedur 11/29/07 - 150,00( $ 0.94 117,75(
John Streme 11/29/07 - 100,00( $ 0.94 78,50(

Outstanding equity awards at fiscal year-end

The following table sets forth information with pest to grants of options to purchase our commaekatnder our Stock Incentive Plan to
named officers as of December 29, 2007.
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Number Number
of of
Securities Securities
Underlying Underlying
Unexercised Unexercised Option
Options Options Exercise Option
# # Price Expiration
Name Exercisable Unexer cisable (B Date
Rodney M. Bouche 10,417 489,58 $ 0.94 11/29/1%
63,64¢ 171,35 $ 0.6t 11/21/11
A. Mark Walter 26,40¢ 71,09¢ $ 0.6t 11/21/11
666,66 333,330 $ 0.3t 4/29/1C
75,00( 25,000 $ 0.4C 12/3/0¢
97,917 2,08 $ 0.4¢ 1/22/0¢
Randall R. Ree 3,12¢ 146,87 $ 0.94 11/29/1z
26,40¢ 71,09 $ 0.6t 11/21/11
58,33: 41,667 $ 0.84 8/23/1C
Gene Amedur 3,12¢ 146,87 $ 0.94 11/29/1z
26,40¢ 71,09 $ 0.6& 11/21/11
John Streme 2,08: 97,917 $ 0.94 11/29/1z
11,51( 30,99( $ 0.6t 11/21/11
575,46( -$ 0.3 2/6/0¢

AGGREGATED OPTION EXERCISESIN LAST FISCAL YEAR AND FISCAL YEAR END OPTION VALUE

Securities Value of
Number Underlying Unexer cised
of Unexer cised In-The-Money
Shares Options Options
Acquired Value At FY-End (#) At FY-End ($) (2)
On Exercise Realized exer cisable/ Exercisable/ Grant Expiration
Name (#) (NN} Unexer cisable Unexer cisable Date Date
A. Mark Walter — — 47,917 52,08 $ 91,04: $ 98,95¢ 1/22/0¢ 1/22/0¢
25,00( 75,00( 52,50( 157,50( 12/3/0¢ 12/3/0¢
166,66° 833,33 358,33: 1,791,66' 4/29/0¢ 4/29/1(
Randall R. Ree — — 100,00 — $ 166,00( — 8/23/0¢ 8/23/1(
William C.
McCormick — — 1,150,001 50,00 $ 2,369,000 $ 103,00( 11/12/0¢ 11/12/0¢
— — 50,00( — 112,00( — 4/7/0% 4/7/1C
— — 166,66° 833,33 276,66 1,383,33. 8/23/0¢ 8/23/1(

(1) Market value of the underlying securities at exadate, minus exercise price of the opti

(2) Market value of the underlying securities at Decen8i, 2005, $2.50 per share, minus exercise pfitee unexercised optior
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EQUITY COMPENSATION PLAN INFORMATION

The following summarizes our equity compensatidarimation as of December 29, 2007.

Number of
securitiesremaining
Number of availablefor future
Securitiesto be Weighted issuance under
issued upon average exercise equity
exer cise of price of compensation plans
outstanding outstanding (excluding
options and options and securitiesreflected
warrants warrants in column (a))
Plan category (a) (b) (©)
Equity compensation plans approved by security drs 9,723,751 $ 0.6¢ 9,051,74.
Equity compensation plans not approved by sechotglers 28,549,18 $ 2.4¢ N/A
Total 38,272,93 $ 2.01 N/A

The Company has a Stock Incentive Plan (thkgh ”). At December 29, 2007, 9,723,750 shares of commmrk stere reserve
respectively, for issuance to employees, officdirgctors, and outside advisors. Under the Plenpptions may be granted to purchase s
of the Company’s common stock at fair market vahgedetermined by the CompasyBoard of Directors, at the date of grant. Thioog
are exercisable over a period of up to five yeemmfthe date of grant or such shorter term as geal/for in the Plan. The options bect
exercisable over periods ranging between one amdyfears.

On June 30, 2006, in conjunction with a privatecpfaent which resulted in gross proceeds of $150000,the Company sc
7,500,000 shares of common stock at $2.00 per saadceissued warrants to purchase up to 5,6258@@s of common stock. The warr:
have a term of five years and an exercise price3dd0 per share. Since the warrants are subjex#rtain registration rights, the Comp.
recorded a warrant liability totaling $14,758,004aiccordance with EITF 00-1®tcounting for Derivative Financial Instruments éxed to
and Potentially Settled in, a Company’s Own Stocklie warrant liability has been recalculated ugimg closing price of the Company’
common stock as of June 30, 2006 of $3.07. Thistragon rights provide for the Company to fileegistration statement with the Securi
and Exchange Commission $EC ") no later than 90 days after the closing of thedaation and have it declared effective by the SB
later than 120 days after the closing of the tratisa. The registration statement was filed whk SEC on July 21, 2006. The Comg
valued the warrants using the Black-Scholes oppiacing model, applying a useful life of 5 yearsrisk-free rate of 5.35%, an expec
dividend yield of 0%, a volatility of 123% and aemheed fair value of the common stock of $3.07, whiets the closing market price on J
30, 2006.

On October 13, 2005, the Company entered into ageatent to purchase all the outstanding sharesefggConnect, Inc. (ECI ")
in exchange for 27,365,305 shares of the Compacginmon stock at $2.34 per common share, issu@nt® 695,432 warrants to purch
the Company’s common shares at $2.58 per shareisanance of 3,260,940 options to purchase the @oyp common stock at $0.32 |
share. The transaction was valued at approxim&tedg million.

On October 5, 2005, the Company completed a prplaisement in the amount of $3,434,000 in exchdnogé,905,717 shares of 1
Company’s common stock, and warrants to purchas¢han 2,944,693 shares of the Compangbmmon stock at $0.90 per share.
Company also issued an additional 327,886 commareshin payment of a $229,520 fee charged by astment advisor in the transacti
As a part of the private placement, the Company fegsired to pay $1.1 million to JIMW Group, LLC a@diristenson Leasing, LLC (*
CLLLC "), both related parties, to reduce the debt inGloenpanys subsidiaries. As a part of the private placeragnéement, the warra
were included as a part of the equities for whiebistration rights were received. According torent accounting pronouncements,
Black-Scholes value of these warrants were recordedaasrant liability and a reduction of paid in capié the date of the transaction. -
change in the value of these warrants of $503,24®&den the issue date and the end of the fiscalwas then recorded as an increase i
warrant liability, with an expense for warrant riexaion recorded as a charge in the consolidatgdrsient of operations.

On September 10, 2004, the Company entered int@stdvl Vehicle Lease Termination Agreement with CCl_lunder which tr
Company terminated its previous master vehicleeleageement with CLLLC. Under the terms of thisni@ation agreement, the Compi
was released from its obligation under the previmaster vehicle lease agreement. In considerdtiothis release, the Company iss
1,000,000 warrants to purchase the Compaogmmon shares, which were valued at $515,00@ uba Black Scholes model. This warl
value was recorded in the Compasgonsolidated balance sheet as common stock wsrraith a corresponding expense recorded il
Company’s consolidated statement of operations.
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In connection with the August 24, 2004 debt isseabyg Destination Capital, LLC, the Company is obiléy to issue warrants
purchase the Comparsycommon stock. According to the terms of the defitance, warrants in the amount of 12.5% peratttie loal
balance, outstanding on the first day of each momntiti be issued to the debt holders for each addenmonth that the debt
outstanding. Each warrant is exercisable intosivae of common stock at the lesser of $0.38 mmestr the price applicable to any she
warrants or options issued (other than optionseidsa employees or directors) while the loan istuiding, and will expire in 2009. Priol
this debt issuance, the Company exercised an ofti@onvert $1,400,000 of outstanding debt intdfggred stock that is convertible it
shares of common stock. This exercise, when agtgdgwith all other outstanding equity arrangemergsulted in the total number
common shares that could be required to be delivierexceed the number of authorized common shanesccordance with EITF 009, the
fair value of the 37,500 warrants initially issu@dconnection with the debt issuance must be rembas a liability for warrant settlemen
the financial statements using the Black-Scholeslahoand any subsequent changes in the Compastgck price to be recorded
earnings. Accordingly, the aggregate fair valu¢hese warrants, issued prior to September 1, 2084 determined to be $17,513. At the
of each quarter the increase or decrease in deevadlue was recorded in earnings in the conswitiatatement of operations. On Septel
1, 2004, the Company’shareholders voted to increase the authorize@slzevailable for issuance or conversion, whiclkeduhe situatio
described above. Accordingly, the fair value of therrants on September 1, 2004 was determined &20&75. The warrant liability w
reclassified to shareholders’ equity and the iredieom the prior quarter end warrant value waerdsd in earnings.

For the months from September 1, 2004 to July R52@ccording to the terms of the warrant provigbthe August 24, 2004 de
agreement, the Company is obligated to issue 15828additional warrants. The value of these wasrasf $604,955 was added
shareholderséquity on the consolidated balance sheet, withreesponding expense charged to interest experibe iconsolidated statem
of operations. This included a charge againstiegsnof $320,967 associated with an aggregate 4f782 warrants, that the Company
obligated to issue during the first six months istél year, 2005. On August 1, 2005, the Companyegotiated the debt obligation w
Destination Capital LLC, and eliminated the warrardvision previously contained in the note. Thees no interest expense associated
this note charged against the Company’s statenfeygearations after July 1, 2005.

On July 28, 2004, the Company issued an aggreddt®@0,000 shares of common stock to a constuitaekchange for $560,000
services rendered, which approximated the fair evalof the shares issued during the period servicese wcompleted ai
rendered. Compensation costs of $560,000 wergetdo operations during the year ended Janu&9d5.

In connection with the January 22, 2004 debt isseathe Company is obligated to issue warrantsutehase the Compary’
common stock. According to the terms of the debuance, warrants in the amount of one percerteoCbmpanys fully diluted commo
stock will be issued to the debt holders on th&t filay of each calendar month that the debt igandgg. The Company repaid this det
April 2004, and accordingly issued 1,403,548 wasgawhich is equivalent to 4% of the fully dilutedmmon stock outstanding under
terms outlined in that agreement. Each warraekécisable into one share of common stock at $0e8khare, subject to changes spec
in the debt agreement, and will expire in 20080Pto this debt issuance, the Company exercised@ion to convert $1,400,000
outstanding debt into preferred stock that is cditle into shares of common stock. This exercisden aggregated with all otl
outstanding equity arrangements, resulted in tted tmmmber of common shares that could be requord delivered to exceed the numbe
authorized common shares. In accordance with BIJ-E9, the fair value of the warrants issued in cotineowith the debt issuance must
recorded as a liability for warrant settlement lie financial statements using the Blé&&holes model, and any subsequent changes
Companys stock price to be recorded in earnings. Accglglinthe aggregate fair value of these warrantshendate each of the obligatic
to issue warrants arose, was determined to be 201 At September 1, 2004, the Comparshareholders voted to increase the authc
shares available for issuance or conversion, witigted the situation described above. Accordinghg fair value of the warrants
September 1, 2004 was determined to be $780,3R2. whrrant liability was reclassified to sharehadtlequity and the increase from
initial warrant value was recorded in earnings.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of41@Be “Exchange Act ") requires the Compang’executive officers and directc
and persons who own more than ten percent of atezgd class of the Comparyéquity securities to file reports of ownership @hanges i
ownership with the SEC. Executive officers, dioestand greater than ten percent stockholderseargred by SEC regulation to furnish
Company with copies of all Section 16(a) forms tlfieg. Based solely on its review of the copiessath forms received by it, or writl
representations from certain reporting persons,Gbempany believes that during 2007, all filing reqments applicable to our office
directors and greater than ten percent benefisialeos were complied with, except that three Formeth respect to Mr. Stansell, a reti
director, were filed late, two Forms 4 with respectMessrs. Ameduri, Conley, Boucher, Yeager, Ramdl McCormick were filed late, a
one Form 4 with respect to Mr. Metcalf was filetela
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RBSM LLP

The following is a summary of the fees billed tocktifield Group, Inc. by RBSM LLP for professionairgices rendered in
connection with the fiscal years ended, DecembgP@97, December 30, 2006 and December 31, 208pecévely.

December 2¢ December 3( December 31

2007 2006 2005
Fee Type
Audit fees $ 254,63( $ 220,21 $ 134,82
Audit related fee: 61,26( 54,97 41,35(
Tax fees 17,15( 82t -
All other fees - - -
Total fees $ 333,04( $ 276,01: $ 176,17

Audit fees consist of billings for professional\gees rendered for the audit of our consolidatedricial statements and review of
interim consolidated financial statements includedquarterly reports that are normally provided ingependent accounting firms
connection with regulatory filings, including audirvices performed related to mergers and acuuisit

AUDIT-RELATED FEES. Consists of fees billed for assuraziee related services that are reasonably relatéfietperformance
the audit or review of Microfield Group, Inc. fingial statements and are not reported under “AuelsF

TAX FEES. Consists of fees billed for professiosailvices for tax compliance, tax advice and tarmlzg.

ALL OTHER FEES. Consists of fees for services oftfian the services reported above. There were mer gervices provided
fiscal 2007, 2006 and 2005.

Prior to engagement of our independent auditorh rgagement is approved by our audit committee. sEmvices provided unc
this engagement may include audit services, aethted services, tax services and other servigesapproval is generally provided for uf
one year and any p@pproval is detailed as to the particular serviceategory of services and is generally subjeca &pecific budge
Pursuant to our Audit Committee Charter, the indejeat auditors and management are required to trépaur audit committee at le.
quarterly regarding the extent of services provitigdthe independent auditors in accordance with pheapproval, and the fees for -
services performed to date. The audit committee alsy pre-approve particular services on a casealbg-basis. All audielated fees, t¢
fees and other fees incurred by us for the yeagemkcember 29, 2007, were approved by our audihdtee.

TRANSACTIONSWITH RELATED PERSONS

Microfield completed the sale of all of the outstany capital stock of its wholly owned subsidiaBE]|, to CEl Acquisition, LLC o
April 24, 2008. Pursuant to the terms and condgiof an Acquisition Agreement dated November D072(the “Acquisition Agreement
"), as amended January 30, 2008, all of CEl's assete included in the sale.

The total consideration received pursuant to theudgition Agreement which consisted of cash anduragsion of debt, we
$9,050,000. The cash purchase price set fortthén Acquisition Agreement was $1,650,000. In additipursuant to the terms of
Acquisition Agreement, CEIl remains obligated fopagximately $7,400,000 of debt. Microfield has esg to remain as guarantor
approximately $1,200,000 of debt in exchange feragreement by CEIl to pay a guaranty fee to Mieldfand receipt of a personal guar:
of the debt given by A. Mark Walter in favor of Mafield.

CEl Acquisition was formed by A. Mark Walter soldly the purpose of purchasing CEl and Mr. Walgethie sole member of C
Acquisition. Mr. Walter resigned from Microfielsl’Board on October 12, 2007, and also resignedresident of Microfield upon tt
consummation of the sale of CEl on April 24, 20@8lditionally, Mr. Walter had a total of 1,297,5@utstanding options to purchi
Microfield stock as of February 1, 2008. As ofttldate, 893,021 of these options had vested. &hmining 404,479 unvested option:
purchase Microfield stock would fully accelerateta¢ closing of the sale of CEl. The aggregateievalf these unvested options tc
accelerated as of that date was $224,072.
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In order to ensure that the sale of CEl was faiMiorofield from a financial point of view, and aidoany potential conflicts
interest with Mr. Walter, Microfield Board created a special committee of three inugre directors of the Board to negotiate the teof
the transaction and oversee the entire process. Special Committee received legal counsel andmetended that the Board engage
investment advisor to assist Microfield in negatigtthe terms of the transaction and to issue ndas opinion. In response, the Bc
engaged Roth Capital Partners, LLC as a finand®isar. After extensive research and attemptotate competitive bids, Roth issue
fairness opinion stating that the consideratiobdgaid for CEIl was fair to Microfield. The Spddzommittee also advised the Board th
light of the fact that Mr. Walter was seeking taghase CEI, Microfield should condition the saleG#I on obtaining majority sharehol
approval. Further, the Special Committee recomredritlat Microfield appoint its Chief Financial Qffir to closely oversee and monitor
operations of CEIl during this time. The Board date and approved all of the recommendations oSghexial Committee.

Majority approval of Microfields shareholders was a condition precedent to tleeo$&El and therefore Microfield solicited prox
and held a special meeting of shareholders atfiisee on March 10, 2008. Through this proxy stditon and meeting, a majority
Microfield’s shareholders approved the sale of CEl. The pstatgment mailed to shareholders in relation i tifansaction, along with t
Acquisition Agreement and fairness opinion of Retlere submitted to the SEC and are all availablevat.sec.gov.

OTHER MATTERS

Neither the Board of Directors nor management iigeto bring any matter for action at the Annual Negof Shareholders ott
than those matters described above. If any otlatemor any proposal should be presented and ghwaperly come before the meeting
action, the persons named in the accompanying pwikyvote upon such matter and upon such propasaccordance with their b
judgment.

FINANCIAL INFORMATION

For more detailed information regarding Microfieid¢luding financial statements, you may refer tm most recent Form 1Q-for
the quarterly period ended March 29, 2008, andrgikeodic filings with the SEC which we file frotime to time. This information may
found on the SEC’s EDGAR database at www.sec.gov

SHAREHOLDER PROPOSAL S FOR 2009 ANNUAL MEETING

Proposals of shareholders intended to be presettdte Companyg 2009 annual meeting of shareholders must bevextdiy th
Company at its principal office no later than Feliyu2, 2009, to be considered for inclusion in phexy statement for the Compasy200¢
annual meeting of shareholders.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this proxy statémemcerning expectations, beliefs, plans, objestigoals, strategies, future ev:
or performance and underlying assumptions and attedements which are other than statements dbrtuat facts are “forwardieoking
statementsWithin the meaning of the federal securities lawdthough the Company believes that the expectatamd assumptions reflec
in these statements are reasonable, there candmsamnce that these expectations will prove twobect. These forwarkboking statemen
involve a number of risks and uncertainties, antliacresults may differ materially from the resuttscussed in the forwalddeking
statements. Any such forwalobking statements should be considered in lighswéh important factors and in conjunction withes
documents of the Company on file with the SEC.

New factors that could cause actual results teediffiaterially from those described in forwdodking statements emerge from ti
to time, and it is not possible for the Companytedict all of such factors, or the extent to whiaty such factor or combination of fact
may cause actual results to differ from those doathin any forward-looking statement. Any forwdodking statement speaks only as ol
date on which such statement is made, and the Qomyadertakes no obligations to update the infolwnatontained in such statemen
reflect subsequent developments or information.

/s Randall R. Reed
Randall R. Ree
Secretary
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Appendix A

MICROFIELD GROUP, INC.
PROXY
PROXY FOR ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON September 24, 2008

The undersigned hereby acknowledges receipt oNtiteee of Annual Meeting of Shareholders and Pr8kgtement, each dated August
2008, and hereby names, constitutes and appoimdaRdr. Reed and Rodney M. Boucher, or eithehefrt acting in absence of the ot
with full power of substitution, my true and lawfattorneys and Proxies for me and in my place éealsto attend the Annual Meeting of
Shareholders of Microfield Group, Inc. (theCompan y”), to be held at 10:00 a.m. on September 24, 2008,aarmthy postponement
adjournment thereof, and to vote all the shareSahmon Stock, including the shares of Common Siottkwhich any Preferred Stock |
converted into, held of record in the name of thdarsigned on July 18, 2008 with all the powerd tha undersigned would possess i
were personally present.

Please mark your votes as /X/ indicated in thisrgxa.

FOR all nominees listed WITHHOLD

below (except as marked allAUTHORITY (to vote
nominees to the contrary  |for nominees listed
below) below)

PROPOSAL 1: | Election of Directors ! !

(INSTRUCTIONS: TO WITHHOLD AUTHORITY TO VOTE FOR AN INDIVIDUAL NOMINEE, STRIKE A LINE THROUGH THE
NOMINEE'S NAME BELOW.)

WILLIAM C. MCCORMICK PHILLIP G. HARRIS KURT E. YEAGER
JOHN P. METCALF RODNEY M. BOUCHER GENE AMEDURI GARY D. CONLEY

THE BOARD OF DIRECTORSUNANIMOUSLY RECOMMENDSA VOTE FOR EACH OF THE NOMINEESNAMED ABOVE.

FOR AGAINST ABSTAIN ON
PROPOSAL 2 PROPOSAL 2 PROPOSAL 2:
PROPOSAL 2: Amendment of the Articles of Incorporatign
to change the name of the Company from /
“Microfield Group, Inc.” to “EnergyConnedt | /) /
Group, Inc.”

THE BOARD OF DIRECTORSUNANIMOUSLY RECOMMENDSA VOTE FOR THE
APPROVAL OF PROPOSAL 2.

FOR AGAINST ABSTAIN ON
PROPOSAL 3 PROPOSAL 3 PROPOSAL 3:
PROPOSAL 2: Adoption of Restated Articles of
Incorporation removing language related jo /
Series 2, 3, and 4 Preferred Stock | Iy /

THE BOARD OF DIRECTORSUNANIMOUSLY RECOMMENDSA VOTE FOR THE
APPROVAL OF PROPOSAL 3.

I DO O DONOT O PLAN TO ATTEND THE ANNUAL MEETING. (PLEASE CHECK)
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The shareholder signed below reserves the righavioke this Proxy at any time prior to its exerdigewritten notice delivered to t
Company’s Secretary at the Companyorporate offices at 111 SW Columbia, Suite 48@rtland, Oregon 97201, prior to the Anr
Meeting. The power of the Proxy holders shall ddecsuspended if the shareholder signed below eppéshe Annual Meeting and elect
writing to vote in person.

Signature(s) Dated , 2008
NOTE: Please sign as name appears hereon. Joigrewhould each sign. When signing as attorneyutae administrator, trustee
guardian, please give full title as such.
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TENTH RESTATED ARTICLES OF INCORPORATION
OF
MICROFIELD GROUP, INC.

These Tenth Restated Articles of Incorporationlshglersede the previously existing Ninth Restétgitles of Incorporation and :
amendments thereto:

ARTICLE |
The name of the corporation is EnergyConnect Grtngp,(the “Corporation”).
ARTICLE Il

A. The aggregate number of shares which the Coiiparahall have authority to issue is 125,000,008res of common sto
(“Common Stock”) and 10,000,000 shares of prefestedk (“Preferred Stock”).

B. Holders of Common Stock are entitled to one ya#e share on any matter submitted to the sharetsold@n dissolution of tt
Corporation, after any preferential amount withpexs to Preferred Stock has been paid or set aideholders of Common Stock and
holders of any series of Preferred Stock entitledparticipate in the distribution of assets areitiexdt to receive the net assets of
Corporation.

C. The Board of Directors is authorized, subjedirtotations prescribed by the Oregon Business Catpon Act as amended frc
time to time (the “Act”)and the provisions of this Article Il, to providerfthe issuance of the shares of Preferred Stoskries, and by filin
articles of amendment effective without shareholaj@proval pursuant to the Act, to establish frometito time the number of shares tc
included in each series, and to determine the dasan, relative rights, preferences and limitasiarf the shares of each series. The autt
of the Board of Directors with respect to eacheseshall include determination of the following:

(1) The number of shares in and the distinguiski@signation of that series;

(2) Whether shares of that series shall have fulkcisp, conditional, limited or no voting rights, apt to the exte
otherwise provided by the Act;

(3) Whether shares of that series shall be converséibt the terms and conditions of the conversiatyding provision fc
adjustment of the conversion rate under circumssdetermined by the Board of Directors;

(4) Whether shares of that series shall be redeeraabli¢he terms and conditions of redemption, inalgithe date or dat

upon or after which they shall be redeemable aacathount per share payable in case of redemptibichvamount may vary under differ
conditions or at different redemption dates;
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(5) The dividend rate, if any, on shares of thatesgrthe manner of calculating any dividends andptieéerences of ai
dividends;

(6) The rights of shares of that series in the ewémbluntary or involuntary dissolution of the Corpation and the rights
priority of that series relative to the Common &taad any other series of Preferred Stock on theeiblition of assets on dissolution; and

(7) Any other relative rights, preferences andgitiitions of that series that are permitted by tawary.

D. The series of Preferred Stock designated assSkfreferred Stock in the Fifth Restated Articles never issued and is her
canceled.

ARTICLE Il

No director of the Corporation shall be personbdlple to the Corporation or its shareholders fanetary damages for conduct «
director; provided that this Article 11l shall netiminate the liability of a director for any aat @mission for which such elimination of liabil
is not permitted under the Act. No amendment &Abt that further limits the acts or omissionsydrich elimination of liability is permitte
shall affect the liability of a director for anytaar omission which occurs prior to the effectivaalof such amendment.

ARTICLE IV
The Corporation elects to waive preemptive rights.
ARTICLE V

In determining whether the Corporation has suffitizssets to repurchase shares of Common Stockifs@mployees or consulta
to the extent permitted by any applicable stockrie®n or vesting agreements such determinatitall e made and any distribution to s
shareholders may be made regardless of wheth&dhmorations net assets, after giving effect to the distrinutiwould be sufficient, if tf
Corporation were to be dissolved as of the dataeflistribution, to satisfy the preferential riglaf the holders of Preferred Stock.

ARTICLE VI

The Corporation shall indemnify to the fullest extt@ermitted by law any director or officer of t®rporation who is made,
threatened to be made, a party to an action, syitareeding, whether civil, criminal, administuatj investigative or otherwise (including
action, suit or proceeding by or in the right o @@orporation) by reason of the fact that the peismr was a director, officer, employes
agent of the Corporation, or a fiduciary within thieaning of the Employee Retirement Income Securitlyof 1974 with respect to a
employee benefit plans of the Corporation or seoreserved at the request of the Corporation aseatdr, officer, employee or agent or ¢
fiduciary of an employee benefit plan, of anothemoration, partnership, joint venture, trust drestenterprise. The Corporation shall pa
or reimburse the reasonable expenses incurredyoguah director or officer in any such proceeding@dvance of the final disposition of
proceeding if the director or officer sets forthvmiting (i) his or her good faith belief that he she is entitled to indemnification under -
Article VI and (ii) his or her agreement to repdlyaglvances if it is ultimately determined thatdreshe is not entitled to indemnification un
this Article VI. No amendment to this Article \hat limits the Corporatios’obligation to indemnify any person shall have efigct on suc
obligation for any act or omission that occurs ptmthe later of the effective date of the amenuiinoe the date notice of the amendme
given to the director or officer. This Article shaot be deemed exclusive of any other provisiforsindemnification of directors, officel
employees, agents and fiduciaries that may be dieclun any statute, bylaw, agreement, general ecip action of the Board of Directo
vote of shareholders or other document or arrangéme

ADOPTED BY THE BOARD on , 2008.
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