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AXION POWER INTERNATIONAL, INC.
(A Delaware Corporation)

3601 Clover Lane, New Castle PA 16105
(724) 654-9300

NOTICE OF THE
ANNUAL MEETING OF STOCKHOLDERS

To the Stockholders of AXION POWER INTERNATIONALNC. (the “Company”):

The Axion Power International, Inc. Annual MeetiigStockholders (the “annual meeting”) will be held June 9, 2010, at Radisson Hotel
Sharon, 3377 New Castle Road, West Middlesex, P53 &t 10:00 AM, for the following purposes:

1. To elect 2 directors to serve until the expiratiditheir terms and thereafter until their succes$mve been duly elected and
qualified;

2. To ratify the selection of EFP Rotenberg, LLP,les €ompany’s independent registered public accogritim for the fiscal year
ending December 31, 201

3. To amend the Company’s Certificate of Incorporatimimcrease the number of authorized shares ofrf@mmStock from 100

million to 125 million; anc
4. To transact such other business as may be properiight before the annual meeting and any adjounhorepostponement there:

Any action on the items of business described albway be considered at the time and on the datéfigukbabove or at any other
time and date to which the annual meeting may bpepty adjourned or postponed.

Holders of record of the Company’s common stodkatclose of business on Friday, April 16, 201@ (tRecord Date”) , are
entitled to notice of, and to vote at, the Annuadiing. You are invited to attend the meeting. W&ebr not you plan to attend in person,
are urged to sign and return immediately the erdgsoxy in the envelope provided. No postagedsired if the envelope is mailed in the
United States. The proxy is revocable and will aiect your right to vote in person if you are acktolder of record and attend the meeting.
If your shares are held through an intermediarjhssca broker or bank, you should present progbaf ownership as of the record date,
such as a recent account statement reflectinghyaldings as of the record date, a copy of the gatistruction card provided by your broker,
trustee or nominee, or other similar evidence ofiesship.

A list of stockholders entitled to vote will be @eahle at the meeting and during ordinary busiresss for ten (10) days prior to the
meeting at our corporate offices, 3601 Clover LaN®y Castle, Pennsylvania 16105, for examinatioafy stockholder who is a stockholi
as of the Record Date for any legally valid purpadated to the meeting.

We encourage you to take an active role in theraftd your company by either attending the meeiimpgerson or by executing and
returning the enclosed proxy card.

By Order of the Board of Director

/sl Thomas Granvill:
THOMAS GRANVILLE
Chief Executive Officer
April__, 2010

To ensure your representation at the annual meetinglease fill in, sign, date and return the attache proxy using the enclosed
addressed envelope. By returning the enclosed proxyou will not affect your right to revoke doing soin writing or to cast your vote in
person should you later decide to attend the annuaheeting.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholdersto be Held on June 9, 2010:
The Proxy Statement and Annual Report on Form 10-Kor the year ended December 31, 2009 are availakdé
www.vfnotice.com/axion.




AXION POWER INTERNATIONAL, INC.
PROXY STATEMENT FOR THE
2010 ANNUAL MEETING OF STOCKHOLDERS
JUNE __, 2010
The enclosed proxy is solicited by the board ofctiors (the “board”) of Axion Power Internationi¢., a Delaware corporation
(“we,” “our” or “us”) for use in voting at the 201@nnual Meeting of Stockholders (the “annual megirio be held, on June 9, 2010, at

10:00 AM and at any adjournment thereof, for theppses set forth in the accompanying Notice of Aaidieeting of Stockholders. This
Proxy Statement and the accompanying proxy cartieirgy mailed to stockholders on or about May 2,20

TABLE OF CONTENTS
Voting Procedures Questions And Answers RegardingHis Proxy
Security Ownership Of Certain Beneficial Owners AndManagement
Proposal One: Election Of Directors
Corporate Governance

Proposal Two: Ratification of Selection of Independnt Registered Public Accounting Firm
for Fiscal Year 2010

Proposal Three: Amendment to Certificate of Incorration to Increase Authorized Shares
Principal Accountant Fees And Service:

Executive Compensatior

Director Compensation

Certain Relationships And Related Transaction:

Legal Proceedings

Section 16(A) Reporting

Other Business




Proxy Solicitation and Voting Information

We are paying the costs of solicitation, includihg cost of preparing and mailing this Proxy StaemProxies are being solicited
primarily by mail, but in addition, the solicitatidoy mail may be followed by solicitation in persan by telephone or facsimile, by our
regular employees without additional compensatida.will reimburse brokers, banks and other custmland nominees for their reasonable
out-of-pocket expenses incurred in sending proxtenels to our stockholders.

YOUR VOTE IS IMPORTANT. PLEASE VOTE AS SOON AS POSSBLE BY COMPLETING, SIGNING AND DATING THE
PROXY CARD ENCLOSED WITH THIS PROXY STATEMENT AND R ETURNING IT IN THE POSTAGE-PAID ENVELOPE
WE HAVE ENCLOSED FOR YOUR CONVENIENCE. PLEASE READ THE INSTRUCTIONS ON THE PROXY CARD
REGARDING YOUR VOTING OPTIONS.

Who May Vote?

If you were a stockholder on our records at theelof business on April 16, 2010, you may votdatannual meeting. On that day,
there were 84,653,302 shares of common stock issugdutstanding.

If your shares are held through an intermediarjnsasca broker or a bank, you will not be entitiedadte at the meeting unless you
present a proxy signed by the intermediary thatlestyou to vote in person. To simplify the votipgcess, the board of directors asks all
stockholders who hold shares through intermediade®mplete the proxy card and vote through therimediary, even if they intend to
attend the meeting in person.

How Many Votes Do | Have?

Holders of common stock are entitled to cast orte far each share held by them on the record @ateCertificate of Incorporation
and By-Laws do not provide for cumulative votingneTboard requests your proxy to insure that yoareshwill count toward a quorum and
be voted at the annual meeting.

How May | Vote?

In order to vote, you must either designate a ptoxyote on your behalf or attend the annual mgedimd vote your shares in person.
Stockholders who hold shares through intermediatiesild complete, sign, date and return their picadgs in the postage-paid envelope
provided.

How Will The Board Vote My Proxy?

A properly executed proxy received by our secrepaigr to the meeting, and not revoked, will beedas directed by the
stockholder. If you sign, date and return your proard without indicating how you want to vote, yauoxy will be voted as recommended
by the board. If you provide no specific directigour shares will be votedOR the election of the directors nominated by the 80a®OR the
ratification of the selection of EFP Rotenberg, BB our independent registered public accountingdndFOR the amendment to our
Certificate of Incorporation to increase authorisédres of Common Stock from 100 million to 125lioml. If any other matter should be
presented at the annual meeting upon which a vaieproperly be taken, the shares represented hyrttxg will be voted in accordance w
the judgment of the holders of the proxy.

How Can | Revoke My Proxy?

If you hold our shares in registered form, you rmhgnge your mind and revoke your proxy at any ti@#@re it is voted at the
meeting by:

. Sending a written revocation of your proxy to oecretary, which must be received by us before timeial meeting commences;




. Transmitting a proxy by mail at a later date thaaryprior proxy, which must be received by us befilve annual meeting
commences; ¢

. Attending the annual meeting and voting in persohyoproxy.

If you hold your shares through a broker or othégrimediary, you will need to contact your intermaeg if you wish to revoke your
proxy.

Voting Shares Held by Brokers, Banks and Other Nonmees

If you hold our shares in a broker, bank or othemimee account, you are a “beneficial owner” ofrehdhat are registered in “street
name.” In order to vote your shares, you must gisténg instructions to the bank, broker or othéeimediary that serves as the “nominee
holder” of your shares. We ask brokers, banks and otheimeaninolders to obtain voting instructions from Hemeficial owners of our shar
Proxies that are transmitted by nominee holdersedralf of beneficial owners will count toward a qumo and will be voted as instructed by
the nominee holder. If a beneficial owner failsrtstruct a broker or other nominee, his sharesnuatibe voted on any matter other than the
election of directors. The shares will, howeverybted by brokers and other nominee holders foetbetion of the directors nominated by
the board.

Upon What Matters Are Shareholders Entitled to Vote

Holders of common stock are entitled to vote omdtters brought before this Annual Meeting.
Required Quorum

Our By-Laws specify that the holders of a majodfyur outstanding shares entitled to vote will stitnte a quorum for purposes of
the meeting. This provision will require the holslef at least 42,326,652 shares of our common dtobk represented at the annual meeting
in person or by proxy.
Required Vote

With respect to the various proposals includedhis Proxy Statement:

. A plurality of the votes cast by holders of comnspock is required for the election of board of dioes. Tom Granville and
Robert Averill are the director nominees who armimated for these director positiol

. The affirmative vote of a majority of the votestthyg holders of our shares of common stock is meglio ratify the selection of
EFP Rotenberg, LLP, as our independent registeubtiggaccounting firm

. The affirmative vote of a majority of the votestchg holders of our shares of common stock is megiio approve the amendment to
our Certificate of Incorporation to increase théhatized shares of our Common Stock from 100 nmilli@ 125 million.

Any vote that is characterized as an abstentimoti€ounted as a vote cast. Broker non-votes éfatier to shares held for the benefit
of beneficial owners who do not provide voting istions are not counted as votes cast. Abstenéindsroker non-votes are, however,
considered as shares present at the meeting fpoges of determining the presence of a quorum.

We are not aware of any business that will be prtesefor consideration at the meeting other themtlatters described in this Proxy
Statement. If any other matters are properly brobgfore the meeting, the persons named on thesstproxy card will vote on such
matters in accordance with their best judgment.




Security Ownership Of Certain Beneficial Owners AndManagement

A copy of our Annual Report on Form 10-K for theayended December 31, 2009 is being furnisheddb 8tockholder with this Proxy
Statement.

On March 17, 2010, we had 84,653,302 shares of amrstock. The following table sets forth certaiformation with respect to the
beneficial ownership of our securities as of Mat@h 2010, for (i) each of our directors and exemutfficers; (ii) all of our directors and
executive officers as a group; and (jii) each pensbo we know beneficially owns more than 5% of common stock.

Beneficial ownership data in the table has beecutatled based on the Securities and Exchange Caiomisiles that require us to
identify all securities that are exercisable forconvertible into shares of our common stock witsiindays of March 17, 2010 and treat the
underlying stock as outstanding for the purposeoafiputing the percentage of ownership of the holder

Except as indicated by the footnotes following tidigle, and subject to applicable community proplentys, each person identified in the
table possesses sole voting and investment powlerasgpect to all capital stock held by that perddre address of each named executive
officer and director, unless indicated otherwisddmtnote, is c/o Axion Power International, In603 Clover Lane, New Castle PA 16105.

Warrant &
Options Combined

Common Stock (1) Ownership Percentage
Quercus Trust (2)
1835 Newport Blvd
A109 — PMB 467
Cosa Mesa, CA 92627 8,571,42! 10,000,00 18,571,422 19.6%
AWM Investment Company, Inc. (3)
Special Situations Cayman Fund LP (3)
527 Madison Avenue, Suite 2600
c/o Austin W Marxe & David M Greenhouse 1,754,38! — 1,754,38! 2.1%
AWM Investment Company, Inc. (3)
Special Situations Private Equity Fund
527 Madison Avenue, Suite 2600
c/o Austin W Marxe & David M Greenhouse 1,315,78! — 1,315,78! 1.€%
AWM Investment Company, Inc. (3)
Special Situations Technology Fund LP
527 Madison Avenue, Suite 2600
c/o Austin W Marxe & David M Greenhouse 798,24t — 798,24t 0.9%
AWM Investment Company, Inc. (3)
Special Situations Technology Fund Il LP
527 Madison Avenue, Suite 2600
c/o Austin W Marxe & David M Greenhouse 4,903,50! — 4,903,50! 5.8%
James E. Winner Jr. & Donna C Winner
JT TEN (4)
Winner Building, 32 West State Street,
Sharon, PA 16146 8,245,61. — 8,245,61. 9.7%
Manatuck Hill Partners, LLC (5)
1465 Post Road East
Westport, CT 06880 7,200,00! — 7,200,00! 8.5%
Hare & Co. (6)
Bank of New York Mellon,
One Wall Street, New York NY 10286
Attn Anthony V. Saviano
3rd floor / Window A 7,150,001 — 7,150,00!I 8.4%
Gelbaum, David (7) 8,571,42! 10,000,00 18,571,422 19.6%
Averill, Robert 3,772.05 1,249,18. 5,021,24; 5.8%
Glenn Patterson 2,812.00. 499,14! 3,311,14i 3.9%
Filipenko, Igor (8) 1,217,19 82,65¢ 1,299,85! 1.5%
Granville, Tom 696,59¢ 262,50( 959,09¢ 1.1%
Buiel, Edward 311,00( 165,00( 476,00( *
Nelson , Robert 36,00( 108,00( 144,00( @
Hillier, Donald 30,00( 95,00( 125,00( *
Wainwright, Walker — 13,55¢ 13,55¢ *
Schmidt, Howard — 37,50( 37,50( *
Hirschman, Stan — 30,00( 30,00( &
Kishinevsky, Michael — 29,50( 29,50( *

*

Bartlett, Joseph



Anthony, David — — _ *
Directors and officers as a group (14 pers: 17,446,28 12,572,04 30,018,322 30.9%




(1)
()
(2)

(4)

()

(6)
(7)

(8)

Less than 19

Represents shares of common stock issuable upocisxef warrants and options held by the stockérolldat are presently exercisable
or will become exercisable within 60 da

The trustees of The Quercus Trust are Mr. Davidb&@h and Ms. Monica Chavez Gelbaum, each with dharténg and

dispositive power over the shares held by thigt

AWM Investment Company, Inc. (“AWM”) the generalrpzer of and investment adviser to the Specialafibns Cayman Fund,

L.P. AWM also serves as the investment adviseBpecial Situations Private Equity Fund, L.P., $gde8ituations Technology Fund II,
L.P. and Special Situations Technology Fund, L.Bstih W. Marxe and David M. Greenhouse are thecjpal owners of AWM.
Through their control of AWM, Messrs. Marxe and &thouse share voting and investment power overdtéolio securities of each
of the funds listed abov

James E. Winner Jr. & Donna C Winner jointly shasng and dispositive power over the sha

Manatuck Hill Partners, LLC is an investment adviseting on behalf of its clients' accounts withiéatments in Manatuck Hill Scout
Fund, LP, Manatuck Hill Mariner Master Fund, LPdavanatuck Hill Navigator Master Fund, LP. Seward&i&sel LLP serves as the
legal representative for these accounts. Stevav@rIMark Broach share voting and dispositive poweer the share:

Hare & Co. is an investment advisor operating ethK., with offices in New York. Blackrock Invesemt Managers (UK) Ltd has
voting and dispositive power over the sha

The ownership reflected for David Gelbaum is thiialcand beneficial ownership of The Quercus Trughe trustees of The Quercus
Trust are Mr. David Gelbaum and Ms. Monica Chaveth@um, each with shared voting and dispositivegrawer the shares held by
this trust.

Includes 1,063,145 shares beneficially held byl§uor Filipenko, a former director, and 236,711 gisaoeneficially held by his wifi

PROPOSAL ONE

ELECTION OF DIRECTORS

The following table identifies the individuals whave been nominated to serve as directors; spetlifeeclass of stockholders who

will be entitled to vote with respect to their @len and specifies the annual meeting when their teem as a member of the board will
expire.

Director Nominees




Name To Be Elected By Term Expires (If Elected)

Robert Averill Common Stockholdel 2013
Thomas Granville Common Stockholdel 2013

If a nominee becomes unable to serve, the proxiésate for a board-designated substitute. TherBdeas no reason to believe that any
nominee will be unable to serve.

Voting on Director Nominees

A plurality of the votes cast by the holders of cammon stock is required for the election of Meséwerill and Granville for terms
of three years.

If you sign and return your proxy card, the indivéds named as proxies on the card will vote yoareshfor the election of the
nominees identified above unless you provide aitigructions. You may withhold authority for theogies to vote your shares on any or all
of the nominees by following the instructions oruyproxy card. If your shares are held in a brogeraccount, your broker will vote your
shares for the election of all nominees to be etkbly your applicable class unless you provideifipéastructions to your broker to the
contrary.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR EACH O F THE DIRECTOR NOMINEES.
Biographies of Directors and Director Nominees

The following biographies for our directors andedtor nominees include their recent employmengrodlirectorships, education,
year in which each joined the board and age alseoflate of this Proxy Statement. See "Principati®tolders" above for informatic
regarding the number and percentage of sharesr@@@mmon Stock beneficially owned by each nomireefaarch 17, 2010.

Director Nominees

Robert G. Averill, 70, standing for re-election, has served on our boédirectors since February 2004. Mr. Averill &ired and
principally involved in personal investments. Heveel as a director of Implex Corp., a New Jersesegtaleveloper and manufacturer of
orthopedic implants that he co-founded in 1991 thieth sold to Zimmer Holdings, Inc. From 1978 to 1.99Ir. Averill held a variety of
executive positions with Osteonics Corp., a devel@nd manufacturer of orthopedic implants thatdvéounded in 1978 and then sold to
Stryker Corporation. From 1971 to 1977, Mr. Aves#lrved as a director and held a variety of exeeytositions with Meditech Inc., a
developer and manufacturer of orthopedic implams he co-founded in 1971 and sold to 3M Corponaitiol 975. Mr. Averill holds 28
patents on a variety of orthopedic devices and riaddéeand he is the co-author of several publicetiin the field of orthopedics. Mr. Averill
holds two degrees from the Newark College of Engjimg (BS-mechanical engineering, 1962 and MS-a®ging management, 1966). The
Company has determined that Mr. Averill should seas a director due to his extensive engineeridgn@mufacturing background.

Thomas Granville, 65, standing for re-election, has served on our bo&directors since February 2004. Mr. Granvilleved as the
chairman of our board of directors from Februar@£2€hrough April 2005 when he agreed to accepttiie employment as our chief
executive officer. Mr. Granville served as the pent of a New York State elevator company thatsgeed in the installation and
maintenance of elevators, escalators, moving watkvaad other building transportation products. Giranville also served 15 years as
treasurer and ten years as the president of thedaElevator Industry Inc., a trade associatiat represents elevator manufacturers and
contractors, where his duties included labor negjotis for national contracts and oversight dutes $2.3 billion national pension fund. Mr.
Granville has also been a partner, or the genarsth@r, of a number of real estate partnershipsotvaed multi-family housing, commercial
real estate and a cable television company. Mm@ilia is a 1967 graduate of Canisus College. (BdsiBess Administration). The
Company has determined that Mr. Granville shoutdesas a director due to his position as seniocetkee officer of the Company, which
gives him valuable insight, as well as his priomagerial experience which provides unique insighttie Board into the operations of the
Company.




Continuing Directors

Michael Kishinevsky, 44, is an independent director who has served omoard since 2005. Mr. Kishinevsky is a Canadiarywvho
had been principally engaged in the practice gbarmte and commercial law from 1995 until 2005 hvéitparticular emphasis on the needs of
Toronto’s Russian speaking population. For fivergedr. Kishinevsky served as general legal coufseC&T. Mr. Kishinevsky currently
serves as a director of Sunrock Consulting Ltégmpany he co-founded in 1995, that specializélsdrimport and distribution of carbon
black and synthetic rubber. He is also the presided director of SunBoss Chemicals Corp., a catpmn specializing in chemical additives
for the custom rubber mixing industry. Mr. Kishirsgy is a 1989 graduate of the University of Calg@)5c. in Cellular, Molecular and
Microbial Biology and B.Sc. in Psychology) and @3Qraduate of the University of Ottawa Law Schddi. Kishinevsky was called to the
bar in the Ontario courts in 1995 and is a membé#neLaw Society of Upper Canada. The Companydessrmined that Mr. Kishinevsky
should serve as a director due to his legal backgt@s well as his import and distribution experéewhich provides expertise on the Board
with regard to product distribution.

Howard K. Schmidt, Ph.D, 51, is an independent director, who has served ooard of directors since April, 2005. Dr. Schnigt
presently employed as a Petroleum Engineering Gaméwat Saudi Aramco in Dhahran, Saudi Arabia tilkxugust 2009, Schmidt was a
Senior Research Fellow in the Department of Chenaicd Biomolecular Engineering at Rice UniversityHouston, Texas. Between
September, 2003 and March, 2008, he was the Exeddtiector of the Carbon Nanotechnology Laborafting “CNL") at Rice University.
Dr. Schmidt is an expert in the field of carbon at@echnology and single-wall carbon nanotubes. Bgfmning the CNL, Dr. Schmidt
operated Stump Partners, a Houston-based consyfiamcand was involved in two Internet ventures1989, Dr. Schmidt founded Sl
Diamond Technology, Inc., a company that receihedarestigious R&D 100 Award from Research and Dpraent Magazine in 1989,
went public in 1993, and recently changed its ntom&pplied Nanotech Holdings, Inc. Dr. Schmidt rotdo degrees from Rice University
(BS-Electrical Engineering, 1980 and Ph.D.-Chemijst886). The Company has determined that Dr. Stfhghould serve as a director due
to his unique and extremely invaluable technicalidedge in engineering.

Glenn Patterson 56, was appointed to our board of directors in Fetyr@804 and is currently elected to serve until 22t2 annual
meeting. He is currently president of HAP Inteioiaal Inc., an investment research and analysigeomy specializing in renewable and
smart grid applications. Mr. Patterson, in additio Axion Power International Inc., sits as adior on Wired Sun, a privately held
advanced PV thin film company and the Shopoff Pridge Trust Inc., a publicly held REIT. He is alsttive in community events and is a
member of the advisory board for the Oregon Chagftére Cystic Fibrosis Foundation. Until NovemB&04, Mr. Patterson was presiden
the Oregon Electric Group, an electrical power @uthnology services company based in Portland, @rdg September 2001, the Oregon
Electric Group of which Mr. Patterson was a maj@ner, was sold to Montana-Dakota Resources, whagerreubsidiaries includes
electrical power generating, utility and distritmticompanies with operations in 40 states. Mr.ePsdh graduated summa cum laude from
Willamette University (BS-Economics) in 1975. T@empany has determined that Mr. Patterson shoule: ses a director due to his
extensive background in power generation and éetpower areas.

Stanley A. Hirschman 63, was elected to our board of directors as an iedeépnt director at our 2006 annual meeting. Hedsiflent
and Director of Optex Systems Holdings, a manufactaf optical sighting systems and assembliesamilynfor Department of Defense
(DOD) applications. He is the former chairman aisthng Software, Inc. While at Mustang Software, Mrschman took a handsa role ir
the planning and execution of the strategic initeato increase stockholder value resulting inghecessful acquisition of the company by
Quintus Corporation. During the past five years, Mirschman has also sat on the following BoaBisvo Brands, 5G Wireless
Communications, iWorld Projects & Services, Dalr&itzancial, Datascension and South Texas Oil. rRoigpining Optex Systems in 2008
he was president of CPointe Associates, a managerasultancy. He has also held executive positidtts Software Etc., T.J. Maxx, Gap
Stores and Banana Republic. Mr. Hirschman is a neemmibthe National Association of Corporate Direstdhe KMPG Audit Committee
Institute and is a graduate of the Harvard Busiiset®ool Audit Committees in the New Era of Govegwmgymposium. He is active in
community affairs and serves on the Advisory Bazfrthe Salvation Army Adult Rehabilitation CentefBhe Company has determined that
Mr. Hirschman should serve as a director due t@kisnsive corporate governance and finance expmrias well as his wide experience as a
public company director.




D. Walker Wainwright, 59, is an independent director who was appointeditdoard of directors on January 15, 2007. He igi@an
of Interboro Insurance Company, a provider of peastines insurance products in New York StateidHaso the founder and chief executive
of Wainwright & Co. LLC, an independent financiavésory firm and investment manager. The firm’s\aties include the identification and
assessment of alternative investments, the mongar these investments and the creation of prtgrgigoortfolios. In this respect, the firm
works with investment management firms, not-forfpprarganizations and family offices as an indepamtcdconsultant to create client-specific
solutions. Wainwright & Co. also researches anderey private investments, including private eqdityds, to assist in determining their
suitability for specific accounts or portfolios. fagerly a Managing Director in investment bankingatith Barney, Inc. and at Kidder,
Peabody & Co., Mr. Wainwright has over 35 yearsisudting, banking and investment banking experieheing directed Kidder’'s
investment banking efforts in the Asia Pacific Regihe has extensive international experience asdived in Australia and Lebanon. Mr.
Wainwright began his career at Chemical Bank andsequently, the Schroder Group. He is a gradde¢anmford University (A.B. — 1972)
and of Columbia University (M.B.A. — 1976). Them@pany has determined that Mr. Wainwright shouldeses a director due to his long
term finance and banking experience.

David Anthony, 49, was elected to our board of directors by the ttiement board of directors in September 2009It@fie of the three
new positions on the board created by the boadire€tors. Mr. Anthony is an experienced entreptenventure capitalist, and educator. He
is Managing Director of 21 Ventures, a positiorhlas held since 2003, and sits or has sat duringabefive years on the boards of Agent
Video Intelligence, ThermoEnergy, Clean Power, BBlzertech, EFOI, Applied Solar 3GSolar, BioPetesll, Juice Wireless, Open Energy
and VOIP Logic. Prior to 21 Ventures, David launtidotorious Entertainment, a developer of multinadatiands. David received his MBA
from The Tuck School of Business at Dartmouth @mland a BA in Economics from George Washingtorvehsity. The Company has
determined that Mr. Anthony should serve as a thretue to his extensive experience in financerafated areas, as well as his vast
experience of service as a public director.

Joseph P. Bartlett,51, was elected to our board of directors by the thamenit board of directors in September 2009 toofik of the
three new positions on the board created by thedbafadirectors. Mr. Bartlett is counsel to the @ues Trust and has practiced corporate and
securities law since 1985. From September 200#tAmgust 2008 he was a partner at Greenberg Ghuske in Los Angeles, California,
and from September 2000 until September 2004 heavpastner at Spolin Silverman Cohen and BartleR.L Mr. Bartlett sits on the boards
or has sat on the boards during the past five yefakpplied Solar, and ThermoEnergy. He graduateagna cum laude, from the University
of California, Hastings College of Law in 1985, aledeived an AB in English literature from the Usnisity of California at Berkeley in
1980. The Company has determined that Mr. Bagheuld serve as a director due to his legal egpeé and his relationship to Quercus
Trust.

Executive officers

The following table identifies our current non-diter executive officers and specifies their respeciges and positions with the
Company.

Name Age Position
Dr. Edward Buie 38 Vice President and Chief Technology Offit
Philip S. Bake! 62 Chief Operating Office
Dr. Robert F. Nelso 69 Vice President, Manufacturing and Engineel

Charles R. Treg 59 Chief Financial Officel




Dr. Edward Buiel, Ph.Dwas appointed chief of R&D in September 2005. Bejoming our Company, Dr. Buiel served for 3-1&ays
as project leader for the Energy Storage Group eddiivestvaco Corporation, one of the largest praduafeactivated carbon in the world. In
this position Dr. Buieb team focused on developing activated carbon mdor electrochemical applications includingHiitmion batterie:
organic ultracapacitors, and asymmetric lead-cadamacitors. His responsibilities included managingSCAR-Advanced Battery
Consortium project to develop activated carbon nigefor hybrid electric vehicle energy storagstsyns and managing a joint program v
Sandia National Laboratories to develop lead-cadagacitors for grid-connected energy storage sy&t@reviously, Dr. Buiel worked for
nine months as a senior software engineer for \asdrec. and for 2-1/2 years as a Senior Reseangfingéer for the Automotive Carbon
Group of Meadwestvaco Corporation. Dr. Buiel i984 graduate of Queen’s University, Kingston, Ontarhere he earned a Bachelor of
Science in Engineering and Physics, and a 1998&igtasf Dalhousie University, Halifax, Nova Scotidere he earned a Ph.D. in Physics
and wrote his doctoral thesis on “The Developmémisordered Carbon Materials as Anode Materiatd faon Battery Applications.”

Philip S. Bakerjoined the Company as COO on March 31, 2010. Hewth Santa Fe Springs CA-based Trojan Battery @ from
1997 to 2009. From 2006 to 2009 he was Senior Fiesident and General Manager of a new batterijtfai@r which he led all the phases
of development and operations in Sandersville, Baker guided the lead-acid battery plant from negjons and permitting forward, and is
considered to be an expert in quality control ancdutnentation, productivity and the maximizatiorupfime, automation and the managen
of environmental issues. Prior to Sandersville, @alerved from 2001 to 2005 at the Trojan plantithonia GA as Senior Vice President ¢
General Manager, where he executed a turn-aroulegdtership, quality and output, introduced Kaiegants and Six-Sigma tools and
improved productive output by 20% in critical betteck areas. Before Lithonia, Baker worked for dinajp Santa Fe Springs as Director of
Operations. He was with privately held Wyomissifgtfased Glen-Gery Corporation, a manufacturer dflmg materials where 700
employees reported upstream to him. He began hégcat the Houston Brick & Tile Company after takia degree in Ceramic Engineering
from the Georgia Institute of Technology.

Dr. Robert F. Nelson, Ph.Djoined the Company as Vice President of ManufastuEngineering in December 2007. Before joining
Axion, Dr. Nelson worked for Firefly Energy, Incs a Technical Advisor and Senior Vice PresiderErfineering for 4-1/2 years. His
primary function at Firefly was to implement thevdbopment and testing of VRLA cells and batteristore Firefly, Dr. Nelson was an
independent consultant for six years, working wgilime 45 companies on materials and designs of VBAtferies. Previous positions include
three years at Bolder Technologies (1994-1997getlyears at the International Lead Zinc Researgar@zation (where he organized and
managed the Advanced Lead-Acid Research Organiza&icABC, from 1991 to 1994), one year at Portdbieergy Products (a lead-acid
startup company) and 13 years with Gates Energguets, the innovator of VRLA technology. Over th88eyears, Dr. Nelson has five
patents, has given invited presentations at soniet8fational conferences and published 38 rebgzapers in refereed journals. Before this,
he spent 11 years in teaching and researchingy, &she University of Georgia (1972-1977). Dr.Idt® is a 1963 graduate of Northwestern
University with a B.A. in Chemistry (cum laude) amd 967 graduate of the University of Kansas wifthaD. in Analytical Chemistry.

During his academic career he gave presentatiom#eat30 international conferences and publishecerttan 35 refereed papers dealing \
organic electrochemistry.

Charles R. Treggoined the Company as CFO on March 31, 2010. Hstmazently served as Executive Vice PresidentCiridf
Financial Officer of Minrad International, an Amésted pharmaceutical and medical device compar@rzhard Park, NY. Minrad was
acquired by India's Piramal Healthcare in early2@hd Trego was an integral part of the acquisisivategy and managed the bridge
financing through the transition. Prior to thagrfr 2005 to 2008, he was Senior Vice President dnef Einancial Officer of Elmira NY-
based Hardinge Inc, a Nasdag-listed global madaiolecompany ($327 million in annual revenue), &odn 2003 to 2005 he was Chief
Financial Officer and Treasurer of Latham N#sed Latham International ($180 million in anmeakenue), a privately held manufacturer
marketer of swimming pool components. After takindegree in accounting from the University of Dayito 1972 and achieving his CPA
designation in 1973, Trego earned an MBA from timévErsity of Dayton in 1978. His career began wvéithosition as Senior Auditor with
Ernst & Whinney in Dayton, and continued with inesangly responsible positions with Ponderosa IrgjaBgles of America, Rich Sea Pak,
Rymer Foods and Rich Products Corporation. Durisdl-year tenure as Chief Financial Officer attRiroducts, revenue increased from
$650 million to more than $1.8 billion. He is exigeiced in M&A activities, supply chain processedpimation systems, business partnering,
team building, capital markets and risk managenentyell as financial management best practicesleVdhRich Products he was also
actively involved in multiple aspects of operations




CORPORATE GOVERNANCE
Presiding Director

Our Chief Executive Officer, Thomas Granville, aassthe presiding director at meetings of our badudirectors. In the event that Mr.
Granville is unavailable to serve at a particul@etng, responsibility for the presiding directanétion will rotate among the chairmen of
each of the committees of our board of directors.

Corporate Governance

Our board of directors believes that sound goveraegmactices and policies provide an important &awrk to assist them in fulfilling
their duty to stockholders. Our board of directsra/orking to adopt and implement many “best pcadiin the area of corporate governar
including separate committees for the areas oft@undi compensation, careful annual review of tliefrendence of our Audit and
Compensation Committee members, maintenance ojaitgaf independent directors, and written expdicins of management and
directors, among other things. In 2009, all incemtidirectors other than David Anthony and Joseptil@&t attended 75% of our meetings of
the board of directors.

Code of Business Conduct and Ethics

Our board of directors has adopted a Code of Basi@®nduct and Ethics, which has been distribwted directors, officers, and
employees and will be given to new employees atithe of hire. The Code of Business Conduct andcEtbontains a number of provisions
that apply principally to our Chief Executive Offic Chief Financial Officer and other key accougtamd financial personnel. A copy of our
Code of Business Conduct and Ethics can be fouddnthe “Investor Information” section of our wetlesat www.axionpower.com. We
intend to disclose any amendments or waivers ofdmgte of Business Conduct and Ethics on our websievw.axionpower.com

Communications with the Board of Directors

Stockholders and other parties who are interestedinmunicating with members of our board of divegteither individually or as a
group, may do so by writing to Thomas Granville akion Power International, Inc, 3601 Clover LaNew Castle, Pennsylvania, 16105.
Mr. Granville will review all correspondence anavi@rd to the appropriate members of the board refcttirs copies of all correspondence
that, in the opinion of Mr. Granville, deals withetfunctions of the board of directors or its comteeais or that he otherwise determines
requires their attention. Concerns relating to aotiag, internal controls or auditing matters slidoé immediately brought to the attention of
our audit committee and will be handled in accoogawith procedures established by that committee.

Director Independence

Our board of directors has determined that sixurfdirectors would meet the independence requirésnafithe American Stock
Exchange if such standards applied to the Comgarthe judgment of the board of directors, Mes&manville, Bartlett and Anthony do not
meet such independence standards. In reachingritdusions, the board of directors considerededdiviant facts and circumstances with
respect to any direct or indirect relationshipsisein the Company and each of the directors, intuttiose discussed under the caption
“Certain Relationships and Related TransactiongdweOur board of directors determined that angtiehships that exist or existed in the
past between the Company and each of the indepedilectors were immaterial on the basis of therimfation set forth in the above-
referenced sections.




Board Committees

The board of directors currently has three standorgmittees: the audit committee, the compensatonmittee, and the technology
committee. These committees are responsible téuthieoard.

Audit Committee- Our board of directors has created an audit cat@enihat presently consists of Mr. Hirschman, Wainwright and
Dr. Schmidt. Mr. Hirschman serves as chairman efatidit committee. All members have a basic undedstg of finance and accounting,
and are able to read and understand fundamenaaidial statements. The board of directors has miéted that all members of the audit
committee would meet the independence requirenamnutiicable to NYSE Amex listed companies althougthsstandards do not apply to
company. Our board of directors has also determinaidbased on work history none of our currentmittee members meet the definition of
an “Audit Committee Financial Expert” as definedtem 407(d)(5)(ii) under Regulation S-K, promulgétunder the Securities Exchange Act
of 1934. The audit committee has the sole authtwigppoint, review and discharge our independagistered public accounting firm. The
audit committee reviews the results and scopeeatitit and other services provided by our indepenrkgistered public accounting firm, as
well as our accounting principles and our systerimtgfrnal controls, reports the results of theiiges to the full board of directors and to
management, and recommends to the full board etirs that the our audited consolidated finarstaements be included in our Annual
Report on Form 10-K.

The audit committee met 9 times during the yearedridecember 31, 2009. The audit committee chaateibe found on our website
underAbout Axion; Corporate Governance / Committees, at www.axionpower.com

Compensation CommitteeOur board of directors has created a compensetgiommittee that presently consists of Messrs. Alyeri
Patterson, Kishinevsky and Wainwright. Mr. Avesi#irves as chairman of the compensation committeee cdmpensation committee
exercises our board of director’'s authority contgFrtompensation of the executive management teahman-employee directors and
administers our stock-based incentive compensatams. The compensation committee typically maeteparate sessions independently of
board meetings. The compensation committee typisatedules telephone meetings as necessary itbifsifluties. The chairman establis!
meeting agendas after consultation with other cdtemimembers and Mr. Thomas Granville, our Chiefdixive Officer. Subject to
supervision by the full board of directors, the gemsation committee administers our 2004 Incer8ioek Plan. Our Chief Executive Offic
and other members of management regularly disawssampensation issues with compensation commiti@bers. Subject to
compensation committee review, modification andrapgl, Mr. Granville typically makes recommendagarspecting bonuses and equity
incentive awards for the other members of the etkezmanagement team. The compensation committableshes all bonus and equity
incentive awards for Mr. Granville in consultatisith other members of the management team. Oandbaf directors has determined that
all members of the compensation committee wouldt iieeindependence requirements applicable to NX®IEXx listed companies although
such standards do not apply to us.

The compensation committee conducted one formatingeduring the year ended December 31, 2009. ditiad, the compensation
committee met periodically and informally with dDEO throughout the year ended December 31, 20@8cdmpensation committee charter
can be found on our website undektfout Axion; Corporate Governance; Committees,” at www.axionpower.com

Technology Committee Our board of directors has created a technologyngittee that consists of Messrs. Averill and GiavMr.
Averill serves as chairman of the technology corteritThe technology committee provides board-leverlsight, guidance and direction to
our R&D staff, supervises the activities of our fieical Advisory Board, evaluates and makes reconaaiiims with respect to the
acquisition and licensing of complementary and cetitipe technologies and supervises the activitiesur intellectual property lawyers.




The technology committee did not formally meet dgrihe year-ended December 31, 2009 but it did imémimally with our CTO and
other members of the R&D and manufacturing teammguhe year-ended December 31, 2009.

We do not have a nominating committe&iven the relatively small size of our board w&dtors and the desire to involve the entire
board of directors in nominating decisions, we haeleeted not to have a separate nominating comemiied the entire board of directors
currently serves that function. With respect tedior nominees, our board of directors will consitieminees recommended by stockholders
that are submitted in accordance with our By-Lawe.do not have any specific minimum qualificationat our board believes must be met
by a board recommended nominee for a position oioard of directors or any specific qualities kitls that our board believes are
necessary for one or more of our directors to Essd#&/'e also do not have a specific process fotifglaTg and evaluating nominees for
director, including nominees recommended by sectotders. The board has not paid fees to any farty to identify or evaluate potential
board nominees.

Board nominations

Stockholders wishing to bring a nomination for eedior candidate before a stockholders meeting mivst written notice to ol
Corporate Secretary, either by personal deliveripyotnited States mail, postage prepaid. The swidien’'s notice must be received by
Corporate Secretary not later than (a) with respecan Annual Meeting of Stockholders, 90 days mptm the anniversary date of -
immediately preceding annual meeting, and (b) witbpect to a special meeting of stockholders feretection of directors, the close
business on the tenth day following the date orclvimotice of the meeting is first given to stocklesk. The stockholdes’notice must s
forth all information relating to each person whtm stockholder proposes to nominate that is reduin be disclosed under applicable r
and regulations of the SEC, including the writtemsent of the person proposed to be nominateditg emed in the proxy statement i
nominee and to serving as a director if electee@ Jtockholdes notice must also set forth as to the stockhatuking the nomination (i) tl
name and address of the stockholder, (ii) the nurabshares held by the stockholder, (iii) a reprgation that the stockholder is a holde
record of stock of the Company, entitled to votehat meeting and intends to appear in person qrbyy at the meeting to nominate
person named in the notice, and (iv) a descriptioall arrangements or understandings betweenttiv&lsolder and each nominee.

Stockholder Communications with the Board of Direcbrs

Stockholders may communicate directly with the daafrdirectors or any board member by writing terthat Axion Power
International, Inc., 3601 Clover Lane, New Cad84,16105, C/O Secretary, Michael Kishinevsky. Thésmle of the envelope should
prominently indicate that the correspondence msndéd for the board of directors or for a spediiector. The secretary will forward all such
written communications to the director to whonsiddressed or, if no director is specified, toghire board of directors.

Director Attendance at Annual Meetings of Stockholérs

We encourage our directors to attend annual metaithough such attendance is not required. rSewvectors attended the 2009
Annual Meeting.

PROPOSAL TWO

TO RATIFY THE SELECTION OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR F ISCAL YEAR 2010




The Audit Committee has selected EFP Rotenberg, td Berve as the independent registered publioenting firm for us for our
fiscal year ending December 31, 2010. The boadirettors seeks to have the stockholders ratifystiection of EFP Rotenberg, LLP, wh
is the successor by merger to Rotenberg & Co, Mtich served as our independent public accountante January 25, 2008 until the
October 2009 merger.

CHANGES IN REGISTRANT'S CERTIFYING ACCOUNTANT

On October 2, 2009, the Company received noticeithaurrent auditors, Rotenberg and Co., LLP, temigned in connection with their
merger with EFP Group. The Company has engagedeieirm resulting from the merger, EFP Rotenbétd?, to continue as the
Company's independent registered public accouffiimg All of the partners and employees of Rotegb@nd Co., LLP and EFP Group have
joined the new firm, EFP Rotenberg, LL

The reports of Rotenberg and Co., LLP as of andheifiscal years ended December 31, 2007 andhéopériod from inception (September
18, 2003) through December 31, 2007, containedkplaeatory paragraph indicating that there was tsulbigl doubt as to the Company's
ability to continue as a going concern. Other thach qualification, no report of Rotenberg and ChbR, for the past two fiscal years and the
subsequent interim period preceding the resignatidtotenberg and Co., LLP contained an adversai@apior disclaimer of opinion, or were
qualified or modified as to uncertainty, audit seppr accounting principles. During the Companys ost recent fiscal years and the
subsequent interim period preceding the resignatid®otenberg and Co., LLP, there were no disagesgswith Rotenberg and Co., LLP on
any matter of accounting principles or practicasmricial statement disclosure, or auditing scopgrocedure.

On October 9, 2009, the Board of the Company amatdlve engagement of EFP Rotenberg, LLP of Roahédétev York, to be the
Company's independent registered public accoueféattive October 1, 2009. We engaged EFP Rotenh&i as our new independent
accountant concurrent with the merger of EFP GanghRotenberg and Co., LLP. Prior to such engaggerdering the two most recent fisc
years, the Company has not consulted the newlygengmdependent registered public accountant fpmaatter.

The Company provided Rotenberg and Co., LLP witly of the disclosure relating to this changesrcertifying accountant and requested
that Rotenberg and Co., LLP furnish the Company witetter addressed to the Securities and Exch@ngemission stating whether it agrees
with the above statements and, if it does not agheerespects in which it does not agree, a cédpyhach was filed as Exhibit 16.1 to the
Amendment No. 2 to Form 8-K, filed with the Sedestand Exchange Commission on October 21, 2009.

Current Principal Accountant’s Presence at This Yeds Annual Meeting of Stockholders

Representatives of EFP Rotenberg, LLP, are expécted present at this yeatannual meeting. They will be given an opportuto!
make a statement if it is their desire to do sd, they will be available to respond to appropriquestions from stockholders.

Vote Required for Proposal Two

The ratification of the selection of independemistered public accounting firm must be approvedlmajority of the votes actually
cast by holders of our common stock, present is@eor represented by proxy at the annual meetidgeatitled to vote thereon.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR RATIFI CATION OF THE SELECTION OF EFP ROTENBERG,
LLP, AS INDEPENDENT PUBLIC ACCOUNTANTS FOR US FOR FISCAL YEAR 2010.

PROPOSAL THREE




TO AMEND OUR CERTIFICATE OF INCORPORATION
TO INCREASE THE NUMBER OF AUTHORIZED COMMON SHARES FROM 100 MILLION TO 125 MILLION SHARES

Our Certificate of Incorporation currently provides with the authority to issue up to 112,500,0@arss of stock, of which
100,000,000 shares are designated as common ptrckalue $.0001 per share and 12,500,000 arerdeeitjas preferred stock, par value
$.0001 per share. As of April 16, 2010, we had 83,802 shares of common stock issued and outsigralid had issued 15,157,493 vested
options and warrants.

The board believes it to be generally in the batstrests of us and our stockholders to amend oniifiCate of Incorporation, to
increase the authorized number of shares of stp@5b000,000, from 112,500,000 shares to 137,800(the “Proposed Amendment”), all
25,000,000 shares of additional stock to be designated constark. Therefore, by action of the board of direstaken on April 14, 2010,
the board of directors adopted a proposed CertiEfiohAmendment to our certificate of incorporatiomtreasing the number of authorized
shares of common stock from 100,000,000125,000,00Q increasing the total number of authorized sha@s f£12,500,000to
137,500,000.

The board of directors believes that the proposerkase in the number of authorized shares of caonstazk will provide us with the
flexibility we need to conduct our business. Tloafd of directors also believes that this amendmahprovide us with greater flexibility in
capitalization, including potential future equityddor convertible debt offerings (which would havdilutive effect) and consideration for
strategic acquisitions, by increasing authorizqutehto allow issuance of additional shares of own stock, though except as stated above,
there are no current finalized arrangements byaswould result in the issuance of the additieuahorized shares, nor do we have any
current plans to enter into a business combinaiianerger.

The additional shares of common stock for whichharization is sought will have the same terms agiots as the shares of common
stock now authorized. Subject to applicable praovisiof law, the proposed additional shares of comstock may be issued at such time and
on such terms and conditions as the board mayrdetewithout further approval by the stockholders.

Issuance of the proposed shares of common stodker wertain circumstances, could discourage, oremadre difficult, an attempt to
gain control of us and thereby possibly have tifieceébf lowering our stockholders’ return on thievestments by not giving then the
opportunity to realize what would most likely ber@mium on the sale of our stock in the event ehsautakeover. We have no current plans,
arrangements or understandings regarding the issu&Erany of the additional shares of common s{otther than upon the exercise or
conversion by holder of our currently outstandirgivhtive securities) for which authorization isigbt and there are no other negotiations
pending with respect to the issuance thereof fgrpampose.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR RATIFI CATION OF THE AMENDMENT OF OUR
CERTIFICATE OF INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED COMMON SHARES.

Fees of Independent Registered Public Accounting ffen

The following table sets forth the fees billed tgh January 2010 for services rendered by EFP RetgnLLP. During fiscal years
ended December 31, 2009 and 2008, respectivelytalihe does not reflect $52,250 in fees accruedibupaid for 2009 and 2008.

EFP Rotenberg, LLP

(1) Rotenberg & Co. LLP
Fee Category 2009 Fees 2008 Fees
Audit Fees (2) $ 81,507 $ 94,52+
Audit-Related Fees (-registration statement conse $ 4,58¢ $ 13,68¢
Tax Fees $ 14,000 $ 20,37t
All Other Fees $ 0% 0




(1) On October 8, 2009, Axion Power Internatiomadt, received notice that its current auditorstdRberg and Co., LLP, had resigned in
connection with their merger with EFP Group, whiehs effective as of October 1, 2009. The Compasyedmgaged the new firm resulting
from the merger, EFP Rotenberg, LLP, to continuthasCompany's independent registered public adomufirm. All of the partners and
employees of Rotenberg and Co., LLP and EFP Graup foined the new firm, EFP Rotenberg, LLP. EEReRberg, LLP is currently
registered with the PCAOB.

(2) Audit Fees are fees for professional servicefopaed by EFP Rotenberg, LLP and Rotenberg & Qd? for the audit of our annual
consolidated financial statements and review osobidated financial statements included in our 106H€gs billed during the fiscal years
ended December 31, 2009 and 2008, respectively.

(3) Fees paid in connection with the issuance afeats for registration statements.
Audit Committee Preapproval of Registered Public Acounting Firm Services

Our independent registered public accounting firithprovide audit, review and attest services calyhe direction of, and pursuant to
engagement fees and terms approved by, the audinitee. Such engagement will be pursuant to demrpproposal, submitted to the audit
committee for review and discussion. If acceptathie,audit committee will engage the independegistered public accounting firm pursu
to a written retention agreement, duly approvedhgyaudit committee. As proscribed by Section 10Afghe Securities Exchange Act of
1934, certain non-audit services may not be praltdeour independent registered public accountimg, including bookkeeping or other
services related to our accounting records or firdrstatements; financial information systems giesind implementation; appraisal or
valuation services, fairness opinions, or contidnsin-kind reports; actuarial services; internatiia outsourcing services; management
functions or human resource functions, broker @lete investment adviser, or investment bankingises; legal services and expert services
unrelated to the audit; and any other servicettt@Public Company Accounting Oversight Board deiees, by regulation, is impermissible.

The audit committee has reviewed the proposedtietefor compliance with three basic principleglations of which would impair the
independent registered public accounting firm’sjpehdence: (1) an independent registered publmuating firm cannot function in the role
of management, (2) an independent registered pabtiounting firm cannot audit his or her own wakd (3) an independent registered
public accounting firm cannot serve in an advoaady for our company. If the audit committee detieies that the proposed retention does
not and will not violate these principles, it mayttzorize, in writing, the retention of the indepentregistered public accounting firm for the
agreed scope of non-audit services and compensstiorture.

The Company does not currently have an audit coraenftnancial expert due to the various experiefdsose directors on its audit
committee. Due to the Compasyimited resources and stage of developmentnidisable to select from as large a pool of poailirectors
as other public companies and seeks to attrace tthiosctors, who present an overall composite afatteristics beneficial to the
Company. At this time, the Company has not beenessful in finding a director with the sought fieofvho would also qualify as an audit
committee financial expert. Furthermore, in ordecompensate for the lack of a financial expér,audit committee engages consultants
with financial expertise in specific areas on amasded basis. Although the Company has no cuptans to seek an individual who so
qualifies, it will re-examine this priority in futa years as appropriate and certainly should ibfmecso necessary in compliance with future
regulatory requirements.




AUDIT COMMITTEE REPORT

The following report shall not be deemed incorpedaby reference by any general statement incolipgréttis Proxy Statement by
reference to any filing under the Securities Ac1883 and is not to be deemed "soliciting matealdeemed to be filed with the Securities
and Exchange Commission or subject to Regulatiegndf4he Securities Exchange Act of 1934, excephtoextent specifically requested by
the Company or incorporated by reference in doctsnetherwise filed.

For the year ended December 31, 2009, the audititbee was composed of Mr. Hirschman, Dr. Schmiudt Kr. Wainwright. For
the year ended December 31, 2009, all membersdutit committee would have met the independesgeirements of the American Stock
Exchange if such standards applied to our company.

The Audit Committee reviews the Company's finan@glorting process on behalf of the Board of DwextIn fulfilling its
responsibilities, the Committee has reviewed asdutised the audited financial statements containgxg 2009 Annual Report on SEC Fc
10-K with the Company's management and the indeperaiditors. Management is responsible for thenitial statements and the reporting
process, including the system of internal controlge independent auditors are responsible for ssprg an opinion on the conformity of
those audited financial statements with accourpitgciples generally accepted in the United States.

The Committee discussed with the independent ausdib@ir independence from the Company and its gemant including the
matters in the written disclosures required by petelence Standards Board Standard No. 1, Indepemdgscussions with Audit
Committees and considered the compatibility of aadit services with the auditors' independencadutition, the Committee discussed the
matters required to be discussed by Statement diitiAg Standards No. 61, Communication with Audiin@nittees, as amended.

In reliance on the reviews and discussions refexebove, the Committee recommended to the Baadithe Board has approved,
the inclusion of the audited financial statementthe Company's Annual Report on SEC Form 10-KHeryear ended December 31, 2009,
for filing with the Securities and Exchange Comruss

Respectfully submitted on by the members of theid@dmmittee of the Board of Directors:

Mr. Stanley A. Hirschma
Howard K. Schmidt, Ph.D.
Mr. D. Walker Wainwright

The Members of the Audit Committ
of the Board of Director

COMPENSATION COMMITTEE REPORT

The following report is not to be deemed "soliatimaterial" or deemed to be filed with the Secesitatnd Exchange Commission or subje
Regulation 14A of the Securities Exchange Act B4,3xcept to the extent specifically requestetheyCompany or incorporated by
reference in documents otherwise filed.

The Compensation Committee of the Board of Direc{tre "Committee”) is composed of non-employeeadars. The Committee's primary
responsibility is to assist the Board in dischaggis responsibilities for compensating the Comgmeyecutives. The goals of the
Committee's compensation policies pertaining tacetiee officers are to provide a competitive legebalary and other benefits to attract,
retain and motivate highly qualified personnel, ivflialancing the desire for cost containment. Tom@ittee believes that its compensation
policies achieve these goals.




The Committee seeks to reflect a balance betwemrnding rewards to executives while at the same tafiectively controlling costs.

This report shall not be deemed incorporated bgresfce by any general statement incorporatingPttogy Statement by reference to any
filing under the Securities Act of 1933, as amenaedinder the Securities Exchange Act of 1934mended, and shall not be deemed filed
under either of such acts except to the extentttiea€ompany specifically incorporates this infotiom by reference.

Respectfully submitted by the members of the Corsgtton Committee of the Board of Directors:
Robert G. Averill, Chairman
Glenn Patterson
Michael Kishinevsky
D. Walker Wainwright
EXECUTIVE COMPENSATION
Summary Compensation Table
The following table sets forth the compensatiomedrby or paid to our Named Executive Officers withpect to the year ended

December 31, 2009. The Named Executive Officazsaarshown. We did not have any non-equity incerdlans, pension plans or deferred
compensation plans during the year ended Decenih@089.

Name and Stock Option All Other Total
Principal Salary Bonus Awards Awards Compensatior Compensatior
Position Year (%) (1) (%) (2 (%) (3) (%) (3) (B) (4) (B)

Thomas Granville

CEO and

Director (5) 2009 324,00( 23,45¢ 347,45¢
Thomas Granville

CEO and Director (5) 2008 324,00( 250,00( 79,87: 31,49:¢ 685,36!
Edward Buiel

Vice President and

CTO 2009 180,00( 18,23( 198,23(
Edward Buiel

Vice President and

CTO 2008 180,00( 125,00( 141,50( 95,43¢ 16,92( 558,85t
Donald Hillier

CFO (6) 2009 150,00( 19,64: 169,64
Donald Hillier

CFO (6) 2008 86,53¢ 166,50( 179,24 10,27« 442 55¢
Andrew C Conway, Jr

CFO @) 2008 92,30¢ 20,62 112,93¢
Robert Nelson

VP Manufacturing Eng. 2009 132,00( 7,40¢ 139,40¢
Robert Nelson

VP Manufacturing Eng. 2008 132,00( 16,58: 148,58:

1. Salaries are presented as the contractual amourgdetor the year, regardless of date of payn

2. Discretionary bonuses are not made pursuant tep@gific bonus plan. Bonuses cited were awardddgaid in 2008




3. Stock and option awards were granted pursuangetinttividual employment contracts. Options are @dlusing the Black-Scholes-
Merton option pricing mode

4.  Other compensation includes Company perquisitesimgl to car allowances, use of company cars, adcvacation payments, moving
expenses with related greup, other earned compensation, as well as headtlpremiums paid under the group health

5.  During 2008, $627,375 of the compensation repddddr. Granville was remitted to Gallagher ElevaBw. (Gallagher) pursuant to his
2005 employment contract. Remaining payments weamitted directly to Mr. Granville through our palirdepartment

6.  Mr. Hillier joined the Company on June 19, 200&la8y and other compensation cited for 2008 refléne apportionment of these
expenses based on his dates of service for thatMeaHillier served as our CFO throughout fisgabr 2009 and was terminated as the
Company s CFO on February 5, 201

7.  Mr. Conway resigned from his position as our Cliefancial Officer in June 200
Employment Agreements

During 2008, we entered into executive employmgne@ments with Thomas Granville, Edward Buiel, Bathald Hillier (who was
terminated from employment on February 5, 2010gsEhagreements generally require each executidevimte substantially all of his
business time to our affairs, establish standafdsmduct, prohibit competition with our companyridig their term, affirm our rights
respecting the ownership and disclosure of paténaide secrets and other confidential informatmoyide for the acts and events that would
give rise to termination of such agreements andigecexpress remedies for a breach of the agreeiaanh of our executives will participate
in our standard employee benefit programs, inclydiedical/hospitalization insurance as in effeatfitime to time. Each of the covered
executives will generally receive an automobilewlnce and reimbursement for all reasonable busigsenses incurred by him on behalf
of the Company in the performance of his dutiele frovisions of the individual agreements are sanmad below:

. Under the terms of his employment agreement effectine 2008, which has a term of two years aminetes on May 31, 2010
and a potential term extension to May 31, 2011, &tanville receives an annual salary of $324,08Garanual car allowance of
$9,000, a signing bonus of $250,000, bonuses asndigted by the compensation committee, and a 5g#on to purchase
90,000 shares of our common stock at a price &®ger share that vests over 24 months beginnidgne 2008

. Under the terms of his employment agreement effectine 2008, which had a term of two years amditates on May 31, 2010
and a potential term extension to May 31, 2011, Bdiiel receives an annual salary of $180,000, anuaincar allowance of
$6,000, a signing bonus of $110,000 and a fututenebed term bonus of $50,000 if the executiveilisisthe employ of the
Company on June 1, 2011, bonuses as determindtlyptmpensation committee, and a 5-year optiomitchase 100,000 shares
of our common stock at a price of $2.50 per shatile $0% cliff vesting on each of December 31, 2608 December 31, 2010
respectively. Mr. Buiel also received 30,000 sharethe Company's common stock vesting during Bes 2009, and 50,000
shares of the Company's common stock to vest om I5n2011

. Under the terms of his employment agreement effectine 2008, which had a term of three yearsHillier received an annual
salary of $150,000, an annual car allowance of(¥8,8onuses as determined by the compensation dteerand a 5-year option
to purchase 180,000 shares of our common stoclpate of $2.50 per share that vests over 36 mdmigining in June
2008. Mr. Hillier also received 90,000 shareshaf Company's common stock with vesting to occmgual 30,000 shares on the
next 3 anniversary dates of his employment agreendn Hillier served as our CFO throughout fisgabr 2009 and was
terminated as the Compé's CFO on February 5, 201




. Under the terms of his employment agreement effeddecember 2007, which has a term of two yearsNBison receives an
annual salary of $132,000 and bonuses as deterrhintte compensation committee. In addition, DrisNe receives an option to
purchase 108,000 shares of our common stock ate g@ir$5.00 per share and 36,000 shares of resircommon stock, each that
vest over three years from the effective date sfemployment agreeme

Warrants

As of March 17, 2010, we have 13,865,433 outstandiarrants that represent potential future cashgeds to our company of
$18,979,625. The warrants are divided into sevassels that are presently exercisable and expiariaus times over the next 60 months.
The following table summarizes the number of wasdm each class, the anticipated proceeds fromexbecise of each class, and the
expiration date of each class.

Warrant Number of Exercise Anticipated Expiration
Series Warrants Price Proceeds Date

Series V Warrant 680,000 $ 40C $ 2,720,000 December 31, 201
Series VI Warrant 989,36! $ 6.0 $ 5,936,17: March 31, 201:
2007 Bridge Warrant 183,75! $ 23t % 431,82: December 31, 201
2008 Conversic-Warrants 580,94( $ 26C $ 1,510,44. June 29, 201
2008 Quercu: 10,000,000 $ 0.7¢ $ 7,500,000 June 29, 201
2008 Derivative: 1,385,71: $ 057 $ 789,85 June 29, 201
2009 Bridge Warrant 27,240 $ 20C $ 54,48( August 12, 201-
2009 Bridge Warrant 18,42 % 20C % 36,84: December 8, 201
Total 13,865,43 $ 18,979,62

The Board of Directors on August 21, 2009 apprabedissuance of warrants to purchase not morel&f®,000 shares of common stock at
an exercise price of $2.00 per share and a tetmmjears to the C&T Group. At the date of thisgpectus these warrants have not yet been
issued pending "mutual understanding" between #nges.

The holders of warrants are not required to exeritisir rights at any time prior to the expiratatate and we are unable to predict the
amount and timing of any future warrant exerci¥®e.reserve the right to temporarily reduce the @serprices of our warrants from time to
time in order to encourage the early exercise ®ftarrants.

Stock Options

As of March 17, 2010, we have 1,692,270 outstandingk options that represent potential future gaskeeds to our company of
$4,615,779. The outstanding options includel,08¥ @&ions that are currently vested and exercisalbl#,019,205 that will become vested
and exercisable within 60 days, and represent patdéature cash proceeds to our company of $3383 and $3,109,478, respectively. The
remaining options will vest and become exercisabler the next three years. The following table es summary information on our
outstanding options.

Vested Option Grants Unvested Option Grants
Shares Price Proceeds Shares Price Proceeds

Incentive Plan option 33,05( $ 365 $ 120,48( 0 % 0 % 0
Director¢ Plan options 201,55 $ 2.3¢ 468,83t 215,56 $ 1.3¢ 300,05:
Contract options to officel 634,25( $ 3.3¢€ 2,133,12! 168,75( $ 2.87 484,37!
Contract options to consultants and

employees 139,100 $ 2.5¢ 358,91( 300,000 $ 2.5C 750,00(
Total 1,007,95 ¢ 3.06 ¢ 3,081,35: 684,31 $ 224 $ 1,534,422




The holders of options are not required to exeritis& rights at any time and we are unable to iptede amount and timing of any future
option exercises. We reserve the right to templgregduce the exercise prices of our options frametto time in order to encourage the early
exercise of the options.

Nonqualified deferred compensation
We had no non-qualified deferred compensation pilamsg year ended December 31, 2009.
Post-Termination Compensation

We have not entered into change in control agre&smneith any of our named executive officers or otimembers of the executive
management team, although our employment agreemihtsertain members of management do call for @diate vesting of options upol
50% change in control. No awards of equity inceegiunder our 2004 Incentive Stock Plan or awaraptibns under our 2004 Outside
Directors Stock Option Plan provide for immediagsting upon a change in control other than a oésttistock grant of 36,000 shares issued
to Robert Nelson. However, the compensation coremitias the full and exclusive power to interpretglans, including the power to
accelerate the vesting of outstanding, unvesteddsyaA “change in control” is generally defined(aythe acquisition by any person of 30%
or more of the combined voting power of our outdtag securities or (2) the occurrence of a trafsaatquiring stockholder approval and
involving the sale of all or substantially all afircassets or the merger of us with or into anotiegporation.

Director Compensation

The following table provides information regardicgmpensation paid to non-employee directors forises rendered during the year
ended December 31, 2009.

Fees
Earned or Option
Paid in Stock Awards
Cash ($) Awards %)
Name (1) ($) (3) Total ($)

Thomas Granville )]
Dr. Igor Filipenko (4, 0 0
Robert G. Averill 42,50( 42,50(
Dr. Howard K. Schmid 40,00( 40,00(
Michael Kishinevsky 36,50( 36,50(
Glenn Patterso 36,50( 33,39¢ 69,89¢
Stanley A. Hirschma 44,50( 33,39¢ 77,89¢
D. Walker Wainwright 45,00( 33,39¢ 78,38¢
David Gelbaum (5 0 0
David Anthony (5) 0 0
Joseph Bartlett (£ 0 0

1. Fees are presented based on the amount earnefked\presented have been paid in full as of Jgr8)&010.

2. Mr. Granville received no compensation during 2@f%his service as a Director, as he served a€&® during that time period. Fo
summary of the compensation received by him as @&thg 2009, see Summary Compensation Table al

3. Three directors were reelected to serve on thedofbDirectors at the Annual Meeting held on JuBeZD09. Each director reelected
received 42,855 five-year options with an exerpisee of $1.40 per share, pursuant to the 2004i@Birectors Stock Option Plan.
The options granted shall vest at the rate of B8 year commencing on the date of the compamyigal meeting, so long as the
director serves as a member of the board on tleeaatuch meeting. The options are valued usingthek-Scholes-Merton option
pricing model.




4. OnJanuary 11, 2010, Dr. Igor Filipenko gave notithis resignation as a director of the Compafffgctive immediately

5. David Gelbaum, David Anthony and Joseph Bartlettenaddded to the Board as a condition of the QuéeFoust Amendment to
Warrants and Securities Purchase Agreement. Thes®ars received no compensation for 2009. Mr. &@atbresigned as a director
on March 3, 201C

The members of our board of directors are actiirelglved in various aspects of our business ranffimig relatively narrow board
oversight functions to providing hands-on guidattceur executives and scientific staff with respeatnatters within their personal
experience and expertise. We believe that theaatiwolvement of all directors in our principal Iness and policy decisions increases our
board of directors’ understanding of our needsiematoves the overall quality of our managementsieoss. In recognition of the substantial
time and personal effort that we require from oueators, we have adopted director compensatioitipslthat provide for higher director
compensation than is typically found in companiesua early stage of development.

Only nonmanagement directors are compensated selydi@ service as members of our board of dinectBach of our nonmanagement
directors received the following components of cemgation for the period January 1, 2009 throughebser 31, 2009:

. A basic annual retainer of $25,000 for service dsector;
. A supplemental retainer of $6,000 for service asrahan of any committee;
. A supplemental annual retainer of $3,000 for sergis a committee member;

. A meeting fee of $1,500 per day for each boardoonroittee meeting attended in person or $500 foh daard or committee
meeting attended by telephone; i

. Reimbursement for all reasonable travel, mealdaaging costs incurred on our behalf.

At our 2004 annual meeting, our stockholders edifa stock option plan for independent directoas #tuthorized the issuance of options
to purchase $20,000 of our common stock for eaah gkservice as a director. At our 2005 annualtmgethe number of shares reserved for
issuance under the outside directors’ stock opglan was increased to 500,000.

For the years ended December 31, 2009, 2008, 20086, 2005 and 2004, we issued 128,585, 179,55%),000, 70,000 and 54,000, options
pursuant to our directors’ stock option plan, respely. Of this total, no options were exercisedidg the year ended December 31, 2009,
193,555 options are currently vested and exer@sath weighted average price of $2.27 per shatd 46,000 options are unvested and will
be exercisable at a weighted average price of §ieB8hare.

TRANSACTIONS WITH RELATED PERSONS
Transactions with Directors

Robert Averill—financing transactions-2009. In August of 2009 we structured a short termdpitban with certain of our directors a
investors, the “Secured Bridge Loan”, secured bypfabur intellectual property. Under the arrangeineve received funding of $800,000
through September 30, 2009, with $600,000 invelsyelobert Averill, one of our directors. The SeclBridge Loan had an original
maturity date of December 31, 2009; a loan origimatee equal to 8% of the original loan, which vpasd at maturity; 3,405 warrants upon
occurrence of the loan issuable for each $100,00€sted and exercisable at $2.00 until August 0242Antidilution provisions apply to tr
warrants. On or about December 8, 2009, we borrameadditional $541,666 from Robert Averill, oneoof directors, on substantially
similar terms to the bridge loans in August 2008e Tiew bridge loan bears no interest but has aff8& of the principal amount thereof. 7
holders of these notes had the right to converhtie together with interest, into any securityddm} us in an institutional offering. Robert
Averill converted $171,353 of the principal amoant fee into an investment in us as part of theebwer 22, 2009 private placement, and
$970,313 plus $29,688 in fees was repaid in Decewi2009. Upon repayment of the note, all conwersights terminated.




Transactions with Executive Management

See the “Executive Compensation” section for audision of the material elements of compensaticar@ed to, earned by or paid to our
named executive officers. Other than as stateldariExecutive Compensation” section, we have ntgred into any transactions with
executive management.

LEGAL PROCEEDINGS
Taylor Litigation and Bankruptcy Court Litigation

On February 10, 2004, Lewis “Chip” Taylor, Chip Tayin Trust, Jared Taylor, Elgin Investments, land Mega-C Technologies, Inc.
(collectively the “Taylor Group”) filed a lawsuihithe Ontario Superior Court of Justice Commeicistl (Case No. 04-CL-5317) that named
Tamboril, Axion Power Corporation, and others afeddants (the “Taylor Litigation”). As discussed madully below, by virtue of orders
entered on February 11, 2008 and June 9, 2008ebBahkruptcy Court in the Mega-C bankruptcy casescafirmed by a judgment entered
on November 10, 2009, this action against us igestito the permanent injunction of the confirmdah@ter 11 Plan of Meg@: On April 14,
2009, the Ontario Superior Court entered an orgnidsing us from the Taylor Litigation.

In April 2004, we filed an involuntary Chapter 1étpion against Mega-C in the U.S. Bankruptcy Cdartthe District of Nevada (Case
No. 04-50962-gwz). In March 2005, the Bankruptcy Coumpaipted William M. Noall (“Noall”) to serve as Chigp 11 Trustee for the Mega-
C case. On June 7, 2005, the Chapter 11 Trustemeaned an adversary proceeding against Sally Fd¢tfaremner”), the trustee of the Mega-
C Trust (Adversary Proceeding No. 05-05042-gwzinaeding, among other things, the turnover of atl@z327,500 shares held by the
Mega-C Trust as property of the bankruptcy estateJuly 27, 2005, we commenced an adversary prowgadainst Noall and Fonner
(Adversary Proceeding No. 05-05082-gwz).

On December 12, 2005, we entered into the SettleAgneement with Mega-C, represented by Chapterrlistee Noall, and the Mega-
C Trust, represented by its trustee Fonner.

The Settlement Agreement was approved by the BahtyiCourt after a hearing in an order dated Felyriia?006. Certain terms were
subject to confirmation and effectiveness of MegaChapter 11 plan of reorganization. On Novemheét®6, the Bankruptcy Court entered
an order confirming the Chapter 11 plan. The comdéid Chapter 11 plan was subsequently substantiatigummated on November 21, 2006.
The Settlement Agreement was fully incorporatethnconfirmed Chapter 11 plan. The plan is fulffieefive and substantially consummat
Accordingly, all pending and potential disputesamn the parties have been resolved.

The litigation settlement and releases providethlbyChapter 11 plan are now binding on Mega-CChapter 11 trustee, the Taylor
Group and all other parties described in the pfarearganization. In an order entered on February2008, the Bankruptcy Court granted our
motion for partial summary judgment, holding tha alleged “oral” agreement creating rights orriegés in the Technology in favor of the
Taylor Group never existed and, even if it had,Taglor Group transferred any such rights to thetbewhich were then transferred to us by
the confirmed Chapter 11 plan. The Bankruptcy Chaltl that the Taylor Group has no interest inights to the Technology. The
Bankruptcy Court held that any attempts to clainind@rest in or contest our title to the Technolagg contrary to the permanent injunction
of the Chapter 11 plan. The Bankruptcy Court hieltt the Taylor Litigation against us is barred by permanent injunction of the confirmed
Chapter 11 plan.




In orders entered on June 9, 2008, the BankrupteytGnandated that the Taylor Group litigation agaus be dismissed. On June 18,
2008, the Taylor Group filed a notice of appeahfrihese orders. The Taylor Group signed a pleachingenting to dismiss us from the
Taylor Group litigation in Canada. On June 27,800¢e filed a notice of cross-appeal from the Bapkry Court’s orders denying our
request for sanctions and our request to hold gyofs in contempt of court for their failure tonaply with the permanent injunction of the
confirmed Chapter 11 plan. The Taylors’ appeal @mdcross-appeal have been dismissed as inteoigchy the Bankruptcy Appellate Panel
for lack of jurisdiction. On February 10, 2009 thaylors filed a second motion to vacate the Fatyr@il, 2008 order granting summary
judgment in our favor. At a hearing on the Tay' second motion to vacate the February 11, 2008 suynjmdgment order on April 23, 20(
the Bankruptcy Court denied the Taylors’ motioriténentirety. The order denying the Taylors’ setamtion to vacate and judgment were
entered on November 10, 2009.

In connection with a related adversary proceedinttpé Bankruptcy Court, the Liquidation Trustee #mel Taylors entered into a
settlement agreement whereby, among other thihgsTaylors agreed to withdraw virtually all of thelaims as creditors and shareholders in
the Mega C bankruptcy case, dismiss their appeats the confirmation order and dismiss their apfeeth the Settlement Agreement. The
Taylors’ appeals from the confirmation order aratrirthe settlement agreement have now been dismiSgezlNinth Circuit dismissed the
appeal from the Settlement Agreement by a grounptiiyéng themselves as the “Unaffiliated SharehadtieThe Ninth Circuit awarded dout
costs on appeal to the Company. The Unaffiliategr&holders’ appeal from the Confirmation Orderdlae been dismissed. As a result, all
appeals from the Settlement Agreement and the @oafiion Order have been resolved in the Compamysrt

By virtue of the confirmed Chapter 11 plan, altleé Mega-C's right, title and interest, if any tire technology was transferred to us. By
virtue of the February 11, 2008 orders of the Baptay Court, as subsequently confirmed in the juelghentered on November 10, 2009, the
Taylor Group has no interest in or rights to thehtelogy. By virtue of the April 14, 2009 ordeofin the Ontario Superior Court, the Taylor
Litigation has been dismissed against us. ThedFaylled a notice of appeal from the November juégt, which is pending in the
Bankruptcy Appellate Panel for the Ninth Circuie filed a cross-appeal from the portion of thegimeéint denying Axion’s requests for
sanctions and to hold the Taylors in contempt.

Contingent Shares

We agreed to sell 1,000,000 shares of common stoakoreign partnership, Mercatus & Partners Lémiiat a price of $2.50 per share as
part of a group of comparable transactions whezeptlichaser planned to contribute a portfolio cakipublic company securities to a pair of
offshore funds in exchange for fund units, and thes the fund units as security for bank finandhreg would be used to pay for the
underlying securities. Contrary to the terms anaditions of our agreement, the foreign partnersiag in possession of a stock certificate
representing these 1,000,000 shares; however, etimpbf the transaction was contingent upon rea#ithe proceeds from the foreign
partnership, which were not received. The 1,000l0es were recovered on December 4, 2007 andrfded to Continental Stock Transfer
Agency for cancellation, which took place that samanth.

In connection with the offering described aboveirfoolders of warrants to purchase shares of omnoon stock agreed to exercise their
warrants to purchase, in the aggregate, 301,70@slodcommon stock (the “Incompletely Exercisedriatat Shares”) for the purpose of
selling them to the foreign partnership in a tratisa that was substantially similar to the oneaméered into with the same foreign
partnership. These shares were to be issued forgign partnership upon receipt of payment, whigts in turn contingent upon the foreign
partnership tendering the payment of the purchése for these shares. Contrary to the terms anditions of their agreements, the foreign
partnership transferred the shares to two of egitors who both hold the shares as holders-inadugse.




On or about March 15, 2010, Axion Power Internatlpinc., Traci and William Ahearn, Sally Fonnedadr. James Smith (“Axion and
the Four Shareholders”) have entered into a setti¢iggreement with Banca M.B., Sp.A. under whichd@aM.B. Sp.A. has paid to Axion
and the Four Shareholders the sum of Four HundrddNinety Thousand Dollars in full settlement df@hims. As part of this settlement,
the case against Banca M.B., Sp.A. by Axion andriner Shareholders has been dismissed with prejubdmwvever, the cases against Mr.
Masi and Brown Brothers Harriman & Company are twing. Axion and the Four Shareholders also tejelgment in the amount of
$1,500,000 against Mercatus & Partners, Ltd. aegl&tno Cevolo which is being domesticated in ity the intention of being executed
against the assets of both Mercatus & Partners drtd Mr. Cevolo in Italy.

SECTION 16(a) REPORTING COMPLIANCE DISCLOSURE

Section 16(a) of the Securities Exchange Act rexguiur directors, our executive officers, and agngpns holding more than 10 percent
of our common stock to file reports of their inittavnership of our common stock and any subseqeleartges in that ownership with the S
and us. Specific due dates for these reports hawe bstablished and we are required to disclodesiiProxy Statement any failure to file, or
late filing, of such reports with respect to fisgahr 2009.

To our knowledge, based solely on a review of tbetiBn 16(a) reports furnished to us and writtggresentations that no other reports
were required to be filed pursuant to Section 16¢a) the related rules of the SEC, for transactiamasirring in fiscal year 2009, our officers,
directors and holders of more than 10% of our comstock filed all Section 16(a) reports on a timedsis, other than as described
below. For transactions occurring in fiscal ye@®2, one or more Forms 4 (Statement of Changeeoétial Ownership) was inadvertently
filed late for each of the following persons, adioated: Mr. Robert Averill, a member of our boafdlirectors (three filings disclosing a total
of three transactions); Stanley Hirschman, a mermabeur board of directors (one filing disclosingde transactions); D. Walker Wainwrig
a member of our board of directors (one filing tlising four transactions, including one in 2008 #mée in 2009); Glenn Patterson, a

member of our board of directors (1 filing dischgilO transactions including 1 in 2007, 4 in 2008 & in 2009), and % Amended Trust for
the Benefit of Security Holders of Mega-C Power fiéwation, a person holding more than 10 percenuotommon stock (two filings
disclosing a total of none transactions). Forgeations occurring in fiscal year 2009, one or ntcarsactions were not reported on Form 4:
James Winner (1 transaction), Hare Advisors (1smation), Manatuck Hill Partners, LLC (1 transag}icand Igor Filipenko (1 known
transaction).

OTHER BUSINESS

Except for the matters described herein, as ofittte of this Proxy Statement, the board of directlres not intend to present any
other business for action at the annual meetingaow/s of no other matters to be presented atrihea meeting that are proper subjects for
action by the stockholders. However, if any othesibess should properly come before the annualinggét is intended that votes will be
cast pursuant to the authority granted by the sedgroxy in accordance with the best judgmenh@fierson acting under the proxy.

DIRECTOR CANDIDATE NOMINEES FOR 2011 ANNUAL MEETING

Stockholders wishing to propose nominees for dimsctor next year's Annual Meeting of Stockholdsheuld submit such proposed
nominees to us by the date that stockholder prdpdsanext year's Proxy Statement must be receiwdich is 120 days before the date on
which next year’s proxy statement will be mailedhieth the Company anticipates will be on or abouyyMa2011. Refer to “Stockholder
Proposals for Annual Meeting in 2011.” All nomingesposed by stockholders will be considered bybiberd of directors in making its
nominations for directors, but not every proposedhimee will be accepted. Stockholders also haveigin to nominate persons for election
as directors in accordance with procedures sdt forbur By-Laws.

STOCKHOLDER PROPOSALS FOR 2011 ANNUAL MEETING




If a stockholder wishes to submit a stockholdeppsal pursuant to Rule 14a-5(e) of the Exchangdakdhclusion in our Proxy
Statement for the 2011 Annual Meeting of Stockhiddere must receive such proposal and supportatgreents, if any, at our principal
executive office at a reasonable time before weénbiegprint our annual meeting proxy statementtd@ckholder’s notice to our secretary must
set forth as to each matter the stockholder praptusbring before the 2011 Annual Meeting of Stadilbrs: (1) a brief description of the
business desired to be brought before the 2011 @riviaeting of Stockholders; (2) the reason(s) farducting such business at the 2011
Annual Meeting of Stockholders; (3) the name amdre address of the stockholder proposing suchbasij (4) the class and number of our
shares that are beneficially owned by the stocldrgbdoposing such business; and (5) any financiatést in the proposed business of the
stockholder proposing such business.

If a stockholder wishes to submit a stockholdeppsal outside of Rule 14a-5(e) to be brought betteee?2011 Annual Meeting of
Stockholders, the stockholder must give timely e®tn writing to our secretary. We must receivehsoigtice at our principal executive office
not less than 60 days nor more than 90 days pritiret date of the 2011 Annual Meeting of Stockhdpursuant to our By-Laws.

Such proposals should be submitted in writing teioA Power International, Inc., 3601 Clover LanewNCastle, PA 16105.
QUESTIONS
Proposals

You should rely only on the information containadr incorporated by reference in this Proxy St&teinto vote on the proposals
herein. We have not authorized anyone to providewith information that is different from what ismtained in this Proxy Statement. You
should not assume that the information containatérProxy Statement is accurate as of any dagr tthn the date hereof, and the mailing
of this Proxy Statement to our stockholders shatlaneate any implication to the contrary.

If you have any questions regarding the proposatudsed in this Proxy Statement, you should cénfadon Power International,
Inc. 3601 Clover Lane, New Castle, PA 16105.

Common Stock

If you have any questions with respect to votingryshares, or if you would like additional copidgtas Proxy Statement, you
should contact our transfer agent:

Continental Transfer & Trust
17 Battery Place
New York, NY 10004

FOR MORE INFORMATION

We file quarterly and annual reports on Form 10r@ Borm 10-K, respectively, proxy statements ameéoinformation with the
Commission. You may read and copy any reportssistants or other information we file at the Comnais& public reference room, located
at 100 F Street NE, Washington, D.C. 20549. Plealiéhe Commission at (800) 732-0330 for furthgoimation on the public reference
room. Our Commission filings are also availabléhi® public via: (1) commercial document retrievaivices; (2) the Commission’s website,
www.sec.goV, and (3) our website, www.axionpower.com

FINANCIAL STATEMENTS AVAILABLE

A copy of our Annual Report on Form 10-K for thedal year ended December 31, 2009 filed with th€ BEavailable without charge upon
written request to: 3601 Clover Lane, New CastlellBA05; Attn: Investor Relations.




HOUSEHOLDING INFORMATION

As permitted by the SE€’proxy statement rules, we will deliver only orapyg of our 2009 Annual Report to Shareholders @& finoxy
statement to two or more shareholders who sharadainess, unless we have received contrary instngtfrom one or more of t
shareholders. We will deliver promptly, upon writter oral request, a separate copy of the annpatter proxy statement to a sharehold
a shared address to which a single copy of the dents was delivered. Conversely, shareholdersrgham address who are recei\
multiple copies of our annual reports or proxy en@nts may request delivery of a single copy. Sauckquest must be directed to
Shareholders Department of the transfer by maiCemtinental Transfer & Trust, 17 Battery Place, N¥ark, NY 10004, Attentior
Shareholders Department. Each request must inthedleaame of the stockholder, the name of his bemefirm and the account numbe
his brokerage account. Please allow 72 hours femaipt by the transfer agent for any such requetstke effect.

SIGNATURES
By Order of the Board of Director

/s/ Thomas Granville
THOMAS GRANVILLE
Chief Executive Office
April 21, 2010

PROXY
AXION POWER INTERNATIONAL, INC.

The undersigned hereby appoints Thomas GranvitleGirarles Trego, and each of them, with full powefesubstitution, to vote for and on
behalf of the undersigned at the annual meetirgjanfkholders of Axion Power International, Incb®held on June 9, 2010, and any
adjournment thereof, upon matters properly comigipie the meeting, as set forth in the related ddodif Meeting and Proxy Statement, both
of which have been received by the undersignechiitotherwise limiting the general authorizatiaveg hereby, said attorneys and proxies
are instructed to vote on the following issues as

follows:

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED I N THE MANNER DIRECTED BY THE UNDERSIGNED
SHAREHOLDER. IF THIS PROXY IS EXECUTED BUT NO DIREC TION IS MADE, THIS PROXY WILL BE VOTED "FOR"
EACH OF THE MATTERS DESCRIBED ON THE REVERSE SIDE.

(CONTINUED AND TO BE SIGNED ON THE REVERSE SIDE)




ANNUAL MEETING OF STOCKHOLDERS OF
AXION POWER INTERNATIONAL, INC.
June 9, 2010

PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCL@® ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR
BLACK INK AS SHOWN HEREIX]

1. Nominees for directors:
COMMON STOCKHOLDERS VOTE FOR THE TWO DIRECTORS DIRELY BELOW

Robert Averill
FOR AGAINST ABSTAIN

Thomas Granville
FOR AGAINST ABSTAIN

2. To ratify the selection of EFP Rotenberg asGbenpany’s independent registered public accourdtingfor the fiscal year ending
December 31, 2010;

FOR AGAINST ____ ABSTAIN

3. To increase authorized shares of Common Stock 100,000,000 to 125,000,000 shares.

FOR AGAINST ___ ABSTAIN

WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, YOU ARE URGED TO EXECUTE AND RETURN THIS
PROXY, WHICH MAY BE REVOKED AT ANY TIME PRIOR TO IT S USE. THIS PROXY IS SOLICITED ON BEHALF OF THE
COMPANY'S BOARD OF DIRECTORS.

Signature of Shareholder:

Date:

Signature of Shareholder:

Date:

NOTE: Please sign exactly as your name or namesaamm this Proxy. When shares are held jointlghd®lder should sign. When signi
as executor, administrator, attorney, trustee ardjan, please give full title as such. If the gigis a corporation, please sign full corporate
name by duly authorized officer, giving full tithes such. If signer is a partnership, please sigraitnership name by authorized persdmy
proxies which are signed and returned but for whichone or more items are left blank will be considemto be a vote FOR the items
which are left blank.

Nonvoting Item:

Please print Change of Address in the box provisdw:




