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Orion Energy Systems, Inc.
2210 Woodland Drive
Manitowoc, Wisconsin 54220
(800) 660-9340

NOTICE OF 2014 ANNUAL MEETING OF SHAREHOLDERS

To the Shareholders of Orion Energy Systems, Inc.:

Our 2014 Annual Meeting of Shareholders will bedheh Wednesday, August 6, 2014, at 1:00 p.m., @efime, on the 40th Floor of
the U.S. Bank Center, located at 777 East Wiscotganue, Milwaukee, Wisconsin 53202.

This year, we have made access to our meetingrdasal of our shareholders. So, rather than hgto attend our meeting in person,
you will be able to view and listen to our meetlivg via the internet. We will broadcast the megtas a live webcast through our webs
www.oesx.com and a replay will be available on our websiteimtythe month of August. Despite access to our ashdf you still desire to
attend the meeting in person, you will need to dgmagth our new admission procedures. All shareboddas of the meeting record date,
June 12, 2014, may attend the meeting, but mugt aavadmission badge and photo identification deoto enter. You may request an
admission badge by following the procedure desdribéhe accompanying proxy statement.

At the annual meeting, as we describe in the aceolyipg proxy statement, we will ask you to votetloa following matters:

1. the election of four nominees named in the htdgroxy statement as Class | directors to semwest expiring at the 2017 annual
meeting of shareholders and until their succedsawe been duly elected and qualified;

2. an advisory vote to approve the compensatimuohamed executive officers as disclosed in tltempanying proxy statement;
3. the ratification of BDO USA, LLP to serve as anependent registered public accounting firmdior fiscal year 2015; and
4. such other business as may properly come b#ferannual meeting, or any adjournment or postpen¢thereof.

You are entitled to vote at the annual meeting dnypu were a shareholder of record at the clddsusiness on June 12, 2014. A proxy
statement and proxy card are enclosed. Whethestorau expect to attend the annual meeting, inigdrtant that you promptly complete, sign,
date and mail the proxy card in the enclosed emestm that you may vote your shatégou hold your shares in a brokerage account, you
should be aware that, if you do not instruct your lboker how to vote, your broker will not be permitted to vote your shares for the
election of directors or on the advisory vote to agrove the compensation of our named executive offics. Therefore, you must
affirmatively take action to vote your shares at ouannual meeting. If you do not, your shares will ot be voted on these items.

By order of the Board of Director

John H. Scribante
Chief Executive Office

Manitowoc, Wisconsin
June 24, 2014

Important Notice Regarding the Availability of Proxy Materials for the Shareholder Meeting To Be Heldon August 6, 2014. The Orion
Energy Systems, Inc. proxy statement for the 2014nkual Meeting of Shareholders and the 2014 Annual &bort to Shareholders are
available athttps://www.proxydocs.com/OESX

Our Annual Report on Form -K is enclosed with this notice and proxy statem



ORION

LIGHT YEARS AH EAD,

PROXY STATEMENT

FOR THE 2014 ANNUAL MEETING OF SHAREHOLDERS
To be Held August 6, 2014

This proxy statement and accompanying form of praseybeing furnished to our shareholders beginaingr about June 24, 2014, in
connection with the solicitation of proxies by durard of directors for use at our 2014 Annual Megetif Shareholders to be held on
Wednesday, August 6, 2014, at 1:00 p.m., CentrakTon the 40th Floor of the U.S. Bank Center, tleda@t 777 East Wisconsin Avenue,
Milwaukee, Wisconsin 53202, and at any adjournneemqostponement thereof (which we refer to collesti as our “annual meeting”), for the
purposes set forth in the attached Notice of 206Aual Meeting of Shareholders and as describedrhere

This year, we have made access to our meetingrehsdo the growing number of our institutionatsholders across the country and
the world. So, rather than having to attend ourtingen person, you will be able to view and listerour meeting live via the internet. We will
broadcast the meeting as a live webcast througkvebsite, www.oesx.comand a replay will be available on our websiteimyithe month of
August. Also, if you desire to ask an appropriatesiion at the meeting of our board of directoranagement or auditors, you may do so by
submitting your question in writing by July 31, 20tb Nancy Brito (_nbrito@oesx.com Despite access to our webcast, if you stilirdet®
attend the meeting in person, you will need to dgmagth our new admission procedures. All sharebotdas of the meeting record date,
June 12, 2014, may attend the meeting, but mugt @aavadmission badge and photo identification deoto enter. You may request an
admission badge by sending a request via mailmaiusing the following contact information:

Orion Energy Systems, Inc.
2210 Woodland Drive
Manitowoc, Wisconsin 54220

Attn: Nancy Brito

nbrito@oesx.com
(920) 892-5410

In order to allow sufficient time for us to mail you an admission badge, your request must be receivgdior to 5:00 p.m., Central
Time, on July 31, 2014. Admission badges will onlye distributed via mail and will not be available br pick-up at the annual meeting.

If you are a shareholder of record (your sharedal@in your name) as of the meeting record date,must write your name on the
request exactly as it appears on your stock owigersbords from Wells Fargo Shareowner Servicegolf are a beneficial shareholder (your
shares are held through a broker, bank or nomieej the meeting record date, you must provideeatievidence of your ownership of she
as of the meeting record date with your admisségjuest, which you can obtain from your broker, bankominee. No person will be allowed
entry into the meeting if such person is deemedsyyn our discretion, to be a potential disruptiorthe meeting or a potential danger to the
health or safety of other meeting participants.

Execution of a proxy will not affect your right &dtend the annual meeting and to vote in persanywilbyour presence revoke a
previously submitted proxy. You may revoke a pregily submitted proxy at any time before it is ei®@¥d by giving written notice of your
intention to revoke the proxy to our board secsetay notifying the appropriate personnel at thewsd meeting in writing or by voting in
person at the annual meetii



Unless revoked, the shares represented by preegesved by our board of directors will be votedhat annual meeting in accordance with the
instructions thereon. If no instructions are spedibn a proxy, the votes represented therebybeiloted: (1) for the board’s four director
nominees set forth below; (2) for the advisory vot@pprove the compensation of our named execaffieers as disclosed in the
Compensation Discussion and Analysis section ag@xecutive compensation tables set forth belathignproxy statement; (3) for ratificatic

of BDO USA, LLP to serve as our independent registgublic accounting firm for our fiscal year 20a8d (4) on such other matters that 1
properly come before the annual meeting in accagavith the best judgment of the persons namedasags. Our board of directors has
designated John H. Scribante and Scott R. Jensdreach or any of them, as proxies to vote theeshafrcommon stock solicited on its behalf.

IMPORTANT: If you hold your shares in a brokerage account, you should be aware that, if you do not ingict your broker how
to vote, your broker will not be permitted to voteyour shares for the election of directors or on theadvisory vote to approve the
compensation of our named executive officers. Thei@e, you must affirmatively take action to vote yar shares at our annual meeting.
If you do not, your shares will not be voted on thee items.

The four nominees receiving the highest vote taththe eligible shares of our common stock, noyadue per share (“Common Stock”),
will be elected as our Class | directors. With relga the election of directors, votes may be tagivor or withheld; votes that are withheld
will be excluded entirely from the vote and willMgano effect. The advisory vote to approve the camsption of our named executive officers
and the appointment of BDO USA, LLP to serve asindependent registered public accounting firmdor fiscal year 2015 will be approved
if the votes cast in favor of approval exceed tbies cast against approval. Abstentions will bented for purposes of determining the
presence of a quorum but will be disregarded irctileulation of votes cast.

Only holders of record of shares of our Common IStxcof the close of business on June 12, 2014'Rbeord Date™jare entitled to vo
at the annual meeting. As of the Record Date, vie1a737,725 shares of Common Stock outstandingatitied to vote. The record holder
each share of Common Stock outstanding on the Rd2aite is entitled to one vote per share on eadtenmsubmitted for shareholder
consideration at the annual meeting. In order forowalidly transact business at the annual mggtve must have a quorum present. A
majority of the votes of the shares of Common Semtitled to be cast, or shares representing at 63868,863 votes, will represent a quorun
for the purposes of the annual meeting.

WE INTEND TO BEGIN MAILING THIS PROXY STATEMENT ON OR ABOUT JUNE 24, 2014.
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PROPOSAL ONE:
ELECTION OF DIRECTORS

We maintain a staggered board of directors dividemlthree classes. Currently, there are threettire in each of Classes Il and Il and
four directors in Class I. Each director genera#iyves for a term ending on the date of the thirtbal shareholders’ meeting following the
annual shareholders’ meeting at which such diresidass was most recently elected and until hieossuccessor is duly elected and qualil

At the annual meeting, the terms of all four of ourrent Class | directors will expire. At the anhmeeting, our shareholders will elect
four Class | directors to serve until our 2017 aaimmeeting of shareholders and until their sucassae duly elected and qualified.

The boards nominees for election as directors at the 20Mianmeeting are John H. Scribante, Michael JsPE#nneth L. Goodson, .
and Elizabeth Gamsky Rich, each of whom is curyes#lving as a director of our company. Informatinout each of these directors is set
forth below.

The individuals named as proxy voters in the acamgmg proxy, or their substitutes, will vote fbietboard’s nominees with respect to
all proxies we receive unless instructions to thetiary are provided. If any nominee becomes uttavai for any reason, the votes will be cas
for a substitute nominee designated by our boand.dDectors have no reason to believe that artiie@hominees named below will be unable
to serve if elected.

The following sets forth certain information, asJoine 24, 2014, about each of the board’s nomiieeedection at the annual meeting
and each director of our company whose term wititicwe after our annual meeting.

Nominees For Election at the Annual Meeting
Class | Directors — Terms Expiring 2017

John H. Scribante, 4%yas appointed as our chief executive officer ad@ector in September 2012. Prior to his appointnasnchief
executive officer, Mr. Scribante served as theigesd of Orion Engineered Systems Division sincgést 2009, after serving as our senior
vice president of business development since 200.7Scribante served as our vice president of dates 2004 until 2007. Prior to joining our
company, Mr. Scribante co-founded and served a&f eliecutive officer of Xe Energy, LLC, a distribrt company that specialized in
marketing energy reduction technologies, from 2@03004. From 1996 to 2003, he co-founded and deagepresident of Innovize, LLC, a
company that provided outsourcing services to matket manufacturing companies. Mr. Scribante’s egpee working with our company
since 2004 as well as his prior experience in tegkl management positions qualify him for senasea director of our company.

Michael J. Potts, 50 became our president and chief operating offitduly 2010. Prior to becoming our president aniéfcoperating
officer, Mr. Potts served as our executive vicesjatent since 2003 and has served as a directar 20@1. On May 1, 2014, Mr. Potts and the
company mutually agreed that he would take a padical leave of absence. Mr. Potts joined our cam@es our vice president — technical
services in 2001. Prior to joining our company, Motts founded Energy Executives Inc., a consufiing that assisted large energy-
consuming clients on energy issues. From 1988 gir@001, Mr. Potts was employed by Kohler Co., ofhine world’s largest manufacturers
of plumbing products. From 1990 through 1999 hel lle¢ position of supervising engineer — energitamler’'s energy and utilities
department. In 2000, Mr. Potts assumed the positiGupervisor — energy management group of Koslentire corporate energy portfolio,
well as the position of general manager of its redtgas subsidiary. Mr. Potts is licensed as agssibnal engineer in Wisconsin. We believe
that Mr. Potts’ experiences as our executive viesigent and in leadership roles in the energystrgiiand his public affairs experience and
engineering background qualify him for service abractor of our company.

Kenneth L. Goodson, Jr., 6d/ias appointed to our board of directors in May 2@®i8ce 1997, Mr. Goodson was employed by Herman
Miller Inc., serving as the executive vice prestdefworldwide operations from 2001 until his retinent on August 1, 2013. Following his
retirement, Mr. Goodson has served



as a consultant to Herman Miller Inc. with respbilisy for training and developing new operation®eutives. Mr. Goodson was elected to the
Fender Musical Instruments Corporation board adators in 2006 and has served on the audit correrattel personnel committee and is
currently the chair of the personnel committee. Gloodson graduated in 1975 from The Pennsylvamite &tniversity with a Bachelor of
Science in Administrative Management. We beliexa Mr. Goodson’s background in management positipradify him for service as a
director of our company.

Elizabeth Gamsky Ricbb, was appointed to our board of directors in ROED. Since 1985, Ms. Rich has been in privatetgeas an
attorney with her practice concentrated in busifess environmental law, energy law, land use leze| estate law, and litigation. Ms. Rich
served as a member of the board of directors fap&t Natural Foods, Gateway 2 Center Inc., thec@visin State Bar Board of Governors
the Plymouth Arts Foundation, and she currentlyegon the board of directors for the Farm-to-CaresuLegal Defense Foundation. We
believe that Ms. Rich’s background in advising camips in the energy and environmental sectors anéxperience as a director for various
entities qualify her for service as a director of oompany.

RECOMMENDATION OF THE BOARD: The board of directors recommends a vote for each of the above directoominees.

Directors Continuing in Office
Class Il Directors — Terms Expiring 2015

Mark C. Williamsong0, has served as a director since April 2009 aasl our lead independent director from October 2868ugh May
2013. Mr. Williamson has been a partner of PutnahyRWVilliamson Communications of Madison, Wis. tetegic communications firm
specializing in energy utility matters, since 20B8@. has more than 20 years of executive-levekykperience. Prior to joining Putnam Roby
Williamson Communications, Mr. Williamson was vigeesident of major projects for American TransnoesCompany from 2002 to 2008,
served as executive vice president and chief gficatéficer with Madison Gas and Electric Compargni 1986 to 2002 and, prior to 1986, \
a trial attorney with the Madison firm Geisler aay S.C. We believe that Mr. Williamson’s backgrdun the energy utility industry and in
management positions qualify him for service agectbr of our company

Michael W. AltschaefB5, has served as a director since October 2009AK&chaefl currently serves as the presidenttiif\&ater
Partners, Inc., a private investment firm. In addit Mr. Altschaefl has served as the Chairman-& Blastic Products, LLC, a custom
manufacturer of plastic injection parts, since Nober 2013. Previously, Mr. Altschaefl served asuvice president — strategy and business
development of Shiloh Industries, Inc., a publimpany and leading independent manufacturer of ashcametal product solutions for high
volume applications in the North American autometikieavy truck, trailer and consumer markets frarrudry 2013 until October 2013.

Mr. Altschaefl was an owner and chief executiveoeif of Albany-Chicago Company LLC, a custom dist@nd machined components
company when Shiloh Industries purchased the coynjpaDecember of 2012. Mr. Altschaefl is a certifipublic accountant. Prior to acquiri
Albany-Chicago Company LLC in 2008, Mr. Altschaefbrked for twenty-seven years with two internatidndependent registered public
accounting firms, including sixteen years as arartWe believe that Mr. Altschaefl’'s experiencéeiadership positions at manufacturing
companies and his background as an accountanfyghaii for service as a director of our company.

Tryg C. Jacobsorh8, was appointed to our board of directors in M@g1. Since 2010, Mr. Jacobson has been the foamtkepresident
of Jake’s Café LLC, a collaborative community foeative professionals. Prior to founding Jake’séddfC, Mr. Jacobson was the owner and
chairman of Jacobson Rost, a Wisconsin-based niagkedmmunications firm specializing in corporataring, from 1981 to 2010. Before
joining Jacobson Rost, Mr. Jacobson ran Ice Ning@ation, a Minneapolis textile printing firm heunded in 1978. In addition to f
business responsibilities, Mr. Jacobson served 2@1i0 on the Kohler Foundation’s board of direstdie has also been a brand
specialist/speaker for The Executive Committeeesit@95, focusing on teaching his brand methodotodyusinesses in the United States and
Canada. Mr. Jacobson also serves as a directaaofl lof Sailing Education Association of Sheboy(BIEAS) and Surgical Site Solutions.

Mr. Jacobson has also served as a director of Widg&enter Sheboygan since 2009. We believeMratlacobsors experiences in leaders
positions at companies in the corporate commumisatand branding industry qualify him for serviseaadirector of our company.

4



Class Ill Directors — Terms Expiring 2016

James R. Kackley, 7Bas been a director since 2005 and the non-execctiizirman of our board since August 25, 2010,s&mnded as
our president and chief operating officer from J2009 until May 2010. Mr. Kackley practiced as dlmiaccountant for Arthur Andersen, L
from 1963 to 1999. From 1974 to 1999, he was aiit padner for the firm. In addition, in 1998 anél9B, he served as chief financial officer
for Andersen Worldwide. From June 1999 to May 200, Kackley served as an adjunct professor aktblstadt School of Management at
DePaul University. Mr. Kackley serves as a direetad a member of the executive committee and tti# eommittee of Herman Miller, Inc.
From 2004 until 2010, Mr. Kackley served as a doeand member of the management resources andetmaon committee and audit
committee of PepsiAmericas, Inc. prior to its saleq from February 2007 to October 2007 he alseesess a director and a member of the
nominating and governance committee and the aodingttee of Ryerson, Inc. prior to its sale. In Bexber 2010, Mr. Kackley was elected to
the board of directors of Perficient, Inc., a palgltraded information technology consulting firmhere he serves as newmecutive chairman
the board, as a member of the audit committee leenddminating and governance committee and asnshaiof the compensation committee.
We believe that Mr. Kackleg'background as an accountant and chief finanffiako his public company board of directors seeyihis role a
our president and chief operating officer and Ksegience in leadership positions in business fyulim for service as a director of our
company.

James D. Leslie, 53was appointed to our board of directors in Mag2Mr. Leslie currently serves as the vice chiihe Blake Scho
and the chair of JD Leslie Family Foundation. Betw®©ctober 3, 2011 and June 30, 2013, Mr. Lesleemaployed by Datalink Corporatior
national data center solutions company, servinitgsaxecutive vice president of advisory servigest October 1, 2012 to June 30, 2013 ar
executive vice president of strategy and businessldpment from October 3, 2011 to September 302 2Brior to joining Datalink
Corporation, Mr. Leslie served as chairman andfaxecutive officer of Midwave, an information texhogy services company founded by
Mr. Leslie. Mr. Leslie graduated from the Univeysif California, Berkeley. We believe that Mr. Lies$ prior experience as a chief executive
offiver and in senior management positions qudlifp for service as a director of our company.

Thomas N. Schueller, "ias appointed to our board of directors in April@@nd elected by shareholders at our 2010 annextimg.

From 2007 until his retirement in 2009, Mr. Scheeilvas chief credit officer and managing directotake Shore Wisconsin Corporation, a
commercial banking enterprise headquartered in @lggin, Wisconsin. Prior to his position at Lake i@h@/isconsin Corporation,
Mr. Schueller served as president and senior leaiew officer of Community Bank and Trust of Shebag, a commercial bank headquartere
in Sheboygan, Wisconsin, from 1990 to 2007. From0li® 1989, Mr. Schueller served in a variety adipons, including senior vice president
and regional senior lender, for Citizens Bank angsTin Sheboygan. We believe that Mr. Schuelleaieer in the commercial finance industry
and his experience in helping to finance many gnavampanies qualify him for service as a direcfaswr company.

We strongly encourage our directors to attend anual meeting. All of our then-serving directorseatied our 2013 annual meeting.
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CORPORATE GOVERNANCE

Board of Directors — General

Our board of directors met five times during fis2@ll4. All of our directors attended at least sey«five percent of the aggregate of
(a) the total number of meetings of the board ldeidng the fiscal year while they were a directod &b) the total number of meetings held by
all committees of the board on which they servednduthe fiscal year while they were serving on tbenmittees.

Our board has determined that each of Ms. Rich\eskrs. Altschaefl, Goodson, Jacobson, Kackleyij¢,eSchueller and Williamson is
independent under listing standards of the NYSE M&ir board generally uses the director indeperslstandards set forth by the NYSE
MKT as its subjective independence criteria foediors, and then makes an affirmative determinai#to each director's independence by
taking into account other, objective criteria aplegable.

Board Committees

Our board of directors has established an audifiaadce committee, a compensation committee amsh@inating and corporate
governance committee, and has adopted charteeafbr committee describing their respective respditigis. The charters are available on
website at www.oesx.com

Our audit and finance committee is currently cosguiof Messrs. Altschaefl, Kackley, Goodson, Sdhuahd Williamson, with
Mr. Altschaefl acting as the chair. Each membahefaudit and finance committee is an audit conemitinancial expert, as defined under r
of the Securities and Exchange Commission (the “$E@plementing Section 407 of the Sarbanes-Oxley & 2002 (the “Sarbanes-Oxley
Act”). The principal responsibilities and functioasour audit and finance committee are to (i) seerthe reliability of our financial reporting,
the effectiveness of our internal control over fio@l reporting, and the independence of our irgeand external auditors and audit functions
and (ii) oversee the capital structure of our comypand assist our board of directors in assuriagjdppropriate capital is available for
operations and strategic initiatives. In carrying ibs accounting and financial reporting oversigdgponsibilities and functions, our audit and
finance committee, among other things, overseesraachcts with our independent auditors regardimegauditors’ engagement and/or
dismissal, duties, compensation, qualifications pedormance; reviews and discusses with our inoidpet auditors the scope of audits anc
accounting principles, policies and practices; e and discusses our audited annual financia@mgits with our independent auditors and
management; and reviews and approves or ratifiapgiropriate) related party transactions. Our taaugil finance committee also is directly
responsible for the appointment, compensationntiete and oversight of our independent auditors. &udit and finance committee met eight
times in fiscal 2014. Each member of our audit famaince committee meets the requirements for indég@ece under the current rules of the
NYSE MKT and the SEC

Our compensation committee is currently comprised® Rich and Messrs. Jacobson, Kackley, Lesla\Afilliamson, with
Mr. Williamson acting as the chair. The principah€tions of our compensation committee includedininistering our incentive compensa
plans; (ii) establishing performance criteria fand evaluating the performance of, our executifieas; (iii) annually setting salary and other
compensation for our executive officers; (iv) owesisg the compang’response to the outcome of the advisory votexenutive compensatic
and (v) annually reviewing the compensation paiduonon-employee directors. Our compensation cateenimet five times in fiscal 2014.
Each member of our compensation committee meetetheérements for independence under the currer8EIMKT and SEC rules. During
fiscal 2013, our compensation committee engagedef®W/atson, a compensation consultant, to providéh Towers Watson’'s market
assessment, with a focus on competiveness, obtakdompensation of the company’s executive office assist the committee in determining
fiscal 2013 compensation. Towers Watson providedther services to us during fiscal 2013 and thgregate fees for the engagement did no
exceed $120,000 during fiscal 2013. The compensatonmittee did not use the services of a compemsapnsultant in fiscal 2014.

Our nominating and corporate governance commisteemprised of Ms. Rich and Messrs. Altschaefl,&cand Schueller, with
Mr. Schueller acting as the chair. The principaldiions of our nominating and corporate governammeemittee are, among other things, to
(i) establish and communicate to shareholders a



method of recommending potential director nomirfeeshe committee’s consideration; (ii) develop@ria for selection of director nominees;
(iii) identify and recommend persons to be seletigdur board of directors as nominees for eleciigulirectors; (iv) plan for continuity on ¢
board of directors; (v) recommend action to ourrtlad directors upon any vacancies on the board;(ai consider and recommend to our
board other actions relating to our board of does;tits members and its committees. Our nominaimjcorporate governance committee me
four times in fiscal 2014. Each member of our naatiimg and corporate governance committee meetethérements for independence under
the current NYSE MKT and SEC rules.

Board Leadership Structure and Role in Risk Oversigt

Our board of directors does not have a policy oetivr or not the roles of chief executive officed @hairman should be separate. Our
board reserves the right to assign the resporti@iilof the chief executive officer and chairmalifierent individuals or in the same individi
if, in the board’s judgment, a combined chief examuofficer and chairman position is determinedb#oin the best interest of our company. In
the circumstance where the responsibilities ofcthief executive officer and chairman are vestetthénsame individual or in other
circumstances when deemed appropriate, the bo#irdesignate a lead independent director from antbegndependent directors to presid
the meetings of the non-employee director execl#dgsions.

The positions of chief executive officer and chamhave been separate since August 25, 2010, whidyoard elected Mr. Kackley as
the non-executive chairman of the board. Our boata@ins the authority to modify this structure ssbaddress our company’s unique
circumstances as and when appropriate.

Our full board is responsible for the oversighbaf operational risk management process. Our boasdassigned responsibility for
addressing certain risks, and the steps managdmasriaken to monitor, control and report such tislour audit and finance committee,
including risks relating to execution of our grovetinategy, acquiring companies or businesses ftbete of the recessionary global economy
on customer purchases, communications with thesinvent community regarding the impact of variousvdies on profitability, component
inventory supply, our ability to expand our partnetwork, communication with investors, certain@us of our competitors, the protection of
our intellectual property, sufficiency of our cagjtwireless inventory investment and risk of obsoknce, security of information systems anc
data, implementation of new information systemeditrrisk, product liability, costs of reliance erternal advisors and addition of new
renewable energy technologies, with appropriatentem of these risks made periodically to the fidiard. Our board relies on our
compensation committee to address significantaiglosures facing our company with respect to cosgaen. As described herein under the
heading “Risk Assessment of our Compensation Rsliand Practices,” each year, our compensation @eensonducts a review of our
compensation policies and practices to assess ahatly risks arising from such policies and pradtiare reasonably likely to materially
adversely affect our company. Our board’s rolehm @versight of our risk management has not affeste board’s determination that separate
chief executive officer and chairman positions ¢ibmt® the most appropriate leadership structureéw company at this time. Our audit and
finance committee and our full board review and o@nt on the draft risk factors for disclosure im annual and quarterly reports and use the
receipt of such draft risk factors to initiate dissions with appropriate members of our senior igament if such risk factors raise question
concerns about the status of operational risks filleing our company.

Nominating and Corporate Governance Committee Proadures

Our nominating and corporate governance commitidée@nsider shareholder recommendations for péédirector nominees, which
should be sent to the Nominating and Corporate Gavee Committee, c/o board secretary, Orion En8yggems, Inc., 2210 Woodland
Drive, Manitowoc, Wisconsin 54220. The time by whauch recommendations must be received in ordee tamely is set forth below under
“Shareholder Proposals.” The information to beudeld with recommendations is set forth in our Aneghdnd Restated Bylaws, and factors
that our nominating and corporate governance coteenwill consider in selecting director nominees set forth in our Corporate Governance
Guidelines. Our Corporate Governance Guidelineseaflable on our website at www.oesx.co®ur nominating and corporate governance
committee evaluates all potential nominees in ftleesmanner, and may consider, among other thinggndidate’s strength of character,
mature judgment, career specialization, relevaritrtieal skills or financial acumen, industry knodde and experience and geographic, ge
age, and ethnic



diversity. Our nominating and corporate governacaramittee believes that directors should displaytighest personal and professional
ethics, integrity and values and sound businesgngsht. The committee also believes that, while rditye and variety of experiences and
viewpoints represented on our board should alwaysonsidered, a director nominee should not beeshner excluded solely or largely
because of geographic, gender, age or ethnic diye@ur nominating and corporate governance come@i¢valuates each incumbent director
to determine whether he or she should be nomintatethnd for re-election, based on the types térai outlined above as well as the director’
contributions to the board during their currenirteAs part of its periodic self-assessment, ourinating and corporate governance committee
assesses the effectiveness of its director sefeptiticy described in this paragraph, includingpitsvisions relating to the consideration of
diversity.

Code of Conduct

We have adopted a Code of Conduct that appliel & aur directors, employees and officers, inéhgdour principal executive officer,
our principal financial officer, our controller apérsons performing similar functions. Our Cod€ohduct is available on our web site at
www.oesx.com Any material amendments or waivers relating ®@wode of Conduct will be disclosed on our web rgiferenced in this
paragraph within four business days following thgédf such amendment or waiver.

EXECUTIVE OFFICERS

The following table sets forth information as ohdw4, 2014 regarding our current executive officer

Name Age Position

John H. Scribante 48 Chief Executive Office

Scott R. Jense 47 Chief Financial Officer, Chief Accounting Officend Treasure
Michael J. Pott: 50 President and Chief Operating Offic

Marc Meade 29 Executive Vice Presidel

The following biographies describe the businessarpce of our executive officers. (For biograptiéMessrs. Scribante and Potts, see
“Proposal One: Election of Directors” above.)

Scott R. Jensemas been our chief financial officer since Jun2(,1, our chief accounting officer since October&111 and our
treasurer since July 2008. He also served as def atcounting officer from April 2011 until June 011, as our chief financial officer from
July 2008 until April 2011, as our controller andespresident of corporate finance from 2007 W2@i08 and as our director of finance from
2004 to 2007. From 2002 to 2004, Mr. Jensen wasdigager of financial planning and analysis atMiireo Co. (a division of Newell
Rubbermaid). Mr. Jensen is a certified public accant.

Marc Meadewas promoted to the position of executive vice idiesg on January 1, 2014. Mr. Meade had previossityed as our senior
vice president of finance and operations since Ndax 2012, as vice president of finance and omeraitdf Orion Asset Management and
director of finance from February 2012 until NoveanB012, as finance and taxation manager from 201i0DFebruary 2012 and as director of
business development from 2009 to 2010. Prioritarjg us in May 2009, Mr. Meade was staff assistrchenck SC in the government and
not-for-profit solutions division from January 2008til May 2009. Mr. Meade graduated from Lakel&@ullege in May 2009 with a Bachelor
of Arts in accounting with an emphasis in taxat@o minor in economics.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

This compensation discussion and analysis desdtileematerial elements of compensation awardegatmed by, or paid to each of our
named executive officers, whom we refer to as iEOs,” during fiscal 2014 and describes our policies agxisions made with respect to
information contained in the following tables, teléfootnotes and narrative for fiscal 2014. TheQsEare identified below in the table titled
“Summary Compensation Table for Fiscal 2014.” lis tompensation discussion and analysis, we alsoritbe various actions regarding NEO
compensation taken before or after fiscal 2014 wherbelieve it enhances the understanding of oecwive compensation program.

Overview of Our Executive Compensation Philosophyrad Design

We believe that a skilled, experienced and dedics¢mior management team is essential to the fpenfermance of our company and to
building shareholder value. We have sought to éstabompetitive compensation programs that enabl® attract and retain executive
officers with these qualities. The other objectieé®ur compensation programs for our executivecef§ are the following:

» to motivate our executive officers to achieve sirfinancial performance, particularly increasederase, profitability, free cash flow,
cost containment and shareholder va

 to attract and retain executive officers who weadwel have the experience, temperament, talents@mdctions to contribute
significantly to our future success; a

* to align the economic interests of our executiviicefs with the interests of our sharehold

In light of these objectives, we have sought toarelvour NEOs for achieving financial performancalgpcreating value for our
shareholders, and for loyalty and dedication toammpany. We continue to implement a corporateuceithat focuses on profit before tax,
along with revenue growth, and our fiscal 2014 26d5 compensation programs were designed to inmtsataind reward short-term and long-
term decisions that benefit earnings and increlaaeekolder value.

In early fiscal 2014, our management team recomerahd our compensation committee approved, tleniog attributes for our
fiscal 2014 executive compensation program:

* Maintained the base salaries of our NEOs that weedfect at the end of fiscal 201

* Implemented a fiscal 2014 annual cash bonus progimatfocused on profitability, as well as increhsevenue, in order to incentivize
decisions that benefited earnings and increasaelsblaer value. The 2014 annual cash bonus planded that no bonuses would be
paid unless the company achieved at least (i) $@l®n of profit before taxes and (ii) revenueatfleast $88.0 million; an

» Granted long-term equity incentive awards in thenfof threeyear pro rata vesting restricted stock grants depto reward our NEC
for increasing shareholder value and to motivateratain our NEOs while aligning their economiceisists with our shareholders
through lon-term equity ownershig

In late fiscal 2014, our management team recomnukradel our compensation committee approved, thewolg attributes for our fiscal
2015 executive compensation program:

« Awarded our NEOs with increases to their base isaldother than Marc Meade, whose salary was mtitduincreased in fiscal 2015
because it was previously increased in connectitinlvis promotion to executive vice president onukay 1, 2014) following a free:
on executive salaries in fiscal 20:

» Implemented a fiscal 2015 annual cash bonus progitatrfocuses on profitability, as well as increhssvenue, in order to incentivize
decisions that benefit earnings and increase sblt@hvalue. The fiscal 2015 annual cash bonus ptanides that no bonuses will be
paid to our NEOs unless the company achieves st (§&2.3 million of profit before taxes and (i§venue of at least $90.4 million;
and



» Granted long-term incentive awards in the formipfi{ree-year pro rata vesting restricted stocktgrdrepresenting 60% of the total
long-term incentive award) in order to reward olE®$ for increasing shareholder value and to maiaad retain our NEOs while
aligning their economic interests with our shardkod through long-term equity ownership and (iglcawards (representing 40% of
the total long-term incentive award) payable in-timed increments upon the annual vesting of timeléan restricted stock awards in
order to provide liquidity for the tax liabilitieacurred by our NEOs upon the vesting of theirmetsd stock award:

Our compensation committee has reserved the rightlescretion to make exceptions to our executorapensation programs, including
as any such exception may apply to the determinati@ny and/or all of the relative base salagash bonuses, long-term incentive
compensation and/or total direct compensation oeaecutives, for outstanding contributions to ¢lverall success of our company and the
creation of shareholder value, as well as in cagese it may be necessary or advisable to attradparetain executives who our
compensation committee believes are or will be d@ytributors to creating and sustaining shareholdire, as determined by our
compensation committee based on the recommendatians chief executive officer (in all cases otkiean our chief executive officer's own
compensation). Our compensation committee alsahgadiscretion to adjust the achievement of tharfaial metrics under our annual cash
bonus programs for unusual and nonrecurring fa@ogsevents, such as acquisitions and other unaseats, costs and expenses.

Setting Executive Compensatic

Our board of directors, our compensation comméiae our chief executive officer each play a roleeiting the compensation of our
NEOs. Our board of directors appoints the membkosiocompensation committee and delegates todhmensation committee the dir
responsibility for overseeing the design and adsiiiaiion of our executive compensation program. &@unpensation committee consists of
Ms. Rich and Messrs. Jacobson Kackley, Leslie aiiligiison (Chair). Each member of our compensatiommittee is an “outside director”
for purposes of Section 162(m) of the Internal RexeCode of 1986, as amended, which we refer thea®Code,” and a “non-employee
director” for purposes of Rule 16b-3 under the $ties Exchange Act of 1934 (the “Exchange Act”).

Our compensation committee has primary responitbdr, among other things, determining our comp¢ios philosophy, evaluating t
performance of our executive officers, settingehmpensation and other benefits of our executifieert, overseeing the company’s responst
to the outcome of the advisory votes of sharehsldarexecutive compensation, assessing the rektivegprise risk of our compensation
program and administering our incentive compensgilans. Our chief executive officer makes recomuiagions to our compensation
committee regarding the compensation of other ekexofficers and attends meetings of our compéosaommittee at which our
compensation committee considers the compensatiother executives. Our compensation committee idens these recommendations, but
has the final discretionary responsibility for detsing the compensation of all of our executivBogfrs.

The compensation committee considered the resolts the shareholder advisory vote on executive @nsation at our 2013 annual
meeting of shareholders as support for the compgatgrmpensation policies and practices. At our 2018ial meeting of shareholders, more
than 94% of the votes cast on the shareholder agw®te on executive compensation were in favarwfexecutive compensation. Our board
of directors and our compensation committee valeeopinions of our shareholders and are committeshtjoing engagement with our
shareholders on executive compensation practiagsb@ard of directors has determined that our $tedders should vote on a say-on-pay
proposal each year in accordance with the prefererpressed by shareholders on the “say-when-ohgpagosal at our 2011 annual meeting
of shareholders.

Under our fiscal 2014 cash bonus program, no bawsee to be paid unless the company achievedsit (8 $2.0 million of profit
before taxes and (ii) revenue of at least $88.0anil In fiscal 2014, the company exceeded thenaeearget with $88.6 million of revenue;
however, the company reported $8.3 million of Ibsfore tax. Accordingly, our NEOs did not earn begsifor fiscal 2014 despite the
company’s accomplishments over the past year tmtld strengthen the foundation and future prospefcthe company, including:

» Generating significant cas
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» Acquiring and successfully integrating the acqigsitof Harris Manufacturing and Harris LE
» Implementing a co-cutting program that has, and should continue t@&ha positive effect on our costs and profitayil

* Instituting an organizational development plan veithemphasis on talent development and successsionipg to ensure that our team
members are prepared to support our growth obpesy

» Streamlining our product development process atrddocing new LED products to the market;
* Reorganizing our sales force to better meet thdsieécustomer:

Following a freeze on the compensation of our NECiscal 2014 and the fact that no bonuses weneegbunder our fiscal 2014 cash
bonus plan, our management recommended, and oyres@wation committee approved, salary increasesrtblBOs for fiscal 2015 (other th
Mr. Meade, whose salary was increased in conneutitinhis promotion to executive vice president)adddition, our management proposed,
and our compensation committee approved, an ineentmpensation program consisting of (i) an anme&ntive cash bonus opportunity &
(ii) long-term incentive compensation consistingaafards of three-year pro rata vesting restrictedksgrants and cash awards payable in one
third increments upon the annual vesting of tandestricted stock awards in order to provide ligyidor the tax liabilities incurred by our
NEOs upon the vesting of the restricted stock asdrdsetting compensation for fiscal year 201%,cmmpensation committee considered
prior compensation programs for the NEOs of Poweuw&elnternational, Inc. and EnerNOC, Inc., twoikimprofitable growth companies
operating in the alternative energy sector.

Previously, during fiscal 2013, our compensatiomauttee engaged Towers Watson, a compensation tansuo provide it with
Towers Watson's market assessment, with a focicompetiveness, of the total compensation of thepamy's executive officers to assist the
committee in determining fiscal 2013 compensatimwers Watson provided no other services to uswduiscal 2013. In light of the analysis
provided by Towers Watson in setting executive cengation for fiscal 2013, our compensation commitliel not engage the services of a
compensation consultant to determine executive emsggion for fiscal 2014 or 2015. In general, thepensation committee has determined
to engage an independent compensation consultant several years, unless factors or circumstatitaisge significantly.

To assure independence, the compensation comrmitegpproves all other work unrelated to executwmpensation proposed to be
provided by a compensation consultant, if any. ddmpensation committee also considers all factlesant to the consultant’s independence
from management, including but not limited to tbédwing factors:

» The provision of other services that the consulpmratides to us

» The amount of fees received from us as a percewfate consultars total revenue

» The consultar's policies and procedures designed to preventictsf interest

» Business or personal relationships of the constultéth our compensation committee memb
» The amount of our stock owned by the consultard;

» Business or personal relationships of the consultéth our executive officers

The compensation committee also assessed the imdiepee of the company’s outside legal counsel, withm the committee consults
from time to time, using the factors set forth abawnd determined that the outside legal counseivdependent and that there were no
conflicts of interest with respect to its work the committee.

Elements of Executive Compensatis
Our current executive compensation program foltii©s consists of the following elements:
» Base salary
» Shor-term incentive compensatio
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» Long-term incentive compensation; a
* Retirement and other benefi

Base Salan

We pay our NEOs a base salary to compensate theserfaces rendered and to provide them with adgtsaurce of income for living
expenses throughout the year.

In early fiscal 2014, management recommended, and@mpensation committee approved, maintainingéiaries of our NEOs in
effect at the end of fiscal 2013. At such time hbaianagement and the compensation committee bélteaé the compensation freeze was
appropriate as the company continued to executestges new strategic initiatives following thamsition of the chief executive officer
position to Mr. Scribante. When the compensatianmittee set the base salaries of our NEOs for[fia@43, the committee relied on the data
provided by Towers Watson and set base salaridls regpect to Messrs. Potts and Jensen, betwe@bthand 50" percentile of the Towers
Watson survey for similarly situated executives.afisetting Mr. Scribante’s base salary in connaatiith his appointment to the position of
chief executive officer, the compensation committeasidered the prior salary levels of our form@etexecutive officer.

On January 1, 2014, Marc Meade was promoted tpdkiion of executive vice president. The compeaaratommittee approved, based
on discussions with our chief executive officeg\pding Mr. Meade with an annual base salary of32Q0. In setting Mr. Meade’s base
salary, the compensation committee and our chie€etwe officer considered the prior salary of Mieade and the increased responsibilities
that Mr. Meade was assuming in connection withphésnotion to executive vice president.

In late fiscal 2014, management recommended, and@upensation committee approved, increases tedlagies of our NEOs (other
than Mr. Meade) in effect at the end of fiscal 28dbwing the freeze on executive salaries indis2014. In approving the increases to the
salaries of our NEOs, the compensation committesidered the prior freeze on salaries, the fadtrtbdonuses were earned under our fiscal
2014 cash bonus program despite the company’s gidistrments over the past year that should strengthe foundation and future prospects
of the company, which are described above, asagdthe significant increase to the company’s spide during fiscal 2014. Mr. Meade’s
salary was not increased due to the increase anyshaé received in connection with his promotiomxecutive vice president in January 2014.

The fiscal 2015 base salaries for our NEOs, asagelhe percentage increase from the fiscal 2044 salaries, are as follows:

Percentage Increase Over Fisc

Name and Current Position Fiscal 2015 Base Sala 2014 Base Salary

John H. Scribante $ 545,00( 18%
Chief Executive Office

Michael J. Pott: $ 315,00( 11%
President and Chief Operating Offic

Scott R. Jense $ 285,00( 12%

Chief Financial Officer,
Chief Accounting Officer and Treasut

Marc Meade $ 210,00( N/A
Executive Vice Presidel

Incentive Compensatic— Fiscal 2014

For fiscal 2014, our management proposed, and@upensation committee approved, an incentive cosgigm program consisting of
(i) an annual incentive cash bonus opportunity @hébng-term equity incentive compensation cotisig of awards of three-year pro rata
vesting restricted stock grants. The annual ingertash bonus opportunity and the long-term ednigntive compensation for fiscal 2014 are
discussed in detail below.
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Annual Incentive Cash Bonus Opportunity

Under our fiscal 2014 cash bonus program, no bawselld be paid unless the company achieved at (@&2.0 million of profit before
taxes and (ii) revenue of at least $88.0 millionr @ompensation committee continues to believedbafiscal 2014 cash bonus program, as
well as our fiscal 2015 cash bonus program destiiiedow, with an emphasis on profitability and newe growth, incentivizes our executives
to create value for our shareholders and, by usiresholds of both revenue and profitability, erreges our NEOs to enhance the enterprise
value of our company for the benefit of all shaldbcs.

Under the program, for every $1.00 of profit beftaees and bonus expenses earned over the $2i@mtfireshold up to a maximum of
$5.0 million, a bonus pool of $0.29 would have beamed.

For fiscal 2014, our compensation committee esthbli a target maximum bonus for each of our NEQgllasvs:

Target
Maximum
Name Bonus
John Scribante $460,00(
Chief Executive Office
Mike Potts $142,50(
President and Chief Operating Offic
Scott Jense $ 89,25(
Chief Financial Officer, Chief Accounting Officend Treasure
Marc Meade $ 73,50(

Executive Vice Presidel

In fiscal 2014, the company exceeded the revemgettavith $88.6 million of revenue; however, themmany reported $8.3 million of
loss before tax. Accordingly, our NEOs did not elaomuses for fiscal 2014 despite the company’sraptishments over the past year that
should strengthen the foundation and future prdaspeEahe company, which are described above, #isawéhe significant increase to the
company’s stock price during fiscal 2014.

Long-Term Equity Incentive Compensation

In fiscal year 2014, we also provided the oppottufar our NEOs to earn long-term equity incentaxgards under our 2004 Stock and
Incentive Awards Plan. Our employees, officersechiors and consultants are eligible to participathis plan. Our compensation committee
believed that long-term equity incentive awardsagmde the alignment of the economic interests ofNi®s and the economic interests of our
shareholders and provided our NEOs with incentigagmain in our employment.

For fiscal 2014, our management proposed, anda@uapensation committee approved awards of threeprearata vesting restricted
stock grants. Our compensation committee grantetdsiof restricted stock because it believed gngmstricted stock rewards our NEOs for
increasing shareholder value and to motivate at@ihreur NEOs while aligning their economic intésewith our shareholders through long-
term equity ownership.

In fiscal year 2014, our compensation committeerde@ our NEOs with restricted stock awards value80,000 for Mr. Scribante,
$71,250 for Mr. Potts and $44,625 for Mr. Jenseith(the dollar values converted into a specific lemof shares based on the closing pric
our Common Stock on the NYSE MKT). The restricteatk awards resulted in a grant of the followingnioer of shares to our NEOs on
May 28, 2013:

Name and Current Position Restricted Stock (#

John H. Scribante 95,83¢
Chief Executive Office

Michael J. Pott: 29,68¢
President and Chief Operating Offic

Scott R. Jense 18,59¢

Chief Financial Officer, Chief Accounting Officend Treasure
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In connection with his promotion to executive vmesident, on January 1, 2014, Mr. Meade receineglrard of 25,000 shares of
restricted stock that vest 20% annually over a teffive years.

Incentive Compensatic— Fiscal 2015

For fiscal 2015, our management proposed, and@upensation committee approved, an incentive cosgigm program consisting of
(i) an annual incentive cash bonus opportunity @hébng-term incentive compensation consistingaafards of three-year pro rata vesting
restricted stock grants (representing 60% of tked tong-term incentive award) and cash awards Ipiayia one-third increments upon the
annual vesting of the tandem restricted stock asvérebresenting 40% of the total long-term incemtiward) in order to provide liquidity for
the tax liabilities incurred by our NEOs upon thessting of the restricted stock awards. The anmearitive cash bonus opportunity and the
long-term incentive compensation for fiscal 201& discussed in detail below.

Annual Incentive Cash Bonus Opportunity

Under the fiscal 2015 cash bonus program for NE©$onuses will be paid unless the company achi@gy$2.3 million of profit before
taxes and (ii) revenue of at least $90.4 millionder the fiscal 2015 bonus program, for every $df0frofit before taxes and bonus expenses
earned over the $2.3 million threshold up to a maxn of $5.0 million, a bonus pool of $0.38 will barned, up to a maximum total bonus |
of $1,026,000 for all participating executives.

The financial targets described above are not digtien of how we will perform during fiscal yea®25. The purpose of the targets is to
provide appropriate financial metrics to determameounts of compensation under our incentive congiemsprogram. The targets are not
intended to serve, and should not be relied upmguaance or any other indication of our expefttare performance.

Our compensation committee has the discretion jissathe achievement of the financial metrics urtterfiscal 2015 annual cash bonus
program for unusual and nonrecurring factors arahtsy such as acquisitions and other unusual evadts and expenses.

The compensation committee established a targeinmiax bonus for each of our NEOs as follows:

Target Percentage
Maximum of Base
Name Bonus Salary
John Scribante $545,00( 10C%
Chief Executive Office
Mike Potts $157,50( 50%
President and Chief Operating Offic
Scott Jense $ 99,75( 35%
Chief Financial Officer, Chief Accounting Officend Treasure
March Meade $ 73,50( 35%

Executive Vice Presidel

Long-Term Incentive Compensation

Our compensation committee granted our NEOs awadrthgee-year pro rata vesting restricted stoclabee it believes granting
restricted stock rewards our NEOSs for increasirayeiiolder value and also helps to motivate andnretar NEOs while aligning their
economic interests with our shareholders through-@rm equity ownership. In addition, our managenpeoposed, and our compensation
committee approved cash awards payable in one-tidréments upon the annual vesting of the tandestricted stock awards in order to
provide liquidity for the tax liabilities incurreldy our NEOs upon the vesting of the restrictedistagards. In general, the value of restricted
stock awards must be reported by the recipientdisary income in the year that the award vestenaithe NEO does not sell the shares.
Accordingly, our compensation committee approved
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cash awards payable in one-third increments upemimual vesting of tandem restricted stock awardsder to provide funds to be used by
the NEOs to pay income taxes associated with tsteicted stock awards to avoid having our NEOsaeflledge shares to pay the associated
tax liability. The compensation committee approeedtingent cash awards of $211,336 for Mr. Scribabl22,148 for Mr. Potts, $110,515
Mr. Jensen and $13,432 for Mr. Meade.

Our compensation committee awarded our NEOs witrioted stock awards valued at $317,005 for Mriante, $183,223 for
Mr. Potts, $165,773 for Mr. Jensen and $20,14%orMeade (with the dollar values converted intgpacific number of shares based on the
closing price of our Common Stock on the NYSE MKThe restricted stock awards resulted in a gratti@following number of shares to «
NEOs on May 15, 201«

Name and Current Position Restricted Stock (#

John H. Scribante 75,47¢
Chief Executive Office

Michael J. Pott: 43,62t
President and Chief Operating Offic

Scott R. Jense 39,47(
Chief Financial Officer, Chief Accounting Officend Treasure

Marc Meade 4,79¢

Executive Vice Presidel

Retirement and Other Benef

Welfare and Retirement Benefifs part of a competitive compensation package,pe@sor a welfare benefit plan that offers healf, |
and disability insurance coverage to participagngployees. We also sponsor an employee stock megian under which our employees i
purchase shares of our Common Stock. In additmhetp our employees prepare for retirement, waspothe Orion Energy Systems, Inc.
401(k) Plan and match employee contributions at@ of 3% of the first $5,000 of an employee’s dbntions (i.e., capped at $150). Our
NEOs participate in the bro-based welfare plans, our employee stock purchiasegnd the 401(k) Plan on the same basis as bar ot
employees, except that they are not eligible ferltian program under the employee stock purchase We also provide enhanced life and
disability insurance benefits for our NEOs. Under enhanced life insurance benefit, we pay thedosit of premiums for life insurance
policies for our NEOs. The amounts of the premiamesreflected in the Summary Compensation TableweDur enhanced disability
insurance benefit includes a higher maximum betfil than under our broad-based plan, cost afdiadjustments and a portability feature.

Perquisites and Other Personal Benefitée provide perquisites and other personal benbfitswe believe are reasonable and consister
with our overall compensation program to bettetodmaur executives to perform their duties andrtalde us to attract and retain employee
key positions. We provide Messrs. Scribante antsRath a car allowance of $1,000 per month andhedso receives a private social club
membership paid for by the company.

Severance and Change of Control Arrangeme

We provide certain protections to our NEOSs in thierg of certain terminations of their employmentluding enhanced protections for
certain terminations that may occur after a chafgmntrol of our company. However, our NEOs willlpreceive the enhanced severance
benefits following a change in control if their elayggment terminates without cause or for good rea®ém describe this type of severance
arrangement as being subject to a “double triggdt.payments, including any double trigger seve&apayments, to be made to our NEOs in
connection with a change of control under their lmyipent agreements and any other of our agreensemians will be subject to a potential
“cut-back” in the event any such severance paymamtsher benefits become subject to non-deduitjilwl excise taxes as “excess parachute
payments” under Code Section 280G or 4999. Thdack-provisions have been structured such thanadlunts payable under their
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employment agreements and other of our agreemeptarms that constitute change of control paymeritde cut back to one dollar less than
three times the executive’s “base amount,” as ddfiny Code Section 280G, unless the executive wetiddh a greater amount by receiving
the full amount of the payment and paying the eslaxcise taxes (a so-called “valley provision”).

Our 2003 Stock Option Plan and our 2004 Stock andritive Awards Plan also provide potential pratest to our NEOs in the event of
certain changes of control. Under these plansN&E®s’ stock options and restricted stock that ameested at the time of a change of control
may become vested on an accelerated basis in &émt ef/certain changes of control.

We selected these triggering events to afford da®©bl some protection in the event of a terminatiotheir employment, particularly
after a change of control of our company. We belithese types of protections better enable our NB@xcus their efforts on behalf of our
company without undue concern over the impact eir #fmployment or financial security of a changeaftrol of our company. We also
provide severance benefits in order to obtain foamNEOSs certain concessions that protect ourestsr including their agreement to
confidentiality, intellectual property rights waivaon-solicitation and non-competition provisioSge below under the heading “Payments
upon Termination or Change of Control” for a dgstioin of the specific circumstances that wouldgegpayment or the provision of other
benefits under these arrangements, as well ascatém, explanation and quantification of the pents and benefits under each
circumstance.

Other Policies

Policies On Timing of Equity Awards. Our compensation committee and board of dirediave adopted a general policy on the timing
of equity awards, under which our compensation cdtamgenerally will make annual equity awards hadgig effective as of the date three
business days after our next quarterly (or fisearyend) earnings release following the decisiomaéie the grant, regardless of the timing of
the decision. Our compensation committee has eldotgrant equity awards shortly following our éags releases so that the awards are
granted (and with respect to stock options, prieed, with respect to restricted stock, valued) goiat in time when the most important
information about our company then known to managerand our board is likely to have been disserathat the market.

Our board of directors has also delegated limitgtiarity to our chief executive officer, actingasubcommittee of our compensation
committee, to grant equity-based awards under 004 Btock and Incentive Awards Plan. Our chief akige officer may grant awards
covering up to 250,000 shares of our Common StecKigcal year to certain non-executive officere@mnection with offers of employment,
promotions and certain other circumstances. Stsangiect to awards granted under this delegatedatythwhich are subsequently cancellec
forfeited may be added back to the delegated shaterity grant amount. Under this delegation dhatity, any options or stock appreciation
rights granted by our chief executive officer miigte an effective grant date on the first busigagsof the month following the event giving
rise to the award.

Our 2004 Stock and Incentive Awards Plan does aohji awards of stock options or stock appreciatights with an effective grant
date prior to the date our compensation committeipchief executive officer takes action to apgrethe award.

Executive Officer Stock Ownership GuidelinesOne of the key objectives of our executive cengation program is alignment of the
interests of our executive officers with the instseof our shareholders. We believe that ensuhiagexecutive officers are shareholders and
have a significant financial interest in our comp@nan effective means to accomplish this objectiv
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The number of shares required to be held by ourwgike officers is as follows:

Number
Position Of Shares
Chief Executive Officer 112,15¢
Chief Operating Office 38,073
Executive Vice Presidel 38,071
Chief Financial Office 38,071
Senior Vice Presidel 11,53¢
Vice Presiden 11,53¢

Executive officers are permitted to satisfy thesmership guidelines with shares of our Common Sthek they acquire through the
exercise of stock options or other similar equiséd awards, through retention upon vesting oficestl stock awards or other similar equity-
based awards and through direct share purchasegx@cutive officers who were executive officershet time of the adoption of the amended
guidelines have until the fifth anniversary of #doption to satisfy the ownership requirement. Neagpointed executive officers will have
until the fifth anniversary of their appointmenteecutive officers to satisfy the ownership regoient. All of our executive officers have
either satisfied the ownership requirement or hedditional time to do so.

Tax Considerations. In setting compensation for our NEOs, our conspéion committee considers the deductibility ahpensation
under the Code. Section 162(m) of the Code geguedhibits publicly traded companies from takintaa deduction for compensation in
excess of $1.0 million that is paid to the chie¢@xtive officer and other NEOs, excluding the cfiigdincial officer. However, compensation
that is considered “performance-basedfpensation under Section 162(m) is not subjettte®1.0 million limit on deductibility. We obtad
shareholder approval of the material terms of grgomance goals under our 2004 Stock and Incewtivards Plan at our 2011 annual
shareholders meeting to enable us to qualify awgraisted under the Plan as performabased compensation to the extent the other ap#
requirements of Section 162(m) are satisfied. @unmensation committee intends to consider the deaility of performance-based
compensation under Section 162(m) in setting coisgt@m for our NEOs, but it may approve compensatiat will not meet the requireme
of Section 162(m) in order to ensure competitiveapensation levels and structures for our executffieers. For example, as disclosed in this
Compensation Discussion and Analysis, we have gdargstricted stock to our NEOs that vests basketlysan continued service. Such
restricted stock will not qualify as performances&a compensation under Section 162(m) and, therefdll not be exempt from the $1.0
million limit on deductibility under Section 162(impespite not being eligible for deductibility umdgection 162(m) to the extent the value of
any individual's restricted stock exceeds $1.0iomllin value, our compensation committee believed such awards were appropriate to
provide motivational and retention incentives to NEOSs that are tied directly to the value of then®non Stock. In addition, notwithstanding
our intentions, because of ambiguities and unceiga as to the application and interpretationexti®n 162(m) and the regulations issued
thereunder, no assurance can be given that contfmnsaended to satisfy the requirements for déitdility under Section 162(m) will so
qualify.

We maintain certain deferred compensation arrangesier our employees and non-employee direct@sdte potentially subject to
Code Section 409A. If such an arrangement is ne@kempt from the application of Code Section 40@& complies with the provisions of
Code Section 409A, then the employee or non-emplayrector participant in such arrangement is aersid to have taxable income when the
deferred compensation vests, even if not paid e stme, and such income is subject to an additi2@% income tax. In such event, we are
obligated to report such taxable income to the &R&, for employees, withhold both regular incomesaand the 20% additional income tay
we fail to do so, we could be liable for the withding taxes and interest and penalties thereorckSiptions with an exercise price lower than
the fair market value of our Common Stock on thie @d grant are not exempt from coverage under Gattion 409A. We believe that all of
our stock option grants are exempt from coveragkeugode Section 409A. Our deferred compensati@ngements are intended to either
qualify for an exemption from, or to comply withp@e Section 409A.
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Compensation Committee Interlocks and Insider Parttipation

During the last fiscal year, no member of the conspgion committee had a relationship with us tegtired disclosure under Item 40
Regulation S-K. During the past fiscal year, nohew executive officers served as a member obtherd of directors or compensation
committee, or other committee serving an equivdi@mttion, of any entity that has one or more etigewfficers who served as members of
our board of directors or our compensation commitiéone of the members of our compensation comenistan officer or employee of our
company, nor have they ever been an officer or eya@ of our company.

Compensation Committee Report

Our compensation committee has reviewed and diedubg “Compensation Discussion and Analysis” doethin this proxy statement
with management. Based on our compensation conaisitteview and discussions with management, oupensation committee
recommended to our board of directors that the Garegtion Discussion and Analysis be included is pinoxy statement.

Mark A. Williamson, Chair
Tryg C. Jacobson

James R. Kackley

James D. Leslie
Elizabeth Gamsky Rich

Summary Compensation Table for Fiscal 2014

The following table sets forth for our NEOs thddaling information for each of the past three fisgears or for such shorter period as
the NEO has been a NEO: (i) the dollar amount selsalary earned; (ii) the dollar value of bonwsas non-equity incentive plan
compensation earned; (iii) the grant date fair gatletermined under Accounting Standards Codificatiopic 718 (“ASC Topic 718"), for all
equity-based awards held by our NEOs; (iv) all ottempensation and (v) the dollar value of totahpensation.

Non-Equity
Incentive Plan Stock Option All Other
Fiscal Salary Compensatior Awards Awards Compensatior Total
Name and Current Principal Position Year ($) ($) $)(Q) ($)(2) (%) (%)
John H. Scribante 201« 460,00( — 231,07¢ — 13,42¢4)  704,50¢
Chief Executive 201z 396,03¢ 230,00( 95,00( 218,66: 6,092 945,79¢
Officer 201z 275,00( — — 39,99¢ 22,60( 337,59¢
Scott R. Jense 201« 255,00( — 44,81: — 144 299,95¢
Chief Financial Officer 201¢ 255,00( 51,62¢ 25,00( 32,36¢ 144 364,13(
Chief Accounting Officer 2012 216,84: — — 29,08¢ 7,93: 253,86!
and Treasure
Michael J. Pott: 201¢ 285,00( — 71,54¢ — 16,36:5) 372,91(
President and Chief 201: 281,66 74,50( 50,00( 64,72¢ 16,36: 487,25
Operating Officel 2012 275,00( — — 39,99¢ 16,19 331,19¢
Marc Meade 2014 183,75( — 187,57- — 5,4446) 376,76¢

Executive Vice President(:

(1) Represents the grant date fair value calculpteguant to ASC Topic 718 for restricted stock misaAdditional information about the
assumptions that we used when valuing equity awiarsist forth in our Annual Report on Form 10-Kie Notes to Consolidated
Financial Statements for our fiscal year ended K&, 2014
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(2) Represents the grant date fair value calculpteguant to ASC Topic 718 for the indicated fisgedr for option awards. Additional
information about the assumptions that we used whéring equity awards is set forth in our Annuaiprt on Form 10-K in the Notes
to Consolidated Financial Statements for our figear ended March 31, 201

(3) Marc Meade was promoted to the position of exeeutice president on January 1, 20

(4) Includes an automobile allowance of $12,000 andZ8.in life insurance premium
(5) Includes an automobile allowance of $12,000 an8&=in life insurance premium

(6) Includes a clothing allowance of $5,4-

Grants of Plan-Based Awards for Fiscal 2014

As described above in the Compensation DiscussidrAaalysis, under our 2004 Stock and Incentive Alsdlan and employment
agreements with certain of our NEOs, we grantetlicésd stock and non-equity incentive awards,(cash bonuses) to our NEOs in fiscal
2014. The following table sets forth informatiomgaeding all such awards.

All Other Grant
All Other Option Date
Estimated Future Payouts Under Estimated Future Payouts Under Stock Awards: ) Fair
Non-Equity Incentive Plan Equity Incentive Plan Awards: Number of  Exercise ~ Value of
Awards Awards Number Securities  Price of Stock anc
Date of of Shares Underlying  Option Option
Grant Committee Threshold Target Max Threshold Target Max of Stock Options  Awards  Awards
Name Date Action (%) $) ($) (#) (#) (#) (#) (#) ($/Sh) $Q)
John Scribante —(2) —((2) $  460,00(2) — — —
5/28/1: 3/14/1: 95,83(3) — — $ 231,07
Scott Jense —(2) —(2) $ 89,25((2) — — —
5/28/1: 3/14/1: 18,5943) — — $ 4481
Michael Potts —(2) —(2) $ 142,50(2) — — —
5/28/1: 3/14/1: 29,68¢(3) — — $ 71,54¢
Marc Meade —(2) —(2) $ 73,50((2) — — —
1/1/1¢ 12/20/1: 25,00((4) — — $ 174,25(

(1) Represents the grant date fair value computeddardance with ASC Topic 71

(2) The fiscal 2014 incentive cash bonus progpaovided for maximum award amounts for each exeeutiut did not include threshold or
target award amounts. Under the program, no borwsekl be paid unless the company achieved at (§&&2.0 million of profit before
taxes and (ii) revenue of at least $88.0 millioor very $1.00 of profit before taxes and bonusesps earned over the $2.0 million
threshold up to a maximum of $5.0 million, a bopos! of $0.29 would be earne

(3) Vests 1/3 per year on May 28, 2014, 2015 and 2
(4) Vests 1/5 per year on January 1, 2015, 2016, 218 and 201¢
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Outstanding Equity Awards at Fiscal 2014 Year End

The following table sets out information about thestanding equity awards held by our NEOs at tited# fiscal 2014 on March 31,
2014.

Option Awards Stock Awards
Number of Number of Number of
Securities Securities Shares or Market
Underlying Underlying Units of Value of Shares
Unexerciset Unexercised Stock That or Units of
Options Options Option Option Have Not Stock That
Exercisable Unexercisable Exercise Expiration Vested Have Not Veste(
Name (#) (#) Price ($ Date (#) ($)(1)
Mr. Scribante 33,33: 66,667(2) $ 1.62 11/12/202: 132,63:(3) $ 961,58
20,00( 80,00((4) $ 2.0¢ 06/12/202:
10,03¢ 6,69¢(5) $ 3.4¢€ 05/18/202!
200,00( 50,00((6) $ 3.01 09/01/201!
9,407 2,3547) $ 3.7¢ 05/19/201!
21,45; — $ 5.3t 08/08/201!
40,00( — $ 2.5C 06/02/201!
25,00( = $ 2.2¢F 07/31/201.
Mr. Jenser 5,00(¢ 20,00((8) $ 2.0C 06/18/202. 28,5949) $ 207,30°
6,19¢ 4,13%(11) $ 3.4¢€ 05/18/202!
80,00( 20,00((12) $ 5.44 02/05/202!
9,407 2,354(13)  $ 3.7¢ 05/19/201!
16,50: — $ 5.3t 08/08/201!
25,00( — $ 2.2C 03/01/201
7,00( — $ 2.2F 08/30/201.
Mr. Potts 10,00( 40,00((8) $ 2.0C 06/18/202: 49,68¢10) $ 360,23t
6,972 4,64¢14) $ 3.4¢€ 05/18/202!
9,407 2,354(15) $ 3.7¢ 05/19/201!
21,45 — $ 5.3t 08/08/201!
45,00( — $ 2.2C 12/20/201!
Mr. Meade 4,00( 16,00((16) $ 2.0% 02/01/202: 25,00(17) $ 181,25
15,00( 10,00((18) $ 3.4t 11/01/202
6,00( 14,00((19)  $ 3.4¢ 05/18/202!
4,00( 1,00((20) $ 4.7 02/01/202!

(1) The amounts in this column have been compbiéséd on the closing price of our common stock7c25 on March 31, 2014. The actual
value realized by the executive will depend onrtfagket value of our common stock on the date thebtvard vest:

(2) This option vests in equal increments on Maber 13, 2014 and 2015, respectively, contingeritlarScribante’s continued employment
through the applicable vesting de

(3) 20,000 shares vest in equal increments oa 18n2014, 2015, 2016 and 2017, respectively 506shares vests in equal increments per
year on September 27, 2014 and 2015, respectiaety/95,883 shares vest in equal increments on Mag®.4, 2015 and 2016, in ec
instance contingent on Mr. Scriba’s continued employment through the applicable ngsiate

(4) 20% of the total amount awarded vested amdrne exercisable on June 12, 2014. The remaingdé&s weequal increments on June 12,
2015, 2016 and 2017, respectively, contingent on9dribant’s continued employment through the applicable ngsdate

(5) 20% of the total amount awarded vested awdibe exercisable on May 18, 2014. The remaindes wesMay 18, 2015, contingent on
Mr. Scribant’s continued employment through the applicable ngsiate
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(6) The option will vest completely when our CoomfStock’s average closing price over five conseeutading days equals or exceeds
$8.00 per share, contingent on Mr. Scrib’s continued employment through the applicable ngaiate

(7) The remainder vested on May 19, 20
(8) 20% of the total amount awarded vested awdie exercisable on June 18, 2014. The remaindes Weequal increments on June 18,
2015, 2016 and 2017, contingent on the exec’s continued employment through the applicable ngsiate
(9) 10,000 shares vests in equal increments oa 18, 2014, 2015, 2016 and 2017, respectively 18&P4 shares vest in equal increments
on May 28, 2014, 2015 and 2016, respectively, @haéastance contingent on the executive’s contireregloyment through the
applicable vesting dat
(10) 20,000 shares vests in equal increments oa 18n2014, 2015, 2016 and 2017, respectively 28888 shares vest in equal increments
on May 28, 2014, 2015 and 2016, respectively, @heéastance contingent on the executive’s contireregloyment through the
applicable vesting dat
(11) 20% of the total amount awarded vested andrbeexercisable on May 18, 2014. The remaindeswesMay 18, 2015, contingent on
Mr. Jense’s continued employment through the applicable ngsiate

(12) The remainder vests of on February 5, 2015, coatihgn Mr. Jens¢'s continued employment through the applicable ngsdiate

(13) The remainder vested on May 19, 20

(14) 20% of the total amount awarded vested andrbeexercisable on May 18, 2014. The remaindeswesMay 18, 2015 contingent on
Mr. Pott¢ continued employment through the applicable vedtisig.

(15) The remainder vested on May 19, 20

(16) The remainder vests in equal increments omuaeh 1, 2015, 2016, 2017 and 2018, contingent onMé&ade’s continued employment
through the applicable vesting de

(17) Vests in equal increments on January 1, 20056, 2017, 2018 and 2019, respectively, contingaritlr. Meades continued employme
through the applicable vesting de

(18) The remainder vests in equal increments oreNtber 1, 2014 and 2015, contingent on Mr. Meadarsicued employment through the
applicable vesting dat

(19) 10% of the total amount awarded vested andreaexercisable on May 18, 2014. The remaindes wesgtqual increments on May 18,
2015, 2016, 2017, 2018, 2019 and 2020, contingeiio Mead(s continued employment through the applicable ngsiate

(20) The remainder vests of on February 1, 2015, coatihgn Mr. Mead's continued employment through the applicable ngsiiate

Option Exercises and Stock Vested for Fiscal 2014

The following table sets forth information aboug tiixercise of options by our NEOs and the vestfrifeir restricted stock awards in
fiscal 2014.

Option Awards Restricted Stock Awards
Number of Number of
Shares Shares
Acquired Value Acquired Value
on Realized or on Realized or
Exercise Exercise Vesting Vesting
Name # (6] #) $A)
John Scribante — — 13,25( $ 43,29:
Scott Jense — — 2,50( $ 5,72¢
Michael Potts — — 5,00( $ 11,45(

Marc Meade — — — —

(1) The amounts in this column have been computed b@séue closing price of our common stock on theting date
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Payments Upon Termination or Change of Control
Employment Agreement

Under the employment agreements we currently hatlreMessrs. Scribante, Potts, Jensen and Meade,MHOs are entitled to certain
severance payments and other benefits upon ayjonglémployment termination, including certain emted protections under such
circumstances occurring after a change in confrobo company. If such executive’s employment reni@ated without “cause” or for “good
reason” prior to the end of the employment peribd,executive will be entitled to a lump sum sexmeeabenefit equal to a multiple (indicated
in the table below) of the sum of his base salduig fhe average of the prior three years’ bonus@sp rata bonus for the year of the
termination; and COBRA premiums at the active eyppdorate for the duration of the executive’s COBgvAtinuation coverage period. To
receive these benefits, such executives must execut deliver to us (and not revoke) a generadsel®f claims.

“Cause” is defined in the employment agreements as a gatddffnding by our board of directors that the extive has (i) failed,
neglected, or refused to perform the lawful emplegtrduties related to his position or that we assiito him (other than due to disability);
(i) committed any willful, intentional, or grosslyegligent act having the effect of materially imjig our interests, business, or reputation;

(iii) violated or failed to comply in any materigdspect with our published rules, regulations,aicges; (iv) committed an act constituting a
felony or misdemeanor involving moral turpitudeufd, theft, or dishonesty; (v) misappropriatedrabezzled any of our property (whether or
not an act constituting a felony or misdemeanarjyi breached any material provision of the enyptent agreement or any other applicable
confidentiality, non-compete, non-solicit, genakase, covenant not-to-sue, or other agreemeintugi

“Good reason”is defined in the employment agreements as thergamee of any of the following without the execetiw consent: (i) a
material diminution in the executive’s base saldiiya material diminution in the executiwauthority, duties or responsibilities; (iii) a tedal
change in the geographic location at which the etxee must perform services; (iv) a material brebghus of any provision of the employmt
agreement; or (v) our employment of Neal R. Verfluais a senior executive officer. The definitiorfgdod reason” in Mr. Meade’s
employment agreement does not include items (d)(&habove.

The severance multiples, employment and renewalst@nd restrictive covenants under the employngmeteanents, prior to any change
of control occurring, are as follows:

Employment Renewal Non-compete ant
Executive Severance Term Term Confidentiality
John H. Scribante 2 x Salary - 3 Year: 2 Year: Yes
Avg. Bonu:
Michael J. Potts 1 x Salary - 1Yea 1Yea Yes
Avg. Bonut
Scott Jensen 1 x Salary - 1Yea 1Yea Yes
Avg. Bonut
Marc Meade 1 x Salary - 1Yea 1 Yea Yes
Avg. Bonu:

We set the severance multiples, employment andva&rterms and restrictive covenants under the eynpémt agreements based on
advice from Towers Watson that such multiples anohs were consistent with general public compaagtme and our subjective belief at the
time that these amounts and terms were necessprg\imle our NEOs with compensation arrangemeratswhil help us to retain and attract
high-quality executives in a competitive job markitie severance multiples and employment and rdrtewas vary among our individual
NEOs based on the advice of Towers Watson that sudtiples and terms were consistent with geneullip company practice and o
subjective judgment. We did not ascertain the baissipport for Towers Watson'’s advice that sucltipies and other terms are consistent
with general public company practice.

The employment agreements for our NEOs also prosidenced benefits following a change of contralwafcompany. Upon a change
of control, such executive’s employment term iaudtically extended for a specified period, whieli®@s among the individual executives as
shown in the chart below. Following the
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change of control, the executive is guaranteedinee base salary and a bonus opportunity at lgaat ® 100% of the prior year’s target
award and with the same general probability of@ghg performance goals as was in effect priohtodhange of control. In addition, the
executive is guaranteed participation in salariedl @ecutive benefit plans that provide benefitdhe aggregate, at least as great as the
benefits being provided prior to the change of mant

The severance provisions remain the same as jpréhehange of control context as described aboiept that the multiplier used to
determine the severance amount and the post cludiogatrol employment term increases, as is shawvthe table below. The table also
indicates the provisions in the employment agredésnegarding triggering events and the treatmepggments under the agreements if the
non-deductibility and excise tax provisions of C&kztions 280G and 4999 are triggered, as discuxsded.

Post Change
of Control
Employment Excise Ta
Executive Severance Term Trigger Gross-Up Valley
John H. Scribante 3 x Salary - 2 Year: Double No Yes
Avg. Bonu
Michael J. Potts 2 x Salary - 2 Year: Double No Yes
Avg. Bonu:
Scott Jensen 2 x Salary - 2 Year: Double No Yes
Avg. Bonus
Marc Meade 2 x Salary - 2 Year: Double No Yes
Avg. Bonu:

We set the post change of control severance mestiahd employment terms under the NEOs’ employagrgements based on our
belief that these amounts and terms would proviggapriate levels of protection for the NEOs toldaghem to focus their efforts on behal
our company without undue concern for their emplegitror financial security following a change in ttoh In making this determination, our
compensation committee considered information plediby Towers Watson indicating that the proposethge of control severance multip
and employment terms were generally consistent thigtpractices of Towers Watson’s surveyed comganie

A change of control under the employment agreenmgenerally occurs when a third party acquires 20%are of our outstanding stoc
there is a hostile board election, a merger occughich our shareholders cease to own 50% of ¢juity of the successor, we are liquidated o
dissolved, or substantially all of our assets atd.dVe have agreed to treat these events as titggevents under the employment agreement:
because such events would represent significamgelsin the ownership of our company and couldadigatential uncertainty regarding the
job or financial security of the NEOs. Specificallye believe that an acquisition by a third paft2@ or more of our outstanding stock wa
constitute a significant change in ownership of ampany because we have a relatively diverse,lyvitispersed shareholder base. We
believe the types of protections provided underesuployment agreements better enable our executviesus their efforts on behalf of our
company during such times of uncertainty.

The employment agreements contain a “valley” extaggprovision to address Code Sections 280G af8 A6n-deductibility and excise
taxes on “excess parachute payments.” Code Se@Bi(G and 4999 may affect the deductibility of, &angose additional excise taxes on,
certain payments that are made upon or in conmeutith a change of control. The valley provisioyides that all amounts payable under the
employment agreement and any other of our agreenoemqians that constitute change of control paymesil be cut back to one dollar less
than three times the executive’s “base amountdedimed by Code Section 280G, unless the execwutoudd retain a greater amount by
receiving the full amount of the payment and peadlgrpaying the excise taxes. Under the employragnéements, we are not obligated to
gross up executives for any excise taxes imposeazkoess parachute payments under Code Section @80929.
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Equity Plans

Our equity plans provide for certain benefits ia #vent of certain changes of control. Under bothexisting 2003 Stock Option Plan
and our 2004 Stock and Incentive Awards Plan,dfélis a change of control, our compensation coteeihay, among other things, accelerat
the vesting of restricted stock and exercisabditall outstanding stock options and/or requird tiboutstanding options be cashed out. Our
2003 Stock Option Plan defines a change of coadhe occurrence of any of the following:

» With certain exceptions, any “person” (as such termmsed in sections 13(d) and 14(d) of the Excleafgt), becomes a “beneficial
owner” (as defined in Rule 13lunder the Exchange Act), directly or indirecty securities representing more than 50% of thang
power of our then outstanding securiti

« Our shareholders approve (or, if shareholder agbriswnot required, our board approves) an agreepreniding for (i) our merger or
consolidation with another entity where our shalééis immediately prior to the merger or consolwlatvill not beneficially own,
immediately after the merger or consolidation, siéies of the surviving entity representing morarilfb0% of the voting power of the
then outstanding securities of the surviving entiiy the sale or other disposition of all or stagially all of our assets, or (iii) our
liquidation or dissolution

* Any person has commenced a tender offer or exchetffigiefor 30% or more of the voting power of obeh outstanding share

» Directors are elected such that a majority of tleeniers of our board shall have been members di@and for less than two years,
unless the election or nomination for election alenew director who was not a director at ther@gg of such two-year period was
approved by a vote of at least i-thirds of the directors then still in office who reedirectors at the beginning of such per

A change of control under our 2004 Stock and Irngerdwards Plan generally occurs when a third paoyuires 20% or more of our
outstanding stock, there is a hostile board elacgamerger occurs in which our shareholders ceasen 50% of the equity of the successor,
or we are liquidated or dissolved or substantiallyof our assets are sold.
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Payments Upon Terminatiol

The following table summarizes the estimated valugayments and other benefits to which our NEOsldibave been entitled under
employment agreements and equity plans describegealpon certain terminations of employment, asagirsolely for purposes of such
calculations, that (i) the triggering event or etgemccurred on March 31, 2014 and (ii) in the az#s change of control, the vesting of all stock
options and restricted stock held by our NEOs veaglerated.

Without Without

Cause or for Gooc Cause or for
Good Reason in Connection
Name Benefit Reason ($ With a Change of Control ($
John H. Scribante Severanci $ 920,00 $ 1,380,00!
Pro Rata Target Bont $ 76,66 $ 76,66'
Benefits — —
Acceleration of Equity’ — $ 2,000,06:
Excise Tax Ct-Back — —
Total $ 996,66 $ 3,456,733
Michael J. Pott: Severanci $ 285,00( $ 570,00
Pro Rata Target Bont $ 24,83 $ 24,83
Benefits $ 20,41t $ 20,41¢
Acceleration of Equity’ $ 596,01!
Excise Tax Ct-Back — —
Total $ 330,24t $ 1,211,26:
Scott Jense Severanci $ 255,00( $ 510,00(
Pro Rata Target Bont $ 17,20¢ $ 17,20¢
Benefits $ 20,41t $ 20,41¢
Acceleration of Equity’ $ 372,32t
Excise Tax Ci-Back — $ (59,98¢)
Total $ 292,62: $ 859,96!
Marc Meade Severanci $ 210,00( $ 420,00(
Pro Rata Target Bont — —
Benefits $ 20,41t $ 20,41¢
Acceleration of Equity’ $ 358,06(
Excise Tax Ci-Back — —
Total $ 230,41! $ 798,47"
Total $ 1,849,95. $ 6,326,43

*  Based on the closing price of our Common Stock andi 31, 2014

Payments Upon Change of Control (No Terminatio

If a change of control had occurred at the enduoffigcal 2014 on March 31, 2014, and our compémsapmmittee had accelerated the
vesting of all of the unvested stock options arsfrieted shares then held by our NEOs and casteed thut for a payment equal to, with resj
to stock options, the product of (i) the numbeslodres underlying such options and (ii) the exdeasy, of the closing price per share of our
Common Stock on March 31, 2014 and the exercige prer share of such options, and with respe@diicted stock, a cash
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payment equal to the product of (i) the numberrofasted restricted shares and (i) the closingepsfoour common stock on March 31, 2014,
our NEOs would have received approximately theofeihg benefits:

Number of
Number of Unvested :
Unvested Optior Restricted Stock Value Realizec
Value Shares Accelerate
Shares Realized for For Restricted
Accelerated anc Stock and Cashed Out
Name Cashed Out (#) Options ($) # Stock ($)
John H. Scribante 205,71! $1,038,47. 132,63¢ $ 961,58t
Scott R. Jense 46,48« $ 165,02: 28,59« $ 207,30°
Michael J. Pott: 40,00( $ 235,77 49,68¢ $ 360,23t
Marc Meade 41,00( $ 176,81( 25,00( $ 181,25(

RISK ASSESSMENT OF OUR COMPENSATION POLICIES AND PRACTICES

Each year, our compensation committee conductgiewef our compensation policies and practiceast®ess whether any risks arising
from such policies and practices are reasonabiplito materially adversely affect our company. bédieve that we have designed a balancec
approach to our compensation programs that rewantitsour NEOs and our other key employees for aaigeour annual and longer-term
strategic objectives and financial and businestpaance goals that we believe will help us achiswstained growth and success over the
long-term. We believe that our compensation congmittas structured our total executive compensgtiensure that there is a focus on
incentivizing and rewarding both near-term finahpierformance and sustained long-term shareholgeregiation. While it is possible that the
pursuit of our strategic objectives and our anfimaincial performance targets that determine ocefive compensation may lead to employe
behavior that may increase certain risks to ourganmg, we believe that we have designed our comgiengarograms to help mitigate against
such concerns and to help ensure that our compengatctices and decisions are consistent withstrategic business plan and our enterpris
risk profile.

During our annual review, our compensation commitékes the following actions:

 Identifies our material compensation arrangememtiscategorizes them according to the levels ofrgiaterisk-taking behaviors that
our compensation committee believes they may eaga.

» Meets with our chief executive officer and chiefdncial officer to develop a better understandihgus enterprise risk profile and the
material risks, including reputational risk andgbalescribed under Part I, Item 1A, “Risk Factors@ur Annual Report on Form 10-
K, that we face and the relationship of our compéoa policies and practices to those identifietbgrise-related risks

» Evaluates the levels of potential risdking that may be encouraged by each material easgiion arrangement to determine whett
is appropriate in the context of our overall congagion arrangements, our objectives for our comgt@s arrangements, our strategic
goals and objectives and our enterprise risk pac

 Identifies and evaluates the likely effectivenelsthe risk-mitigation attributes contained in oangpensation policies and practices, a:
set forth below

As part of its review of our fiscal 2014 and fis@8ll5 compensation policies and practices, our emsgtion committee identified the
following attributes that it believes help to miig against the potential for excessive or unnacgssks to be realized by our company as a
result of our compensation policies and practices:

» We believe that we have set base salaries atigisufflevel to discourage excessive or unnecegssskytaking. We believe that base
salary, as a non-variable element of compensdtielps to moderate the incentives to incur riskm pursuit of increased financial
performance metrics that are directly tied to thgrpent of variable elements of compensation. Téoparits moderating function, we
believe tha
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base salary should make up a substantial portidargét total compensation. Our NEOSs’ fiscal 2068 2014 base salaries were, on
average, more than 50% of their fiscal 2013 andi2fdspectively, total actual compensation. Theafi2014 base salaries for our
NEOs were unchanged from the base salaries inteffébe end of fiscal 2013 and, in fiscal 2015, N&Os received salary increas
following the freeze on salaries in fiscal 20

» Our incentive compensation goals in each of fig€dld and 2015 are directly tied to and supportstiategic business plan and are
based upon annual operating budget levels thaearewed and approved by our board of directorsthatiwe believe are attainable
their targeted levels without the need to (i) takeessive or unnecessary risks; (ii) take actibaswould violate our Code of Condu
or (iii) make material changes to our l-term business strategy or our methods of manageonenteration

» Our fiscal 2014 and 2015 incentive compensatiogams capped the amount of cash bonus opportumitypeovided for three-year
vesting of equity award:

» Our fiscal 2014 and 2015 bonus programs use thievamhent of both profitability and revenue as botangets. We believe that using
different financial metrics helps to mitigate exsige or unnecessary risk taking and the motivatiofocus on achieving any single
financial performance measure that is directly teethe amount of our incentive compensat

» Our incentive compensation for fiscal 2014 and 2@&% a combination of cash incentives and three yesting equity awards, so
that employees only realize value on such equitgrds/ithrough sustained long-term appreciation osbareholder value. The board
believes that this combination of short and longaténcentive compensation lowers the risk of unssaey short term risk taking
associated with annual incentive progra

» Our incentive compensation for fiscal 2015 proviftgscash bonus awards payable in one-third incresngpon the annual vesting of
tandem restricted stock awards in order to proligledity for our NEOs to pay the income taxes asated with the vesting of such
awards. We believe these cash awards provide aanisch for our NEOs to pay the taxes associated thvélvesting of restricted stc
without having our NEOs sell or pledge shares deoto pay for the associated taxes. We belieesthiicture will help to increase
level of company share ownership by our NE

» We have implemented stock ownership guidelinesliasf our executive officers, which we believe héb focus them on long-term
stock price appreciation and sustainabil

» We have adopted a “clawback” policy as an addifioisk mitigation provision. Our clawback policylsaon our board of directors to
require reimbursement from any officer of an amaqual to the amount of any overpayment or ovara&i@bn of any incentive
compensation paid to, or realized by, the offite

(i) The payment or vesting of incentive compensati@s predicated upon the achievement of certaimpeay financial or
operating results with respect to the applicabléopmance period that were subsequently the subfeztmaterial financial statement
restatement (other than a restatement due to sudasechanges in generally accepted accountingiphas; policies or practices) that
adversely affects our prior announced or stateghfifal results, financial condition or cash flows;

(i) In our boards view, the recipient engaged in misconduct thased, partially caused or otherwise contributetthéoneed for th
financial statement restatement; and

(iii) Vesting would not have occurred, or no paymena lower payment would have been made to ttipient, based upon our
restated financial results, financial conditiorcash flow.

As a result of the compensation committee’s anreidéw, our compensation committee did not belignat our compensation policies
and practices encourage excessive or unnecesskitaking in light of our strategic plan, businebgectives and our enterprise risk profile.
Accordingly, our compensation committee did not liempent any material changes in response to thiswev
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PROPOSAL TWO:
ADVISORY VOTE ON THE COMPENSATION OF OUR NAMED EXEC UTIVE OFFICERS

We view executive compensation as an importantenatith to us and to our shareholders. As requdye8ection 14A of the Securities
Exchange Act of 1934, we are asking shareholdevsti® on a non-binding, advisory basis, on a té¢&ni approving the compensation of our
NEOs as disclosed in the Compensation DiscussidriAaalysis section and the accompanying compensgdinles and narrative discuss
contained in this proxy statement. This advisorievan the compensation of our NEOs allows our stidders to express their views on our
executive compensation programs.

The compensation committee considered the resolts the shareholder advisory vote on executive @nsation at our 2013 annual
meeting of shareholders as support for the compatgmpensation policies and practices. At our 2018ial meeting of shareholders, more
than 94% of the votes cast on the shareholder agw®te on executive compensation were in favarwfexecutive compensation. Our board
of directors and our compensation committee valeeopinions of our shareholders and are committeshtjoing engagement with our
shareholders on executive compensation practiagsb@ard of directors has determined that our $tedders should vote on a say-on-pay
proposal each year in accordance with the prefererpressed by shareholders on the “say-when-chgpagosal at our 2011 annual meeting
of shareholders.

We believe that a skilled, experienced and dedics¢mior management team is essential to the fpenfermance of our company and to
building shareholder value. We have sought to éstabompetitive compensation programs that enabl® attract and retain executive
officers with these qualities. The other objectieé®ur compensation programs for our executivecef§ are the following:

» to motivate our executive officers to achieve sirfinancial performance, particularly increasederave, profitability, free cash flow
and shareholder valu

 to attract and retain executive officers who weadwel have the experience, temperament, talents@mdctions to contribute
significantly to our future success; a

* to align the economic interests of our executiviicefs with the interests of our sharehold

In light of these objectives, we have sought toarelvour NEOs for achieving financial performancalgpcreating value for our
shareholders, and for loyalty and dedication toammpany. We are working to implement a new culthes focuses on profit before tax, along
with revenue growth, and our fiscal 2014 and 20dfmmensation programs are designed to incentivide@mnard short-term and long-term
decisions that benefit earnings and increase sblalethvalue. Some examples of recent actions we keléen to further these objectives
include:

» Our decision to pay no bonuses for fiscal 2014 lesehieving the revenue threshold and despitedhgany’s accomplishments
over the past year that should strengthen the fatiordand future prospects of the company, inclgidgenerating significant cash;
acquiring and successfully integrating the acgoisiof Harris Manufacturing and Harris LED; implentieag a cost-cutting program
that has, and should continue to have, a posiffeeteon our costs and profitability; instituting arganizational development plan v
an emphasis on talent development and successanipy to ensure that our team members are prepaseghport our growth
objectives; streamlining our product developmentpss and introducing new LED products to the niadae reorganizing our sales
force to better meet the needs of custonr

» Our decision to provide salary increases to theafi2015 base salaries of our NEOs following argdleeze for fiscal 2014 and the
fact that no bonuses were earned under our figdd 2ash bonus prograi

» Our decision to implement cash bonus programssirafi2014 and 2015 that continue to focus on @ioifity and provide that no
bonuses will be paid unless the company achievaspecified level of profit before taxes and imsed revenue from the prior fiscal
year;

» Our decision to maintain the fiscal 2014 base sdaf our NEOs that were in effect at the endsafdl 2013 in order to provide
incentive to the executives to achieve the incentiased cash objectives and increase shareholderosger the term of the long term
incentive equity grants
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» Granting long-term equity incentive awards in thef of three-year pro rata vesting restricted sgreits in order to reward our
NEOs for increasing shareholder value and to maaretain our NEOs while aligning their economierests with our shareholde
through long-term equity ownership. In additiorstrizted stock is less dilutive to our shareholdbes options because value to the
employee can be achieved with fewer shares andlsarprovide a better incentive to our executiheststock options because
restricted stock always maintains some intrinsiceand aligns the interests of our executives titise of our shareholdel

» Granting cash awards that vest annually with thdean restricted stock awards in order for our NEDzay the associated tax liabil
and avoid having our NEOs otherwise sell or pletthgeshares in order to pay such liability; ¢

« Our executives have employment agreements thabtpravide for tax gross-ups and do not have sitrgggers in the event of a
changr-of-control.

For a further description of our executive compénsagrograms, please see the disclosure unddrethding “Executive Compensation”
above.

Our board of directors would like the support of shareholders for the compensation of our NEG#issdosed in this proxy statement.
Accordingly, for the reasons discussed above, ompensation committee recommends that shareholdezsn favor of the following
resolution:

“RESOLVED, that the shareholders approve, on aisady basis, the compensation of the named exexofficers as disclosed
pursuant to Item 402 of Regulation S-K, includihg Compensation Discussion and Analysis sectiortfedompensation tables and
narrative discussion contained in this proxy statein

The compensation of our NEOs as disclosed in thag@msation Discussion and Analysis section anétlempanying compensation
tables and narrative discussion contained in tfugypstatement will be approved if the votes cagtavor of the resolution exceed the votes
against the resolution, assuming a quorum exidisteftions will be counted for purposes of deteimgjrthe presence of a quorum but will be
disregarded in the calculation of votes cast fo flurpose.

This advisory vote on the compensation of our NEJ®t binding on our company, our board of diresir the compensation
committee of the board. However, the board and:timpensation committee will review and considerattcome of this advisory vote when
making future compensation decisions for our NEOs.

RECOMMENDATION: Our compensation committee recommends a vote for approval of the compensation of ounamed
executive officers as disclosed in the Compensati@iscussion and Analysis section and accompanyingropensation tables and
narrative discussion contained in this proxy staterent.

DIRECTOR COMPENSATION

During fiscal 2014, we offered the following compation program for our non-employee directorsatapnnual retainer of $40,000,
payable in cash or shares of our Common Stockeagltction of the recipient; (b) an annual stockoopgrant, vesting ratably over three years
with a grant date fair value of $45,000; (c) anuainetainer of $40,000 for the chairman of ourrdazaf directors, payable in cash or shares of
Common Stock at the election of the recipient;gflannual retainer of $20,000 for the chairmenuofaa hoc litigation committee, payable in
cash or shares of Common Stock at the electioheofdcipient; (e) an annual retainer of $30,00GHerchairman of our audit and finance
committee of our board of directors, payable irhocaisshares of Common Stock at the election ofélegient; (f) an annual retainer of $20,(
for the chairmen of the compensation committeeapbeyin cash or shares of Common Stock at theieteof the recipient and (g) an annual
retainer of $10,000 for the chairmen of the nomiaand corporate governance committee of our bohdirectors, payable in cash or shares
of Common Stock at the election of the recipientfiscal 2015, the compensation program for our@mployee directors is unchanged from
fiscal 2014 other than providing non-employee decwith an annual restricted stock grant, vestatgbly over three years, with a grant date
fair value of $45,000 in lieu of their prior anngabck option grant having an identical value.
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Our compensation committee did not engage a cormagiensconsultant to establish the compensationrpragor our non-employee
directors. However, the committee reviewed the dveti Association of Corporate Directors (NACD) Qiter Compensation Report, which
provided a comprehensive report on director pagtimes across a wide range of industries and coyngiaas, to determine the appropriate
compensation levels for our non-employee directorsrder to attract potential new independentdos in the future, our board of directors
has retained the flexibility to make an initial gtooption or other form of equity-based grant @aah award to any such new non-employee
directors upon joining our board.

All non-management directors are required to own at |[€g80R shares. Directors are permitted to satiggatownership guidelines w
shares of our Common Stock that they acquire thrahg exercise of stock options or other similariggbased awards, through retention u
vesting of restricted shares or other similar ggbésed awards and through direct share purch@seglirectors who were directors at the time
of the adoption of the amended guidelines havé th#ififth anniversary of the adoption to satiffie ownership requirement. Newly elected
directors will have until the fifth anniversary thfeir election to satisfy the ownership requiremétitof our directors have either satisfied the
ownership requirement or have additional time tsdo

Director Compensation for Fiscal 2014

The following table summarizes the compensatioousfnonemployee directors for fiscal 2014. Directors whe also employees did r
receive any compensation for their service as ttires@nd they are therefore omitted from the talMe.reimbursed each of our directors,
including our employee directors, for expensestirazliin connection with attendance at meetingsuofomard and its committees.

Fees Earne
Option

or Paid in Awards All Other
Name Cash ($)(1) $2B) Compensation ($ Total ($)
Michael W. Altschaefl 70,00( 33,237 — 103,23°
Kenneth L. Goodson, J 35,27¢ 33,237 — 68,51:
Tryg C. Jacobso 40,00( 33,23 — 73,231
James D. Lesli 35,27¢ 33,237 — 68,51:
James R. Kackle 80,00( 33,237 — 113,23°
Elizabeth Gamsky Ric 40,00( 33,23} — 73,231
Thomas N. Schuelle 50,00( 33,231 — 83,23
Mark C. Williamson 80,00( 33,237 — 113,23

(1) As permitted under our compensation programmimr-employee directors, the following directorsotdd to receive the following portions
of their fiscal 2014 retainer in shares of our Casnnstock: Michael W. Altschaefl — $43,750 (12,7%a®s); Kenneth L. Goodson, Jr. —
$35,275 (8,513 shares); Tryg C. Jacobson — $1Q,00@6 shares); James D. Leslie -$35,275 (8,51 shand Elizabeth Gamsky Rich.
-$5,000 (2,075) share

(2) Represents the grant date fair value of the@dsvaursuant to ASC Topic 718. Additional inforneatiabout the assumptions that we used
when valuing equity awards is set forth in our AahReport on Form 10-K in the Notes to Consoliddtethncial Statements for our fiscal
year ended March 31, 201

(3) The option awards outstanding as of March 8142or each non-employee director were as folldviis:Altschaefl held options to
purchase 110,462 shares of our Common Stock; Mobh&n help options to purchase 85,259 sharesra@mmon Stock; Mr. Kackley
held options to purchase 175,605 shares of our Gamiock; Ms. Gamsky Rich held options to purcHadg 171 shares of our Common
Stock; Mr. Schueller held options to purchase 106 dhares of our Common Stock; and Mr. Williamseldloptions to purchase 115,754
shares of our Common Stock, Mr. Goodson held optiorpurchase 36,568 shares of our Common StodkivianLeslie held options to
purchase 36,568 shares of our Common Stock. Albogptvest ratably over a thi-year continued board service peri
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatimgarding the beneficial ownership of our Commarcktas of June 12, 2014, by:
» each person (or group of affiliated persons) kntovas to be the beneficial owner of more than 5%wfCommon Stock

» each of our named executive office

» each of our directors; ar

« all of our directors and current executive officassa groug

Beneficial ownership is determined in accordandd wie rules of the SEC and includes any shareswhigh a person exercises sole or
shared voting or investment power. Under thesesyileneficial ownership also includes any sharés asich the individual or entity has the
right to acquire beneficial ownership of within 68ys of June 12, 2014, through the exercise ofaaryant, stock option or other right. Except
as noted by footnote, and subject to community griydaws where applicable, we believe that theedhalders named in the table below have
sole voting and investment power with respect tslzres of Common Stock shown as beneficially @inmethem. Information is based on
21,737,725 shares outstanding as of June 12, 2014.

Except as set forth below, the address of all $tedders listed under “Directors and executive @ff& is c/o Orion Energy Systems, Inc.
2210 Woodland Drive, Manitowoc, WI 54220.

Shares Beneficially Ownec

Number Percentage of Outstandin

Directors and executive officers
John Scribante(? 520,91! 2.4%
Michael J. Potts(2 564,65 2.6%
Scott R. Jensen(: 190,42( *
Marc Meade(4 38,29: *
James R. Kackley(* 396,43¢ 1.8%
Michael W. Altschaefl(6 154,27 *
Kenneth L. Goodson, Jr.( 33,08: *
Tryg C. Jacobson(¢ 86,24! *
James D. Leslie(¢ 36,48: *
Elizabeth G. Rich(10 77,57¢ *
Thomas N. Schueller(1: 83,40t *
Mark C. Williamson(12 107,49: *
All current directors and executive officers as a gup

(12 individuals)(13) 2,289,27 10.5%
Principal shareholders
Ariel Investments, LLC(14 3,631,43 16.7%

* Indicates less than 19
(1) Consists of (i) 93,839 shares of Common Staeked directly; (ii) 23,815 shares of Common Stowked by Garden Villa on 3rd LLP;
(iii) 38,333 shares of Common Stock held in the TM8st; (iv) 5,000 shares of restricted Common Stgesting on June 18, 2014 and
(v) 359,928 shares of Common Stock issuable uppexiercise of options. The number does not incdfi)de80,014 shares of Common
Stock subject to options that will not become eisattale within 60 days of June 12, 2014 and (ii),189 shares of restricted Common
Stock that do not vest within 60 days of June D442
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)

©)

(4)

(%)

(6)

(7)

(8)

©)

(10)

(11)

(12)

(13)

Consists of (i) 452,144 shares of CommonI8t@i) 107,507 shares of Common Stock issuablenupe exercise of options and

(iii) 5,000 shares of restricted Common Stock vastin June 18, 2014. The number does not incly@2(824 shares of Common Stock
subject to options that will not become exercisatithin 60 days of June 12, 2014 and (ii) 68,524rsh of restricted Common Stock that
do not vest within 60 days of June 12, 2C

Consists of (i) 31,396 shares of Common St¢igk156,524 shares of Common Stock issuable uperexercise of options and (iii) 2,500
shares of restricted Common Stock vesting on J8n€a14. The number does not include (i) 37,066eshaf Common Stock subject to
options that will not become exercisable withind&ys of June 12, 2014 and (ii) 53,186 shares t¢ficteesd Common Stock that do not
vest within 60 days of June 12, 20

Consists of (i) 7,292 shares of Common Sauk (i) 31,000 shares of Common Stock issuablen tipe exercise of options. The number
does not include (i) 39,000 shares of Common Sgoitlect to options that will not become exercisatitbin 60 days of June 12, 2014
and (ii) 29,798 shares of restricted Common Sthek do not vest within 60 days of June 12, 2!

Consists of (i) 207,976 shares of CommonI§t6D 133,462 shares of Common Stock issuablenupe exercise of options; and

(i) 55,000 shares of Common Stock beneficiallynea by Mr. Kackley’s grandchildren. The number doesinclude (i) 42,143 shares
of Common Stock subject to options that will notdmme exercisable within 60 days of June 12, 20D¥(#n10,715 shares of restricted
Common Stock that do not vest within 60 days oeJi, 2014

Consists of (i) 77,076 shares of Common Staokl (ii) 77,201 shares of Common Stock issuaptsuhe exercise of options. The
number does not include (i) 33,261 shares of Com8tonk subject to options that will not become eisable within 60 days of June :
2014 and (ii) 10,715 shares of restricted CommaclSthat do not vest within 60 days of June 1242

Consists of (i) 20,894 shares of Common Staokl (ii) 12,189 shares of Common Stock issuaptsuhe exercise of options. The
number does not include (i) 24,379 shares of Com8tonk subject to options that will not become eigable within 60 days of June :
2014 and (ii) 10,715 shares of restricted CommaciSthat do not vest within 60 days of June 1242

Consists of (i) 41,596 shares of Common Staok (ii) 44,649 shares of Common Stock issuaptuhe exercise of options. The
number does not include (i) 40,610 shares of Com8tonk subject to options that will not become eisable within 60 days of June :
2014 and (ii) 10,715 shares of restricted CommaeiSthat do not vest within 60 days of June 1242

Consists of (i) 24,294 shares of Common Staoki (ii) 12,189 shares of Common Stock issuaptuhe exercise of options. The
number does not include (i) 24,379 shares of Com8tonk subject to options that will not become eisable within 60 days of June :
2014 and (ii) 10,715 shares of restricted CommaelSthat do not vest within 60 days of June 1242

Consists of (i) 5,666 shares of Common Steuk @) 71,910 shares of Common Stock issuable uperexercise of options. The number
does not include (i) 33,261 shares of Common Ssgoitlect to options that will not become exercisatitbin 60 days of June 12, 2014
and (ii) 10,715 shares of restricted Common Sthek do not vest within 60 days of June 12, 2(

Consists of (i) 11,496 shares of Common Stwll in an IRA and (ii) 71,910 shares of Commorcktssuable upon the exercise of
options. The number does not include (i) 33,26eshaf Common Stock subject to options that will Ilecome exercisable within 60
days of June 12, 2014 and (ii) 10,715 shares ¢fict=d Common Stock that do not vest within 60glafyJune 12, 201

Consists of (i) 25,000 shares of Common Styuk (i) 82,493 shares of Common Stock issuablen iipe exercise of options. The
number does not include (i) 22,678 shares of Com8tonk subject to options that will not become eisable within 60 days of June :
2014 and (ii) 10,715 shares of restricted CommaciSthat do not vest within 60 days of June 1242

Includes 1,160,962 shares of Common Stoclalgswpon the exercise of options and 12,500 slvdinestricted Common Stock. The
number does not include (i) 542,376 shares of Com8tock subject to options that will not becomereisable within 60 days of
June 12,2014 and (ii) 376,396 shares of restriCmamon Stock that do not vest within 60 days okeJu, 2014
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(14)The address of Ariel Investments, LLC, which weereb as “Ariel,”is 200 E. Randolph Drive, Suite 2900, Chicagondiis 60601. Othe
than share ownership percentage information, thoerimation set forth is as of December 31, 2013epsrted by Ariel in its Amendment
No. 3 to Schedule 13G filed with us and the SEGelAras sole voting power as to 2,335,240 shardssale dispositive power ov
3,631,431 share

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act 04183 amended, requires our executive officersctlirs, and persons who beneficially
own more than ten percent of our common stock,arosplue per share (which we refer to as our “Comi@tock”), to file initial statements of
beneficial ownership (Form 3), and statements ahges in beneficial ownership (Forms 4 or 5) of @ammon Stock with the SEC. The SEC
requires executive officers, directors and gretiten ten percent shareholders to furnish us wihesoof all these forms filed with the SEC.

To our knowledge, based solely upon our revievwhefdopies of these forms received by us, or writtgmesentations from certain
reporting persons that no additional forms weraiiregl for those persons, we believe that all ofexecutive officers and directors complied
with their reporting obligations during fiscal 2QJlekcept that each of Messrs. Scribante, Pottslansgen inadvertently did not file a Form 4
within two business days following the receipt béges of our restricted stock on May 28, 2013.

Policies and Procedures Governing Related Person ansactions

Our policy is to enter into transactions with rethpersons on terms that, on the whole, are nddessable to us than those available
from unaffiliated third parties. Our board of dites has adopted written policies and procedurgarding related person transactions. For
purposes of these policies and procedures:

» a‘related person” means any of our directors, etiee officers, nominees for director, holder of ®%more of our Common Stock or
any of their immediate family members; ¢

» a‘related person transaction” generally is a @atisn (including any indebtedness or a guarant@edebtedness) in which we were
or are to be a participant and the amount involserkeds $120,000, and in which a related persomhaill have a direct or indirect
material interest

Each of our executive officers, directors or noreméor director is required to disclose to our aadd finance committee certain
information relating to related person transactifamgeview, approval or ratification by our auditd finance committee. In making a
determination about approval or ratification okeated person transaction, our audit and financenuittee will consider the information
provided regarding the related person transactiohvehether consummation of the transaction is betldy the committee to be in our best
interests. Our audit and finance committee may tadceaccount the effect of a director’s relatedspa transaction on the directostatus as ¢
independent member of our board of directors aigibélty to serve on committees of our board un8&cC rules and the listing standards of
the NYSE MKT. Any related person transaction muestisclosed to our full board of directors.

Related Person Transactions
We had no related person transactions that occunriéstal year 2014.
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AUDIT AND FINANCE COMMITTEE MATTERS

Report of the Audit and Finance Committee

The information contained in this report shall et deemed to be “soliciting material” or “filed” oincorporated by reference in future
filings with the SEC, or subject to the liabilitieESection 18 of the Securities Exchange Act 88,18s amended (t"Exchange Act”), except
to the extent that we specifically incorporateyitreference into a document filed under the Seiesrict of 1933, as amended, or the Exch:
Act.

Our audit and finance committee has adopted ceptairapproval categories for each fiscal year. luagegories relate to auditor
assistance with periodic filings with the SEC, andassistance with board approved capital raisindebt financing, auditor assistance with
board approved acquisitions, auditor assistande dvie diligence, required responses to SEC comlattets, and auditor assistance with
routine tax matters.

We, the members of the audit and finance commitegresent the following:

1. As required by our charter, we reviewed the camyfs financial statements for the fiscal year 2@fhd met with management, as
well as representatives of BDO USA, LLP, the compmindependent registered public accounting fimhiCh we refer to as “BDO™jor
fiscal year 2014, to discuss the financial statesen

2. We also discussed with members of BDO the nsatezquired to be discussed by the Statement ontiAgdbtandards 61,
Communications with Audit Committeess amended.

3. In addition, we received the written disclosumed the letter from BDO required by applicableuisements of the Public
Company Accounting Oversight Board regarding BD&@mmunications with the audit and finance committeecerning independence,
and discussed with members of BDO their indepenglfnaen management and the company.

4. Based on these discussions, the financial stateraview and other matters we deemed relevantee@mmended to the
company’s board of directors that the company’staddinancial statements for the fiscal year 206&4ncluded in the comparsy/Annua
Report on Form 10-K for the year ended March 31420

Respectfully submitted by the audit and finance mittee:

Michael W. Altschaefl, Chair
Kenneth L. Goodson, Jr.
James R. Kackley

Thomas N. Schueller

Mark C. Williamson

Principal Accountant Services and Fees

BDO serves as our independent registered publiouating firm. Representatives of BDO are expecteloet present at our annual
meeting. They will have the opportunity to makdatement if they so desire and to respond to apjatepguestions.

The following table presents fees billed by BDO fioofessional services rendered for the audit ofasumual financial statements for
fiscal 2014 and fiscal 2013 and fees billed foreotbervices rendered during fiscal 2014 and fi26aB:

Fiscal 201« Fiscal 2012
Audit fees(1) $407,90t $317,42!
Audit-related fees(2 170,77: —
All other(3) — 11,70¢
Total fees $578,67 $329,13(
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(1) Represents the aggregate fees billed for ttegyiated audit of our fiscal 2014 and 2013 finanstatements, respectively, review of
quarterly financial statements and attendancedit aommittee meetings and shareholder meeti

(2) Represents with respect to fiscal 2014, the agteefigas related to the acquisition of Har

(3) Represents, with respect to fiscal 2013, thyregate fees for work on the SEC investigationteeldo our solar revenue recognition
restatement

Audit Committee Pre-Approval Policy

The audit and finance committee, in accordance itgtbharter, must pre-approve all non-audit s&wigrovided by our independent
registered public accountants. The audit and fiaamnmittee generally pre-approves specified sesvic the defined categories of audit
services, audit related services and tax servipde gpecified amounts. Pre-approval may also engas part of our audit and finance
committee’s approval of the scope of the engagewiethie independent registered public accountants@n individual, explicit case-by-case
basis before the independent auditor is engagptbtade each service.

The audit and finance committee has consideredhehée provision of the services not related eahdit of the financial statements
acknowledged in the table above was compatible maimtaining the independence of BDO and is ofgpi@ion that the provision of these
services was compatible with maintaining BDO'’s ipeledence.
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PROPOSAL THREE:
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOU NTING FIRM

Our audit and finance committee has selected BD@,W&P (which we refer to as “BDO”) to be our indapdent registered public
accounting firm for our fiscal year 2015. In selegtBDO to be our independent registered publioanting firm for the fiscal year 2015, our
audit and finance committee considered the refuwlts its review of BDO’s independence, includinpdil relationships between BDO and our
company and any disclosed relationships or sertiwsnay impact BDO's objectivity and independer{tgBDO’s performance and
qualification as an independent registered puldéoanting firm; and (iii) the fact that the BDO egement audit partner is rotated on a regule
basis as required by applicable laws and regulsation

Our audit and finance committee charter does ropiire that our shareholders ratify the selectioBDD as our independent registered
public accounting firm. We are doing so becausdalive it is a matter of good corporate governareetice. If our shareholders do not
ratify the selection, our audit and finance comeatinay reconsider whether to retain BDO, butmsidly retain the firm. Even if the selection is
ratified, our audit and finance committee, in itscdetion, may change the appointment at any tiorend the year if it determines that such a
change would be in the best interests of us andlwareholders.

RECOMMENDATION OF THE BOARD: The board recommends a vote for the approval of the ratification of BDO USA, LLP as
our independent registered public accounting firm ér our fiscal year 2015.

ANNUAL REPORT ON FORM 10-K

We will provide without charge to each person tmwha copy of this proxy statement has been deliyangon written or oral request, a
copy of our Annual Report on Form 10-K for our fisgear ended March 31, 2014. Requests should ke mmaour board secretary at our
principal executive offices located at 2210 Woodl@rive, Manitowoc, Wisconsin 54220; telephone nem800) 660-9340.

SHAREHOLDER PROPOSALS

We did not receive any shareholder proposals fdugion in this year’s proxy statement. All shareleo proposals pursuant to Rule 18la-
under the Securities Exchange Act of 1934 (“Rula-82) for presentation at our 2015 annual meetihghareholders must be received at our
offices located at 2210 Woodland Drive, Manitowdéisconsin 54220, by February 24, 2015, for inclasioour proxy statement for our 2014
annual meeting.

A shareholder who intends to present businessy ttha a shareholder proposal pursuant to RuleBl4a-nominate a director at our
2015 annual meeting must comply with the requiressat forth in our bylaws. Among other thingshareholder must give written notice to
our board secretary on or before December 31, 201dss our 2015 annual meeting is on or after Ma015, in which case notice must be
received not later than the close of business em#y which is determined by adding to DecembefB14 the number of days starting with
May 1, 2015 and ending on the date of the 2014 @meeting. By way of example, if our 2015 annuakting takes place on August 6, 2015,
then such notice to be timely must be receivedatet than the close of business on April 8, 2015.

If the notice is not timely received in accordamdth the foregoing, then we are not required tespret such proposal at the 2015 annual
meeting because the notice will be considered waiyinif our board of directors chooses to presanhsa shareholder proposal submitted aftel
its due date at the 2015 annual meeting, thendhsops named in proxies solicited by our boardrefictbrs for the 2015 annual meeting may
exercise discretionary voting power with respecuoh proposal.

36



SHAREHOLDER COMMUNICATIONS WITH THE BOARD OF DIRECT ORS

Shareholders who wish to communicate with our beandith particular directors may send correspoicéein our board secretary at
Orion Energy Systems, Inc., 2210 Woodland Drivenfavoc, Wisconsin 54220. Our board secretary foitlvard all appropriate
communications to our board or to particular divegias directed or as appropriate. Shareholdersafsaycommunicate directly with non-
management directors of our board by directing cominations to Orion Energy Systems, Inc., 2210 Waadi Drive, Manitowoc, Wisconsin
54220, Attn: Chairman of the Board.

MAILINGS TO HOUSEHOLDS

To reduce duplicate mailings, we are now sendirlg one copy of any proxy statement or annual refmnhultiple shareholders sharing
an address unless we receive contrary instrucfions one or more of the shareholders. upon writégruest, we will promptly deliver a
separate copy of any annual report or proxy stateémoea shareholder at a shared address.

If you wish to receive separate copies of eachystatement and annual report please notify usiiyng or calling our board secretary
at 2210 Woodland Drive, Manitowoc, Wisconsin 54220ephone number (800) 660-9340. If you are reagiduplicate mailings, you may
authorize us to discontinue mailings of multiplexy statements and annual reports. To discontinpéicate mailings, notify us by writing or
calling our board secretary.

PROXY SOLICITATION

We will bear the costs of solicitation of proxies bur annual meeting. In addition to solicitattmnmail, directors, officers and our
regular employees may solicit proxies from sharééd by telephone, telegram, in person or otherwikese directors, officers and employee:
will not receive additional compensation, but mayreimbursed for out-of-pocket expenses in conaratiith the solicitation. Brokers,
nominees, fiduciaries, and other custodians whaeaqaested to forward soliciting material to thedficial owners of our Common Stock held
of record by them will be reimbursed for their r@aable expenses.

YOUR VOTE IS IMPORTANT.

THE PROMPT RETURN OF PROXIES WILL SAVE OUR COMPANY THE EXPENSE OF FURTHER REQUESTS FOR
PROXIES. PLEASE PROMPTLY MARK, SIGN, DATE AND RETUR N THE ENCLOSED PROXY IN THE ENCLOSED
ENVELOPE.
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- + Shareowner Services
( OR_[ON P.O. Box 64945
sennises St Paul, MN 5516094

Vote by Internet, Telephone or Mail
24 Hours a Day, 7 Days a Week

Your phone or Internet vote authorizes the namedies to
vote your shares in the same manner as if you rdagkgnec
and returned your proxy card.

;:]_ INTERNET/MOBILE -
== www.proxypush.com/oes

Use the Internet to vote your proxy until
12:00 p.m. (CT) on August 5, 201

!E'I PHONE - 1-86€-882-3382

Use a touch-tone telephone to vote your proxy until
12:00 p.m. (CT) on August 5, 201

=+, MAIL —Mark, sign and date your proxy card and re
it in the postag-paid envelope provide:

If you vote your proxy by Internet or by Telephone,you
do NOT need to mail back your Proxy Card.

{ Please detach heré

[ The Board of Directors Recommends a Vote FOR Items, 2 and 3. T
1. Election of directors: 01 John H. Scribante 03 Kenneth L. Goodson, Jr. O Vote FOR O Vote WITHHELD
02 Michael J. Potts 04 Elizabeth Gamsky Rich all nominees from all nominee:

(except as marke

(Instructions: To withhold authority to vote for any indicated nominee, write the
number(s) of the nominee(s) in the box provided tthe right.)

2. Advisory vote on the approval of the compensatibthe Company’s named O For O O  Abstain
executive officers as disclosed in the proxy statetn Against

3. Ratification of BDO USA, LLP to serve as the Comyparindependent registered [  For O O  Abstain
public accounting firm for fiscal year 201 Against

4. On such other matters that may properly come baf@@nnual meeting in accordance with the begmaht of the persons namrr
as proxies

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED OR, IF NO DIRECTION IS GIVEN,
WILL BE VOTED FOR THE FOUR DIRECTOR NOMINEES INDICATED ABOVE AND FOR _ITEMS 2 AND 3. IT WILL
ALSO BE VOTED IN ACCORDANCE WITH THE BEST JUDGMENT OF THE PROXIES NAMED HEREIN ON ANY
OTHER MATTERS THAT MAY PROPERLY COME BEFORE THE ANN UAL MEETING.

Address Change? Mark box, sign, and indicate ctahg®w: [ Date

Signature(s) in Bo:

Please sign name(s) exactly as shown at left.
When signing as executor, administrator,
trustee or guardian, give full title as such;
when shares have been issued in names of
two or more persons, all should si
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CORION

ORION ENERGY SYSTEMS, INC.
ANNUAL MEETING OF SHAREHOLDERS

Wednesday, August 6, 2014
1:00 p.m. (Local Time)

Live Meeting Webcast available through our websitewww.oesx.com.

U.S. Bank Center — 40th Floor
777 East Wisconsin Avenue
Milwaukee, Wisconsin 53202

ORION ENERGY SYSTEMS, INC.
2210 Woodland Drive
Manitowoc, Wisconsin 54220

proxy

This proxy is solicited by the Board of Directors or use at the Annual Meeting on August 6, 2014.

The undersigned hereby appoints John H. ScribartéSaott R. Jensen, and each of them, proxiesfulithower of substitution to vote all
shares of Common Stock of Orion Energy Systems,dhiecord in the name of the undersigned at khgecof business on June 12, 2014 a
Annual Meeting of Shareholders of Orion Energy 8ys, Inc. to be held on August 6, 2014, or at ajguanment or postponement thereof.

| further acknowledge receipt of the Notice of thenual Meeting, the Proxy Statement and the AnRegort on Form 10-K, and | hereby
revoke any other proxy | may have executed prelydias the 2014 Annual Meeting of Shareholders.

See reverse for voting instructiol



