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Lime Energy Co.

4 Gateway Center, 4th Floor
100 Mulberry Street
Newark, NJ 07102

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD JANUARY 31, 2017

NOTICE IS HEREBY GIVEN that a Special Meeting of Stockholders (the "Special Meeting") of Lime Energy Co., a Delaware
corporation (the "Company"), will be held at the Company's headquarters at 4 Gateway Center, 4" Floor, 100 Mulberry Street, Newark, NJ on
January 31, 2017 at 9:00 a.m., local time, for the following purposes:

To consider and vote upon proposals to amend the Company's Certificate of Incorporation to effect, alternatively, as
determined by the Company's Board of Directors in its discretion, one of three reverse stock splits  1-for-300, 1-for-500, or
1-for-1000  of the shares of the Company's common stock, par value $.0001 per share (the "Common Stock") which, if
approved and implemented, would enable the Company to suspend its periodic reporting obligations under the Securities
Exchange Act of 1934, as amended, and thereby eliminate many of the expenses associated with being subject to reporting
obligations of the Securities and Exchange Commission. A copy of the proposed alternative amendments to the Certificate of
Incorporation for the reverse stock split is attached as Annex A-1 to the accompanying proxy statement.

To consider and vote upon a proposal to amend the Company's Certificate of Incorporation to effect a forward stock split of
the Common Stock immediately following the reverse stock split of the Common Stock, at a ratio that is reciprocal to the
ratio ultimately selected by the Board for the reverse stock split. A copy of the proposed amendment to the Certificate of
Incorporation for the forward stock split is attached as Annex A-2 to the accompanying proxy statement.
As a result of these proposed amendments, (a) each stockholder of record owning fewer than a minimum
number of shares (300, 500, or 1000) immediately prior to the effective time of the reverse stock split
will receive at least $2.49 in cash (subject to any applicable U.S. federal, state and local withholding
tax), without interest, per pre-split share, and (b) each stockholder of record owning at least a minimum
number of shares (300, 500, or 1000) immediately prior to the effective time of the reverse stock split
will continue to hold the same number of shares of Common Stock after completion of the
reverse/forward stock split. Although both the reverse stock split and the forward stock split will be
voted on separately, the Company will not implement either the reverse stock split or the forward stock
split unless both are approved by the Company's stockholders and the Board gives final approval to
implement them.

You can vote at the Special Meeting in person or by proxy if you were a stockholder of record at the close of business on December 20,
2016.

You are cordially invited to attend the Special Meeting in person. To ensure that your vote is counted at the meeting, however, please
vote as promptly as possible. Submitting your proxy now will
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not prevent you from voting your shares at the meeting if you desire to do so, as your vote by proxy is revocable at your option in the manner
described in the proxy statement.

By Order of the Board of Directors,

Bruce D. Torkelson

Chief Financial Officer and Corporate Secretary
Newark, New Jersey
January [e], 2017
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IMPORTANT: Please fill in, date, sign and return the enclosed proxy card in the return-addressed envelope to ensure that your
shares are represented at the Special Meeting. If you attend the Special Meeting, you may vote in person, if you wish to do so, even
though you have previously voted.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED THE TRANSACTIONS DESCRIBED HEREIN, PASSED UPON THE MERITS OR FAIRNESS OF THE
PROPOSED TRANSACTIONS OR PASSED UPON THE ADEQUACY OR ACCURACY OF THE INFORMATION CONTAINED IN THE
PROXY STATEMENT OR RELATED SCHEDULE 13E-3. ANY REPRESENTATION TO THE CONTRARY IS UNLAWFUL AND A
CRIMINAL OFFENSE. NO PERSON IS AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATION NOT
CONTAINED IN THE PROXY STATEMENT OR RELATED SCHEDULE 13E-3, AND IF GIVEN OR MADE, SUCH INFORMATION OR
REPRESENTATION SHOULD NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY US.

IMPORTANT NOTICE REGARDING THE AVAILABILITY
OF PROXY MATERIALS FOR THE SPECIAL MEETING
OF STOCKHOLDERS TO BE HELD ON JANUARY 31, 2017

This notice of meeting, the proxy statement and the related Schedule 13E-3, and the proxy card are available electronically at
WWW.proxyvote.com.
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LIME ENERGY CO.
4 Gateway Center, 4th Floor, 100 Mulberry Street
Newark, NJ 07102

PROXY STATEMENT
FOR
SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON JANUARY 31, 2017

#*+*PRELIMINARY COPY ##%*

INTRODUCTION

This proxy statement is being furnished to stockholders by the Board of Directors (the "Board") of Lime Energy Co., a Delaware
corporation (the "Company"), in connection with the solicitation of proxies for use at a special meeting of stockholders of the Company (the
"Special Meeting") to be held at the Company's headquarters at 4 Gateway Center, 4th Floor, 100 Mulberry Street, Newark, NJ on January 31,
2017 at 9:00 a.m., local time, for the following purposes:

To consider and vote upon proposals to amend the Company's Certificate of Incorporation to effect, alternatively, as
determined by the Board in its discretion, one of three reverse stock splits  1-for-300, 1-for-500, or 1-for-1000 ("Reverse
Stock Split") of the shares of the Company's common stock, par value $.0001 per share (the "Common Stock") which, if
approved and implemented, would enable the Company to suspend its periodic reporting obligations under the Securities
Exchange Act of 1934, as amended (the "Exchange Act"), and thereby eliminate many of the expenses associated with being
subject to reporting obligations of the Securities and Exchange Commission (the "SEC"), by terminating the registration of
the Common Stock under the Exchange Act. A copy of the proposed amendment to the Certificate of Incorporation for the
reverse stock split is attached as Annex A-1 to this proxy statement.

To consider and vote upon a proposal to amend the Company's Certificate of Incorporation to effect a forward stock split of
the Common Stock immediately following the Reverse Stock Split, at a ratio that is reciprocal to the ratio ultimately selected
by the Board for the Reverse Stock Split (the "Forward Stock Split" and, together with the Reverse Stock Split, the
"Reverse/Forward Stock Split"). A copy of the proposed amendment to the Certificate of Incorporation for the Forward
Stock Split is attached as Annex A-2 to this proxy statement.

As a result of these proposed amendments, (a) each stockholder of record owning fewer than a minimum number of shares
(300, 500, or 1000) immediately prior to the effective time of the Reverse Stock Split will receive at least $2.49 in cash
(subject to any applicable U.S. federal, state and local withholding tax), without interest, per pre-split share, and (b) each
stockholder of record owning at least a minimum number of shares (300, 500, or 1000) immediately prior to the effective
time of the Reverse Stock Split will continue to hold the same number of shares of Common Stock after completion of the
Reverse/Forward Stock Split. Although both the Reverse Stock Split and the Forward Stock Split will be voted on
separately, the Company will not implement either the Reverse Stock Split or the Forward Stock Split unless both are
approved by the Company's stockholders.

The Board has fixed December 20, 2016 as the record date for the Special Meeting. It is anticipated that the proxy statement and the proxy card
will first be made available to stockholders on or about January [e], 2017.
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SUMMARY OF THE TERMS OF THE REVERSE/FORWARD STOCK SPLIT

The following is a summary of the material terms of proposed amendments to the Company's Certificate of Incorporation effecting a
reverse/forward stock split of the outstanding shares of the Company's Common Stock. The purpose of the reverse/forward stock split is to
reduce the number of record holders of the Common Stock, so as to allow the Company to terminate registration of the Common Stock under
Section 12(g) of the Exchange Act. Terminating such registration will allow the Company to suspend its reporting obligations under the
Exchange Act. Accordingly, the proposed reverse/forward stock split constitutes a "going private" transaction within the meaning of Rule 13e-3
of the Exchange Act. The Board is proposing this course of action in response to a determination by The Nasdaq Stock Market to suspend
trading in the Company's Common Stock on The Nasdaq Capital Market, as a result of the Company's failure to meet certain quantitative
standards for continued listing. The Common Stock ceased trading on Nasdaq effective at market open on August 31, 2016. On November 10,
2016, Nasdagq filed a Form 25 to delist the Common Stock. The Form 25 became effective, and the Common Stock was delisted, on
November 20, 2016. In light of Nasdaq's determination to delist the Common Stock, the Board has determined that the costs of reporting and
compliance under the Exchange Act exceed the benefits of such reporting and compliance to the Company and its stockholders. Accordingly, the
Board recommends that the Company's stockholders approve each of the proposals described in this proxy statement for consideration at the
special meeting.

For a more detailed description of the terms of the proposed transactions, please read the entire proxy statement and each of the
documents attached as annexes to this proxy statement and the related Schedule 13E-3 carefully.

The Board has authorized, subject to stockholder approval and subsequent final approval by the Board, amendments to the
Company's Certificate of Incorporation, to effect one of the following three alternative stock splits:

)]

a 1-for-300 reverse stock split followed immediately by a 300-for-1 forward stock split of the Common Stock
@3]

a 1-for-500 reverse stock split followed immediately by a 500-for-1 forward stock split of the Common Stock
3)

a 1-for-1000 reverse stock split followed immediately by a 1000-for-1 forward stock split of the Common Stock.

In this document, the term "Minimum Number" means: 300, if the 1-for-300 reverse split is implemented; 500, if the
1-for-500 reverse split is implemented; and 1000, if the 1-for-1000 reverse split is implemented.

The Reverse Stock Split would cause each of the stockholders owning of record fewer than the Minimum Number of shares
of Common Stock immediately before the Reverse Stock Split (sometimes referred to as the "Cashed-Out Stockholders") to

have a fractional share of less than one whole share after giving effect to the Reverse Stock Split.

The Company does not intend to issue any fractional shares in the Reverse Stock Split. Rather, instead of being issued
fractional shares, each Cashed-Out Stockholder will receive a cash payment for such stockholder's fractional interests
resulting from the Reverse Stock Split. The Board has determined to pay each Cashed-Out Stockholder at least two dollars
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and forty-nine cents ($2.49) for each share of Common Stock held of record by the Cashed-Out Stockholder immediately
before the Reverse Stock Split.

Stockholders who hold of record more than the Minimum Number of shares of Common Stock before the Reverse Stock
Split will not be cashed-out. Cash consideration will only be paid for the fractional interests of the Cashed-Out Stockholders.

If the proposed amendments are approved by the Company's stockholders and implemented at the direction of the Board, the
Company expects to have fewer than 300 stockholders of record of the Common Stock, which would make the Company
eligible to deregister the shares of Common Stock and suspend the Company's reporting obligations under the Exchange
Act. Any such deregistration would be in the Board's sole discretion and would not require the approval of the Company's

stockholders.

The proposed transaction will not affect the shares of Series C Convertible Preferred Stock, all of which are held by Bison
Capital Partners IV, L.P.

See the information under the captions "Special Factors Purposes of and Reasons for the Reverse/Forward Stock Split," "Special
Factors  Effects of the Reverse/Forward Stock Split," and "Special Factors Fairness of the Reverse/Forward Stock Split" in this proxy statement.
QUESTIONS AND ANSWERS ABOUT THE REVERSE/FORWARD STOCK SPLIT

The following questions and answers are intended to provide additional or clarifying information with respect to the Reverse/Forward
Stock Split. This Q&A may not include all the information that may be important or relevant to the particular circumstances of a stockholder.
Please read the entire proxy statement carefully.

What are some of the advantages of the Reverse/Forward Stock Split?

The Company will be able to terminate the registration of the Common Stock under the Exchange Act, which will eliminate
the significant tangible and intangible costs of being a reporting company under the Exchange Act (a "reporting company").

The Company estimates annual tangible cost savings in the range of $825,000 to $1,000,000.

Management will not have the burdens associated with the reporting and compliance requirements of a reporting company
and will be able to devote more time to the operations of the Company and the efforts to return the Company to profitability.

Stockholders holding less than the Minimum Number of shares will be able to liquidate their position at a premium to the
current market price without paying any brokerage fees, commissions, or transaction costs, which may be significant in
relation to the market value of such stockholders' holdings.

See also information under the caption "Special Factors Purposes of and Reasons for the Reverse/Forward Stock Split" in this proxy
statement.

What are some of the disadvantages of the Reverse/Forward Stock Split?

Stockholders owning fewer than the Minimum Number of shares of Common Stock will not have an opportunity to liquidate
their shares at a time and for a price of their

10
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choosing; instead, such stockholders will be cashed-out, will no longer be stockholders of the Company and will not have
the opportunity to participate in or benefit from any future appreciation in the Company's value.

Stockholders holding Common Stock following the Reverse/Forward Stock Split may no longer have the same level of
information as currently provided in the Company's filings with the SEC pursuant to the Exchange Act and the
Sarbanes-Oxley Act of 2002 (the "Sarbanes-Oxley Act"), regarding such matters as the Company's business operations and
developments, legal proceedings involving the Company, the Company's financial results, the compensation of the
Company's directors and executive officers, and Company securities held by the Company's directors, executive officers and

major stockholders.

Stockholders will no longer have the protections provided by the liability provisions of the Exchange Act and the
Sarbanes-Oxley Act applicable to the Company and the Company's directors, officers and major stockholders, including the
short-swing profit provisions of Section 16, the proxy solicitation rules under Section 14 and the stock ownership reporting

rules under Section 13.

The trading volume of the Common Stock may decline and it may be more difficult for stockholders to buy or sell shares of
Common Stock.

See also information under the captions "Special Factors ~Effects of the Reverse/Forward Stock Split," and "Special Factors Fairness of
the Reverse/Forward Stock Split" in this proxy statement.

What are some of the factors that the Board considered in approving the Reverse/Forward Stock Split?

In light of Nasdaq's decision to delist the Company's Common Stock, the Board decided to engage in a review process to
examine whether it was reasonable for the Company to continue to incur the significant costs and expenses associated with
being a reporting company. The initial consensus of the Board was that the Company did not appear to reap much benefit
from being a reporting company and as such it was reasonable for the Board to consider deregistering the Common Stock

and suspending the Company's reporting obligations under the Exchange Act.

The Board appointed an Ad-Hoc Committee of directors (Andreas Hildebrand, Christopher Capps, and C. Adam Procell)
with a mission to explore and evaluate potential transactions that would allow the Company to have fewer than 300
stockholders of record of the Common Stock, which would enable the Company to terminate the Common Stock's

registration under the Exchange Act.

The Ad-Hoc Committee engaged in several informal discussions, and formally met three times. During its review process
leading to its recommendations, the Ad-Hoc Committee considered, among other things:

)]

pros and cons of the proposed Reverse/Forward Stock Split and subsequent deregistration;
@3]

alternatives to the proposed transactions;
3)

estimated cost savings to be achieved by deregistration;

12
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estimated transaction costs associated with the proposed Reverse/Forward Stock Split and subsequent
deregistration;
&)
different potential split ratios;
(0)
method of determining the fair value to be paid for the fractional interests of the Cashed-Out Stockholders;
@)
trading volumes, liquidity and price history of the Common Stock; and
(®)

other factors relating to fairness of the proposed transactions.

The Ad-Hoc Committee and the Board deliberated on the manner of determining the fair value for the fractional interests of
the Cashed-Out Stockholders. That evaluation included consideration of the trading history and price data for the Company's

Common Stock.

Most of the Company's stockholders hold, in aggregate, a small percentage of the outstanding Common Stock (as of
December 20, 2016, 467 stockholders of record, or 51.7%, held only a single share and 650 stockholders of record, or

71.9%, held less than 10 shares).

Only a small percentage of the Company's outstanding Common Stock is being cashed-out.

Stockholders that wish to become Cashed-Out Stockholders but currently hold at least the Minimum Number of Common
Stock can sell part of their holdings in order to get below the Minimum Number and thereby have their remaining shares
cashed-out after the Reverse Stock Split. Similarly, if stockholders currently have less than the Minimum Number of shares
of Common Stock and do not wish to become Cashed-Out Stockholders they can purchase additional shares so that they
hold at least the Minimum Number of shares of Common Stock immediately before the Reverse Stock Split.

See also information under the captions "Special Factors Fairness of the Reverse/Forward Stock Split," and "Special Factors
Background of the Reverse/Forward Stock Split; Deliberations of the Board and the Ad-Hoc Committee" in this proxy statement.

What are the interests of directors and executive officers of the Company in the Reverse/Forward Stock Split?

The Company's directors and officers do not have any particular interest in the Reverse/Forward Stock Split. Mr. Hildebrand and
Mr. Macdonald are affiliates of Bison Capital Partners IV, L.P, an entity that owns 30.1%, on an as-converted basis, of the Company's issued
and outstanding shares of Common Stock. Mr. Capps, a member of the Board, is the son-in-law of the late Richard Kiphart. The estate of
Mr. Kiphart, who until his passing was a member of the Company's Board, owns approximately 29.7%, on an as-converted basis, of the
Company's issued and outstanding shares of Common Stock. After the Reverse/Forward Stock Split is effected, such percentage ownership will
be essentially unchanged. Following the Reverse/Forward Stock Split, it is expected that each of the Company's current directors and executive
officers will continue to serve in their current capacity. See also information under the captions "Special Factors Effects of the Reverse/Forward
Stock Split" and "Special Factors Potential Conflicts of Interests of Officers, Directors and Certain Affiliated Persons" in this proxy statement.

4
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What are the principal effects of the Reverse/Forward Stock Split?

Each stockholder owning of record fewer than the Minimum Number of shares of Common Stock immediately prior to the
effective time of the Reverse Stock Split will receive at least $2.49 in cash (subject to any applicable U.S. federal, state and
local withholding tax), without interest, for each pre-split share held by such stockholder. The fractional shares resulting
from the Reverse/Forward Stock Split will be retired and returned to the authorized Common Stock of the Company

available for future issuance.

Each share of Common Stock held by a stockholder of record owning at least the Minimum Number of shares immediately
prior to the effective time of the Reverse Stock Split will continue to represent one share of Common Stock after completion

of the Reverse/Forward Stock Split.

Following the Reverse/Forward Stock Split, the Company expects to have fewer than 300 stockholders of record of the
Common Stock, which will enable the Company to deregister the shares of Common Stock and suspend the Company's
reporting obligations under the Exchange Act.

See "Special Factors Effects of the Reverse/Forward Stock Split."

What is the total cost of the Reverse/Forward Stock Split to the Company?

The Company estimates that it will pay approximately $35,000 to $95,000 to cash out fractional interests. In addition, the Company
anticipates incurring approximately $160,000 to $265,000 in printing and mailing expenses, legal, financial, accounting and other fees and costs
in connection with the Reverse/Forward Stock Split. The Company has the financial resources to complete the Reverse/Forward Stock Split. See
also information under the captions "Special Factors Costs Associated with the Reverse/Forward Stock Split; Sources of Funds" in this proxy
statement.

What was the stock price history of the Common Stock on Nasdaq?

The following is a schedule of the reported high and low closing share price for the Common Stock during the period from January 1,
2014 through August 30, 2016 (the last trading day of the

14
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Common Stock on Nasdaq). These quotations do not include any mark-up, mark-down, commission or other transaction cost and may not
necessarily represent actual transactions:

HIGH LOW

2014
First Quarter $ 392 $ 286
Second Quarter $ 392§ 249
Third Quarter $ 729 $ 204
Fourth Quarter $ 349 $ 214
2015
First Quarter $ 438 $ 239
Second Quarter $ 375 $ 264
Third Quarter $ 385 $ 262
Fourth Quarter $ 348 $ 282
2016
First Quarter $ 344 $ 251
Second Quarter $ 304 $ 188
Third Quarter (through August 30, 2016) $ 253 $ 135

On August 30, 2016, the last day trading on Nasdag, the Common Stock's closing price per share was $1.64, with 145,900 trading
volume. See also information under the caption "Special Factors Fairness of the Reverse/Forward Stock Split  Price Range of Common Stock;
Dividends; Trading Volume" in this proxy statement.

What is the recent stock price history of the Common Stock as quoted on OTCPink?

Since it was suspended from trading on Nasdaq, the Common Stock has been quoted over-the-counter on OTCPink, the lowest market
tier of OTC Markets Group Inc. The highest quote before December 20, 2016 was $2.25 and the lowest quote was $1.30. These quotations do
not include any mark-up, mark-down, commission or other transaction cost and may not necessarily represent actual transactions.

HIGH LOW
2016

Third Quarter (from August 31, 2016) $ 213 $ 130

Fourth Quarter (through December 20, 2016) $ 225 % 1.57
Do Stockholders have any dissenters' rights of appraisal?

Under Delaware law, you are not entitled to dissenter's rights in connection with the Reverse Stock Split. See also the information under
the caption "Special Factors No Appraisal or Dissenters' Rights" in this proxy statement.

6
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SPECIAL FACTORS

Purposes of and Reasons for the Reverse/Forward Stock Split

The purpose of the Reverse/Forward Stock Split is to reduce the number of record holders of the Common Stock and to allow the
Company to terminate the registration of the Common Stock under the Exchange Act. Accordingly, the proposed reverse/forward stock split is a
"going private" transaction under Rule 13E-3 of the Exchange Act.

The Board has decided that the costs of being a reporting company under the Exchange Act ("reporting company") currently outweigh
the benefits and that it is no longer in the Company's best interests or the best interests of the Company's stockholders, including unaffiliated
stockholders, for the Company to remain subject to the reporting requirements of the Exchange Act. Therefore, the Board has unanimously
adopted proposals to effect, subject to stockholder approval, a 1-for-300, 1-for-500, or 1-for-1000 reverse stock split (the "Reverse Stock Split")
of the Common Stock, followed immediately by a reciprocal forward stock split (the "Forward Stock Split" and, together with the Reverse Stock
Split, the "Reverse/Forward Stock Split"). Although both the Reverse Stock Split and the Forward Stock Split will be voted on separately, the
Company will not effect either the Reverse Stock Split or the Forward Stock Split unless both are approved by the Company's stockholders.

The primary effect of the Reverse/Forward Stock split is to cancel the shares of Common Stock held by each record holder that, on the
record date, holds fewer than the "Minimum Number" of such shares. As used in this proxy statement, the term "Minimum Number" means:
300, if the 1-for-300 reverse split is implemented; 500, if the 1-for-500 reverse split is implemented; and 1000, if the 1-for-1000 reverse split is
implemented. In the Reverse Stock Split, a record holder of less than the Minimum Number of shares would receive only fractional shares of the
Common Stock. The Company will not issue any fractional shares as a result of the Reverse Stock Split. Rather, the Company will pay such
holders the fair value of their fractional shares in cash. The Board has determined that the fair value of a share of Common Stock as of
September 14, 2016 is $2.49. Accordingly, each holder of less than the Minimum Number of shares on the record date will receive a cash
payment of at least $2.49 (subject to any applicable U.S. federal, state and local withholding tax), without interest, for each "pre-split" share of
Common Stock held, in lieu of the fractional shares that would otherwise be issuable in the Reverse Stock Split.

Holders of more than the Minimum Number of shares on the record date will NOT receive cash for any fractional shares resulting from
the Reverse Stock Split. Rather, such holders will receive whole shares of Common Stock in the Forward Stock Split. Since the ratio in the
Forward Stock Split will be the reciprocal of the ratio in the Reverse Stock Split (that is, 300-for-1, if the Reverse Stock Split was 1-for-300;
500-for-1, if the Reverse Stock Split was 1-for-500; and 1000-for-1, if the Reverse Stock Split was 1-for-1000), holders of at least the Minimum
Number of shares on the record date will continue to hold the same number of shares of Common Stock after the Reverse/Forward Stock Split as
they did before the Reverse/Forward Stock Split. Only holders of less than the Minimum Number of shares will be cashed-out.

As aresult of the Reverse/Forward Stock Split, the Company expects to have fewer than 300 record holders of the Common Stock,
which will cause the Common Stock to be eligible for termination of registration under the Exchange Act. If after the Reverse/Forward Stock
Split there are fewer than 300 record holders of the Common Stock, the Company intends to file a notice on Form 15 with the SEC to terminate
the Common Stock's registration under Section 12(g) of the Exchange Act. Upon the filing of the Form 15, the Company's obligation to file
periodic and current reports under the Exchange Act will be immediately suspended. Deregistration of the Common Stock will be effective
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90 days after filing of the Form 15. Upon deregistration of the Common Stock, the Company's obligation to comply with the requirements of the
proxy rules and to file proxy statements under Section 14 of the Exchange Act will also be suspended. The Company will not be required to file
periodic and current reports with the SEC in the future unless it subsequently files another registration statement under the Securities Act of
1933, as amended (the "Securities Act"), becomes listed on a national securities exchange, or again has at least 300 record holders of common
shares.

The Forward Stock Split is not necessary for the Company to reduce the number of holders of record of Common Stock and to
deregister the Common Stock under the Exchange Act. However, the Board has decided that it is in the best interests of the Company's
stockholders to effect the Forward Stock Split to mitigate any loss of liquidity in the Common Stock on the over-the-counter market, to facilitate
any over-the-counter trading of shares following the Reverse Stock Split by the Company's continuing stockholders, to avoid the administrative
burden of having fractional interests outstanding, and to permit outstanding derivative securities, such as stock options, to be unaffected by the
Reverse/Forward Stock Split.

In determining whether the number of stockholders of record falls below 300 as a result of the Reverse/Forward Stock Split, the
Company must count stockholders of record in accordance with Rule 12g5-1 under the Exchange Act. Rule 12g5-1 provides, with certain
exceptions, that in determining whether issuers, including the Company, are subject to the registration provisions of the Exchange Act, securities
are considered to be "held of record" by each person who is identified as the owner of such securities on the respective records of security
holders maintained by or on behalf of the issuers. However, institutional custodians such as Cede & Co. and other commercial depositories are
not considered a single holder of record for purposes of these provisions. Rather, each depository's accounts are treated as the record holder of
shares.

The Company's reasons for proposing the transaction include the following:

Alleviate Burden of Regulatory Requirements; Future Cost and Time Savings. The Company believes that it will be able to realize
significant cost savings by eliminating most of the expenses related to the disclosure, reporting and compliance requirements of the Exchange
Act and the Sarbanes-Oxley Act, and other accounting, legal, printing and other miscellaneous costs associated with being a reporting company.

As a reporting company, the Company is currently required to prepare and file with the SEC, among other items, the following:

Quarterly Reports on Form 10-Q;

Annual Reports on Form 10-K;

Proxy statements and annual stockholder reports as required by Regulation 14A under the Exchange Act; and

Current Reports on Form 8-K.
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The Company estimates that the external costs associated with the Company's public reports and other filing obligations, as well as
other external costs relating to reporting company status, comprise a significant overhead expense, made up principally of the following costs:

Fiscal Year Ended 2016 (est.) 2015 2014
Audit & Audit Related Fees $ 456,000 $ 606,410 $ 483,765
Legal Fees 380,000 414,625 460,540
Listing & Filing Fees, Transfer Agent and Annual Meeting Costs 176,000 236,669 174,847
Allocated Internal Salary and Benefit Costs 150,000 150,019 108,673
Directors Compensation and D&O Insurance 342,000 350,388 333,151
Other SEC and Public Reporting Related Costs 290,000 314,500 54,215
Total Public Company Reporting Costs $ 1,794,000 $ 2,072,611 $ 1,615,191

The historical reporting company costs presented above are significant as a percentage of the Company's total administrative expenses.

The Company estimates that the anticipated cost savings from deregistration will be at least $825,000 each year (and potentially
$1,000,000 or more), in current dollars. The Company will incur one-time expenses relating to the Reverse/Forward Stock Split estimated at
$160,000 to $265,000.

In addition, as a non-SEC reporting company, Company management and other employees will no longer be required to spend time
preparing the periodic and other reports required of SEC reporting companies under the Exchange Act, complying with the Sarbanes-Oxley Act,
and managing stockholder relations and communications with respect to numerous record holders, although the Company will continue to be
subject to the general anti-fraud provisions of applicable federal and state securities laws. The Company believes that this time could more
effectively be devoted to operating the Company's business. Additionally, due to the public market's focus on quarterly results, smaller public
companies such as the Company are subject to substantial pressure from analysts to focus on short-term goals, such as quarterly financial results,
often at the expense of longer-term objectives. As a non-SEC reporting company, the Company believes management will have increased
flexibility to devote more time to sustaining long-term growth. The additional cost savings from the termination of the registration of the
Common Stock under the Exchange Act are expected to positively affect the Company's efforts to return the Company to profitability.

No Need for Continued Access to the Public Markets. The Company has not reaped much of the benefits generally associated with
being a publicly held company. Benefits of being publicly held typically include:

access to the public markets for purposes of raising capital;

use of the company's securities as currency for strategic acquisitions;

access to public markets for liquidity purposes for the Company's stockholders; and

the prestige of being an Exchange Act reporting company, which can be helpful in recruiting, attracting and retaining key
officers, directors and staff.

Historically, such potential benefits have not been generally achieved. For example, the Company has generally not been able to raise
capital other than through issuance of convertible debt
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and convertible equity in private transactions, has generally not issued equity securities in acquisitions, and has experienced relatively low
trading volumes for its Common Stock. In addition, the Company's management believes that any prestige enjoyed by the Company from its
reporting status will be substantially offset by the delisting from Nasdaq.

Lack of an Active Trading Market; Liquidity for Small Stockholdings. Historically, the Company has generally experienced very limited
trading volume and liquidity in the Common Stock, even during the period the Common Stock was listed on The Nasdaq Capital Market.
Particularly now that the Common Stock has been de-listed by Nasdaq, the Board believes it is unlikely that, in the foreseeable future, the
Common Stock would achieve significant trading volume in the public marketplace so as to create a significant active and liquid market, even if
the Company were to seek quotation on a higher tier of the over-the-counter market and remain a reporting company. The Reverse/Forward
Stock Split will permit the Company's small stockholders (those holding fewer than the Minimum Number of shares) to liquidate their holdings
in the Company and receive a premium over market prices prevailing at the time of the Company's public announcement of intent to engage in
the Reverse/Forward Stock Split, without incurring brokerage commissions.

Preservation of the Company's Net Operating Loss Carryforwards. The Company has experienced significant losses in the United
States. Under the Internal Revenue Code of 1986, as amended (the "Code") and rules and regulations promulgated by the Internal Revenue
Service, the Company may "carry forward" these losses in certain circumstances to offset any current and future taxable income and thus reduce
federal income tax liability, subject to certain requirements and restrictions. To the extent that the Company's net operating loss carryforwards
("NOLs") do not otherwise become limited, the Company believes that it may be able to utilize a portion of the NOLs to offset future taxable
income. As such, these NOLs could be a substantial asset to the Company. The use of NOLs, however, is not assured and under many
circumstances may be unlikely. For example, if the Company experiences an "ownership change" as defined in Code Section 382, the
Company's ability to use the NOLs could be severely limited.

The Ad Hoc Committee and the Board determined that it would not be in the best interest of the Company and its stockholders to
pursue any transaction that could trigger an ownership change for purposes of Code Section 382 and thus limit the Company's ability to use its
NOLSs to offset any future taxable income.

At December 31, 2015, the Company had NOLs of approximately $140 million, which expire in the years 2018 through 2034. As a
result of Section 382 ownership changes that have occurred at various points in the Company's history, the Company's use of its NOLs will be
significantly limited under certain circumstances. Based on an analysis of ownership changes that occurred prior to 2008, approximately
$30.0 million of the NOLs will expire unused due to Section 382 limitations. For the same periods, the Company also has state NOLs of
approximately $130 million, which unused, will expire at various dates through 2034.

Background of the Reverse/Forward Stock Split; Deliberations of the Board and the Ad-Hoc Committee

On May 20, 2016, the Company received a notice from Nasdaq indicating that the Company was not in compliance with the continued
listing requirements set forth in Nasdaq's Listing Rule 5550(b)(1), which requires companies listed on the Nasdaq Capital Market to maintain a
minimum of $2.5 million in stockholders' equity for continued listing. The notice indicated that the Company also did not meet Nasdaq's
alternatives for market value of listed securities or net income from continuing operations.
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Following receipt of the initial notice from Nasdaq, the Company sought advice from outside counsel and had informal discussions with
a third-party compliance consultant regarding the alternatives available to the Company to regain compliance.

Company management considered the feasibility of various potential transactions for increasing stockholders equity, such as (i) the
issuance of additional Common Stock for cash, (ii) inducing existing holders of preferred stock and/or convertible debt to convert or exchange
such obligations for Common Stock, or (iii) effecting a stock-for-stock business combination with another operating business with substantial
capital surplus. Based on the Company's capital raising efforts during the 2013 to 2016 period, recent informal discussions between Mr. Adam
Procell, the Company's Chief Executive Officer, and potential third-party investors, and the business and investing experience of Company
management and Board members, the Company determined that it would not be feasible to raise stockholders' equity by any such means on
terms acceptable to the Company. In that regard, the Company further determined that the Company's existing holders of preferred stock and/or
convertible debt were not willing to convert or exchange such obligations for Common Stock at this time, that none of the Company's existing
investors was currently interested in making additional common equity investments in the Company, and that any substantial third party
common equity investment if possible at all would in any event be highly dilutive to the Company's existing stockholders on an equity basis.

Two other factors considered by the Company at this time were of particular significance. First, in the judgment of management, the
Company does not currently need to raise additional funds to meet operating expenses. Second, any substantial issuance of additional equity
would likely result in a loss of substantial tax benefits to the Company. See "Special Factors Purposes of and Reasons for the Reverse/Forward
Stock Split  Preservation of the Company's Net Operating Loss Carryforwards" in this proxy statement.

Moreover, the Company determined that a major cause of the Company's deficiency in stockholders equity was loss of revenue
resulting from previously disclosed delays in renewal of two significant direct install utility contracts, including $4.8 million of lost revenue
since the first quarter of 2015 from the New Jersey Board of Public Utilities' Office of Clean Energy and $3.5 million of lost revenue from the
Los Angeles Department of Water and Power ("DWP"). The aggregate shortfall of $8.3 million in revenue represents a $2.5 million shortfall in
gross profit at a 30% gross margin. The Los Angeles DWP renewed its program in March 2016, and by mid-April, the Company had this
program up and running again. New Jersey submitted a request for proposal at the end of May, and the Company submitted a bid on June 17,
2016. Although the Company's New Jersey bid was ultimately successful resulting in the issuance of multi-year direct install contracts for
Bergen, Hudson, Passaic and Sussex counties the Company did not receive notice of such program awards until September 2016.

On July 5, 2016, the Company submitted a plan to Nasdaq, setting forth the steps the Company would take to regain compliance with
Nasdagq's listing requirements. In its plan, the Company noted that its deficiency in stockholders equity was caused by a combination of the
program delays discussed above and non-cash interest and revaluation charges related to the Company's outstanding convertible note and related
non-cash derivative liability. The Company discussed its liquidity position, including $2,376,000 of cash on hand at March 31, 2016 and access
to an undrawn, recently-amended line of credit with Heritage Bank (subject to the waiver or revision of near-term EBITDA covenants), financial
projections prepared solely for the purpose of demonstrating to Nasdaq how and when the company believed it could regain compliance, and
expense-reduction plans. The Company further explained its belief that raising additional equity at this time would be contrary to the best
interests of the Company and its stockholders because of the adverse impact a change in ownership position would have on the value of the
Company's existing NOLs. The Company concluded that its best route to
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satisfying Nasdaq's quantitative listing requirements was to meet the $500,000 of net income from continuing operations standard set forth in
Listing Rule 5550(b)(3). The Company outlined its plan for achieving operating profits in both the third and fourth quarters of 2016 and the full
2017 fiscal year, projecting compliance with Nasdaq listing standards by December 31, 2017.

In addition to preparing a compliance plan, upon receipt of the Nasdaq delinquency notice, Company management began to consider
the various quotation options available to the Company in the event that its Common Stock was delisted from Nasdaq. In that regard, on May 24,
2016, Drinker Biddle & Reath, LLP, the Company's outside legal counsel (sometimes referred to as Drinker Biddle), met telephonically with
Mr. Procell and Mr. Bruce Torkelson, the Company's Chief Financial Officer. Mr. Marc Leaf, a partner with Drinker Biddle, briefed Mr. Procell
and Mr. Torkelson on various alternatives, including: (i) seeking quotation on one of the two restricted tiers operated by OTC Markets
Group Inc., such as OTCQX or OTCQB, both of which require quoted companies to be current in SEC reporting; (ii) quotation on OTCPink, the
open tier of the OTC Markets, which would enable the Company to save money by terminating registration of the Common Stock under the
Exchange Act and suspending its reporting obligations (referred to in this proxy statement as "going dark"); or (iii) pursuing a transaction to take
the Company fully private.

Mr. Leaf noted that, so long as the Company's Common Stock had 300 or more holders of record, and the Company had assets of at
least $10,000,000, the Company was required to register its Common Stock under Section 12(g) of the Exchange Act, and therefore would
remain subject to the reporting and certain other requirements under the Exchange Act, even if the Company's Common Stock were delisted
from Nasdaq. However, if the Common Stock were to be delisted from Nasdaq, and the number of holders of record were reduced below 300,
then the Company could terminate the registration of the Common Stock under the Exchange Act and suspend the Company's reporting
obligations. Mr. Procell, Mr. Torkelson, and Mr. Leaf then discussed the potential pros and cons of going dark, including potential savings in
legal, accounting, printing, mailing, and other expenses, as well as potential savings in management time currently devoted to compliance and
reporting costs. Mr. Procell asked Mr. Torkelson to outline the cost savings that the Company could reasonably anticipate from going dark.
Mr. Procell asked Mr. Leaf to outline the steps involved in deregistration assuming Nasdaq delisted the Common Stock, as well as the various
means that could be used to reduce the number of record stockholders of the Company.

On July 12, 2016, the Company received a letter from the Nasdaq Listing Qualification staff. The letter provided that the staff had
rejected the Company's proposed compliance plan on the grounds that it did not evidence the Company's ability to achieve near term compliance
with Nasdaq's continued listing requirements or sustain such compliance over an extended period of time. The letter further provided that, unless
the Company timely requested a hearing before the Nasdaq Listing Qualifications Panel, the Company's securities would be delisted from
Nasdagq.

The Board met on July 19, 2016 to discuss, among other topics, the Company's response to Nasdaq's delisting determination letter. The
Board and management discussed the hearing process, the Company's proposed compliance plan, and the choices facing the Company if Nasdaq
were to delist the Company's common shares from the Nasdaq Capital Market. The Board instructed management to update the compliance plan
and request a hearing before the Nasdaq hearing panel.

In light of the possibility that the Company might be delisted, the Board also discussed the potential for the Company to reduce or
eliminate the significant costs associated with the Company's SEC reporting obligations and other compliance costs that come from being a
reporting company. The Board then discussed the summary of steps involved in the delisting/deregistration process, which had been prepared by
Drinker Biddle. Following such discussion, the Board determined to establish an
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ad-hoc committee of the Board consisting of Mr. Andreas Hildebrand, Chairman of the Board, Mr. Procell, and Mr. Christopher Capps (the
"Ad-Hoc Committee" or "Committee"): (i) to evaluate the costs associated with being a registered reporting company and consider whether such
costs would be justified by the benefits of registration, even if the Common Stock was no longer listed on a national securities exchange, (ii) to
consider potential options for reducing such costs, and (iii) to make such recommendation(s) to the Board regarding such options as the
Committee should determine to be in the best interests of the Company. The Board delegated to the Ad-Hoc Committee all the powers and
authority of the Board necessary or desirable to undertake its mission, including the ability to engage such legal counsel and financial advisers as
the committee deems appropriate and to take such other action as the committee deems appropriate to fulfill its fiduciary duties of loyalty and
due care. In the meantime, management would proceed with Nasdaq's process.

The hearing before Nasdaq's hearing panel took place on August 25, 2016. The Company was represented by Mr. Torkelson who
discussed the Company's business model, the events leading to the failure to maintain a minimum of $2.5 million in stockholders' equity, the
Company's capital structure, and operational and liquidity status. At the hearing, the Company stated that while it remained confident that
ongoing cost-control measures and revenue growth initiatives would position the Company to achieve profitability on a GAAP net income from
continuing operations basis by fiscal year 2017, the Company could not project compliance with the applicable Nasdaq continued listing
standards within 180 days. Moreover, the Company advised the hearing panel that the Company did not believe a financing transaction to
increase equity was in the best interest of stockholders, as doing so could trigger an ownership change for purposes of Section 382 of the Code,
which would result in limitation to the Company's use of its NOLs.

On August 29, 2016, the Company received notice from Nasdaq that the hearing panel had determined to delist the Company's
Common Stock and that trading would be suspended on August 31, 2016. Trading in the Common Stock on the Nasdaq Capital Market was
indeed suspended effective at the open of business on August 31, 2016. Since then, the Common Stock has been traded over-the-counter and
quoted on OTCPink.

On September 2, 2016, the Ad-Hoc Committee met with Mr. Leaf of Drinker Biddle to discuss the developments with Nasdaq and to
discuss the relative costs and benefits of remaining a reporting company, the possibility of conducting a transaction that would enable the
Company to terminate its status as a reporting company, and other options available to the Company. Mr. Bruce Torkelson, the Company's Chief
Financial Officer, also participated in the meeting at the invitation of the Ad Hoc Committee.

The meeting focused on the following three options:

doing nothing and allowing the Common Stock to trade over-the-counter, which could include applying for quotation on one
of the bulletin boards or quotation services operated by OTC Markets Group Inc.

remaining a public company, but seeking to reduce operating and compliance costs by terminating the Common Stock's
registration under Section 12(g) of the Exchange Act, which would require a reverse stock split or other action to reduce

below 300 the number of holders of record of the Common Stock.

going fully private (which could take multiple alternative forms, any of which would require access to capital and be likely
to trigger an ownership change under Section 382 of the Code, resulting in a limitation of the Company's existing NOLs).
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The Ad-Hoc Committee and management evaluated each of the above options.

A clear consensus developed among the Committee members that going fully private was not a viable option as the Company had not
received any offers to acquire the Company, the Company did not have the funds available to purchase all the publicly-traded shares
outstanding, and the limitation on the Company's NOLs resulting from a Code Section 382 ownership change would deprive the Company and
its stockholders of a substantial benefit. See "Special Factors Purposes of and Reasons for the Reverse/Forward Stock Split ~ Preservation of the
Company's Net Operating Loss Carryforwards" in this proxy statement.

The members of the Committee then discussed the costs and benefits of the other options considering, among other factors:

the current costs of the reporting regime that applies to the Company as a publicly traded company, and the extent of any
savings that could be realized if the Company were to suspend its reporting obligations;

any other benefits that may by realized by the Company from suspending its reporting obligations, including freeing the
management time and attention currently devoted to disclosure and reporting functions and responding to market reactions;

the current and historical liquidity of the Common Stock, and the likely potential effects of delisting from Nasdagq;

whether or not remaining a reporting company would improve the Company's access to capital;

whether or not remaining a reporting company would improve the Company's image and reputation with utilities and
potential customers;

any impact on the Company's image and reputation from being quoted on the OTCPink or another tier of OTC Markets
Group Inc.;

potential impact of de-registration on existing stockholders, including liquidity and price transparency;

the ability of stockholders holding a relatively small number of shares to receive the fair value of their shares in cash through
areverse stock split, without incurring transaction costs or bearing market risk;

the ability of stockholders who do not want to be cashed-out to purchase additional shares to bring their holdings above the
level that will be cashed-out in any reverse stock split;

impact of de-registration on the Company's ability to attract and retain qualified employees, including issues relating to
equity compensation;

the current intention of the Company to prepare audited financial statements for existing lender and covenant purposes,
notwithstanding de-registration; and

the one-time costs to the Company of a reverse stock split to get below the registration threshold.
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The Committee members discussed the above factors extensively and each member of the Committee had the opportunity to ask
questions and/or request additional information. Following a lively discussion, the consensus of the Committee was to defer a final
recommendation to the Board until after the Committee members had had an opportunity to consider the discussion and meet again.

Mr. Torkelson noted that the Board was scheduled to meet on September 14, 2016, allowing sufficient time for the Committee to deliberate and
make a recommendation one way or another before the Board meeting.

Mr. Leaf and Mr. Torkelson then led the Committee through the steps that would be involved if the Committee determined to
recommend a reverse stock split in connection with any determination to suspend reporting under the Exchange Act. Mr. Hildebrand asked about
other methods to reduce the number of record stockholders, such as a tender offer or open market purchases of Common Stock. Mr. Leaf
discussed the pros and cons of such alternatives, including legal and other transaction costs, timing, complexity, and the Company's ability to
control the transaction and adequately predict the effect of the transaction on (i) the Company's NOLs and (ii) the number of record holders of
Common Stock. Mr. Leaf noted that the Company currently had 461 stockholders with only a single share, and that reaching such stockholders
could be difficult as the value of their holdings was so small. Accordingly, an odd-lot or other partial tender offer would be unlikely to generate
a large response rate from the Company's smallest holders. For this reason, given the dual goals of reducing the number of record holders below
300 while minimizing the change of ownership for tax purposes, a reverse/forward stock split of the type discussed, with only the smallest
stockholders cashed-out, was the most practical option.

Mr. Procell then asked if the Company would have legal authority to purchase fractional shares from existing stockholders,
notwithstanding its negative stockholders' equity relating to the Common Stock. Mr. Leaf advised the Committee that the Company had direct
statutory authority to pay cash in lieu of the fractional shares at fair value pursuant to Section 155 of the Delaware General Corporation Law.
Mr. Leaf also noted that the fair value of the Company's assets exceeds the face amount of its existing debt obligations plus the par value of its
outstanding stock, and that accordingly the Company had surplus capital under Delaware law.

Mr. Leaf then walked the Ad-Hoc Committee through potential processes for determining the appropriate exchange ratio for any
potential reverse stock split and the fair value per share of Common Stock within the meaning of Section 155 of the Delaware General
Corporation Law.

Mr. Leaf advised the Ad-Hoc Committee that "fair value" could be defined as the price a willing purchaser would pay a willing seller,
assuming full disclosure of the relevant facts. Mr. Leaf advised the Ad-Hoc Committee that, consistent with case law, the Board could
reasonably base a determination of fair value for purposes of Section 155 on the average market price per share on Nasdaq over a 10- or 20-day
period preceding the measurement date, so long as the Board had no reason to believe that such market price was inaccurate. In such case,

Mr. Leaf advised, the Board could reasonably determine that a third-party appraisal was not necessary under the circumstances.

A discussion followed regarding the appropriate measurement period for calculating fair value and the methodology for determining the
average price over the period.

The Ad-Hoc Committee members then discussed whether the current market price of the shares might be impacted by the
announcement of the Company's failure to meet Nasdagq listing standards, which could affect trading prior to delisting. Mr. Hildebrand asked
whether the Company could pay cashed-out stockholders a premium to the average trading price to compensate them for any impact on the
current share price caused by lack of liquidity or by any short-term imbalance of buyers and sellers following announcement of the deficiency.

15

24



Edgar Filing: LIME ENERGY CO. - Form PRER14A

Table of Contents

Mr. Torkelson walked the directors through a spread sheet showing the average market price of the shares over various periods.
Mr. Torkelson noted that a portion of the price decline appeared to be associated with the announcement of the Company's second quarter results
on August 15, 2016; however, even backing out the 20-cent reduction from August 15 to August 17, 2016, the Company's stock price had fallen
significantly since the Company's announcement on May 25, 2016 that the Company had failed to meet Nasdaq's minimum stockholders' equity
test. Mr. Leaf advised the board that, while Section 155 of the Delaware General Corporation Law required the Company to pay cash in lieu of
fractional shares based on the fair value of the Company's stock as of the record date for the reverse stock split, it would be reasonable for the
Board to take into account the Common Stock's 10-day trailing average closing price through May 25, 2016, as well as the impact of the
Company's second quarter earnings, in determining such fair value.

The members of the Ad-Hoc Committee determined to consider this issue further before making a recommendation to the Board.

The Ad-Hoc Committee met again on September 9, 2016 to continue to evaluate options available to the Company and to consider
whether to recommend appealing the determination of the Nasdaq hearing panel. Mr. Leaf noted that if the Company chose to request an appeal,
it would have to pay a $10,000 fee to Nasdaq at the time of such request. The question was asked whether Nasdaq's Appeal Panel would have
the authority to use its discretion to allow the Company sufficient additional time to return to compliance. Mr. Torkelson noted that the hearing
panel had stated definitively that the Company could not be allowed to remain listed if it could not establish that it could regain compliance
within 180 days from the date of the deficiency notice (i.e., by January 2017). Mr. Procell noted that in light of the Company's recent operating
results, it would be difficult at this time for the Company to raise capital at an acceptable price or at all to increase common stock equity to
$2.5 million. Indeed, the Company has previously not been able to raise capital other than through issuance of convertible debt and convertible
equity.

Mr. Procell informed the Ad-Hoc Committee that as CEO of the Company, he often had occasion to speak with potential investors and
that he regularly used those opportunities to determine if such investors had any interest in investing in the Company. Mr. Procell advised that,
in the course of such informal conversations with potential investors, it had become clear that the Company would have difficulty raising capital
on acceptable terms in light of the Company's operating performance and the current capital structure of the Company. Besides, it was noted that
there was no business need to raise additional capital at this point. After extensive discussion, there was consensus that it would not be in the
interest of the Company and the stockholders to pursue an appeal. The Ad-Hoc Committee acknowledged that although the Appeal Panel might
have the authority to overrule the Hearing Panel, it was unlikely to do so given that the Company did not have a definitive plan to regain
compliance.

Given the uncertainty of the Company's situation and the cost of that uncertainty, the Ad-Hoc Committee determined to recommend to
the Board that the Company should accept Nasdaq's delisting determination and not pursue further appeals. On this point, the Ad-Hoc
Committee considered the fact that in addition to the costs related to the appeal process, the Company would have to continue to incur expenses
of being a reporting company. The Ad-Hoc Committee determined that moving forward and trying to give stockholders clarity now was better
than prolonging the process with no expectation of succeeding on the appeal.

The Ad-Hoc Committee then revisited the pros and cons of deregistration discussed at the committee's prior meeting.
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Mr. Procell reiterated that, in his view as CEO, Lime currently realized only limited benefits from its reporting company status. In
particular, Mr. Procell observed that having a listed security had not historically enhanced the Company's access to capital and that there was
little reputational advantage in being a reporting company now that trading had been suspended by Nasdaq. Moreover, given the Company's
small public float and low trading volume in recent periods, being a reporting company did not seem to provide a significant liquidity advantage
to the Company's stockholders, even when the Common Stock was listed on the Nasdaq Capital Market. Mr. Torkelson estimated that the annual
cost of operating as a reporting company and complying with the Sarbanes-Oxley Act and associated regulations was between $950,000 and
$1,200,000 per year, including the time of Lime's executive officers and other employees necessary to prepare and review its public filings and
perform other tasks necessitated by virtue of being a publicly traded company. Excluding the cost of internal labor, the estimated cash and
expense savings would be $825,000 to $1,000,000. The Ad-Hoc Committee determined that it no longer made sense for the Company to
continue to incur the expenses of being a reporting company without reaping the associated benefits. The Ad-Hoc Committee voted unanimously
to recommend to the Board to engage in a "going dark" transaction and cease being a reporting company. After surveying the ownership levels
of the Company's stockholders and noting that a significant number of stockholders held just a single share and that many more held less than
ten shares, legal counsel advised the Ad-Hoc Committee that a reverse stock split was probably the best way for reducing the number of record
holders in a cost-effective way. The Company has previously conducted stock splits and is familiar with the mechanism of such transactions.

The Ad-Hoc Committee considered what would be the parameters of determining the ratio of the reverse/forward split and the
appropriate methodology for determining the fair value of fractional shares to be cashed-out in the reverse split.

The Ad-Hoc Committee then reviewed the various possible ratios for the stock split presented by management. After discussing the
pros and cons of various ratios, a consensus emerged that a ratio of 1-for-300 would be adequate to accomplish the Company's goal of reducing
the Company's record holders to less than 300, with a sufficient cushion. As defined for purposes of Section 12(g) of the Exchange Act, the term
"record holders" includes both the number of holders of record set forth on the stock register maintained for the Company by the Transfer
Agent other than Cede & Co., as nominee of The Depository Trust Company ("DTC") as well as each DTC Participant that holds a position in the
Common Stock directly through DTC. As of September 7, 2016, there were only 67 record holders of more than 300 shares of Common Stock
on the Company's stock register, and as of April 18, 2016, the record date for the Company's 2016 annual meeting of stockholders, there were
only 54 institutions listed as holders of more than 300 shares of Common Stock on the DTC security position listing.

Then the Ad-Hoc Committee discussed the methodology for determining the price for the fractional shares. After discussing with legal
counsel regarding the concept of fair value and the requirements of Delaware law, the Ad-Hoc Committee determined to focus on the historical
trading price and to use an average stock price over a given period.

Mr. Leaf again advised the Ad-Hoc Committee that given the uncertainty around the Company's situation and how that has significantly
affected the stock price, it would make sense for the Ad-Hoc Committee to refer to a time when there was sufficient liquidity and interest in the
stock instead of using the average stock price over a more recent period.

After extensive discussion, the Ad-Hoc Committee determined to use the average trading price over the 10-day period through May 25,
2016, which was the date the Company filed its Form 8-K disclosing that the Company had received a deficiency notice from Nasdaq. In using
that date for
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calculating average trading price, the Ad-Hoc Committee members were of the view that, given the significant drop in stock price after Nasdaq's
determination to delist the Common Stock, it was fair to all the Company's unaffiliated stockholders for the Company to provide a premium to
current market price in valuing the fractional interests to be cashed-out in the Reverse Split.

The Ad-Hoc Committee determined that $2.49 was fair given that it was (i) a 77% premium to the closing price of the Common Stock
on OTCPink on September 8, 2016, the day before the Ad-Hoc Committee's final meeting; (ii) a 71% premium to the average closing price over
the 10-day period following the delisting notice on August 29, 2016, (iii) a 32% premium to the average closing price over the 10-day period
following issuance of the Company's second quarter results, and (iv) a 34% premium to the average closing price over the 10-day period ending
August 30, 2016, the last day of trading on Nasdaq. Mr. Leaf noted that the Board could set a floor for its determination of fair value, but that the
Company would have to pay the market price on the record date for the stock split if the price of the Common Stock rose between now and then.
The Ad-Hoc Committee then voted unanimously to recommend to the Board to approve a reverse stock split at a ratio of 1-for-300, and to pay
the greater of (A) $2.49 and (B) the average closing market price over the 10-day period ending on the record date per pre-split share to the
stockholders who would be cashed-out in the reverse stock split.

On September 14, 2016, a meeting of the full Board was then held, at which legal counsel was again present. The Ad-Hoc Committee
updated the Board on its exploration of various deregistration transactions and other alternatives. The Ad-Hoc Committee indicated that after
investigating alternatives, it considered a reverse stock split immediately followed by a forward stock split to be the most cost-effective
alternative that would permit the Company to deregister the Common Stock with the SEC and, as such, to be in the best interests of the
Company in order to pursue a deregistration transaction.

Mr. Hildebrand and Mr. Procell, both members of the Ad-Hoc Committee, along with Mr. Torkelson and Mr. Leaf, referring to Board
materials prepared by management and circulated to the Board before the meeting, discussed at length the work of the Ad-Hoc Committee and
the various matters considered by the Ad-Hoc Committee in evaluating the options available to the Company in light of Nasdaq's determination
to delist the Company's shares. The choices of the Company were (i) doing nothing and allowing the Common Stock to continue to be quoted
over-the-counter on the pink sheets (OTCPink), (ii) possibly taking steps to upgrade to one of the higher tiers of the OTC markets (such as
OTCQB), (iii) possibly engaging in a sale of the Company or other transaction to go fully private, or (iv) taking other steps to terminate the
registration of the Common Stock under the Exchange Act in order to reduce the significant reporting and compliance costs of being a reporting
company. As communicated to the Board, the Ad-Hoc Committee had unanimously voted to recommend to the Board to approve a 1-for-300
reverse split followed immediately by a 300-for-1 forward stock split of the Common Stock, and to cash out stockholders who own less than 1.0
full share as a result of the reverse stock split. This transaction would be followed by the Company filing with the SEC to terminate registration
of the Common Stock under the Exchange Act and to suspend the Company's SEC reporting, compliance and filing requirements under the
Exchange Act. A lengthy Q&A session followed, with other Board members asking for clarifications with respect to the advantages and
disadvantages of a "going dark" transaction, the various alternative transactions that the Ad-Hoc Committee considered and why a reverse stock
split followed by a forward stock split emerged as the Ad-Hoc Committee's best choice for reducing the number of record holders of the
Company so that the Company can deregister the Common Stock.
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The discussion centered on:

Advantages and disadvantages of deregistering the Common Stock and terminating the Company's status as a reporting

company;

2.
An overview of the analysis of the Ad-Hoc Committee and management with respect to direct and indirect cost savings that
could be realized by the Company going dark;

3.
Transaction costs associated with effecting a reverse stock split followed by a forward stock split and subsequent
deregistration of the Common Stock;

4,
Factors considered by the Ad-Hoc Committee in recommending the fair price for cashing out fractional shares resulting from
the reverse stock split;

5.
Effect that various reverse stock split ratios would have on the number of record holders; and

6.

Timetable for the proposed transactions.

Most of the discussion revolved around the pros and cons of remaining a reporting company under Section 12(g) of the Exchange Act
notwithstanding Nasdaq's delisting of the Common Stock, including the potential savings that the Company could realize by reducing the
reporting and compliance burdens of being a reporting company and the degree to which the Company and its stockholders experienced the
potential benefits of being a reporting company.

A discussion followed around the assumptions made in reaching the estimated savings of between $825,000 and $1,000,000.

There was further discussion with respect to the effect of the reverse stock split, the advantages of following the reverse stock split with
a forward stock split, and the various possible outcomes of different stock split ratios and how they would affect the stockholder base. Mr. Leaf
added to the discussion with another overview of the Board's fiduciary duties and applicable standards of review. In response to a question,
Mr. Leaf noted that none of the Board members and large stockholders appeared to have a material financial interest in the transaction, apart
from their interests as continuing stockholders, and that the Board was not controlled or dominated by a majority stockholder and that
accordingly the business judgment rule should apply for the Board's deliberations. Mr. Leaf further noted that the Ad-Hoc Committee and the
Board had met on several occasions, and reviewed the materials prepared by management and taken the time necessary to deliberate carefully.

In the course of the discussion, Mr. Leaf pointed out that although the Ad-Hoc Committee was recommending that the Board go with a
1:300 ratio for the reverse stock split, followed by a 300:1 ratio for the forward split, the Board could instead present the stockholders with a
menu of choices, with the Board retaining the authority to ultimately determine which ratio was in the best interest of the Company at the time of
effecting the stock split following the vote of the stockholders. Further discussion followed with respect to each ratio. Various Board members
expressed a preference for going with three alternatives that had emerged as reasonably suitable to accomplish the Company's goal of reducing
the number of record holders to less than 300, without incurring extra expenses by cashing out more stockholders than is reasonably necessary.
At the end of the discussion, a motion was made to approve three alternative transactions: (a) a 1-for-300 reverse stock split followed
immediately by a 300-for-1 forward stock split of the Common Stock; (b) 1-for-500 reverse stock split followed immediately by a 500-for-1
forward stock split of the Common Stock; and (c) 1-for-1000 reverse stock
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split followed immediately by a 1000-for-1 forward stock split of the Common Stock. It was decided that, while a forward stock split was not
necessary for the Company to reduce the number of holders of record of the Common Stock and to deregister the Common Stock under the
Exchange Act, it was in the best interests of the Company's stockholders to effect a forward stock split at a ratio reciprocal to the ratio of the
reverse stock split to avoid the administrative burden of having fractional interests outstanding, to facilitate subsequent transfers by continuing
stockholders (who would otherwise have to transfer fractional shares to transfer their full position), and to permit outstanding convertible and
exercisable securities, such as stock options, to be unaffected by the transaction.

Thereafter, following discussion, the Board unanimously approved and recommended for stockholder approval the Reverse/Forward
Split and determined that the transaction is procedurally fair and substantively fair to the Company's unaffiliated stockholders. Based upon the
factors outlined elsewhere in this proxy statement, the Board further determined that the transaction is both substantively and procedurally fair to
the Company's unaffiliated stockholders who remain stockholders following the completion of the transaction and to the Company's unaffiliated
stockholders who do not remain stockholders following the completion of the transaction. It was decided that the Reverse/Forward Split be
submitted to a special meeting of stockholders, tentatively scheduled for January 31, 2017, subject to the SEC's review of the Company's
preliminary proxy statement. Mr. Leaf noted that, under SEC rules, the stockholders should have an opportunity to vote separately on each of the
three alternative ratios for Reverse Split. The Board then instructed management to coordinate with legal counsel and other Company advisors
and service providers to prepare the necessary documentation, including the filings required by the SEC proxy solicitation rules and other
actions necessary to give effect to the Board's decision.

For further discussion of the fairness of the Reverse/Forward Stock Split, see "Special Factors Fairness of the Reverse/Forward Stock
Split" in this proxy statement.

Fairness of the Reverse/Forward Stock Split

Based on its review, the Ad-Hoc Committee unanimously determined that the Reverse/Forward Stock Split is procedurally and
substantively fair to, and in the best interests of, the Company's unaffiliated stockholders, including the unaffiliated stockholders who will
receive cash consideration in the Reverse/Forward Stock Split and unaffiliated stockholders who will continue as the Company's stockholders.
After consideration of all aspects of the Reverse/Forward Stock Split, as described below, all six members of the Board also approved the
Reverse/Forward Stock Split and determined that it is fair to all of the Company's unaffiliated stockholders. Except for such approval, the
Company is not aware that any of its affiliates has made a recommendation, in their individual capacities, either in support of or opposition to
the Reverse/Forward Stock Split.

Substantive Fairness. The Ad-Hoc Committee and the Board considered, among other things, the factors listed below, as well as the
alternatives to the Reverse/Forward Stock Split as noted below in "Special Factors Alternatives Considered" in reaching its conclusion as to
the substantive fairness of the Reverse/Forward Stock Split to the Company's unaffiliated stockholders. Neither the Ad-Hoc Committee nor the
Board assigned specific weight to any factors it considered, nor did they apply them in a formulaic fashion, although both the Ad-Hoc
Committee and the Board particularly noted the opportunity in the Reverse/Forward Stock Split for stockholders to, in effect, sell their holdings
at a premium to market, as well as the significant cost and time savings to the Company resulting from the Reverse/Forward Stock Split which
will benefit the Company's continuing stockholders. The discussion below is not meant to be exhaustive, but the Company believes it includes
all material factors considered by the Ad-Hoc Committee and the Board in reaching their determinations.
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Opportunity to Liquidate Shares of Common Stock. The Ad-Hoc Committee and the Board considered the opportunity the
Reverse/Forward Stock Split presents for stockholders owning fewer than the Minimum Number of shares to liquidate their holdings at a
premium over the closing price per share of the Common Stock at the time of the approval of the Reverse/Forward Stock Split, without incurring
brokerage costs. See also the information under the caption "Fairness of the Reverse/Forward Stock Split Substantive Fairness Current and
Historical Prices" below.

Equal Treatment of All Holders of Common Stock that Hold More than the Minimum Number of Shares, Whether or Not Affiliated.
The Reverse/Forward Stock Split will cash out all stockholders that hold fewer than the Minimum Number of shares on the record date; and all
stockholders that hold at least the Minimum Number of shares on the record date will continue as stockholders of the Company. Thus, all
stockholders that hold at least the Minimum Number of shares will be treated the same in the Reverse/Forward Stock Split, whether or not such
stockholders are deemed to be affiliates of the Company. The Board recognizes that each of the stockholders to be cashed-out in the
Reverse/Forward Stock Split will be a non-affiliate of the Company and considered that fact in determining the fairness of the Reverse/Forward
Stock Split to unaffiliated holders of Common Stock. In reaching its fairness decision, the Board noted that the deciding factor in determining
whether a holder would be cashed-out was whether such holder held at least the Minimum Number of shares, not whether such holder was
deemed to be an affiliate of the Company. The Board further noted that an estimated 99.1% of the shares held by non-affiliates of the Company
would remain outstanding following the Reverse/Forward Stock Split (as compared to 100% of the shares held by affiliates), and that the
Reverse/Forward Stock Split was not expected to have a meaningful impact on either the voting percentage or percentage economic ownership
of any of the stockholders deemed to be an affiliate of the Company. As an alternative to the Reverse/Forward Stock Split as proposed, the
Board considered the possibility of cashing out all the fractional shares resulting from the reverse stock split, regardless of the number of shares
held. However, the Board concluded that cashing out fractional shares held by stockholders that owned in excess of the Minimum Number of
shares would increase the cost of the proposed transaction, without increasing any of the anticipated benefits of the transaction to the Company.
Another factor considered by the Board was the fact that a significant number of non-affiliated stockholders held, individually, a small number
of shares and that any ratio of the Reverse/Forward Stock Split that would accomplish the goal of reducing the number of stockholders of record
to less than 300 would result in only non-affiliates being cashed-out. The Board took that into account in determining the fair price to be paid to
Cashed-Out Stockholders. See also the information under the caption "Fairness of the Reverse/Forward Stock Split Disadvantages of the
Reverse/Forward Stock Split Reduction in Information About the Company" below.

Potential Ability to Control Decision to Remain a Holder of or Liquidate Common Shares. Current holders of fewer than the Minimum
Number of shares can remain stockholders of the Company by acquiring additional shares so that they own at least the Minimum Number of
shares immediately before the Reverse/Forward Stock Split. Conversely, stockholders that own the Minimum Number or more shares and desire
to liquidate their shares in connection with the Reverse/Forward Stock Split (at the price offered by the Company) can reduce their holdings to
less than the Minimum Number of shares by selling shares prior to the Reverse/Forward Stock Split. However, as the cash payment the
Company intends to pay for fractional interests is a significant premium over the quoted price of the Common Stock in the over-the-counter
market, asked prices may be elevated between the date of this proxy statement and the effective date of the Reverse/Forward Split.

Limited Liquidity for the Company's Common Stock. The Ad-Hoc Committee and the Board noted that the trading volume in the
Common Stock has been, and continues to be, relatively limited and believes that terminating the Company's status as a reporting company
would not significantly further limit the trading volume of the Common Stock beyond, for example, the delisting from Nasdaq.
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The average daily trading volume of the stock for the 30-day, 60-day, 90-day and 120-day period ended August 30, 2016, was approximately
25,300, 15,300, 11,000, and 8,700 shares per day, respectively. Accordingly, the Reverse/Forward Stock Split provides a large number of the
Company's record holders with the opportunity to obtain cash for their shares in a relatively limited trading market and at a premium over the
recent trading price range of the Common Stock.

Current and Historical Prices. The Ad-Hoc Committee and the Board considered both the historical market prices and recent trading
activity and current market prices of the Common Stock. During the 30-day, 60-day, 90-day and 120-day period ended August 30, 2016, the
Company's average share price was $2.00, $2.14, $2.17, and $2.26, respectively. The $2.49 minimum cash-out price represents an
approximately 25% premium over the average share price for the 30-day period ended August 30, 2016, an approximately 16% premium over
the average share price for the 60-day period ended August 30, 2016, an approximately 15% premium over the average share price for the
90-day period ended August 30, 2016, an approximately 10% premium over the average share price for the 120-day period ended August 30,
2016, and an approximately 83% premium over the $1.36 closing sales price of Common Stock on September 13, 2016 (the day immediately
prior to the Board's decision to approve a reverse/forward stock split transaction). In establishing the minimum price payable for fractional
shares and determining the fairness of the Reverse/Forward Stock Split, the Board did not consider the liquidation value of the Company
because the Company has few assets for which there is a ready resale market, the face amount of the Company's liabilities and preferred stock
substantially exceeds the face amount of its current assets, and, in the judgment of the Board, a liquidation of the Company was not likely to
result in anything more than a de minimis distribution to the Common Stock, at best. Similarly, the Board did not obtain a valuation of the
Company as a going concern because the Company has incurred annual losses and negative cash flow from operations since inception, making it
difficult to value the Company's business on a multiple of earnings or discounted cash flow basis. Accordingly, the Board felt that valuing the
Common Stock at the average market price over an appropriate valuation period would have a more fair result for the common stockholders to
be cashed-out in the Reverse/Forward Stock Split. In light of the foregoing, the Board did not think that obtaining a third-party valuation or
appraisal report was a good use of the Company's funds.

Price Range of Common Stock; Dividends; Trading Volume. Until August 30, 2016, the Common Stock was traded on The Nasdaq
Capital Market under the symbol "LIME". Prices shown below reflect the quarterly high and low sales prices for the Common Stock on Nasdaq
during the past two years.

HIGH LOW

2014
First Quarter $ 392 $ 286
Second Quarter $ 392 $ 249
Third Quarter $ 729 $ 204
Fourth Quarter $ 349 $ 214
2015
First Quarter $ 438 $ 239
Second Quarter $ 375§ 2.64
Third Quarter $ 385 $ 262
Fourth Quarter $ 348 $ 282
2016
First Quarter $ 344 $ 251
Second Quarter $ 304 $ 188
Third Quarter (through August 30, 2016) $ 253 $ 135
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Since August 31, 2016, the Common Stock has been quoted over-the-counter on OTCPink under the symbol "LIME". The highest
quote before December 20, 2016 was $2.25 and the lowest quote was $1.30. These quotations do not include any mark-up, mark-down,
commission or other transaction cost and may not necessarily represent actual transactions.

HIGH LOW
2016

Third Quarter (from August 31, 2016) $ 213 $ 130
Fourth Quarter (through December 20, 2016) $ 225 % 1.57

The Board has not declared, and the Company has not paid, any dividends with respect to the Common Stock in the past two years. The
Company does not anticipate paying any cash dividends in the foreseeable future.

Disadvantages of the Reverse/Forward Stock Split. The Ad-Hoc Committee and the Board also considered the disadvantages of the
Reverse/Forward Stock Split, including:

No Participation in Future Growth by Cashed-Out Stockholders. After the Reverse/Forward Stock Split, Cashed-Out Stockholders will
no longer have any ownership interest in the Company and will no longer participate in the Company's future earnings and growth.

Reduction in Information About the Company. After completion of the Reverse/Forward Stock Split, the Company will cease to file
annual, quarterly, current, and other reports and documents with the SEC. While the Company intends to continue to prepare audited annual
financial statements, the Company will not be under any obligation to make such information available to stockholders. Any reports the
Company may choose to provide would not be in the format currently required under Exchange Act rules and, as a result, continuing
stockholders will have access to less information about the Company and the Company's business, operations, and financial performance, and
such information may not always be comparable with the Company's prior reported financial information or the financial information of other
reporting companies. Bison, which may be deemed to be an affiliate of the Company, is entitled to receive financial statements and other
information regarding the Company pursuant to agreements between the Company, Bison, and certain other major stockholders. The lack of
public information regarding the Company is thus likely to have a greater adverse impact on non-affiliated stockholders, who do not have
contractual information rights and will generally be less able to fend for themselves. See also the information under the caption "Information
Regarding Major Stockholders and Affiliated Individuals Bison" in this proxy statement.

Limited Liquidity. After the Reverse/Forward Stock Split, the Common Stock is expected to continue to trade in the over-the-counter
market, but there can be no assurance that an active market develops or can be sustained. Information regarding the share price and trading
volume of the Common Stock in the over-the-counter market may be reported by market makers on a reporting service of OTC Markets
Group Inc. or another third-party bulletin board or reporting service, but there can be no assurance that any such information reflects current bid
and asked prices available to investors. OTC Markets is not a stock exchange or a regulated entity. Price quotations are provided by
over-the-counter market makers. Any trading opportunities in the over-the-counter market will be dependent upon whether any broker-dealers
make a market for the Common Stock. The Company cannot guarantee or anticipate whether the Common Stock will continue to be quoted on
OTCPink. In addition, because of the possible limited liquidity for the Common Stock, the suspension of the Company's obligation to publicly
disclose financial and other information required under the Exchange Act and the Sarbanes-Oxley Act, and the deregistration of the Common
Stock under the Exchange Act,

23

32



Edgar Filing: LIME ENERGY CO. - Form PRER14A

Table of Contents
continuing stockholders may potentially experience a decrease in the value of their shares of Common Stock, which may be significant.

Limited Oversight. After completion of the Reverse/Forward Stock Split, the Company will no longer be subject to the provisions of the
Sarbanes-Oxley Act and certain of the liability provisions of the Exchange Act, although the Company will still be subject to the antifraud
provisions of the Exchange Act and any applicable state securities laws.

Reporting Obligations of Certain Insiders. The Company's executive officers, directors and 10% stockholders will no longer be
required to file reports relating to their transactions in the Common Stock with the SEC. In addition, the Company's executive officers, directors
and 10% stockholders will no longer be subject to the recovery of short-swing profits provision of the Exchange Act, and persons acquiring 5%
of the Common Stock will no longer be required to report their beneficial ownership under the Exchange Act.

Reduced Cash on Hand. The Company estimates that the cost of payment to Cashed-Out Stockholders, professional fees, transfer
agent costs and other expenses of the Reverse/Forward Stock Split will total approximately $195,000 to $360,000. As a result, immediately after
the Reverse/Forward Stock Split, the Company's cash balances on hand will be reduced by the costs incurred in the transaction.

Filing Requirements Reinstituted. The filing of the Form 15 will result in the suspension and not the termination of the Company's filing
obligations under the Exchange Act. This suspension will remain in effect so long as the Company has fewer than 300 stockholders of record.
Thus, even after deregistration of the Common Stock becomes effective, if on the first day of any fiscal year the Company has more than 300
stockholders, then the Company must resume reporting pursuant to Section 15(d) of the Exchange Act.

No Appraisal Rights. Under Delaware law and the Company's Certificate of Incorporation and bylaws, no appraisal or dissenters' rights
are available to stockholders who dissent from the Reverse/Forward Stock Split.

Reduced Management Incentive. The lack of liquidity provided by a ready market may result in fewer opportunities to utilize
equity-based incentive compensation tools to recruit and retain top executive talent. Stock options and other equity-based incentives are typically
less attractive if they cannot be turned into cash quickly and easily once earned. Stock options and other equity-based incentives have been a
significant part of the Company's executive compensation packages in the past and the relative illiquidity of the Common Stock will likely make
equity-based incentives less attractive to the Company's executives.

Less Attractive Acquisition Currency. Stock that is registered with the SEC and actively traded on an exchange or automated quotation
system is generally a more attractive acquisition currency than unregistered stock, since the acquirer of the publicly traded security has access to
important information about the publicly traded company, can access the market to sell the stock, and can easily determine the market value of
the stock (i.e., the price to be received upon sale). This may not be a significant disadvantage, however, because (i) the relative illiquidity of the
Common Stock has historically made such shares less attractive for larger investors, and (ii) the Company has not significantly utilized the
Common Stock as currency in acquisitions and, given the Company's diminished market capitalization, does not plan on utilizing the Common
Stock in this manner in the future.
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Reduced Capital Raising Opportunities. One of the primary reasons many companies "go public" is to be able to more easily and
efficiently access the public capital markets to raise cash. Similar opportunities are generally less available (without significant expense) to
companies that do not have a class of securities registered with the SEC. Once the Company's Common Stock is no longer registered with the
SEC, the Company might find it more costly and time consuming to raise equity capital. However, in evaluating this potential disadvantage, the
Ad-Hoc Committee and the Board noted that the Company has not generally relied on the public markets for capital raising transactions.

Procedural Fairness. The Company did not engage an unaffiliated representative to act solely on behalf of the Company's unaffiliated
stockholders for the purpose of negotiating the terms of the Reverse/Forward Stock Split or preparing a report covering the fairness of the
Reverse/Forward Stock Split. Retaining an unaffiliated representative would be an added expense of the transaction. Instead, the Board
established the Ad-Hoc Committee to consider and evaluate the options available to the Company following Nasdaq's determination to delist the
Common Stock from The Nasdaq Capital Market, the advisability of de-registering the Common Stock with the SEC, the advisability of a
reverse stock split to facilitate "going dark", the various alternatives to effecting such a transaction, the related advantages and disadvantages to
the Company and the Company's unaffiliated stockholders of each of those alternatives, the fairness of the cash payment to the Company's
cashed-out stockholders and how it would affect unaffiliated stockholders that would be or desire to be continuing stockholders, and to make a
recommendation to the full Board concerning the advisability of the transaction and proposed terms thereof. The Board believes that the process
the Ad-Hoc Committee and the Board engaged in was sufficient to protect the interests of unaffiliated stockholders. In addition, the Ad-Hoc
Committee took note of the fact that the interests of unaffiliated stockholders inherently varied depending upon whether any particular
unaffiliated stockholder held the Minimum Number of shares, held more, or held fewer. Although there was no third party that acted
independently on behalf of the unaffiliated stockholders, the members of the Ad-Hoc Committee reviewed the proposed transaction and made a
recommendation that they believed to be fair to all stockholders, including unaffiliated stockholders.

In reaching its conclusion that it was not necessary or desirable to engage an unaffiliated representative to act solely on behalf of the
Company's unaffiliated stockholders in connection with the Reverse/Forward Stock Split, the Ad-Hoc Committee and the Board took note of the
fact that this proxy statement, along with the Company's other filings with the SEC, would provide a great deal of information for unaffiliated
stockholders to make an informed decision as to the Reverse/Forward Stock Split, and that no special provision for the review of the Company's
files was considered necessary. The Ad-Hoc Committee and the Board noted that, subject to certain conditions, Delaware law already provides
stockholders with the right to review the Company's books and records.

The Ad-Hoc Committee and the Board determined not to condition the approval of the Reverse/Forward Stock Split on approval by a
majority of unaffiliated stockholders. In making such determination, the Ad-Hoc Committee and the Board considered the following factors:
first, that the Company does not have a controlling stockholder and no stockholder dominates the Company or its Board; second, that affiliated
and unaffiliated stockholders will be treated equally in the Reverse/Forward Stock Split; and third, that the Reverse/Forward Stock Split will not
significantly increase the percentage interest of any stockholder in the Common Stock on either an economic or voting basis. Finally, subject to
finding willing buyers or sellers, stockholders can increase, divide, or otherwise adjust their existing holdings at any time prior to the effective
date of the Reverse/Forward Stock Split, so as to retain some or all of their shares of Common Stock or to receive cash for some or all of their
shares, as they desire.

Each of the Company's executive officers and directors is a holder of Common Stock and will continue to hold Common Stock after the
transaction. In determining not to condition the Reverse/
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Forward Stock Split on the affirmative vote of a majority of the Company's unaffiliated stockholders, the Board and the Ad Hoc Committee
noted that such executive officers and directors, as continuing stockholders after the transaction, will be subject to the same consequences of the
transaction as the Company's unaffiliated continuing stockholders, including the possible limited liquidity for the Common Stock and potentially
experiencing a significant decrease in the value of their holdings.

Recommendation of the Ad-Hoc Committee. Based on the foregoing analyses, including a consideration of the advantages and
disadvantages of the Reverse/Forward Stock Split, the Ad-Hoc Committee unanimously determined that the Reverse/Forward Stock Split is
procedurally and substantively fair to, and in the best interests of, the Company and its unaffiliated stockholders. As a result, the Ad-Hoc
Committee unanimously recommended the Reverse/Forward Stock Split to the full Board.

Recommendation of the Board. At a meeting held on September 14, 2016, based on the foregoing analyses, including a consideration
of the advantages and disadvantages of the Reverse/Forward Stock Split, the Board, which is comprised of our Chief Executive Officer and five
non-employee directors, unanimously determined that the transaction is procedurally and substantively fair to, and in the best interests of, the
Company and its unaffiliated stockholders, unanimously approved the Reverse/Forward Stock Split and recommended that stockholders vote
"FOR" the proposals discussed in this proxy statement.

Alternatives Considered

As stated above in "Special Factors Background of the Reverse/Forward Stock Split; Deliberations of the Board and the Ad-Hoc
Committee," the Ad-Hoc Committee and the Board considered other alternatives, but ultimately rejected each of these alternatives and
determined that the Reverse/Forward Stock Split was preferable to the other alternatives. When considering the various alternatives to the
Reverse/Forward Stock Split, the primary focus was making sure that the selected alternative would result in the greatest cost savings.

Remaining an SEC Reporting Company. The Company has the ability to remain an SEC reporting company. If the Company remains an
SEC reporting company, it would have the option to seek quotation on one of the higher service tiers operated by OTC Markets Group Inc., such
as OTCQX or OTCQB. Such alternative could result in greater visibility for the Company and potentially greater transparency and/or liquidity
for the Common Stock. However, the Company would continue to incur the significant expenses of being a reporting company, and the Ad-Hoc
Committee and the Board determined that, notwithstanding any incremental increase in visibility and transparency, the Company and its
stockholders were not likely to enjoy many of the benefits traditionally associated with SEC reporting company status including, but not limited
to, raising capital in the public markets, stock liquidity and the ability to use the Common Stock as currency for strategic acquisitions.

Going Fully Private. A clear consensus developed among the Ad-Hoc Committee members that a purchase, whether by the Company
or a third party, of all of the outstanding publicly held stock or other transaction to go fully private was not a viable option as the Company did
not have the funds available to purchase all the publicly-traded shares outstanding and the limitation on the Company's NOLs resulting from a
Code Section 382 ownership change would deprive the Company and its stockholders of a substantial benefit.
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Tender Offer or Individual Purchases.

As an alternative to the Reverse/Forward Stock Split, the Ad-Hoc Committee considered the possibility of an odd-lot or other partial
tender offer for the Common Stock, or individual purchases of Common Stock. Although such alternatives would permit each holder of
Common Stock to make an individual election whether or not to sell or tender shares at the price offered, the Ad-Hoc Committee did not believe
that such alternatives were practicable, given the large number of stockholders with very small holdings, including 461 record holders with only
a single share of Common Stock. Upon deliberation, the committee believed that it would be time consuming, expensive, and potentially not
feasible to reach holders with such a small financial interest in the Common Stock.

For the reasons discussed above, the Board unanimously agreed that "going dark" was more advantageous to the Company than
remaining a reporting company, and that the Reverse/Forward Stock Split was the most expeditious and economical way of reducing the number
of record holders below 300.

Effects of the Reverse/Forward Stock Split

Generally. At the Special Meeting, stockholders will be asked to consider and vote upon proposals to amend the Company's Certificate
of Incorporation to effect the Reverse Stock Split and the Forward Stock Split. Copies of the proposed amendments to the Company's Certificate
of Incorporation for the Reverse Stock Split and the Forward Stock Split are attached as Annex A-1 and A-2, respectively.

If approved by the stockholders and implemented by the Board, the Reverse/Forward Stock Split will become effective on such date as
may be determined by the Board.

Although both the Reverse Stock Split and the Forward Stock Split will be voted on separately, the Company will not implement either
the Reverse Stock Split or the Forward Stock Split unless both are approved by the Company's stockholders.

If the Reverse/Forward Stock Split is completed, the following will occur:

Each stockholder owning of record fewer than the Minimum Number of shares of Common Stock immediately prior to the
effective time of the Reverse Stock Split will receive at least $2.49 in cash (subject to any applicable U.S. federal, state and

local withholding tax), without interest, for each pre-split share held by such stockholder.

Each share of Common Stock held by a stockholder of record owning at least Minimum Number of shares immediately prior
to the effective time of the Reverse Stock Split will continue to represent one share of Common Stock after completion of

the Reverse/Forward Stock Split.

The Company expects to have fewer than 300 record holders of Common Stock following the Reverse/Forward Stock Split
and, therefore, to be eligible to terminate registration of the Common Stock with the SEC, which would suspend the
Company's obligation to continue filing annual and periodic reports and other filings required under the federal securities
laws that are applicable to public companies and eliminate most of the expenses related to the disclosure, reporting and
compliance requirements of the Sarbanes-Oxley Act.
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Upon the filing of the appropriate form to terminate registration of the Common Stock under Section 12(g) of the Exchange
Act, the Company will no longer file annual reports on Form 10-K, quarterly reports on Form 10-Q, or current reports on
Form 8-K. The Company currently expects that it will continue to prepare financial statements in accordance with generally
accepted accounting principles applicable to the Company, and that such financial statements will be audited annually by
certified public accountants and may be made available to the Company's stockholders on an Internet web page. However,
the Company would not have an obligation under the Exchange Act to publish such financial statements and may cease

doing so without prior notice.

The Board anticipates that the Common Stock will continue to trade over-the-counter and be quoted on OTCPink; however,
liquidity and transparency is likely to be limited due to the fact that the Company will no longer file the reports required by
the Exchange Act.

Effects on the Company. Upon completion of the Reverse/Forward Stock Split, it is anticipated that the Company will have fewer than
300 stockholders and will therefore be eligible to terminate the registration of the Common Stock with the SEC. In determining whether the
number of the Company's stockholders of record falls below 300 as a result of the Reverse/Forward Stock Split, the Company will count
stockholders of record in accordance with Rule 12g5-1 under the Exchange Act. Rule 12g5-1 provides, with certain exceptions, that in
determining whether an issuer is subject to the registration provisions of the Exchange Act, securities are considered to be "held of record" by
each person who is identified as the owner of such securities on the records of security holders maintained by or on behalf of the issuer.
Investors that hold their shares in "street name" through a brokerage or other account are not considered to be record holders. Rather, these
shares are register