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€ energyconnect

51 East Campbell Avenue, Suite 145
Campbell, CA 95008

ANNUAL MEETING OF SHAREHOLDERS
To Be Held July 28, 2009

To Our Shareholders:

You are cordially invited to attend the Annual Magtof shareholders of EnergyConnect Group, Irche held on July 28, 2009
EnergyConnect’s offices at 51 East Campbell AveRugte 145, Campbell, CA 95008, at 10:00 a.m.,fRadne.

At this meeting, you will be asked to (1) elect thieectors of EnergyConnect, (2) approve the restant of EnergyConnest200:«
Stock Incentive Plan to make amendments and updatescessary to comply with recent changes iricgiyie laws and to provide additio
flexibility and align the plan with EnergyConnextturrent practices and (3) transact such otheinéss as may properly come before
annual meeting. It is very important that your relsaare represented at the meeting. Accordinghether or not you plan to attend -
meeting, we urge you to vote promptly by returnihg enclosed proxy card. You may also vote viaithernet or by telephone by followi
the instructions contained on the proxy card. Mpty proxy will not prevent you from voting youtares in person if you subsequently chi
to attend the meeting.

Pursuanto changes to the federal securities laws, Energg€ct will now be making its proxy material avallabn the internet rath
than printing and mailing these materials. On §JB,] 2009 aotice of Internet Availability of Proxy Materials, commonly referred to as
“Notice and Access Card,” was mailed to sharehsldétowever, you do still have the right to recepeeir proxy materials by mail ormail if
you request them, and you continue to have the tighote by mail as well as by telephone and enitternet

All shareholders are encouraged to read this pstatement, and the attached exhibits, in theiretytand 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,

ENERGYCONNECT GROUP, INC

By: /d Randall R. Reed
Randall R. Ree
Secretary
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ENERGYCONNECT GROUP, INC.

51 East Campbell Avenue, Suite 145
Campbell, CA 95008

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held July 28, 2009

Notice is hereby given that EnergyConnect Group,, Iwill hold its annual meeting of shareholdersJoty 28, 2009. The meeti
will be held at EnergyConnest'offices at 51 East Campbell Avenue, Suite 145n@zell, CA 95008, at 10:00 a.m., Pacific time, the
purpose of considering and acting upon the follawin

1. To elect six directors to serve until the next aainmeeting of shareholders or until their successwe duly elected a
qualified;

2. To approve the restatement of EnergyCor’s 2004 Stock Incentive Plan to make amendmentsipddtes as necessarn
comply with recent changes in applicable laws amdige flexibility for employee compensation; a

3. To transact such other business as may properlye doefore the Annual Meeting and any adjournmenadjournment
thereof.

Holders of common stock of record at the closeusifess on [June 5], 2009 are entitled to receiMetice and Access Card anc
vote at the annual meeting. A complete list ofrghalders will be open to examination of any shaldér at the Annual Meeting.

The Annual Meeting will start promptly at 10:00 a.ifio avoid disruption, admission may be limited¢d®ithe meeting begins.

ENERGYCONNECT GROUP, INC

By: /s Randall R. Reed
Randall R. Ree
Secretary

IMPORTANT: IT IS IMPORTANT THAT YOUR SHARES BE REPRESENTED REG ARDLESS OF THE NUMBER OF
SHARES YOU MAY HOLD. WHETHER OR NOT YOU PLAN TO ATT END 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. EACH PROXY GRANTED MAY BE REVOKED BY THE SHAREHOLDER
APPOINTING SUCH PROXY AT ANY TIME BEFORE IT IS VOTE D.
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PROXY STATEMENT

This Proxy Statement is furnished to the holderghefshares of common stock in connection withsthigitation of proxies for use
the annual meeting. The annual meeting of Shadeh®lof EnergyConnect Group, Inc. (th€8mpany,” “ EnergyConnect,” * ECNG ,” “
we,” “ us,” or “ our ") will be held on July 28, 2009, at the offices ofeffgyConnect at 51 East Campbell Avenue, Suite Cémpbell, C/
95008, at 10:00 a.m., Pacific time (theAhnual Meeting ). The enclosed form of proxy is solicited by the Bbaf Directors c
EnergyConnect (the Board "), and the cost of the solicitation will be borne hyeEgyConnect. The costs and expenditures of thetation
are not expected to exceed the amount normally relgeb for these types of proposals. In additionsédicitation by mail, some
EnergyConnec$ directors, officers, and regular employees mdigis@roxies personally or by telephone or othezams without addition
compensation. When the proxy is properly execated returned, the shares of common stock it repteseill be voted as directed at
Annual Meeting or any postponement or adjournmémhe Annual Meeting. If no direction is indicatebdose shares of common stock wil
voted “FOR”the proposals set forth in the attached Notice mfival Meeting of Shareholders. Any Shareholdeingia proxy has the pow
to revoke it at any time before it is voted at Arnual Meeting. All proxies delivered pursuant histsolicitation are revocable at any tim
the option of the persons executing them by giwimgten notice to the Secretary of EnergyConneygtdblivering a latedated proxy or
voting in person at the Annual Meeting. The magiladdress of the principal executive offices of igg€onnect is 51 East Campbell Aver
Suite 145, Campbell, CA 95008. The Notice and Asc€ard directing shareholders to this Proxy Statenthe attached notice of Ann
Meeting of Shareholders, and the accompanying poaxg, attached hereto as Appendix i first being mailed to Shareholders on or a
[June 15], 2009.

RECORD DATE AND SHARES ENTITLED TO VOTE

Only holders of common stock of record as of tlwselof business on [June 5], 2009 will be entittedote at the Annual Meeting.
of the record date, EnergyConnect had outstanding | shares of common stock held by [ _shateholders of record. Holder:
common stock on the record date are entitled tovoite for each common share of stock held on anyemthat may properly come before
Annual Meeting. All issued preferred stock of Ey@onnect has, in accordance with the Articlesnabrporation, automatically convertec
common stock prior to the record date and any $loédlers that are in possession of preferred cemtéis are entitled to one vote for each ¢
of common stock into which such share of prefesstatk has converted into (rounded to the nearesievbhare) on any matter that r
properly come before the Annual Meeting. Anyon&limy preferred certificates can surrender thoséfioates to EnergyConnect and ask
common share certificates be issued.

QUORUM AND VOTING REQUIREMENTS

The presence in person or by proxy of the holdéte@majority of the shares of common stock issaied outstanding as of the rec
date and entitled to vote at the Annual Meetingasessary to constitute a quorum at the Annual iNgetAbstentions with respect to ¢
proposal under consideration at the Annual Meetiiigbe counted for purposes of establishing a guar If a quorum is present, abstent
will have no effect on the voting. As of the red¢atate, the directors and the executive officer&EnérgyConnect owned an aggregat
approximately [ %] of the outstanding sharesafimon stock. Shares of common stock held by neesirffor beneficial owners will
counted for purposes of determining whether a guosipresent if the nominee has the discretionote wn at least one of the matters be
the Annual Meeting even if the nominee may not eiserdiscretionary voting power with respect toeotmatters 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 six (6). Directors will serve untietnext annual meeting of shareholders or untit gieecessors are duly elected and qualified.

NOMINEES FOR DIRECTOR

The names and certain information concerning thrinees for director are set forth below. Shargsasented by the proxies will
voted for the election to the Board of Directorgtod persons named below unless authority to \ayta particular director or directors has
withheld in the proxy. In the event of the deathumavailability of any nominee or nominees, thexyr holders will have discretione
authority under the proxy to vote for a substitnteninee. Proxies may not be voted for more thamsminees. The Board of Directors
nominated the persons named in the following t&blee elected as directors.

POSITION WITH THE SERVED AS A DIRECTOR
NAME OF NOMINEE COMPANY SINCE AGE
Kevin R. Evans Director, President and Chi January 5, 200 51
Executive Officel
William C. McCormick Chairman of the Boar February, 200: 75
Rodney M. Bouche Director October, 200! 65
John P. Metcal Director June 29, 200 58
Gary D. Conley Director February, 200! 48
Kurt E. Yeagel Director May 10, 2007 69

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

KEVIN R. EVANS was appointed as a director on Japug 2009. Mr. Evans currently serves as Energyf@ots President and Ch
Executive Officer. Prior to starting at EnergyCenty Mr. Evans served as the Chief Business Offiged the Chief Financial Officer at -
Electric Power Research Institute (EPRI) from 2002008. From 1999 to 2003 he was Chief FinanOidicer for PlaceWare, Inc. wher
was acquired by Microsoft. Mr. Evans also served/B Finance and Operations and CFO for Sequel, bn&/C funded MBO of Memorex’
disc drive business which he subsequently soldbtec&on. Mr. Evans held his first CFO position fdadge Networks, N.V., which develog
and manufactured ATM, Ethernet, ISDN and Token Riegworking technology. He has held a number adrfce and management positi
for Merisel, Inc., Kerr Glass Manufacturing Co/ells Fargo Bank, N.A. and ARA Services, Inc. MvaBs holds a dual bachelsrdegree i
Economics and Management from Sonoma State Uniyensd a master’s in Business Administration froam ®iego State University.

WILLIAM C. MCCORMICK served as CEO of Microfield ®up prior to acquiring EnergyConnect, Inc. untg tivo companies merged. |
McCormick was Chief Executive Officer and Chairmainthe Board of Directors of Precision CastparterpC a publicly traded aerospi
company, from August 1994 to August 2002. He oddiinjoined Precision Castparts in April 1985. Prio Precision Castparts, he spen
years at General Electric in various businesseduding GE Aircraft Engines, Carboloy Systems, Blsttion Equipment, and Industr
Electronics. Mr. McCormick serves on the board okaors of Merix Corporation, a publicly traded madacturer of high performan
interconnect products. He serves on the boardsewéral other “for profit” and noprofit companies. Mr. McCormick holds a BS
Mathematics from the University of Cincinnati.

RODNEY M. BOUCHER was the founder and CEO of En@gynect, Inc. from its inception in 1998 to the efd2008. Before formir
EnergyConnect, Mr. Boucher served as Chief ExeeuBificer of Calpine Power Services and Senior \Reesident of Calpine Corporat
from 1995 to 1998. He served as Chief Operatinfic@fof Citizens Power and Light and held a numtifesenior management positions v
PacifiCorp and United llluminating Company inclugitChief Information Officer, Vice President of Op#ons, Vice President of Pov
Resources, and Director of Engineering. Mr. Boudtwds an AMP certificate from Harvard Busineséi@&ul, an MS in electrical engineer
from Rensselaer Polytechnic University and a B#nflOoregon State University. Mr. Boucher is a mentfeseveral norprofit boards and
senior fellow of the American Leadership Forum.
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JOHN P. METCALF was elected as a director in Jub@72 Since November 2002, Mr. Metcalf has beearanBr with Tatum LLC, the large
executive services and consulting firm in the Whig&tates. Mr. Metcalf has 19 years experience @5@, most recently at ESI, a provide
hightechnology manufacturing equipment to the globattbnics market. Prior to ESI, Mr. Metcalf senasiCFO for Siltronic, WaferTec
Siltec Corporation, and OKI Semiconductor. Mr. bt began his career at AMD, where he worked feven years in a number of fina
managerial positions including Director and Conéolof North American Operations. Mr. Metcalf alsarrently serves on the Board
Directors and is Chairman of the Audit CommitteeRarkerVision. Mr. Metcalf holds both a BS in Bwess Administration and an MBA frc
U.C. Berkley.

GARY D. CONLEY was elected as a director in Decemb@05. He is Chairman and CEO of,l50, a renewables research and de\
company. Mr. Conley is founder, former CEO andrently Chairman of SolFocus, a solar company cororakzing advanced concentra
solar technology. He served as CEO of GuideTechaaufacturer of semiconductor test equipment fdoig 2003 to February 2005. He\
Senior Vice President in charge of the Memory Taistsion at Credence Corporation, a manufactureseshiconductor test equipment, fr
May 1993 to November 1996. Mr. Conley was Pregidé®E=PRO, a manufacturer of semiconductor testpegent from January 1990 to M
1993, at which time the business was sold to CregleMr. Conley has been an active investor inyeathge, advanced technol
companies. He sits on the boards of several coiapan

KURT E. YEAGER was elected as a director in May 2004r. Yeager has more than 30 years of experientiee energy industry and ene
research and was the past President and Chief fxeddfficer of the Electric Power Research Inggt(‘EPRI"), the national collaborati
research and development organization for elegtower. Under Mr. Yeager’'s leadership, EPRI evolfexn a nonprofit electric powe
research institute into a family of companies engassing collaborative and proprietary R&D as wsltechnical solution applications for
electricity enterprise in the U.S. and over 40 otbeuntries. As CEO, Mr. Yeager also led the eieity enterprisewide collaborativ
development of the landmark Electricity Technoldyyadmap, and the Electricity Sector Framework tier Euture. Mr. Yeager also serve:
the director of Energy R&D Planning for the EPA o of Research. He was with the MITRE Corporatas associate head of
Environmental Systems Department. Mr. Yeager ridgerleased his bookPerfect Power: How the Microgrid Revolution Will Unleash
Cleaner, Greener, More Abundant Energy .

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR ALL OF THE NOMINEES.
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RESTATEMENT OF ENERGYCONNECT'S 2004 STOCK INCENTIVE PLAN
(Proposal 2)

The Company’s Board of Directors has adopted réisnisi approving, declaring advisable and recomnrendhat the Compang’
shareholders approve a restatement of EnergyCoargii4 Stock Incentive Plan (the “Plant) authorize certain amendments and updal
better take into account recent changes in appécsdrurities and tax laws, regulations and ruhesta allow for greater flexibility in employ
compensation.

The purpose of the Plan is to enable the Compamyttact and retain the services of (1) selectefleyees, officers and directors
the Company or of any subsidiary of the Company @)delected noemployee agents, consultants, advisors, persodvat in the sale
distribution of the Company’s products and serviaed independent contractors of the Company orsabgidiary. The CompargBoard ¢
Directors believes that such a plan is necessaaliga the interests of such persons with the @t of the Company’shareholders, which w
increase their incentive to improve the Compamerformance. The Plan is administered by thepgamsation Committee, whose member:
non-employee directors that are appointed by the Bo&irte Committee selects recipients, makes grantgptiéns, stock appreciation rigt
stock bonuses, restricted stock and restrictedk stnits (collectively “Awards”) and adopts regutats and procedures for the Plan.

Purpose and Rationale for the Proposed Restatement

The Board has determined that amendments and pidatiee Plan are advisable or necessary to comifflyapplicable securities a
tax laws, regulations and rules and current practi@hile the format and some of the wording of Bien has been changed in the prop
restated plan, attention has been given to avoidadmerse impact on existing Awards or to expardsttope of the Plan.

Several of these amendments specifically addressettent addition of Section 409A to the Internav&ue Code (“Code”)Sectior
409A provides that unless a nonqualified deferreshensation “planis exempt from its provisions or complies with e@mtrules regardir
the timing of deferrals and distributions, all amtaudeferred under the plan for the current year ahprevious years become immedia
taxable, plus interest and a 20% penalty tax, wdrghto the extent the compensation is not subjeat“substantial risk of forfeitureéind ha
not previously been included in gross income. &dv@rovisions of the proposed amended and resRitedare intended to clarify that the F
and its benefits are exempt from Code Section 409A.

Provisions were added or revised to address anglgowith Rule 16b3 of the Securities Exchange Act of 1934 relatiogniside
trading or short swing profiting and provisions wexxpanded to address the compensation limitatb@ode Section 162(m) and the us
performance-based awards.

Certain provisions or features under the Planhiae not been used during the Ptaexistence are being removed, e.g., foreign ¢
and additional cash bonuses tied to action byehiient in connection with the receipt by or tixereise of the recipierg’rights under anotr
Award.

Provisions relating to the possibility of a cashlesercise were expanded and provisions absolhi@gCbmpany of responsibility
take certain actions to warn or otherwise notify plarticipant of his/her rights in how to exeraisgreserve the cashless exercise or to insi
minimize tax consequences that flow from the retoefipr exercise of rights under the Plan.

A copy of the Restated 2004 Stock Incentive Plaoiiporating these changes is attached to this Ptatgment as Appendix.B
Effect of the Proposed Restatement

The proposed restatement of the Plan will add ptites for the Company not previously containedhia Plan, eliminate unus
provisions and more specifically address the sdesrand tax laws, regulations and rules. If@wenpanys shareholders approve the Resi
2004 Stock Incentive Plan, it will have an effeetilate of December 31, 2008.

Required Approvals
No other approvals are required to restate the &laset forth above.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE PROPOSED RESTATEMENT OF ENERGYCONNECT'S
2004 STOCK INCENTIVE PLAN.

Page 7 of 3




BOARD OF DIRECTORS MEETINGS AND COMMITTEES

During the year ended January 3, 2009, the Boafdirefctors held fourteen board meetings, the AGdimmittee held five meeting
the Compensation Committee held three meetings,ta@dNominating and Governance Committee held timeetings. Each committ
member is a noemployee director of the Company who meets thepeddence requirements of applicable law. Eachuofimcumber
directors attended at least 75% of the total numb&oard of Directors meetings and committee nmggstion which he served during 2008.

We have adopted a policy encouraging our diredtoegtend annual meetings of stockholders and\eelieat attendance at the ani
meeting of shareholders is important. Two of avealors attended our annual shareholder meetiltgdreSeptember 14, 2008. Although
Board of Directors has not adopted a formal prodessshareholders to send communications to therddoany shareholder may st
communications to William McCormick, Chairman oktBoard. Such communications must be mailed tb NBiinger, c/o EnergyConne
Group, Inc., 5335 SW Meadows., Suite 325, Lake @®wedregon 97035. As the Board believe this pcalfows shareholders
communicate effectively with the Board, the Boaad ldetermined that a formal process is not neediisaime.

Our Board of Directors has three standing comnstteach of which is described below.
Audit Committee

Three independent directors of the Corporation aaphe Audit Committee of the Board of Directoe members of the Au
Committee, Messrs. Metcalf, Yeager and McCormibk. McCormick was appointed to the Audit Commitiee October 1, 2008, replaci
Phillip G. Harris. The Board of Directors has detmed that Messrs. Harris, Yeager, Metcalf, andCdlienick are independent. The Boar
Directors has also determined that Mr. Metcalf ns“audit committee financial experls defined in Securities and Exchange Commi
(*SEC”) rules. The Audit Committee met five timearing the fiscal year 2008 coincident with thénfil of SEC quarterly Forms 1QSB ant
other press releases involving financial mattdiise Audit Committee operates under the Audit CorteaitCharter that was adopted by
Board of Directors, a copy of which is posted aad be viewed in the “Investors” section of our wihat www.energyconnectinc.com

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

Monitor the integrity of EnergyConne¢'s financial reporting process and systems of iaezantrols regarding accounting and finar
Monitor the independence and performance of thedy@onnec's independent auditor

Provide an avenue of free and open communicatiaongrthe independent auditors, management and lobalicectors;

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

Review EnergyConne’'s approach to business ethics and compliance hétlhatv.

In connection with EnergyConnect’s financial stagents for the year ended January 3, 2009, the Alamitmittee:

» Reviewed and discussed with management and thpéndent auditors the audited financial statemt

= Discussed with the independent auditors, who aspamsible for expressing an opinion on the conftyrraf those audited financ
statements with accounting principals generallyepted in the United States, their judgments ash®® duality, not just tt
acceptability, of EnergyConnest’accounting principals and such other mattersrasrequired to be discussed with the A
Committee under generally accepted auditing statsd@ncluding Statement on Auditing Standards N9;

= Received written disclosures and a letter fromitlitkependent auditors as required by Independeraned&tds Board Standard N¢
and discussed the audit’ independence with the auditors; ¢

» Recommended to the Board of Directors (and the @bas approved) that EnergyConnect include itsteddinancial statements
the year ended January 3, 2009 in its Annual RepoFRorm 1-K.

This report is submitted on behalf of the membéth® Audit Committee:
John P. Metcal

Kurt E. Yeage!
William C. McCormick

Page 8 of 3




Nominating and Governance Committee

On August 21, 2007, the board of directors appdiide. Yeager as chairman of the Nominating and Guasece Committee, joinit
Messrs. Conley, Metcalf and McCormick as memberthaf Committee. Mr. Conley left the Committeech<October 1, 2008. The curn
policy requires that the Nominating and Governa@ognmittee consist of at least two independent Bddeinbers. The Nominating a
Governance Committee met three times during tloalfigear 2008.

The goal of the Nominating and Governance Commitiée assure the composition, practices and operaf the Board contribute
value creation and effective representation of @wempanys shareholders. In assessing potential new Digctbe Committee considi
individuals from various disciplines and diverseckgrounds. The selection of qualified Directorc@nplex and crucial to the Compasay’
long-term success. Potential Board candidategwakiated based upon various criteria, such athél) broadbased business, governmet
nonprofit, or professional skills and experiences thaticate whether the candidate will be able to enak significant and immedi:
contribution to the Board’s discussion and decisitaking in the array of complex issues facing then@any; (2) exhibited behavior tl
indicates he or she is committed to the highestaltktandards and the values of the Company;p@gial skills, expertise, and background
add to and complement the range of skills, expertégsmd background of the existing Directors; (4)ethler the candidate will effective
consistently, and appropriately take into account balance the legitimate interests and conceriadl our shareholders and other stakeho
in reaching decisions; and (5) a global businesssacial perspective, personal integrity, and sguddment. In addition, Directors must h
time available to devote to Board activities anéndance their knowledge of the Company and itsididry EnergyConnect, Inc. To assis
the identification and evaluation of qualified Diter candidates, the Corporation on occasion hgagad a search firm. The Nominating
Governance Committee will annually review the mersbip criteria and modify them as appropriate. TWammmittee also considers
applicable independence requirements and the dwoamposition of the Board in its decision to noataan individual.

The Nominating and Governance Committee does censitirector candidates recommended by sharehol@areholde
recommendations for director candidates to be eteat the Company’s 2010 annual meeting must bieedetl, in writing, at the compary’
principal office, by or before March 14, 2010. TBemmittee applies the same criteria set forth abiovevaluating director candida
recommended by shareholders.

The Nominating and Governance Committee has a edaptharter. This charter, as well as our Codgthits, is posted and can
viewed in the “Investors” section of our websitenatw.energyconnectinc.com

Compensation Committee

The Compensation Committee consisted of Messrsle@oias Chairman, Yeager and Metcalf as Committeenbers. All thre
members were appointed to their positions on Nower®, 2007. The Compensation Committee formaly three times during the year
had numerous informal meetings and discussionsiginaut 2008. The Committee determines the comgiensiavel, option grants and otl
compensation for our executive officers.

Compensation Committee Interlocks and Insider Partipation

During our 2008 fiscal year, no member of our Congagion Committee had a position as an officer wf @mpany. None of tl
members of our Compensation Committee had any o#tegionship with us.

During the fiscal year ended January 3, 2009, dreinexecutive officers, Rod Boucher served agectbr on the board of Solfoc
Inc. whose Chief Executive Officer, Gary Conleytsin the Compensation Committee of our companyth& November 29,2007 board
directors meeting, Mr. Conley resigned from the @emsation Committee and rejoined as chairman ¢fGbanmittee on October 1, 2008.
other executive officers of EnergyConnect serves. as

A. member of the Compensation Committee (or obward committee performing equivalent functiomsin the absence of any si
committee, the entire board of directors) of anothdity, one of whose executive officers servecbonCompensation Committee;

B. director of another entity, one of whose en&e officers served on our Compensation Commiitbee

C. as a member of the Compensation Committeetf@r board committee performing equivalent fumtdior, in the absence of any s
committee, the entire board of directors) of anothdity, one of whose executive officers servedwasdirector.
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Compensation Discussion and Analysis

We believe our success depends on the continuettilmgtions of our named executive officers. Peedorelationships are ve
important in our industry. Our named executiveiceffs are primarily responsible for many of ourtical customer and suppl
relationships. The maintenance of these relatipssi critical to ensuring our future successerBffore, it is important to our success tha
retain the services of these individuals and pretleem from competing with us should their employtneith us terminate.

Our compensation programs are designed to provide@amed executive officers competitive salariésyisterm bonus opportunitit
and long term equity incentives. Our goal is toyidle our named executive officers with incentitiest are aligned with the performanct
our business and the performance of our commotk star salary amounts are intended to be competitith similarly situated companies.

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

Our compensation plan is aimed to further our hétiat that retaining these officers is imperativeour success. The lortgkm equit
incentive plan, under which options are issuedddsigned to award activities that increase theirtgagrice of our common stock. T
management incentive bonus plan is designed torceimereases in our earnings before interest, taa@s amortization.

Compensation Committee Report

The Compensation Committee is comprised of threlependent noemployee directors. The Committee sets the priesini
strategies it serves to guide the design of ourpsoreation plans and programs. The Committee willally evaluate the performance of
CEO and the other named executive officers. Taktieg performance evaluations into consideratiba,Committee will establish and appr
their compensation levels, including base salampual bonuses, and equity incentives. The Comenittet three times during the year,
considered compensation plans and programs enteémedetween EnergyConnect and the CEO and nanmexlixe officers.

Our Compensation Philosophy and Plans

Our executive compensation program is designedttaca and retain superior executive talent, tovjate incentives and rewards
executive officers who will contribute to our lotgrm success and to closely align the interestsexafcutives with those of ¢
stockholders. The Compensation Committee reviewsegecutive compensation plans and programs throlog application of the busini
judgment of each of its members. The Compensaliommittee uses discretion and considers an ex&'s entire compensation pack
when setting each portion of compensation, whichaised upon corporate goals and performance, thdivinitiatives and performance, i
overall market considerations. The principal eleta®f our executive compensation program consigt)annual base salary, (ii) participat
in our management incentive plan that providesafoannual bonus, and (iii) equity incentive plan.

Base Salaries. Annual base salaries for executive officers artally determined by evaluating the responsil@tof the position ar
the experience and knowledge of the individualsoMaken into consideration is the competitiverafsthe marketplace for executive tali
including a comparison of base annual salariesdarparable positions at peer companies.

Sock Incentive Plan. The Amended 2004 Stock Incentive Plan permitsgfant of incentive stock options, nguoalified stoc
options, restricted stock, restricted stock urpexformance shares, stock appreciation rights (SARSE other common stodkased awards
our executive officers. Options to purchase ounmmn stock and/or SARS have been issued to eadutdxe officer as further set forth bel
in the “Summary Compensation TableThe options and SARS both have an exercise pricaléq the fair market value of our common s
on the grant date. The Compensation Committees\mdi that equity incentives help align the interedtthe executives with those of
stockholders and provide incentives for the exe@estio create long-term value for our stockholders.

Section 162(m) Section 162(m) of the Internal Revenue Code, pewithat compensation in excess of $1,000,000 patitket Preside
and CEO or to any of the other four most highly pemsated executive officers of a public company mat be deductible for federal inco
tax purposes unless such compensation satisfiesfottee enumerated exceptions set forth in Sed&#({m). The Compensation Commi
has reviewed our compensation plans and progratisregard to the deduction limitation set forthSaction 162(m). Based on this revi
the Compensation Committee anticipates that thei@nvonus, long term incentive plan bonus and géiany, recognized by our CEO ¢
named executive officers upon the exercise of stmtions or SARS meet the requirements for dedilityibinder Section 162(m) of the Code.
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Compensation of the Chief Executive Officer. Mr. Boucher was paid an annual salary of $300,008008 and was eligible for an anr
bonus if our financial targets were achieved. @heunt of the annual bonus is determined usingatiflg percentage of annual base si
based on the level of attainment of various finaheietrics.

Recent Changes to Executive Compensation . Subsequent to the Company'’s fiscal year endamgidry 3, 2009, certain of the Company’
executive officers agreed to a reduction in salargxchange for options to purchase the Commangmmon stock. Kevin R. Evans, who
appointed President and Chief Executive Officettef Company on January 5, 2009, agreed to rediscarnual salary from $300,00C
$225,000 in exchange for a grant of five hundrexiand stock options exercisable at $0.05 per siRaedall R. Reed, the CompasChie
Financial Officer and Secretary, agreed to redusehnual salary from $208,000 to $170,000 in ergkdor a grant of two hundred thous
stock options exercisable at $0.05 per share.

The Compensation Committee
Mr. Gary Conley
Mr. Kurt Yeager
Mr. John Metcall
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EXECUTIVE OFFICERS OF THE REGISTRANT

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

NAME AGE CURRENT POSITION(S) WITH COMPAN®
Rodney M. Bouche 65 Chief Executive Officer* and Directc

Gene Amedur 43 President and Director*

Randall R. Ree 52 Chief Financial Officer & Secretal

* Mr. Boucher resigned as Chief Executive Officétlee Company effective January 5, 2009 and he ireedaon the Board of Directors. Ke
R. Evans was appointed President and Chief Exex@ificer of the Company on that date.

** Mr. Ameduri resigned as President of EnergyCastnénc. effective March 6, 2009, and resigned fritve Board of Directors effective Ag
1, 2009.

Summary Compensation Table
The following table provides certain summary infation concerning compensation awarded to, earnear fpaid to our Chief Executi

Officer and other executive officers of our Compavhose total annual salary and bonus exceeded @1@Q;ollectively, the “named officers”
for fiscal years 2008, 2007 and 2006.

All Other
Option Compensatior
Name & Principal Position Year Salary ($) Awards ($) * (%) Total ($)
Rodney M. Boucher (1) 2008 300,00( 61,33¢ 13,97« 375,30¢
Chief Executive Officer and Direct 2007 300,00( 41,43( 12,41¢ 353,84!
200€ 300,00( 2,771 12,41t 315,18¢
Randall R. Reed (2) 2008 208,00( 61,33« 1,46¢ 270,80:
Chief Financial Office 2007 208,00( 34,34¢ - 242,34¢
200€ 208,00( 19,25( - 227,25(
Gene Ameduri (3) 2008 200,00( 43,23¢ 6,66¢€ 249,90(
President of ECI and Direct 2007 200,00( 16,24¢ 5,73¢ 221,98!
200€ 200,00( 1,15( 5,73¢€ 206,88t
John Stremel (4) 2008 180,00( 25,63¢ 224,4245) 430,06
Senior Vice Presidel 2007 180,00( 7,64¢ 99,74¢(5) 287,39!
200€ 180,00( 501 501 180,50:
* Amounts represented st-based compensation expense for fiscal year 2008ruBBEAS 123R as discussed in Not¢ Stock-Baset

Compensatic” of the Notes to Consolidated Financial Statemerdisided elsewhere in this annual rep

(1) Mr. Boucher was appointed our Chief Executive @ffion October 13, 2005 and President of EnergyGarasoup, Inc. on Februe
27, 2008. Mr. Boucher resigned as CEO of the Caompeffective January 5, 2009, and is now a coastlto the Company. N
Boucher remained on the Board of Directt

(2) Mr. Reed was appointed our Chief Financial OfficerSeptember 19, 20C

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

(4)  Mr. Stremel was appointed Senior Vice PresidenDotober 13, 200t

(5) This income is the result of gains upon the exerafnol-statutory stock options received by Mr. Stremethat acquisition date
EnergyConnect. Mr. Stremel exercised 575,460 aptino 2008 and 383,640 options in 20
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Employment Agreements with Named Executive Officers

As of January 3, 2009, we had not entered into eympént agreements with any of our executive officé®n January 5, 2009
Company appointed Kevin R. Evans President andf &xiecutive Officer, and a director. Pursuantriiceaployment agreement, the Comg
agreed to pay Mr. Evans an annual base salary@3,880. Mr. Evans also received a grant of fodlioni stock options exercisable at $C
per share. Pursuant to a change in control agrmetethe Company has agreed to pay Mr. Evans twalweths of severance pay upon a chi
in control or upon Mr. Evans termination withouusa, or his resignation for good reason. As si#h fabove, Mr. Evans subsequently ag
to a reduce his annual salary to $225,000 in exghdor a grant of five hundred thousand stock oystiexercisable at $0.05 per share.

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

The following table sets forth information with pext to grants of options to purchase our commockstinder our Stock Incenti
Plan to the named officers as of January 3, 2009.

Number Number
of of
Securities Securities
Underlying Underlying
Unexercised  Unexercised Option
Options Options Exercise Option
#) #) Price Expiration
Name Exercisable Unexercisable () Date
Rodney M. Bouche 135,41° 364,58 $ 0.94 11/29/1:
122,39¢ 112,60: $ 0.6& 11/21/11
Randall R. Ree 40,62¢ 109,37' $ 0.94 11/29/1:
50,78: 46,71¢ $ 0.6& 11/21/11
16,66 83,33: $ 0.84 8/23/1C
Gene Amedur 40,62¢ 109,37 $ 0.94 11/29/1:
50,78: 46,71¢ $ 0.6& 11/21/11
John Streme 27,08 72917 $ 0.94 11/29/1:
22,13t 20,36 $ 0.6& 11/21/11
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DIRECTOR COMPENSATION

During the year ended January 3, 2009, the BoardDibéctors voted to increase the compensation pgaidindependel
directors. Previous to this change, independeectirs were paid $500 per formal,parson meeting. Meetings attended by telephone
not compensated. Starting with the third quarter2008, the independent directors are to be paidrtgqtly, one fourth of an anni
retainer. These annual retainers were set at 8aG@ the Chairman and $20,000 for independemictlirs. Each independent director is
to be compensated for his or her participation oarth committees and for duties as a committee cfidiese annual retainers range f
$2,000 to $3,000 for committee participation, arahf $6,000 to $9,000 for chairmanship of a boammittee.

The following table sets forth summary informaticoncerning the total compensation paid to our iedepnt directors in 2008
services to our company. No stock option award®weanted to directors during 2008.

Fees Earnec

or Paid in Option
Cash Awards Total
Name (%) ($) $)
William C. McCormick $ 11,75 $ - $ 11,75(
Gary D. Conley $ 7,87 % - $ 7,87¢
Kurt E. Yeage! $ 8,87t $ - 8 8,87¢
John P. Metcal $ 9,37t % - $ 9,37t
Phillip G. Harris (1) $ 1,000 $ - $ 1,00(

(1) Mr. Harris resigned from the board of direston September 1, 2008.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatiygarding the beneficial ownership of our Commaocitas of January 3, 2009 a

(i) each person who is known by us to own bendficiaore than 5% of the outstanding shares of dagscof our common or preferred stc
(i) each of our directors, (iii) each of the extea officers named in the Summary Compensationl€l&elow and (iv) all directors a
executive officers as a group. Except as othemidged, we believe the persons listed below haweisgkstment and voting power with res|
to the common Stock owned by them.

Common Stock and
Common Stock Equivalents

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

@)

(4)

®)

(6)

)

(8)

©)

(10)

11)

(12)

(13)

(14)

1)

(2)

Brecken Capital LLC

346 Hartshorn Dr

Short Hills, NJ 0707! 7,284,57! 7.7%
CCM Master Qualified Fund, Lt

One North Wacker Drive, Suite 43

Chicago, IL 6060t 5,682,75! 6.C%
Robert J. Jesen

5300 Meadows Rd., Suite 4

Lake Oswego, OR 9702 7,570,233 7.5%
Rodney M. Bouche

5335 Meadows Rd., Suite 3,

Lake Oswego, OR 970z 15,359,58. 15.1%
Randall R. Ree

5335 Meadows Rd., Suite 3,

Lake Oswego, OR 9702 244,94¢ *

Gene Amedur

5335 Meadows Rd., Suite 3.

Lake Oswego, OR 970z 9,649,041 9.7%
John Streme

5335 Meadows Rd., Suite 3.

Lake Oswego, OR 9702 1,057,69: 1.1%
William C. McCormick

5335 Meadows Rd., Suite 3.

Lake Oswego, OR 970z 2,959,79: 3.C%
Gary D. Conley

5335 Meadows Rd., Suite 3,

Lake Oswego, OR 9702 140,62¢ *
John P. Metcal

5335 Meadows Rd., Suite 3.

Lake Oswego, OR 970t 177,39¢ *
Kurt E. Yeagel

5335 Meadows Rd., Suite 3,

Lake Oswego, OR 9702 80,10¢ *
All directors and executive officers as a groupéBsons 29,669,18 27.2%

Less than 19

Shares to which the person or group has the righdcguire within 60 days after March 1, 2009 arended to be outstanding
calculating the percentage ownership of the peosaroup but are not deemed to be outstanding asyt@ther person or grou

Percentage is based on 95,179,961 shares of comtoxdnoutstanding as of March 1, 20
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(3) Includes 625,000 warrants convertible into comrstmek within 60 days after March 1, 20(

(4) Includes 1,250,000 warrants convertible into commstmck within 60 days after March 1, 20!

(5) Includes 955,654 warrants convertible into comntoglswithin 60 days after March 1, 20(

(6) Includes 319,063 options and 6,128,871 warrantgextible into common stock within 60 days after ketad, 2009
(7) Includes 203,698 options and 13,750 warrants coiilmeinto common stock within 60 days after MafgH009.
(8) Includes 112,031 options and 3,870,138 warrantgertible into common stock within 60 days after ktad, 2009
(9) Includes 61,094 options and 12,500 warrants coiderinto common stock within 60 days after Marct2@09.
(10) Includes 1,953,091options and 12,500 warrants atibleinto common stock within 60 days after MadgH2009.
(11) Includes 121,875 options and 6,250 warrants coilerinto common stock within 60 days after Marct2@09.
(12) Includes 83,646 options and 31,250 warrants coiderinto common stock within 60 days after Marct2@09.
(13) Includes 80,104 options convertible into commortlsteithin 60 days after March 1, 20C

(14) Includes 13,009,860 options and warrants convertiitb common stock within 60 days after March Q2

EQUITY COMPENSATION PLAN INFORMATION
Sock Incentive Plan

The Company has a Stock Incentive Plan (the "PlaAt)January 3, 2009 and December 29, 2007, 68008and 9,723,750 share:
common stock were reserved, respectively, for isseido employees, officers, directors and outsitlésars. Under the Plan, the options |
be granted to purchase shares of the Company's coratack at fair market value, as determined byGbmpany's Board of Directors, at
date of grant. The options are exercisable oveeraod of up to five years from the date of gransoch shorter term as provided for in
Plan. The options become exercisable over peramging between one and four years.

The following table summarizes the changes in stogtions outstanding and the related prices for ghares of the Comparsy’
common stock issued to employees, officers anatidire of the Company under the Plan.

Options Outstandin
Weighted Averag

Options Exercisabl

Remaining
Number Contractual Life ~ Weighted Averag Number Weighted Averag
ExercisePrices Outstanding (Years) ExercisePrice Exercisable ExercisePrice
$ 0.26- $0.9¢ 5,802,48 34z $ 0.74 3,696,27. $ 0.67
$ 1.76 -$2.7( 276,38! 24§ 2.1 198,26! $ 2.1¢
6,078,87! 33 g 0.81 3,894,531 ¢ 0.7¢
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A summary of the status of the Compansgtock Incentive Plan as of January 3, 2009 ange@ber 29, 2007 and for the years then enc
presented below:

January 3, 200 December 29, 200

Weighted Weighted

average average
Shares exercise pric Shares exercise pric
Outstanding at beginning of ye 9,723,75( $ 0.5¢ 9,057,57 $ 0.5¢
Granted at market pric 162,00( 0.4z 2,707,501 0.92

Granted at other than market pr

Exercisec (2,069,33) 0.3¢ (1,829,50) 0.3t
Cancellec (1,737,54) 0.67 (211,820 0.41
Outstanding at end of ye 6,078,871 $ 0.81 9,723,751 $ 0.6¢
Options exercisable at year € 3,894,531 $ 0.7t 5,829,751 $ 0.5¢

The Company granted 77,000 and 2,706,000 optiopsirithase shares of the Compangdmmon stock to employees and directo
the Company, during the years ended January 3, 200PDecember 29, 2007, respectively. These aptioa forfeited if not exercised witl
periods of five to ten years, and vest over periatiging from immediately to fortgight months starting with the month of grant. iDgr200¢
the Company also granted 85,000 options to purchlaaees of the Comparsytcommon stock to outside consultants. These mpticere full
vested upon issuance and have a five year life.

On October 13, 2005, in conjunction with the acigjiois of EnergyConnect, the Company granted 3,280 @&ptions at $0.32 per sh
to prior holders of options in the EnergyConnegt. lincentive Stock Option Plan. These optionsewganted with exercise dates of Febr
5, 2007 and February 5, 2008. On February 5, 20842,740 of the 1,534,560 shares eligible to berased, were exercised. The o
191,820 were not exercised, and therefore wereeifed. Of the remaining 1,726,380 options 1,534,8&0e exercised on February
2008. The remaining 191,820 were not exercisedlaefore were forfeited.

On April 24, 2008, the Company closed on the agesgno sell the assets of CEI to its managemenindient with that closin
525,000 options held by CEI employees and 1,297¢gidns held by CE$ President were subject to forfeiture within 6@ & days of tF
closing, respectively, if not exercised. Beforesh time periods lapsed, 15,000 options were esagtdly a CEI employee and 428,500 op!
were exercised by CEI's President.

The weighted average per share value of optionstegladuring the years ended January 3, 2009 andrilzer 29, 2007 were $0
and $0.92 respectively.

The Company computed the value of all options gmuising the Black-Scholes pricing model as presdrby SFAS No. 123 and
SFAS No. 123(R). The following ranges of assumpiwere used to calculate the values of optionstgdaduring 2008 and 2007:

January 3 December 2¢

2009 2007
1.72% - 3.42% -
Risk-free interest rat 3.54% 4.64%
Expected dividend yiel - -
Expected live: 5 years 5 years
Expected volatility 112%- 124 % 120%- 134%

The Company also granted 85,000 options to andmitsinsultant for services rendered in 2008. Cosgiéon expenses charged to opera
for stock options issued to consultants amountegpfyoximately $29,000 and $0 for the years endedaky 3, 2009 and December 29, 2
respectively.

Common Stock Warrants

In connection with an April 2003 common stock ptesglacement, we issued 111,308 warrants to puechesimon stock. Ea
warrant is exercisable into one share of commonkstd $0.40 per share and will expire in 2008. ®ghent to this private placement,
Company exercised an option to convert $1,400,G08utstanding debt into preferred stock that isvestible into shares of common stc
This exercise, when aggregated with all other antding equity arrangements, resulted in the tatahlmer of common shares that coulc
required to be delivered to exceed the number ticized common shares. In accordance with EITA®0the fair value of the warra
issued in the private placement must be recordeal legbility in the financial statements using tBlack-Scholes model, and any subseq
changes in the Comparsystock price to be recorded in earnings. Accoligintpe fair value of these warrants at the datéssfiance w
determined to be $19,832. At September 1, 2004Ctvapany’s shareholdervoted to increase the authorized shares avaifabissuance «
conversion, which cured the situation describedvabdccordingly, the fair value of the warrants $@ptember 1, 2004 was determined t



$48,976. The warrant liability was reclassifiedsteareholdersequity and the increase from the initial warrantueawas recorded
earnings in the fiscal year ended January 1, 288®mf December 29, 2007, the warrant holders hadoised 101,308 warrants in exchangt

101,308 shares of our common stock. During 2008)aD warrants issued in this financing were foediand no warrants from this issue
remain outstanding.
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In September 2003, in connection with a prefertedksprivate placement, we issued 333,334 warramisurchase common sto
Each warrant is exercisable into one share of comstock at $0.42 per share and will expire in 2008 eptember 2003, in connection wi
preferred stock private placement, the Companye$883,334 warrants to purchase common stock. #waaofant is exercisable into one st
of common stock at $0.42 per share and will exjpir2008. Subsequent to this private placementCibimpany exercised an option to con
$1,400,000 of outstanding debt into preferred stibiit is convertible into shares of common stothkis exercise, when aggregated witt
other outstanding equity arrangements, resultethéntotal number of common shares that could beired to be delivered to exceed
number of authorized common shares. In accordasitteEITF 00419, the fair value of the warrants issued in thegte placement must
recorded as a liability in the financial statemargig the Black-Scholes model, and any subseqiramtges in the Comparsystock price to t
recorded in earnings. Accordingly, the fair vabighese warrants at the date of issuance wasmieted to be $64,902. At September 1, 2
the Company’s shareholderioted to increase the authorized shares avaifablssuance or conversion, which cured the sSitmatiescribe
above. Accordingly, the fair value of the warraotsSeptember 1, 2004 was determined to be $139,008 warrant liability was reclassifi
to shareholders2quity and the increase from the initial warrantieavas recorded in earnings in the fiscal yeaednthnuary 1, 2005. As
December 29, 2007, the warrant holders had exerci88,333 warrants in exchange for 183,333 shafresiocommon stock and 150,(
warrants remained outstanding. During the year @rddamuary 3, 2009, the warrant holders exercisedb34warrants in exchange for 34,
shares of our common stock. During 2008, 115B8¢ants issued in this financing were forfeited ao warrants from this issuance ren
outstanding.

In connection with the January 22, 2004 debt issedy Destination Capital, LLGhe Company was obligated to issue warrar
purchase the Company’s common stock. Accordintpeaterms of the debt issuance, warrants in theuatnaf one percent of the Compasay’
fully diluted common stock were issued to the deditlers on the first day of each calendar monthttiedebt was outstanding. The Comg
repaid this debt in April 2004, and accordinglyuisd 1,403,547 warrants, which was equivalent tocf%he fully diluted common sto
outstanding on that date under the terms outlinetthat agreement. Each warrant is exercisablednwshare of common stock at $0.31
share, subject to changes specified in the deleeagent, and will expire in 2008. Prior to this diskuance, the Company exercised an o
to convert $1,400,000 of outstanding debt into gnrefd stock that is convertible into shares of camrstock. This exercise, when aggreg
with all other outstanding equity arrangementsulted in the total number of common shares thatccbe required to be delivered to exc
the number of authorized common shares. In acocsdaith EITF 0019, the fair value of the warrants issued in cotinacwith the det
issuance must be recorded as a liability for wdrsattlement in the financial statements usingBleek-Scholes model, and any subseq
changes in the Comparsystock price to be recorded in earnings. Accglglirthe aggregate fair value of these warrantdherdate each of t
obligations to issue warrants arose, was determiodx $701,824. At September 1, 2004, the Conipahareholdes voted to increase t
authorized shares available for issuance or coimrerahich cured the situation described abovecohdingly, the fair value of the warrants
September 1, 2004 was determined to be $780,3f8. wharrant liability was reclassified to sharehdadtlequity and the increase from
initial warrant value was recorded in earningsha fiscal year ended January 1, 2005. As of JgnBaP009 and December 29, 2007,
warrant holders have exercised 1,403,546 warrarggéhange for 1,226,374 shares of our common stodkno warrants remain outstanding.

In connection with the August 24, 2004 debt isseang Destination Capital, LLGhe Company was obligated to issue warrar
purchase the Comparsycommon stock. According to the terms of the dstwance, warrants in the amount of 12.5% perottie loal
balance, outstanding on the first day of each moméhe issued to the debt holders for each calemadath that the debt was outstanding. [
warrant is exercisable into one share of commocksa the lesser of $0.38 per share or the pripliggble to any shares, warrants or opt
issued (other than options issued to employeegectdrs) while the loan is outstanding, and wipie in 2009. Prior to this debt issuance
Company exercised an option to convert $1,400,000utstanding debt into preferred stock that iswestible into shares of comm
stock. This exercise, when aggregated with akotutstanding equity arrangements, resulted indta number of common shares that ¢
be required to be delivered to exceed the numbewutforized common shares. In accordance with BIJH9, the fair value of the 37,5
warrants initially issued in connection with thebtléssuance must be recorded as a liability forrargrsettiement in the financial statem:
using the Black-Scholes model, and any subsequesmges in the Comparg/’stock price to be recorded in earnings. Accalglinthe
aggregate fair value of these warrants, issued priGeptember 1, 2004, was determined to be $37,81 September 1, 2004, the Company’
shareholdes voted to increase the authorized shares availftreissuance or conversion, which cured the dSitnatdescribe
above. Accordingly, the fair value of the warraotsSeptember 1, 2004 was determined to be $20,7ié.warrant liability was reclassified
shareholdersequity and the increase from the initial warraniueawas recorded in earnings in the fiscal yeardnianuary 1, 2005. As
January 3, 2009 and December 29, 2007, the wenddérs have exercised 1,309,616 of these wariamschange for 1,170,841 shares of
common stock, and 316,426 warrants remain outstgndi
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On September 10, 2004, the Company entered intaastayl Vehicle Lease Termination Agreement with CCl_lunder which tt
Company terminated its previous master vehiclegl@@geement with CLLLC. Under the terms of thisri@ation agreement, the Company
released from its obligation under the previousteragehicle lease agreement. In considerationtfisr release the Company issued 1,00
warrants to purchase the Compangbmmon shares, which were valued at $515,00@ uki Black Scholes model. This warrant value
recorded in the Company’s consolidated balancetsieeommon stock warrants, with a correspondirgeesge recorded in the Company’
consolidated statement of operations in the thurdriggr of 2004. As of January 3, 2009 and DeceriBeR007, the holders of these warr
have exercised 1,000,000 warrants in exchangeS®688 shares of the Company’s common stock.

On October 5, 2005, in conjunction with a privatacement which resulted in gross proceeds of $30@06(Note 8), the Compa
sold 5,233,603 shares of common stock at $0.70spare, and issued warrants to purchase up to BS8l4hares of common stock.
warrants have a term of five years and an exeprise of $0.90 per share. As of January 3, 20@DRecember 29, 2007, the warrant hol
have exercised 192,370 warrants, for 180,409 sludresr common stock, and 2,752,323 warrants remaistanding.

On October 13, 2005, the Company issued an aggreghtl9,695,432 warrants in connection with acdoisi of acquire
EnergyConnect, Inc. The Company valued the warnasitsy the Black-Scholes option pricing model, gpmg a useful life of 5 years, a risk-
free rate of 4.06%, an expected dividend yield %f, @ volatility of 129% and a fair value of the amon stock of $2.17. Total value of
warrants issued amounted $36,495,391, which wdadead in the purchase price of ECI (Note 4). Aslahuary 3, 2009 and December
2007, the warrant holders have not exercised atlyese warrants.

In June 2006, in connection with a common stockate placement, we issued 5,625,000 warrants tohage common stock (¢
Note 8). Each warrant is exercisable into oneesledrcommon stock at $3.00 per share and will expir2011. As of January 3, 2009
December 29, 2007, the warrant holders have notiseel any of these warrants.

During the twelve months ended January 3, 2009 amarholders exercised 34,467 warrants in exchaoge4,467 shares of t
Companys common stock. All of these warrants were exedciseexchange for cash of $14,476. A total of 528, warrants were forfeit
during 2008. On May 7, 2008, the Company entenéal & private placement under which it issued 9881 shares of its common stocl
exchange for cash. In conjunction with this privplecement, the Company issued 4,525,655 five waarants exercisable at $0.60 per sha
investors. The Company also issued an aggregalel@P19 five year warrants to consultants during year ended January 3, 2009 1
exercise prices ranging from $.40 to $.60 per share

During the twelve months ended December 29, 200@aroants were granted, exercised or forfeited.
SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act of41@Be “Exchange Act”) requires the Compangxecutive officers and directc
and persons who own more than ten percent of atezgd class of the Compasyéquity securities to file reports of ownership @hanges i
ownership with the Securities and Exchange ComomsgiSEC”). Executive officers, directors and greater thangercent stockholders ¢
required by SEC regulation to furnish the Compaiti wopies of all Section 16(a) forms they file.

Based solely on its review of the copies of suamireceived by it, or written representations froemtain reporting persons,

Company believes that during 2008, all filing requients applicable to our officers, directors arehter than ten percent beneficial ow
were complied with.
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INDEPENDENT PUBLIC ACCOUNTANTS

The following is a summary of the fees billed toeEgyConnect Group, Inc. by RBSM LLP for professisevices rendered in
connection with the fiscal years ended, JanuaB089 and December 29, 2007, respectively:

January 3, December 2¢

2009 2007
Fee Type
Audit fees $ 162,13 $ 162,38
Audit related fee: 49,28( 61,26(
Tax fees 30,25: 17,15(
All other fees 85,90( 92,24
Total fees $ 327,56: $ 333,04(

AUDIT FEES. Consists of billings for professional servicesdered for the audit of our consolidated finanstatements and revi
of the interim consolidated financial statementsuded in quarterly reports that are normally pded by independent accounting firm:
connection with regulatory filings, including audirvices performed related to mergers and acuisit

AUDIT-RELATED FEES. Consists of fees billed for assurance and relatedces that are reasonably related to the perfocma
the audit or review of our consolidated financiatements, which are not reported under "Audit Fees

TAX FEES. Consists of billings for professional servicestix compliance and tax planning regarding fedamndl state tax filings.
ALL OTHER FEES. Consists of fees for services other than theisesweported above.

Prior to engagement of our independent auditoh) sigagement is approved by our Audit Committelee Jervices provided under 1
engagement may include audit services, audit-rélsg¢evices, tax services and other services.appeoval is generally provided for up to
year and any p-approval is detailed as to the particular serviceabegory of services and is generally subjeet $pecific budget. Pursuan
our Audit Committee Charter, the independent ausdlittnd management are required to report to ourtATdmmittee at least quarte
regarding the extent of services provided by thdependent auditors in accordance with this ggproval, and the fees for the serv
performed to date. The Audit Committee may alsegpprove particular services on a case-by-case.baBiauditrelated fees, tax fees ¢
other fees incurred by us for the year ended Jari@&009, were approved by our Audit Committee.

TRANSACTIONS WITH RELATED PERSONS
During the year ended January 3, 2009, the Comghgot enter into any transactions with relatespes.
OTHER MATTERS

Neither the Board of Directors nor management itiéetio bring any matter for action at the Annual Megof Shareholders other tt
those matters described above. If any other mattany proposal should be presented and shoufztedygocome before the meeting for act
the persons named in the accompanying proxy wik wpon such matter and upon such proposal in danoe with their best judgment.

FINANCIAL INFORMATION

For more detailed information regarding EnergyCamnimcluding financial statements, you may refeour most recent Form 1Q-
for the quarterly period ended March 31, 2009, atmr periodic filings with the SEC which we filof time to time. This information m
be found on the SEC’s EDGAR database at www.sec.gov

SHAREHOLDER PROPOSALS FOR 2010 ANNUAL MEETING

Proposals of shareholders intended to be presetdte Company 2010 annual meeting of Shareholders must bevestddy th:
Company at its principal office no later than Madeh 2010, to be considered for inclusion in thexgrstatement and form of proxy relating
that meeting.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this proxy statéro@ncerning expectations, beliefs, plans, objestigoals, strategies, future ew
or performance and underlying assumptions and atteements which are other than statements ofrluat facts are “forwardeoking
statementsWithin the meaning of the federal securities lawdthough the Company believes that the expectatanmd assumptions reflecte«
these statements are reasonable, there can besmmarzee that these expectations will prove to beech These forwartboking statemen
involve a number of risks and uncertainties, antualcresults may differ materially from the resuttscussed in the forwaiddeoking
statements. Any such forwaldleking statements should be considered in lightsoéh important factors and in conjunction with e
documents of the Company on file with the S|
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New factors that could cause actual results tedifiaterially from those described in forwdodking statements emerge from tim
time, and it is not possible for the Company todmeall of such factors, or the extent to whicly auch factor or combination of factors r
cause actual results to differ from those containeghy forward-looking statement. Any forwambking statement speaks only as of the

on which such statement is made, and the Compadgriakes no obligations to update the informationtained in such statement to ref
subsequent developments or information.

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

ENERGYCONNECT GROUP, INC.
PROXY
PROXY FOR ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON July 28, 2009

The undersigned hereby acknowledges receipt of\titice of Annual Meeting of Shareholders and Pr&tgtement, each dated [June

2009, and hereby names, constitutes and appoimgaRdr. Reed and Kevin R. Evans, or either of tlaeting in absence of the other, with
power of substitution, my true and lawful attorneyrsd Proxies for me and in my place and stead ten@tthe Annual Meeting of t
Shareholders of EnergyConnect Group, Inc. (the “@amy”), to be held at 10:00 a.m. on July 28, 2009, andngt @ostponement

adjournment thereof, and to vote all the shareG@hmon Stock, including the shares of Common Stottkwhich any Preferred Stock |
converted into, held of record in the name of thdarsigned on [June 5], 2009 with all the poweed the undersigned would possess

were personally present.

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

FOR all nominees listed |WITHHOLD
below (except as marked| AUTHORITY (to vote for

all nominees to the nominees listed below)
contrary below)
PROPOSAL 1: Election of Directors /1 /]

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

WILLIAM C. MCCORMICK KEVIN R. EVANS KURT E. YEAGER
JOHN METCALF RODNEY M. BOUCHER GARD. CONLEY

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR EACH OF THE NOMINEES

NAMED ABOVE.
FOR AGAINST ABSTAIN ON
PROPOSAL 2 PROPOSAL 2 PROPOSAL 2:
PROPOSAL 2: Restatement of the Company'’s
2004 Stock Incentive Plan.
I I/ I/

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR THE
APPROVAL OF PROPOSAL 2.

IDO () DO NOT () PLANTO ATTENDTHE ANNUAL MEETING. (PLEASE CHECK)

The shareholder signed below reserves the righ#uoke this Proxy at any time prior to its exerdigewritten notice delivered to t
Company’s Secretary at the Companygffices at 5335 SW Meadows Rd., Lake Oswego, @redy035 prior to the Annual Meeting. ~
power of the Proxy holders shall also be suspeififdibe shareholder signed below appears at the AnkMigeting and elects in writing to w
in person.

Signature(s) Dated , 2009
NOTE: Please sign as hame appears hereon. Joierewhould each sign. When signing as attorneyxutae administrator, trustee
guardian, please give full title as such.
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Appendix B

Restated 2004 Stock Incentive Plan

ENERGYCONNECT GROUP, INC.
RESTATED 2004 STOCK INCENTIVE PLAN

1. Purpose. The purpose of this Stock Incentive Plan (thiariP) is to enable EnergyConnect Group, Inc. (tBerhpany”) to attract

and retain the services of (1) selected employeféisers and directors of the Company or of anyiliffe and (2) selected nhonemployee agents,
consultants, advisors, persons involved in the @atistribution of the Company’s products or seeg and independent contractors of the
Company or any Affiliate.

2. Definitions . As used in the Plan, the following terms hawertiteanings set forth below:

2.1 “Affiliate” means (i) any entity thadirectly or indirectly through one or more intexdiaries, is controlled by the Company
and (ii) any entity in which the Company has a gigant equity interest, in each case as determinethe Committee.

2.2 “Award” means any Option, Stock Appation Right, Stock Bonus, Restricted Stock, Retgtd Stock Unit, Performance
Award granted under the Plan.

2.3 “Award Agreement” means any writt@meeement, contract or other instrument or docureeittencing an Award granted
under the Plan. Each Award Agreement shall beestibp the applicable terms and conditions of tlam Bnd any other terms and conditions
(not inconsistent with the Plan) determined by@menmittee.

2.4 “Board” means the Board of Directofshe Company.

25 “Code” means the Internal RevenueeCaidl 986, as amended from time to time, and agylations promulgated
thereunder.

2.6 “Committee” means the committee apfeal by the Board from among its members to admeintae Plan pursuant to
Section 3.

2.7 “Company” means EnergyConnect Grdugp, an Oregon corporation, and any successoocatipn.

2.8 “Covered Employeshall have the meaning provided in Section 162(hth@® Code and the applicable Treasury Regula

promulgated thereunder.
2.9 “Director” means a member of the Bhamcluding any Non-Employee Director.

2.10 “Eligible Person” means any employsécer, consultant, independent contractor oratwe providing services to the
Company or any Affiliate who the Committee deteresino be an Eligible Person. An Eligible Persorstnine a natural person.

2.11 “Equity Restructuring” means a dividesr other distribution (whether in the form of kaShares, other securities or other
property), recapitalization, stock split, reversack split, reorganization, merger, consolidatigpljt-up, spin-off, combination, repurchase or
exchange of Shares or other securities of the Coypssuance of warrants or other rights to purel&tsares or other securities of the
Company or other similar equity restructuring teton (as that term is used in Statement of FilmhAccounting Standards No. 123 (revis
that affects the Shares or other securities oCiti@pany such that an adjustment is necessary ér twgrevent dilution or enlargement of the
benefits or potential benefits intended to be madelable under the Plan.

2.12 “Exchange Act” means the Securitiestaxge Act of 1934, as amended.

2.13 “Fair Market Value” means, with respicany property (including, without limitationnya Shares or other securities), the
fair market value of such property determined bghsmethods or procedures as shall be establisbadtime to time by the
Committee. Notwithstanding the foregoing and usletherwise determined by the Committee, the Fairkglt Value of a Share as of a given
date shall be the closing sale price of one Shath@trading day immediately preceding the détiei Shares are then listed on a principal
United States securities market for such Shares.
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2.14 “Grant” means the completion of thepomate action necessary to create the legallyibdndght constituting an Award
regardless of when the instruments, certificatdetters evidencing the Award are communicated tactually received or accepted by the
recipient of the Award. A corporate action cregtihe legally binding right constituting the Awasdnot considered complete until the date on
which the maximum number of shares involved inAl&ard and the minimum exercise or grant price aedf and determinable and the class
of shares of stock in the Company and the idepfityre recipient is designated.

2.15 “Incentive Stock Option” means an Optgranted under Section 6.2 of the Plan thatténofed to qualify as an “incentive
stock option” in accordance with the terms of Set#22 of the Code or any successor provision.

2.16 “Non-Employee Director” means anydator who is not also an employee of the Comparanokffiliate within the
meaning of Rule 16b-3 (which term “Non-Employeedsior” is defined in this paragraph for purposethefdefinition or composition of
“Committee” only and is not intended to define stetm as used elsewhere in the Plan).

2.17 “Non-Qualified Stock Option” means@ption granted under Section 6.2 of the Plan thabt an Incentive Stock Option.

2.18 “Officer” means (when such term isitajzed) an officer of the Company who is subjecSection 16(b) of the Exchange
Act.

2.19 “Option” means an Incentive Stock Optor a Non-Qualified Stock Option.

2.20 “Outside Director” means any Direatdro is an “outside director” within the meaningS#ction 162(m) of the Code and

the applicable Treasury Regulations promulgatecetiveer.

2.21 “Participant” means an Eligible Perglesignated to be granted an Award under the Plan.
2.22 “Performance Award” means any riglarged under Section 6.6 of the Plan.
2.23 “Performance Goal” means one or méte@following performance goals, either indivitlyaalternatively or in any

combination, applied on a corporate, subsidiaryuziness unit basis: revenue, cash flow, grosstpeafrnings before interest and taxes,
earnings before interest, taxes, depreciation amttization and net earnings, earnings per shaaegims (including one or more of gross,
operating and net income margins), returns (inclgdine or more of return on assets, equity, investntapital and revenue and total
stockholder return), stock price, economic valugeal] working capital, market share, cost reductismskforce satisfaction and diversity
goals, employee retention, customer satisfactiomptetion of key projects and strategic plan depgient and implementation. Such goals
may reflect absolute entity or business unit penfomce or a relative comparison to the performafieep@er group of entities or other external
measure of the selected performance criteria. Gdramittee shall establish the Performance Goalarichward on or before the 90th day of
the applicable performance period for which Perfamoe Goals are established and in no event aférdt3he applicable performance period
has elapsed and in any event when the achieverhdrg applicable Performance Goals remains subatntincertain. The Committee may
appropriately adjust any evaluation of performameder such Performance Goals to exclude the effemrtain events, including any of the
following events: asset writdewns; litigation or claim judgments or settlemewtsanges in tax law, accounting principles or otheh laws o
provisions affecting reported results; severanoatract termination and other costs related tdrexitertain business activities; and gains or
losses from the disposition of businesses or assdtem the early extinguishment of debt.

2.24 “Person” means any individual or gntihcluding a corporation, partnership, limiteadility company, association, joint
venture or trust.

2.25 “Plan” means this EnergyConnect Gronp, 2004 Stock Incentive Plan, as originally agdpn 2004 and as amended and
restated from time to time.

2.26 “Qualified Performance Based Awarddlshave the meaning set forth in Section 6.6 efRan.

2.27 “Restated Plan” means the Plan as detkand restated hereby and as may be further uemdl restated hereafter.

Page 24 of 3




2.28 “Restricted Stock” means any Sharatgdunder Section 6.5 of the Plan.

2.29 “Restricted Stock Unit” means any gnanted under Section 6.5 of the Plan evidendiegight to receive a Share (or
evidencing the right to receive a cash paymentldguhe Fair Market Value of a Share if explicilp provided in the Award Agreement) at
some future date.

2.30 “Rule 16b-3" means Rule 16b-3 promtdday the Securities and Exchange Commission uheeExchange Act, or any
successor rule or regulation.

2.31 “Section 162(m)” means Section 162¢frthe Code and the applicable Treasury Regulajioosiulgated thereunder.

2.32 “Securities Act” means the Securifies of 1933, as amended.

2.33 “Service” means the Participant’s perfance of services for the Company (or any Afidl)an the capacity of an employee,

officer, consultant, independent contractor orcte

2.34 “Share” or “Shares” means a shardares of common stock, no par value per sharéeo€ompany or such other
securities or property as may become subject tordsvaursuant to an adjustment made under Sectidnhé Plan.

2.35 “Stock Appreciation Right” means aight granted under Section 6.3 of the Plan.
2.36 “Stock Bonus” means any Share graatetér Section 6.4 of the Plan.
3. Administration .
3.1 Committee and Composition. The Plan shall be administered by the Commit=sgnated by the Board to administer the

Plan, which, unless otherwise provided by the Bosindll be the Company’s Compensation Committédee Committee shall be comprised of
at least two Non-Employee Directors but not lessitbuch number of Non-Employee Directors as sleateljuired to permit Awards granted
under the Plan to qualify under Rule 16b-3 andiSedt62(m) of the Code, and each member of the Cittemrshall be an Outside

Director. The Board may from time to time removeadd members of the Committee and shall fill vag@son the Committee as they arise
provided any new member meets the foregoing quatifins.

3.2 Delegation.

(@) Subcommittee of Directors. The Committee, in its sole discretion, may (&)edate to a committee of directors
who need not be Outside Directors the authoritygrémt Awards to Eligible Persons who are eitherr{g) then Covered Employees under
Section 162(m) and are not expected to be Covemguldyees at the time of recognition of income riégsglfrom such award, or (B) not
persons with respect to whom the Company wishesitaply with Section 162(m), or (2) delegate to eodttee of directors who need not be
Non-Employee Directors the authority to grant Award£tigible Persons who are not then subject toiSedt6 of the Exchange Act.

(b) Subcommittee of Officers. The Committee may delegate to one or more Qfitlee authority to do one or bott
the following: (1) designate employees who aresumh Officers to be recipients of Awards and #rens thereof, and (2) determine the
number of Shares to be subject to Awards granted¢h employees; provided, however, the resolugarding such delegation shall specify
the total number of Shares that may be subjectitards granted by such Officer and that such Officay not grant an Award to himself or
herself. Notwithstanding anything to the contriaryhis Section, the Committee may not delegatgutth an Officer any authority inconsistent
with this Plan.

(c) Administrator . The Committee may delegate the administratiathefPlan to an officer or officers of the
Company, and such administrator(s) may have theoaity to execute and distribute agreements orradbeuments evidencing or relating to
Awards granted by the Committee under this Plamamtain records relating to the Grant, vestingreise, forfeiture or expiration of Awar
to process or oversee the issuance of Shares hpaxercise, vesting and/or settlement of an Awtarthterpret the terms of Awards and to
take such other actions as the Committee may gpecif

(d) Authority of Agent . Any action by any such Subcommittee or admiatstrwithin the scope of its delegation
shall be deemed for all purposes to have been takdéime Committee and references in this Planegdbmmittee shall include any such
Subcommittee or administrator to the extent of sielegation, provided that the actions and inteégpi@ns of any such Subcommittee or
administrator shall be subject to review and apakadisapproval or modification by the Committee.
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(e) Limitation on Authority . Nothing contained herein shall authorize anygperor group, other than the Board, to
amend or terminate the Plan. If awards are to ddenunder the Plan to Officers or directors, aithéor selection of Officers and directors
participation and decisions concerning the timpriging and amount of a grant or Award, if not detmed under a formula meeting the
requirements of Rule 16b-3, shall not be delegafety Awards made to members of the Committee shaldo be authorized by a
disinterested majority of the Board.

3.3 Power and Authority of the Committee. Subject to the express provisions of the Plahtarapplicable law, the
Committee shall have full power and authority to:

(@) prescribe, amend and rescind ruldsragulations relating to this Plan and to deferents not otherwise defined
herein;

(b) determine which persons are eligiblbe Participants to whom Awards shall be grah&@under and the timing
any such Awards;

(c) determine the type or types of Awaalbe granted to each Participant under the Plan;

(d) determine the number of Shares todwered by (or the method by which payments orratigats are to be
determined in connection with) each Award;

(e) determine the terms and conditionamyf Award or Award Agreement;

® amend the terms and conditions of Amard or Award Agreement and accelerate the esabdlity of any Option c

waive any restrictions relating to any Award,;

9) determine whether, to what extent ander what circumstances Awards may be exercisedsh, Shares, other
securities, other Awards or other property, or edext, forfeited or suspended,;

(h) establish or verify the extent ofisfaiction of any performance goals or other condgiapplicable to the grant,
issuance, exercisability, vesting and/or abilityetain any Award,;

0] determine whether, and the extenthich, adjustments are required pursuant to Sedtion

)] interpret and administer the Plan ang instrument or agreement, including an Awarde&gnent, relating to the
Plan;

(k) establish, amend, suspend or waiwh sules and regulations and appoint such ageritshall deem appropriate

for the proper administration of the Plan; and

)] make any other determination and takg other action that the Committee deems negessalesirable for the
administration of the Plan.

34 Effect of Change in Status The Committee shall have the discretion to deitee the effect upon an Award and upon an
individual's status as an employee under the Rtartuding whether a Participant shall be deemelabice experienced a termination of
employment or other change in status) and uporekting, expiration or forfeiture of an Award irethase of (i) any individual who is
employed by an entity that ceases to be an Afilatthe Company, (ii) any leave of absence apardyethe Company or an Affiliate, (iii) any
transfer between locations of employment with tieenPany or an Affiliate or between the Company amy Affiliate or between any
Affiliates, (iv) any change in the Participant’sists from an employee to a consultant or memb#reoBoard, or vice versa, and (v) at the
request of the Company or an Affiliate, any empydio becomes employed by any partnership, jointure, corporation or other entity not
meeting the requirements of an Affiliate.

35 Determinations of the Committee. The Committee shall consider such factors deeéms relevant to making such
decisions, determinations and interpretations gtialy, without limitation, the recommendations oviaé of any director, officer or employee
of the Company and such attorneys, consultant@ecduntants as it may select. Unless otherwiseessly provided in the Plan, all
designations, determinations, interpretations ahdradecisions under or with respect to the PlaangrAward or Award Agreement shall be
within the sole discretion of the Committee, mayneede at any time and shall be final, conclusiwe lginding upon any Eligible Person and
any other persons claiming rights under the PlaangrAward. If for any reason a Committee decissosubjected to review, a Participant or
other holder of an Award may contest a decisioaabion by the Committee with respect to such pemofward only on the grounds that such
decision or action was arbitrary or capricious aswnlawful, and any review of such decision oioacshall be limited to determining whether
the Committee’s decision or action was arbitrargayricious or was unlawful.
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3.6 Power and Authority of the Board. Notwithstanding anything to the contrary congalrnerein, the Board may, at any
time and from time to time, without any furtheriantof the Committee, exercise the powers and dutieghe Committee under the Plan, but
only to the extent it would not cause a loss of hegefits under Section 162(m) or qualification emgule 16b-3.

4. Shares Available for Awards.
4.1 Aggregate Shares Available
(@) Subject to adjustment as provide8ewation 7, the aggregate number of Shares thatmaégsued under the Plan

shall be 20,000,000.

(b) Shares to be issued under the Planbmaither authorized but unissued Shares or Sharacquired and held in
treasury. Any Shares that are used by a Particgeafull or partial payment to the Company of pluechase price relating to an Award, or in
connection with the satisfaction of tax obligatioakating to an Award, shall again be availableganting Awards (other than Incentive Stock
Options) under the Plan. In addition, if any Skazevered by an Award or to which an Award relatesnot purchased or are forfeited, or if
Award otherwise terminates without delivery of é&ltyares, the number of Shares counted against tftlegede number of Shares available
under the Plan with respect to such Award, to ttierg of any such forfeiture or termination, steajkin be available for granting Awards un
the Plan.

(c) Notwithstanding the foregoing butlired in the number specified in Section 4.1(a)vabthe number of Shares
available for granting Incentive Stock Options unttie Plan shall not exceed the maximum numberifspgdn Section 4.1(a), subject to
adjustment as provided in Section 7 of the Plansafject to the provisions of Section 422 or 42thefCode or any successor provision.

4.2 Accounting for Awards . For purposes of this Section 4, if an Awardtéegithe holder thereof to receive or purchase
Shares, the number of Shares covered by such Asvaodwhich such Award relates shall be countethendate of Grant of such Award
against the aggregate number of Shares availabfgrdoting Awards under the Plan. Any Sharesdhatused by a Participant as full or partial
payment to the Company of the purchase price nglJat an Award or in connection with the satisfactof tax obligations relating to an
Award, shall again be available for granting Awandsler the Plan. In addition, if any Shares coddrgan Award or to which an Award
relates are not purchased or are forfeited, on levard otherwise terminates without delivery of &hares, then the number of Shares cot
against the aggregate number of Shares availakler the Plan with respect to such Award, to therxof any such forfeiture or termination,
shall again be available for granting Awards urtierPlan.

5. Eligibility . Any Eligible Person shall be eligible to be desited a Participant. In determining which EligiBlersons shall receive
an Award and the terms of any Award, the Committegy take into account the nature of the serviceda®ed by the respective Eligible
Persons, their present and potential contributiortee success of the Company or such other faa®tie Committee, in its discretion, shall
deem relevant. Notwithstanding the foregoing,rarehtive Stock Option may only be granted to finliet or part-time employees (which term
as used herein includes, without limitation, offscand directors who are also employees), and@ntive Stock Option shall not be granted to
an employee of an Affiliate unless such Affiliagealso a “subsidiary corporation” of the Companthimi the meaning of Section 424(f) of the
Code or any successor provision.

6. Awards .
6.1 General. The Committee, on behalf of the Company, is auled to grant Awards under the Plan provided their terms
and conditions are not inconsistent with the priovis of the Plan. The Committee, in its discretimay determine that any Award granted

hereunder shall be a Performance Award.

(@) Consideration for Awards . Awards may be granted for no cash consideratidor any cash or other
consideration as determined by the Committee amuinexd by applicable law.
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(b) Vesting. The total number of Shares subject to an Awaagt west in periodic installments that may or mat/bve
equal. An Award may be subject to such other teantsconditions on the time or times when it mapbmay not be exercised or no longer
subject to a substantial risk of forfeiture as @@mmittee may deem appropriate.

(c) Awards May Be Granted Separately or Together Awards may, in the discretion of the Committee granted
either alone or in addition to, in tandem with misubstitution for any other Award or any awardnged under any plan of the Company or any
Affiliate. Awards granted in addition to or in @&m with other Awards or in addition to or in tandwith awards granted under any such o
plan of the Company or any Affiliate may be grangéitier at the same time as or at a different fiom the grant of such other Awards or
awards.

(d) Forms of Payment under Awards. Subject to the terms of the Plan and of anyieaple Award Agreement,
payments or transfers to be made by the Compaany éffiliate upon the Grant, exercise or paymenamfAward may be made in such forn
forms as the Committee shall determine (includimighhout limitation, cash, Shares, other securittgher Awards or other property or any
combination thereof), and may be made in a singlement or transfer, in installments or on a defébasis, in each case in accordance with
rules and procedures established by the Commifeeh rules and procedures may include, withoutdtion, provisions for the payment or
crediting of reasonable interest on installmerdeferred payments or the Grant.

(e) Limits on Transfer of Awards .

(1) Unless the Award Agreement or otheecudnent evidencing an Award (or an amendment thenathorizec
by the Committee) expressly states that the Awaitcainsferable as provided hereunder, no Awara dfieentive Stock Option, nor
Option, Stock Appreciation Right or Performance Agvgranted to an Officer or director of the Compamyr any interest in such
Award, may be sold, assigned, conveyed, giftediged, hypothecated or otherwise transferred innaagner, other than by will, the
laws of descent and distribution or as providectimerand any purported pledge, alienation, attactimeother encumbrance thereof
shall be void and unenforceable against the Compaayy Affiliate.

(2) The Committee may grant an Awardroead an outstanding Award to provide that the Awsrd
transferable or assignable (a) in the case ofresfiea without the payment of any consideratiorarig “family member’as such term
defined in Section 1(a)(5) of the General Instioresito Form S-8 under the Securities Act, andr(lany transfer described in clause
(ii) of Section 1(a)(5) of the General Instructidnd=orm S-8 under the Securities Act, provided tbbowing any such transfer or
assignment the Award will remain subject to sultsdiy the same terms applicable to the Award whiééd by the Participant to
whom it was granted, as modified as the Committed sletermine appropriate, and as a conditioruti dransfer the transferee shall
execute an agreement agreeing to be bound by strol.t

3) An Incentive Stock Option may be s#mred or assigned only to the extent consistédtht 8ection 422 of
the Code.

4) Except as otherwise determined byGbemittee, each Option or Stock Appreciation Rigviard or right
under any such Award shall be exercisable duriegPtrticipant’s lifetime only by the Participant drpermissible under applicable
law, by the Participant’s guardian or legal repnégtive. Notwithstanding the foregoing, a Participmay, by delivering written
notice to the Company, in a form provided by oreottise satisfactory to the Company, designaterd garty who, in the event of the
death of the Participant, shall thereafter be leditito exercise the Option. Also, the transfeamfAward to a trust is a permissible
transfer of the rights under an Award if under 8ec671 of the Code and applicable state law, drgi¢ipant is considered the sole
beneficial owner of the Award while it is held st and the exercise terms and restrictions,)if main unchanged and to the ex
appropriate, relate to the Participant (e.g., Seneath or disability).

® Term of Awards . Subject to Section 6.2(e)(3), the term of eawlail shall be fixed by the Committee at the time
of Grant, but shall not be longer than 10 yearmftbe date of Grant.

(9) Restrictions; Securities Exchange Listing All Shares or other securities delivered untierRlan pursuant to any
Award or the exercise thereof shall be subjecuthsstop transfer orders and other restrictiorth@a€ommittee may deem advisable under the
Plan, applicable federal or state securities lavgsragulatory requirements, and the Committee nir@gctappropriate stop transfer orders and
cause other legends to be placed on the certifidatesuch Shares or other securities to reflech sastrictions. If the Shares or other securities
are traded on a securities exchange, the Compatiyngit be required, and shall have no liability failure, to deliver any Shares or other
securities covered by an Award unless and untih Sltares or other securities have been and corttinoee admitted for trading on such
securities exchange. No Shares or other assdtdshasued or delivered pursuant to the Plan,taedCompany shall have no liability for
failure to issue or deliver Shares under the Riatess and until there shall have been compliaritteall applicable requirements of applicable
securities laws and all applicable listing requiesits of any stock exchange or trading system octwihie Shares are then traded, if any. No
Shares shall be issued or delivered pursuant tBldre and the Company shall have no liabilityfélure to issue or deliver Shares under the
Plan, if doing so would violate any internal patisiof the Company.
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(h) Prohibition on Repricing . Except as provided in Section 7, no Option ecktAppreciation Right may be
amended to reduce its initial exercise or Grardgoand no Option or Stock Appreciation Right shallcanceled and replaced with Options or
Stock Appreciation Rights having a lower exercis&oant price, without the approval of the stocklest of the Company if such action will
make the Option or Stock Appreciation Right no lengxempt from Code Section 409A.

M Additional Restrictions on Awards . Either at the time an Award is granted or bysaguent action, the
Committee may, but need not, impose such restnistioonditions or limitations as it determines apypiate as to the timing and manner of any
resales by a Participant or other subsequent gembf/ a Participant of any Shares issued undémaard, including without limitation (a)
restrictions under an insider trading policy, (@3trictions designed to delay and/or coordinatdithing and manner of sales by the Participant
or Participants, and (c) restrictions as to theafsespecified brokerage firm for receipt, resaesther transfers of such Shares.

6.2 Options. The Committee is hereby authorized to grant@nstito Eligible Persons with the following termslaonditions
and with such additional terms and conditions nobnsistent with the provisions of the Plan asGbenmittee shall determine:

(@) Exercise Price. The purchase price per Share purchasable undeption shall be determined by the Committee;
provided, however, that such purchase price slmlba less than 100% of the Fair Market Value 8hare on the date of Grant of such Opt

(b) Option Term . The term of each Option shall be fixed by thenGuttee at the time of Grant, but shall not be
longer than 10 years from the date of Grant.
(c) Time and Method of Exercise.
(1) General. The Committee shall determine the time or tig#eswhich an Option may be exercised in whole

or in part and the method or methods by which,taedorm or forms (including, without limitationash, Shares, other securities,
other Awards or other property, or any combinatimereof, having a Fair Market Value on the exerda equal to the applicable
exercise price) in which payment of the exerciseepwith respect thereto may be made or deemedve heen made. Except as
provided in Sections 6.2(c)(5) and 7, Options makercised from time to time over the period st&teeach Option in such amounts
and at such times as shall be prescribed by then@ibee, provided that Options shall not be exertige fractional shares.

(2) Continuous Service. Except as provided in Section 6.2(c)(5) or asmeined by the Committee, no
Option may be exercised unless at the time of sxelncise the Participant is employed by or in teevi8e of the Company or
any subsidiary of the Company and shall have seesmployed or provided such Service continuousigesthe date such Option w
granted. Absence on leave or on account of illeestsability under rules established by the Cottenishall not, however, be
deemed an interruption of employment or ServiceH purpose.

3) Annual Rollover . Unless otherwise determined by the Committesting of Options shall not continue
during an absence on leave (including an extentiegss) or on account of disability. Unless othiseadetermined by the Committee,
if the Participant does not exercise an Optionniy @ne year with respect to the full number of 8sdp which the Participant is
entitled in that year, the Participant’s rightslsha cumulative and the Participant may purchasse Shares in any subsequent year
during the term of the Option.

4) Restricted Disposition of Stock Unless otherwise determined by the CommitteaniOfficer exercises

an Option within six months of the Grant, the Seaequired upon exercise of the Option may nookeuntil six months after the
Grant.
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(5) Termination of Employment or Service.

(A) General Rule. Unless otherwise determined by the Board, irethent the employment or
Service of the Participant with the Company or lasidiary terminates for any reason other than beafi physical disability
or death as provided in Section 6.2(c)(5)(B) arg{dj(5)(C), the Option may be exercised at any timer to the expiration
date of the Option or the expiration of 30 daysmtite date of such termination, whichever is th@ter period, but only if
and to the extent the Participant was entitledkerase the Option at the date of such termination.

(B) Termination Because of Total Disability. Unless otherwise determined by the Board, in the
event of the termination of employment or Servieeduse of total disability, the Option may be esed at any time prior to
the expiration date of the Option or the expiratddri2 months after the date of such terminatidnichever is the shorter
period, but only if and to the extent the Participaas entitled to exercise the Option at the dégich termination. The
term “total disability” means a medically determifeamental or physical impairment which is expedtedesult in death or
which has lasted or is expected to last for a cootis period of 12 months or more and which cathee®articipant to be
unable, in the opinion of the Company and two iredejent physicians, to perform his or her dutiesrasmployee, director,
officer or consultant of the Company and to be gedan any substantial gainful activity. Totalabdity shall be deemed to
have occurred on the first day after the Companlytha two independent physicians have furnishei tipénion of total
disability to the Company.

©) Termination Because of Death Unless otherwise determined by the Board, iretrent of the
death of a Participant while employed by or pravidService to the Company or a subsidiary, theddptiay be exercised at
any time prior to the expiration date of the Optarthe expiration of 12 months after the dateexdttl, whichever is the
shorter period, but only if and to the extent tlaetieipant was entitled to exercise the Optiorhatdate of death and only by
the person or persons to whom such Participargtgsiunder the Option shall pass by the Participavitl or by the laws of
descent and distribution of the state or countrgtarhicile at the time of death, the Participantargor trust described in
Section 6.1(e)(4) or the beneficiary designatealdeordance with Section 6.1(e)(4).

(D) Amendment of Exercise Period Applicable to Terminaibn . The Board, at the time of grant
or, with respect to an Option that is not an Ins@nStock Option, at any time thereafter, may edtdére 30 day and 12 month
exercise periods any length of time not longer tienoriginal expiration date of the Option, andyrrecrease the portion of
an Option that is exercisable, subject to suchteand conditions as the Board may determine, peavélich extension does
not subject the Plan or an Award to Section 409#hefCode.

(E) Failure to Exercise Option. To the extent that the Option is not exercis@&tiwthe applicable
period, all further rights to purchase Shares pmsto such Option shall cease and terminate.

(d) Absence of Other Deferral Features Nothing contained herein shall permit an Awafdm Option that includes
any feature for the deferral of compensation othan that described in Code Section 409A and Trgd@egulation § 1.409A-1(b)(5)(i)(A)(3).

(e) Incentive Stock Options. Notwithstanding anything in the Plan to the canyt, the following additional provisiol
shall apply to the grant of Options which are inkeeh to qualify as Incentive Stock Options:

(1) The Committee will not grant Incemti$tock Options in which the aggregate Fair Maxkate
(determined as of the time the Option is grantédhe Shares with respect to which Incentive StOgkions are exercisable for the
first time by any Participant during any calendaary(under this Plan and all other plans of the gamy and its Affiliates) shall
exceed $100,000. If and to the extent that anyeShare issued under a portion of any IncentivekS@ption that exceeds the
$100,000 limitation of Section 422 of the Code,lsBbares shall not be treated as issued undercantine Stock Option
notwithstanding any designation otherwise.

(2) All Incentive Stock Options must bmugted within 10 years from the earlier of the datevhich this Plan
was initially adopted by the Board or the date Blsn was initially approved by the stockholdershaf Company.

3) Unless sooner exercised, all Incen8tock Options shall expire and no longer be ésaite no later than
10 years after the date of Grant; provided, howeabat in the case of a grant of an Incentive Stopkion to a Participant who, at the
time such Option is granted, owns (within the megrif Section 422 of the Code) stock possessing rian 10% of the total
combined voting power of all classes of stock & @ompany or of its Affiliate, such Incentive Stddktion shall expire and no lon¢
be exercisable no later than 5 years from the afa@rant.
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4) The purchase price per Share fomaertive Stock Option shall be not less than 100%eFair Market
Value of a Share on the date of Grant of the Irigcertock Option; provided, however, that, in tlse of the grant of an Incentive
Stock Option to a Participant who, at the time sOghion is Granted, owns (within the meaning oft®ec422 of the Code) stock
possessing more than 10% of the total combinecggqtower of all classes of stock of the Compangfats Affiliate, the purchase
price per Share purchasable under an Incentivek®pton shall be not less than 110% of the FairkdaValue of a Share on the
date of Grant of the Incentive Stock Option.

(5) Any Incentive Stock Option authoriagwder the Plan shall contain such other provisanthe Committee
shall deem advisable, but shall in all events besisbent with and contain all provisions requineaider to qualify the Option as an
Incentive Stock Option.

(6) To the extent that the Award Agreetrspecifies that an Option is intended to be tikatkean Incentive
Stock Option, the Option is intended to qualifithe greatest extent possible as an “incentive sbption” within the meaning of
Section 422 of the Code, and shall be so constpredijded, however, that any such designation stalbe interpreted as a
representation, guarantee or other undertakingp@part of the Company that the Option is or wélldetermined to qualify as an
Incentive Stock Option. Certain decisions, amemus)énterpretations and actions by the Committeecertain actions by a
Participant may cause an Option to cease to quadifgn Incentive Stock Option pursuant to the Godkby accepting an Option the
Participant agrees in advance to such disqualifgictgpn. Notwithstanding any other provision of fBlan to the contrary, the
Committee may at any time without the consent efRharticipant convert an Incentive Stock Optioa tdon-Qualified Stock Option.

6.3 Stock Appreciation Rights.

(@) General. The Committee is hereby authorized to grantiSfgupreciation Rights to Eligible Persons subjecttte
terms of the Plan and any applicable Award AgreemBach Stock Appreciation Right granted underRlen shall confer on the holder upon
exercise the right to receive an amount equal inevto the excess of (a) the Fair Market Valuertd &hare on the date of exercise (or, if the
Committee shall so determine, at any time durisgecified period before or after the date of execover (b) the Grant price of the Stock
Appreciation Right as determined by the Committegich Grant price shall not be less than 100% efRhir Market Value of one Share on
date of Grant of the Stock Appreciation Right, nplikd by the number of Shares covered by the Skmreciation Right or portion thereof,
that is surrendered. Payment by the Company upertise of a Stock Appreciation Right may be mad8hares valued at Fair Market Value,
in cash, or partly in Shares and partly in cadrasatletermined by the Committee. Subject toeh@s$ of the Plan, the Grant price, term,
methods of exercise, dates of exercise and any tghas and conditions (including conditions ortriesons on the exercise thereof) of any
Stock Appreciation Right shall be as determinedhgyCommittee.

(b) Tandem Rights. If a Stock Appreciation Right is granted in cention with an Option, the following rules shall
apply: (1) the Stock Appreciation Right shall berisable only to the extent and on the same ¢iondithat the related Option could be
exercised; (2) the Stock Appreciation Rights shalkexercisable only when the Fair Market Valuenef$hares exceeds the exercise price «
related Option; (3) the Stock Appreciation Righalsbe for no more than 100 percent of the excésiseoFair Market Value of the Shares at
time of exercise over the Option price; (4) upoereise of the Stock Appreciation Right, the Optisrportion thereof to which the Stock
Appreciation Right relates terminates; and (5) uprercise of the Option, the related Stock ApptémiaRight or portion thereof terminates.

(c) Restricted Period. Unless otherwise determined by the CommitteeStack Appreciation Right granted to an
Officer or director may be exercised during thstfgix months following the date of the Grant.

(d) Absence of Other Deferral Features Nothing contained herein shall permit an Awafd &tock Appreciation
Right that includes any feature for the deferrat@hpensation other than that described in Codad®et09A and Treasury Regulation §
1.409A-1(b)(5)(1)(A)(3).
6.4 Stock Bonus.
(@) General. The Committee may award Shares under the PlarSasck Bonus. Shares awarded as a bonus shall b

subject to the terms, conditions, and restrictideirmined by the Committee. The restrictions malude restrictions concerning
transferability and forfeiture of the Shares awdidegether with such other restrictions as maglétermined by the Committee.
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(b) Non-vested Dividends If Shares are subject to forfeiture, all divideror other distributions paid by the Comp.
with respect to the Shares shall be retained b tirapany until the Shares are no longer subjefdrfeiture, at which time all accumulated
amounts shall be paid to the recipient.

(c) Award Agreement. The Committee may require the recipient to sigrAward Agreement as a condition of the
Award, but may not require the recipient to pay amgnetary consideration other than amounts negessaatisfy tax withholding
requirements. The Award Agreement may containtanys, conditions, restrictions, representatiortsvaarranties required by the
Committee. The certificates representing the Shawearded shall bear any legends required by tinenGtiee.

(d) Holding Period . Unless otherwise determined by the Committear&hawarded as a Stock Bonus to an Officer
may not be sold until six months after the datéhefAward.

6.5 Restricted Stock and Restricted Stock Units The Committee is hereby authorized to grantritgstl Stock and
Restricted Stock Units to Eligible Persons with fibéowing terms and conditions and with such aiddial terms and conditions not
inconsistent with the provisions of the Plan asGoenmittee shall determine:

(@) Restrictions. Shares of Restricted Stock and Restricted Stimits shall be subject to such restrictions as the
Committee may impose (including, without limitatjanrestriction on or prohibition against the righteceive any dividend or other right or
property with respect thereto), which restrictiomsy lapse separately or in combination at such tinténes, in such installments or otherwise
as the Committee may deem appropriate.

(b) Issuance of Shares Any Restricted Stock granted under the Plan beagvidenced in such manner as the Board
may deem appropriate, including book-entry regitraor issuance of a stock certificate or cerdfes, which certificate or certificates shall be
held by the Company. Such certificate or certtBsashall be registered in the name of the Paatntipnd shall bear an appropriate legend
referring to the restrictions and possible forfegtapplicable to such Restricted Stock, as set farthe Award Agreement.

(c) Forfeiture . Except as otherwise determined by the Committpen a Participant’s termination of Service (as
determined under criteria established by the Cotesjitduring the applicable restriction period,agplicable Shares of Restricted Stock and
Restricted Stock Units at such time subject tcrictgin shall be forfeited and reacquired by therpany; provided, however, that the
Committee may, when it finds that a waiver wouldréhe best interest of the Company, waive in whmlin part any or all remaining
restrictions with respect to Shares of RestrictettiSor Restricted Stock Units.

(d) Non-vested Dividends If Shares are subject to forfeiture, all divideror other distributions paid by the Comp.
with respect to the Shares shall be retained by tirapany until the Shares are no longer subjefdrfeiture, at which time all accumulated
amounts shall be paid to the recipient.

(e) Holding Period . Unless otherwise determined by the Committeay&hawarded to an Officer may not be sold
until six months after the date of the Award.

6.6 Performance Awards.

(@) General. The Committee is hereby authorized to grantd®erince Awards to Eligible Persons subject to the
terms of the Plan. A Performance Award granteceutite Plan (i) may be denominated or payable sh,c8hares (including, without
limitation, Restricted Stock and Restricted Stoclits), other securities, other Awards or other priypand (ii) shall confer on the holder
thereof the right to receive payments, in wholégrart, upon the achievement of such Performarma<3during such performance periods as
the Committee shall establish. Subject to the sevfrthe Plan, the Performance Goals to be achiduedg any performance period, the length
of any performance period, the amount of any Perémce Award granted, the amount of any paymemtaster to be made pursuant to any
Performance Award and any other terms and conditidrany Performance Award shall be determinecheyGommittee. In the event that the
minimum Performance Goal established by the Coremit not achieved at the conclusion of a periodgayment shall be made to the
Participants. In the event the maximum Performabaal is achieved, 100 percent of the monetaryevafithe Performance Awards shall be
paid to or vested in the Participants.
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(b) Qualified Performance-Based Compensation

(1) From time to time, the Committee na@gignate an Award granted pursuant to the Plam asvard of
“qualified performance-based compensation” withie meaning of Section 162(m) of the Code (a “QigaliPerformance Based
Award”). Qualified Performance Based Awards shalthe extent required by Section 162(m), be domuid solely on the
achievement of one or more objective Performanca$zand such Performance Goals shall be establishéhe Committee within
the time period prescribed by, and shall otherwmaply with the requirements of Section 162(m).

(2) The Committee shall also certify intimg that such Performance Goals have been niet far payment of
the Qualified Performance Based Awards to the éxtsuired by Section 162(m).

3) To the extent that (a) the Commitieeermines that an Award is to comply with the perfance-based
exception under Section 162(m) of the Code andhgPAward is denominated in Shares, a Stock OmtidBtock Appreciation Right
may not be exercised or other compensation frorarathch Awards may not be paid (actually or cowmsitraly) until there is
compliance with the requirements of Section 162(fi)e foregoing shall not apply to the extent thattion 162(m) does not apply or
the compensation limitation referred to therein ldawot be exceeded even if the compensation arfsamg the Award was not
performance-based.

7. Changes in Capital Structure.

7.1 Equity Restructuring . In the event of any Equity Restructuring, thenbier and type of Shares (or other securities aroth
property) available under this Plan or subjectutstanding Awards, and the purchase price or esemiice with respect to any Award will be
proportionately adjusted; provided, however, thattumber of Shares covered by any Award or to lwkich Award relates shall always be a
whole number. The adjustments provided underSbigtion 7 shall be nondiscretionary and shall bal &nd binding on the affected
Participant and the Company. The Committee shakexsuch proportionate adjustments, if any, a€tiramittee in its discretion may deem
appropriate to reflect such Equity Restructuringhwespect to (i) the aggregate number and kirghafes that may be issued under the Plan
(including, but not limited to, adjustments of ireitations in Sections 4.1 and 6.6 hereof) and #ra subject to any Awards previously
granted, and (ii) the exercise or settlement prifesgich Awards, so as to maintain the proportiemaimber of Shares or other securities su
to such Awards without changing the aggregate ésenar settlement price, if any.

7.2 Corporate Transactions. In the event of a merger, consolidation, plaexdhange, acquisition of property or stock,
separation, reorganization or liquidation to whilke Company or a subsidiary is a party or a saldlafr substantially all of the Company’s
assets (each, a “Transaction”), the Committee simailis sole discretion and to the extent possilsider the structure of the Transaction, select
one of the following alternatives for treating datsling Awards under the Plan:

(@) Outstanding Awards shall remain ifeeffin accordance with their terms.

(b) Outstanding Awards shall be convertged Awards in the corporation that is the sumiyior acquiring corporation
in the Transaction. The amount, type of securiiggect thereto and exercise price of the congekigards shall be determined by the
Committee, taking into account the relative valoethe companies involved in the Transaction amdetkchange rate, if any, used in
determining shares of the surviving corporatiobedssued to holders of shares of the Companyeddrdtherwise determined by the
Committee, the converted Awards shall be vested wnthe extent that the vesting requirements irgjab Awards granted hereunder have
been satisfied.

(c) The Committee shall provide a 30 gayiod prior to the consummation of the Transactioring which outstandin
Awards may be exercised to the extent then exdagisa vested, and upon the expiration of such&ppkriod, all unexercised and nonvested
Awards shall immediately terminate and be forfeitdthe Committee may, in its sole discretion, aexak the exercisability or vesting of
Awards so that they are exercisable or vestedliméwing such 30 day period.

7.3 Dissolution of the Company. In the event of the dissolution of the Compalwyards shall be treated in accordance with
Section 7.2(c).

7.4 Rights Issued by Another Corporation. The Committee may also grant Options, Stock Apiation Rights, Performance
Awards, and Stock Bonuses and issue Restrictedk $toRestricted Stock Units under the Plan havergis, conditions and provisions that
vary from those specified in this Plan provided #xay such Awards are granted in substitutiondoin connection with the assumption of,
existing Options, Stock Appreciation Rights, St@tknuses, Restricted Stock, Restricted Stock UmitsRerformance Awards granted,
awarded or issued by another corporation and assometherwise agreed to be provided for by the @amy pursuant to or by reason of a
Transaction.
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8. Amendments and Termination.

8.1 Amendments to the Plan The Board may amend, alter, suspend, discontinterminate the Plan at any time; provided,
however, that, notwithstanding any other provisiéthe Plan or any Award Agreement, without therappl of the stockholders of the
Company, no such amendment, alteration, susperdigggntinuation or termination shall be made thhgent such approval:

€) violates the rules or regulationgny securities exchange that is applicable to tmgany;

(b) causes the Company to be unable,rihdeCode, to grant Incentive Stock Options uriderPlan;

(c) increases the number of Shares aattbunder the Plan;

(d) permits the award of Options or Stégpreciation Rights at a price less than 100%hefRair Market Value of a

Share on the date of Grant of such Option or Skmpreciation Right, as prohibited by Sections 6. 2¢ad 6.3 of the Plan or the repricing of
Options or Stock Appreciation Rights, as prohibitgdSection 6.1(h) of the Plan; or

(e) would prevent the grant of OptionsStwck Appreciation Rights that would qualify undesction 162(m) of the
Code.

8.2 Amendments to Awards. The Committee may waive any conditions of ohtigof the Company under any outstanding
Award, prospectively or retroactively. Except &élseswise provided herein or in an Award Agreemérg, Committee may not amend, alter,
suspend, discontinue or terminate any outstandingrd, prospectively or retroactively, if such antwould adversely affect the rights of the
holder of such Award, without the consent of thetiBigant or holder or beneficiary thereof. Notgtanding the satisfaction of any applicable
Performance Goals, to the extent specified in theard Agreement, the number of Shares, Options kSAppreciation Rights, Restricted Stc
and Restricted Stock Units or other benefits gdyrissued, and or vested under an Award on acadgatisfaction of such Performance Goals
may be reduced by the Committee on the basis ¢f &uther considerations as the Committee, indte discretion, shall
determine. Notwithstanding the foregoing, the Cattaa shall not waive any conditions or rightstof Company, or otherwise amend or alter
any outstanding Qualified Performance Based Awarglich a manner as to cause such Award not toitdasgualified performance-based
compensation” within the meaning of Section 162¢ithe Code.

8.3 Correction of Defects, Omissions and Inconsistende The Committee may correct any defect, supply@nission or
reconcile any inconsistency in the Plan or in amyafd or Award Agreement in the manner and to thersit shall deem desirable to
implement or maintain the effectiveness of the Plan

9. Income Tax Withholding and Cashless Exercise In order to comply with all applicable federstiate or local income tax laws or
regulations, the Company may take such actiondeseins appropriate to ensure that all applicaldertd, state or local payroll, withholding,
income or other taxes, which are the sole and atissotsponsibility of a Participant, are withhetdccollected from such Participant. The
Company may require any recipient of an Award tp feethe Company in cash upon demand amounts reeydsssatisfy any applicable
federal, state or local tax withholding requirensenif the recipient fails to pay the amount denehdhe Company may withhold that amount
from other amounts payable by the Company to tbipient, including salary or fees for services,jeabto applicable law. In order to assist a
Participant in paying all or a portion of the feglestate and local taxes to be withheld or coldatpon exercise or receipt of (or the lapse of
restrictions relating to) an Award, the Committieeifs discretion and subject to such additionahteand conditions as it may adopt, may
permit the Participant to satisfy such tax obligatby (i) electing to have the Company withholdoatipn of the Shares otherwise to be
delivered upon exercise or receipt of (or the lagfsestrictions relating to) such Award with a Hsliarket Value equal to the amount of such
taxes (but only to the extent of the minimum amaequired to be withheld under applicable lawsegutations) or (ii) delivering to the
Company Shares other than Shares issuable upotisexer receipt of (or the lapse of restrictionatirg to) such Award with a Fair Market
Value equal to the amount of such taxes (but anlpé extent of the minimum amount required to litalveld under applicable laws or
regulations). The election, if any, must be mad®iobefore the date that the amount of tax to ileheld is determined.

10. General Provisions.
10.1 No Rights to Awards. No Eligible Person or other Person shall hawedam to be granted any Award under the Plan,

and there is no obligation for uniformity of treant of Eligible Persons or holders or beneficiadeEAwards under the Plan. The terms and
conditions of Awards need not be the same witheetsto any Participant or with respect to differBatticipants.
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10.2 Award Agreements. No Participant will have rights under an Awardmnfed to such Participant unless and until an
Award Agreement shall have been duly executed tialbef the Company and, if requested by the Comipsigned by the Participant.

10.3 Plan Provisions Control. In the event that any provision of an Award Agreent conflicts with or is inconsistent in any
respect with the terms of the Plan as set fortkihesr subsequently amended, the terms of thedPlalh control.

104 No Rights of Stockholders Except with respect to Shares of Restricted Kascto which the Participant has been gra
the right to vote, neither a Participant nor thetiBipant’s legal representative shall be, or hamg of the rights and privileges of, a stockholder
of the Company with respect to any Shares issualdach Participant upon the exercise or paymeangfAward, in whole or in part, unless
and until such Shares have been issued in the nhsueh Participant or such Participant’s legatespntative without restrictions thereto.

10.5 No Limit on Other Compensation Arrangements. Nothing contained in the Plan shall prevent@oenpany or any
Affiliate from adopting or continuing in effect athor additional compensation arrangements, anld aweangements may be either generally
applicable or applicable only in specific cases.

10.6 No Right to Employment. The grant of an Award shall not be construedigisg a Participant the right to be retained in
the employ, or as giving a director of the Compangn Affiliate the right to continue as a directoran Affiliate of the Company or any
Affiliate, nor will it affect in any way the righdf the Company or an Affiliate to terminate a Rapéant’s employment or Service at any time,
with or without cause. In addition, the CompanyorAffiliate may at any time dismiss a Participiotn employment, or terminate the tern
a director of the Company or an Affiliate, freerfrany liability or any claim under the Plan or akyard, unless otherwise expressly provided
in the Plan or in any Award Agreement. Nothinghis Plan shall confer on any person any legaboitable right against the Company or any
Affiliate, directly or indirectly, or give rise tany cause of action at law or in equity againstCbenpany or an Affiliate. The Awards granted
hereunder shall not form any part of the wagestarg of any Eligible Person for purposes of seweegpay or termination indemnities,
irrespective of the reason for termination of ergplent. Under no circumstances shall any persosing#o be an employee of the Company
or any Affiliate be entitled to any compensationday loss of any right or benefit under the Pldriol such employee might otherwise have
enjoyed but for termination of employment, whetbech compensation is claimed by way of damagewrfongful or unfair dismissal, breach
of contract or otherwise. By participating in fAkan, each Participant shall be deemed to havesetall the conditions of the Plan and the
terms and conditions of any rules and regulatiatopted by the Committee and shall be fully bouretehy.

10.7 Company Actions Unrestrained. The existence of outstanding Awards shall nfetcafin any way the right or power of
the Company or its shareholders to make or auth@ng/ or all adjustments, recapitalizations, rewiggtions, exchanges, or other changes in
the Company'’s capital structure or its businessyngrmerger or consolidation of the Company oriaayance of Shares or other securities or
subscription rights thereto, or any issuance ofdspdebentures, preferred or prior preference stbelad of or affecting the Shares or other
securities of the Company or the rights thereotherdissolution or liquidation of the Company aoy sale or transfer of all or any part of its
assets or business, or any other corporate acboe@ding, whether of a similar character or otliggw Further, except as expressly provided
herein or by the Committee, (i) the issuance byGbepany of shares of stock or any class of seesiibnvertible into shares of stock of any
class, for cash, property, labor or services, uticect sale, upon the exercise of rights or wagamisubscribe therefor, or upon conversion of
shares or obligations of the Company convertibie such shares or other securities, (ii) the payroga dividend in property other than
Shares, or (iii) the occurrence of any similar sa&ction, and in any case whether or not for fadime/ashall not affect, and no adjustment by
reason thereof shall be made with respect to, tingyer of Shares subject to Options or other Awttrdeetofore granted or the purchase price
per Share, unless the Committee shall determiries gole discretion, that an adjustment is necgssaappropriate.

10.8 Governing Law . The validity, construction and effect of therPtar any Award, and any rules and regulationsireab
the Plan or any Award, shall be determined in ataoce with the internal laws, and not the law offticts, of the State of Oregon.

10.9 Severability . If any provision of the Plan or any Award isb@acomes or is deemed to be invalid, illegal or foreeable
in any jurisdiction or would disqualify the Planamy Award under any law deemed applicable by thea@ittee, such provision shall be
construed or deemed amended to conform to appéidabls, or if it cannot be so construed or deenmeeinaled without, ithe determination ¢
the Committee, materially altering the purposentenit of the Plan or the Award, such provision lsbalstricken as to such jurisdiction or
Award, and the remainder of the Plan or any suclarvghall remain in full force and effect.
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10.10 No Trust or Fund Created. Neither the Plan nor any Award shall createeocdnstrued to create a trust or separate fund
of any kind or a fiduciary relationship between @ampany or any Affiliate and an Eligible Persoraay other Person. To the extent that any
Person acquires a right to receive payments frenCibmpany or any Affiliate pursuant to an Award;tstght shall be no greater than the r
of any unsecured general creditor of the ComparangrAffiliate.

10.11 Other Benefits. No compensation or benefit awarded to or redllaeany Participant under the Plan shall be iredifbr
the purpose of computing such Participant's comaims under any compensation-based retirementhitityaor similar plan of the Company
unless required by law or otherwise provided byhsotber plan.

10.12  No Fractional Shares. No fractional Shares shall be issued or delivgnersuant to the Plan or any Award, and the
Committee shall determine whether cash shall be ipdieu of any fractional Shares or whether sfrabtional Shares or any rights thereto
shall be canceled, terminated or otherwise elinehat

10.13  Headings. Headings are given to the Sections and subssatibthe Plan solely as a convenience to faadlitat
reference. Such headings shall not be deemedyivay material or relevant to the constructionrdgeipretation of the Plan or any provision
thereof.

10.14  Securities and Tax Law Compliance The Plan is intended to comply in all respedtd WRule 16b-3 or any successor
provision, as in effect from time to time, and lhewents the Plan shall be construed in accordarittethe requirements of Rule 16b-3. If any
Plan provision does not comply with Rule 16b-3 esehfter amended or interpreted, the provision sleatleemed inoperative. The Board, in
its absolute discretion, may bifurcate the Plaasto restrict, limit or condition the use of amgysion of the Plan with respect to persons who
are officers or directors subject to Section 1éhefExchange Act without so restricting, limitingaonditioning the Plan with respect to other
Eligible Persons. With respect to Options and S#ygpreciation Rights, the Company intends to hi#éneePlan administered in accordance
with the requirements for the award of “qualifiegfrformance-based compensation” within the meanirgection 162(m) of the Code. To the
extent applicable, the Plan and Award Agreemerit bbeanterpreted to the degree necessary to quddé Plan and any Award thereunder for
any exemption available under Section 409A of tbdeCand notwithstanding any provision of the Ptathe contrary, the Board may adopt
such amendments to the Plan and the applicable dvdgireements or adopt other policies or proced(inetuding amendments, policies and
procedures with retroactive effect) or take anyeotictions that the Board determines are necessappropriate to exempt the Plan and
Awards from Section 409A of the Code and/or presé¢ine intended tax treatment of the benefits pexbidith respect to the Awards.

10.15 Conditions Precedent to Issuance of SharesShares shall not be issued, and the Compankrsitdiave any liability for
failure to issue Shares, pursuant to the exercipayment of the purchase price relating to an Awaress such exercise or payment and the
issuance and delivery of such Shares pursuanttthshall comply with all relevant provisions of laincluding, without limitation, the
Securities Act, the Exchange Act, the rules andleggpns promulgated thereunder, the requiremeirdsp applicable Stock Exchange and the
Oregon Business Corporation Act. As a conditiothvexercise or payment of the purchase pricéimglto such Award, the Company may
require that the person exercising or paying thretpase price represent and warrant that the Shaedseing purchased only for investment
without any present intention to sell or distribateeh Shares if, in the opinion of counsel for@wnpany, such a representation and warrai
required by law.

10.16 No Obligation to Notify . The Company shall have no duty or obligatioartg holder of an Award to advise such holde
to the time or manner of exercising any rightsudtsAward. Furthermore, the Company shall havduty or obligation to warn or otherwise
such holder of a pending termination or expiratésuch an award or a possible period in whichAtvard may not be exercised. The
Company has no duty or obligation to minimize e consequences of an Award to the holder of swehrd.

10.17  Limitation on Liability . The Company shall not be liable to a Participardther persons as to: (a) the non-issuance or
sale of Shares as to which the Company has bedateutteobtain from any regulatory body having jdigsion the authority deemed by the
Company’s counsel to be necessary to the lawfubisse and sale of any Shares hereunder; and (hampnsequence expected, but not
realized, by any Participant or other person dubeaeceipt, exercise or settlement of any Awaethtgd hereunder.
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11. Effective Date and Duration.

11.1 Effective Date. This Restated Plan shall become effective agpoh the approval of the shareholders. No Awaathigd
under the Restated Plan to an officer who is stilbjeSection 16(b) of the Exchange Act (an “Offiger a director, and no Incentive Stock
Option under the Restated Plan, shall become esadalel, however, until the Restated Plan is apprbyetie affirmative vote of the holders of
a majority of the Shares represented at a sharefsofdeeting at which a quorum is present and acly Awards under the Restated Plan made
prior to such approval and not otherwise coverethbyPlan as in effect prior to this restatementldie conditioned on and subject to such
approval. Subject to this limitation, Awards maydranted and Shares may be awarded as bonus®d ander the Plan at any time after the
effective date and before termination of the Plan.

11.2 Duration . No Award shall be granted under the Plan afigthe tenth anniversary of the earlier of (i) da¢e on which
this Plan was adopted by the Board or (ii) the daitePlan was approved by the stockholders obpany, or (b) any earlier date of
discontinuation or termination established purst@r@ection 8.1 of the Plan. However, unless etfser expressly provided in the Plan or ir
applicable Award Agreement, any Award theretofarenged may extend beyond such date, and the amtlodthe Committee provided for
hereunder with respect to the Plan and any Awanis the authority of the Board to amend the Plaall #xtend beyond the termination of the
Plan.

Page 37 of 37




