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Crexendo, Inc.
1615 South 52nd Street
Tempe, Arizona 85281

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To be held on July 12, 2016

The annual meeting of shareholders of Crexendo, Inc. will be held at our corporate headquarters located at 1615 South
52nd Street, Tempe, AZ, 85281 on July 12, 2016 at 2:00 p.m., local time.

The purpose of the meeting is to consider, discuss and vote upon the following proposals:
-To elect three Class I directors, each for a term of six years, expiring at our annual meeting of shareholders to be
held during 2022 or until a successor has been duly elected and qualified and elect two Class II directors, each for a
term of three years, expiring at our annual meeting of shareholders to be held during 2019 or until a successor has

been duly elected and qualified and;

-To consider and vote upon a proposal to give the Board of Directors the authority to change the Incorporated State
from Delaware to Nevada;

-To consider and vote upon a proposal for advisory approval of the compensation of the Company’s named executive
officers;

-To transact such other business as may properly come before the meeting, or any adjournment or postponement of
the meeting.

The three proposals described above are more fully described in the proxy statement accompanying this notice. Only
shareholders of record at the close of business on May 20, 2016 may vote at the meeting or any adjournment or
postponement of the meeting.

Your vote is important. Please complete, sign, date and return your proxy card in the enclosed envelope promptly.

By order of our Board of Directors,

By: /s/ Jeffrey G. Korn
Jeffrey G. Korn, Secretary

May 31, 2016
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Crexendo, Inc.
1615 South 52nd Street
Tempe, Arizona 85281

PROXY STATEMENT
FOR ANNUAL MEETING OF SHAREHOLDERS
To be held July 12, 2016

SOLICITATION AND REVOCABILITY OF PROXY
General

We are furnishing you this proxy statement in connection with the solicitation by our Board of Directors of proxies
from holders of outstanding shares of our common stock, to be voted at our annual meeting of shareholders to be held
on July 12, 2016 at 1615 South 52nd Street, Tempe, AZ, 85281, at 2:00 p.m. local time, and at any and all
postponements or adjournments thereof. This proxy statement and the enclosed form of proxy card are being first
mailed or made available to our shareholders on or about May 31, 2016.

The purpose of the meeting is to consider, discuss and vote on the following proposals:

-To elect three Class I directors, each for a term of six years, expiring at our annual meeting of shareholders to be
held during 2022 or until a successor has been duly elected and qualified and elect two Class II directors, each for a
term of three years, expiring at our annual meeting of shareholders to be held during 2019 or until a successor has
been duly elected and qualified and;

-To consider and vote upon a proposal to give the Board of Directors the authority to change the Incorporated State
from Delaware to Nevada;

-To consider and vote upon a proposal for advisory approval of the compensation of the Company’s named executive
officers;

-To transact such other business as may properly come before the meeting, or any adjournment or postponement of
the meeting.

We use several abbreviations in this proxy statement. We may refer to our company as “us,” “we,” “Crexendo” or the
“company.” The term “meeting” generally refers to our 2016 Annual Meeting of Shareholders and references to our
“Board” refer to our Board of Directors.

The enclosed annual report to shareholders is not to be regarded as proxy soliciting material. If you would like an
additional copy of the enclosed annual report, please contact us at 1615 South 52nd Street, Tempe, AZ, 85281, Attn:
Investor Relations, telephone: (602) 714-8500.
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Record Date and Voting Securities

Our Board has fixed the close of business on May 20, 2016 as the record date for the determination of shareholders
entitled to receive notice of and to vote at the meeting and any adjournment or postponement of the meeting. Only
holders of record of our common stock on May 20, 2016 (the “Record Date”) are entitled to vote at the meeting. If your
shares are owned of record in the name of a broker or other nominee, you should follow the voting instructions
provided by your nominee. Each holder of record of our common stock at the close of business on the Record Date is
entitled to one vote per share on each matter to be voted upon by our shareholders at the meeting. As of the Record
Date there were 13,320,246 shares of common stock issued and outstanding.

Voting and Revocability of Proxies

Our Board is soliciting the accompanying proxy for use at the meeting. Shareholders of record as of the Record Date
can vote their proxy via one of three ways. It is not necessary to mail your proxy card if you are voting by internet or
fax. If you have questions in regards to your proxy, or need assistance in voting, please contact our independent proxy
tabulator, Issuer Direct Corp. at 866.752.8683, proxy @iproxydirect.com.

VOTE BY MAIL: Please mark, sign, date, and return this Proxy Card
promptly using the enclosed envelope.

VOTE BY FAX: Please mark, sign and date this proxy card promptly and
fax to 202-521-3464.

VOTE BY INTERNET: www.iproxydirect.com

If you submit a proxy using one of the methods described above, your proxy may be revoked at any time prior to its

use by: (1) delivering to our secretary a signed notice of revocation or a later dated proxy, (2) attending the meeting

and voting in person, or (3) giving notice of revocation of the proxy at the meeting. Attendance at the meeting will

not in itself constitute the revocation of a proxy. Prior to the meeting, any written notice of revocation should be sent

to Crexendo, Inc., 1615 South 52nd Street, Tempe, AZ, 85281 Attention: Corporate Secretary. Any notice of

revocation that is delivered at the meeting should be hand delivered to our corporate secretary before the vote is taken.

A stockholder may be requested to present identification documents for the purpose of establishing such stockholder’s
identity. The last valid vote you submit chronologically will supersede your prior vote(s).

Shares of our common stock, represented by properly executed proxies, will be voted in accordance with the
instructions indicated on such proxies. If no specific instructions are given, the shares will be voted FOR the election
of each of the nominees for director set forth herein and FOR ratification. In addition, if other matters come before
the meeting, the persons named in the accompanying form of proxy will vote in accordance with their best judgment
with respect to such matters. We are not aware of any other matters to be submitted to a vote of shareholders at the
meeting.

One or more inspectors of election, duly appointed for that purpose, will count and tabulate the votes cast and report
the results of the votes at the meeting to our management. Your vote at the meeting will not be disclosed except as
needed to permit the inspector to tabulate and certify the votes, or as is required by law.

Quorum, Voting Requirements and Effect of Abstentions and Broker Non-Votes

At the meeting, the inspector of election will determine the presence of a quorum and tabulate the results of the voting
by shareholders. The holders of a majority of the total number of outstanding shares of our common stock that are
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entitled to vote at the meeting (at least 6,660,123 shares) must be present in person or by proxy in order to have the
quorum that is necessary for the transaction of business at the meeting. Shares of our common stock represented in
person or by proxy (including shares that abstain or do not vote with respect to one or more of the matters to be voted
upon) will be counted for purposes of determining whether a quorum exists. If a quorum is not present, the meeting
will be adjourned until a quorum is obtained.
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The nominees for director who receive a plurality of the votes cast by the holders of our common stock, in person or
by proxy at the meeting, will be elected. Abstentions and broker ‘‘non- votes’’ are not counted for purposes of the
election of directors. A “non-vote” occurs, with respect to a proposal, when a broker or nominee holding shares for a
beneficial owner does not have discretionary voting power and has not received instructions from the beneficial
owner. Approval of the proposal to give the Board of Directors the authority to change the State of Incorporation
from Delaware to Nevada requires that the votes cast in favor of the proposal must exceed the votes cast against the
proposal. Advisory approval of the proposal for compensation of the Company’s named executive officers requires
that the votes cast in favor of the proposal must exceed the votes cast against the proposal. ~Abstentions and broker
“non-votes” will not affect the outcome of the vote on those five proposals. A broker ‘‘non-vote’’ is not counted for
purposes of approving a proposal. Shareholders have no dissenters’ or appraisal rights in connection with the
proposals to be presented at the meeting.

Expense of Solicitation of Proxies

We will pay the cost of soliciting proxies for the meeting. In addition to solicitation by mail, our directors, officers
and employees, without additional pay, may solicit proxies by telephone, telecopy, e-mail or in person. Arrangements
will be made with brokerage houses and other custodians, nominees and fiduciaries to send proxies and proxy material
to their principals, and we will reimburse them for their expenses in so doing.
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PROPOSAL I
ELECTION OF DIRECTORS

At the meeting, three Class I directors are to be elected for a term ending at the 2022 annual meeting of our
shareholders, or until each of their respective successors has been duly elected and qualified. Additionally, two Class
II directors are to be elected for a term ending at the 2019 annual meeting of our shareholders, or until each of their
respective successors has been duly elected and qualified. Our bylaws provide for a classified board (also known as a
“staggered board”). We currently plan to hold our shareholder meetings every three years. Therefore, we are electing
our Class I directors for six years and our Class II directors for three years to establish our staggered board. One-half
of the directors are elected at each annual meeting of shareholders. The Class I directors elected at the meeting will
serve until our 2022 annual meeting of shareholders. The Class II directors elected at the meeting will serve until our
2019 annual meeting of shareholders.

We intend that valid proxies received will be voted, unless contrary instructions are given, to elect the three nominees
named in the following table to serve as Class I and Class II directors. Should any nominee decline or be unable to
accept such nomination to serve as a director, an event that we do not currently anticipate, the persons named in the
enclosed proxy reserve the right, in their discretion, to vote for a lesser number of or for substitute nominees
designated by our Board, to the extent consistent with our certificate of incorporation and our bylaws.

Nominees
Our Board has nominated the following individuals to serve as Class I and Class II directors until our 2022 and 2019,

respectively, annual meeting of shareholders or until their respective successors are elected. Each of the nominees has
agreed to be named in this Proxy Statement and to serve if elected.

Director Name Age Class/Term
Steven G. Mihaylo 72 172022
David Williams 61 1/2022
Todd Goergen 43 172022
Jeffrey P. Bash 74 1/ 2019
Anil Puri 67 11/ 2019

The Board of Directors recommends a vote “FOR”
all of the director-nominees identified above.
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Information Concerning Directors

Set forth in the table below are the names, ages and positions of each person nominated by our Board for election as a
director, each person whose term of office as a director will continue after the meeting and each of our current
executive officers. None of our directors or executive officers has any family relationship to any other director or
executive officer.

Name Age Position
Steven G. Mihaylo 72  Chairman of the Board, Chief Executive Officer
Jeffrey P. Bash 74  Director
Anil Puri 67 Director
David Williams 61 Director
Todd Goergen 43 Director

Set forth below is a brief description of the business experience for at least the previous five years of our nominees for
director, our incumbent directors and our other executive officers.

Directors Standing for Election
Steven G. Mihaylo

Mr. Mihaylo was appointed our Chief Executive Officer in 2008 and Chairman of the Board in November 2010. Mr.
Mihaylo is the former Chairman and Chief Executive Officer of Inter-Tel, Incorporated (“Inter-Tel”’), which he founded
in 1969 and where he continued to serve until 2007. Mr. Mihaylo led the development of Inter-Tel from providing
business telephone systems to offering complete managed services and software that help businesses facilitate
communication and increase customer service and productivity. Before selling Inter-Tel to Francisco Partners, a
private equity firm, for approximately $720 million in 2007, Mr. Mihaylo grew the business to nearly $500 million in
annual sales. The Board nominated Mr. Mihaylo to the Board in party because he is the Chief Executive Officer of
the Company and has more than 40 years of experience in the industry in which the Company competes. Mr. Mihaylo
is the only officer of the Company nominated to serve as a director, and he plays a critical role in communicating the
Board’s expectations, concerns, and encouragement to the Company’s employees. Mr. Mihaylo performs an extremely
valuable role as the Chairman of the Board and is a tremendous asset to the Company.

Mr. Mihaylo was awarded an honorary PhD from California State University - Fullerton and received a bachelor of
arts in business administration in accounting & finance from California State University, Fullerton in 1969. The
College of Business and Economics at California State University, Fullerton was renamed the Steven G. Mihaylo
College of Business and Economics in 2008. Mr. Mihaylo has served on boards of numerous community
organizations including the Arizona Heart Foundation, Junior Achievement of Arizona, Arizona Museum of Science
and Technology and the Arizona State University College of Business Dean’s Council of 100. Committed to education,
Mr. Mihaylo is involved with the Karl Eller College of Management at the University of Arizona and has served on
the advisory board of Junior Achievement of Central Arizona for over 25 years, as a member of the board of directors
of the Big Bear High School Education Foundation and on the Dean’s Advisory Board of California State University,
Fullerton. Mr. Mihaylo is a Class I director and his term will expire at the meeting. Mr. Mihaylo is nominated for a
term which would expire at our 2022 meeting of shareholders.

David Williams

Mr. Williams has been a director of the company since May 2008. Since 2008, Mr. Williams has served as the
Chairman and Chief Executive Officer at Equity Capital Management Corp, which provides asset management, tax

9
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consulting and financing for real estate investors. From 1996 to 2008, Mr. Williams acted as an independent
consultant in taxation, real estate transactions and venture capital. Mr. Williams served as Chief Financial Officer and
tax counsel at Wilshire Equities Corp., from 1987 to 1990 and as President from 1990 to 1996. From 1980 to 1987,
Mr. Williams rose from a junior staff member to director position at Arthur Young & Co., a public accounting firm.

The Board recognizes Mr. Williams' business, finance and tax experience and values his contributions to Board
discussions and to the Company. Mr. Williams is a certified public accountant in California, Nevada and Washington,
and holds a juris doctorate degree in law and taxation from the McGeorge Law School at University of the Pacific.
Mr. Williams graduated from Stanford University with a Masters of Science degree in engineering finance and a
Bachelor of science degree in biological science with honors. Mr. Williams is a Class I director and his term will
expire at the meeting. Mr. Williams is nominated for a term which would expire at our 2022 meeting of shareholders.

10
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Todd Goergen

Mr. Goergen has been a director of the company since November 2006 and served as Chairman of the Board from
August 2007 to November 2010. Mr. Goergen has served as Managing Member of Ropart Asset Management, LLC
(“RAM”) since 2001. RAM makes direct investments in small to mid-size companies. In addition, Mr. Goergen is a
Managing Member of Ropart Investments, LLC, a private investment partnership. Between 1999 and 2000, Mr.
Goergen was the Director of Acquisitions and Corporate Development at Blyth, Inc., a designer and direct marketer of
home decorative and fragrance products. From 1994 to 1999, Mr. Goergen was an Associate/Analyst in the Mergers
and Acquisitions Group of Donaldson, Lufkin & Jenrette, an investment banking firm. The Board recognizes the
breadth and depth of Mr. Goergen’s considerable business and investment experience. The Board values Mr. Goergen’s
prior contributions as Chairman of the Board and the insights and skills he brings to Board discussions. Mr. Goergen
received his degree in economics and political science in 1994 from Wake Forest University. Mr. Goergen is the
Chairman of Digital Traffic Systems, Inc., a business consulting firm, and Chairman of the Board of Visalus
Holdings, LLC, a producer and marketer of weight management and nutritional supplements. Mr. Goergen is a Class

I director and his term will expire at the meeting. Mr. Goergen is nominated for a term which would expire at our
2022 meeting of shareholders.

Jeffrey P. Bash

Mr. Bash has been a long time investor in Crexendo and has extensive investing and corporate finance
experience. Bash is a Vice President of private, family-owned Richmont Corporation of Dallas, TX, providing
corporate finance services. From 2008 to the present Bash has also worked as a consultant to the private equity firm,
General Pacific Partners LLC of Newport Beach, CA, providing strategic planning, corporate finance, structure,
analysis, research and report writing services. Since 2006 Bash has been a private investor and advocate for
stockholder interests with both managements and Boards. Prior to 2006, Bash was a Corporate Vice President &
Actuary for New York Life Insurance Company, becoming a Fellow of the Society of Actuaries (FSA) from 1970
until his retirement in 1995. Mr. Bash received his Bachelor of Arts degree in mathematics from Oberlin
College. Mr. Bash is a Class II director and his term will expire at the meeting. Mr. Bash is nominated for a term
which would expire at our 2019 meeting of shareholders.

Anil Puri

Dr. Puri is the Dean of the College of Business and Economics at California State University, Fullerton and director of
the Woods Center for Economic Analysis and Forecasting. Prior to becoming Dean in 1998, Dr. Puri was department
chair and professor of economics at California State University, Fullerton. Dr. Puri is a noted economist and scholar
who has served as the Executive Vice President of the Western Economic Association International, the second largest
professional association of economists in the United States and is a member of the American Economic Association,
and the National Association of Business Economists. Dr. Puri brings to the Board extensive business and financial
experience. Dr. Puri has previously served and counseled public boards and he is a panel member of the National
Association of Business Economists' Survey of Economic Conditions. Dr. Puri is a Class II director and his term will
expire at the meeting. Dr. Puri is nominated for a term which would expire at our 2019 meeting of shareholders.

11
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CORPORATE GOVERNANCE
Board Meetings

During the year ended December 31, 2015, our Board met seven times. Each director attended at least 75% of the
aggregate of the total number of meetings of our Board and the total number of all meetings held by committees on
which he served during the year ended December 31, 2015. All of our directors are invited, but not required, to attend
the annual meeting. One director attended the 2014 annual meeting.

Information about Committees of our Board of Directors

Our Board of Directors has established three committees, the Audit Committee, comprised of Messrs. Williams
(chairman), Goergen and Dr. Puri, the Compensation Committee comprised of Messrs. Goergen (chairman) and Bash,
and the Nominating Committee, comprised of Messrs. Bash (chairman), Goergen, and Williams. Our Board of
Directors has determined that each of these persons is “independent” under the rules of the OTCQX Marketplace and
applicable regulatory requirements.

Audit Committee

Mr. Williams serves as Chairman of our Audit Committee. Our Audit Committee held four meetings during the year
ended December 31, 2015 and operates under a charter adopted by our Board on March 23, 2004 and amended and
restated on August 9, 2006. The charter is available on our website at www.crexendo.com. Our Audit Committee is
responsible for reviewing and discussing our audited financial statements with management, discussing information
with our auditors relating to the auditors' judgments about the quality of our accounting policies and procedures,
recommending to our Board that the audited financials be included in our Annual Report on Form 10-K and
overseeing compliance with the Securities and Exchange Commission requirements for disclosure of auditors' services
and activities.

Our Board of Directors has determined that David Williams, Chairman of our Audit Committee, is an audit committee
financial expert as defined in Item 407(d) of Regulation S-K under the Securities Exchange Act of 1934, as
amended. No Audit Committee member serves on more than three publicly-traded companies.

Compensation Committee

Mr. Goergen serves as Chairman of our Compensation Committee. The Compensation Committee held two meetings
during the year ended December 31, 2015 and evaluates the performance of executives, pursuant to the Compensation
Committee Charter, a copy of which is posted on our website at www.crexendo.com. The Compensation Committee
recommends to our Board policies for executive compensation and approves the remuneration of all our officers,
including our Chief Executive Officer. It also administers our stock option and incentive compensation plans and
recommends the establishment of and monitors the compensation and incentive program for all our executives.

The Compensation Committee did not retain a compensation consultant during the years ended December 31, 2015
and 2014.

Our senior management works closely with the Compensation Committee to evaluate and recommend compensation
for our other officers and employees. In addition, the CEO makes recommendations to the Compensation Committee
regarding compensation for other executives.

Nominating Committee

12
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Mr. Bash serves as the Chairman of our Nominating Committee. Our Nominating Committee, which held one
meeting since our last annual meeting, reviews and suggests candidates for election or appointment to our Board, and
operates pursuant to our Nominating Committee Charter, a current copy of which is posted on our website at
www.crexendo.com. Our Nominating Committee may attempt to recruit persons who possess the appropriate skills
and characteristics required of members of our Board. Our Nominating Committee may use any reasonable means for
recruitment of potential members including their own expertise or the use of one or more third-party search firms to
assist with this purpose.

13
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In the course of reviewing potential director candidates, the Nominating Committee considers nominees
recommended by our shareholders. When considering a potential candidate for service as a director, the Nominating
Committee may consider, in addition to the minimum qualifications and other criteria approved by our Board, all facts
and circumstances that the Nominating Committee deems appropriate or advisable, including, among other things, the
skills of the proposed director candidate, his or her availability, depth and breadth of business experience or other
background characteristics, his or her independence and the needs of our Board. At a minimum, each nominee,
whether proposed by a stockholder or any other party, is expected to have the highest personal and professional
integrity, demonstrate sound judgment and possesses the ability to effectively interact with other members of our
Board to serve the long-term interests of our company and shareholders. In addition, the Nominating Committee may
consider whether the nominee has direct experience in our industry or in the markets in which we operate and whether
the nominee, if elected, assists in achieving a mix of Board members that represent a diversity of background and
experience. The procedures to be followed by shareholders in submitting such recommendations are described below
in the section entitled “Submission of Securities Holder Recommendations for Director Candidates.”

Independence of our Board of Directors

Under the OTCQX Marketplace listing standards, a majority of the members of a listed company’s board of directors
must qualify as “independent,” as affirmatively determined by its board of directors. Our Board consults with our legal
counsel to ensure that our Board’s determinations are consistent with relevant securities and other laws and regulations
regarding the definition of “independent,” including those set forth in pertinent listing standards of the OTCQX
Marketplace, as in effect from time to time.

Consistent with these considerations, after review of all relevant transactions or relationships between each director, or
any of his or her family members, and our company, our senior management and our independent auditors, our Board
has affirmatively determined that the following four directors are independent directors within the meaning of the
applicable rules of the OTCQX Marketplace: Mr. Goergen, Mr. Williams, Mr. Bash and Dr. Puri. In making this
determination, our Board found that none of these directors or nominees for director had a material or other
disqualifying relationship with the Company.

Leadership Structure

Our Chief Executive Officer serves as the Chairman of the Board. We believe that this leadership structure is

appropriate due to the nature of our business. Mr. Mihaylo’s experience in leadership positions throughout our
company during his tenure, as well as his role in developing and executing the strategic plan, is critical to our future

results. Mr. Mihaylo was able to utilize his in-depth knowledge and perspective gained in running our company to

effectively and efficiently guide the full Board by recommending Board and committee meeting agendas, leading

Board discussions on critical issues and creating a vital link among the Board, management and shareholders. Our

Board believes this structure serves our shareholders by ensuring the development and implementation of our

company’s strategies.

Risk Oversight

Our primary risk consists of managing our operations within the current environment of being a start-up hosted
telecom service provider. Our Telecommunication Services segment products and services are sold nationwide and
our success is dependent on that being managed effectively. In general, our Board, as a whole and also at the
committee level, oversees our risk management activities. Our Board annually reviews management’s long-term
strategic plan and the annual budget that results from that strategic planning process. Using that information, our
Compensation Committee establishes both the short-term and long-term compensation programs that include all our
executives (including the named executive officers identified in the Summary Compensation Table on page 19 (the

14
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“NEOs”)). These compensation programs are ratified by our Board, as a whole. The compensation programs are
designed to focus management on the performance metrics underlying the operations of the Company, while limiting
risk exposure to our company. Our Board receives periodic updates from management on the status of our operations
and performance (including updates outside of the normal Board meetings). Finally, as noted below, our Board is
assisted by our Audit Committee in fulfilling its responsibility for oversight of the quality and integrity of our
accounting, auditing and financial reporting practices. Thus, in performing its risk oversight our Board establishes the
performance metrics, monitors on a timely basis the achievement of those performance metrics, and oversees the
mechanisms that report those performance metrics.

15
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Code of Business Conduct

We have adopted a Code of Business Conduct and Ethics applicable to our directors, officers and employees. A copy
of this code is posted on our website at www.crexendo.com. In the event that we amend or waive any of the
provisions of the Code of Business Conduct and Ethics applicable to our Chief Executive Officer, Chief Financial
Officer, we intend to satisfy our disclosure obligations under Item 5.05 of Form 8-K by posting such information on
our website.

Certain Relationships and Related Transactions

Our Audit Committee is responsible for review and, as it determines appropriate, approval or ratification of
“related-party transactions” between our company and related persons or entities, other than executive compensation
decisions which are addressed by our Compensation Committee. We have adopted policies and procedures that apply
to any transaction or series of transactions in which our company or a subsidiary is a participant, the amount involved
exceeds $10,000, and a related person or entity has a direct or indirect material interest. Our Audit Committee has
determined that, barring additional facts or circumstances, a related person or entity does not have a direct or indirect
material interest in any of the following categories of transactions:

-any transaction with another company for which a related person’s only relationship is as an employee (other than an
executive officer), director, or beneficial owner of less than 10% of that company’s shares, if the amount involved
does not exceed $10,000;

-any charitable contribution, grant, or endowment by the company to a charitable organization, foundation, or
university for which a related person’s only relationship is as an employee (other than an executive officer) or a
director, if the amount involved does not exceed $10,000;

compensation to directors, for service as directors, determined by our Board;

. transactions in which all securities holders receive proportional benefits; or

-banking-related services involving a bank depository of funds, transfer agent, registrar, trustee under a trust
indenture, or similar service.

Transactions involving related persons or entities that are not included in one of the above categories are reviewed by
our Audit Committee. Our Audit Committee determines whether the related person or entity has a material interest in
a transaction and may approve, not approve or take other action with respect to the transaction in its discretion.

Stockholder Communications

Shareholders and other interested parties who wish to communicate with non-management directors of the Company
should send their correspondences to: Crexendo Non-Management Directors, Crexendo, Inc., 1615 South 52nd Street,
Tempe, Arizona 85281, or by email to nonmanagementdirectors @crexendo.com. All communications are forwarded
directly to the appropriate non-management director.

Submission of Security Holder Recommendations for Director Candidates

All security holder recommendations for director candidates must be submitted in writing to the Secretary of our
company, Jeffrey G. Korn, at 1615 South 52nd Street, Tempe, Arizona 85281, who will forward all recommendations
to the Nominating Committee. All security holder recommendations for director candidates must be submitted to our
company not less than 120 calendar days prior to the date on which the company’s Proxy Statement was released to
shareholders in connection with the previous year’s annual meeting of shareholders. All security holder
recommendations for director candidates must include (1) the name and address of record of the security holder, (2) a
representation that the security holder is a record holder of our security, or if the security holder is not a record holder,

16
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evidence of ownership in accordance with Rule 14a-8(b), (2) of the Securities Exchange Act of 1934, (3) the name,
age, business and residential address, educational background, public company directorships, current principal
occupation or employment, and principal occupation or employment for the preceding five full fiscal years of the
proposed director candidate, (4) a description of the qualifications and background of the proposed director candidate
which addresses the minimum qualifications and other criteria for directors approved by our Board from time to time,
(5) a description of all arrangements or understandings between the security holder and the proposed director
candidate, (6) the consent of the proposed director candidate to be named in the proxy statement, to have all required
information regarding such director candidate included in the applicable proxy statement, and to serve as a director if
elected, and (7) any other information regarding the proposed director candidate that is required to be included in a
proxy statement filed pursuant to the rules of the Securities and Exchange Commission.
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Director Compensation

The annual pay package for non-employee directors is designed to attract and retain highly qualified professionals to
represent our shareholders. We also reimburse our directors for travel, lodging and related expenses they incur on
company-related business, including Board and committee meetings. In setting director compensation, we consider
the amount of time that directors spend in fulfilling their duties to the Company as well as the skill level required by
our directors. Directors who are also employees receive no additional compensation for serving on our Board. For
the years ended December 31, 2015 and 2014, non-employee director compensation consisted of the following.

Cash Compensation. For the years ended December 31, 2015 and 2014, our non-employee directors did not receive
any cash compensation.

Stock Options and Restricted Shares. On March 4, 2014, we granted to each non-employee director an option to
purchase 10,000 shares of common stock at an exercise price of $3.19, which price was not less than 100% of the fair
market value of an underlying share of common stock on the date of grant. Each such option was fully vested and
exercisable on the date of grant. In conformity with accounting guidance, the option awards to our non-employee
directors were valued using the Black-Scholes option-pricing model on the date of grant, which were valued at $1.43
per share.

On January 5, 2015, we granted to each non-employee director an option to purchase 20,000 shares of common stock
at an exercise price of $1.85, which price was not less than 100% of the fair market value of an underlying share of
common stock on the date of grant. Each such option was fully vested and exercisable on the date of grant. In
conformity with accounting guidance, the option awards to our non-employee directors were valued using the
Black-Scholes option-pricing model on the date of grant, which were valued at $0.83 per share.

On December 31, 2015, we granted to each non-employee director an option to purchase 25,000 shares of common
stock at an exercise price of $1.11, which price was not less than 100% of the fair market value of an underlying share
of common stock on the date of grant. Each such option was fully vested and exercisable on the date of grant. In
conformity with accounting guidance, the option awards to our non-employee directors were valued using the
Black-Scholes option-pricing model on the date of grant, which were valued at $0.55 per share.

The following table summarizes the compensation earned by and paid to our non-employee directors for the year
ended December 31, 2015:

Fees Earned

or Paid in Option All Other
Director Cash Awards (1) Compensation Total
Todd Goergen $ - 30,432 (2) - $ 30432
Jeffrey P. Bash - 30,432 (4) - 30,432
David Williams - 30,432 (2) - 30,432
Anil Puri - 30,432 (3) - 30,432
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The following table summarizes the compensation earned by and paid to our non-employee directors for the year
ended December 31, 2014:

Fees
Earned or
Paid in Option All Other
Director Cash Awards (1) Compensation Total
Todd Goergen $- 14225 (2) - $14,225
Jeffrey P. Bash - 14,225 (4) - 14,225
David Williams - 14,225 (2) - 14,225
Anil Puri - 14,225  3) - 14,225

(1) Represents the dollar amount of all option awards recognized for financial statement reporting purposes for the
year in accordance with accounting guidance. Estimates of forfeitures related to service-based vesting conditions
have been disregarded. The assumptions used in the calculation of these amounts are included in the notes to our
consolidated financial statements for the years ended December 31, 2015 and 2014, included in our Annual
Report on Form 10-K filed with the Securities and Exchange Commission on March 1, 2016.

(2) As of December 31, 2015, each of Messrs. Goergen and Williams held unexercised options to purchase an
aggregate of 105,000 shares of our common stock.

(3) As of December 31, 2015, Messr. Dr. Puri held unexercised options to purchase an aggregate of 125,000 shares of
our common stock.

(4) As of December 31, 2015, Messr. Bash held unexercised options to purchase an aggregate of 65,000 shares of our
common stock.

Fees of Independent Registered Public Accounting Firm

We have set forth below the aggregate fees billed for professional services rendered to us by Deloitte for the years
ended December 31, 2015 and 2014. All of the services described in the following fee table were approved in
conformity with the Audit Committee’s pre-approval process.

Year Ended Year Ended
December December
31, 2015 31,2014
Audit Fees (1) (audit of our annual financial statements, review of our quarterly financial
statements, review of our SEC filings and correspondence with the SEC) $199,859 $219,700
All Other Fees - -

(1) Audit Fees: Fees billed by Deloitte for professional services rendered for the audit and reviews of our financial
statements filed with the SEC on Forms 10-K, 10-KT and 10-Q and reviews of our correspondence with the
Securities and Exchange Commission.

Pre-Approval Policies and Procedures

The Audit Committee has adopted a policy and procedures for the pre-approval of audit and non-audit services
rendered by our independent registered public accounting firm. The policy generally provides for the pre-approval of
the scope of and fees for services in the defined categories of audit services, audit-related services, and tax
services. Pre-approval is usually provided by the Audit Committee on a project-by-project basis before the
independent registered public accounting firm is engaged to provide that service, and for de minimus projects only,
pre-approval is provided with a not-to-exceed fee level determined for a group of such de minimus projects. The
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pre-approval of services may be delegated to the Chairman of the Audit Committee, but the decision must be reported
to and ratified by the full Audit Committee at its next meeting.
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BENEFICIAL OWNERSHIP OF SHARES

The following table sets forth, as of May 20, 2016, the number of shares of our common stock beneficially owned by
each of the following persons and groups and the percentage of the outstanding shares owned by each person and
group including: (i) each person who is known by us to be the owner of record or beneficial owner of more than 5%
of the outstanding shares of our common stock; (ii) each director and nominee; (iii) each of our NEO’s; and (iv) all of
our current directors and executive officers as a group.

With respect to certain of the individuals listed below, we have relied upon information set forth in statements filed
with the Securities and Exchange Commission pursuant to Section 13(d) or 13(g) of the Securities Exchange Act of
1934. Except as otherwise noted below, the address of each person identified in the following table is
c/o Crexendo, Inc., 1615 South 52nd Street, Tempe, Arizona, 85281.

Number of
Outstanding Total Percent of
Warrants Beneficial Class
Shares and Options  Ownership  Beneficially
Name of Beneficial Owner Owned ) 2) Owned

Steven G. Mihaylo 8,557,507 1,350,713 9,908,220 67.5 %
Todd Goergen 355,000 105,000 460,000 3.4 %
Jeffrey Bash 135,000 65,000 200,000 1.5 %
David Williams 10,000 105,000 115,000 *
Anil Puri 3,501 125,000 128,501 1.0 %
Doug Gaylor - 387,686 387,686 2.8 %
Jeffrey Korn 26,500 275,832 302,332 22 %
Ron Vincent - 231,052 231,052 1.7 %
All current directors and executive officers as a group (8
persons) 9,087,508 2,645,283 11,732,791  73.5 %
* Less than one percent.

(1) Reflects warrants or options that will be exercisable or vested, as the case may be, as of May 20, 2016, or within
60 days thereafter.

(2) Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission,
based upon 13,320,246 shares of common stock outstanding on May 20, 2016. In computing the number of
shares beneficially owned by a person and the percentage ownership of that person, shares of common stock
subject to options held by that person that are currently exercisable or become exercisable within 60 days
following May 20, 2016 are deemed outstanding. These shares, however, are not deemed outstanding for the
purpose of computing the percentage ownership of any other person. The persons and entities named in the table
have sole voting and sole investment power with respect to the shares set forth opposite such stockholder’s name.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires our directors and executive officers, and persons who
own more than ten percent of a registered class of our equity securities, to file with the SEC initial reports of
ownership and reports of changes in ownership of our common stock and other equity securities. Officers, directors
and greater than ten percent shareholders are required by SEC regulation to furnish us with copies of all Section 16(a)
forms they file. Based on a review of reports and representations submitted to us, all reports regarding beneficial
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ownership of our securities required to be filed under Section 16(a) for the year ended December 31, 2015 were timely
filed.
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PROPOSAL II
CHANGE STATE OF INCORPORATION

On May 11, 2016, the board of directors of the Company unanimously adopted, declared advisable and submitted for
shareholder approval a change in our state of incorporation from Delaware to Nevada by means of a merger of the
Company with and into a wholly-owned Nevada subsidiary (the “Reincorporation”). The Company has formed a
corporation under the Nevada corporate code (“Crexendo Nevada”). Subject to the approval of our shareholders and
certain other conditions, the Company will merge with and into Crexendo Nevada, and each outstanding share of
common stock of the Company will be converted into the right to receive one (1) share of common stock of Crexendo
Nevada. The name of the Company after the Reincorporation will remain Crexendo, Inc. For purposes of the
discussion below, the Company as it currently exists as a corporation organized under the laws of the State of
Delaware is sometimes referred to as (“Crexendo Delaware™).

The primary reason for the change of our jurisdiction of incorporation is the cost associated with being incorporated in
the State of Delaware. The Company currently spends approximately $45,000.00 annually in expenses to the State of
Delaware. The expected costs in the State of Nevada should be less than $5,000.00.

The primary benefit of Delaware incorporation is that the State is recognized for adopting comprehensive, modern and
flexible corporate laws that are periodically revised to respond to the changing legal and business needs of
corporations. Consequently, the Delaware judiciary has become particularly familiar with corporate law matters, and a
substantial body of court decisions has developed construing Delaware law. Delaware corporate law, accordingly, has
been, and is likely to continue to be, interpreted in many significant judicial decisions.

The board of directors believes that the changing the State of incorporation is in the best interests of the Company and

will help maximize shareholder value. The Company has been working to reach cash flow break even and positive
EBITDA. The costs savings of moving from Delaware should assist in that regard.

The Board of Directors recommends a vote “FOR” the proposal to change our
state of incorporation from Delaware to Nevada identified above.

13
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State of Incorporation Discussion and Analysis

You are urged to read this proposal carefully, including all of the related exhibits referenced below and attached to this
proxy statement, before voting on the issue. The following discussion summarizes material provisions associated with
the redomestication to the Nevada corporate code. This summary is subject to and qualified in its entirety by the
Agreement and Plan of Merger (the “Reincorporation Agreement”) that will be entered into by Crexendo Delaware and
Crexendo Nevada in substantially the form attached hereto as Appendix A, the Certificate of Incorporation of
Crexendo Nevada to be effective immediately following the Reincorporation (the “Nevada Certificate”), in substantially
the form attached hereto as Appendix B, and the Bylaws of Crexendo Nevada to be effective immediately following
the Reincorporation (the “Nevada Bylaws”), in substantially the form attached hereto as Appendix C. Copies of the
Articles of Incorporation of Crexendo Delaware filed in Delaware, as amended to date (the “Delaware Articles”), and
the Amended and Restated Bylaws of Crexendo Delaware, as amended to date (the “Delaware Bylaws”), have been
filed on the Securities and Exchange Commission’s EDGAR databased as exhibits to the SEC Form S-1 June 1st 1999,
respectively. These documents are also available for inspection at our principal executive offices. Copies will be sent
to shareholders free of charge upon written request to Crexendo, Inc.

Reasons for the Reincorporation

Our board of directors and management believe that it is essential for us to become cash flow positive and experience
positive EBITDA as quickly as possible. The Company has been very proactive in reducing costs and waste. Although
the State of Delaware is often considered to have advantages due to its legal structure for public companies, that
advantage comes with substantially higher costs. We believe that our shareholders will benefit from the cost
reductions and the ability to more rapidly reach cash flow break even and positive EBITDA. The Board considered the
perceived advantages of Delaware law and determined that the substantial cost saving of reincorporating in Nevada,
together with the similarity in benefits between Delaware and Nevada law, provided superior benefit to the Company
and its stockholders.

Significant Differences between the Corporation Laws of Nevada and Delaware.

The Reincorporation will affect the legal domicile of the Company, which will result in the Company being subject to
Section 78 of the Nevada Revised Statutes, rather than Delaware General Corporation Law. Although the corporate
statutes of Nevada and Delaware are similar, certain differences exist. Set forth below is a table summarizing the
material differences in the rights of the shareholders of the Company before and after the Reincorporation is effective
as a result of the differences between Nevada and Delaware law. This table does not address each difference between
the two different sets of state laws, but focuses on those differences which the Company believes are most relevant to
the existing shareholders. This chart is not intended as an exhaustive list of all differences, and is qualified in its
entirety by reference to the Section 78 of the Nevada Revised Statutes and the Delaware General Corporation Law.

Provisions Nevada Delaware
Action by Shareholders  Nevada law provides that unless Delaware law permits
Without a Meeting otherwise provided in the articles of ~ shareholders action by less

incorporation or the bylaws, any
action required or permitted to be
taken at a meeting of the
stockholders may be taken without a
meeting if, before or after the action,
a written consent thereto is signed by
stockholders holding at least a
majority of the voting power, except

than unanimous written
consent and provides that any
action that could be taken at
an annual or special meeting
of shareholders (including the
election of directors) may be
taken without a meeting,
without prior notice and
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that if a different proportion of

voting power is required for such an

action at a meeting, then that

proportion of written consents is

required.

without vote, if written
consents are signed by the
holders of outstanding stock
having not less than the
minimum number of votes
that would be necessary to
authorize or take such action
at a meeting at which all
shares entitled to vote thereon
were present and voted.
Delaware law provides that, in
order to be effective, all
written consents must be
delivered to the corporation
within 60 days after the
earliest dated consent
delivered to the corporation,
and prompt notice of the
actions by written consent
must be given to those
shareholders who have not
consented in writing and who,
if the action had been taken at
a meeting would have been
entitled to notice of the
meeting if the record date for
such meeting had been the
date that written consents
were signed by a sufficient
number of shareholders to
take the action were delivered
to Company.
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Special Meetings of
Shareholders

Quorum

Removal of Directors
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Under Nevada law, a special meeting
of shareholders may be called as set
forth in the corporation's bylaws. A
Corporation may eliminate such
actions by written consent in its
articles of incorporation or bylaws.

Nevada law provides that, unless the
articles of incorporation or the
bylaws provide for a greater or lesser
proportion, a majority of the board of
directors of the corporation then in
office, at a meeting duly assembled,
is necessary to constitute a quorum
for the transaction of business, and
the act of directors holding a
majority of the voting power of the
directors, present at a meeting at
which a quorum is present, is the act
of the board of directors.

Nevada law allows any director to be
removed from office by the vote of
shareholders representing not less
than two-thirds of the voting power
of the class or series of stock of the
corporation entitled to elect such
director, unless the articles of
incorporation provide for cumulative
voting or a larger percentage of
voting stock. If a Nevada
corporation's articles of incorporation
provide for cumulative voting, a
director may not be removed except
upon the vote of shareholders
owning sufficient voting power to
have prevented such director's
election in the first instance.

- Form DEF 14A

Under Delaware law, a special
meeting of shareholders may
be called by the corporation’s
board of directors or by such
persons as may be authorized
by the corporation’s certificate
of incorporation or bylaws.

Delaware law provides that,
unless the corporation’s
certificate of incorporation or
bylaws provide otherwise, a
majority of the votes entitled
to be cast on a matter
constitutes a quorum for
action on that matter. Unlike
Nevada law, Delaware law
provides that in no event shall
a quorum consist of less than
one-third of the shares entitled
to vote at a meeting.

Delaware law provides that
any director may be removed,
with or without cause, by a
majority of the shares then
entitled to vote at an election
of directors; however,
Delaware law also provides
that, so long as a Delaware
corporation has a classified
board of directors, unless
otherwise provided in the
corporation’s certificate of
incorporation, shareholders
may effect such removal only
for cause.
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Authorized Number of
Directors

Indemnification of
Directors

Amendments to the
Articles (Certificate) of
Incorporation

Dissenters’ (Appraisal)
Rights
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Nevada requires a corporation to have
at least one director, and may provide
in its articles of incorporation or in its
bylaws for a fixed number of
directors or a variable number of
directors, and for the manner in which
the number of directors may be
increased or decreased.

Nevada laws require a corporation to
indemnify a director, except as
detailed in Section 78.751(3)(a) and
requires the corporation to indemnify
a director who has been successful on
the merits or otherwise in defense of
any civil action.

Nevada law provides that the board of
directors must adopt a resolution
setting forth the amendment proposed
and either call a special meeting of
the stockholders entitled to vote on
the amendment or direct that the
amendment be voted on at the next
annual meeting of the

stockholders. Stockholders
constituting at least a majority of the
voting power must vote in favor of
the amendment.

Under Nevada law a shareholder of a
corporation participating in certain
major corporate transactions may,
under varying circumstances, be
entitled to appraisal rights pursuant to
which such shareholder may receive
cash in the amount of the fair market

Form DEF 14A

Delaware law requires that a
corporation must have a
minimum of one director and
may provide in its articles of
incorporation or in its bylaws
for a fixed number of directors
or a variable number of
directors, and for the manner
in which the number of
directors may be increased or
decreased.

Delaware law requires a
corporation to indemnify a
director who was successful,
on the merits or otherwise, in
the defense of any claim, issue
or matter, to which he or she
was a party because of his or
her status as a director of the
corporation, against
reasonable expenses incurred
in connection with the
proceeding or claim with
respect to which he or she was
successful.

Under Delaware law,
shareholders are not entitled to
enact an amendment to the
certificate of incorporation
without appropriate action
taken by the board of
directors. Amendments to the
certificate of incorporation
generally require that the
board of directors adopt a
resolution setting forth the
amendment, declaring its
advisability and submitting it
to a vote of the shareholders.

Delaware law provides
appraisal rights only in the
case of certain mergers or
consolidations. Thus, under
Delaware law, shareholders
have no appraisal rights in the
event of a sale, lease or
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value of his or her shares in lieu of
the consideration he or she would
otherwise receive in the transaction.
Nevada law, dissenters' (or appraisal)
rights are not available in a merger or
share exchange if the shares held by
the shareholders prior to the share
exchange or merger were either listed
on a national securities exchange or
held by at least 2,000 shareholders of
record, unless the articles of
incorporation of the corporation
provide for dissenters' rights or the
shareholders are required to accept
under the plan of merger or share
exchange anything other than cash,
shares of the surviving corporation,
shares of a publicly traded or widely
held corporation, or a combination of
these.

Form DEF 14A

exchange of all or
substantially all of a
corporation’s assets. Appraisal
rights in Delaware are
available only to record
holders. No appraisal rights
exist, however, for
corporations whose shares are
listed on a national securities
exchange or held of the record
by more than 2,000
shareholders unless the
articles of incorporation
provides otherwise or the
shareholders are to receive in
the merger or consolidation
anything other than (a) share
of stock of the corporation
surviving or resulting from
such merger or consolidation,
(b) shares of stock of any
other corporation which at the
effective date of the merger or
consolidation will be either
listed on a national securities
exchange or held of record by
more than 2,000 shareholders,
(c) cash in lieu of fractional
shares of the corporation
described in the foregoing
clauses (a) and (b), or (d) any
combination of clauses (a),
(b), or (c).

Delaware law permits a
shareholder who has received
notice of appraisal rights, and
who has submitted a written
demand for appraisal, to file a
petition with the Court of
Chancery of the State of
Delaware to demand a
determination of the fair value
of such shareholder’s shares.
Such petition must be filed
within 120 days after the
effective date of a merger or
consolidation.
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Anti-Takeover
Provisions
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Nevada law prohibits a distribution
(including dividends, purchases,
redemptions or other acquisition of
shares, distributions of indebtedness,
or otherwise) if, after giving effect to
the distribution, (i) the corporation
would not be able to pay its debts as
they become due in the usual course
of business or (ii) except as provided
in the articles of incorporation, the
corporation's total assets would be
less than the sum of its total
liabilities plus the amount that would
be needed, if the corporation were to
be dissolved at the time of
distribution, to satisfy the
preferential rights upon dissolution
of shareholders whose preferential
rights are superior to those receiving
the distribution.

Nevada has adopted special laws
designed to make certain kinds of
"unfriendly" corporate takeovers, or
other transactions involving a
corporation and one or more of its
significant shareholders, more
difficult. This act related to public
companies either listed on an
exchange or with at least 2,000
shareholders.

Nevada law prohibits a Nevada
corporation from engaging in a
"combination" with an "interested
stockholder” for three years
following the date that such person
becomes an interested shareholder
and place certain restrictions on such
combinations even after the
expiration of the three-year period.
With certain exceptions, an
interested stockholder is a person or
group that owns 10% or more of the
corporation's outstanding voting
power (including stock with respect
to which the person has voting rights

- Form DEF 14A

Delaware law provides the
same provisions with respect
to declaration of dividends as
Nevada law. Delaware law
defines surplus as the excess
of the net assets of the
corporation over its capital.
Unless the corporation’s board
of directors determines
otherwise, the capital of the
corporation is equal to the
aggregate par value of the
issued shares of stock having
par value. Therefore,
Delaware law permits a
corporation to declare and pay
dividends out of surplus or, if
there is no surplus, out of the
net profits for the fiscal year
in which the dividend is
declared and/or for the
preceding fiscal year.

Delaware law prohibits a
Delaware corporation that is
(a) listed on a national
securities exchange; (b)
authorized for quotation on
the NASDAQ Stock Market;
or (c) held of record by more
than 2,000 shareholders from
engaging in any “business
combination” with any
“interested stockholder” for a
period of three years from the
date that such person became
an interested stockholder. A
Delaware corporation subject
to the above may engage in a
“business combination” with an
“interested stockholder” under
certain circumstances in
which, prior to the person
becoming an interested
stockholder, the corporation’s
board of directors approves
the “business combination” with
the interested stockholder or
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and any rights to acquire stock
pursuant to an option, warrant,
agreement, arrangement, or
understanding or upon the exercise
of conversion or exchange rights) or
is an affiliate or associate of the
corporation and was the owner of
10% or more of such voting stock at
any time within the previous three
years.

A Nevada corporation may elect not
to be governed by these provisions in
its articles of incorporation.

Nevada has a control shares act. See
78.378 et seq. which

.- Form DEF 14A

the transaction in which the
person becomes an interested
stockholder. A “business
combination” is defined as,
among other things, a merger
or consolidation of the
corporation or any subsidiary
with the interested stockholder
or with any other corporation
if such transaction is caused
by the interested stockholder
and as a result of such merger
or consolidation Section 203
of the DGCL is not applicable
to the surviving corporation.
An “interested stockholder” is
defined as any person that (a)
owns 15% or more of the
corporation voting stock at
any time within the three-year
period immediately previous
to the date on which it is
sought to be determined
whether such person is an
interested stockholder.
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Potential Disadvantages of Reincorporation

The board of directors has also considered the potential disadvantages of the Reincorporation. Operating as a
Delaware corporation provides certain perceived benefits. For example, Delaware law is perceived to be highly
developed and predictable. Delaware has adopted comprehensive and flexible corporate laws that are revised regularly
to meet changing business circumstances. The Delaware legislature is particularly sensitive to issues regarding
corporate law and is especially responsive to developments in modern corporate law. In addition, Delaware offers a
system of specialized Chancery Courts to deal with corporate law questions, which have streamlined procedures and
processes that help provide relatively quick decisions. These courts have developed considerable expertise in dealing
with corporate issues, as well as a substantial and influential body of case law construing Delaware’s corporate law. In
addition, the Delaware Secretary of State is particularly flexible, highly experienced and responsive in its
administration of the filings required for mergers, acquisitions and other corporate transactions.

Delaware law is the preferred state of incorporation for institutional investors and underwriters. Such entities are
familiar with its provisions and prefer to assist or invest in companies who corporate law provisions they understand.

Delaware has become the preferred state of incorporation for most major American corporations, and Delaware law
and administrative practices have become comparatively well-known and widely understood. Delaware case law
provides a well-developed body of law defining the proper duties and decision making process expected of a board of
directors in evaluating potential and proposed corporate takeover offers and business combinations. Our board of
directors believes however that the substantial cost savings are more important than what may be the minor
advantages of Delaware law.

Effect of the Reincorporation

The Reincorporation will be effected by the merger of Crexendo Delaware with and into Crexendo Nevada, a wholly
owned subsidiary of the Company that will be incorporated for purposes of the Reincorporation. The Company as it
currently exists as a Delaware corporation will cease to exist as a result of the merger, and Crexendo Nevada will be
the surviving corporation and will continue to operate our business as it existed prior to the Reincorporation. The
existing holders of our common stock will own all of the outstanding shares of Crexendo Nevada common stock, and
no change in ownership will result from the Reincorporation. Assuming approval by our shareholders, we currently
intend to cause the Reincorporation to become effective as soon as reasonably practicable following the Annual
Meeting but not later than December 31, 2016 so the Company would not be required to pay fees in Delaware in 2017.

At the effective time of the Reincorporation (the "Effective Time"), we will be governed by the Nevada Articles of
Incorporation, the Nevada Bylaws (“Governing Documents”) as well as the laws of the state of Nevada (which are
discussed in more detail below). There are no significant differences between the Delaware bylaws and the proposed
Nevada bylaws. Although the Nevada Articles of Incorporation contain many provisions that are similar to the
provisions of the Delaware Articles, our Nevada Articles of Incorporation will exclude the Eighth, Ninth and Tenth
Articles from our Delaware Articles. The Eight and Ninth Articles relate to indemnification of Officers and
Directors. The Nevada Bylaws include indemnification rights in Article V which are also contained in the Delaware
Bylaws. The Tenth Article from the Delaware Articles relates to compromise arrangements with creditors or
Stockholders, that been omitted from the proposed Nevada Articles of Incorporation. The differences between the
Crexendo Delaware Certificate and the Proposed Nevada Articles under which the Company will operate are
described in more detail below. This chart is not intended as an exhaustive list of all differences, and is qualified in its
entirety by the Delaware Certificate, the Delaware Bylaws and the proposed Nevada Articles of Incorporation and the
proposed Nevada Bylaws.
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Provisions Nevada Delaware

Articles/Certificate The Nevada Articles of The Delaware Certificate

regarding election of Incorporation are silent on the provides that Election of

directors manner in which director votes shall Directors need not be by
be cast. written ballet

Articles/Certificate The Nevada Articles of The Delaware Certificate

regardin g Incorporationinclude no provision provides thateach person who

Indemnification regarding Indemnification. by reason of being an officer
or director of the Company
that is made a party to any
action (either civil, criminal or
administrative) shall be
entitled to be indemnified by
the Company and held
harmless to the full extent
allowed under Delaware law.

Articles/Certificate The Nevada Articles of The Delaware Certificate

regarding right to Incorporation include no provision provides that any covered

reimbursement for regarding reimbursement for party under the

Indemnification Indemnification Indemnification clause shall
be entitled to any expense
incurred in their defense. They
are deemed to be contracted
rights. The Party is entitled to
file an action against the
Company for failure to
reimburse and shall be entitled
to recover costs and fees for
such an action.

Articles/Certificate The Nevada Articles of The Delaware certificate

regarding compromise Incorporation does not contain a provides that whenever a

arrangement between provision regarding a compromise compromise arrangement

Company and creditors arrangement between shareholders between creditors or

or stockholders/ or creditors and the Company. stockholders is proposed or an

Shareholders application for a receiver is
made that if more than % of
stockholders approve the
compromise or resolution that
decision shall be binding on
all stockholders (to the extent
permitted by law).

Other than the change in the state of incorporation, the Reincorporation will not result in any change in the business,
physical location, management, assets, liabilities or net worth of the Company, nor will it result in any change in
location of our current employees, including management. Upon consummation of the Reincorporation, our daily
business operations will continue as they are presently conducted at our principal executive offices in Tempe Arizona.
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The consolidated financial statements of Crexendo Nevada immediately after consummation of the Reincorporation
will be the same as those of Crexendo Delaware immediately prior to the consummation of the Reincorporation. In
addition, upon the effectiveness of the merger, the board of directors of Crexendo Nevada will consist of those
persons elected to the board of directors of Crexendo Delaware and will continue to serve for the term of their
respective elections to our Board, and the individuals serving as executive officers of Crexendo Delaware immediately
prior to the Reincorporation will continue to serve as executive officers of Crexendo Nevada, without a change in title
or responsibilities. Upon effectiveness of the Reincorporation, Crexendo Nevada will be the successor in interest to
Crexendo Delaware, and the shareholders will become shareholders of Crexendo Nevada.
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If the Reincorporation is approved, each outstanding share of common stock of Crexendo Delaware will automatically

be converted into one share of common stock of Crexendo Nevada when the Reincorporation is affected. Certificates

for shares in Crexendo Delaware will automatically represent shares in Crexendo Nevada upon completion of the

merger, and shareholders will not be required to exchange stock certificates as a result of the Reincorporation. All of

our employee benefit and incentive compensation plans immediately prior to the Reincorporation will be continued by

Crexendo Nevada, and each outstanding option to purchase shares of Crexendo Delaware’s common stock will be
converted into an option to purchase an equivalent number of shares of Crexendo Nevada’s common stock on the same
terms and subject to the same conditions. The registration statements of Crexendo Delaware on file with the Securities

and Exchange Commission immediately prior to the Reincorporation will be assumed by Crexendo Nevada, and the

shares of Crexendo Nevada will continue to be listed on The OTCQX as “CXDO “.

Abandonment or Amendment to Reincorporation Agreement

The Reincorporation Agreement provides that our board of directors may abandon the Reincorporation at any time
prior to the Effective Time if the Board determines that the Reincorporation is inadvisable for any reason. The
Company is unaware of any specific material considerations that would necessitate such an action.

The boards of directors of Crexendo Nevada and Crexendo Delaware may amend the Reincorporation Agreement at
any time prior to the filing of the Certificate of Merger with the Secretary of State of the State of Nevada, provided
that an amendment made subsequent to the adoption of this Agreement by the stockholders or shareholders of either
entity shall not: (a) alter or change the amount or kind of shares, securities, cash, property and/or rights to be received
in exchange for or on conversion of all or any of the shares of any class or series thereof, (b) alter or change any term
of the Certificate of Incorporation of Crexendo Nevada, or (c) alter or change any of the terms and conditions of the
Reincorporation Agreement if such alteration or change would adversely affect the holders of any class or series of
capital stock of either entity.

Capitalization of Company before and after the Reincorporation

As of May 20, 2016, we were authorized to issue up to 25 million shares of common stock and 5 million share of
preferred stock, par value $0.001 per share, of which 13,320,246 common shares were issued and outstanding and no
preferred shares were issued and outstanding. An additional 6,339,047 common shares have been reserved to be
issued upon exercise of outstanding options. As of May 20, 2016, we have 4,155,024 issues and outstanding common
stock options and 2,184,023 available for future issuance under equity compensation plans. Subsequent to the
reincorporation, the Company will have authorized to issue up to 25 million shares of common stock and 5 million
share of preferred stock, par value $0.001 per share. An additional 6,339,047 common shares will be reserved for
existing Equity Compensation Plans.

Holders of common stock and stock options will not be required to exchange their Crexendo Delaware stock
certificates or stock options, respectively, and should not destroy any stock certificate or stock option or submit any
stock certificate or stock option to the Company unless they are requested to do so. Any Crexendo Delaware stock
certificates submitted to the Company for transfer after the Effective Time, whether pursuant to a sale or otherwise,
will be exchanged automatically for Crexendo Nevada stock certificates.

Dissenters’ or Appraisal Rights

The shareholders of the Company will not be entitled to dissenters’ rights or appraisal rights as a result of the
Reincorporation.
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Material U.S. Federal Income Tax Consequences

The following discussion summarizes the material U.S. federal income tax consequences of the Reincorporation to
holders of our common stock. This summary is not a comprehensive description of all of the federal tax consequences
of the Reincorporation that may be relevant to holders. We urge you to consult your own tax advisor regarding your
particular circumstances and the U.S. federal income and estate tax consequences to you of the Reincorporation, as
well as any tax consequences arising under the laws of any state, local, foreign or other tax jurisdiction and the
possible effects of changes in U.S. federal or other tax laws.

The Reincorporation provided for in the Reincorporation Agreement is intended to be a tax-free reorganization under
Section 368(a) of the U.S. Internal Revenue Code. Assuming the reincorporation qualifies as a tax-free reorganization
within the meaning of Section 368(a) of the U.S. Internal Revenue Code, and subject to the qualifications and
assumptions described in this proxy statement: (a) holders of Crexendo Delaware common stock will not recognize
any gain or loss as a result of the consummation of the Reincorporation, (b) the aggregate tax basis of shares of
Crexendo Delaware common stock immediately following consummation of the Reincorporation will be equal to the
aggregate tax basis of the shares of Crexendo Delaware common stock immediately before consummation of the
Reincorporation, and (c) the holding period for the shares of Crexendo Nevada common stock following the
Reincorporation will include the holding period of Crexendo Delaware common stock converted therefor.

Accounting Consequences Associated with the Reincorporation

We expect that the Reincorporation will have no effect on the Company from an accounting perspective because there
is no change in the entity as a result of the Reincorporation. As such, the historical financial statements of the
Company, which have previously been reported to the SEC on our periodic reports, as of and for all periods through
the date of this proxy statement, will remain the financial statements of Crexendo Nevada following the
Reincorporation.
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PROPOSAL III
ADVISORY APPROVAL OF THE COMPENSATION OF THE COMPANY’S NAMED
EXECUTIVE OFFICERS

Shareholders have an opportunity to cast an advisory vote on compensation of executives as disclosed in this Proxy
Statement. This proposal, commonly known as a “Say on Pay” proposal, gives shareholders the opportunity to approve,
reject or abstain from voting with respect to our fiscal 2015 executive compensation programs and policies and the
compensation paid to the named executive officers.

As discussed in the “Compensation Discussion and Analysis” section of this Proxy Statement, the primary objective of
our compensation program, including our executive compensation program, is to help create long-term value for our
shareholders by attracting and retaining talented executives, rewarding superior operating and financial performance,
and aligning the long-term interests of our executives with those of our shareholders.

This proposal allows our shareholders to express their opinions regarding the decisions of the Compensation
Committee on the prior year’s annual compensation to the named executive officers. Your advisory vote will serve as
an additional tool to guide the Board of Directors and the Compensation Committee in continuing to improve the
alignment of the Company’s executive compensation programs with the interests of the Company and its shareholders,
and is consistent with our commitment to high standards of corporate governance.

If a quorum is present, approval of this proposal requires the affirmative vote of the holders of a majority of the shares
present and entitled to vote on the proposal. Abstentions will have the effect of a vote “against” the proposal and broker
non-votes will have no effect on the outcome of the vote.

Because the vote on this proposal is advisory in nature, it will not affect any compensation already paid or awarded to
any named executive officer and will not be binding on or overrule any decisions by the Board of Directors; it will not
create or imply any additional fiduciary duty on the part of the Board of Directors, and it will not restrict or limit the
ability of shareholders to make proposals for inclusion in proxy materials related to executive compensation. The vote
on this proposal is provided as required pursuant to section 14A of the Securities Exchange Act, as amended. The
Compensation Committee will take into account the outcome of the vote when considering future compensation
arrangements for our named executive officers.

Shareholders are being asked to vote on the following resolution:
RESOLVED: that the compensation paid to the Company’s named executive officers, as disclosed pursuant to Item

402 of Regulation S-K, including the “Compensation Discussion and Analysis” section of this Proxy Statement,
compensation tables and the accompanying narrative, is hereby approved.

The Board recommends a vote “FOR” the executive compensation of our
named executive officers as disclosed in this proxy statement.
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EXECUTIVE OFFICERS

The name, age, position and a brief account of the business experience of each of our executive officers as of May 20,
2016 are set forth below:

Name Age Position
Steven G. Mihaylo 72 Chief Executive Officer and Chairman of the Board
Jeff Korn 58 Chief Administrative Officer
Doug Gaylor 50 Chief Operating Officer and President
Ron Vincent 40 Chief Financial Officer

B

Steven G. Mihaylo — Biographical information for Mr. Mihaylo is set forth above under “Directors Standing for Election’

Jeffrey G. Korn — Mr. Korn has served as our Chief Legal Officer since February 2009. From 2002 until his
appointment as Chief Legal Officer, Mr. Korn served as our General Counsel. Prior to joining the company, Mr. Korn
had a private consulting practice from 2001 until 2002 and before that, he served as General Counsel of
ProsoftTraining, an internet training education and certification company which was previously listed on NASDAQ,
from 1999 until 2001. From 1983 until 1999, Mr. Korn was a partner in a Jacksonville, Florida, law firm, specializing
in corporate matters and litigation. Mr. Korn has been an advisor to private venture firms, as well as a lecturer and a
college instructor. Mr. Korn currently serves on several private, not-for-profit, charitable and educational boards. Mr.
Korn has a Bachelor degree from the State University of New York at New Paltz and a juris doctorate degree from
Stetson University College.

Doug Gaylor — Mr. Gaylor has served as our President and Chief Operating Officer (COO) since May 2012. From
2009 until his appointment as President and Chief Operating Officer (COO), Mr. Gaylor served as our VP of sales.
Prior to joining the Company, Mr. Gaylor held positions of increasing responsibility, culminating with the position of
Sr. Vice President at Inter-Tel/Mitel, where he was originally hired in 1987. Mr. Gaylor was responsible for
overseeing the sales efforts in the Western United States where he was ultimately responsible for the activities of
approximately 200 representatives. Under his leadership, yearly sales for his region reached over $175,000,000
annually. Mr. Gaylor holds a Bachelor degree in Communications from the University of Houston.

Ron Vincent — Mr. Vincent has served as our Chief Financial Officer since May 2012 after joining the Company in
April 2012 as Vice President of Finance. Prior to joining the Company, Mr. Vincent was an audit senior manager for
Ernst & Young, LLP in Phoenix since 2005. Mr. Vincent managed client relationships for clients of all sizes; his
experience included auditing cloud telecommunication companies, content delivery network providers, internet
marketing service providers, manufacturing and healthcare networks. Prior to his employment with Ernst & Young,
Mr. Vincent was an audit with Mukai, Greenlee & Company and John C. Todd II, P.C. for a total of 13 years of
experience as an auditor. Mr. Vincent is a licensed Certified Public Accountant in the state of Arizona. Mr. Vincent
holds a Bachelor degree in accounting and finance from Indiana University Bloomington and an MBA from the
University of Phoenix.

23

40



Edgar Filing: Crexendo, Inc. - Form DEF 14A

EXECUTIVE COMPENSATION AND OTHER MATTERS
Compensation Discussion and Analysis

The overall objective of our executive compensation program is to help create long-term value for our shareholders by
attracting and retaining talented executives, rewarding superior operating and financial performance, and aligning the
long-term interests of our executives with those of our shareholders. Accordingly, our executive compensation
program incorporates the following principles:

-We believe that retaining experienced, competent, goal-oriented executives and minimizing executive turnover is in
our shareholders’ best interests;

-We believe that a portion of our executives’ compensation should be tied to measures of performance of our business
as a whole and that such measures of performance should be non-discretionary;

-We believe that a portion of our executives’ compensation should be tied to measures of performance within each
executive’s specific job responsibilities and that those measures should be as non-discretionary as possible;

-We believe that the interests of our executives should be linked with those of our shareholders through the risks and
rewards of owning our common stock;

-We believe that a meaningful portion of each executive’s long-term incentives, and merit increases will vary based
upon individual performance;

-We believe that each executive’s performance against corporate and individual objectives for the previous year should
be periodically reviewed, and that the difficulty of achieving desired results in any particular year must be
considered; and

-We believe that we should consider the ability of each executive to support our long-term performance goals; as well
as each executive’s ability to fulfill his or her management responsibilities and his or her ability to work with and
contribute to our executive management team.

Executive Compensation Procedures

In conjunction with our efforts to achieve the executive compensation objectives and implement the underlying
compensation principles described above, we follow the procedures described below:

Role of the Compensation Committee

The Compensation Committee periodically requests and receives survey data from our human resource department on
the compensation levels and practices of companies that need executive officers with skills and experience similar to
what we require, companies that are in the same or similar industries as us, and companies with market capitalizations
and revenues similar to us. The Compensation Committee uses this broad based survey information as a check on
whether our compensation packages are consistent with current industry practices and are at a level that will enable us
to attract and retain capable executive officers. We did not retain the services of a compensation consulting firm in
2015 or 2014.

With respect to executives other than the Chief Executive Officer, the Compensation Committee seeks and receives
recommendations from the Chief Executive Officer with respect to performance and appropriate levels of
compensation. The Committee does not request or accept recommendations from the Chief Executive Officer
concerning his own compensation.

The Compensation Committee’s conclusions and recommendations on the compensation packages for our executive

officers are based on the total mix of information from the sources described above, as well as the Committee
Members’ general knowledge of executive compensation practices and their personal evaluations of the likely effects
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of compensation levels and structure on the attainment of our business and financial objectives.

Each year, our senior management prepares a business plan and establishes goals for our company. The Compensation
Committee reviews, modifies (if necessary), occasionally sets, and ultimately approves these goals, which are then
incorporated into the company’s business plan. Periodically throughout the year, the Compensation Committee
compares Company goals against actual circumstances and accomplishments. The Compensation Committee may
revise the Company’s goals and business plan if they determine that circumstances warrant.
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The Compensation Committee relies on its judgment in making compensation recommendations and decisions after
reviewing our company’s overall performance and evaluating each executive’s performance against established goals,
leadership ability, responsibilities within the company, and current compensation arrangements. The compensation
program for NEOs and the Compensation Committee assessment process are designed to be flexible so as to better
respond to the evolving business environment and individual circumstances.

The Compensation Committee may, in its discretion, delegate all or a portion of its duties and responsibilities to a
subcommittee of the Compensation Committee consisting of one or more members of the committee. In particular, the
Compensation Committee may delegate the approval of certain transactions to a subcommittee consisting solely of
members of the committee who are (a) “Non-Employee Directors” for the purpose of Rule 16b-3 under the Securities
Exchange Act of 1934, as in effect from time to time, and (b) “outside directors” for the purposes of Section 162(m) of
the Internal Revenue Code, as in effect from time to time.

Elements of our Compensation Programs: What our Compensation Programs are Designed to Award and Why We
Choose Each Element

Elements of Compensation. We implement the executive compensation objectives and principles described above
through the use of the following elements of compensation, each of which is described in greater detail below:

Base Salary
Stock Option Awards
Retirement Benefits
Other Personal Benefits

The Compensation Committee evaluates overall compensation levels for each NEO in relation to other executives

within our company and in relation to the NEO’s prior year compensation. The Compensation Committee also
considers competing offers made to NEOs, if any. The Compensation Committee considers each element of

compensation collectively with the other elements when establishing the various forms and levels of compensation for

each NEO. The Compensation Committee approves compensation programs which it believes are competitive with

our peers, such that the combination of base pay and performance-based bonuses results in an aggregate rate of cash

salary, bonus compensation, equity awards and other benefits for our NEOs within competitive market standards.

In determining long-term equity awards to executives, the Compensation Committee considers total equity awards
available under the Plan, the number of equity awards to be granted to each executive in relation to other executives,
the overall compensation objective for each executive, and the number and type of awards to executives in prior years.

Base Pay. Base salaries of the NEOs are set at levels that the Compensation Committee believes are generally
competitive with our market peers so as to attract, reward, and retain executive talent. The Compensation Committee
may opt to pay higher or lower amounts depending on individual circumstances. The Compensation Committee sets
the base pay of the Chief Executive Officer and the other NEOs after reviewing recommendations from our Chief
Executive Officer. Annual adjustments are influenced by growth of our operations, revenues and profitability,
individual performance, changes in responsibility, and other factors. The table below summarizes base pay for our
NEOs as of December 31, 2015 and 2014:
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Name Base Pay Position
Steven G. Mihaylo $- Chief Executive Officer and Chairman of the Board
Doug Gaylor $200,000  Chief Operating Officer and President
Satish Bhagavatula $180,000  Chief Technology Officer
Jeff Korn $150,000  Chief Legal Officer
Ron Vincent $150,000 Chief Financial Officer

Stock Option Awards. The Compensation Committee grants discretionary, long-term equity awards to our NEOs
under the Plan. These awards have historically been in the form of stock options. The Compensation Committee
believes that stock option awards align the interests of NEOs with the interests of our shareholders and will
incentivize the NEOs to provide stockholder value. The Compensation Committee believes that such grants provide
long-term performance-based compensation, help retain executives through the vesting periods, and serve to align
management and stockholder interests. In making awards under the Plan, the Compensation Committee considers
grant size. Options vest only to the extent that the NEO remains a company employee through the applicable vesting
dates, typically monthly over three - four years. We believe the three - four year vesting schedule assists in retaining
executives and encourages the NEOs to focus on long-term performance.

We have granted stock options to our NEOs with an exercise price equal to the closing price per share on the date of
the grant. We do not grant options with an exercise price below 100% of the trading price of the underlying shares of
our common stock on the date of grant. Stock options only have a value to the extent the value of the underlying
shares on the exercise date exceeds the exercise price. Accordingly, stock options provide compensation only if the
underlying share price increases over the option term and the NEO’s employment continues with us until the vesting
date.

In granting stock options to the NEOs, we also consider the impact of the grant on our financial performance, as
determined in accordance with accounting guidance. For share-based equity awards, we record expense in accordance
with accounting guidance. The amount of expense we record pursuant to accounting guidance may vary from the
corresponding compensation value we use in determining the amount of the awards.

Retirement and Other Personal Benefits. All of our NEOs receive similar retirement and other personal benefits. We
sponsor the Crexendo, Inc. Retirement Savings Plan (the “401(k) Plan”) for eligible employees. Our NEOs participate
in the 401(k) Plan. The 401(k) Plan is a broad-based, tax-qualified retirement plan under which eligible employees,
including the NEOs, may make annual pre-tax salary reduction contributions, subject to the various limits imposed
under the Internal Revenue Code of 1986, as amended (the “Code”). We make matching contributions under the
401(k) Plan on behalf of eligible participants, including the NEOs, at the rate of 100% of the first one percent and
50% of each additional percentage of each participating NEO’s salary up to a six percent deferral, with a two-year
vesting schedule for the matched portion. Matching contributions are not subject to non-discrimination requirements
imposed by the Code. The 401(k) Plan is intended to help us attract and retain qualified executives through the
offering of competitive employee benefits. We do not maintain any other pension or retirement plans for the NEOs.

We provide other traditional benefits and limited perquisites to our NEOs in order to achieve a competitive pay
package as detailed in the Summary Compensation Table. The Compensation Committee believes that these benefits,
which are detailed in the Summary Compensation Table under the heading “All Other Compensation”, are reasonable,
competitive, appropriate, and consistent with our overall executive compensation program. Other than our company’s
contributions to the 401(k) Plan, these benefits consist principally of employer-paid premiums on health insurance,
personal automobile reimbursements, and mobile phone communications charges.

Compensation of Steven G. Mihaylo, Chief Executive Officer. Mr. Mihaylo is primarily responsible for investor
relations activities and the general management of our NEOs. Mr. Mihaylo receives a small base salary to cover
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personal insurance premiums. Mr. Mihaylo does not participate in any non-equity incentive plans, but is eligible to
receive stock option awards or other equity compensation. The Compensation Committee believes Mr. Mihaylo’s
interests are directly aligned with the interests of our shareholders because of Mr. Mihaylo’s significant equity holdings
in our company and his eligibility to participate in stock option awards or other equity compensation.
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Compensation of Ronald Vincent, Chief Financial Officer. Mr. Vincent has general responsibility for our accounting,
finance, and human resource functions. Mr. Vincent receives a base salary similar to the other NEOs. Mr. Vincent
also receives retirement and other personal benefits similar to the other NEOs. Mr. Vincent receives stock options or
other equity compensation similar to Messrs. Gaylor and Korn.

Compensation of Doug Gaylor, President and Chief Operating Officer. Mr. Gaylor has general responsibility for our
operations. Mr. Gaylor receives a base salary similar to the other NEOs. Mr. Gaylor also receives retirement and
other personal benefits similar to the other NEOs. Mr. Gaylor receives stock options or other equity compensation
similar to Messrs. Korn and Vincent.

Compensation of Jeffrey G. Korn, Chief Legal Officer. Mr. Korn has general responsibility for our regulatory and
legal compliance. Mr. Korn receives a base salary similar to the other NEOs. Mr. Korn also receives retirement and
other personal benefits similar to the other NEOs. Mr. Korn receives stock options or other equity compensation
similar to Messrs. Gaylor and Vincent.

Deductibility of Executive Compensation. Section 162(m) of the Code imposes a $1 million annual limit on the
amount that a public company may deduct for compensation paid to its chief executive officer during a tax year or to
any of its three other most highly compensated executive officers who are still employed at the end of the tax year.
The limit does not apply to compensation that meets the requirements of Code Section 162(m) for “qualified
performance-based” compensation (i.e., compensation paid only if the executive meets pre-established, objective goals
based upon performance criteria approved by the shareholders).

The Compensation Committee reviews and considers the deductibility of executive compensation under
Section 162(m) of the Internal Revenue Code. In certain situations, the Compensation Committee may approve
compensation that will not meet the requirements of Code Section 162(m) in order to ensure competitive levels of
total compensation for our executive officers. We do not have a stockholder approved non-equity incentive
compensation plan. As a result, all bonus amounts paid to the NEOs do not constitute qualified performance-based
compensation for purposes of Code Section 162(m). For the years ended December 31, 2015 and 2014, the
compensation paid to the NEOs did not exceed the limitations imposed by Code Section 162(m).
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Summary Compensation Table

The table below summarizes the total compensation paid or earned by each of our NEOs for the year ended December
31, 2015 (marked as “2015” in the year column), and for the year ended December 31, 2014 (marked as “2014” in the year
column).

Non-Equity
Name and Option Incentive All Other Total
Principal Position ~ Year Salary Bonus Awards (1) Plan Compensation Compensation
Steven Mihaylo 2015 $3,542 $- $326,904  $- $ - $ 330,446
Chief Executive
Officer 2014 $- $- $504,700  $- $ - $ 504,700
Ronald Vincent
(2) 2015 $155,769 $- $117,558 $- $ 13,191 $ 286,518
Chief Financial
Officer 2014 $150,000  $- $35,563 $- $ 12,702 $ 198,265
Doug Gaylor (2) 2015 $207,692  $- $145,058 $- $ 15,014 $ 367,764
Chief Operating
Officer &
President 2014 $200,000  $- $56,900 $- $ 14,052 $ 270,952
Satish
Bhagavatula (3) 2015 $186,923 $- $62,558 $- $ 16,236 $ 265,717
Former Chief
Technology
Officer 2014 $180,000  $- $44,809 $- $ 15,708 $ 240,517
David Krietzberg 2015 $- $- $
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