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If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box: p

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
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the following box. ~

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
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CALCULATION OF REGISTRATION FEE

Proposed Proposed
Title of each class of Amount to be | axmum fhaximum Amount of
.. . . offering price aggregate . .
securities to be registered registered(1) . registration fee
per offering
security(2) price
Common Stock, $0.001 par value per share(2) — $ —  $— $—
Preferred Stock, $0.001 par value per share(2) — — — —
Warrants(2) — — — —
Units — — — —
Total Offering $75,000,000 $ —  $75,000,000  $9,660 (3)

There are being registered hereunder such indeterminate number of shares of common stock and preferred stock,
such indeterminate number of warrants to purchase common stock or preferred stock, and such indeterminate
number of units as shall have an aggregate initial offering price not to exceed $75,000,000, less the aggregate
dollar amount of all securities previously sold hereunder. Any securities registered hereunder may be sold
separately or as units with the other securities registered hereunder. The proposed maximum offering price per unit
will be determined, from time to time, by the registrant in connection with the issuance by the registrant of the
securities registered hereunder. The securities registered hereunder also include such indeterminate number of
shares of common stock and preferred stock as may be issued upon conversion of or exchange for preferred stock
that provide for conversion or exchange, upon exercise of warrants or pursuant to the antidilution provisions of any
of such securities. In addition, pursuant to Rule 416 under the Securities Act, the shares being registered hereunder
include such indeterminate number of shares of common stock and preferred stock as may be issuable with respect
to the shares being registered hereunder as a result of stock splits, stock dividends or similar transactions.

ey

The proposed maximum offering price per security will be determined from time to time by the registrant in
(2)connection with, and at the time of, the issuance of the securities and is not specified as to each class of security
pursuant to General Instruction II.D. of Form S-3, as amended.

Calculated pursuant to Rule 457(0) under the Securities Act based on the proposed maximum aggregate offering
price of all securities listed.
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THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT
SHALL FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS
REGISTRATION STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE
WITH SECTION 8(a) OF THE SECURITIES ACT OF 1933, AS AMENDED, OR UNTIL THE
REGISTRATION STATEMENT SHALL BECOME EFFECTIVE ON SUCH DATE AS THE SECURITIES
AND EXCHANGE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(a), MAY DETERMINE.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any state where the
offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED MARCH 18, 2014

PROSPECTUS

Pioneer Power Solutions, Inc.

$75,000,000
Common Stock
Preferred Stock
Warrants

Units

We may offer and sell from time to time, in one or more series or issuances and on terms that we will determine at the
time of the offering, any combination of the securities described in this prospectus, up to an aggregate amount of
$75,000,000.

We will provide specific terms of any offering in a supplement to this prospectus. Any prospectus supplement may
also add, update, or change information contained in this prospectus. You should carefully read this prospectus and
the applicable prospectus supplement as well as the documents incorporated or deemed to be incorporated by
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reference in this prospectus before you purchase any of the securities offered hereby.

These securities may be offered and sold in the same offering or in separate offerings; to or through underwriters,
dealers, and agents; or directly to purchasers. The names of any underwriters, dealers, or agents involved in the sale of
our securities, their compensation and any over-allotment options held by them will be described in the applicable
prospectus supplement. See “Plan of Distribution.”

Our common stock is listed on the Nasdaq Capital Market under the symbol “PPSIL.” On March 17, 2014, the last
reported sale price of our common stock was $8.97 per share. We recommend that you obtain current market
quotations for our common stock prior to making an investment decision. We will provide information in any
applicable prospectus supplement regarding any listing of securities other than shares of our common stock on any
securities exchange.

As of March 17, 2014, the aggregate market value of our outstanding common stock held by non-affiliates, or
the public float, was approximately $22.5 million, which was calculated based on 2,505,000 shares of our
outstanding common stock held by non-affiliates and a price of $8.97 per share, the last reported sale price for
our common stock on March 17, 2014. We have not offered any securities pursuant to General Instruction I.B.6
of Form S-3 during the 12 calendar months prior to and including the date of this prospectus.

You should carefully read this prospectus, any prospectus supplement relating to any specific offering of
securities, and all information incorporated by reference herein and therein.

Investing in our securities involves a high degree of risk. These risks are discussed in this prospectus under
“Risk Factors” beginning on page 5 and in the documents incorporated by reference into this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

The date of this prospectus is , 2014
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the Securities and Exchange
Commission using a “shelf” registration process. Under this shelf process, we may, from time to time, sell any
combination of the securities described in this prospectus in one or more offerings up to a total amount of
$75,000,000.

This prospectus provides you with a general description of the securities we may offer. Each time we sell securities,
we will provide a prospectus supplement that will contain specific information about the terms of that offering. The
prospectus supplement may also add to, update or change information contained in the prospectus and, accordingly, to
the extent inconsistent, information in this prospectus is superseded by the information in the prospectus supplement.

The prospectus supplement to be attached to the front of this prospectus may describe, as applicable: the terms of the
securities offered; the public offering price; the price paid for the securities; net proceeds; and the other specific terms
related to the offering of the securities.

You should only rely on the information contained or incorporated by reference in this prospectus and any prospectus
supplement or issuer free writing prospectus relating to a particular offering. No person has been authorized to give
any information or make any representations in connection with this offering other than those contained or
incorporated by reference in this prospectus, any accompanying prospectus supplement and any related issuer free
writing prospectus in connection with the offering described herein and therein, and, if given or made, such
information or representations must not be relied upon as having been authorized by us. Neither this prospectus nor
any prospectus supplement nor any related issuer free writing prospectus shall constitute an offer to sell or a
solicitation of an offer to buy offered securities in any jurisdiction in which it is unlawful for such person to make
such an offering or solicitation. This prospectus does not contain all of the information included in the registration
statement. For a more complete understanding of the offering of the securities, you should refer to the registration
statement, including its exhibits.

You should read the entire prospectus and any prospectus supplement and any related issuer free writing prospectus,
as well as the documents incorporated by reference into this prospectus or any prospectus supplement or any related
issuer free writing prospectus, before making an investment decision. Neither the delivery of this prospectus or any
prospectus supplement or any issuer free writing prospectus nor any sale made hereunder shall under any
circumstances imply that the information contained or incorporated by reference herein or in any prospectus
supplement or issuer free writing prospectus is correct as of any date subsequent to the date hereof or of such
prospectus supplement or issuer free writing prospectus, as applicable. You should assume that the information
appearing in this prospectus, any prospectus supplement or any document incorporated by reference is accurate only
as of the date of the applicable documents, regardless of the time of delivery of this prospectus or any sale of
securities. Our business, financial condition, results of operations and prospects may have changed since that date.
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PROSPECTUS SUMMARY

This summary provides an overview of selected information contained elsewhere or incorporated by reference in this
prospectus and does not contain all of the information you should consider before investing in our securities. You
should carefully read the prospectus, the information incorporated by reference and the registration statement of
which this prospectus is a part in their entirety before investing in our securities, including the information discussed
under “Risk Factors” in this prospectus and the documents incorporated by reference and our financial statements
and notes thereto that are incorporated by reference in this prospectus. As used in this prospectus, unless the context

otherwise indicates, the terms “we,” “our,” “us,” or “the Company” refer to Pioneer Power Solutions, Inc., a
Delaware corporation, and its subsidiaries taken as a whole.

The Company

We manufacture specialty electrical transmission and distribution equipment and provide a broad range of
custom-engineered and general purpose solutions for applications in the utility, industrial and commercial markets.
Our product lines include a wide range of liquid-filled and dry-type power, distribution and specialty electrical
transformers, which are magnetic products used in the control and conditioning of electrical current for critical
processes. Through acquisitions completed during 2013, we expanded our product range to include certain classes of
low and medium voltage switchgear and control systems. Generally, this equipment is used to distribute, monitor and
control the flow of electricity, while isolating and protecting critical equipment such as transformers, motors and other
machinery. We believe demand for our products will continue to increase based on the aging and overburdened power
grid in North America, increasing use of on-site distributed generation and renewables and rapid expansion in critical
power needs. We are headquartered in Fort Lee, New Jersey and operate from eight additional locations in the U.S.,
Canada and Mexico for manufacturing, centralized distribution, engineering, sales and administration.

Our largest customers are primarily located in North America and include many recognized national and regional
utilities, industrial companies and engineering, procurement and construction (EPC) firms. In 2013, our two largest
customers were Hydro-Quebec Utility Company and Siemens Industry, Inc., both of which have been customers of
ours for more than 10 years. In addition, we sell our products to hundreds of electrical distributors served by our direct
sales force, independent sales representatives and by our network of independently-operated stocking locations
throughout the U.S. We intend to grow our business through acquisitions and internal product development by
increasing the scope of highly-engineered solutions we offer our customers for their electrical applications.

Corporate and Other Information

11
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We were originally formed in the State of Nevada in 2008. On November 30, 2009, we merged with and into Pioneer
Power Solutions, Inc., a Delaware corporation, for the sole purpose of changing our state of incorporation from
Nevada to Delaware and changing our name to ‘“Pioneer Power Solutions, Inc.” Our principal executive offices are
located at 400 Kelby Street, 9th Floor, Fort Lee, New Jersey, 07024. Our telephone number is (212) 867-0700. Our
website address is www.pioneerpowersolutions.com. Information on or accessed through our website is not
incorporated into this prospectus and is not a part of this prospectus.

The Securities We May Offer

We may offer up to $75,000,000 of common stock, preferred stock, warrants and/or units in one or more offerings and
in any combination. This prospectus provides you with a general description of the securities we may offer. A
prospectus supplement, which we will provide each time we offer securities, will describe the specific amounts, prices
and terms of these securities.

Common Stock

We may issue shares of our common stock from time to time. The holders of our common stock are entitled to one
vote per share. Our certificate of incorporation does not provide for cuamulative voting. The holders of our common
stock are entitled to receive ratably such dividends, if any, as may be declared by our board of directors out of legally
available funds; however, the current policy of our board of directors is to retain earnings, if any, for operations and
growth. Upon liquidation, dissolution or winding-up, the holders of our common stock are entitled to share ratably in
all assets that are legally available for distribution. The holders of our common stock have no preemptive,
subscription, redemption or conversion rights. The rights, preferences and privileges of holders of our common stock
are subject to, and may be adversely affected by, the rights of the holders of any series of preferred stock, which may
be designated solely by action of our board of directors and issued in the future.

12
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Preferred Stock

We may issue shares of our preferred stock from time to time, in one or more series. Our board of directors will
determine the rights, preferences, privileges and restrictions of the preferred stock, including dividend rights,
conversion rights, voting rights, terms of redemption, liquidation preferences, sinking fund terms and the number of
shares constituting any series or the designation of such series, without any further vote or action by stockholders.
Convertible preferred stock will be convertible into our common stock or exchangeable for our other securities.
Conversion may be mandatory or at your option or both and would be at prescribed conversion rates.

If we sell any series of preferred stock under this prospectus and applicable prospectus supplements, we will fix the
rights, preferences, privileges and restrictions of the preferred stock of such series in the certificate of designation
relating to that series. We will file as an exhibit to the registration statement of which this prospectus is a part, or will
incorporate by reference from reports that we file with the Securities and Exchange Commission, the form of any
certificate of designation that describes the terms of the series of preferred stock we are offering before the issuance of
the related series of preferred stock. We urge you to read the applicable prospectus supplement related to the series of
preferred stock being offered, as well as the complete certificate of designation that contains the terms of the
applicable series of preferred stock.

Warrants

We may issue warrants for the purchase of common stock or preferred stock in one or more series. We may issue
warrants independently or together with common stock or preferred stock, and the warrants may be attached to or
separate from these securities. We will evidence each series of warrants by warrant certificates that we will issue
under a separate agreement. We may enter into warrant agreements with a bank or trust company that we select to be
our warrant agent. We will indicate the name and address of the warrant agent in the applicable prospectus supplement
relating to a particular series of warrants.

In this prospectus, we have summarized certain general features of the warrants. We urge you, however, to read the
applicable prospectus supplement related to the particular series of warrants being offered, as well as the warrant
agreements and warrant certificates that contain the terms of the warrants. We will file as exhibits to the registration
statement of which this prospectus is a part, or will incorporate by reference from reports that we file with the
Securities and Exchange Commission, the form of warrant agreement or warrant certificate containing the terms of the
warrants we are offering before the issuance of the warrants.

13
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Units

We may issue units consisting of common stock, preferred stock and/or warrants for the purchase of common stock or
preferred stock in one or more series. In this prospectus, we have summarized certain general features of the units. We
urge you, however, to read the applicable prospectus supplement related to the series of units being offered, as well as
the unit agreements that contain the terms of the units. We will file as exhibits to the registration statement of which
this prospectus is a part, or will incorporate by reference reports that we file with the Securities and Exchange
Commission, the form of unit agreement and any supplemental agreements that describe the terms of the series of
units we are offering before the issuance of the related series of units.

14
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RISK FACTORS

An investment in our securities involves a high degree of risk. The prospectus supplement applicable to each offering
of our securities will contain a discussion of the risks applicable to an investment in our securities. Before deciding
whether to invest in our securities, you should carefully consider the specific factors discussed under the heading “Risk
Factors” in the applicable prospectus supplement, together with all of the other information contained or incorporated
by reference in the prospectus supplement or appearing or incorporated by reference in this prospectus. You should
also consider the risks, uncertainties and assumptions discussed under Item 1A, “Risk Factors,” in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2013, which is incorporated herein by reference, as updated or
superseded by the risks and uncertainties described under similar headings in the other documents that are filed after
the date hereof and incorporated by reference into this prospectus and any prospectus supplement related to a
particular offering. The risks and uncertainties we have described are not the only ones we face. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial may also affect our operations. Past
financial performance may not be a reliable indicator of future performance, and historical trends should not be used

to anticipate results or trends in future periods. If any of these risks actually occurs, our business, business prospects,
financial condition or results of operations could be seriously harmed. This could cause the trading price of our
common stock to decline, resulting in a loss of all or part of your investment. Please also read carefully the section
below entitled “Special Note Regarding Forward-Looking Statements.”

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus, each prospectus supplement and the information incorporated by reference in this prospectus and
each prospectus supplement contain “forward-looking statements,” which include information relating to future events,
future financial performance, strategies, expectations, competitive environment and regulation. Words such as “may,”
“should,” “could,” “would,” “predicts,” “potential,” “continue,” “expects,” “anticipates,” “future,” “intends,” “plans,” “believe
similar expressions, as well as statements in future tense, identify forward-looking statements. Forward-looking
statements should not be read as a guarantee of future performance or results and will probably not be accurate
indications of when such performance or results will be achieved. Forward-looking statements are based on
information we have when those statements are made or our management’s good faith belief as of that time with
respect to future events, and are subject to risks and uncertainties that could cause actual performance or results to
differ materially from those expressed in or suggested by the forward-looking statements. Important factors that could
cause such differences include, but are not limited to:

9 ¢ LR INT3 LT3

General economic conditions and their effect on demand for electrical equipment, particularly in the commercial
-construction market, but also in the power generation, industrial production, data center, oil and gas, marine and
infrastructure industries.

The effects of fluctuations in sales on our business, revenues, expenses, net income, earnings per share, margins and
profitability.

15
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Many of our competitors are better established and have significantly greater resources, and may subsidize their
-competitive offerings with other products and services, which may make it difficult for us to attract and retain
customers.

We depend on Hydro-Quebec Utility Company and Siemens Industry, Inc. for a large portion of our business, and
-any change in the level of orders from Hydro-Quebec Utility Company or Siemens Industry, Inc., could have a
significant impact on our results of operations.

_The potential loss or departure of key personnel, including Nathan J. Mazurek, our chairman, president and chief
executive officer.

-Our ability to expand our business through strategic acquisitions.

-Our ability to integrate acquisitions and related businesses.

Our ability to generate internal growth, maintain market acceptance of our existing products and gain acceptance for
our new products.

16
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Unanticipated increases in raw material prices or disruptions in supply could increase production costs and adversely
affect our profitability.

Restrictive loan covenants and/or our ability to repay or refinance debt under our credit facilities could limit our
future financing options and liquidity position and may limit our ability to grow our business.

-Our ability to realize revenue reported in our backlog.

Operating margin risk due to competitive pricing and operating efficiencies, supply chain risk, material, labor or
overhead cost increases, interest rate risk and commodity risk.

-Strikes or labor disputes with our employees may adversely affect our ability to conduct our business.

A majority of our revenue and a significant portion of our expenditures are derived or spent in Canadian
dollars. However, we report our financial condition and results of operations in U.S. dollars. As a result,
fluctuations between the U.S. dollar and the Canadian dollar will impact the amount of our revenues and
earnings.

The impact of geopolitical activity on the economy, changes in government regulations such as income taxes, climate
-control initiatives, the timing or strength of an economic recovery in our markets and our ability to access capital
markets.

Our chairman controls a majority of our combined voting power, and may have, or may develop in the future,
interests that may diverge from yours.

-Future sales of large blocks of our common stock may adversely impact our stock price.

-The liquidity and trading volume of our common stock.

You should review carefully the section entitled “Risk Factors” beginning on page 5 of this prospectus for a discussion
of these and other risks that relate to our business and investing in our securities. The forward-looking statements
contained or incorporated by reference in this prospectus or any prospectus supplement are expressly qualified in their
entirety by this cautionary statement. We do not undertake any obligation to publicly update any forward-looking

17
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statement to reflect events or circumstances after the date on which any such statement is made or to reflect the
occurrence of unanticipated events.

USE OF PROCEEDS

Unless we specify another use in the applicable prospectus supplement, we will use the net proceeds from the sale of
the securities offered by us for general corporate purposes, which may include, among other things, debt repayment,
working capital and/or capital expenditures.

We may also use such proceeds to fund acquisitions of businesses, technologies or product lines that complement our
current business. We may set forth additional information on the use of net proceeds from the sale of the securities we
offer under this prospectus in a prospectus supplement related to a specific offering.

Investors are cautioned, however, that expenditures may vary substantially from these uses. Investors will be relying
on the judgment of our management, who will have broad discretion regarding the application of the proceeds of this
offering. The amounts and timing of our actual expenditures will depend upon numerous factors, including the amount
of cash generated by our operations, the amount of competition and other operational factors. We may find it
necessary or advisable to use portions of the proceeds from this offering for other purposes.

From time to time, we evaluate these and other factors and we anticipate continuing to make such evaluations to
determine if the existing allocation of resources, including the proceeds of this offering, is being optimized.
Circumstances that may give rise to a change in the use of proceeds include:

18
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. our ability to negotiate definitive agreement with acquisition candidates;
- the availability and terms of debt financing to fund a portion of the purchase price(s) for potential acquisitions;
the need or desire on our part to accelerate, increase or eliminate existing initiatives due to, among other things,

"changing market conditions and competitive developments; and
the availability of other sources of cash including cash flow from operations and new bank debt financing

'arrangements, if any.

Pending other uses, we intend to invest the proceeds to us in investment-grade, interest-bearing securities such as
money market funds, certificates of deposit, or direct or guaranteed obligations of the U.S. government, or hold as
cash. We cannot predict whether the proceeds invested will yield a favorable, or any, return.

19
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DESCRIPTION OF CAPITAL STOCK

The following description of common stock and preferred stock summarizes the material terms and provisions of the
common stock and preferred stock that we may offer under this prospectus, but is not complete. For the complete
terms of our common stock and preferred stock, please refer to our amended and restated certificate of incorporation,
as amended, any certificates of designation for our preferred stock, and our amended and restated bylaws, as may be
amended from time to time. While the terms we have summarized below will apply generally to any future common
stock or preferred stock that we may offer, we will describe the specific terms of any series of preferred stock in more
detail in the applicable prospectus supplement. If we so indicate in a prospectus supplement, the terms of any
preferred stock we offer under that prospectus supplement may differ from the terms we describe below.

We have authorized 35,000,000 shares of capital stock, par value $0.001 per share, of which 30,000,000 are shares of
common stock and 5,000,000 are shares of “blank check” preferred stock. On March 18, 2014, there were 7,172,255
shares of common stock issued and outstanding and no shares of preferred stock issued and outstanding. The
authorized and unissued shares of common stock and the authorized and undesignated shares of preferred stock are
available for issuance without further action by our stockholders, unless such action is required by applicable law or
the rules of any stock exchange on which our securities may be listed. Unless approval of our stockholders is so
required, our board of directors does not intend to seek stockholder approval for the issuance and sale of our common
stock or preferred stock.

Common Stock

The holders of our common stock are entitled to one vote per share. Our certificate of incorporation does not provide
for cumulative voting. The holders of our common stock are entitled to receive ratably such dividends, if any, as may
be declared by our board of directors out of legally available funds; however, the current policy of our board of
directors is to retain earnings, if any, for operations and growth. Upon liquidation, dissolution or winding-up, the
holders of our common stock are entitled to share ratably in all assets that are legally available for distribution. The
holders of our common stock have no preemptive, subscription, redemption or conversion rights. The rights,
preferences and privileges of holders of our common stock are subject to, and may be adversely affected by, the rights
of the holders of any series of preferred stock, which may be designated solely by action of our board of directors and
issued in the future.

The transfer agent and registrar for our common stock is Action Stock Transfer Corp. The transfer agent’s address is
2469 E. Fort Union Blvd., Suite 214, Salt Lake City, Utah 84121. Our common stock is listed on the Nasdaq Capital
Market under the symbol “PPSIL.”
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Preferred Stock

The board of directors is authorized, subject to any limitations prescribed by law, without further vote or action by the
stockholders, to issue from time to time shares of preferred stock in one or more series. Each such series of preferred
stock shall have such number of shares, designations, preferences, voting powers, qualifications, and special or
relative rights or privileges as shall be determined by the board of directors, which may include, among others,
dividend rights, voting rights, liquidation preferences, conversion rights and preemptive rights. Issuance of preferred
stock by our board of directors may result in such shares having dividend and/or liquidation preferences senior to the
rights of the holders of our common stock and could dilute the voting rights of the holders of our common stock.

Prior to the issuance of shares of each series of preferred stock, the board of directors is required by the Delaware
General Corporation Law and our certificate of incorporation to adopt resolutions and file a certificate of designation
with the Secretary of State of the State of Delaware. The certificate of designation fixes for each class or series the
designations, powers, preferences, rights, qualifications, limitations and restrictions, including, but not limited to,
some or all of the following:
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the number of shares constituting that series and the distinctive designation of that series, which number may be
-increased or decreased (but not below the number of shares then outstanding) from time to time by action of the
board of directors;

_the dividend rate and the manner and frequency of payment of dividends on the shares of that series, whether
dividends will be cumulative, and, if so, from which date;

_whether that series will have voting rights, in addition to any voting rights provided by law, and, if so, the terms of
such voting rights;

whether that series will have conversion privileges, and, if so, the terms and conditions of such conversion, including
provision for adjustment of the conversion rate in such events as the board of directors may determine;

-whether or not the shares of that series will be redeemable, and, if so, the terms and conditions of such redemption;

whether that series will have a sinking fund for the redemption or purchase of shares of that series, and, if so, the
terms and amount of such sinking fund;

whether or not the shares of the series will have priority over or be on a parity with or be junior to the shares of any
other series or class in any respect;

the rights of the shares of that series in the event of voluntary or involuntary liquidation, dissolution or winding up of
the corporation, and the relative rights or priority, if any, of payment of shares of that series; and

any other relative rights, preferences and limitations of that series.

Once designated by our board of directors, each series of preferred stock may have specific financial and other terms
that will be described in a prospectus supplement. The description of the preferred stock that is set forth in any
prospectus supplement is not complete without reference to the documents that govern the preferred stock. These
include our certificate of incorporation and any certificates of designation that our board of directors may adopt.

All shares of preferred stock offered hereby will, when issued, be fully paid and nonassessable, including shares of
preferred stock issued upon the exercise of preferred stock warrants or subscription rights, if any.
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Although our board of directors has no intention at the present time of doing so, it could authorize the issuance of a
series of preferred stock that could, depending on the terms of such series, impede the completion of a merger, tender
offer or other takeover attempt.
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Registration Rights

In connection with our $5 million private placement of common stock on December 2, 2009, we agreed to use our
best efforts to file a registration statement with the Securities and Exchange Commission on or before February 1,
2010 covering the resale of the shares of common stock issued in such private placement, and to cause such
registration statement to be declared effective by the Securities and Exchange Commission on or before May 31,
2010. As required, we filed a registration statement on January 25, 2010, which was originally declared effective on
April 20, 2010 and remains in effect.

We granted to Provident Pioneer Partners, L.P. and Genesis Capital Advisors, LLC piggyback registration rights,
pursuant to which we agreed to register the shares of common stock issuable upon the exercise of the warrants held by
them in the event that we determined to prepare and file a registration statement with the Securities and Exchange
Commission relating to an offering of any of our equity securities for our own account or the account of others under
the Securities Act of 1933, as amended, subject to certain exemptions. These shares were included in the effective
registration statement described above.

Delaware Anti-Takeover Law and Provisions of our Certificate of Incorporation and Bylaws

Delaware Anti-Takeover Law

We are subject to Section 203 of the Delaware General Corporation Law. Section 203 generally prohibits a public
Delaware corporation from engaging in a “business combination” with an “interested stockholder” for a period of three
years after the date of the transaction in which the person became an interested stockholder, unless:

prior to the date of the transaction, the board of directors of the corporation approved either the business combination
or the transaction which resulted in the stockholder becoming an interested stockholder;

the interested stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the
transaction commenced, excluding for purposes of determining the number of shares outstanding (i) shares owned by
-persons who are directors and also officers and (ii) shares owned by employee stock plans in which employee
participants do not have the right to determine confidentially whether shares held subject to the plan will be tendered
in a tender or exchange offer; or
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on or subsequent to the date of the transaction, the business combination is approved by the board and authorized at
-an annual or special meeting of stockholders, and not by written consent, by the affirmative vote of at least 66 2/3%
of the outstanding voting stock which is not owned by the interested stockholder.

Section 203 defines a business combination to include:

any merger or consolidation involving the corporation and the interested stockholder;

any sale, transfer, pledge or other disposition involving the interested stockholder of 10% or more of the assets of the
corporation;

subject to exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the
corporation to the interested stockholder; or

_the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other financial
benefits provided by or through the corporation.

In general, Section 203 defines an interested stockholder as any entity or person beneficially owning 15% or more of
the outstanding voting stock of the corporation and any entity or person affiliated with, or controlling, or controlled
by, the entity or person. The term “owner” is broadly defined to include any person that, individually, with or through
that person’s affiliates or associates, among other things, beneficially owns the stock, or has the right to acquire the
stock, whether or not the right is immediately exercisable, under any agreement or understanding or upon the exercise
of warrants or options or otherwise or has the right to vote the stock under any agreement or understanding, or has an
agreement or understanding with the beneficial owner of the stock for the purpose of acquiring, holding, voting or
disposing of the stock.
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The restrictions in Section 203 do not apply to corporations that have elected, in the manner provided in Section 203,
not to be subject to Section 203 of the Delaware General Corporation Law or, with certain exceptions, which do not
have a class of voting stock that is listed on a national securities exchange or authorized for quotation on the Nasdaq
Stock Market or held of record by more than 2,000 stockholders. Our certificate of incorporation and bylaws do not
opt out of Section 203.

Section 203 could delay or prohibit mergers or other takeover or change in control attempts with respect to us and,
accordingly, may discourage attempts to acquire us even though such a transaction may offer our stockholders the
opportunity to sell their stock at a price above the prevailing market price.

Certificate of Incorporation and Bylaws

So long as Provident Pioneer Partners, L.P., which is controlled by Nathan J. Mazurek, maintains a majority of the
voting power of our common stock, Mr. Mazurek will effectively control all matters submitted to our stockholders for
a vote, as well as the overall management and direction of our company, which may have the effect of delaying,
deferring or discouraging another person from acquiring control of our company.

After such time that Provident Pioneer Partners, L.P. or any other entity controlled by Mr. Mazurek does not maintain
a majority of the voting power of our common stock, the provisions of our certificate of incorporation and bylaws may
delay or discourage transactions involving an actual or potential change in our control or change in our management,
including transactions in which stockholders might otherwise receive a premium for their shares, or transactions that
our stockholders might otherwise deem to be in their best interests. Therefore, these provisions could adversely affect
the price of our common stock. Among other things, our certificate of incorporation and bylaws:

_provide that special meetings of stockholders may be called only by our chairman, our president or by a resolution
adopted by a majority of our board of directors;

do not include a provision for cumulative voting in the election of directors. Under cumulative voting, a minority
stockholder holding a sufficient number of shares may be able to ensure the election of one or more directors. The
“absence of cumulative voting may have the effect of limiting the ability of minority stockholders to effect changes in
our board of directors; and

_allow us to issue, without stockholder approval, up to 5,000,000 shares of preferred stock that could adversely affect
the rights and powers of the holders of our common stock.
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As of March 18, 2014, there were 690,600 shares of common stock that may be issued upon exercise of outstanding
warrants.

We may issue warrants for the purchase of common stock or preferred stock in one or more series. We may issue
warrants independently or together with common stock or preferred stock, and the warrants may be attached to or
separate from these securities.

We will evidence each series of warrants by warrant certificates that we may issue under a separate agreement. We
may enter into a warrant agreement with a warrant agent. Each warrant agent may be a bank that we select which has
its principal office in the United States. We may also choose to act as our own warrant agent. We will indicate the
name and address of any such warrant agent in the applicable prospectus supplement relating to a particular series of
warrants.
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We will describe in the applicable prospectus supplement the terms of the series of warrants, including:

the offering price and aggregate number of warrants offered;

if applicable, the designation and terms of the securities with which the warrants are issued and the number of
warrants issued with each such security or each principal amount of such security;

- if applicable, the date on and after which the warrants and the related securities will be separately transferable;

in the case of warrants to purchase common stock or preferred stock, the number or amount of shares of common
-stock or preferred stock, as the case may be, purchasable upon the exercise of one warrant and the price at which and
currency in which these shares may be purchased upon such exercise;

the manner of exercise of the warrants, including any cashless exercise rights;

the warrant agreement under which the warrants will be issued;

the effect of any merger, consolidation, sale or other disposition of our business on the warrant agreement and the
warrants;

anti-dilution provisions of the warrants, if any;
the terms of any rights to redeem or call the warrants;
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