Edgar Filing: LANTRONIX INC - Form PRE 14A

LANTRONIX INC
Form PRE 14A
September 29, 2009
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A
Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934 (Amendment No. )

Filed by the Registrant x

Filed by a Party other than the Registrant o

Check the appropriate box:

X Preliminary Proxy Statement

Confidential, for Use of the Commission Only (as permitted by
Rule 14a-6(e)(2))

Definitive Proxy Statement

Definitive Additional Materials

Soliciting Material Pursuant to §240.14a-12

© © © ©

LANTRONIX, INC.
(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

X No fee required.
0 Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and O-11.
€ Title of each class of securities to which transaction applies:
2) Aggregate number of securities to which transaction applies:
3) Per unit price or other underlying value of transaction
computed pursuant to Exchange Act Rule 0-11 (set forth the
amount on which the filing fee is calculated and state how it
was determined):
@) Proposed maximum aggregate value of transaction:
5 Total fee paid:
o Fee paid previously with preliminary materials.

Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and

identify the filing for which the offsetting fee was paid previously. Identify the previous filing
o by registration statement number, or the Form or Schedule and the date of its filing.

(1) Amount Previously Paid:

2) Form, Schedule or Registration Statement No.:



Edgar Filing: LANTRONIX INC - Form PRE 14A
3 Filing Party:

4) Date Filed:




Edgar Filing: LANTRONIX INC - Form PRE 14A

(This page intentionally left blank)



Edgar Filing: LANTRONIX INC - Form PRE 14A




Edgar Filing: LANTRONIX INC - Form PRE 14A

LANTRONIX, INC.

NOTICE OF 2009 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON NOVEMBER 18, 2009
9:00 A.M. PACIFIC STANDARD TIME

Dear Stockholder:

We will hold our 2009 Annual Meeting of Stockholders at 610 Newport Center Drive, Fifth Floor, Newport Beach,
California 92660, on Wednesday, November 18, 2009, at 9:00 a.m. Pacific Standard time for the following purposes:

1.To elect seven directors to serve until the 2010 Annual Meeting of Stockholders or until their successors are duly
elected or appointed;

2.To authorize the Board to implement, in its discretion, a reverse stock split of our outstanding shares of common
stock with a range of one-third to one-sixth of a share for each outstanding share of common stock, and to file an
amendment to our Certificate of Incorporation to effect such a reverse stock split;

3.To ratify the appointment of McGladrey & Pullen, LLP as our independent registered public accountants for the
fiscal year ending June 30, 2010; and

4. To transact such other business as may properly come before the Annual Meeting.

Any action on the items described above may be considered at the Annual Meeting at the time and on the date
specified above or at any time and date to which the Annual Meeting may be properly adjourned or postponed.

The foregoing business items are more fully described in the following pages, which are made part of this
Notice. Stockholders of record who owned our Common Stock at the close of business on September 23, 2009, are
entitled to attend and vote at the Annual Meeting. We are pleased to be using the U.S. Securities and Exchange
Commission rule that allows companies to furnish proxy materials to their stockholders primarily over the Internet.
We believe that this new process should expedite stockholders’ receipt of proxy materials, lower the costs of our
annual meeting and help to conserve natural resources. On October 9, 2009, we mailed our stockholders a notice
containing instructions on how to access our 2009 Proxy Statement (the “Proxy Statement”) and Annual Report on Form
10-K (“Form 10-K”) and vote online. The notice also included instructions on how to receive a paper copy of your
annual meeting materials, including the notice of annual meeting, Proxy Statement and proxy card. If you received
your annual meeting materials by mail, the notice of annual meeting, Proxy Statement and proxy card were enclosed.
If you received your annual meeting materials via e-mail, the e-mail contained voting instructions and links to the
Annual Report and the Proxy Statement on the Internet, which are both available at www.proxyvote.com .

All stockholders are cordially invited to attend the meeting in person. Even if you plan to attend the meeting, please
cast your vote as instructed in the Notice of Internet Availability of Proxy Materials as promptly as possible. If you
choose to receive paper copies of your proxy materials, including the proxy card, please complete, sign and date the
proxy card and return it promptly in the postage-paid return envelope in order to ensure that your vote will be counted
if you later decide not to, or are unable to, attend the meeting. Even if you have given your proxy, you may still attend
and vote in person at the meeting after revoking your proxy prior to the meeting.

Lewis Solomon
Chairman
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Board of Directors

Irvine, California
October 9, 2009
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LANTRONIX, INC.
Corporate Headquarters
15353 Barranca Parkway
Irvine, California 92618

(949) 453-3990
www.lantronix.com

PROXY STATEMENT FOR 2009 ANNUAL MEETING OF STOCKHOLDERS

Our Board of Directors solicits your Proxy (the “Proxy”) on behalf of Lantronix, Inc., a Delaware corporation, for use at
our 2009 Annual Meeting of Stockholders (the “Annual Meeting”) to be held on Wednesday, November 18, 2009, at
9:00 a.m. Pacific Standard time, and at any adjournment(s) thereof, for the purposes set forth herein and in the
accompanying Notice of Annual Meeting of Stockholders. The Annual Meeting will be held at our principal
executive offices located at 610 Newport Center Drive, Fifth Floor, Newport Beach, California 92660.

These “proxy materials,” which include the Proxy Statement, Notice of Internet Availability of Proxy Materials (the
“Notice of Internet Availability”), Proxy, letter to stockholders and Form 10-K, were first made available on or about
October 9, 2009, to all stockholders entitled to vote at the Annual Meeting. In this Proxy Statement, we refer to the
fiscal year ended June 30, 2009 as the 2009 fiscal year.

INFORMATION CONCERNING SOLICITATION AND VOTING AT THE ANNUAL MEETING
Notice of Internet Availability of Proxy Materials

Pursuant to rules recently adopted by the U.S. Securities and Exchange Commission (“SEC”), we are providing access
to our proxy materials over the Internet. We are sending a Notice of Internet Availability to our stockholders of
record and our beneficial owners. All stockholders will have the option to access the proxy materials on the website
referred to in the Notice of Internet Availability or to request a printed set of the proxy materials. Instructions on how
to access the proxy materials over the Internet or to request a printed copy of the proxy materials are included in the
Notice of Internet Availability. You may also request to receive proxy materials in printed form by mail or
electronically by e-mail on an ongoing basis.

Record Date

Stockholders of record at the close of business on September 23, 2009 (the “Record Date”) are entitled to notice of the
Annual Meeting and to vote at the Annual Meeting. Presence in person or by proxy of a majority of the shares of
common stock outstanding on the Record Date is required for a quorum. As of the close of business on the Record
Date, 61,689,246 shares of our common stock were outstanding and were the only class of voting securities
outstanding. Each share is entitled to one vote on any matter that may be presented for consideration and action by
the stockholders at the Annual Meeting.

Electronic Access to Proxy Materials

The Notice of Internet Availability will provide you with instructions on how to:

* View on the Internet the proxy materials for our Annual Meeting; and
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* Instruct us to send our future proxy materials to you electronically by e-mail.

Choosing to receive future proxy materials by e-mail will save us the cost of printing and mailing the proxy materials
to you and will reduce the environmental impact of our Annual Meeting. If you choose to receive future proxy
materials by e-mail, you will receive an e-mail next year with instructions including a link to the proxy materials and a
link to the proxy voting site. Your election to receive proxy materials by e-mail will remain in effect until you
terminate it.

12
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Street Name Holdings

Most stockholders hold their shares through a broker, trustee or other nominee rather than directly in their own
name. If you do hold shares directly in your name with our transfer agent, BNY Mellon Shareowner Services, you are
considered the stockholder of record with respect to those shares and we are sending these proxy materials directly to
you. As a stockholder of record, you have the right to grant your voting proxy directly to the named proxy holder or
to vote in person at the Annual Meeting. If your shares are held in a brokerage account or by a trustee or other
nominee, you are considered the beneficial owner of these shares held in “street name,” and these proxy materials are
being made available to you together with a voting instruction card, by your broker, trustee or nominee. As the
beneficial owner, you have the right to direct your broker, trustee or nominee how to vote. You are also entitled to
attend the Annual Meeting; however, you may not vote these shares in person at the Annual Meeting unless you
obtain a “legal proxy” from the broker, trustee or nominee that holds your shares giving you the right to vote the shares
in person at the Annual Meeting.

Revocability of Proxies

Any stockholder has the power to revoke his or her Proxy or voting instructions at any time before the Annual
Meeting. If you are a stockholder of record, you may revoke your Proxy (i) by submitting a written notice of
revocation to Lantronix, Inc., 15353 Barranca Parkway, Irvine, California 92618, Attention: Corporate Secretary, (ii)
by submitting a duly executed written Proxy bearing a later date to change your vote, or (iii) by providing new voting
instructions to your broker, trustee or nominee. A Proxy will not be voted if the stockholder of record who executed it
is present at the Annual Meeting and votes the shares represented by the Proxy in person at the Annual Meeting. For
shares you hold beneficially in street name, you may change your vote by submitting new voting instructions to your
broker, trustee or nominee, or, if you have obtained a legal proxy from your broker, trustee or nominee giving you the
right to vote your shares, by attending the Annual Meeting and voting in person.

Our Voting Recommendations
The Board of Directors recommends that you vote:
e  “FOR” the nominees named herein to serve as directors until the 2010 Annual Meeting of Stockholders;
¢ “FOR” the authorization of the Board to implement, in its discretion, a reverse stock split of our outstanding shares of
common stock with a range of one-third of a share to one-sixth of a share for each outstanding share of common

stock, and to file an amendment to our Certificate of Incorporation to effect such a reverse stock split; and

¢“FOR?” the ratification of the appointment of McGladrey & Pullen, LLP as our independent registered public
accountants for the fiscal year ending June 30, 2010.

Voting and Solicitation

Each share of common stock outstanding on the Record Date will be entitled to one vote on all matters presented at
the Annual Meeting. Stockholders do not have the right to cumulate their votes in the election of directors. Voting
results will be tabulated by Broadridge, Inc., our proxy services provider, and certified by the Inspector of Eelctions.
By signing and returning the Proxy or voting instruction card according to the enclosed instructions, you are enabling

Reagan Sakai, our Chief Financial Officer and Secretary, and Ronald Irick, our Senior Corporate Counsel, who are
named on the Proxy as “proxy holders,” to vote your shares at the meeting in the manner you indicate. We encourage
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you to sign and return the Proxy even if you plan to attend the meeting. In this way, your shares will be voted even if
you are unable to attend the Annual Meeting.

Each valid Proxy will be voted according to the stockholder’s direction. If no direction is given, the Proxy will be
voted: (i) "FOR” the election of each of the nominees for director named herein; (i1) “FOR” the ratification of the
appointment of McGladrey & Pullen, LLP as our independent registered public accountants for the fiscal year ending
June 30, 2010; and (iii) “FOR” the authorization of the Board to implement, in its discretion, a reverse stock split of our
outstanding shares of common stock with a range of one-third of a share to one-sixth of a share for each outstanding
share of common stock, and to file an amendment to our Certificate of Incorporation to effect such a reverse stock
split. No business other than that set forth in the accompanying Notice of Annual Meeting of Stockholders is
expected to come before the Annual Meeting. Should any other matter requiring a vote of stockholders properly arise,

the persons named on the Proxy will have discretionary authority to vote all proxies received with respect to such
matters in accordance with their judgment.

14
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We will pay the costs of soliciting proxies from stockholders, including the preparation, assembly, Internet posting,
printing and mailing of proxy solicitation materials. We will provide copies of solicitation materials to banks,
brokerage houses, fiduciaries and custodians holding in their names shares of common stock beneficially owned by
others with instructions to forward these materials to the beneficial owners of common stock. We may reimburse
brokerage firms and other such persons representing beneficial owners of common stock for their expenses in
forwarding solicitation materials to such beneficial owners. Proxies may be solicited by certain of our directors,
officers and employees, without additional compensation, personally or by telephone, telegram, letter or facsimile.

Householding

In an effort to reduce printing costs and postage fees, we have adopted a practice approved by the SEC called
“householding.” Under this practice, stockholders who have the same address and last name and do not participate in
electronic delivery of proxy materials will receive only one copy of these proxy materials unless one or more of these
stockholders notifies us that they wish to continue receiving individual copies. Stockholders who participate in
householding will continue to receive separate proxy cards.

If you share an address with another stockholder and received only one set of proxy materials and would like to
request a separate copy of these materials and/or future proxy materials, please send your request to: Lantronix, Inc.,
15353 Barranca Parkway, Irvine, California 92618, Attention: Investor Relations, visit our website at
www.lantronix.com, or contact Investor Relations by phone at (949) 453-3990. You may also contact us if you
received multiple copies of the proxy materials and would prefer to receive a single copy in the future.

Householding does not apply with respect to the Notice of Internet Availability. Each stockholder who participates in
electronic delivery of proxy materials will receive an individual Notice of Internet Availability.

Quorum; Abstentions; Broker Non-Votes

The holders of a majority of the shares of common stock outstanding on the Record Date and entitled to vote
at the Annual Meeting, present in person or represented by proxy, will constitute a quorum for the transaction of
business at the Annual Meeting and any adjournments or postponements thereof. If you submit a properly executed
Proxy or voting instruction card, even if you abstain from voting, your shares will be counted for purposes of
determining the presence or absence of a quorum. If a broker, trustee or other nominee indicates on a proxy that it
lacks discretionary authority to vote your shares on a particular matter, commonly referred to as “broker non-votes,”
those shares will also be counted for purposes of determining the presence of a quorum at the Annual Meeting.

For purposes of Proposal 1, the seven (7) nominees receiving the greatest number of valid votes will be
elected. Because directors are elected by plurality, withheld votes and broker non-votes will be entirely excluded
from the vote and will have no legal effect on the election of directors. Proposals 2 and 3 require the affirmative
approval of a majority of the shares present in person or represented by proxy and entitled to vote at the Annual
Meeting (the “Votes Cast”). For these purposes, abstentions with respect to a matter are treated as Votes Cast with
respect to such matter, so abstaining has the same effect as a negative vote.

Under the rules that govern brokers who have record ownership of shares that are held in “street name” for their clients,
who are the beneficial owners of the shares, brokers have discretion to vote these shares on routine matters but not on
non-routine matters. Thus, if you do not otherwise instruct your broker, the broker may turn in a Proxy voting your
shares “FOR” routine matters but expressly instructing that the broker is NOT voting on non-routine matters. The first
and third proposals discussed in these proxy materials are currently considered routine matters. A “broker non-vote”
occurs when a broker expressly instructs on a Proxy that it is not voting on a non-routine matter. Broker non-votes are
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The Board of Directors knows of no other matters to be presented for stockholder action at the annual meeting.
However, if other matters do properly come before the meeting or any adjournments or postponements thereof, the
Board of Directors intends that the persons named in the proxies will vote upon such matters in accordance with their
best judgment.

DEADLINE FOR RECEIPT OF STOCKHOLDER PROPOSALS

Requirements for Stockholder Proposals to be Considered for Inclusion in our 2010 Proxy Materials. Stockholders
may submit proposals appropriate for stockholder action at meetings of our stockholders in accordance with Rule
14a-8 under the Exchange Act. For such a proposal to be included in our proxy materials relating to the 2010 Annual
Meeting of Stockholders, all applicable requirements of Rule 14a-8 must be satisfied and such proposals must be
received by us no later than June 11, 2010, which is the one-year anniversary of 120 days prior to the mailing date of
this year’s proxy materials (expected to be October 9, 2009). Such proposals should be delivered to the attention of
our Secretary at Lantronix, Inc., 15353 Barranca Parkway, Irvine, California 92618, and we encourage you to send a
copy via e-mail to CorporateSecretary @lantronix.com. The submission of a stockholder proposal does not guarantee
that it will be included in our 2010 Proxy Statement.

Bylaw Requirements for Stockholder Proposals to be Brought Before the Annual Meeting. Our bylaws provide that,
except in the case of proposals made in accordance with Rule 14a-8, for stockholder nominations to the Board of
Directors or other proposals to be considered at an annual meeting, the stockholder must have given timely notice
thereof in writing to the Secretary at our Corporate Headquarters not less than 60 nor more than 120 days prior to the
date of the 2010 Annual Meeting. Note, however, that if we provide less than 70 days notice or prior public
disclosure to stockholders of the date of the 2010 Annual Meeting, any stockholder proposal or nomination not
submitted pursuant to Rule 14a-8 must be submitted to us not later than the close of business on the tenth day
following the day on which notice of the date of the meeting was mailed or public disclosure was made. For example,
if we provide public disclosure on September 18, 2010, of the date of our 2010 Annual Meeting on November 17,
2010, any such proposal or nomination will be considered untimely if submitted to us after September 28, 2010. As
described in our Bylaws, the stockholder submission must include certain specified information concerning the
proposal or nominee, as the case may be, and information as to the stockholder’s ownership of our common stock. We
will not entertain any proposals or nominations at the annual meeting that do not meet these requirements. If a
stockholder complies with the requirements of the notice provisions for stockholder nominations and or other
proposals as set forth in the bylaws, we may not exercise our discretionary voting authority under proxies that we hold
unless we conclude in our proxy statement a brief description of the matter and how we intend to exercise our
discretion to vote on such matter. To make a submission or to request a copy of our Bylaws, stockholders should
contact our Secretary via e-mail at CorporateSecretary @lantronix.com, or by mail to Attention: Corporate Secretary,
Lantronix, Inc., 15353 Barranca Parkway, Irvine, CA 92618. We strongly encourage stockholders to seek advice from
knowledgeable counsel before submitting a proposal or nomination.

CORPORATE GOVERNANCE
Nomination of Director Candidates

The Corporate Governance and Nominating Committee considers candidates for board membership, and recommends
director nominees to the independent members of the Board of Directors for consideration and approval. There are no
specific minimum qualifications that a director must possess to be nominated. However, the Corporate Governance
and Nominating Committee assesses the appropriate skills and characteristics of a nominee based on the composition
of the board as a whole and based on the nominee’s qualifications, such as independence, diversity, skills, age and
experience in such areas as operations, finance, marketing and sales.
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Any stockholder holding shares of our common stock continuously for at least 12 months prior to the date of the

submission of the recommendation may recommend a candidate for election to the Board of Directors by directing the

recommendation in writing by letter to Lantronix, Inc., 15353 Barranca Parkway, Irvine, California 92618, Attention:

Corporate Secretary. The recommendation must include the candidate’s name, home and business contact information,
detailed biographical data, relevant qualifications, a signed letter from the candidate confirming willingness to serve,

information regarding any relationships between the candidate and Lantronix and evidence of the recommending

stockholder’s ownership of our common stock. Such recommendations must also include a statement from the
recommending stockholder in support of the candidate, particularly within the context of the criteria for Board

membership, including issues of character, integrity, judgment, diversity of experience, independence, area of
expertise, corporate experience, length of service, potential conflicts of interest, other commitments and personal

references.
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In addition, a stockholder may nominate a person directly for election to our Board of Directors, provided the person
meets the requirements set forth in our bylaws and the rules and regulations of the SEC related to stockholder
proposals. The process for properly submitting a stockholder proposal, including a proposal to nominate a person for
election to our Board of Directors at an annual meeting, is described in the section entitled “Other Matters -
Stockholder Proposals.”

Board Meetings and Committees

Our Board of Directors currently consists of seven directors, the majority of whom the Board has determined are
independent under the requirements of the Nasdaq Stock Market and applicable SEC rules. Mr. Howard T. Slayen,
Mr. Curtis Brown, Mr. Larry Sanders, Mr. Lewis Solomon and Mr. Thomas M. Wittenschlaeger were all deemed
independent under the requirements of the Nasdaq Stock Market and applicable SEC rules. The Board of Directors
held a total of seven meetings during the 2009 fiscal year, and it met without the presence of management for a
portion of each meeting. During the year certain matters were approved by the Board of Directors, or a Committee of
the Board of Directors, by unanimous written consent. During fiscal year 2009 the Board of Directors had four
standing committees, the Audit Committee, the Compensation Committee, the Corporate Governance and Nominating
Committee and the recently dissolved Risk Assessment and Strategy Committee. Each Committee has a written
charter approved by the Board of Directors, which are available on our website at www.lantronix.com. In November
2008, the Risk and Strategy Committee was dissolved by the Board of Directors.

Primary Functions of the Board of Directors

Our Board of Directors oversees the conduct of our business by management and reviews our financial objectives,

major corporate plans, strategies, actions and major capital expenditures. Our directors are expected to promote the

best interests of our stockholders in terms of corporate governance, fiduciary responsibilities, compliance with laws

and regulations, and maintenance of accounting and financial controls. Our directors participate in the selection,

evaluation and, where appropriate, replacement of our chief executive officer. Directors also provide input to our chief

executive officer for the evaluation and recruitment of our principal senior executives. We strongly encourage all of

our directors to attend each annual meeting of stockholders. All seven directors attended the prior year’s annual
meeting

Each director attended 75% or more of the total number of meetings of our Board of Directors and the meetings of the
committees of the Board on which the director served during the 2009 fiscal year.

Audit Committee

The Audit Committee assists the Board of Directors in fulfilling its responsibilities for general oversight of the
integrity of our financial statements, its compliance with legal and regulatory requirements, the qualifications and
independence of the independent registered public accounting firm, the performance of the independent registered
public accounting firm, risk assessment and risk management, and finance and investment functions. Among other
matters, the Audit Committee prepares the Audit Committee Report for inclusion in the annual proxy statement;
annually reviews its charter and performance; appoints, evaluates and determines the compensation of the independent
registered public accounting firm; reviews and approves the audit fees and the financial statements; reviews our
disclosure controls and procedures, internal controls, information security policies and corporate policies with respect
to financial information and earnings guidance; oversees investigations into complaints concerning financial matters;
and reviews other risks that may have a significant impact on our financial statements. The Audit Committee has the
authority to obtain advice and assistance from, and receive appropriate funding for, outside legal, accounting or other
advisors as the Audit Committee deems necessary to carry out its duties. All committee members must be financially
literate, and at least one member shall have accounting or related financial management expertise. The fiscal year
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2009 Audit Committee was compromised of the following members: Mr. Howard Slayen (Chairperson), Mr. Larry
Sanders and Mr. Thomas M. Wittenschlaeger. Each member of the 2009 Audit Committee met the Nasdaq and SEC
requirements as to independence and financial knowledge. During fiscal year 2009 the Audit Committee met seven
times. Effective July 1, 2009, the Audit Committee continued to be comprised of Messrs. Slayen (Chairperson),

Sanders and Wittenschlaeger. The Board has determined that Mr. Slayen, Chairperson of the Audit Committee, is an
“audit committee financial expert” as defined by rules of the SEC. A copy of the Audit Committee Charter can be found
on our website, www.lantronix.com. The report of the Audit Committee is included on page 18 of this Proxy

Statement.
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Compensation Committee
The Compensation Committee reviews and determines salaries, performance-based incentives and other matters

relating to executive compensation and administers our stock option plans, including reviewing and granting stock
options to our executive officers. The Compensation Committee also reviews and determines vario

21



