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51 East Canpbel |l Avenue, Suite 145Canpbell, CA
95008
ANNUAL MEETI NG OF SHAREHOLDERSTO Be Hel d July 28, 2009
To Qur Sharehol ders:
You are cordially invited to attend the Annual Meeting of sharehol ders of
EnergyConnect Group, Inc., to be held on July 28, 2009 at EnergyConnectRl7;s
of fices at 51 East Canpbell Avenue, Suite 145, Canpbell, CA 95008, at 10:00
a.m, Pacific tinme.
At this neeting, you will be asked to (1) elect the directors of EnergyConnect,
(2) approve the restatenent of EnergyConnectR17;s 2004 Stock Incentive Plan to
nmake anmendnents and updates as necessary to conply with recent changes in
applicable aws and to provide additional flexibility and align the plan with
Ener gyConnect R17; s current practices and (3) transact such other business as
may properly cone before the annual neeting. It is very inportant that your
shares are represented at the neeting. Accordingly, whether or not you plan to
attend this neeting, we urge you to vote pronptly by returning the encl osed
proxy card. You may also vote via the internet or by tel ephone by follow ng
the instructions contained on the proxy card. Voting by proxy will not prevent
you fromvoting your shares in person if you subsequently choose to attend the
neeti ng.
Pursuant to changes to the federal securities |aws, EnergyConnect will now be
making its proxy material available on the internet rather than printing and
mailing these materials. On June 15, 2009 a Notice of Internet Availability of
Proxy Materials, commonly referred to as a R20; Noti ce and Access Card, R21; was
mai |l ed to sharehol ders. However, you do still have the right to receive your
proxy materials by nmail or e-mail if you request them and you continue to have
the right to vote by nail as well as by tel ephone and on the internet.
Al'l sharehol ders are encouraged to read this proxy statement, and the attached
exhibits, in their entirety and consider themcarefully in determ ning whether
to vote for these proposals.
You may revoke your proxy at any tine before it has been voted.
Thank you very nuch for your time and consideration in these natters.

Very truly yours,

ENERGYCONNECT GROUP, | NC

By: /s/ Randal | R Reed
Randall R Reed
Secretary
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95008
NOTI CE OF ANNUAL MEETI NG OF SHAREHOLDERSToO Be Held July 28, 2009

Notice is hereby given that EnergyConnect G oup, Inc., will hold its annua
neeting of shareholders on July 28, 2009. The neeting will be held at
EnergyConnect R17;s offices at 51 East Canpbell Avenue, Suite 145, Canpbell, CA
95008, at 10:00 a.m, Pacific time, for the purpose of considering and acting
upon the follow ng:

1. To elect six directors to serve until the next annual neeting of sharehol ders or
until their successors are duly elected and qualified;

2. To approve the restatenent of EnergyConnectRl7;s 2004 Stock |Incentive Plan
to nake anmendnents and updates as necessary to conply with recent changes in
applicable laws and provide flexibility for enpl oyee conpensation; and

3. To transact such other business as may properly cone before the Annual Meeting and any
adj our nnent or adj ournnents thereof.

Hol ders of common stock of record at the close of business on June 5, 2009 are
entitled to receive a Notice and Access Card and to vote at the annual neeting.
A complete list of shareholders will be open to exami nation of any sharehol der
at the Annual Meeti ng.

The Annual Meeting will start pronptly at 10:00 a.m To avoid disruption

adnmi ssion may be limted once the nmeeting begins.

ENERGYCONNECT GROUP, | NC

By: /s/ Randal | R Reed
Randal | R Reed
Secretary

[ MPORTANT: | T I'S | MPORTANT THAT YOUR SHARES BE REPRESENTED REGARDLESS OF THE
NUMBER OF SHARES YOU MAY HOLD. WHETHER OR NOT YOU PLAN TO ATTEND THE
ANNUAL MEETI NG | N PERSON, PLEASE COMPLETE THE ENCLOSED PROXY CARD OR
VOTE VI A THE | NTERNET OR TELEPHONE BY FOLLOW NG THE ENCLOSED
I NSTRUCTI ONS.  VOTI NG PROMPTLY W LL ENSURE A QUORUM AND SAVE THE
COVPANY THE EXPENSE OF FURTHER SCLI Cl TATI ON. EACH PROXY GRANTED MAY
BE REVOKED BY THE SHAREHOLDER APPO NTI NG SUCH PROXY AT ANY TI ME
BEFORE IT IS VOTED.

PROXY STATEMENT
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This Proxy Statement is furnished to the holders of the shares of comon stock
in connection with the solicitation of proxies for use at the annual neeting.
The annual neeting of Sharehol ders of EnergyConnect Group, Inc. (the

R20; Company, R21; R20; Ener gyConnect, R21; R20; ECNG R21; R20; we, R21; R20; us, R21;
or R20;ourR21;) will be held on July 28, 2009, at the offices of EnergyConnect
at 51 East Canpbell Avenue, Suite 145, Canpbell, CA 95008, at 10:00 a.m,
Pacific tinme (the R20; Annual MeetingR21;). The enclosed form of proxy is
solicited by the Board of Directors of EnergyConnect (the R20; BoardR21;), and

the cost of the solicitation will be borne by EnergyConnect. The costs and
expenditures of the solicitation are not expected to exceed the amount nornmally
expended for these types of proposals. |In addition to solicitation by nail

some of EnergyConnectRl7;s directors, officers, and regul ar enpl oyees may
solicit proxies personally or by tel ephone or other nmeans without additiona
conpensation. Wen the proxy is properly executed and returned, the shares of

conmon stock it represents will be voted as directed at the Annual Meeting or
any postponenent or adjournment of the Annual Meeting. |If no direction is
i ndi cated, those shares of common stock will be voted R20; FORR21; the proposals

set forth in the attached Notice of Annual Meeting of Sharehol ders. Any
Shar ehol der giving a proxy has the power to revoke it at any time before it is
voted at the Annual Meeting. Al proxies delivered pursuant to this
solicitation are revocable at any tinme at the option of the persons executing
them by giving witten notice to the Secretary of EnergyConnect, by delivering
a later-dated proxy or by voting in person at the Annual Meeting. The nmmiling
address of the principal executive offices of EnergyConnect is 51 East Canpbel
Avenue, Suite 145, Canpbell, CA 95008. The Notice and Access Card directing
sharehol ders to this Proxy Statenent, the attached notice of Annual Meeting of
Shar ehol ders, and the acconpanyi ng proxy card, attached hereto as Appendi x A,
is first being mailed to Sharehol ders on or about June 15, 2009.
RECORD DATE AND SHARES ENTI TLED TO VOTE
Only hol ders of common stock of record as of the close of business on June 5,
2009 will be entitled to vote at the Annual Meeting. As of the record date,
Ener gyConnect had out standi ng 95, 179, 963 shares of common stock held by 206
shar ehol ders of record. Holders of conmon stock on the record date are
entitled to one vote for each comon share of stock held on any nmatter that may
properly come before the Annual Meeting. All issued preferred stock of
Ener gyConnect has, in accordance with the Articles of |ncorporation
automatically converted to commopn stock prior to the record date and any
sharehol ders that are in possession of preferred certificates are entitled to
one vote for each share of common stock into which such share of preferred
stock has converted into (rounded to the nearest whole share) on any natter
that may properly cone before the Annual Meeting. Anyone hol ding preferred
certificates can surrender those certificates to EnergyConnect and ask that
conmon share certificates be issued.
QUORUM AND VOTI NG REQUI REMENTS
The presence in person or by proxy of the holders of the majority of the shares
of comon stock i1ssued and outstanding as of the record date and entitled to
vote at the Annual Meeting is necessary to constitute a quorum at the Annua
Meeting. Abstentions with respect to any proposal under consideration at the
Annual Meeting will be counted for purposes of establishing a quorum If a
guorumis present, abstentions will have no effect on the voting. As of the
record date, the directors and the executive officers of EnergyConnect owned an
aggregate of approximately 11.5% of the outstandi ng shares of conmon stock
Shares of common stock held by nom nees for beneficial owners will be counted
for purposes of determ ning whether a quorumis present if the nom nee has the
di scretion to vote on at |east one of the matters before the Annual Meeting
even if the nom nee nay not exercise discretionary voting power with respect to
other matters and voting instructions have not been received fromthe
benefici al owner.
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ELECTI ON OF DI RECTORS

(Proposal 1)

In accordance with the ConmpanyR17;s Byl aws, the Board of Directors shal

consi st of no fewer than three and no nore than el even directors, the specific
nunber to be determ ned by resolution adopted by the Board of Directors. The
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Board of Directors has set the nunber of directors at six (6). Directors wll
serve until the next annual neeting of shareholders or until their successors
are duly elected and qualified.

NOM NEES FOR DI RECTOR

The nanes and certain information concerning the nonm nees for director are set
forth below. Shares represented by the proxies will be voted for the election
to the Board of Directors of the persons named bel ow unl ess authority to vote
for a particular director or directors has been withheld in the proxy. 1In the
event of the death or unavailability of any nom nee or noni nees, the proxy

hol ders will have discretionary authority under the proxy to vote for a
substitute nom nee. Proxies may not be voted for nore than six nom nees. The
Board of Directors has nomi nated the persons nanmed in the following table to be
el ected as directors.

NAMVE OF NOM NEE POSI TI ON W TH THE COVPANY SERVED AS A DI RECTOR SI NCE AGE
Kevin R Evans Director, President and Chief January 5, 2009 51
Executive Oficer
WIlliam C MCornm ck Chairnman of the Board February, 2004 75
Rodney M Boucher Director Cct ober, 2005 65
John P. Metcalf Director June 29, 2007 58
Gary D. Conl ey Director February, 2006 48
Kurt E. Yeager Di rector May 10, 2007 69

There is no famly relationship anmong any of the directors or executive

of ficers of the Conpany.

KEVIN R. EVANS was appointed as a director on January 5, 2009. M. Evans
currently serves as EnergyConnectR17;s President and Chief Executive Oficer.
Prior to starting at EnergyConnect, M. Evans served as the Chi ef Busi ness
Oficer and the Chief Financial Oficer at the Electric Power Research
Institute (EPRI) from 2003 to 2008. From 1999 to 2003 he was Chi ef Financial
Oficer for PlaceWare, Inc. when it was acquired by Mcrosoft. M. Evans al so
served as VP Finance and Operations and CFO for Sequel, Inc., a VC funded MBO
of MemorexR17;s disc drive business which he subsequently sold to Sol ectron.
M. Evans held his first CFO position for Madge Networks, N. V., which devel oped
and manufactured ATM Ethernet, |1SDN and Token Ri ng networking technol ogy. He
has hel d a nunber of finance and managenent positions for Merisel, Inc., Kerr
d ass Manufacturing Corp., Wells Fargo Bank, N. A and ARA Services, Inc. M.
Evans hol ds a dual bachel orR17;s degree in Econonics and Managenent from Sonoma
State University and a masterR17;s in Business Adninistration from San Di ego
State University.

WLLIAM C. MCCORM CK served as CEO of Mcrofield Goup prior to acquiring

Ener gyConnect, Inc. until the two conpanies nerged. M. MCorm ck was Chief
Executive O ficer and Chairman of the Board of Directors of Precision
Castparts, Corp., a publicly traded aerospace conpany, from August 1994 to
August 2002. He originally joined Precision Castparts in April 1985. Prior to
Preci sion Castparts, he spent 32 years at General Electric in various

busi nesses, including GE Aircraft Engines, Carboloy Systems, Distribution

Equi prent, and Industrial Electronics. M. MCormck serves on the board of
directors of Merix Corporation, a publicly traded manufacturer of high
performance i nterconnect products. He serves on the boards of several other
R20; for profitR21; and non-profit conpanies. M. MCormck holds a BS in

Mat henmatics fromthe University of Cincinnati.

RODNEY M BOUCHER was the founder and CEO of EnergyConnect, Inc. fromits
inception in 1998 to the end of 2008. Before form ng EnergyConnect, M.
Boucher served as Chi ef Executive Oficer of Cal pine Power Services and Seni or
Vi ce President of Cal pine Corporation from1995 to 1998. He served as Chi ef
Qperating Oficer of Citizens Power and Light and held a nunber of senior
managenent positions with PacifiCorp and United ||l unm nating Conpany incl uding
Chief Information Oficer, Vice President of Operations, Vice President of
Power Resources, and Director of Engineering. M. Boucher holds an AMP
certificate from Harvard Busi ness School, an M5 in electrical engineering from
Renssel aer Pol ytechnic University and a BS from Oregon State University. M.
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Boucher is a nenber of several non-profit boards and a senior fellow of the
Ameri can Leadershi p Forum
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JOHN P. METCALF was el ected as a director in June 2007. Since Novenber 2002,
M. Metcalf has been a Partner with Tatum LLC, the | argest executive services
and consulting firmin the United States. M. Metcalf has 19 years experience
as a CFO, nost recently at ESI, a provider of high-technol ogy manufacturing
equi prent to the gl obal electronics market. Prior to ESI, M. Mtcalf served as
CFO for Siltronic, WaferTech, Siltec Corporation, and OKI Sem conductor. M.
Met cal f began his career at AMD, where he worked for el even years in a nunber
of finance managerial positions including Director and Controller of North
American Qperations. M. Metcalf also currently serves on the Board of
Directors and is Chairman of the Audit Committee for ParkerVision. M. Metcalf
hol ds both a BS in Business Adm nistration and an MBA from U. C. BerKkl ey.
GARY D. CONLEY was el ected as a director in Decenber 2005. He is Chairnman and
CEO of H2CGo, a renewabl es research and devel opnent conmpany. M. Conley is
founder, former CEO and currently Chairman of Sol Focus, a sol ar conpany
conmer ci al i zi ng advanced concentrator sol ar technology. He served as CEO of
CGui deTech, a manufacturer of sem conductor test equipnment fromJuly 2003 to
February 2005. He was Senior Vice President in charge of the Menory Test
Di vi sion at Credence Corporation, a manufacturer of sem conductor test
equi prent, from May 1993 to Novenber 1996. M. Conley was President of EPRO a
manuf act urer of sem conductor test equi prment from January 1990 to May 1993, at
which tine the business was sold to Credence. M. Conley has been an active
investor in early stage, advanced technol ogy conpanies. He sits on the boards
of several companies.
KURT E. YEAGER was el ected as a director in May 2007. M. Yeager has nore than
30 years of experience in the energy industry and energy research and was the
past President and Chief Executive O ficer of the Electric Power Research
Institute (R20; EPRIR21;), the national collaborative research and devel opnent
organi zation for electric power. Under M. YeagerRl7;s |eadership, EPR
evolved froma non-profit electric power research institute into a famly of
conpani es enconpassi ng col | aborative and proprietary R&D as well as technica
solution applications for the electricity enterprise in the U S. and over 40
ot her countries. As CEOQO M. Yeager also led the electricity enterprise-w de
col | aborative devel opnent of the |andmark El ectricity Technol ogy Roadmap, and
the Electricity Sector Framework for the Future. M. Yeager also served as the
director of Energy R&D Planning for the EPA Ofice of Research. He was with
the M TRE Corporation as associ ate head of the Environmental Systens
Departnment. M. Yeager recently released his book, Perfect Power: How the
M crogrid Revolution WII Unl eash C eaner, Geener, Mre Abundant Energy. THE
BOARD OF DI RECTORS RECOMVENDS A VOTE FOR ALL OF THE NOM NEES.
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RESTATEMENT OF ENERGYCONNECTRL17; S 2004 STOCK | NCENTI VE PLAN

(Proposal 2)

The ConpanyR17;s Board of Directors has adopted resol uti ons approving,

decl ari ng advi sabl e and reconmendi ng that the ConpanyRl7;s sharehol ders approve
a restatenent of EnergyConnectRl7;s 2004 Stock Incentive Plan (the
R20; Pl anR21;) to authorize certain anendnents and updates to better take into
account recent changes in applicable securities and tax |aws, regulations and
rules and to allow for greater flexibility in enpl oyee conpensation

The purpose of the Plan is to enable the Conpany to attract and retain the
services of (1) selected enpl oyees, officers and directors of the Conmpany or of
any subsidiary of the Conpany and (2) sel ected non-enpl oyee agents,

consul tants, advisors, persons involved in the sale or distribution of the
ConpanyR17; s products and services and i ndependent contractors of the Conpany
or any subsidiary. The CompanyR17;s Board of Directors believes that such a
plan is necessary to align the interests of such persons with the interests of
the ConpanyR17;s sharehol ders, which will increase their incentive to inprove
the ConpanyR17;s performance. The Plan is adm nistered by the Conpensation
Conmittee, whose nenbers are non-enpl oyee directors that are appointed by the
Board. The Committee selects recipients, nmakes grants of options, stock
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appreciation rights, stock bonuses, restricted stock and restricted stock units
(collectively R20; AwardsR21;) and adopts regul ati ons and procedures for the

Pl an.

Pur pose and Rationale for the Proposed Restatenent

The Board has determ ned that anendnents and updates to the Plan are advisable
or necessary to conply with applicable securities and tax |aws, regulations and
rules and current practice. Wile the format and sone of the wording of the

Pl an has been changed in the proposed restated plan, attention has been given
to avoid any adverse inpact on existing Amards or to expand the scope of the

Pl an.

Several of these amendnents specifically address the recent addition of Section
409A to the Internal Revenue Code (R20; CodeR21;). Section 409A provides that
unl ess a nonqual i fied deferred conpensati on R20; pl anR21; is exenpt fromits
provisions or conplies with certain rules regarding the timng of deferrals and
distributions, all amunts deferred under the plan for the current year and al
previ ous years become inmediately taxable, plus interest and a 20% penal ty tax,
when and to the extent the conpensation is not subject to a R20;substantia

risk of forfeitureR21; and has not previously been included in gross incone.
Several provisions of the proposed anended and restated Plan are intended to
clarify that the Plan and its benefits are exenpt from Code Section 409A.
Provi si ons were added or revised to address and conply with Rule 16b-3 of the
Securities Exchange Act of 1934 relating to insider trading or short sw ng
profiting and provisions were expanded to address the conpensation limtations
of Code Section 162(n) and the use of performance-based awards.

Certain provisions or features under the Plan that have not been used during
the Pl anR1l7;s existence are being renoved, e.g., foreign grants and additiona
cash bonuses tied to action by the recipient in connection with the receipt by
or the exercise of the recipientRl7;s rights under another Award.

Provisions relating to the possibility of a cashless exerci se were expanded and
provi si ons absol ving the Conpany of responsibility to take certain actions to
warn or otherw se notify the participant of his/her rights in how to exercise
or preserve the cashless exercise or to insure or mnimze tax consequences
that flow fromthe receipt of or exercise of rights under the Plan

A copy of the Restated 2004 Stock Incentive Plan incorporating these changes is
attached to this Proxy Statenent as Appendi x B

Ef fect of the Proposed Restatenent

The proposed restatement of the Plan will add protections for the Conmpany not
previously contained in the Plan, elim nate unused provisions and nore
specifically address the securities and tax |laws, regul ations and rul es. | f

the ConpanyR17;s sharehol ders approve the Restated 2004 Stock Incentive Plan,
it have an effective date of Decenber 31, 2008
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Requi red Approval s
No ot her approvals are required to restate the Plan as set forth above. THE
BOARD OF DI RECTORS RECOMMENDS A VOTE FOR THE PROPOSED RESTATEMENT OF
ENERGYCONNECTR17; S 2004 STOCK | NCENTI VE PLAN.
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BOARD OF DI RECTORS MEETI NGS AND COWM TTEES During the year ended January 3,
2009, the Board of Directors held fourteen board neetings, the Audit Committee
held five neetings, the Conpensation Conmittee held three neetings, and the
Nom nati ng and Governance Committee held three neetings. Each conmttee nenber
is a non-enpl oyee director of the Conpany who neets the independence

requi rements of applicable law. Each of our incunbent directors attended at

| east 75% of the total number of Board of Directors neetings and commttee
neetings on which he served during 2008. W have adopted a policy encouraging
our directors to attend annual neetings of stockhol ders and believe that
attendance at the annual neeting of shareholders is inportant. Two of our
directors attended our annual sharehol der neeting held on Septenber 14, 2008.
Al t hough the Board of Directors has not adopted a formal process for

sharehol ders to send comunications to the Board, any sharehol der nmay send
comuni cations to WIliam MCorm ck, Chairman of the Board. Such

comuni cations nust be nmailed to Bill Minger, c/o EnergyConnect G oup, Inc.
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5335 SW Meadows., Suite 325, Lake Oswego, Oregon 97035. As the Board believe
this process allows shareholders to communicate effectively with the Board, the
Board has determned that a fornmal process is not needed at this tine.

Qur Board of Directors has three standing conmittees, each of which is

descri bed bel ow.

Audit Committee

Three i ndependent directors of the Corporation conmprise the Audit Committee of
the Board of Directors. The nenbers of the Audit Comm ttee, Messrs. Metcalf,
Yeager and McCormick. M. MCorm ck was appointed to the Audit Conmittee on
Cct ober 1, 2008, replacing Phillip G Harris. The Board of Directors has
determ ned that Messrs. Harris, Yeager, Metcalf, and MCormi ck are independent.
The Board of Directors has also determined that M. Metcalf is an R20;audit
conmittee financial expertR21; as defined in Securities and Exchange Comi ssion
(R20; SECR21;) rules. The Audit Conmittee net five times during the fiscal year
2008 coincident with the filing of SEC quarterly Forns 10-QSB and ot her press
rel eases involving financial matters. The Audit Committee operates under the
Audit Conmmittee Charter that was adopted by the Board of Directors, a copy of
whi ch i s posted and can be viewed in the R20;InvestorsR21; section of our

websi te at www. ener gyconnecti nc. com

The purpose of the Audit Conmittee is to provide assistance to the Board of
Directors in fulfilling its responsibility to:

(s) Monitor the integrity of EnergyConnectR17;s financial reporting process and
systens of internal controls regarding accounting and finance;

(s) Monitor the independence and performance of the EnergyConnectRl7;s independent auditors;

(s) Provide an avenue of free and open conmuni cation anong the independent auditors, nanagenent
and board of directors;

(s) Review any conflict of interest situation brought to the commtteeRl7;s attention; and

(s) Review EnergyConnect Rl7;s approach to business ethics and conpliance with the | aw.

In connection with EnergyConnectRl17;s financial statements for the year ended
January 3, 2009, the Audit Committee:

(s) Reviewed and di scussed with managenent and the independent auditors the audited financial
st at enent s;
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(s) Discussed with the independent auditors, who are responsible for expressing
an opinion on the conformty of those audited financial statements with
accounting principals generally accepted in the United States, their
judgments as to the quality, not just the acceptability, of
Ener gyConnect R17; s accounting principals and such other matters as are
required to be discussed with the Audit Conmittee under generally accepted
audi ti ng standards (including Statenment on Auditing Standards No. 61);

(s) Received witten disclosures and a letter fromthe i ndependent auditors as
requi red by I ndependence Standards Board Standard No. 1 and di scussed the
audi torsR17; independence with the auditors; and

(s) Recommended to the Board of Directors (and the Board has approved) that
Ener gyConnect include its audited financial statenents for the year ended
January 3, 2009 in its Annual Report on Form 10-K

This report is submtted on behalf of the nenbers of the Audit Committee:

John P. Metcalf
Kurt E. Yeager
WIlliam C. MCorm ck

Page 9 of 39

Nom nati ng and Governance Conmittee On August 21, 2007, the board of directors
appoi nted M. Yeager as chairman of the Nominating and Governance Committee,
joining Messrs. Conley, Metcalf and McCorm ck as nenbers of that Comittee.

M. Conley left the Commttee as of Cctober 1, 2008. The current policy
requires that the Nomi nating and Governance Comittee consist of at |east two

i ndependent Board Menbers. The Nominating and Governance Conmittee net three
times during the fiscal year 2008. The goal of the Nomi nating and Governance
Conmittee is to assure the conposition, practices and operation of the Board
contribute to value creation and effective representation of the ConpanyRl7;s
sharehol ders. I n assessing potential new Directors, the Committee considers

i ndi viduals fromvarious disciplines and diverse backgrounds. The selection of
qualified Directors is conplex and crucial to the ConmpanyRl7;s |ong-term
success. Potential Board candi dates are eval uated based upon various criteria,
such as (1) their broad-based business, governnental, non-profit, or

prof essional skills and experiences that indicate whether the candidate will be
able to make a significant and i medi ate contribution to the BoardRl7;s

di scussion and decision-nmaking in the array of conplex issues facing the
Conpany; (2) exhibited behavior that indicates he or she is conmitted to the

hi ghest ethical standards and the values of the Company; (3) special skills,
expertise, and background that add to and conpl ement the range of skills,
expertise, and background of the existing Directors; (4) whether the candi date
will effectively, consistently, and appropriately take into account and bal ance
the legitimate Interests and concerns of all our sharehol ders and ot her

st akehol ders in reachi ng decisions; and (5) a gl obal business and socia
perspective, personal integrity, and sound judgnent. In addition, Directors
must have tine available to devote to Board activities and to enhance their
know edge of the Company and its subsidiary EnergyConnect, Inc. To assist in

10
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the identification and evaluation of qualified D rector candidates, the
Cor porati on on occasion has engaged a search firm The Nom nating and
Governance Committee will annually review the nenmbership criteria and nodify
them as appropriate. The Committee al so considers the applicabl e i ndependence
requirenments and the current conposition of the Board in its decision to
nom nate an individual. The Nom nating and Governance Commi ttee does consi der
di rector candi dates recommended by sharehol ders. Sharehol der recomendati ons
for director candidates to be elected at the ConpanyRl7;s 2010 annual neeting
nmust be delivered, in witing, at the conpanyRl7;s principal office, by or
bef ore March 14, 2010. The Committee applies the sane criteria set forth above
in evaluating director candi dates recommended by sharehol ders. The Nomi nati ng
and Governance Conmittee has a adopted a charter. This charter, as well as our
Code of Ethics, is posted and can be viewed in the R20;1nvestorsR21; section of
our website at www. energyconnectinc.com Conpensation Conmmttee The
Conpensation Conmittee consisted of Messrs. Conley, as Chairman, Yeager and
Metcal f as Conmittee nenbers. Al three nmenbers were appointed to their
positions on Novermber 29, 2007. The Conpensation Conmttee formally net three
times during the year and had nunerous infornmal neetings and di scussions
t hroughout 2008. The Conmittee determ nes the conpensation |evel, option
grants and ot her conpensation for our executive officers.
Conpensation Conmittee Interlocks and Insider Participation During our 2008
fiscal year, no nenber of our Conpensation Conmittee had a position as an
of ficer of our conpany. None of the nenbers of our Conpensation Conmmttee had
any other relationship with us. During the fiscal year ended January 3, 2009,
one of our executive officers, Rod Boucher served as a director on the board of
Sol focus, Inc. whose Chief Executive Officer, Gary Conley, sits on the
Conpensation Conmittee of our conmpany. At the Novenber 29, 2007 board of
directors neeting, M. Conley resigned fromthe Conpensation Comm ttee and
rejoined as chairman of that Conmmttee on Cctober 1, 2008. No other executive
of ficers of EnergyConnect serves as a: A menber of the Conpensation
Conmittee (or other board conmttee perform ng equivalent functions or, in the
absence of any such commttee, the entire board of directors) of another
entity, one of whose executive officers served on our Conpensation Comittee;
B. director of another entity, one of whose executive officers served on our
Conpensation Conmittee; or C as a nmenber of the Conpensation Conmittee (or
ot her board comittee perforning equival ent functions or, in the absence of any
such committee, the entire board of directors) of another entity, one of whose
executive officers served as our director.
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Conpensation Di scussion and Anal ysis

We bel i eve our success depends on the continued contributions of our naned
executive officers. Personal relationships are very inportant in our industry.
Qur nared executive officers are primarily responsible for nany of our
critical customer and supplier relationships. The maintenance of these
relationships is critical to ensuring our future success. Therefore, it is

i mportant to our success that we retain the services of these individuals and
prevent them from conpeting with us should their enploynent with us terni nate.
Qur conpensation prograns are designed to provide our naned executive officers
conpetitive salaries, short term bonus opportunities, and long termequity
incentives. Qur goal is to provide our naned executive officers with
incentives that are aligned with the performance of our business and the
performance of our conmon stock. Qur salary amobunts are intended to be
conpetitive with simlarly situated conpanies.

Qur conpensation plan consists of the foll owi ng conponents: salary, annua

i ncentive bonus and long termequity incentives. The details of each these
conponents are described in the tables and narrative bel ow

Qur conpensation plan is ainmed to further our belief that that retaining these
officers is inperative to our success. The long-termequity incentive plan
under which options are issued, is designed to award activities that increase

the trading price of our common stock. The managenent incentive bonus plan is
designed to reward increases in our earnings before interest, taxes, and
anortization.

Conpensation Conmittee Report

The Conpensation Conmmittee is conprised of three i ndependent non-enpl oyee
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directors. The Committee sets the principles and strategies it serves to guide
the design of our conpensation plans and prograns. The Conmittee will annually
eval uate the performance of our CEO and the other named executive officers.
Taki ng their perfornmance eval uations into consideration, the Comittee will
establ i sh and approve their conpensation |evels, including base salary, annua
bonuses, and equity incentives. The Conmittee net three times during the year
and consi dered conpensation plans and progranms entered into between
Ener gyConnect and the CEO and nanmed executive officers.
Qur Conpensation Phil osophy and Pl ans
Qur executive conpensation programis designed to attract and retain superior
executive talent, to provide incentives and rewards to executive officers who
will contribute to our long-termsuccess and to closely align the interests of
executives with those of our stockholders. The Conpensation Committee revi ews
our executive conpensation plans and prograns through the application of the
busi ness judgnent of each of its nmenbers. The Conpensation Comittee uses
di scretion and considers an executiveRl7;s entire conpensati on package when
setting each portion of conpensation, which is based upon corporate goals and
performance, individual initiatives and performance, and overall narket
consi derations. The principal elements of our executive conpensation program
consist of: (i) annual base salary, (ii) participation in our managenent
i ncentive plan that provides for an annual bonus, and (iii) equity incentive
pl an.
Base Sal aries. Annual base salaries for executive officers are initially
determ ned by evaluating the responsibilities of the position and the
experi ence and know edge of the individual. Al so taken into consideration is
the conpetitiveness of the marketplace for executive talent, including a
conpari son of base annual salaries for conparable positions at peer conpanies.
Stock Incentive Plan. The Anended 2004 Stock Incentive Plan permits the grant
of incentive stock options, non-qualified stock options, restricted stock
restricted stock units, performance shares, stock appreciation rights (SARS)
and ot her conmmon stock-based awards to our executive officers. Options to
purchase our common stock and/or SARS have been issued to each executive
officer as further set forth below in the R20; Summary Compensation Tabl eR21;
The options and SARS both have an exercise price equal to the fair market val ue
of our common stock on the grant date. The Conpensation Commttee believes
that equity incentives help align the interests of the executives with those of
the stockhol ders and provide incentives for the executives to create long-term
val ue for our stockhol ders.
Section 162(n) Section 162(m of the Internal Revenue Code, provides that
conpensation I n excess of $1,000,000 paid to the President and CEO or to any of
the other four nost highly conpensated executive officers of a public conpany
wi Il not be deductible for federal incone tax purposes unless such conpensation
sati sfies one of the enunerated exceptions set forth in Section 162(m. The
Conpensation Conmittee has revi ewed our conpensation plans and progranms with
regard to the deduction linmtation set forth in Section 162(n). Based on this
review, the Conpensation Comm ttee anticipates that the annual bonus, long term
i ncentive plan bonus and gain, if any, recognized by our CEO and naned
executive officers upon the exercise of stock options or SARS neet the
requi rements for deductibility under Section 162(m of the Code.
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Conpensation of the Chief Executive Oficer. M. Boucher was paid an annual

sal ary of $300,000 in 2008 and was eligible for an annual bonus if our

financial targets were achieved. The anpbunt of the annual bonus is determ ned
using a floating percentage of annual base sal ary based on the |evel of

attai nment of various financial metrics.

Recent Changes to Executive Conpensation. Subsequent to the ConpanyR17;s
fiscal year ending January 3, 2009, certain of the ConpanyR17;s executive
officers agreed to a reduction in salary in exchange for options to purchase
the ConpanyR17;s conmon stock. Kevin R Evans, who was appoi nted President and
Chi ef Executive O ficer of the Conpany on January 5, 2009, agreed to reduce his
annual salary from $300,000 to $225,000 i n exchange for a grant of five hundred
t housand stock options exercisable at $0.05 per share. Randall R Reed, the
ConpanyR17;s Chief Financial Oficer and Secretary, agreed to reduce his annua
salary from $208, 000 to $170, 000 i n exchange for a grant of two hundred
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t housand stock options exercisable at $0.05 per share.

The Conpensation Conmmittee:
M. Gary Conl ey
M. Kurt Yeager
M. John Metcal f
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EXECUTI VE OFFI CERS OF THE REG STRANT
The nanes, ages and positions of the ConpanyRl17;s executive officers are as
fol | ows:

NAME AGE CURRENT PCSI TION(S) W TH COVPANY
Rodney M Boucher 65 Chi ef Executive O ficer* and
Di rect or
Gene Aneduri 43 President and Director**
Randall R Reed 52 Chief Financial Oficer & Secretary

* M. Boucher resigned as Chief Executive Oficer of the Conpany effective January 5, 2009 and he
remai ned on the Board of Directors. Kevin R Evans was appoi nted President and Chi ef Executive
Oficer of the Conpany on that date.** M. Ameduri resigned as President of EnergyConnect, Inc.
effective March 6, 2009, and resigned fromthe Board of Directors effective April 1, 2009.

Sunmary Conpensation Tabl e
The following table provides certain sumrary information concerning
conpensati on awarded to, earned by or paid to our Chief Executive Oficer and
ot her executive officers of our Conpany whose total annual salary and bonus
exceeded $100, 000 (collectively, the R20; naned officersR21;) for fiscal years
2008, 2007 and 2006.

Al
O her
tion Conpensati on
Name & Princi pal Year Salary ($) Awards ($) * (9) Total (9)
Posi tion
Rodney M Boucher (1) 2008 300, 000 61, 334 13, 974 375, 308
Chi ef Executive Oficer 2007 300, 000 41, 430 12, 415 353, 845
and Director
2006 300, 000 2,771 12, 415 315, 186
Randall R Reed (2) 2008 208, 000 61, 334 1, 469 270, 803
Chi ef Financial Oficer 2007 208, 000 34, 349 - 242, 349
2006 208, 000 19, 250 - 227, 250
Gene Armeduri (3) 2008 200, 000 43, 234 6, 666 249, 900
Presi dent of ECI and 2007 200, 000 16, 249 5, 736 221,985
Di rector
2006 200, 000 1, 150 5, 736 206, 886
John Strenel (4) 2008 180, 000 25, 639 224,429 (5) 430, 068
Seni or Vice President 2007 180, 000 7, 649 99, 746 (5) 287, 395
2006 180, 000 501 501 180, 501

* Amounts represented stock-based conpensation expense for fiscal year 2008
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under SFAS 123R as discussed in Note 2, R20; St ock-Based Compensati onR21; of
the Notes to Consolidated Financial Statements included el sewhere in this
annual report.

(1) M. Boucher was appointed our Chief Executive Oficer on Cctober 13, 2005
and President of EnergyConnect G oup, Inc. on February 27, 2008. M.
Boucher resigned as CEO of the Conpany effective January 5, 2009, and is
now a consultant to the Conpany. M. Boucher renmi ned on the Board of
Directors.

(2) M. Reed was appointed our Chief Financial Oficer on Septenber 19, 2005.

(3) M. Aneduri was appointed President of ECI on Cctober 13, 2005.

(4) M. Strenel was appointed Senior Vice President on October 13, 2005.

(5) This income is the result of gains upon the exercise of non-statutory stock
options received by M. Strenel at the acquisition date of EnergyConnect.
M. Strenel exercised 575,460 options in 2008 and 383, 640 options in 2007.
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Enmpl oyment Agreements with Named Executive O ficers

As of January 3, 2009, we had not entered into enploynment agreenents with any
of our executive officers. On January 5, 2009 the Conpany appointed Kevin R
Evans President and Chief Executive Oficer, and a director. Pursuant to an
enpl oyment agreenent, the Conpany agreed to pay M. Evans an annual base sal ary
of $300,000. M. Evans also received a grant of four mllion stock options
exerci sabl e at $0.12 per share. Pursuant to a change in control agreement, the
Conpany has agreed to pay M. Evans twel ve nonths of severance pay upon a
change in control or upon M. Evans termination w thout cause, or his
resignation for good reason. As set forth above, M. Evans subsequently agreed
to a reduce his annual salary to $225,000 in exchange for a grant of five
hundr ed t housand stock options exercisable at $0.05 per share.

OQUTSTANDI NG EQUI TY AWARDS AT FI SCAL YEAR- END

The following table sets forth information with respect to grants of options to
pur chase our conmmon stock under our Stock Incentive Plan to the named officers
as of January 3, 2009.

Nare Nurmber of Securities Nunmber of Securities Option Exercise Option
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Under | yi ng Unexerci sed Underlying Price ($) Expiration Date
Options (#) Unexerci sed Options
Exerci sabl e (#) Unexercisabl e
Rodney M 135, 417 364, 583 $ 0.94 11/ 29/ 12
Boucher
122, 396 112, 604 $ 0.65 11/ 21/ 11
Randal | R 40, 625 109, 375 $ 0.94 11/ 29/ 12
Reed
50, 781 46, 719 $ 0.65 11/ 21/ 11
16, 667 83, 333 $ 0.84 8/ 23/ 10
Gene Aneduri 40, 625 109, 375 $ 0.94 11/ 29/ 12
50, 781 46, 719 $ 0.65 11/ 21/ 11
John Strenel 27,083 72,917 $ 0.94 11/ 29/ 12
22,135 20, 365 $ 0.65 11/21/11
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DI RECTOR COMPENSATI ON During the year ended January 3, 2009, the Board of
Directors voted to increase the conpensation paid to i ndependent directors.
Previous to this change, independent directors were paid $500 per fornal

i n-person neeting. Meetings attended by tel ephone were not conpensat ed.
Starting with the third quarter of 2008, the independent directors are to be
paid quarterly, one fourth of an annual retainer. These annual retainers were
set at $40,000 for the Chairman and $20, 000 for independent directors. Each

i ndependent director is also to be conmpensated for his or her participation on
board conmttees and for duties as a commttee chair. These annual retainers
range from $2,000 to $3,000 for comrittee participation, and from $6,000 to
$9, 000 for chairmanship of a board comm ttee.

The following table sets forth summary infornmation concerning the tota
conpensation paid to our independent directors in 2008 for services to our
conpany. No stock option awards were granted to directors during 2008.

Nanme Fees Earned or Paid in Cash ($) Option Awards ($) Total ($)
WIlliam C. MCormck $ 11, 750 $ 11, 750
Gary D. Conl ey $ 7,875 $ 7,875
Kurt E. Yeager $ 8,875 $ 8,875
John P. Metcalf $ 9,375 $ 9,375
Phillip G Harris (1) $ 1,000 $ 1,000

(1) M. Harris resigned fromthe board of directors on Septenber 1, 2008.
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SECURI TY OAMNERSHI P OF CERTAI N BENEFI Cl AL OANERS AND MANAGEMENT

The following table sets forth certain information regarding the beneficia
owner shi p of our Commbn Stock as of January 3, 2009 as to (i) each person who
is known by us to own beneficially nore than 5% of the outstandi ng shares of
any class of our common or preferred stock, (ii) each of our directors, (iii)
each of the executive officers naned in the Summary Conpensation Tabl e bel ow
and (iv) all directors and executive officers as a group. Except as otherw se
noted, we believe the persons |isted bel ow have sol e investment and voting
power with respect to thecommon Stock owned by them

Conmmon St ock and Common St ock Equi val ents
Fi ve Percent Sharehol ders, Directors, Equi val ent Conmon Appr oxi mate Voting
Director Nomi nees and Certain Executive Shares Beneficially Per cent age (2)
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Oficers

(3)

(4)

(5)

(6)

(7

(8)

(9)

(10)

(11)

(12)

(13)

(14)

* Less than 1%

Brecken Capital LLC346
Hart shorn Dr. Short

Hlls, NJ 07078

CCM Master Qualified
Fund, Ltd.

One North Wacker Drive,
Suite 4350Chi cago, IL
60606

Robert J. Jeseni k5300
Meadows Rd., Suite
400Lake Oswego, OR 97035
Rodney M Boucher 5335
Meadows Rd., Suite
325Lake Oswego, OR 97035
Randal| R Reed5335
Meadows Rd., Suite
325Lake Oswego, OR 97035
Cene Ameduri 5335 Meadows
Rd., Suite 325Lake
Gswego, OR 97035

John Strenel 5335 Meadows
Rd., Suite 325Lake
Gswego, OR 97035
WIlliam C. MCorm ck5335
Meadows Rd., Suite
325Lake Oswego, OR 97035
Gary D. Conl ey5335
Meadows Rd., Suite
325Lake Oswego, OR 97035
John P. Metcal {5335
Meadows Rd., Suite
325Lake Oswego, OR 97035
Kurt E. Yeager5335
Meadows Rd., Suite
325Lake Oswego, OR 97035
Al directors and
executive officers as a
group (8 persons)

Omned (1)

7,284,579

5,682, 755

7,570, 230

15, 359, 588

244,948 *

9, 649, 040

1, 057, 694

2,959,792

140, 625 *

177,396 *

80,104 *

29, 669, 187

7. 7%

6. 0%

7.9%

15. 1%

9. 7%

1.1%

3. 0%

27. 4%

(1) Shares to which the person or group has the right to acquire within 60 days

after March 1, 2009 are deened to be outstanding in calculating the
per cent age ownership of the person or group but are not deened to be

out st andi ng

as to any other person or group.

(2) Percentage is based on 95,179,961 shares of common stock outstanding as of March 1, 2009
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(3) Includes 625,000 warrants convertible into common stock within 60 days after March 1, 2009

(4) Includes 1,250,000 warrants convertible into commopn stock within 60 days after March 1, 2009

(5) Includes 955,654 warrants convertible into conmon stock within 60 days after March 1, 2009.

(6) Includes 319,063 options and 6,128,871 warrants convertible into conmon stock within 60 days
after March 1, 2009.

(7) Includes 203,698 options and 13,750 warrants convertible into comon stock within 60 days after
March 1, 2009.

(8) Includes 112,031 options and 3,870,138 warrants convertible into conmon stock within 60 days
after March 1, 2009.

(9) Includes 61,094 options and 12,500 warrants convertible into conmon stock within 60 days after
March 1, 2009.

(10) Includes 1,953,091options and 12,500 warrants convertible into comobn stock within 60 days
after March 1, 2009.

(11) Includes 121,875 options and 6,250 warrants convertible into comon stock within 60 days after
March 1, 2009.

(12) Includes 83,646 options and 31,250 warrants convertible into comon stock within 60 days after
March 1, 2009.
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(13) Includes 80,104 options convertible into common stock within 60 days after March 1, 2009

(14) Includes 13,009, 860 options and warrants convertible into common stock within 60 days after
March 1, 2009.

EQUI TY COVPENSATI ON PLAN | NFORMVATI ON
Stock Incentive Plan
The Conpany has a Stock Incentive Plan (the "Plan"). At January 3, 2009 and
Decenber 29, 2007, 6,078,870 and 9, 723, 750 shares of comon stock were
reserved, respectively, for issuance to enployees, officers, directors and
out si de advisors. Under the Plan, the options may be granted to purchase
shares of the Conpany's comon stock at fair market value, as determ ned by the
Conpany's Board of Directors, at the date of grant. The options are
exerci sable over a period of up to five years fromthe date of grant or such
shorter termas provided for in the Plan. The options beconme exercisabl e over
peri ods rangi ng between one and four years.
The foll owi ng table sunmarizes the changes in stock options outstanding and the
related prices for the shares of the ConpanyRl7;s common stock issued to
enpl oyees, officers and directors of the Conpany under the Pl an

Opti ons Qut st andi ng Opti ons Exerci sabl e
Exer ci se Nunmber Wei ght ed Wei ght ed Nunmber Wei ght ed
Prices Qut st andi ng Aver age Aver age Exerci sabl e Average
Remai ni ng Exer ci se Exer ci se
Contractual Price Price
Life (Years)
$ 0.26 - $0.94 5, 802, 481 3.42 $ 0.74 3,696, 273 $ 0.67
$1.76 - $2.70 276, 389 2.43 $ 2.13 198, 263 $ 2.18
6, 078, 870 3.33 $ 0.81 3,894,536 $ 0.75
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A summary of the status of the ConpanyRl17;s Stock Incentive Plan as of January
3, 2009 and Decemnber 29, 2007 and for the years then ended is presented bel ow

January 3, 2009 Decenber 29, 2007
Wi ght ed Wi ght ed
aver age aver age
exerci se exerci se
Shar es price Shar es price
Qut st andi ng at begi nni ng of year 9,723,750 $ 0.54 9,057,577 $ 0.54
Granted at market price 162, 000 0.42 2,707,500 0.92
Granted at other than narket price
Exer ci sed (2,069, 331) 0.34 (1,829,507) 0.35
Cancel | ed (1, 737, 549) 0.67 (211, 820) 0.41
Qut standi ng at end of year 6,078, 870 $ 0.81 9,723, 750 $ 0.69
Options exercisable at year end 3,894,536 $ 0.75 5,829,750 $ 0.55

The Conpany granted 77,000 and 2, 706, 000 opti ons to purchase shares of the
ConpanyR17; s conmon stock to enpl oyees and directors of the Conpany, during the
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years ended January 3, 2009 and Decenber 29, 2007, respectively. These options
are forfeited if not exercised within periods of five to ten years, and vest
over periods ranging fromimediately to forty-eight nmonths starting with the
nmonth of grant. During 2008 the Conpany al so granted 85,000 options to
purchase shares of the ConpanyRl7;s comobn stock to outside consultants. These
options were fully vested upon issuance and have a five year life.

On Cctober 13, 2005, in conjunction with the acquisition of EnergyConnect, the
Conmpany granted 3, 260,940 options at $0.32 per share to prior holders of
options in the EnergyConnect, Inc. Incentive Stock Option Plan. These options
were granted with exerci se dates of February 5, 2007 and February 5, 2008. On
February 5, 2007 1,342,740 of the 1,534,560 shares eligible to be exercised,
were exerci sed. The other 191,820 were not exercised, and therefore were
forfeited. O the remaining 1,726,380 options 1,534,560 were exercised on
February 5, 2008. The remmining 191,820 were not exercised and therefore were
forfeited.

On April 24, 2008, the Conpany closed on the agreenment to sell the assets of

CEl to its managenent. Coincident with that closing, 525,000 options held by
CEl enpl oyees and 1,297,500 options held by CEIRL7;s President were subject to
forfeiture within 60 and 90 days of the closing, respectively, if not

exerci sed. Before these tinme periods |apsed, 15,000 options were exercised by
a CEl enpl oyee and 428,500 options were exercised by CEIRL7;s President.

The wei ght ed average per share val ue of options granted during the years ended
January 3, 2009 and Decenber 29, 2007 were $0.42 and $0. 92 respectively.

The Conpany conputed the value of all options granted using the Bl ack-Schol es
pricing nodel as prescribed by SFAS No. 123 and SFAS No. 123(R). The follow ng
ranges of assunptions were used to cal cul ate the val ues of options granted
during 2008 and 2007:

January 3, Decenber 29
2009 2007
Ri sk-free interest rate 1.72% - 3.54% 3.42% - 4.64%
Expect ed di vidend yield - -
Expected lives 5 years 5 years
Expected volatility 112% - 124% 120% - 134%

The Conpany al so granted 85,000 options to an outside consultant for services
rendered in 2008. Conpensation expenses charged to operations for stock
options issued to consultants anpbunted to approxi mately $29, 000 and $0 for the
years ended January 3, 2009 and Decenber 29, 2007, respectively.
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Conmon Stock Warrants In connection with an April 2003 common stock private

pl acenent, we issued 111,308 warrants to purchase conmpbn stock. Each warrant is
exerci sabl e into one share of commmon stock at $0.40 per share and will expire
in 2008. Subsequent to this private placenent, the Conpany exerci sed an option
to convert $1, 400,000 of outstanding debt into preferred stock that is
convertible into shares of commopn stock. This exercise, when aggregated with
all other outstanding equity arrangenents, resulted in the total nunber of
conmon shares that could be required to be delivered to exceed the nunber of
aut hori zed common shares. In accordance with EITF 00-19, the fair value of the
warrants issued in the private placenment nmust be recorded as a liability in the
financial statements using the Bl ack-Schol es nbdel, and any subsequent changes
in the ConpanyR17;s stock price to be recorded in earnings. Accordingly, the
fair value of these warrants at the date of issuance was determ ned to be
$19,832. At Septenber 1, 2004, the ConpanyR17;s sharehol derR1l7;s voted to

i ncrease the authorized shares avail able for issuance or conversion, which
cured the situation described above. Accordingly, the fair value of the
warrants on Septenber 1, 2004 was determ ned to be $48,976. The warrant
liability was reclassified to sharehol dersR17; equity and the increase fromthe
initial warrant value was recorded in earnings in the fiscal year ended January
1, 2005. As of Decenber 29, 2007, the warrant hol ders had exercised 101, 308
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warrants in exchange for 101, 308 shares of our common stock. During 2008,
10,000 warrants issued in this financing were forfeited and no warrants from
thi s issuance renmmi n outstanding.
In Septenber 2003, in connection with a preferred stock private placenent, we
i ssued 333,334 warrants to purchase commbn stock. Each warrant is exercisable
into one share of common stock at $0.42 per share and will expire in 2008. In
Sept ember 2003, in connection with a preferred stock private placenment, the
Conpany i ssued 333,334 warrants to purchase comopn stock. Each warrant is
exerci sable into one share of commpn stock at $0.42 per share and will expire
in 2008. Subsequent to this private placenent, the Conpany exercised an option
to convert $1, 400,000 of outstanding debt into preferred stock that is
convertible into shares of commopn stock. This exercise, when aggregated with
all other outstanding equity arrangenents, resulted in the total nunber of
conmon shares that could be required to be delivered to exceed the nunber of
aut hori zed common shares. In accordance with EITF 00-19, the fair value of the
warrants issued in the private placement nmust be recorded as a liability in the
financial statements using the Bl ack-Schol es nbdel, and any subsequent changes
in the ConmpanyR17;s stock price to be recorded in earnings. Accordingly, the
fair value of these warrants at the date of issuance was determned to be
$64,902. At Septenmber 1, 2004, the ConmpanyRl17;s sharehol derRl7;s voted to
i ncrease the authorized shares available for issuance or conversion, which
cured the situation described above. Accordingly, the fair value of the
warrants on Septenber 1, 2004 was determined to be $139,000. The warrant
liability was reclassified to sharehol dersR17; equity and the increase fromthe
initial warrant value was recorded in earnings in the fiscal year ended January
1, 2005. As of Decenber 29, 2007, the warrant hol ders had exercised 183, 333
warrants in exchange for 183,333 shares of our comobn stock and 150, 001
warrants remai ned outstanding. During the year ended January 3, 2009, the
warrant hol ders exercised 34,467 warrants in exchange for 34,467 shares of our
conmon st ock. During 2008, 115,534 warrants issued in this financing were
forfeited and no warrants fromthis issuance renai n outstanding.
In connection with the January 22, 2004 debt issuance by Destination Capital,
LLC, the Conmpany was obligated to issue warrants to purchase the ConpanyRl7;s
common stock. According to the terns of the debt issuance, warrants in the
amount of one percent of the ConpanyR17;s fully diluted common stock were
i ssued to the debt holders on the first day of each cal endar nonth that the
debt was outstanding. The Conpany repaid this debt in April 2004, and
accordingly issued 1,403,547 warrants, which was equivalent to 4% of the fully
di | uted conmmon stock outstanding on that date under the terns outlined in that
agreenent. Each warrant is exercisable into one share of common stock at $0.31
per share, subject to changes specified in the debt agreenent, and will expire
in 2008. Prior to this debt issuance, the Conpany exercised an option to
convert $1, 400,000 of outstanding debt into preferred stock that is convertible
into shares of comon stock. This exercise, when aggregated with all other
out standi ng equity arrangenents, resulted in the total number of conmon shares
that could be required to be delivered to exceed the nunber of authorized
comon shares. | n accordance with EITF 00-19, the fair value of the warrants
i ssued in connection with the debt issuance nust be recorded as a liability for
warrant settlement in the financial statements using the Bl ack-Schol es nodel
and any subsequent changes in the ConpanyR17;s stock price to be recorded in
earnings. Accordingly, the aggregate fair value of these warrants, on the date
each of the obligations to issue warrants arose, was determned to be $701, 824.
At Septenber 1, 2004, the ConmpanyRl7;s sharehol derR17;s voted to increase the
aut hori zed shares avail able for issuance or conversion, which cured the
situation described above. Accordingly, the fair value of the warrants on
Sept enber 1, 2004 was determnmined to be $780,373. The warrant liability was
reclassified to sharehol dersR1l7; equity and the increase fromthe initia
warrant value was recorded in earnings in the fiscal year ended January 1,
2005. As of January 3, 2009 and Decenber 29, 2007, the warrant hol ders have
exercised 1,403,546 warrants in exchange for 1,226,374 shares of our comon
stock and no warrants remai n outstandi ng.
In connection with the August 24, 2004 debt issuance by Destination Capital,
LLC, the Conpany was obligated to issue warrants to purchase the ConpanyRl7;s
common stock. According to the terns of the debt issuance, warrants in the
amount of 12.5% percent of the | oan bal ance, outstanding on the first day of
each nonth, were issued to the debt holders for each cal endar nonth that the
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debt was outstanding. Each warrant is exercisable into one share of comon
stock at the | esser of $0.38 per share or the price applicable to any shares,
warrants or options issued (other than options issued to enpl oyees or
directors) while the loan is outstanding, and will expire in 2009. Prior to
this debt issuance, the Conpany exercised an option to convert $1, 400, 000 of
out standi ng debt into preferred stock that is convertible into shares of common
stock. This exercise, when aggregated with all other outstanding equity
arrangenents, resulted in the total nunber of comobn shares that coul d be
required to be delivered to exceed the nunber of authorized common shares. In
accordance with EITF 00-19, the fair value of the 37,500 warrants initially
i ssued in connection with the debt issuance nust be recorded as a liability for
warrant settlement in the financial statenents using the Bl ack-Schol es nodel
and any subsequent changes in the ConpanyR17;s stock price to be recorded in
earnings. Accordingly, the aggregate fair value of these warrants, issued
prior to Septenber 1, 2004, was determ ned to be $17,513. At Septenber 1,
2004, the ConpanyRl7;s sharehol derR17;s voted to increase the authorized shares
avail abl e for issuance or conversion, which cured the situation descri bed
above. Accordingly, the fair value of the warrants on Septenber 1, 2004 was
determ ned to be $20,776. The warrant liability was reclassified to
sharehol dersR17; equity and the increase fromthe initial warrant val ue was
recorded in earnings in the fiscal year ended January 1, 2005. As of January
3, 2009 and December 29, 2007, the warrant hol ders have exercised 1,309, 616 of
these warrants in exchange for 1,170,841 shares of our comon stock, and
316, 426 warrants remain outstandi ng.
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On September 10, 2004, the Conpany entered into a Master Vehicle Lease

Term nation Agreenent with CLLLC, under which the Conpany termnated its
previous nmaster vehicle | ease agreenment with CLLLC. Under the terns of this
term nati on agreement, the Conpany was rel eased fromits obligation under the
previ ous master vehicle | ease agreenent. In consideration for this rel ease the
Conpany i ssued 1, 000,000 warrants to purchase the ConmpanyR17;s common shares,
whi ch were val ued at $515, 000 using the Black Schol es nmpbdel. This warrant val ue
was recorded in the ConpanyR17;s consolidated bal ance sheet as combn stock
warrants, with a correspondi ng expense recorded in the ConpanyRl7;s
consol i dated statenment of operations in the third quarter of 2004. As of
January 3, 2009 and Decenber 29, 2007, the holders of these warrants have
exerci sed 1,000,000 warrants in exchange for 889,648 shares of the ConpanyRl7;s
conmon st ock

On Cctober 5, 2005, in conjunction with a private placenent which resulted in
gross proceeds of $3,276,000 (Note 8), the Conpany sold 5,233,603 shares of
common stock at $0.70 per share, and issued warrants to purchase up to
2,944,693 shares of comon stock. The warrants have a termof five years and
an exercise price of $0.90 per share. As of January 3, 2009 and Decemrber 29,
2007, the warrant hol ders have exercised 192,370 warrants, for 180, 409 shares
of our common stock, and 2,752,323 warrants renai n outstanding.

On Cctober 13, 2005, the Company issued an aggregate of 19,695,432 warrants in
connection with acquisition of acquired EnergyConnect, |Inc. The Conpany val ued
the warrants using the Bl ack-Schol es option pricing nodel, applying a usefu
life of 5 years, a risk-free rate of 4.06% an expected dividend yield of 0% a
volatility of 129% and a fair value of the conmpn stock of $2.17. Total val ue
of the warrants issued amounted $36, 495,391, which was included in the purchase
price of ECl (Note 4). As of January 3, 2009 and Decenber 29, 2007, the warrant
hol ders have not exercised any of these warrants.

In June 2006, in connection with a conmon stock private placenent, we issued
5,625,000 warrants to purchase conmon stock (See Note 8). Each warrant is
exerci sabl e into one share of commmon stock at $3.00 per share and will expire
in 2011. As of January 3, 2009 and Decenber 29, 2007, the warrant hol ders have
not exercised any of these warrants. During the twelve nonths ended January 3,
2009 warrant hol ders exercised 34,467 warrants in exchange for 34,467 shares of
the ConpanyR17;s common stock. Al of these warrants were exercised in exchange
for cash of $14,476. A total of 125,534 warrants were forfeited during 2008.
On May 7, 2008, the Conpany entered into a private placenent under which it

i ssued 9,051, 310 shares of its comopn stock in exchange for cash. In
conjunction with this private placenent, the Conpany issued 4,525,655 five year
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warrants exerci sable at $0.60 per share to investors. The Conpany al so issued
an aggregate of 140,219 five year warrants to consultants during the year ended
January 3, 2009 with exercise prices ranging from$.40 to $.60 per share.
During the twel ve nont hs ended Decenber 29, 2007 no warrants were granted,
exercised or forfeited.
SECTI ON 16(a) BENEFI Cl AL ONWNERSHI P REPORTI NG COVPLI ANCE
Section 16(a) of the Securities Exchange Act of 1934 (the R20; Exchange Act R21;)
requires the ConpanyRl7;s executive officers and directors, and persons who own
nore than ten percent of a registered class of the ConmpanyR17;s equity
securities to file reports of ownership and changes in ownership with the
Securities and Exchange Conmi ssion (R20; SECR21;). Executive officers,
directors and greater than ten percent stockhol ders are required by SEC
regul ation to furnish the Conpany with copies of all Section 16(a) forms they
file.
Based solely on its review of the copies of such forns received by it, or
witten representations fromcertain reporting persons, the Conpany believes
that during 2008, all filing requirements applicable to our officers, directors
and greater than ten percent beneficial owners were conplied wth.
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| NDEPENDENT PUBLI C ACCOUNTANTS

The following is a sumary of the fees billed to EnergyConnect Goup, Inc. by
RBSM LLP for professional services rendered in connection with the fiscal years
ended, January 3, 2009 and Decenber 29, 2007, respectively:

January 3, 2009 Decenber 29, 2007

Fee Type

Audit fees $ 162, 133 $ 162, 387

Audit rel ated fees 49, 280 61, 260

Tax fees 30, 251 17, 150

All other fees 85, 900 92, 243

Total fees $ 327,564 $ 333, 040

AUDI T FEES. Consists of billings for professional services rendered for the

audit of our consolidated financial statenents and review of the interim

consol idated financial statenents included in quarterly reports that are
normal |y provided by independent accounting firms in connection with regulatory
filings, including audit services perforned related to nergers and acquisitions.
AUDI T- RELATED FEES. Consists of fees billed for assurance and rel ated services
that are reasonably related to the performance of the audit or review of our
consol i dated financial statenents, which are not reported under "Audit Fees."
TAX FEES. Consists of bhillings for professional services for tax conpliance
and tax planning regarding federal and state tax filings.

ALL OTHER FEES. Consists of fees for services other than the services reported
above.

Prior to engagenent of our independent auditor, such engagenent is approved by
our Audit Conmittee. The services provided under this engagerment may include
audit services, audit-rel ated services, tax services and other services.
Pre-approval is generally provided for up to one year and any pre-approval is
detailed as to the particul ar service or category of services and is generally
subject to a specific budget. Pursuant to our Audit Committee Charter, the

i ndependent auditors and managenent are required to report to our Audit
Commttee at |east quarterly regarding the extent of services provided by the

i ndependent auditors in accordance with this pre-approval, and the fees for the
services perfornmed to date. The Audit Conmittee nay al so pre-approve particul ar
services on a case-by-case basis. Al audit-related fees, tax fees and ot her
fees incurred by us for the year ended January 3, 2009, were approved by our
Audit Committee.

TRANSACTI ONS W TH RELATED PERSONS

During the year ended January 3, 2009, the Conpany did not enter into any
transactions with rel ated persons.
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OTHER MATTERS
Nei ther the Board of Directors nor nmanagenent intends to bring any matter for
action at the Annual Meeting of Sharehol ders other than those matters descri bed
above. |If any other matter or any proposal should be presented and shoul d
properly conme before the nmeeting for action, the persons named in the
acconpanyi ng proxy will vote upon such matter and upon such proposal in
accordance with their best judgnent.
FI NANCI AL | NFORVATI ON
For nore detailed information regarding EnergyConnect, including financia
statenments, you may refer to our nost recent Form 10-Q for the quarterly period
ended March 31, 2009, and other periodic filings with the SEC which we file
fromtime to time. This information nay be found on the SECR17;s EDGAR
dat abase at www. sec. gov.
SHAREHOLDER PROPOSALS FOR 2010 ANNUAL MEETI NG
Proposal s of sharehol ders intended to be presented at the ConpanyR17;s 2010
annual neeting of Sharehol ders must be received by the Company at its principa
office no later than March 14, 2010, to be considered for inclusion in the
proxy statement and form of proxy relating to that neeting.
FORWARD- LOOKI NG STATEMENTS
Certain statenments contained in this proxy statenment concerning expectations,
bel i efs, plans, objectives, goals, strategies, future events or perfornmance and
under | yi ng assunpti ons and ot her statenents which are other than statenents of
historical facts are R20;forward-1ooking statementsR21; within the nmeaning of
the federal securities laws. Although the Conpany believes that the
expectati ons and assunptions reflected in these statenents are reasonabl e,
there can be no assurance that these expectations will prove to be correct.
These forward-|ooking statements involve a number of risks and uncertainties,
and actual results may differ materially fromthe results discussed in the
forward-| ooki ng statenents. Any such forward-1|ooking statenents shoul d be
considered in light of such inmportant factors and in conjunction wth other
docunents of the Conpany on file with the SEC
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New factors that could cause actual results to differ materially fromthose
described in forward-1ooking statements energe fromtine to tinme, and it is not
possi bl e for the Conmpany to predict all of such factors, or the extent to which
any such factor or conbination of factors nmay cause actual results to differ
fromthose contained in any forward-|ooking statenent. Any forward-|ooking
statenment speaks only as of the date on which such statenent is made, and the
Conpany undertakes no obligations to update the information contained in such
statenent to reflect subsequent devel opnents or information

/sl Randall| R Reed
Randall R Reed
Secretary
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Appendi x A

THE BOARD OF DI RECTORS UNANI MOUSLY RECOMMVENDS A VOTE FOR EACH THE BOARD OF DI RECTORS UNANI MOUSLY RECOMVENDS

OF THE NOM NEES NAMED BELOW A VOTE FOR THE APPROVAL OF PROPCSAL 2
FORALL W THHOLDFOR * EXCEPTI ONS FOR AGAI NST ABSTAI N
ALL
PROPCSAL 1. El ection ce e e PROPCSAL 2. Restatenent o 0 0
of of the
Directors ConpanyR17; s
2004 Stock
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I ncentive
Pl an.
Nomi nees:
01 Rodney M Boucher 04
Wl liam C. Mcorm ck
02 Gary D. Conl ey
05 John P. Metcal f
03 Kevin R Evans
06 Kurt E. Yeager
(I NSTRUCTIONS: To withhold authority to vote for any The sharehol der signed bel ow reserves the
i ndi vi dual nomi nee, nmark the R20; Excepti onsR21; box above and right to revoke this Proxy at any tine prior
wite that nomi neeRl7;s nane in the space provided bel ow. ) to its exercise by witten notice delivered
to the CompanyRl7;s Secretary at the
ConmpanyR17;s offices at 5335 SW Meadows Rd.,
Suite 325, Lake Oswego, Oregon 97035 prior to
the Annual Meeting. The power of the Proxy
hol ders shal |l al so be suspended if the
shar ehol der si gned bel ow appears at the
Annual Meeting and elects in witing to vote
i n person.

Mark Here for AddressChange or Coment SSEE REVERSE ce WI | Attend Meeting ce YES

Signature Signature Date

NOTE: Pl ease sign as nane appears hereon. Joint owners should each sign. \Wen
signing as attorney, executor, admnistrator, trustee or guardi an, please give
full title as such.
p FOLD AND DETACH HERE p

WE ENCOURAGE YOU TO TAKE ADVANTAGE OF | NTERNET OR TELEPHONE VOTI NG BOTH ARE
AVAI LABLE 24 HOURS A DAY, 7 DAYS A VEEEK

Internet and tel ephone voting are avail able through 11:59 PM Eastern Ti net he
day prior to the sharehol der neeting date.

| NTERNETht t p: / / www. pr oxyvot i ng. com echgUse
the Internet to vote your proxy. Have your
proxy card in hand when you access the web
site.

OoR

TELEPHONEL- 866- 540- 5760Use any touch-tone
tel ephone to vote your proxy. Have your
proxy card in hand when you cal l

If you vote your proxy by Internet or by

t el ephone, you do NOT need to mmil back
your proxy card.

| nportant notice regarding the |nternet To vote by mail, mark, sign and date your
availability of proxy materials for the proxy card andreturn it in the encl osed
Annual Meeting of sharehol ders The Proxy post age- pai d envel ope. Your Internet or
Statenment and the 2008 Annual Report to t el ephone vote authorizes the named

Shar ehol ders are avail able at: proxies to vote your shares in the same

http://bnynel | on. mobul ar. net/ bnynel | on/ ecng nanner as if you marked, signed and
returned your proxy card.
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ENERGYCONNECT GROUP, | NC. PROXYPROXY FOR ANNUAL MEETI NG OF SHAREHOLDERSTO BE
HELD ON July 28, 2009
The undersi gned hereby acknow edges recei pt of the Notice of Annual Meeting of
Shar ehol ders and Proxy Statenent, each dated June 15, 2009, and hereby nanes,
constitutes and appoints Randall R Reed and Kevin R Evans, or either of them
acting in absence of the other, with full power of substitution, my true and
| awful attorneys and Proxies for nme and in nmy place and stead to attend the
Annual Meeting of the Sharehol ders of EnergyConnect G oup, Inc. (the
R20; CompanyR21;), to be held at 10:00 a.m on July 28, 2009, and at any
post ponenent or adjournnent thereof, and to vote all the shares of Comon
St ock, including the shares of Commpn Stock into which any Preferred Stock has
converted into, held of record in the name of the undersigned on June 5, 2009
with all the powers that the undersigned woul d possess if he were personally
present.

Addr ess Change/ Comment s(Mark t he BNY MELLON SHAREOWNER SERVI CESP. O BOX
correspondi ng box on the reverse 3550
si de)

SOUTH HACKENSACK, NJ 07606- 9250 (Conti nued
and to be marked, dated and signed, on the
ot her si de)

p FOLD AND DETACH HERE p
You can now access your EnergyConnect G oup, Inc. account online.
Access your EnergyConnect Goup, Inc., sharehol der account online via |Investor
ServiceDirect(R) (ISD).
The transfer agent for EnergyConnect G oup, Inc., now makes it easy and
convenient to get current information on your sharehol der account.

R26; Vi ew account statusR26; View R26; Vi ew payment history for
certificate historyR26; View book-entry divi dendsR26; Make address changesR26;
i nfornmation otain a duplicate 1099 tax fornR26;

Est abl i sh/ change your PIN

Visit us on the web at http://ww. bnynel | on. com shar eowner/i sdFor Techni ca
Assi stance Call 1-877-978-7778 between 9am 7pnivonday- Fri day Eastern Tine
www. bnyrrel | on. coni shar eowner /i sdl nvest or Servi ceDirect (R) Avail abl e 24 hours per

day, 7 days per week
TOLL FREE NUMBER 1-800-370-1163

Choose M.inkSM for fast, easy and secure 24/7 online access to your future
proxy materials, investnent plan statements, tax documents and nmore. Sinmply |og
on to Investor ServiceDirect(R) at ww. bnynel |l on. com shareowner/i sd where
step-by-step instructions will pronpt you through enroll nent.
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Appendi x B
Restated 2004 Stock |Incentive Plan

ENERGYCONNECT GROUP, | NC.

RESTATED 2004 STOCK | NCENTI VE PLAN

1. Purpose. The purpose of this Stock Incentive Plan (the
R20; Pl anR21;) is to enabl e EnergyConnect G oup, Inc. (the R20; ConpanyR21;) to
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attract and retain the services of (1) selected enpl oyees, officers and
directors of the Conmpany or of any Affiliate and (2) sel ected nonenpl oyee
agents, consultants, advisors, persons involved in the sale or distribution of
the ConpanyR17;s products or services and independent contractors of the
Conpany or any Affiliate.

2. Definitions. As used in the Plan, the followi ng terns have the
meani ngs set forth bel ow
2.1 R20; AffiliateR21; neans (i) any entity that, directly or

indirectly through one or nore internediaries, is controlled by the Conpany and
(ii) any entity in which the Conmpany has a significant equity interest, in each
case as determned by the Conmittee.

2.2 R20; Awar dR21; mneans any Option, Stock Appreciation R ght, Stock
Bonus, Restricted Stock, Restricted Stock Unit, Performance Award granted under
the Pl an.

2.3 R20; Award Agreenent R21; means any witten agreenent, contract or
ot her instrunent or docunent evidencing an Award granted under the Plan. Each
Award Agreenent shall be subject to the applicable ternms and conditions of the
Pl an and any other ternms and conditions (not inconsistent with the Plan)

determ ned by the Conmittee.

2.4 R20; Boar dR21; neans the Board of Directors of the Conpany.

2.5 R20; CodeR21; means the Internal Revenue Code of 1986, as anended
fromtime to time, and any regul ati ons pronul gated t hereunder

2.6 R20; Commi tt eeR21; neans the comittee appointed by the Board from
among its nmenbers to administer the Plan pursuant to Section 3.

2.7 R20; CompanyR21; means EnergyConnect G oup, Inc., an Oregon
corporation, and any successor corporation.

2.8 R20; Covered Enpl oyeeR21; shall have the neaning provided in

Section 162(n) of the Code and the applicable Treasury Regul ati ons pronul gat ed
t her eunder.

2.9 R20; Di rector R21; means a nenber of the Board, including any
Non- Enpl oyee Director.
2.10 R20; El i gi bl e PersonR21; means any enpl oyee, officer, consultant,

i ndependent contractor or director providing services to the Conpany or any
Affiliate who the Cormmittee determines to be an Eligible Person. An Eligible
Person nust be a natural person.

2.11 R20; Equity Restructuri ngR21; means a dividend or other

di stribution (whether in the formof cash, Shares, other securities or other
property), recapitalization, stock split, reverse stock split, reorganization
nerger, consolidation, split-up, spin-off, conbination, repurchase or exchange
of Shares or other securities of the Company, issuance of warrants or other
rights to purchase Shares or other securities of the Conpany or other simlar
equity restructuring transaction (as that termis used in Statenent of

Fi nanci al Accounting Standards No. 123 (revised) that affects the Shares or
ot her securities of the Conpany such that an adjustnent is necessary in order
to prevent dilution or enlargenment of the benefits or potential benefits

i ntended to be nade avail abl e under the Pl an.

2.12 R20; Exchange Act R21; neans the Securities Exchange Act of 1934, as
amended.
2.13 R20; Fai r Market Val ueR21; neans, with respect to any property

(including, without limtation, any Shares or other securities), the fair
mar ket val ue of such property determined by such nethods or procedures as shal
be established fromtime to time by the Conmttee. Notw thstanding the
foregoi ng and unl ess otherwi se determ ned by the Commttee, the Fair Market
Val ue of a Share as of a given date shall be the closing sale price of one
Share on the trading day i medi ately preceding the date, if the Shares are then
listed on a principal United States securities narket for such Shares.
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2.14 R20; Grant R21; neans the conpletion of the corporate action
necessary to create the legally binding right constituting an Award regardl ess
of when the instruments, certificates or letters evidencing the Anward are
conmuni cated to or actually received or accepted by the recipient of the Award.
A corporate action creating the legally binding right constituting the Award
is not considered conplete until the date on which the maxi mum nunber of shares
i nvolved in the Award and the mni num exercise or grant price are fixed and
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det erm nabl e and the class of shares of stock in the Company and the identity
of the recipient is designated.

2.15 R20; I ncentive Stock OptionR21; neans an Option granted under
Section 6.2 of the Plan that is intended to qualify as an R20;incentive stock
optionR21; in accordance with the terms of Section 422 of the Code or any
successor provision.

2.16 R20; Non- Enpl oyee DirectorR21; means any Director who is not also
an enpl oyee of the Conpany or an Affiliate within the neaning of Rule 16b-3
(which term R20; Non- Enpl oyee DirectorR21; is defined in this paragraph for
pur poses of the definition or composition of R20; CommitteeR21; only and is not
i ntended to define such termas used el sewhere in the Plan).

2. 17 R20; Non- Qual i fied Stock Opti onR21; nmeans an Option granted under
Section 6.2 of the Plan that is not an Incentive Stock Option.

2.18 R20; OFfi cerR21; means (when such termis capitalized) an officer
of the Conpany who is subject to Section 16(b) of the Exchange Act.

2.19 R20; Opti onR21; neans an Incentive Stock Option or a Non-Qualified
St ock Option

2.20 R20; Qutsi de DirectorR21; means any Director who is an R20; out si de

directorR21; within the meaning of Section 162(m of the Code and the
appl i cabl e Treasury Regul ations promul gated t hereunder

2.21 R20; Parti ci pant R21; neans an Eligi ble Person designated to be
granted an Award under the Pl an.

2.22 R20; Per f ormance Awar dR21; neans any right granted under Section
6.6 of the Plan.

2.23 R20; Perf ormance Goal R21; means one or nmore of the foll ow ng

performance goals, either individually, alternatively or in any conbination
applied on a corporate, subsidiary or business unit basis: revenue, cash flow,
gross profit, earnings before interest and taxes, earnings before interest,
taxes, depreciation and anortization and net earnings, earnings per share,
margi ns (i ncluding one or nore of gross, operating and net income mnargins),
returns (including one or nore of return on assets, equity, investment, capita
and revenue and total stockholder return), stock price, econom c val ue added,
wor ki ng capital, nmarket share, cost reductions, workforce satisfaction and

di versity goals, enployee retention, customer satisfaction, conpletion of key
projects and strategi c pl an devel opnent and i nplenentation. Such goals my
refl ect absolute entity or business unit perfornance or a relative conparison
to the performance of a peer group of entities or other external neasure of the
sel ected performance criteria. The Committee shall establish the Performance
Coals for an Award on or before the 90th day of the applicable perfornmance

peri od for which Perfornmance Goals are established and in no event after 25% of
the applicable perfornmance period has el apsed and in any event when the

achi evenent of the applicable Perfornmance Goals renmi ns substantially
uncertain. The Conmttee nay appropriately adjust any eval uati on of
performance under such Performance Goals to exclude the effect of certain
events, including any of the followi ng events: asset wite-downs; litigation or
claimjudgnments or settlenents; changes in tax |law, accounting principles or

ot her such laws or provisions affecting reported results; severance, contract
term nation and other costs related to exiting certain business activities; and
gai ns or |losses fromthe disposition of businesses or assets or fromthe early
ext i ngui shment of debt.

2.24 R20; PersonR21; neans any individual or entity, including a
corporation, partnership, limted liability conpany, association, joint venture
or trust.

2.25 R20; Pl anR21; neans this EnergyConnect G oup, Inc. 2004 Stock

Incentive Plan, as originally adopted in 2004 and as anmended and restated from
tine to tine.

2.26 R20; Qual i fi ed Performance Based AwardR21; shall have the neaning
set forth in Section 6.6 of the Pl an.
2.27 R20; Rest at ed Pl anR21; neans the Plan as amended and restated

hereby and as may be further amended and restated hereafter.
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2.28 R20; Restricted StockR21; means any Share granted under Section 6.5
of the Plan.
2.29 R20; Restricted Stock UnitR21; means any unit granted under Section
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6.5 of the Plan evidencing the right to receive a Share (or evidencing the
right to receive a cash paynent equal to the Fair Market Value of a Share if
explicitly so provided in the Award Agreenent) at some future date.

2.30 R20; Rul e 16b-3R21; means Rul e 16b-3 pronul gated by the Securities
and Exchange Conmi ssion under the Exchange Act, or any successor rule or

regul ation.

2.31 R20; Section 162(m R21; neans Section 162(m of the Code and the
appl i cabl e Treasury Regul ati ons promul gated t hereunder

2.32 R20; Securities ActR21; neans the Securities Act of 1933, as
anended.

2.33 R20; Servi ceR21; means the Partici pantRl7;s performance of services

for the Conpany (or any Affiliate) in the capacity of an enpl oyee, officer
consul tant, independent contractor or director.

2.34 R20; ShareR21; or R20; SharesR21; neans a share or shares of common
stock, no par val ue per share, of the Conpany or such other securities or
property as may becone subject to Awards pursuant to an adjustnent made under
Section 7 of the Plan.

2.35 R20; St ock Appreciati on R ght R21; neans any right granted under
Section 6.3 of the Pl an.

2. 36 R20; St ock BonusR21; nmeans any Share granted under Section 6.4 of
the Pl an.

3. Admi ni stration.

3.1 Conmittee and Conposition. The Plan shall be adm nistered by the

Conmittee designated by the Board to administer the Plan, which, unless

ot herwi se provided by the Board, shall be the CompanyRl7;s Conpensati on
Conmittee. The Commttee shall be conprised of at |east two Non-Enpl oyee
Directors but not |ess than such nunber of Non-Enpl oyee Directors as shall be
required to permt Awards granted under the Plan to qualify under Rule 16b-3
and Section 162(m of the Code, and each nenber of the Conmittee shall be an
Qutside Director. The Board may fromtinme to time renove or add nenbers of the

Conmittee and shall fill vacancies on the Conmittee as they arise provided any
new nmenber neets the foregoing qualifications.

3.2 Del egati on

(a) Subcommittee of Directors. The Committee, in its sole

di scretion, may (1) delegate to a conmittee of directors who need not be
Qutside Directors the authority to grant Awards to Eligi ble Persons who are
either (A) not then Covered Enpl oyees under Section 162(n) and are not expected
to be Covered Enpl oyees at the tinme of recognition of incone resulting from
such award, or (B) not persons with respect to whomthe Conpany w shes to
conply with Section 162(m, or (2) delegate to a conmittee of directors who
need not be Non- Enpl oyee Directors the authority to grant Awards to Eligible
Persons who are not then subject to Section 16 of the Exchange Act.

(b) Subcommittee of Officers. The Conmittee nmay del egate to one or
nore OFficers the authority to do one or both of the following: (1) designate
enpl oyees who are not such Oficers to be recipients of Amards and the terns
thereof, and (2) determ ne the nunber of Shares to be subject to Awards granted
to such enpl oyees; provided, however, the resolution regardi ng such del egation
shal | specify the total nunber of Shares that nmay be subject to Awards granted
by such O ficer and that such Officer may not grant an Award to hinsel f or
herself. Notwi thstanding anything to the contrary in this Section, the
Conmittee may not del egate to such an Oficer any authority inconsistent with
this Pl an.

(c) Adm nistrator. The Conmittee nmmy del egate the adm nistration of
the Plan to an officer or officers of the Conpany, and such adm ni strator(s)
may have the authority to execute and distribute agreenents or other docunents
evidencing or relating to Awards granted by the Commttee under this Plan, to
maintain records relating to the Grant, vesting, exercise, forfeiture or
expiration of Awards, to process or oversee the issuance of Shares upon the
exerci se, vesting and/or settlenment of an Award, to interpret the terns of
Awards and to take such other actions as the Conmttee nmay specify.

(d) Authority of Agent. Any action by any such Subcomm ttee or

adm nistrator within the scope of its delegation shall be deened for al

pur poses to have been taken by the Committee and references in this Plan to the
Conmittee shall include any such Subconmittee or adm nistrator to the extent of
such del egation, provided that the actions and interpretations of any such
Subcommittee or administrator shall be subject to review and approval,
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di sapproval or nodification by the Commttee.
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(e) Limtation on Authority. Nothing contained herein shal
aut hori ze any person or group, other than the Board, to anend or terminate the
Plan. |f awards are to be nmade under the Plan to Oficers or directors,

authority for selection of Officers and directors for participation and
deci si ons concerning the timng, pricing and anobunt of a grant or Award, if not
det erm ned under a formula nmeeting the requirenents of Rule 16b-3, shall not be
del egated. Any Awards nmade to menbers of the Committee shoul d al so be

aut horized by a disinterested majority of the Board.

3.3 Power and Authority of the Conmittee. Subject to the express
provisions of the Plan and to applicable law, the Conmttee shall have ful

power and authority to:

(a) prescribe, amend and rescind rules and regulations relating to
this Plan and to define terns not otherw se defined herein

(b) det erm ne which persons are eligible to be Participants to whom
Awar ds shall be granted hereunder and the timng of any such Awards;

(c) determ ne the type or types of Awards to be granted to each
Partici pant under the Plan;

(d) determ ne the nunmber of Shares to be covered by (or the method by

whi ch paynents or other rights are to be determined in connection wth) each
Awar d;

(e) determ ne the terns and conditions of any Award or Award
Agr eenent ;
(1) amend the ternms and conditions of any Award or Award Agreenent

and accel erate the exercisability of any Option or waive any restrictions
relating to any Award,;

determ ne whether, to what extent and under what circunstances
Awar ds may be exercised in cash, Shares, other securities, other Awards or
ot her property, or canceled, forfeited or suspended; (h) establish or
verify the extent of satisfaction of any perfornance goals or other conditions
applicable to the grant, issuance, exercisability, vesting and/or ability to
retain any Award;

(i) determi ne whether, and the extent to which, adjustnents are
requi red pursuant to Section 7;

() interpret and adm nister the Plan and any instrunment or
agreenment, including an Award Agreenent, relating to the Plan

(k) establ i sh, anend, suspend or waive such rules and regul ati ons and

appoi nt such agents as it shall deem appropriate for the proper admnistration
of the Plan; and

(1) make any ot her determ nation and take any other action that the
Conmittee deens necessary or desirable for the adm nistration of the Plan
3.4 Ef fect of Change in Status. The Committee shall have the

di scretion to determne the effect upon an Award and upon an individual R17;s
status as an enpl oyee under the Plan (including whether a Participant shall be
deened to have experienced a term nation of enploynment or other change in
status) and upon the vesting, expiration or forfeiture of an Award in the case
of (i) any individual who is enployed by an entity that ceases to be an
Affiliate of the Conpany, (ii) any | eave of absence approved by the Conpany or
an Affiliate, (iii) any transfer between |ocations of enploynment with the
Conpany or an Affiliate or between the Conpany and any Affiliate or between any
Affiliates, (iv) any change in the ParticipantRl7;s status from an enpl oyee to
a consultant or menber of the Board, or vice versa, and (v) at the request of
the Conpany or an Affiliate, any enpl oyee who becones enpl oyed by any
partnership, joint venture, corporation or other entity not neeting the

requi rements of an Affiliate.

3.5 Determ nations of the Commttee. The Conmmttee shall consider
such factors as it deens rel evant to making such decisions, determninations and
interpretations including, without limtation, the recomrendati ons or advice of
any director, officer or enployee of the Conpany and such attorneys,

consul tants and accountants as it nay select. Unless otherw se expressly
provided in the Plan, all designations, determ nations, interpretations and

ot her decisions under or with respect to the Plan or any Award or Award
Agreenent shall be within the sole discretion of the Conmittee, may be nade at
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any time and shall be final, conclusive and bindi ng upon any Eligible Person
and any other persons claimng rights under the Plan or any Award. |If for any
reason a Committee decision is subjected to review, a Participant or other
hol der of an Award may contest a decision or action by the Cormittee with
respect to such person or Award only on the grounds that such decision or
action was arbitrary or capricious or was unlawful, and any revi ew of such
decision or action shall be limted to deterni ning whether the ConmitteeRl7;s
decision or action was arbitrary or capricious or was unlawful.
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3.6 Power and Authority of the Board. Notwi thstanding anything to
the contrary contained herein, the Board may, at any tine and fromtime to
time, without any further action of the Commttee, exercise the powers and
duties of the Conmittee under the Plan, but only to the extent it would not
cause a | oss of any benefits under Section 162(m or qualification under Rule
16b- 3.

4. Shares Avail able for Awards.

4.1 Aggregat e Shares Avail abl e

(a) Subj ect to adjustnent as provided in Section 7, the aggregate
nunber of Shares that may be issued under the Plan shall be 20,000, 000.

(b) Shares to be issued under the Plan may be either authorized but

uni ssued Shares or Shares re-acquired and held in treasury. Any Shares that
are used by a Participant as full or partial paynent to the Conpany of the
purchase price relating to an Award, or in connection with the satisfaction of
tax obligations relating to an Award, shall again be available for granting
Awards (other than Incentive Stock Options) under the Plan. 1In addition, if
any Shares covered by an Award or to which an Award rel ates are not purchased
or are forfeited, or if an Award otherwi se term nates wi thout delivery of any
Shares, the nunber of Shares counted agai nst the aggregate nunber of Shares
avai |l abl e under the Plan with respect to such Award, to the extent of any such
forfeiture or termnation, shall again be available for granting Awards under
the Pl an.

(c) Not wi t hst andi ng t he foregoing but included in the nunber
specified in Section 4.1(a) above, the nunber of Shares available for granting
I ncentive Stock Options under the Plan shall not exceed the naxi num nunber
specified in Section 4.1(a), subject to adjustment as provided in Section 7 of
the Plan and subject to the provisions of Section 422 or 424 of the Code or any
successor provision.

4.2 Accounting for Awards. For purposes of this Section 4, if an
Award entitles the holder thereof to receive or purchase Shares, the nunber of
Shares covered by such Award or to which such Award rel ates shall be counted on
the date of Grant of such Award agai nst the aggregate number of Shares
avai l abl e for granting Awards under the Plan. Any Shares that are used by a
Participant as full or partial paynent to the Conpany of the purchase price
relating to an Award or in connection with the satisfaction of tax obligations
relating to an Award, shall again be available for granting Awards under the
Plan. In addition, if any Shares covered by an Award or to which an Award

rel ates are not purchased or are forfeited, or if an Award ot herw se term nates
wi t hout delivery of any Shares, then the nunber of Shares counted agai nst the
aggregat e nunber of Shares avail abl e under the Plan with respect to such Award,
to the extent of any such forfeiture or term nation, shall again be available
for granting Awards under the Pl an

5. Eligibility. Any Eligible Person shall be eligible to be
designated a Participant. In determ ning which Eligible Persons shall receive
an Award and the terns of any Award, the Commttee nmay take into account the
nature of the services rendered by the respective Eligible Persons, their
present and potential contributions to the success of the Conpany or such ot her
factors as the Conmttee, in its discretion, shall deemrel evant.

Not wi t hst andi ng the foregoing, an Incentive Stock Option nay only be granted to
full-time or part-time enpl oyees (which termas used herein includes, wthout
limtation, officers and directors who are al so enpl oyees), and an Incentive
Stock Option shall not be granted to an enpl oyee of an Affiliate unless such
Affiliate is al so a R20; subsidiary corporati onR21; of the Conpany wi thin the
nmeani ng of Section 424(f) of the Code or any successor provision

6. Awar ds.
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6.1 CGeneral. The Committee, on behalf of the Conpany, is authorized
to grant Awards under the Plan provided that their terns and conditions are not
i nconsistent with the provisions of the Plan. The Committee, in its
di scretion, nmay determ ne that any Award granted hereunder shall be a
Per f or mance Award.
(a) Consi deration for Awards. Awards may be granted for no cash
consi deration or for any cash or other consideration as determ ned by the
Conmittee and required by applicable |aw
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(b) Vesting. The total number of Shares subject to an Award may vest
in periodic installments that may or may not be equal. An Award nay be subject
to such other terns and conditions on the tine or tines when it nmay be or may
not be exercised or no |onger subject to a substantial risk of forfeiture as
the Conmittee nmay deem appropri ate.

(c) Awards May Be Granted Separately or Together. Awards may, in the
di scretion of the Conmittee, be granted either alone or in addition to, in
tandemwith or in substitution for any other Award or any award granted under
any plan of the Conpany or any Affiliate. Awards granted in addition to or in
tandemwith other Awards or in addition to or in tandemw th awards granted
under any such other plan of the Conpany or any Affiliate may be granted either
at the sane tine as or at a different tinme fromthe grant of such other Awards
or awards.

(d) Forms of Payment under Awards. Subject to the terms of the Plan
and of any applicable Award Agreenent, paynents or transfers to be nade by the
Conpany or an Affiliate upon the Grant, exercise or paynent of an Award nay be
made in such formor forms as the Conmittee shall determ ne (including, wthout
limtation, cash, Shares, other securities, other Awards or other property or
any conbination thereof), and nay be nmade in a single payment or transfer, in
installments or on a deferred basis, in each case in accordance with rul es and
procedures established by the Commttee. Such rules and procedures may

i nclude, without limtation, provisions for the paynment or crediting of
reasonabl e interest on installment or deferred paynents or the G ant.

(e) Limts on Transfer of Awards.

(1) Unl ess the Award Agreenent or other docunent evidencing an Award
(or an amendnent thereto authorized by the Comm ttee) expressly states that the
Award is transferable as provided hereunder, no Amard of an Incentive Stock
Option, nor an Option, Stock Appreciation R ght or Perfornance Award granted to
an O ficer or director of the Conmpany, nor any interest in such Award, may be
sol d, assigned, conveyed, gifted, pledged, hypothecated or otherw se
transferred in any manner, other than by will, the laws of descent and

di stribution or as provided herein, and any purported pl edge, alienation
attachment or ot her encunbrance thereof shall be void and unenforceabl e agai nst
the Conpany or any Affiliate.

(2) The Conmittee nmay grant an Award or anend an outstanding Award to
provide that the Award is transferable or assignable (a) in the case of a
transfer wthout the paynent of any consideration, to any R20;fanmily nmenber R21;
as such termis defined in Section 1(a)(5) of the General Instructions to Form
S-8 under the Securities Act, and (b) in any transfer described in clause (ii)
of Section 1(a)(5) of the CGeneral Instructions to Form S-8 under the Securities
Act, provided that foll owi ng any such transfer or assignment the Award wil |
remai n subject to substantially the same terns applicable to the Anard while
held by the Participant to whomit was granted, as nodified as the Comrittee
shal | determ ne appropriate, and as a condition to such transfer the transferee
shal | execute an agreenent agreeing to be bound by such terns.

(3) An Incentive Stock Option nmay be transferred or assigned only to
the extent consistent with Section 422 of the Code.
(4) Except as otherwi se determned by the Commttee, each Option or

St ock Appreciation Right Award or right under any such Award shall be

exerci sable during the ParticipantRl7;s lifetine only by the Participant or, if
perm ssi bl e under applicable Iaw, by the ParticipantRl7;s guardian or |ega
representative. Notwithstanding the foregoing, a Participant may, by
delivering witten notice to the Conpany, in a form provided by or otherw se
satisfactory to the Conpany, designate a third party who, in the event of the
death of the Participant, shall thereafter be entitled to exercise the Option
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Al so, the transfer of an Award to a trust is a perm ssible transfer of the
rights under an Award if under Section 671 of the Code and applicable state
law, the Participant is considered the sole beneficial owner of the Award while
it is held in trust and the exercise terms and restrictions, if any, remain
unchanged and to the extent appropriate, relate to the Participant (e.qg.
Service, death or disability).
(f) Term of Awards. Subject to Section 6.2(e)(3), the term of each
Award shall be fixed by the Committee at the tine of Grant, but shall not be
| onger than 10 years fromthe date of Gant.
(9) Restrictions; Securities Exchange Listing. Al Shares or other
securities delivered under the Plan pursuant to any Award or the exercise
thereof shall be subject to such stop transfer orders and other restrictions as
the Conmittee may deem advi sabl e under the Plan, applicable federal or state
securities laws and regul atory requirements, and the Commttee nmay direct
appropriate stop transfer orders and cause other |egends to be placed on the
certificates for such Shares or other securities to reflect such restrictions.
If the Shares or other securities are traded on a securities exchange, the
Conpany shall not be required, and shall have no liability for failure, to
del iver any Shares or other securities covered by an Award unl ess and unti
such Shares or other securities have been and continue to be admtted for
tradi ng on such securities exchange. No Shares or other assets shall be issued
or delivered pursuant to the Plan, and the Conpany shall have no liability for
failure to issue or deliver Shares under the Plan, unless and until there shal
have been conpliance with all applicable requirenments of applicable securities
laws and all applicable listing requirenents of any stock exchange or trading
system on which the Shares are then traded, if any. No Shares shall be issued
or delivered pursuant to the Plan, and the Conpany shall have no liability for
failure to issue or deliver Shares under the Plan, if doing so would violate
any internal policies of the Conpany.
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(h) Prohi bition on Repricing. Except as provided in Section 7, no
Option or Stock Appreciation R ght may be amended to reduce its initia

exercise or Grant price and no Option or Stock Appreciation R ght shall be
cancel ed and replaced with Options or Stock Appreciation Rights having a | ower
exercise or Grant price, wi thout the approval of the stockhol ders of the
Conpany if such action will nake the Option or Stock Appreciation Right no

| onger exenpt from Code Section 409A

(i) Addi tional Restrictions on Awards. Either at the tine an Award
is granted or by subsequent action, the Commttee may, but need not, inpose
such restrictions, conditions or limtations as it deternm nes appropriate as to
the timng and manner of any resales by a Participant or other subsequent
transfers by a Participant of any Shares issued under an Award, i ncluding
without limtation (a) restrictions under an insider trading policy, (b)
restrictions designed to delay and/or coordinate the timng and manner of sales
by the Participant or Participants, and (c) restrictions as to the use of a
specified brokerage firmfor receipt, resales or other transfers of such Shares.
6.2 Options. The Committee is hereby authorized to grant Options to
Eligible Persons with the following terns and conditions and with such
additional ternms and conditions not inconsistent with the provisions of the
Plan as the Commttee shall determ ne

(a) Exercise Price. The purchase price per Share purchasabl e under
an Option shall be determined by the Committee; provided, however, that such
purchase price shall not be | ess than 100% of the Fair Market Value of a Share
on the date of Grant of such Option

(b) Option Term The term of each Option shall be fixed by the
Conmittee at the time of Grant, but shall not be |onger than 10 years fromthe
date of Grant.

(c) Ti me and Met hod of Exerci se.

(1) General. The Committee shall determine the tine or tines at
which an Option nay be exercised in whole or in part and the nmethod or nethods
by which, and the formor forms (including, without [imitation, cash, Shares,

ot her securities, other Awards or other property, or any conbi nation thereof,
having a Fair Market Value on the exercise date equal to the applicable
exercise price) in which payment of the exercise price with respect thereto may
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be made or deened to have been nade. Except as provided in Sections 6.2(c)(5)
and 7, Options nay be exercised fromtinme to tinme over the period stated in
each Option in such anounts and at such tinmes as shall be prescribed by the
Conmittee, provided that Options shall not be exercised for fractional shares.
(2) Conti nuous Service. Except as provided in Section 6.2(c)(5) or
as determined by the Conmittee, no Option nmay be exercised unless at the tine
of such exercise the Participant is enployed by or in the Service of the
Conpany or any subsidiary of the Conpany and shall have been so enpl oyed or
provi ded such Service continuously since the date such Opti on was granted.
Absence on | eave or on account of illness or disability under rul es established
by the Comm ttee shall not, however, be deened an interruption of enploynent or
Service for this purpose.

(3) Annual Rollover. Unless otherw se deternm ned by the Committee,
vesting of Options shall not continue during an absence on |eave (including an
extended illness) or on account of disability. Unless otherw se deternined by

the Conmittee, if the Participant does not exercise an Option in any one year
with respect to the full nunber of Shares to which the Participant Is entitled
in that year, the ParticipantRl7;s rights shall be cumulative and the
Partici pant may purchase those Shares in any subsequent year during the term of
the Option.
(4) Restricted Disposition of Stock. Unless otherw se determ ned by
the Conmittee, if an Oficer exercises an Option within six nonths of the
Grant, the Shares acquired upon exercise of the Option nmay not be sold unti
six nonths after the G ant.
(5) Term nation of Enployment or Service.
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(A General Rule. Unless otherwi se determned by the Board, in the
event the enpl oynent or Service of the Participant with the Conpany or a
subsidiary term nates for any reason other than because of physical disability
or death as provided in Section 6.2(c)(5)(B) and 6.2(c)(5)(C, the Option may
be exercised at any tinme prior to the expiration date of the Option or the
expiration of 30 days after the date of such term nation, whichever is the
shorter period, but only if and to the extent the Participant was entitled to
exercise the Option at the date of such term nation

(B) Term nati on Because of Total Disability. Unless otherw se
determ ned by the Board, in the event of the term nation of enploynent or

Servi ce because of total disability, the Option my be exercised at any tine
prior to the expiration date of the Option or the expiration of 12 nonths after
the date of such termnation, whichever is the shorter period, but only if and
to the extent the Participant was entitled to exercise the Option at the date
of such termination. The term R20;total disabilityR21; neans a nedically

det erm nabl e nental or physical inpairnent which is expected to result in death
or which has lasted or is expected to last for a continuous period of 12 nonths
or nore and which causes the Participant to be unable, in the opinion of the
Conpany and two i ndependent physicians, to performhis or her duties as an

enpl oyee, director, officer or consultant of the Conpany and to be engaged in
any substantial gainful activity. Total disability shall be deened to have
occurred on the first day after the Conpany and the two i ndependent physicians
have furni shed their opinion of total disability to the Conpany.

(O Term nation Because of Death. Unless otherw se determ ned by the
Board, in the event of the death of a Participant while enployed by or
providing Service to the Conpany or a subsidiary, the Option may be exercised
at any tinme prior to the expiration date of the Option or the expiration of 12
nonths after the date of death, whichever is the shorter period, but only if
and to the extent the Participant was entitled to exercise the Option at the
date of death and only by the person or persons to whom such ParticipantRl7;s
rights under the Option shall pass by the ParticipantRl7;s will or by the |l aws
of descent and distribution of the state or country of donmicile at the tinme of
death, the ParticipantRl7;s grantor trust described in Section 6.1(e)(4) or the
beneficiary designated in accordance with Section 6.1(e)(4).

(D) Amendnent of Exercise Period Applicable to Termi nation. The
Board, at the time of grant or, with respect to an Option that is not an
Incentive Stock Option, at any tinme thereafter, may extend the 30 day and 12
nont h exerci se periods any length of tine not |onger than the origina
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expiration date of the Option, and may increase the portion of an Option that
is exercisable, subject to such terns and conditions as the Board may
det erm ne, provided such extensi on does not subject the Plan or an Award to
Section 409A of the Code.
(E) Failure to Exercise Option. To the extent that the Option is not
exercised within the applicable period, all further rights to purchase Shares
pursuant to such Option shall cease and term nate.
(d) Absence of Qther Deferral Features. Nothing contained herein
shall pernmit an Award of an Option that includes any feature for the deferra
of compensation other than that described in Code Section 409A and Treasury
Regul ation (s) 1.409A-1(b)(5)(i)(A)(3).
(e) I ncentive Stock Options. Notwi thstanding anything in the Plan to
the contrary, the follow ng additional provisions shall apply to the grant of
Options which are intended to qualify as Incentive Stock Options:
(1) The Conmittee will not grant Incentive Stock Options in which the
aggregate Fair Market Value (determned as of the tinme the Option is granted)
of the Shares with respect to which Incentive Stock Options are exercisable for
the first time by any Participant during any cal endar year (under this Plan and
all other plans of the Conpany and its Affiliates) shall exceed $100,000. |If
and to the extent that any Shares are issued under a portion of any Incentive
Stock Option that exceeds the $100,000 Iimtation of Section 422 of the Code,
such Shares shall not be treated as issued under an Incentive Stock Option
not wi t hst andi ng any desi gnati on ot herw se.
(2) Al'l Incentive Stock Options rmust be granted within 10 years from
the earlier of the date on which this Plan was initially adopted by the Board
or the date this Plan was initially approved by the stockhol ders of the Conpany.
(3) Unl ess sooner exercised, all Incentive Stock Options shall expire
and no | onger be exercisable no later than 10 years after the date of G ant;
provi ded, however, that in the case of a grant of an Incentive Stock Option to
a Participant who, at the tine such Option is granted, owns (within the neaning
of Section 422 of the Code) stock possessing nore than 10% of the tota
conbi ned voting power of all classes of stock of the Conpany or of its
Affiliate, such Incentive Stock Option shall expire and no | onger be
exercisable no later than 5 years fromthe date of G ant.
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(4) The purchase price per Share for an Incentive Stock Option shal
be not |ess than 100% of the Fair Market Value of a Share on the date of G ant
of the Incentive Stock Option; provided, however, that, in the case of the
grant of an Incentive Stock Option to a Participant who, at the tinme such
Option is Granted, owns (within the meani ng of Section 422 of the Code) stock
possessi ng nmore than 10% of the total combined voting power of all classes of
stock of the Conpany or of its Affiliate, the purchase price per Share
purchasabl e under an Incentive Stock Option shall be not |ess than 110% of the
Fair Market Value of a Share on the date of Grant of the Incentive Stock Option.
(5) Any | ncentive Stock Option authorized under the Plan shal

contain such other provisions as the Conmttee shall deem advi sabl e, but shal
in all events be consistent with and contain all provisions required in order
to qualify the Option as an Incentive Stock Option

(6) To the extent that the Award Agreenent specifies that an Option
is intended to be treated as an Incentive Stock Option, the Option is intended
to qualify to the greatest extent possible as an R20;incentive stock opti onR21;
within the nmeani ng of Section 422 of the Code, and shall be so construed;

provi ded, however, that any such designation shall not be interpreted as a
representation, guarantee or other undertaking on the part of the Conpany that
the Option is or will be determined to qualify as an Incentive Stock Option
Certain decisions, anendnments, interpretations and actions by the Commttee and
certain actions by a Participant nmay cause an Option to cease to qualify as an
I ncentive Stock Option pursuant to the Code and by accepting an Qption the
Partici pant agrees in advance to such disqualifying action. Notw thstanding
any other provision of the Plan to the contrary, the Conmmttee may at any tine
wi t hout the consent of the Participant convert an Incentive Stock Option to a
Non- Qual i fi ed Stock Opti on.

6.3 St ock Appreciation Rights.

(a) CGeneral. The Committee is hereby authorized to grant Stock
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Appreciation Rights to Eligible Persons subject to the terns of the Plan and
any applicable Anmard Agreenent. Each Stock Appreciation Ri ght granted under
the Plan shall confer on the hol der upon exercise the right to receive an
amount equal in value to the excess of (a) the Fair Market Value of one Share
on the date of exercise (or, if the Commttee shall so determne, at any tine
during a specified period before or after the date of exercise) over (b) the
Grant price of the Stock Appreciation R ght as determ ned by the Conmittee,
which Grant price shall not be | ess than 100% of the Fair Market Val ue of one
Share on the date of Grant of the Stock Appreciation Right, multiplied by the
nunber of Shares covered by the Stock Appreciation Right or portion thereof,
that is surrendered. Paynent by the Conpany upon exercise of a Stock
Appreciation Right may be nade in Shares valued at Fair Market Value, in cash,
or partly in Shares and partly in cash, all as determ ned by the Conmttee.
Subject to the terns of the Plan, the Grant price, term nmethods of exercise
dat es of exercise and any other terns and conditions (including conditions or
restrictions on the exercise thereof) of any Stock Appreciation R ght shall be
as determned by the Conmittee.
(b) Tandem Rights. |If a Stock Appreciation Right is granted in
connection with an Option, the following rules shall apply: (1) the Stock
Appreciation Right shall be exercisable only to the extent and on the sane
conditions that the related Option could be exercised; (2) the Stock
Appreciation Rights shall be exercisable only when the Fair Market Value of the
Shares exceeds the exercise price of the related Option; (3) the Stock
Appreciation Right shall be for no nore than 100 percent of the excess of the
Fair Market Value of the Shares at the time of exercise over the Option price;
(4) upon exercise of the Stock Appreciation Right, the Option or portion
thereof to which the Stock Appreciation Right relates term nates; and (5) upon
exercise of the Option, the related Stock Appreciation R ght or portion thereof
term nat es.
(c) Restricted Period. Unless otherw se deternined by the Committee,
no Stock Appreciation Right granted to an Oficer or director nmay be exercised
during the first six nonths following the date of the Gant.
(d) Absence of Qther Deferral Features. Nothing contained herein
shall permit an Award of a Stock Appreciation Right that includes any feature
for the deferral of conpensation other than that described in Code Section 409A
and Treasury Regulation (s) 1.409A-1(b)(5)(i)(A)(3).
6.4 St ock Bonus.
(a) General. The Committee may award Shares under the Plan as a
Stock Bonus. Shares awarded as a bonus shall be subject to the terns,
conditions, and restrictions determned by the Committee. The restrictions may
i nclude restrictions concerning transferability and forfeiture of the Shares
awar ded, together with such other restrictions as may be determ ned by the
Conmittee.
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(b) Non-vested Dividends. |If Shares are subject to forfeiture, al

di vi dends or other distributions paid by the Conpany with respect to the Shares
shal |l be retained by the Conpany until the Shares are no | onger subject to
forfeiture, at which time all accunul ated anmounts shall be paid to the
reci pi ent.

(c) Award Agreenent. The Conmittee may require the recipient to sign
an Award Agreenent as a condition of the Award, but may not require the

reci pient to pay any nonetary consideration other than anmounts necessary to
satisfy tax withholding requirements. The Award Agreement may contain any
terns, conditions, restrictions, representations and warranties required by the
Conmittee. The certificates representing the Shares awarded shall bear any

| egends required by the Conmittee.

(d) Hol ding Period. Unless otherw se deternm ned by the Comittee,
Shares awarded as a Stock Bonus to an Oficer nay not be sold until six nonths
after the date of the Award.

6.5 Restricted Stock and Restricted Stock Units. The Conmttee is
hereby authorized to grant Restricted Stock and Restricted Stock Units to
Eligible Persons with the followi ng terns and conditions and with such
additional ternms and conditions not inconsistent with the provisions of the
Plan as the Committee shall determ ne
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(a) Restrictions. Shares of Restricted Stock and Restricted Stock
Units shall be subject to such restrictions as the Committee nmay inpose
(including, without Ilimtation, a restriction on or prohibition against the
right to receive any dividend or other right or property with respect thereto),
which restrictions may | apse separately or in conbination at such tine or
times, in such installnments or otherwi se as the Conmittee nay deem appropri ate.
(b) | ssuance of Shares. Any Restricted Stock granted under the Pl an
may be evidenced in such manner as the Board nmay deem appropriate, including
book-entry registration or issuance of a stock certificate or certificates,
which certificate or certificates shall be held by the Conpany. Such
certificate or certificates shall be registered in the nane of the Partici pant
and shall bear an appropriate |legend referring to the restrictions and possible
forfeiture applicable to such Restricted Stock, as set forth in the Award
Agr eenent .
(c) Forfeiture. Except as otherw se determned by the Conmittee,
upon a ParticipantRl7;s termnati on of Service (as determ ned under criteria
established by the Committee) during the applicable restriction period, al
appl i cabl e Shares of Restricted Stock and Restricted Stock Units at such tine
subject to restriction shall be forfeited and reacquired by the Conpany;
provi ded, however, that the Cormittee may, when it finds that a waiver would be
in the best interest of the Conpany, waive in whole or in part any or al
remai ning restrictions with respect to Shares of Restricted Stock or Restricted
Stock Units.
(d) Non-vested Dividends. |If Shares are subject to forfeiture, al
di vi dends or other distributions paid by the Conmpany with respect to the Shares
shal |l be retained by the Conpany until the Shares are no | onger subject to
forfeiture, at which time all accunul ated amounts shall be paid to the
reci pi ent.
(e) Hol di ng Period. Unless otherw se deternm ned by the Comittee,
Shares awarded to an O ficer may not be sold until six nmonths after the date of
the Award.
6.6 Per f or mance Awards.
(a) CGeneral. The Committee is hereby authorized to grant Performance
Awards to Eligible Persons subject to the terns of the Plan. A Performance
Award granted under the Plan (i) nmay be denom nated or payable in cash, Shares
(including, without Ilimtation, Restricted Stock and Restricted Stock Units),
ot her securities, other Awards or other property and (ii) shall confer on the
hol der thereof the right to receive paynents, in whole or in part, upon the
achi evenent of such Performance Goal s during such perfornmance periods as the
Conmittee shall establish. Subject to the terns of the Plan, the Perfornmance
Goal s to be achieved during any performance period, the |length of any
performance period, the amount of any Perfornmance Award granted, the anmount of
any paynent or transfer to be made pursuant to any Performance Award and any
other terns and conditions of any Performance Award shall be determ ned by the
Commttee. In the event that the mini mum Perfornmance CGoal established by the
Conmittee is not achieved at the conclusion of a period, no paynent shall be
nmade to the Participants. |n the event the naxi mum Perfornmance Goal is
achi eved, 100 percent of the nonetary val ue of the Performance Awards shall be
paid to or vested in the Participants.
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(b) Qual i fied Performance-Based Conpensation

(1) Fromtinme to tine, the Committee may desi gnate an Award granted
pursuant to the Plan as an award of R20;qualified performance-based

conpensati onR21; within the neaning of Section 162(n) of the Code (a
R20; Qual i fi ed Performance Based AwardR21;). Qualified Performance Based Awards
shall, to the extent required by Section 162(n), be conditioned solely on the
achi evenent of one or nore objective Performance Goals, and such Performance
Coal s shall be established by the Conmittee within the tine period prescribed
by, and shall otherw se conply with the requirenents of Section 162(nj.

(2) The Committee shall also certify in witing that such Performance
Coal s have been net prior to paynment of the Qualified Performance Based Awards
to the extent required by Section 162(m.

(3) To the extent that (a) the Committee determines that an Award is
to conply with the performance-based excepti on under Section 162(nm of the Code
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and (b) the Award is denom nated in Shares, a Stock Option or Stock

Appreci ation Right may not be exercised or other conpensation from other such
Awards may not be paid (actually or constructively) until there is conpliance
with the requirenents of Section 162(nm). The foregoing shall not apply to the
extent that Section 162(m does not apply or the conpensation limtation
referred to therein would not be exceeded even if the conpensation arising from
the Award was not perfornance-based.

7. Changes in Capital Structure.

7.1 Equity Restructuring. In the event of any Equity Restructuring,
the nunber and type of Shares (or other securities or other property) avail able
under this Plan or subject to outstanding Awards, and the purchase price or
exercise price with respect to any Award will be proportionately adjusted;
provi ded, however, that the nunber of Shares covered by any Award or to which
such Award rel ates shall always be a whole nunber. The adjustnents provided
under this Section 7 shall be nondiscretionary and shall be final and binding
on the affected Partici pant and the Conpany. The Committee shall make such
proportionate adjustnents, if any, as the Conmittee in its discretion nay deem
appropriate to reflect such Equity Restructuring with respect to (i) the
aggregat e nunber and ki nd of shares that nmay be issued under the Plan
(including, but not limted to, adjustnents of the limtations in Sections 4.1
and 6.6 hereof) and that are subject to any Awards previously granted, and (ii)
the exercise or settlement prices of such Awards, so as to maintain the
proportionate nunber of Shares or other securities subject to such Awards

wi t hout changi ng the aggregate exercise or settlenment price, if any.

7.2 Corporate Transactions. In the event of a nmerger, consolidation
pl an of exchange, acquisition of property or stock, separation, reorganization
or liquidation to which the Conpany or a subsidiary is a party or a sale of al
or substantially all of the ConpanyRl7;s assets (each, a R20; Transacti onR21;),
the Conmittee shall, in its sole discretion and to the extent possible under
the structure of the Transaction, select one of the followi ng alternatives for
treating outstandi ng Anards under the Pl an:

(a) Qut st andi ng Awards shall remain in effect in accordance with
their terns.
(b) Qut st andi ng Awards shall be converted into Awards in the

corporation that is the surviving or acquiring corporation in the Transaction
The anmount, type of securities subject thereto and exercise price of the
converted Awards shall be determ ned by the Conmittee, taking into account the
relative values of the conpanies involved in the Transaction and the exchange
rate, if any, used in determining shares of the surviving corporation to be

i ssued to hol ders of shares of the Company. Unless otherw se determ ned by the
Conmittee, the converted Awards shall be vested only to the extent that the
vesting requirenments relating to Awards granted hereunder have been sati sfi ed.
(c) The Conmittee shall provide a 30 day period prior to the
consummati on of the Transaction during which outstandi ng Awards nmay be
exercised to the extent then exercisable or vested, and upon the expiration of
such 30 day period, all unexercised and nonvested Awards shall imredi ately
termnate and be forfeited. The Conmmittee may, in its sole discretion

accel erate the exercisability or vesting of Awards so that they are exercisable
or vested in full during such 30 day peri od.

7.3 Di ssolution of the Conpany. 1In the event of the dissolution of
the Company, Awards shall be treated in accordance with Section 7.2(c).
7.4 Ri ghts | ssued by Another Corporation. The Committee may al so

grant Options, Stock Appreciation R ghts, Performance Awards, and Stock Bonuses
and i ssue Restricted Stock or Restricted Stock Units under the Plan having
terns, conditions and provisions that vary fromthose specified in this Plan
provi ded that any such Awards are granted in substitution for, or in connection
with the assunption of, existing Options, Stock Appreciation Rights, Stock
Bonuses, Restricted Stock, Restricted Stock Units and Perfornmance Awards
granted, awarded or issued by another corporation and assumed or ot herw se
agreed to be provided for by the Conmpany pursuant to or by reason of a
Transacti on.

Page 35 of 39

8. Anmendnents and Term nation
8.1 Amendnents to the Plan. The Board may anend, alter, suspend
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di scontinue or termnate the Plan at any tine; provided, however, that,
notwi t hst andi ng any ot her provision of the Plan or any Award Agreenent, without
the approval of the stockhol ders of the Conpany, no such anendnent, alteration
suspensi on, discontinuation or termnation shall be made that, absent such
approval :

(a) violates the rules or regulations of any securities exchange that
is applicable to the Conpany;

(b) causes the Conpany to be unabl e, under the Code, to grant

I ncentive Stock Options under the Plan

(c) i ncreases the nunber of Shares authorized under the Pl an

(d) permts the award of Options or Stock Appreciation Rights at a

price |less than 100% of the Fair Market Value of a Share on the date of G ant
of such Option or Stock Appreciation R ght, as prohibited by Sections 6.2(a)
and 6.3 of the Plan or the repricing of Options or Stock Appreciation Rights,
as prohibited by Section 6.1(h) of the Plan; or

(e) woul d prevent the grant of Options or Stock Appreciation Rights
that would qualify under Section 162(n) of the Code.
8.2 Amendnents to Awards. The Conmittee nay wai ve any conditions of

or rights of the Conmpany under any outstandi ng Award, prospectively or
retroactively. Except as otherw se provided herein or in an Award Agreenent,
the Conmittee may not amend, alter, suspend, discontinue or term nate any

out st andi ng Award, prospectively or retroactively, if such action would
adversely affect the rights of the holder of such Award, wi thout the consent of
the Participant or holder or beneficiary thereof. Notw thstanding the

sati sfaction of any applicable Performnce Goals, to the extent specified in
the Award Agreenent, the nunber of Shares, Options, Stock Appreciation Rights,
Restricted Stock and Restricted Stock Units or other benefits granted, issued,
and or vested under an Award on account of satisfaction of such Performance
Goal s may be reduced by the Commttee on the basis of such further

consi derations as the Committee, in its sole discretion, shall determ ne

Not wi t hst andi ng the foregoing, the Committee shall not waive any conditions or
rights of the Conpany, or otherw se amend or alter any outstanding Qualified
Per f or mance Based Award in such a manner as to cause such Award not to
constitute R20;qualified performance-based conpensati onR21; within the meaning
of Section 162(n) of the Code.

8.3 Correction of Defects, Orissions and |nconsistencies. The
Conmittee may correct any defect, supply any om ssion or reconcile any

i nconsistency in the Plan or in any Anard or Award Agreenent in the manner and
to the extent it shall deemdesirable to inplement or maintain the

ef fectiveness of the Plan.

9. I ncome Tax Wt hhol di ng and Cashl ess Exercise. In order to
conply with all applicable federal, state or local incone tax |aws or
regul ati ons, the Conmpany may take such action as it deens appropriate to ensure
that all applicable federal, state or |ocal payroll, wthholding, inconme or

ot her taxes, which are the sole and absolute responsibility of a Participant,
are withheld or collected fromsuch Participant. The Conpany nay require any
reci pient of an Award to pay to the Conpany in cash upon demand anobunts
necessary to satisfy any applicable federal, state or local tax w thhol ding
requirenments. |If the recipient fails to pay the anmbunt demanded, the Conpany
may withhol d that anount from ot her anmpbunts payabl e by the Conpany to the

reci pient, including salary or fees for services, subject to applicable | aw.

In order to assist a Participant in paying all or a portion of the federal
state and |l ocal taxes to be withheld or collected upon exercise or receipt of
(or the lapse of restrictions relating to) an Award, the Conmittee, inits

di scretion and subject to such additional ternms and conditions as it may adopt,
may permit the Participant to satisfy such tax obligation by (i) electing to
have the Conpany wi thhold a portion of the Shares otherw se to be delivered
upon exercise or receipt of (or the |apse of restrictions relating to) such
Award with a Fair Market Value equal to the amount of such taxes (but only to
the extent of the m nimum anount required to be withhel d under applicable | aws
or regulations) or (ii) delivering to the Conpany Shares ot her than Shares

i ssuabl e upon exercise or receipt of (or the | apse of restrictions relating to)
such Award with a Fair Market Value equal to the anpbunt of such taxes (but only
to the extent of the m ni mum amount required to be w thheld under applicable

| aws or regulations). The election, if any, nust be nade on or before the date
that the amount of tax to be withheld is deternined.
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10. CGeneral Provisions.
10. 1 No Rights to Anmards. No Eligible Person or other Person shal
have any claimto be granted any Award under the Plan, and there is no
obligation for uniformty of treatment of Eligible Persons or hol ders or
beneficiaries of Amards under the Plan. The terns and conditions of Awards
need not be the sane with respect to any Participant or with respect to
di fferent Participants.
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10. 2 Award Agreenents. No Participant will have rights under an Award
granted to such Participant unless and until an Award Agreenent shall have been
duly executed on behalf of the Conpany and, if requested by the Conpany, signed
by the Participant.

10. 3 Plan Provisions Control. |In the event that any provision of an
Award Agreenent conflicts with or is inconsistent in any respect with the terns
of the Plan as set forth herein or subsequently anended, the terns of the Plan
shal | control

10. 4 No Ri ghts of Stockhol ders. Except with respect to Shares of
Restricted Stock as to which the Participant has been granted the right to
vote, neither a Participant nor the ParticipantRl7;s |egal representative shal
be, or have any of the rights and privileges of, a stockhol der of the Conpany
with respect to any Shares issuable to such Participant upon the exercise or
paynment of any Award, in whole or in part, unless and until such Shares have
been issued in the nane of such Participant or such ParticipantRl7;s |ega
representative without restrictions thereto.

10.5 No Limt on Ot her Conpensation Arrangenments. Nothing contained in
the Plan shall prevent the Conpany or any Affiliate from adopting or continuing
in effect other or additional conpensation arrangenents, and such arrangenents
may be either generally applicable or applicable only in specific cases.

10.6 No Right to Enploynent. The grant of an Award shall not be
construed as giving a Participant the right to be retained in the enploy, or as
giving a director of the Conpany or an Affiliate the right to continue as a

director or an Affiliate of the Conmpany or any Affiliate, nor will it affect in
any way the right of the Conmpany or an Affiliate to termnate a
Partici pant RL7; s enpl oynent or Service at any time, with or without cause. In

addi tion, the Conpany or an Affiliate may at any tine disniss a Participant
fromenploynent, or termnate the termof a director of the Conmpany or an
Affiliate, free fromany liability or any claimunder the Plan or any Award,
unl ess ot herwi se expressly provided in the Plan or in any Award Agreenent.
Nothing in this Plan shall confer on any person any |egal or equitable right
agai nst the Conpany or any Affiliate, directly or indirectly, or give rise to
any cause of action at law or in equity against the Conpany or an Affiliate.
The Awards granted hereunder shall not formany part of the wages or salary of
any Eligible Person for purposes of severance pay or term nation indemiti es,
irrespective of the reason for term nation of enploynent. Under no

circunst ances shall any person ceasing to be an enpl oyee of the Conpany or any
Affiliate be entitled to any conpensation for any |oss of any right or benefit
under the Pl an which such enpl oyee m ght otherw se have enjoyed but for

term nation of enploynent, whether such conpensation is clained by way of
danages for wongful or unfair dismissal, breach of contract or otherw se. By
participating in the Plan, each Participant shall be deemed to have accepted
all the conditions of the Plan and the terns and conditions of any rules and
regul ati ons adopted by the Conmittee and shall be fully bound thereby.

10. 7 Conpany Actions Unrestrained. The existence of outstanding Awards
shall not affect in any way the right or power of the Conpany or its

sharehol ders to make or authorize any or all adjustments, recapitalizations,
reor gani zati ons, exchanges, or other changes in the ConpanyRl7;s capita
structure or its business, or any merger or consolidation of the Conpany or any
i ssuance of Shares or other securities or subscription rights thereto, or any
i ssuance of bonds, debentures, preferred or prior preference stock ahead of or
affecting the Shares or other securities of the Conpany or the rights thereof,
or the dissolution or liquidation of the Conpany, or any sale or transfer of
all or any part of its assets or business, or any other corporate act or
proceedi ng, whether of a simlar character or otherwi se. Further, except as
expressly provided herein or by the Conmittee, (i) the issuance by the Conpany
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of shares of stock or any class of securities convertible into shares of stock
of any class, for cash, property, |abor or services, upon direct sale, upon the
exercise of rights or warrants to subscribe therefor, or upon conversion of
shares or obligations of the Conpany convertible into such shares or other
securities, (ii) the paynment of a dividend in property other than Shares, or
(iii) the occurrence of any similar transaction, and in any case whether or not
for fair value, shall not affect, and no adjustnent by reason thereof shall be
made with respect to, the nunber of Shares subject to Options or other Awards
theretofore granted or the purchase price per Share, unless the Conmittee shal
determne, inits sole discretion, that an adjustnent is necessary or
appropri ate.
10.8 Governing Law. The validity, construction and effect of the Plan
or any Award, and any rules and regulations relating to the Plan or any Award,
shal | be determined I n accordance with the internal |aws, and not the |aw of
conflicts, of the State of Oregon
10.9 Severability. |If any provision of the Plan or any Award is or
beconmes or is deenmed to be invalid, illegal or unenforceable in any
jurisdiction or woul d disqualify the Plan or any Award under any |aw deened
applicable by the Conmittee, such provision shall be construed or deemned
amended to conformto applicable laws, or if it cannot be so construed or
deened amended wi thout, in the determ nation of the Conmittee, materially
altering the purpose or intent of the Plan or the Award, such provision shal
be stricken as to such jurisdiction or Anvard, and the renmi nder of the Plan or
any such Award shall renmain in full force and effect.
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10. 10 No Trust or Fund Created. Neither the Plan nor any Award shal
create or be construed to create a trust or separate fund of any kind or a
fiduciary relationship between the Conpany or any Affiliate and an Eligible
Person or any other Person. To the extent that any Person acquires a right to
recei ve paynents fromthe Conpany or any Affiliate pursuant to an Award, such
right shall be no greater than the right of any unsecured general creditor of
the Conpany or any Affiliate.

10. 11 O her Benefits. No conpensation or benefit awarded to or realized
by any Participant under the Plan shall be included for the purpose of
conputing such ParticipantRl7;s conmpensati on under any comnpensati on-based
retirement, disability, or simlar plan of the Conpany unless required by |aw
or otherw se provided by such other plan

10. 12 No Fractional Shares. No fractional Shares shall be issued or
delivered pursuant to the Plan or any Award, and the Conmittee shall determ ne
whet her cash shall be paid in lieu of any fractional Shares or whether such
fractional Shares or any rights thereto shall be canceled, term nated or

ot herwi se el i m nated.

10. 13 Headi ngs. Headings are given to the Sections and subsections of
the Plan solely as a convenience to facilitate reference. Such headi ngs shal
not be deened in any way material or relevant to the construction or
interpretation of the Plan or any provision thereof.

10. 14 Securities and Tax Law Conpliance. The Plan is intended to conply
in all respects with Rule 16b-3 or any successor provision, as in effect from
time to time, and in all events the Plan shall be construed in accordance wth
the requirenents of Rule 16b-3. |If any Plan provision does not conply with
Rul e 16b-3 as hereafter amended or interpreted, the provision shall be deened
i noperative. The Board, in its absolute discretion, may bifurcate the Plan so
as to restrict, limt or condition the use of any provision of the Plan with
respect to persons who are officers or directors subject to Section 16 of the
Exchange Act without so restricting, limting or conditioning the Plan with
respect to other Eligible Persons. Wth respect to Options and Stock
Appreciation Rights, the Conpany intends to have the Plan adm nistered in
accordance with the requirenments for the award of R20;qualified

per f or mance- based conpensati onR21; wthin the meaning of Section 162(m of the
Code. To the extent applicable, the Plan and Award Agreenent shall be
interpreted to the degree necessary to qualify the Plan and any Award
thereunder for any exenption avail able under Section 409A of the Code and
notwi t hst andi ng any provision of the Plan to the contrary, the Board may adopt
such anendnents to the Plan and the applicable Award Agreenents or adopt other
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policies or procedures (including amendnents, policies and procedures with
retroactive effect) or take any other actions that the Board determ nes are
necessary or appropriate to exenpt the Plan and Awards from Secti on 409A of the
Code and/or preserve the intended tax treatnent of the benefits provided with
respect to the Awards.
10. 15 Condi tions Precedent to |Issuance of Shares. Shares shall not be
i ssued, and the Conpany shall not have any liability for failure to issue
Shares, pursuant to the exercise or paynent of the purchase price relating to
an Award unl ess such exercise or paynent and the issuance and delivery of such
Shares pursuant thereto shall conply with all relevant provisions of |aw,
including, without limtation, the Securities Act, the Exchange Act, the rules
and regul ations promul gated thereunder, the requirenents of any applicable
St ock Exchange and the Oregon Business Corporation Act. As a condition to the
exerci se or paynent of the purchase price relating to such Award, the Conpany
may require that the person exercising or paying the purchase price represent
and warrant that the Shares are being purchased only for investrment and wi t hout
any present intention to sell or distribute such Shares if, in the opinion of
counsel for the Conpany, such a representation and warranty is required by |aw.
10. 16 No Obligation to Notify. The Company shall have no duty or
obligation to any holder of an Award to advi se such holder as to the tinme or
manner of exercising any rights of such Award. Furthernore, the Conpany shal
have no duty or obligation to warn or otherw se such hol der of a pending
term nation or expiration of such an award or a possible period in which the
Award may not be exercised. The Conpany has no duty or obligation to mnimnze
the tax consequences of an Award to the hol der of such Award.
10. 17 Limtation on Liability. The Conpany shall not be liable to a
Partici pant or other persons as to: (a) the non-issuance or sale of Shares as
to which the Conmpany has been unable to obtain fromany regul atory body havi ng
jurisdiction the authority deenmed by the ConpanyRl7;s counsel to be necessary
to the lawful issuance and sale of any Shares hereunder; and (b) any tax
consequence expected, but not realized, by any Participant or other person due
to the receipt, exercise or settlenent of any Award granted hereunder
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11. Ef fective Date and Duration

11.1 Effective Date. This Restated Pl an shall beconme effective as of
upon the approval of the shareholders. No Award granted under the Restated
Plan to an officer who is subject to Section 16(b) of the Exchange Act (an

R20; OfFficerR21;) or a director, and no Incentive Stock Option under the
Restated Pl an, shall become exercisable, however, until the Restated Plan is
approved by the affirmative vote of the holders of a majority of the Shares
represented at a sharehol ders nmeeting at which a quorumis present and any such
Awar ds under the Restated Plan made prior to such approval and not otherw se
covered by the Plan as in effect prior to this restatenent shall be conditioned
on and subject to such approval. Subject to this limtation, Awards may be
granted and Shares may be awarded as bonuses or sold under the Plan at any tine
after the effective date and before term nation of the Plan

11.2 Duration. No Award shall be granted under the Plan after (a) the
tenth anniversary of the earlier of (i) the date on which this Plan was adopted
by the Board or (ii) the date this Plan was approved by the stockhol ders of the
Conpany, or (b) any earlier date of discontinuation or term nation established
pursuant to Section 8.1 of the Plan. However, unless otherw se expressly
provided in the Plan or in an applicable Award Agreenent, any Award theretofore
granted may extend beyond such date, and the authority of the Commttee

provi ded for hereunder with respect to the Plan and any Awards, and the
authority of the Board to anend the Plan, shall extend beyond the termnation
of the Plan. Page 39 of 39
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