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QS ENERGY, INC.
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Tomball, Texas 77375
NOTICE OF 2017 ANNUAL MEETING OF STOCKHOLDERS
To Be Held on July 14, 2017
To Our Stockholders:
You are cordially invited to attend the 2017 annual Meeting of Stockholders (the “2017 Annual Meeting”) of QS Energy, Inc. (the
“Company” or “our”), which will be held at La Torretta Lake Resort, 600 La Torretta Blvd, Montgomery, Texas 77356 at 10:00a.m.
(CDT) on Friday, July 14, 2017. For your convenience, we are also pleased to offer a live webcast of our Annual Meeting at
http://www.qsenergy.com/webcast, for viewing purposes only. The 2017 Annual Meeting will be held for the purposes of considering and
voting upon:
1.

A proposal to elect seven (7) directors to our Board of Directors (the “Board”), each for a term of either 1, 2, or 3 years.

2.
A proposal to ratify the appointment of Weinberg & Co., P.A., as our independent auditor for the fiscal year ending
December 31, 2017.
3.
A proposal to increase the number of authorized shares of common stock and create and authorize shares of preferred stock
of the Company.
4.

A proposal to hold a non-binding advisory vote on executive compensation.

These matters are described more fully in the proxy statement accompanying this notice.
Our stockholders will also act upon such other business as may properly come before the meeting or any adjournment or
postponement thereof. The Board is not aware of any other business to be presented to a vote of the stockholders at the 2017 Annual
Meeting.
The Board has fixed the close of business on May 15, 2017, as the record date (the “Record Date”) for determining those
stockholders who will be entitled to notice of and to vote at the 2017 Annual Meeting. A list of stockholders entitled to vote at the 2017
Annual Meeting will be available at the 2017 Annual Meeting and at the offices of the Company.
Representation of at least a majority in voting interest of our common stock either in person or by proxy is required to constitute a
quorum for purposes of voting at the 2017 Annual Meeting. Accordingly, it is important that your shares be represented at the 2017 Annual
Meeting. WHETHER OR NOT YOU PLAN TO ATTEND THE 2017 ANNUAL MEETING, PLEASE COMPLETE, DATE AND
SIGN THE ENCLOSED PROXY CARD AND RETURN IT IN THE ENCLOSED ENVELOPE. Your proxy may be revoked at any
time prior to the time it is voted at the 2017 Annual Meeting.
Please read the accompanying proxy material carefully. Your vote is important and we appreciate your cooperation in considering
and acting on the matters presented.
By Order of the Board of Directors,
/s/Jason Lane
Jason Lane
Chief Executive Officer
June 7, 2017
Tomball, Texas

Stockholders Should Read the Entire Proxy Statement
Carefully Prior to Returning Their Proxies.
This Proxy Statement, our Annual Report on Form 10K for the fiscal year ended December 31, 2016,
and our Form 10-Q for the quarter ended March 31, 2017 are available at www.sec.gov.

Questions and Answers About
Our 2017 Annual Meeting and this Proxy Statement
Q: Why am I receiving these materials?
A: The Board of Directors (the “Board”) of QS Energy, Inc., a Nevada corporation (which may be referred to in this Proxy Statement as
“we,” “us,” “our,” the “Company” or “QS Energy”), is providing these proxy materials to you in connection with our 2017 Annual Meeting
of Stockholders (the “2017 Annual Meeting”), which will take place on July 14, 2017. As a stockholder on the Record Date (as defined
below), you are invited to attend the 2017 Annual Meeting and are entitled and requested to vote on the items of business described in this
proxy statement (the “Proxy Statement”).
Q: What information is contained in this Proxy Statement?
A: The information included in this Proxy Statement relates to the proposals to be voted on at the 2017 Annual Meeting, the voting process,
the compensation of directors and the most highly paid executive officers, beneficial ownership of the Company’s common stock, and
certain other required information.
Q: What items of business will be voted on at the 2017 Annual Meeting?
A: The items of business scheduled to be voted on at the 2017 Annual Meeting are:
1. A proposal to elect seven (7) directors to our Board of Directors (the “Board”).
2. A proposal to ratify the appointment of Weinberg & Co., P.A., as our independent auditor for the fiscal year ending December 31,
2017.
3. A proposal to increase the number of authorized shares of common stock and create and authorize shares of preferred stock of the
Company.
4. A proposal to hold a non-binding advisory vote on executive compensation, referred to as a “Say on Pay” vote.
We will also consider other business that properly comes before the 2017 Annual Meeting.
Q: How does the Board recommend that I vote?
A: Our Board recommends that you:
1. Vote your shares: “FOR” the nominees to the Board.
2. Vote your shares “FOR” the ratification of the appointment of Weinberg & Co., P.A., as our independent auditor for the fiscal year
ending December 31, 2017.
3. Vote your shares “FOR” the approval of the increase in the number of authorized shares of common stock and creation and
authorization of shares of preferred stock of the Company.
4. Vote your shares “FOR” the advisory vote on executive compensation, referred to as a “Say on Pay” vote.
Q: Who is entitled to vote at the 2017 Annual Meeting?
A: Only stockholders of record at the close of business on May 15, 2017 are entitled to vote at the 2017 Annual Meeting. We refer to this
date as our “Record Date.”
You may vote all shares of QS Energy common stock you own as of the Record Date, including (1) shares that are held directly in your
name as the stockholder of record, and (2) shares held for you as the beneficial owner through a broker, trustee or other nominee, such as a
bank.
On the Record Date, we had 205,706,106 shares of common stock issued and outstanding.
Q: What are the voting rights of the Company’s holders of common stock?
A: Each outstanding share of the Company’s common stock owned as of the Record Date will be entitled to one vote on each matter
considered at the meeting.
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Q: What is the difference between holding shares as a stockholder of record and holding shares as a beneficial owner?
A: Many of our stockholders hold their shares through a broker or other nominee rather than directly in their own name. We have
summarized below some of the distinctions between being a stockholder of record and being a beneficial owner:
Stockholder of Record: If your shares are registered directly in your name, or as a joint holder, with our transfer agent, NATCO,
you are considered, with respect to those shares, the stockholder of record, and either written proxy materials and a Notice of Annual
Meeting are being sent to you directly by QS Energy. As a stockholder of record, you have the right to grant your voting proxy directly to
us or to vote in person at the 2017 Annual Meeting.
Beneficial Owner: If your shares are held in a brokerage account or by another nominee, you are considered the beneficial owner
of shares held in street name, and the Notice of Annual Meeting and proxy materials, together with a voting instruction card, are being
forwarded to you by your broker or other nominee. As a beneficial owner, you have the right to direct your broker, trustee or nominee how
to vote and are also invited to attend the 2017 Annual Meeting.
Because a beneficial owner is not the stockholder of record, you may not vote these shares in person at the meeting unless you obtain a
“legal proxy” from the broker, trustee or nominee that holds your shares, giving you the right to vote the shares at the 2017 Annual
Meeting. Your broker, trustee or nominee is responsible for providing voting instructions for you to use in directing the broker, trustee or
nominee how to vote your shares.
Q: How can I attend the 2017 Annual Meeting?
A: You are entitled to attend the 2017 Annual Meeting only if you were a stockholder of record of our common stock as of the close of
business on the Record Date or you hold a valid proxy for the 2017 Annual Meeting. You will need to present a valid government-issued or
other acceptable photo identification for admittance. A list of stockholders eligible to vote at the 2017 Annual Meeting will be available for
inspection at the 2017 Annual Meeting and for a period of ten days prior to the 2017 Annual Meeting, during regular business hours, at our
principal executive office, which is located at 23902 FM 2978, Tomball, Texas 77375.
If you are not a stockholder of record but hold shares through a broker or nominee (i.e., in street name), you will need to provide proof of
beneficial ownership on the Record Date, such as your most recent account statement dated as of or prior to May 15, 2017, a copy of the
voting instruction card provided by your broker, trustee or nominee, or other similar evidence of ownership. If, upon request, you do not
provide photo identification or the other materials described above, you will not be admitted to the 2017 Annual Meeting.
Cameras, recording devices and other similar electronic devices will not be permitted at the meeting.
The 2017 Annual Meeting will begin promptly at 10:00 a.m. (CDT). Check-in will begin at 9:00 a.m. (CDT), and you should allow ample
time for the check-in procedures.
Even if you plan to attend the 2017 Annual Meeting, we recommend that you also submit your proxy or voting instructions as described
above so that your vote will be counted if you later decide not to attend the 2017 Annual Meeting.
Q: Is the Annual Meeting going to be webcast?
A: For your convenience, we are pleased to offer a live webcast of our Annual Meeting at http://www.qsenergy.com/webcast, for viewing
purposes only.
Q: How can I vote?
A: Whether you hold shares directly as a stockholder of record or beneficially in street name, you may attend the meeting and vote, or you
may direct how your shares are voted without attending the 2017 Annual Meeting, by signing, dating, and mailing the enclosed proxy card.
Q: Is cumulative voting permitted for the election of directors?
A: No, you may not cumulate your votes for the election of directors.
Q: How are my votes cast when I return a proxy card?
A: When you properly authorize a proxy by signing a written proxy, you appoint Jason Lane and Michael McMullen, our Chief Executive
Officer and our Chief Financial Officer, respectively, as your representatives at the 2017 Annual Meeting. Mr. Lane and Mr. McMullen
will vote your shares at the 2017 Annual Meeting as you have instructed them in the proxy. Mr. Lane and Mr. McMullen are also entitled
to appoint substitutes to act on their behalf.

2

Q: Can I change my vote?
A: Yes. You may change your vote at any time prior to the vote at the 2017 Annual Meeting. If you are the stockholder of record, you may
change your vote by granting a properly authorized new proxy with a later date by mail (which automatically revokes the earlier proxy), or
by providing a written notice of revocation to our Corporate Secretary prior to your shares being voted, or by attending the 2017 Annual
Meeting and voting in person. For your written notice of revocation to be effective, it must be received by our Corporate Secretary at our
principal executive offices no later than July 13, 2017. Attendance at the 2017 Annual Meeting will not cause your previously granted
proxy to be revoked unless you specifically so request or you cast a new vote. For shares you hold beneficially in street name, you may
change your vote by submitting new voting instructions to your broker, trustee or nominee, or, if you have obtained a legal proxy from your
broker, trustee or nominee giving you the right to vote your shares, by attending the 2017 Annual Meeting and voting in person.
Q: Who can help answer my questions?
A: If you have any questions about the 2017 Annual Meeting or how to vote or revoke your proxy, you should e-mail questions to Michael
McMullen at mike.mcmullen@qsenergy.com. You may also contact us if you need additional copies of this Proxy Statement or voting
materials.
Q: Is my vote confidential?
A: Proxies, ballots and voting instructions and tabulations that identify individual stockholders will be tabulated and will be handled in a
manner that protects your voting privacy. Your vote will not be disclosed either within QS Energy or to third parties, except as necessary to
meet applicable legal requirements and to allow for the tabulation of votes and certification of the vote.
Q: How many shares must be present or represented to conduct business at the 2017 Annual Meeting?
A: The quorum requirement for holding the 2017 Annual Meeting and transacting business is that holders of a majority of shares of QS
Energy common stock entitled to vote must be present in person or represented by proxy at the 2017 Annual Meeting. Abstentions are
counted for the purpose of determining the presence of a quorum.
Q: What if a quorum is not present at the 2017 Annual Meeting?
A: If a quorum is not present or represented at the 2017 Annual Meeting, the stockholders present or represented at the meeting and entitled
to vote, although less than a quorum, or if no stockholder is present, any officer entitled to preside or to act as secretary of such meeting,
may adjourn the 2017 Annual Meeting until a quorum is present or represented. The time and place of the adjourned meeting will be
announced at the time the adjournment is taken and no other notice will be given, unless the adjournment is for 30 or more days from the
date of the original meeting or a new record date is set for the adjourned meeting.
Q: What vote is required to approve each of the proposals and how are votes counted?
A: In voting with regard to the proposal to elect directors (Proposal 1), stockholders may vote in favor of all the nominees, withhold their
votes as to all nominees or withhold their votes as to a specific nominee. The vote required by Proposal 1 is governed by Nevada law and is
a plurality of the votes cast by the holders of shares entitled to vote (i.e., nominees receiving the highest number of votes, up to the number
of nominees to be elected, will be elected to the Board), provided a quorum is present. As a result, in accordance with Nevada law, votes
that are withheld and broker non-votes will not be counted and will have no effect on the voting for election of directors.
In voting with regard to the proposal to ratify the appointment of our independent auditor (Proposal 2), stockholders may vote in favor of
such proposal or against such proposal or may abstain from voting. The vote required to approve Proposal 2 is governed by Nevada law,
and the minimum vote required is a majority of the total votes cast on such proposal, provided a quorum is present. As a result, in
accordance with Nevada law, abstentions and broker non-votes will not be counted and will have no effect on the outcome of the vote on
this proposal.
In the event of a broker non-vote with respect to Proposal 3, related to the amendment of the Company’s Articles of Incorporation to
increase the number of authorized shares of common stock and preferred stock of the Company, the broker non-vote will have the effect of
a vote against Proposal 3 inasmuch as adoption of Proposal 3 requires the affirmative vote of a majority of the outstanding shares of
common stock of the Company.
The non-binding advisory vote on executive compensation (Proposal 4) will be determined by a vote of the majority of the total votes cast
on such proposal, provided a quorum is present.
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If you provide specific instructions with regard to certain items, your shares will be voted as you instruct on such items. If no instructions
are specified, your shares will be voted in accordance with the recommendations of the Board as described above under “How does the
Board recommend that I vote?” with respect to the four proposals described in this Proxy Statement and in the discretion of the proxy
holders on any other matters that properly come before the 2017 Annual Meeting.
Q: What is a broker non-vote?
A: If you hold shares beneficially in street name and do not provide your broker with voting instructions, your shares may constitute
“broker non-votes.” Generally, broker non-votes occur on a matter when a broker is not permitted to vote on that matter without
instructions from the beneficial owner and such instructions are not given. Under the rules that govern brokers, brokers have the discretion
to vote on routine matters, but not on non-routine matters. The ratification of the appointment of the Company’s independent auditors is a
matter considered routine under applicable rules, and your broker is allowed to vote your shares on your behalf in its discretion without
instructions from you. Non-routine matters include the election of directors, the proposal to increase the number of authorized shares of
common stock and create and authorize shares of preferred stock, and the advisory Say on Pay vote. Accordingly, if you hold your shares in
street name and you want your shares voted on these matters, it is critical that you provide voting instructions to your broker. We encourage
you to provide voting instructions to the organization that holds your shares in order to minimize the number of broker non-votes.
In tabulating the voting result for any particular proposal, shares that constitute broker non-votes are not considered entitled to vote on that
proposal and they are also not considered affirmative or negative votes on any proposal. Thus, broker non-votes will not affect the outcome
of any matter being voted on at the 2017 Annual Meeting, except for Proposal 3 (amendment to Articles of Incorporation to increase
authorized common shares and create and authorize preferred shares), which requires the affirmative vote of a majority of the outstanding
shares of common stock of the Company.
Q: What is a classified Board of Directors?
A: In 2016, the Board of Directors of the Company amended the Bylaws of the Company to divide Directors into three classes: Class I,
Class II, and Class III. Under this classified board structure, generally only those Board Members in a single class may be replaced in any
one year, and it would require a minimum of two years to change a majority of the Board and effect a change in control under normal
circumstances. The Board believes that it is in the best interest of the Company to have a classified board structure. The classified board
structure ensures that at any given time there are experienced board members serving on the Board who are familiar with the Company, its
business, operations, and technology, and its relationships. The Board believes that a three year term also facilitates long-term
policymaking, as Board members are more free to focus on the long-term interests of the Company and its shareholders.
Q: Why are we voting on nominees for all three classes of Directors at the 2017 Annual Meeting?
A: Generally only one class of Directors stands for election each year. However, as this is the first annual meeting of the stockholders
following the adoption of the classified board structure by the Company, Directors shall be elected to each of Class I, Class II, and Class III
at the 2017 Annual Meeting, and designated to serve one, two, or three year terms, respectively. Thereafter, the term of office of each
Director shall be three years. (See “Proposal 1: Election of Directors,” below). Each Director elected shall hold office within his or her class
until his or her successor is elected and qualified, or until his or her earlier resignation or removal. Directors need not be stockholders.
Q: What happens if a nominee is unable to stand for election?
A: If a nominee is unable to stand for election, the Board may either reduce the number of directors to be elected or substitute a nominee. If
a substitute nominee is selected, the proxy holders, Mr. Lane and Mr. McMullen, will vote your shares for the substitute nominee, unless
you have withheld authority.
Q: What happens if additional matters are presented at the 2017 Annual Meeting?
A: Other than the four items of business described in this Proxy Statement, we are not aware of any other business to be acted upon at the
2017 Annual Meeting. If you grant a proxy, the persons named as proxyholders, Mr. Lane and Mr. McMullen, will have the discretion to
vote your shares on any additional matters properly presented for a vote at the 2017 Annual Meeting.
Q: If the shareholders approve Proposal 3, related to the amendment of the Company’s Articles of Incorporation to increase the
number of authorized shares of common stock and authorize preferred stock of the Company, what limits will be placed on the
Board with respect to the issuance of such stock?
A: If Proposal 3 is approved, and except for the issuance of stock options under the Company’s existing Director Compensation Policy, any
issuance of common or preferred shares of the Company shall require unanimous approval of the Board. Notwithstanding, the Company’s
CEO, Jason Lane, exercising his business judgment, will be permitted to issue common or preferred shares of the Company in furtherance
of a commercial transaction, subject to ratification by a majority vote of the Board.
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Q: Who will serve as inspector of elections?
A: Nevada Agency and Transfer Company (“NATCO”) will act as inspector of elections.
Q: What does it mean if I receive more than one Notice of Annual Meeting and/or set of written proxy materials?
A: If you receive more than one Notice of Annual Meeting and/or more than one set of written proxy materials, it means your shares are
not all registered or held in the same way (for example, some are registered in your name and others are registered jointly with a spouse)
and are in more than one account. In order to ensure that you vote all of the shares that you are entitled to vote, you should authorize a
proxy to vote all proxy cards to which you are provided access. Similarly, for all shares you hold in street name, you should follow the
voting instructions provided by each broker, trustee or nominee for the shares held on your behalf by that broker, trustee or nominee.
Q: Who will bear the cost of soliciting votes for the 2017 Annual Meeting?
A: QS Energy is making this solicitation and will pay the entire cost of preparing, assembling, printing, mailing and distributing these proxy
materials and soliciting votes. In addition to the mailing of these proxy materials, the solicitation of proxies or votes may be made in
person, by telephone or by electronic communication by our directors, officers and employees. These individuals will not receive any
additional compensation for such solicitation activities. QS Energy may, if appropriate, retain an independent proxy solicitation firm to
assist in soliciting proxies. If QS Energy does retain a proxy solicitation firm, QS Energy would pay such firm’s customary fees and
expenses. Upon request, we will also reimburse brokerage houses and other custodians, nominees and fiduciaries for forwarding proxy
materials to stockholders.
Q: Where can I find the voting results of the 2017 Annual Meeting?
A: We intend to announce preliminary voting results at the 2017 Annual Meeting, and after the meeting we will publish final results in a
Current Report on Form 8-K to be filed with the Securities and Exchange Commission.
Q: What if I have questions for QS Energy’s transfer agent?
A: Please contact our transfer agent, at the phone number or address listed below, if you are a registered stockholder and have questions
concerning stock certificates, transfers or ownership or other matters pertaining to your stock account.
Nevada Agency and Transfer Company
50 West Liberty Street, Suite 880
Reno, Nevada 89501
Attention: Proxy Department
Fax #775-322-5623 or stocktransfer@natco.org
Q: What is the deadline for submitting proposals for inclusion in QS Energy’s proxy statement for the 2018 Annual Meeting of
Stockholders?
A: Pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, as amended, stockholders may present proper proposals for inclusion
in our proxy statement relating to, and for consideration at, the 2018 Annual Meeting of Stockholders, by submitting their proposals to us
no later than the 120th day prior to the anniversary of the date of these proxy materials, February 7, 2018. Any proposal so submitted must
comply with the rules and eligibility requirements of the Securities and Exchange Commission.
For more information on how to submit proposals, see the section immediately below.
Q: What is the deadline for submitting proposals to be presented on the floor of the 2018 Annual Meeting of Stockholders and not
in QS Energy’s proxy statement or to nominate individuals to serve as directors?
A: Under our Bylaws, a stockholder may nominate a director or submit a proposal for consideration at an annual meeting by giving timely
notice to QS Energy. To be timely, that notice must contain information specified in our Bylaws and be received by us at our principal
executive office at 23902 FM 2978, Tomball, Texas 77373, not less than 90 days nor more than 120 days prior to the first anniversary of
the preceding year’s annual meeting. If, however, the date of the annual meeting is advanced by more than 20 days, or delayed by more
than 60 days, from the first anniversary of the preceding year’s annual meeting, a stockholder’s notice must be received not earlier than the
120th day prior to such annual meeting and not later than the close of business on the later of the 90th day prior to such annual meeting and
the tenth day following the day on which notice of the date of such annual meeting was mailed or public disclosure of the date of such
annual meeting was made. Therefore, we must receive your nomination or proposal no sooner than March 16, 2018, and no later than April
15, 2018, unless the date of the 2018 Annual Meeting is advanced by more than 20 days, or delayed by more than 60 days, from the first
anniversary of the 2017 Annual Meeting.
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PROXY STATEMENT FOR
2017 ANNUAL MEETING OF STOCKHOLDERS
OF
QS ENERGY, INC.
To Be Held on July 14, 2017
This proxy statement is furnished in connection with the solicitation by our Board of Directors (the “Board”) of proxies to be voted
at the 2017 Annual Meeting of Stockholders (the “2017 Annual Meeting”) of QS Energy, Inc. (the “Company”), which will be held at
10:00 a.m. (CDT) on Friday, July 14, 2017 at La Torretta Lake Resort, 600 La Torretta Blvd, Montgomery, Texas 77356, or at any
adjournments or postponements thereof, for the purposes set forth in the accompanying Notice of the 2017 Annual Meeting of Stockholders
(the “Notice”). This proxy statement and the proxy card are first being delivered or mailed to stockholders on or about June 7, 2017. Our
Annual Report for the year ended December 31, 2016, on Form 10-K (the “10-K”) and our Quarterly Report for the fiscal quarter ended
March 31, 2017, on Form 10-Q (the “10-Q”) are being mailed to stockholders concurrently with this proxy statement. Neither our Annual
Report to Stockholders on Form 10-K nor our Quarterly Report to Stockholders on Form 10-Q is to be regarded as proxy soliciting material
or as a communication by means of which any solicitation of proxies is to be made.
VOTING RIGHTS AND SOLICITATION
The close of business on May 15, 2017, is the record date (the “Record Date”) for stockholders entitled to notice of and to vote at
the 2017 Annual Meeting. As of the Record Date, we had 205,706,106 shares of common stock, par value $.001 per share issued and
outstanding, and only those shares are entitled to vote on each of the proposals to be voted upon at the 2017 Annual Meeting. Holders of
the common stock of record entitled to vote at the 2017 Annual Meeting will have one vote for each share of common stock so held with
regard to each matter to be voted upon.
All votes will be tabulated by the inspector of elections appointed for the 2017 Annual Meeting, who will separately tabulate
affirmative and negative votes, abstentions and broker non-votes.
The holders of a majority in voting interest of the common stock outstanding and entitled to vote at the 2017 Annual Meeting shall
constitute a quorum for the transaction of business at the 2017 Annual Meeting. The voting interest of shares of the common stock
represented in person or by proxy will be counted for purposes of determining whether a quorum is present at the 2017 Annual Meeting.
Shares which abstain from voting as to a particular matter will be treated as shares that are present and entitled to vote for purposes of
determining the voting interest present and entitled to vote with respect to any particular matter, but will not be counted as votes cast on
such matter. If a broker or nominee holding stock in “street name” indicates on a proxy that it does not have discretionary authority to vote
as to a particular matter, those shares will not be counted as a vote cast on such matter.
In voting with regard to the proposal to elect directors (Proposal 1), stockholders may vote in favor of all the nominees, withhold
their votes as to all nominees or withhold their votes as to a specific nominee. The vote required by Proposal 1 is governed by Nevada law
and is a plurality of the votes cast by the holders of shares entitled to vote (i.e., nominees receiving the highest number of votes, up to the
number of nominees to be elected, will be elected to the Board), provided a quorum is present. As a result, in accordance with Nevada law,
votes that are withheld and broker non-votes will not be counted and will have no effect on the voting for election of directors.
In voting with regard to the proposal to ratify the appointment of our independent auditor (Proposal 2), stockholders may vote in
favor of such proposal or against such proposal or may abstain from voting. The vote required to approve Proposal 2 is governed by
Nevada law, and the minimum vote required is a majority of the total votes cast on such proposal, provided a quorum is present. As a
result, in accordance with Nevada law, abstentions and broker non-votes will not be counted and will have no effect on the outcome of the
vote on this proposal.
In the event of a broker non-vote with respect to Proposal 3, related to the amendment of the Company’s Articles of Incorporation
to increase the number of authorized shares of common stock and preferred stock of the Company, the broker non-vote will have the effect
of a vote against Proposal 3 inasmuch as adoption of Proposal 3 requires the affirmative vote of a majority of the outstanding shares of
common stock of the Company.
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The non-binding advisory vote on executive compensation (Proposal 4) will be determined by a vote of the majority of the total
votes cast on such proposal, provided a quorum is present.
Under the rules of The New York Stock Exchange (the “NYSE”) that govern most domestic stock brokerage firms, member
brokerage firms that hold shares in “street name” for beneficial owners may, to the extent that such beneficial owners do not furnish voting
instructions with respect to any or all proposals submitted for stockholder action, vote in their discretion upon proposals which are
considered “discretionary” proposals under the rules of the NYSE. Member brokerage firms that have received no instructions from their
clients as to “non-discretionary” proposals do not have discretion to vote on these proposals. Such broker non-votes will not be considered
as votes cast in determining the outcome of any proposal.
Shares of our common stock represented by proxies in the accompanying form which are properly executed and returned to us will
be voted at the 2017 Annual Meeting in accordance with the stockholders’ instructions contained therein. In the absence of contrary
instructions, shares represented by such proxies will be voted FOR each of Proposal 1, Proposal 2, Proposal 3, and Proposal 4. Management
does not know of any matters to be presented at the 2017 Annual Meeting other than those set forth in this proxy statement and in the
Notice accompanying this proxy statement. If other matters should properly come before the 2017 Annual Meeting, the proxy holders will
vote on such matters in accordance with their best judgment.
Any stockholder has the right to revoke his, her or its proxy at any time before it is voted at the 2017 Annual Meeting by giving
written notice to our Secretary, and by executing and delivering to the Secretary a duly executed proxy card bearing a later date, or by
appearing at the 2017 Annual Meeting and voting in person; provided, however, that under the rules of the NYSE, any beneficial owner
whose shares are held in “street name” by a member brokerage firm may revoke his, her or its proxy and vote his, her or its shares in person
at the 2017 Annual Meeting only in accordance with the applicable rules and procedures of the NYSE.
The entire cost of soliciting proxies will be borne by the Company. Proxies will be solicited principally through the use of the
mails, but, if deemed desirable, may be solicited personally or by telephone or by e-mail, or special letter by our officers and regular
employees for no additional compensation. Arrangements may be made with brokerage houses and other custodians, nominees and
fiduciaries to send proxies and proxy material to the beneficial owners of our common stock, and such persons may be reimbursed for their
expenses.
PROPOSAL 1
ELECTION OF DIRECTORS
Composition of Board of Directors
Our bylaws provide that the Board shall consist of between one and eight directors, as determined by the Board from time to time.
The Board currently consists of seven (7) members. The Board has fixed the size of the Board to be elected at the 2017 Annual Meeting at
seven (7) members. In 2016, the Board of Directors of the Company amended the Bylaws of the Company to divide Directors into three
classes: Class I, Class II and Class III. Under this classified board structure, generally only those Board Members in a single class may be
replaced in any one year, and it would require a minimum of two years to change a majority of the Board and effect a change in control
under normal circumstances. The Board believes that it is in the best interest of the Company to have a classified board structure. The
classified board structure ensures that at any given time there are experienced board members serving on the Board who are familiar with
the Company, its business, operations, and technology, and its relationships. The Board believes that a three year term also facilitates longterm policymaking, as Board members are more free to focus on the long-term interests of the Company and its shareholders.
Generally only one class of Board Members stands for election each year. However, as this is the first annual meeting of the
stockholders following the adoption of the classified board structure by the Company, Directors shall be elected to each of Class I, Class II,
and Class III at the 2017 Annual Meeting, and designated to serve one, two, or three year terms, respectively. Thereafter, the term of officer
of each Director shall be three years. Each Director elected shall hold office within his or her class until his or her successor is elected and
qualified, or until his or her earlier resignation or removal. Directors need not be stockholders. There are no family relationships among any
of our current directors, the nominees for directors or our executive officers.
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The proxy holders named on the proxy card intend to vote all proxies received by them in the accompanying form for the election
of the nominees listed below to the director class listed below, unless instructions to the contrary are marked on the proxy. These nominees
and their director class have been selected by the Board. With the exception of William Green, the nominees are currently members of the
Board. If elected, William Green will begin his term on the Board as of July 14, 2017, subsequent to his planned retirement from Devon
Energy Corporation on July 5, 2017. Each elected nominee will serve until the annual meeting of stockholders listed in the chart below
corresponding to his or her director class, or until his or her successor has been duly elected and qualified.
In the event that a nominee is unable or declines to serve as a director at the time of the 2017 Annual Meeting, the proxies will be
voted for any nominee who shall be designated by the present Board to fill the vacancy, or the size of the Board may be reduced. In the
event that additional persons are nominated for election as directors, the proxy holders intend to vote all proxies received by them for the
nominees listed below, unless instructions are given to the contrary. As of the date of this proxy statement, the Board is not aware of any
nominee who is unable or will decline to serve as a director. The Board may at an appropriate later date increase or decrease the size of the
Board, and appoint new directors to fill any vacancies on the Board.
Nominees for Election as Directors
The following is certain information as of June 7, 2017, regarding the nominees for election as directors:
Name of Nominee

Age

Director Since

Independent

Nominees whose initial one-year terms expire at the 2018 Annual Meeting (Class I Directors)
Eric Bunting
47
2017
Yes
Thomas Bundros (1)
60
2015
Yes
Nominees whose initial two-year terms expire at the 2019 Annual Meeting (Class II Directors)
Don Dickson
61
2013
Yes
William Green
60
N/A(3)
Yes
Nominees whose initial three-year terms expire at the 2020 Annual Meeting (Class III Directors)
Gary Buchler
60
2017
Yes
Jason Lane (2)
42
2017
No
Richard W. Munn
60
2017
Yes

Audit
Committee
X
X
X

(1) Chairman of the Audit Committee of the Board of Directors
(2) Chairman of the Board of Directors
(3) Mr. Green has not previously served on the Board of Directors of the Company.
Biographical Information Regarding Directors
Jason Lane (Non-Independent Director), was appointed effective April 1, 2017, to the Board of Directors as Chairman of the
Board of the Company and engaged on that same date as the Chief Executive Officer of the Company. Mr. Lane is a veteran of the oil and
gas industry with a 20-year track record of procuring and divesting oil and gas leases, mineral and royalty interests and production in the
lower 48 States through his own partnerships and joint ventures. His most recent large transaction includes lease divestitures to Halcon
Resources (Woodbine) and Terrace Energy LLC (Woodbine). Previously, Mr. Lane sold Rocky Mountain prospects to Bill Barrett Corp as
well as multiple prospects to Chesapeake Energy across East Texas. Additionally, Mr. Lane has operated and or participated in the drilling
of wells in Texas, Louisiana, Montana, and Wyoming. He has been the lead on all of his partnerships since 2002, with partners ranging
from family offices to hedge funds.
During his career, Mr. Lane has been directly involved in the leasing of over 650,000 prime acres for his partnerships. Also in the
royalty field, he has sold multiple royalty packages to NGP portfolio companies, Noble Royalties and other companies and funds. Mr. Lane
has also managed up to a 125 Landman operations which was responsible for title and lease acquisition work for several significant
companies throughout the United States.
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Eric Bunting, M.D. (Independent Director), was appointed to the Board of Directors of the Company effective April 1, 2017. Dr.
Bunting is a board-certified Ear, Nose, and Throat physician, and he is an owner and partner in an independent specialty group. This group
has partnered with Wichita Surgical Specialist (“WSS”), which remains one of the country’s largest surgical multispecialty groups. Dr.
Bunting has been on the board of directors of WSS for the last 10 years. Dr. Bunting graduated from Kansas University School of
Medicine and subsequently received specialty training at Kansas University Medical Center.
Dr. Bunting has many diverse business and entrepreneurial interests. Dr. Bunting has an interest in early startup companies and
franchising opportunities. He is an owner and partner in approximately 40 fast-casual restaurant franchises in 10 states. He has board of
director experience in the health care industry with multiple ambulatory surgical centers and a radiation center. Dr. Bunting has been an
integral part of these boards through merger and acquisition periods. Other interests are in the wine and spirits industry where Dr. Bunting
has been involved in a successful spirit start-up, which is poised for an acquisition opportunity. Dr. Bunting has other ongoing active
business investments in the evolving internet artificial intelligence industry, as it relates to marketing and advertising.
Dr. Bunting has been an investor in the Company, acquiring a significant number of shares over the last four years. During this
period, he has been and will remain an unbiased shareholder advocate looking forward to commercialization, deployment, and eventual
profitability for the Company.
Don Dickson (Independent Director), was appointed to Board of Directors of the Company on August 6, 2013, and currently is
employed with Kinder Morgan, Inc. working on the Northeast Energy Direct Project (“NED”), after finishing the Cortez Expansion project
as project manager / engineering principal / construction support. The NED project will serve the Northeast United States delivering natural
gas to the region, while the Cortez expansion project will increase the volume of CO2 being shipped from Southwest Colorado to West
Texas for oil recovery. Prior to rejoining Kinder Morgan, Mr. Dickson served as Chief Executive Officer for Advanced Pipeline Services
(“APS”). APS was established for the purpose of providing a full range of services to the oil and gas industry. Core business areas were in
new construction of pipeline and facilities, horizontal directional drilling and pipeline integrity/rehabilitation. Prior to APS, Mr. Dickson
worked for Kinder Morgan in their natural gas operations, retiring after twenty-six years. During his time at Kinder Morgan, he served in
different engineering capacities including as Director of Operations on two major pipeline projects, the 42” (REX) Rockies Mountain
Express through the state of Illinois, and the 42” (MEP) Midcontinent Express Pipeline through the state of Louisiana. He also was Director
of Operations with Tetra Resources completing various onshore and offshore oil and gas wells and a Senior Engineer with Halliburton
Services. Mr. Dickson earned his B.S. in Engineering from Oklahoma State University.
Thomas Bundros (Independent Director), was appointed to the Board of Directors of the Company effective January 5, 2015. Mr.
Bundros served as Chief Financial Officer at Colonial Pipeline Company from July 2009 to September 2012, the world's largest pipeline
operator transporting 100 million gallons of refined petroleum products daily across 5,500 miles of pipeline. Mr. Bundros currently holds
the post of Chief Executive Officer of Dalton Utilities (January 2016 to present), a provider of electricity, natural gas, water and
telecommunications services to the city of Dalton and portions of northwest Georgia. Prior to his appointment as Chief Executive Officer,
Mr. Bundros had served as Dalton Utilities’ Chief Operations Officer for Dalton Utilities since October 2012. Mr. Bundros was Chief
Financial Officer of Dalton Utilities from January 1997 to June 2009. Prior to Dalton Utilities, Mr. Bundros held various financial positions
in the Atlanta and New York offices of the Southern Company System, the 16th largest utility company in the world and the fourth largest
in the U.S. with over 4 million customers in Alabama, Georgia, Florida, and Mississippi. He earned his Master of Business Administration
in Finance and Bachelor of Science in Economics and Business Administration at the University of North Carolina at Greensboro.
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William Green (Independent Director), if elected, will begin his term on the Board as of July 14, 2017, subsequent to his planned
retirement from his position as Vice President of Natural Gas Sales for Devon Energy Corporation effective July 5, 2017. His Devon
Energy organization is charged with all U.S. Domestic Natural Gas Sales and Transportation activities. Mr. Green has over 30 years of
experience in natural gas marketing with Devon and Mitchell Energy Corporation, both major “Shale” players. Mr. Green is a graduate of
Niagara University with a Bachelor’s Degree in Business Administration. He served as Chairman of the Natural Gas Supply Association
(NGSA) until March 1, 2017, a member of the National Energy Service Association (NESA) and a member of the Texas Pipeline
Association (TPA), and recently served a three-year term on the Oklahoma University Energy Institute Advisory Board.
Gary Buchler (Independent Director), is Chief Operating Officer of the Natural Gas Pipeline business unit of Kinder Morgan, Inc.
(NYSE: KMI) and operator of one of the largest interstate pipeline systems in the United States. With oversight of a combined annual
expense/capital budget of $1.3 billion, Mr. Buchler is responsible for all Engineering, Operations, Environmental, Health and Safety
(EHS), and Land Management functions for roughly 70,000 miles of transmission and gathering pipelines. Mr. Buchler is responsible for
the day-to-day management of 3,900 employees, evaluation and oversight of expansion projects, and the evaluation of potential
acquisitions. As Chief Operating Officer of the KM Gas Pipelines, Mr. Buchler has been instrumental in the acquisition and integration of
more than $45 billion in pipeline assets at Kinder Morgan. Mr. Buchler has held various management positions at Kinder Morgan since
1979, including Vice-President Engineering/Operations Pipeline Group, Vice-President Eastern Pipeline Operations, Vice-President
Engineering and Operations Kinder Morgan Gas Treating/Kinderhawk Field Services, and Director of Pipeline Integrity. He earned a
Bachelor’s Degree in Electrical Engineering from the University of Iowa and an MBA from the Keller Graduate School of Management.
Richard W. Munn (Independent Director), is one of the top players in the royalty and mineral arena as demonstrated over the last
15 years with 39 years of industry experience. Of note, he managed the royalty acquisition teams at Noble Royalties and other companies,
closing on the acquisition of approximately $450 million worth of Royalty and Mineral Interests involving over 50 separate transactions.
Mr. Munn has a solid reputation and extensive relationships with private and public U.S.-based energy producers and mineral holders. He
has also managed his own exploration and production companies. From 2005 to 2007, Mr. Munn chaired the IPAA Business Development
Committee and from 2007 to 2009, he chaired the IPAA Business Development/ Membership Committee. From 2005 to 2007, Mr. Munn
chaired the Society of Petroleum Engineers Business Development Committee. In addition, to his network of oil and gas industry
relationships, Mr. Munn is a licensed registered professional geologist in Wyoming with a B.A. in Geology from the University of
Colorado.
Executive Officers
The following table sets forth certain information regarding our executive officers as of June 7, 2017.
Name

Age

Position

Jason Lane

42

Chief Executive Officer

Michael McMullen

57

Chief Financial Officer

For the biography of Jason Lane, please see above under “Biographical Information Regarding Directors.”
Michael McMullen was engaged as Chief Financial Officer of the Company on April 1, 2017, having previously joined QS
Energy in July 2013 as Controller. In this role, Mr. McMullen designed and managed implementation of the Company’s Sarbanes-Oxley
compliant internal controls and reporting procedures, and has been responsible for all financial operations and reporting. Mr. McMullen
has extensive managerial and oversight experience in the areas of corporate governance, capitalization, asset valuation and risk assessment.
Prior to joining QS Energy, Mr. McMullen served in senior executive capacities across a variety of industries. As a management
consultant and financial advisor to mid-market healthcare and technology entities, he specialized in providing growth and transition
management oversight to companies serving hospitals and cancer centers. In his role as Director of Strategic Development at Leema
Energy Resources he managed acquisition, valuation and due diligence cycles for the purchase and resale of energy-related assets acquired
from distressed savings and loan institutions, resulting in sale-leaseback, leveraged buyout and resale transactions totaling $150 million. At
FloWind Corporation, Mr. McMullen structured domestic power plant contracts, international joint venture agreements and equipment
sales contracts in excess of $200 million and was responsible for management of FloWind’s $7 million research program, resulting in the
development of the company’s next generation wind turbine technology. As CFO of SomethingNow, Inc. he was responsible for all finance
and operations activities related to growing this internet company from start-up to commercial operations, resulting in the infusion of $20M
in capital, establishing key strategic relationships and ultimately negotiating and closing the sale of the company to a NASDAQ 100
company.
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CORPORATE GOVERNANCE
We maintain a corporate governance page on our corporate website at www.qsenergy.com, which includes information regarding
the Company’s corporate governance practices. Our codes of business conduct and ethics, Board committee charters and certain other
corporate governance documents and policies are posted on our website. In addition, we will provide a copy of any of these documents
without charge to any stockholder upon written request made to Corporate Secretary, QS Energy, Inc., 23902 FM 2978, Tomball, Texas
77373. The information on our website is not, and shall not be deemed to be, a part of this proxy statement or incorporated by reference
into this or any other filing we make with the Securities and Exchange Commission (the “SEC”).
Board of Directors
Director Independence
Our Board of Directors currently consists of six (6) members and has one (1) vacancy. As of May 15th, 2017, the Board has
affirmatively determined that the nominated seven (7) directors for the 2017 Annual Meeting are independent with the exception of Mr.
Lane, our Chief Executive Officer.
Meetings of the Board
The Board held four (4) meetings during 2016, and nine (9) meetings to date in 2017. The Audit Committee held four (4) meetings
during 2016, and two (2) meetings to date in 2017. Each of the directors attended 75% or more of the aggregate number of meetings of the
Board and Audit Committees on which the director served in 2016 and 2017. Each of our directors is encouraged to attend the Company’s
2017 Annual Meeting and to be available to answer any questions posed by stockholders to such director.
Communications with the Board
The following procedures have been established by the Board in order to facilitate communications between our stockholders and
the Board:
·

Stockholders may send correspondence, which should indicate that the sender is a stockholder, to the Board or to any
individual director, by mail to Corporate Secretary or CFO, QS Energy, Inc., 23902 FM 2978, Tomball, Texas 77373
or by e-mail to CFO Michael McMullen at mike.mcmullen@qsenergy.com.

·

Our Secretary or CFO will be responsible for the first review and logging of this correspondence and will forward the
communication to the director or directors to whom it is addressed unless it is a type of correspondence which the
Board has identified as correspondence which may be retained in our files and not sent to directors. The Board has
authorized the Secretary to retain and not send to directors communications that: (a) are advertising or promotional in
nature (offering goods or services), (b) solely relate to complaints by customers with respect to ordinary course of
business customer service and satisfaction issues or (c) clearly are unrelated to our business, industry, management or
Board or committee matters. These types of communications will be logged and filed but not circulated to directors.
Except as set forth in the preceding sentence, the Secretary will not screen communications sent to directors.

·

The log of stockholder correspondence will be available to members of the Board for inspection. At least once each
year, the Secretary will provide to the Board a summary of the communications received from stockholders, including
the communications not sent to directors in accordance with the procedures set forth above.

Our stockholders may also communicate directly with the non-management directors, individually or as a group, by mail c/o
Corporate Secretary or CFO, QS Energy, Inc., 23902 FM 2978, Tomball, Texas 77373 or by e-mail to Michael McMullen at
mike.mcmullen@qsenergy.com.
The Audit Committee has established procedures, as outlined in the Company’s policy for “Procedures for Accounting and
Auditing Matters,” for the receipt, retention and treatment of complaints regarding questionable accounting, internal controls, and financial
improprieties or auditing matters. Any of the Company’s employees may confidentially communicate concerns about any of these matters
by calling our CFO. Upon receipt of a complaint or concern, a determination will be made whether it pertains to accounting, internal
controls or auditing matters and if it does, it will be handled in accordance with the procedures established by the Audit Committee.
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Committees of the Board
The Board has a standing Audit Committee, that operates under a written charter. A copy of this charter, and other corporate
governance documents, are available on our website, www.qsenergy.com. In addition, we will provide a copy of any of these documents
without charge to any stockholder upon written request made to Corporate Secretary, QS Energy, Inc., 23902 FM 2978, Tomball, Texas
77373. On May 9, 2017, for the purpose of achieving cost savings and improving efficiency, the Board resolved that the Compensation
Committee and Nominating and Corporate Governance Committee of the Board would be eliminated. The Board has assumed the
responsibilities and obligations of those committees.
The composition, functions and general responsibilities of each committee are summarized below.
Audit Committee
The Audit Committee consists of Messrs. Bundros (chairperson), Buchler, and Dickson. The Board has determined that Messrs.
Bundros, Buchler, and Dickson are independent under rules of the SEC. The Audit Committee held a total of four (4) meetings during
2016, and a total of two (2) meetings to date during 2017, and each was attended by a majority of committee members.
The Audit Committee operates under a written charter. The Audit Committee’s duties include responsibility for reviewing our
accounting practices and audit procedures. In addition, the Audit Committee has responsibility for reviewing complaints about, and
investigating allegations of, financial impropriety or misconduct. The Audit Committee works closely with management and our
independent auditors. The Audit Committee may also meet with our independent auditors on a quarterly basis, following completion of
their quarterly reviews and annual audit, to review the results of their work. The Audit Committee may also meet with our independent
auditors to approve the annual scope of the audit services to be performed.
As part of its responsibility, the Audit Committee is responsible for engaging our independent auditor and monitoring the
independent auditor’s independence, qualifications and performance, as well as pre-approving audit and non-audit services performed by
our independent auditor in order to assure that the provision of such services does not impair the independent auditor’s independence.
Please see “Audit Committee Report” below, which provides further details of many of the duties and responsibilities of the Audit
Committee.
Director Nominations
The Board seeks out appropriate candidates to serve as directors of the Company, and interviews and examines director
candidates. In considering candidates to serve as director, the Board evaluates various minimum individual qualifications, including
strength of character, maturity of judgment, relevant technical skills or financial acumen, diversity of viewpoint and industry knowledge, as
well as the extent to which the candidate would fill a present need on the Board.
The Board will consider, without commitment, stockholder nominations for director. Nominations for director submitted to the
Board by stockholders are evaluated according to the Company’s overall needs and the nominee’s knowledge, experience and background.
A nominating stockholder must give appropriate notice to the Company of the nomination not less than 90 days prior to the first
anniversary of the preceding year’s annual meeting. In the event that the date of the annual meeting is advanced by more than 30 days or
delayed by more than 60 days from the anniversary date of the preceding year’s annual meeting, the notice by the stockholder must be
delivered not later than the close of business on the later of the 60th day prior to such annual meeting or the tenth day following the day on
which public announcement of the date of such annual meeting is first made.
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The stockholders’ notice shall set forth, as to:
●

each person whom the stockholder proposes to nominate for election as a director;

●

the name, age, business address and residence address of such person;

●

the principal occupation or employment of the person;

●

the class and number of shares of the Company which are beneficially owned by such person, if any;

●

any other information relating to such person which is required to be disclosed in solicitations for proxies for election of
directors pursuant to Regulation 14A under the Exchange Act and the rules thereunder;

●

the name and record address of the stockholder and the class and number of shares of the Company which are beneficially
owned by the stockholder;

●

a description of all arrangements or understandings between such stockholder and each proposed nominee and any other
person or persons (including their names) pursuant to which nomination(s) are to be made by such stockholder;

●

a representation that such stockholder intends to appear in person or by proxy at the meeting to nominate the persons named in
its notice; and,

●

any other information relating to such person which is required to be disclosed in solicitations for proxies for election of
directors pursuant to Regulation 14A under the Exchange Act and the rules thereunder.
The notice must be accompanied by a written consent of the proposed nominee to be named as a director.
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Our directors are compensated for their services as follows:
(i)

(ii)

(iii)

(iv)

(v)

Board Options: On January 1, 2016, and thereafter, January 1st of each succeeding year, each member of the Board shall
receive a grant of unqualified Options to purchase Shares of the Company's common stock. The number of underlying
Shares of the Option shall be equal to the quotient of $50,000 divided by the market value of the Company's shares, on the
day of the grant, as reported on the OTCBB or, if applicable, NASDAQ. One-twelfth (1/12) of the number of options
granted shall vest on the last day of each calendar month for 12 months, beginning January 31st in the year of grant ("First
Vesting Date"), and for each successive month through December 31st in the year of grant ("Final Vesting Date"). Options
shall expire ten (10) years after the day of grant. All unvested Options shall be cancelled in the event a member of the
Board ceases to be a member of the Board for any reason prior to Final Vesting Date of the Option.
Audit Committee Chairman Options: On January 1, 2016, and thereafter, on January 1st of each succeeding year, the
Chairman of the Audit Committee shall receive a grant of unqualified Options to purchase Shares of the Company's
common stock. The number of underlying Shares of the Option shall be equal to the quotient of $25,000 divided by the
market value of the Company's shares, on the day of the grant, as reported on the OTCBB or, if applicable, NASDAQ.
One-twelfth (1/12) of the number of options granted shall vest on the last day of each calendar month for 12 months,
beginning January 31st in the year of grant ("First Vesting Date"), and for each successive month through December 31st in
the year of grant ("Final Vesting Date"). Options shall expire ten (10) years after the day of grant. All unvested Options
shall be cancelled in the event the Board member ceases to be Chairman of the Audit Committee for any reason prior to
Final Vesting Date of the Option.
Options Issued upon Appointment to the Board of Directors: Upon appointment to the Board of Directors the appointed
Director shall receive a grant of unqualified Options to purchase Shares of the Company's common stock. The number of
underlying Shares of the Option shall be equal to the quotient of $50,000 divided by the market value of the Company's
shares, on the day of the grant, as reported on the OTCBB or, if applicable, NASDAQ. One-twelfth (1/12) of the number
of options granted shall vest on the day preceding the one-month anniversary of the date of grant ("First Vesting Date"),
and for each successive month through the day preceding the one-year anniversary of the date of grant ("Final Vesting
Date"). Options shall expire ten (10) years after the day of grant. All unvested Options shall be cancelled in the event a
member of the Board ceases to be a member of the Board for any reason prior to Final Vesting Date of the Option.
Options Issued upon Appointment as Chairman of the Audit Committee: Upon appointment as Chairman of the Audit
Committee the appointed Director shall receive a grant of unqualified Options to purchase Shares of the Company's
common stock. The number of underlying Shares of the Option shall be equal to the quotient of $25,000 divided by the
market value of the Company's shares, on the day of the grant, as reported on the OTCBB or, if applicable, NASDAQ.
One-twelfth (1/12) of the number of options granted shall vest on the day preceding the one-month anniversary of the date
of grant ("First Vesting Date"), and for each successive month through the day preceding the one-year anniversary of the
date of grant ("Final Vesting Date"). Options shall expire ten (10) years after the day of grant. All unvested Options shall
be cancelled in the event the Director ceases to be Chairman of the Audit Committee for any reason prior to Final Vesting
Date of the Option.
Committee Member Compensation: Each member of a committee of the Board shall receive monthly compensation of
$500.00, plus reimbursement of reasonable travel and lodging expenses.

Recommendation of the Board
The Board unanimously recommends that stockholders vote FOR election of each of the nominees identified above.
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PROPOSAL 2
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS
The Audit Committee has selected Weinberg & Company, P.A. to audit our financial statements for the fiscal year ending
December 31, 2017. Although ratification by stockholders is not required by law, the Board has determined that it is desirable to request
ratification of this selection by the stockholders. Notwithstanding its selection, the Audit Committee, in its discretion, may appoint new
independent auditors at any time during the year if the Audit Committee believes that such a change would be in the best interest of the
Company and its stockholders. If the stockholders do not ratify the appointment of Weinberg & Company, P.A. the Audit Committee may
reconsider its selection.
Weinberg & Company, P.A. was first appointed in fiscal year 2003, and has audited our financial statements for fiscal years 2002
through 2016. The Board expects that representatives of Weinberg & Company, P.A. will be present at the 2017 Annual Meeting to
respond to appropriate questions and to make a statement if they so desire.
Audit and Other Fees
The following table summarizes the fees charged by Weinberg & Company, P.A. for certain services rendered to the Company
during 2015 and 2016.
Amount Billed
Fiscal Year
2016

Type of Fee

Fiscal Year
2015

Audit(1)
Audit Related(2)
Tax (3)
All Other(4)

$

76,000
0
12,000
0

$

119,000
0
19,000
0

Total

$

88,000

$

138,000

___________________
(1)
This category consists of fees for the audit of our annual financial statements included in the Company’s annual report on Form 10-K
and review of the financial statements included in the Company’s quarterly reports on Form 10-Q. This category also includes advice
on audit and accounting matters that arose during, or as a result of, the audit or the review of interim financial statements, statutory
audits required by non-U.S. jurisdictions and the preparation of an annual “management letter” on internal control matters.
(2)

Represents services that are normally provided by the independent auditors in connection with statutory and regulatory filings or
engagements for those fiscal years, aggregate fees charged for assurance and related services that are reasonably related to the
performance of the audit and are not reported as audit fees. These services include consultations regarding Sarbanes-Oxley Act
requirements, various SEC filings and the implementation of new accounting requirements.

(3)

Represents aggregate fees charged for professional services for tax compliance and preparation, tax consulting and advice, and tax
planning.

(4)

Represents aggregate fees charged for products and services other than those services previously reported.

If a quorum is present, the affirmative vote of a majority of the shares present and entitled to vote at the 2017 Annual Meeting will
be required to ratify the appointment of Weinberg & Company, P.A. as our independent auditors. Abstentions will have the effect of a vote
“against” the ratification of Weinberg & Company, P.A. as our independent auditors.
Recommendation of the Board
The Board unanimously recommends that stockholders vote FOR the proposal to ratify the appointment of Weinberg &
Co., P.A. as our independent auditor for the fiscal year ending December 31, 2017.
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PROPOSAL 3
INCREASE IN AUTHORIZED SHARES OF COMMON STOCK AND
CREATION AND ISSUANCE OF SHARES OF PREFERRED STOCK
The Board of Directors has approved a proposal to amend the Company’s Articles of Incorporation to increase the number of
authorized shares of the Company’s common stock from 300 million to 500 million and to create a new class of preferred stock and
authorize the Company to issue up to 100 million shares of preferred stock, with such rights and on such terms as the Board of Directors
may decide. The proposed amendment would replace the first paragraph of Article Four of the Articles of Incorporation of the Company
with the following language:
“This corporation is authorized to issue two (2) classes of stock, designated “Common Capital Shares” and “Preferred Capital
Shares.” The corporation shall have authority to issue an aggregate of Five Hundred Million (500,000,000) Common Capital
Shares, par value one mill ($0.001) per share for total par value of Five Hundred Thousand Dollars ($500,000). The corporation
shall have authority to issue an aggregate of One Hundred Million (100,000,000) Preferred Capital Shares, with such rights and on
such terms as the Board may decide, par value one mill ($0.001) per share for total par value of One Hundred Thousand Dollars
($100,000).”
In addition, if this Proposal 3 is approved, and except for the issuance of stock options under the Company’s existing Director
Compensation Policy, any issuance of common or preferred shares of the Company shall require unanimous approval of the Board.
Notwithstanding, the Company’s CEO, Jason Lane, exercising his business judgment, may issue common or preferred shares of the
Company in furtherance of a commercial transaction, subject to ratification by a majority vote of the Board.
The Board of Directors believes it is in the best interest of the Company to increase the number of authorized shares of common
stock and create and authorize a new share class of preferred stock in order to give the Company greater flexibility in considering and
planning for future corporate needs, including, but not limited to, stock dividends, grants of stock, grants of equity compensation, grants
under equity compensation plans, grants of options and warrants, stock splits, financings, potential strategic transactions, including mergers,
acquisitions, and business combinations, as well as other general corporate transactions, and to satisfy the issuance of shares of our
common stock on the exercise of prior grants of our options and warrants. The Company may also require additional capital in order to
proceed with the acquisition of properties in accordance with the Company’s business plan. The Board believes that additional authorized
shares of common stock and new authorized shares of preferred stock will enable the Company to take timely advantage of market
conditions and favorable financing and acquisition opportunities that become available to the Company without the delay and expense
associated with convening a special meeting of the Company’s stockholders. This is particularly true given the recent change in the
Company’s management and Board and their efforts to commercialize the Company’s AOT technology and other business opportunities.
The Company has no current plan, commitment, arrangement, understanding or agreement regarding the issuance of additional
shares of common stock or preferred stock that will result from the Company’s adoption of the proposed amendment, and will issue
additional shares only on such terms and only when the Company believes it would be in the Company’s best interest to do so, and only in
accordance with the Company’s Board’s fiduciary responsibilities to the Company and its shareholders. Except as otherwise required by
law, the newly authorized shares of common stock and preferred stock will be available for issuance at the discretion of the Board (without
further action by the stockholders) for various future corporate needs, including those outlined above. While adoption of the proposed
amendment would not have any immediate dilutive effect on the proportionate voting power or other rights of the Company’s existing
stockholders, any future issuance of additional authorized shares of the Company’s common stock and preferred stock may, among other
things, dilute the earnings per share of the common stock and the equity and voting rights of those holding common stock at the time the
additional shares are issued.
In addition to the corporate purposes mentioned above, an increase in the number of authorized shares of the Company’s common
stock and preferred stock may make it more difficult to, or discourage an attempt to, obtain control of the Company by means of a takeover
bid that the Board determines is not in the best interest of the Company and its stockholders. However, the Board does not intend or view
the proposed increase in the number of authorized shares of the Company’s common stock or preferred stock as an anti-takeover measure
and is not aware of any attempt or plan to obtain control of the Company.
Any newly authorized shares of the Company’s common stock will be identical to the shares of common stock now authorized and
outstanding. The proposed amendment will not affect the rights of current holders of the Company’s common stock, none of whom has
preemptive or similar rights to acquire the newly authorized shares.
With respect to the preferred stock, the Board of Directors will be authorized to determine or alter the powers, preferences and
rights, and the qualifications, limitations and restrictions granted to or imposed upon any wholly unissued preferred stock, and within the
limitations or restrictions stated in any resolution or resolutions of the Board of Directors originally fixing the number of shares
constituting any series of preferred stock, to increase or decrease (but not below the number of shares of preferred stock then outstanding)
the number of shares of any such preferred stock, and to fix the number of shares of any series of preferred stock. In the event that the
number of shares of any series of preferred stock shall be so decreased, the shares constituting such decrease shall resume the status which
such shares had prior to the adoption of the Board resolution originally fixing the number of shares of such series of preferred stock subject
to the requirements of applicable law.
The Board of Directors unanimously recommends a vote FOR the proposed amendment to increase the number of
authorized shares of the Company’s Common Stock from 300 million to 500 million and to create a new class of Preferred Stock
and authorize the Company to issue up to 100 million shares of preferred stock.
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PROPOSAL 4
ADVISORY VOTE ON EXECUTIVE COMPENSATION
In accordance with recent legislation and the rules of the Securities and Exchange Commission, we are providing stockholders
with a non-binding advisory vote on compensation for our named executive officers. This non-binding advisory vote is commonly referred
to as a “say on pay” vote. The non-binding advisory vote on compensation for our named executive officers, as disclosed in this proxy
statement, will be determined by the vote of a majority of the voting power of the shares present or represented at the 2017 Annual
Meeting and voting affirmatively or negatively on the proposal.[1]
Stockholders are urged to read the “Executive Compensation” section of this proxy statement and the “Report on Compensation”
of this proxy statement, which discusses how our executive compensation policies and procedures implement our compensation philosophy
and contains tabular information and narrative discussion about the compensation of our named executive officers. The Board of Directors
believes that these policies and procedures are effective in implementing our compensation philosophy and in achieving our goals.
As an advisory vote, this proposal is not binding. However, our Board of Directors, which is responsible for designing and
administering our executive compensation program, value the opinions expressed by stockholders in their vote on this proposal, and will
consider the outcome of the vote when making future compensation decisions for our named executive officers.
The Board of Directors recommends a vote FOR the approval, on a non-binding advisory basis, of the Board of Director’s
executive compensation philosophy, policies and determinations, and of compensation for our named executive officers, as
described in the “Executive Compensation” and “Report on Compensation” sections of this proxy statement.

____________________
[1]

At the December 16, 2013, Annual Meeting of the Stockholders, the stockholders determined by vote that the Company’s nonbinding advisory vote on executive compensation and compensation program (“Say on Pay”) should be held every three (3) years. In turn,
this non-binding advisory vote on how frequently the Company shall seek a Say on Pay is held every six (6) years. Thus, the Say on Pay
frequency vote will be held at the Company’s 2019 Annual Meeting of Stockholders.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth certain information regarding the beneficial ownership of our common stock as of May 15, 2017,
for.
·

each person, or group of affiliated persons, known by us to be the beneficial owner of 5% or more of the outstanding
shares of our common stock;

·

each of our directors;

·

our Chief Executive Officer and each of our two other most highly-compensated executive officers serving as such
as of May 15, 2017, whose total annual salary and bonus exceeded $100,000, for services rendered in all capacities to
the Company (such individuals are hereafter referred to as the “Named Executive Officers”), and all of our current
directors and executive officers serving as a group;

·

each of our former directors and executive officers that resigned between January 1, 2017 and May 15, 2017
(“Former Control Persons”), and all of our Former Control Persons as a group;
Number of
Shares of
Common Stock
Beneficially
Owned (2)

Name and Address of Beneficial Owner(1)
Named Executive Officers and Directors
Jason Lane, Chief Executive Officer, Director, Chairman of the Board (3)
Thomas Bundros, Director, Chairman of the Audit Committee (4)
Don Dickson, Director (5)
Eric Bunting, Director (6)
Gary Buchler, Director(7)
Richard Munn, Director (8)
Named Executive Officers not serving as Directors
Michael McMullen, Chief Financial Officer (9)
All current directors and executive officers as a group
Former Control Persons
Greggory Bigger (Resigned April 2017) (10)
Mark Stubbs (Resigned April 2017) (11)
Nate Shelton (Resigned May 2017) (12)
Charles Blum (Resigned May 2017) (13)
All former directors and executive officers as a group
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Percentage of
Shares
Beneficially
Owned (2)

59,524
769,569
1,574,156
7,890,140
–
372,000

0.0%
0.4%
0.8%
3.9%
–
0.2%

425,000
11,149,913

0.2%
5.4%

5,583,601
2,225,187
1,879,807
3,449,613
13,138,208

2.7%
1.1%
0.9%
1.7%
6.4%

___________________
(1)
Unless otherwise indicated, the address of each listed person is c/o QS Energy, Inc., 23902 FM 2978, Tomball, Texas
77373.
(2)
Percentage of beneficial ownership is based upon 205,706,106 shares of our common stock outstanding as of May 15, 2017
Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment
power with respect to securities. Shares of common stock subject to options and warrants currently exercisable or
convertible, or exercisable or convertible within 60 days, are deemed outstanding for determining the number of shares
beneficially owned and for computing the percentage ownership of the person holding such options or warrants, but are not
deemed outstanding for computing the percentage ownership of any other person. Except as indicated by footnote, and
subject to community property laws where applicable, the persons named in the table have sole voting and investment
power with respect to all shares of common stock shown as beneficially owned by them.
(3)
Mr. Lane was issued options in April 2017 under his employment contract to purchase 3,000,000 shares of common stock
of the Company at prices ranging from $0.15 to $0.40 per share, vesting in one and two years, and expiring ten years from
the date of issuance. Mr. Lane was issued options in April 2017 under the Company’s Board of Directors compensation
policy to purchase 535,714 shares of common stock at an exercise price of 0.07 per share, vesting monthly over nine
months, and expiring ten years from the date of issuance.
(4)
Mr. Bundros, as a Member of the Board and, beginning effective April 1, 2017, Chairman of the Audit Committee of the
Board, was issued options to purchase 1,912,426 shares common stock under the Company’s Board of Directors
compensation policy from January 2015 through April 2017 at prices ranging from $0.05 to $0.46 per share, vesting over
periods of up to one year, and expiring ten years from the date of issuance.
(5)
Mr. Dickson was issued options to purchase 1,427,153 shares common stock under the Company’s Board of Directors
compensation policy from August 2014 through January 2017 at prices ranging from $0.05 to $1.71 per share, vesting over
periods of up to one year, and expiring ten years from the date of issuance.
(6)
Dr. Bunting was issued options to purchase 535,714 shares of common stock in April 2017 under the Company’s Board of
Directors compensation policy to purchase at an exercise price of 0.07 per share, vesting monthly over nine months, and
expiring ten years from the date of issuance. Dr. Bunting owns 5,704,426 shares of common stock. In addition, Dr. Bunting
has the right to convert the balance due under a convertible note to 1,100,000 shares of common stock at a conversion price
of $0.05 per share, and holds a warrant under which he has the right purchase 550,000 shares of common stock at a price of
$0.05 per share.
(7)
(8)

(9)
(10)

(11)

(12)

(13)

Mr. Buchler was issued options to purchase 250,000 shares of common stock in May 2017 under the Company’s Board of
Directors compensation policy to purchase at an exercise price of 0.13 per share, vesting monthly over eight months
commencing May 31, 2017, and expiring ten years from the date of issuance.
Mr. Munn was issued options to purchase 250,000 shares of common stock in May 2017 under the Company’s Board of
Directors compensation policy to purchase at an exercise price of 0.13 per share, vesting monthly over eight months
commencing May 31, 2017, and expiring ten years from the date of issuance. Mr. Munn owns 262,000 shares of common
stock, and holds a warrant under which he has the right to purchase 110,000 shares of common stock at a price of $0.05 per
share.
Mr. McMullen was issued options to purchase 800,000 shares common stock as employee compensation from May 2015
through April 2017 at prices ranging from $0.07 to $0.80 per share, vesting over periods of up to two years, and expiring
ten years from the date of issuance.
Mr. Bigger was issued options in February 2012 under his compensation plan to purchase 4,000,000 shares of common
stock of the Company at $0.25 per share, vesting in periods of up to four years, and expiring ten years from the date of
issuance. From September 2013 through January 2017, Mr. Bigger was issued options under the Company’s Board of
Directors compensation policy to purchase 1,462,592 shares of common stock at prices ranging from $0.05 to $1.19 per
share, vesting over periods of up to one year, and expiring ten years from the date of issuance. On March 31, 2017,
unvested options to purchase 750,000 shares previously issued under the Board compensation policy vested under terms of
a separation agreement between Mr. Bigger and the Company.
From September 2013 through January 2017, Mr. Stubbs, as both a Member of the Board and Chairman of the Audit
Committee, was issued options under the Company’s Board of Directors compensation policy to purchase 2,202,251 shares
of common stock at prices ranging from $0.05 to $1.09 per share, vesting over periods of up to one year, and expiring ten
years from the date of issuance. On March 31, 2017, unvested options to purchase 1,125,000 shares previously issued under
the Board compensation policy were vested in connection with his resignation from the Company’s Board and all
committees.
From October 2011 through January 2017, Mr. Shelton was issued options under the Company’s Board of Directors
compensation policy to purchase 1,664,519 shares of common stock at prices ranging from $0.05 to $1.09 per share,
vesting over periods of up to one year, and expiring ten years from the date of issuance. On March 31, 2017, unvested
options to purchase 750,000 shares previously issued under the Board compensation policy were vested in exchange for
waiver of cash fees payable.
From July 2007 through January 2017, Mr. Blum was issued options under the Company’s Board of Directors
compensation policy to purchase 3,051,271 shares of common stock at prices ranging from $0.05 to $1.09 per share,
vesting over periods of up to one year, and expiring ten years from the date of issuance. On March 31, 2017, unvested
options to purchase 750,000 shares previously issued under the Board compensation policy were vested in exchange for
waiver of cash fees payable.

19

EXECUTIVE COMPENSATION
The following table sets forth certain information regarding the compensation earned during the last three fiscal years by the
Named Executive Officers, as well as the compensation earned by former executive officer, Greggory Bigger, who resigned from all
positions with the Company effective April 1, 2017:
Summary Compensation Table

Name and Principal Position

Long-Term Compensation Awards
Restricted
Securities
Annual
Stock
Underlying
Compensation
Awards
Options
Salary ($)
($)
(#)

Fiscal
Year

All
Other
Compensation
($)

Jason Lane (1)
Chief Executive Officer

2017

$

150,000

$

–

3,000,000

$

–

Michael McMullen (2)
Chief Financial Officer

2017
2016
2015

$

158,400
158,400
158,400

$

–
–
–

250,000
500,000
50,000

$

–
–
–

Greggory Bigger (3)
Former Chief Executive Officer, President,
and Chief Financial Officer

2017
2016
2015

$

290,000
290,000
290,000

$

–
–
–

1,000,000
114,583
263,158

$

–
–
–

$

$

$

(1)

Mr. Lane was appointed Chief Executive Officer (“CEO”) effective April 1, 2017. Mr. Lane’s annual base salary under his
employment agreement as CEO is $150,000, for a two year term. Additionally, Mr. Lane will be entitled to a bonus for any
leased-based contract for the Company’s AOT technology and for any sales or other non-leased contracts for the Company’s
AOT technology sourced by Mr. Lane. The Company has also issued options (“Options”) to Mr. Lane to purchase 3,000,000
shares of restricted common stock of the Company. The Options shall vest pursuant to a two year vesting schedule, pursuant to
which 500,000 of the Options, priced at $0.15 per share, and 500,000 of the Options priced at $0.25 per share, shall vest on
April 1, 2018; thereafter, 1,000,000 of the Options, priced at $0.30 per share and 1,000,000 of the Options priced at $0.40 per
share shall vest on April 1, 2019. Please see the section below under the title Employment Agreements for greater detail
concerning Mr. Lane’s Employment Agreement with the Company.

(2)

Mr. McMullen was appointed Chief Financial Officer (“CFO”) effective April 1, 2017. Mr. McMullen’s annual base salary
under his employment agreement as CFO is $158,400, for a two year term. The Company has also issued options (“Options”) to
Mr. McMullen to purchase 250,000 shares of restricted shares of common stock of the Company at a per share exercise price
equal to the stock price listed on the OTCBB market at market close on April 3, 2017. 125,000 of the Options vested on April
1, 2017, and 125,000 Options shall vest on April 1, 2018. Please see the section below under the title Employment Agreements
for greater detail concerning Mr. Lane’s Employment Agreement with the Company.
From January 2014 through March 2017, prior to his appointment as CFO, Mr. McMullen served as Controller of the Company,
Mr. McMullen was under an at-will contract at an annual salary rate of $158,400. As Controller, Mr. McMullen was issued
options to purchase 550,000 shares common stock as employee compensation from May 2015 through May 2016 at prices
ranging from $0.18 to $0.80 per share, vesting over periods of up to two years, and expiring ten years from the date of issuance.

(3)

On February 1, 2012, Mr. Bigger was appointed Chief Financial Officer. In 2012, Mr. Bigger received options for 4,000,000
exercisable at $0.25 per share, vesting over four years. Of the 4,000,000 options, 500,000 vested on February 1, 2012, 500,000
vested on February 1 2013, 1,000,000 vested on February 1, 2014, 1,000,000 vested on February 1, 2015, and 1,000,000 vested
on February 1, 2016. On March 10, 2016, the Board of Directors agreed to amend Mr. Bigger’s employment contract, effective
March 10, 2016, such that the contract will terminate on March 8, 2019, the business day immediately preceding the third
anniversary of the effective date of the amendment. Prior to this amendment, Mr. Bigger’s contract was scheduled to terminate
on January 31, 2017, subject to automatic one-year extensions of the contract.
From January 2015 through January 2017, Mr. Bigger was issued options under the Company’s Board compensation policy to
purchase 1,350,741 shares of common stock at prices ranging from $0.05 to $0.48 per share, vesting over a one year period, and
expiring ten years from the date of issuance.
Mr. Bigger resigned from all positions with the Company effective on April 1, 2017. As part of a separation agreement with
Mr. Bigger, the Company agreed to pay him a total of $613,000 on an equal installment basis over 24 months. In addition, the
Company also immediately vested the stock options granted to him in January 2017 to purchase 1,000,000 shares of common
stock at $0.05 per share.
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OPTION GRANTS IN LAST FISCAL YEAR
The following table sets forth information concerning the stock option grants made to each of the Named Executive Officers and
Former Control Persons during the 2016 fiscal year. No stock appreciation rights were granted to any of the Named Executive Officers or
Former Control Persons during the 2016 fiscal year.

Number of
Securities
Underlying
Options
Granted
263,158

Name
Greggory Bigger

Individual Grants
Percent of
Total Options
Granted to
Exercise or
Employees in
Base Price
Fiscal 2016
Per Share
32.8%
$
0.19

Expiration
Date
1/4/2026

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR
AND YEAR-END OPTION VALUES
No options were exercised by any of the Named Executive Officers or Greggory Bigger, former Chief Executive Officer,
President, and Chief Financial Officer during the 2016 fiscal year. The following table sets forth the number of shares of our common
stock subject to exercisable and unexercisable stock options which the Named Executive Officers and Mr. Bigger held at the end of the
2016 fiscal year.

Name
Jason Lane
Greggory Bigger
Michael McMullen

Shares
Acquired on
Exercise (#)
–
–
–

Number of Securities
Underlying Unexercised
Options at
Fiscal Year-End (#)

Value
Realized
($)
$
$
$

–
–
–

Exercisable
–
5,462,592
425,000

Value of Unexercised
In-the-Money Options ($)(1)

Unexercisable
–
–
375,000

Exercisable
$
$
$

Unexercisable
–
–
–

$
$
$

–
–
–

(1) Market value of our common stock at fiscal year-end minus the exercise price. The closing price of our common stock on December 31,
2016 the last trading day of the year was $0.05 per share.
EQUITY COMPENSATION PLAN INFORMATION FOR 2016
The following table sets forth information regarding outstanding options and shares reserved for future issuance under our equity
compensation plans as of December 31, 2016:

Number of
Securities
to be Issued
upon
Exercise of
Outstanding
Options,
Warrants and
Rights

Plan Category
Equity compensation plans approved by security holders

WeightedAverage
Exercise Price of
Outstanding
Options,
Warrants and
Rights

Number of
Securities
Remaining
Available
for Future
Issuance
Under Equity
Compensation
Plans
(Excluding
Securities
Reflected in the
First Column)

–

$

–

–

Equity compensation plans not approved by security holders

6,500,000

$

0.05

–

Total

6,500,000

$

0.05

–

21

Employment agreements
Agreement with Jason Lane. Effective April 1, 2017 (the “Effective Date”), the Company entered into an employment agreement
with Jason Lane, pursuant to which he will serve as the Company’s Chief Executive Officer. The term (“Term”) of the Lane Employment
Agreement is two years. Annual base salary under the Lane Employment Agreement for the full Term is $150,000. The Company will also
issue options (“Options”) to Mr. Lane to purchase 3,000,000 shares of restricted common stock of the Company. The Options shall vest
pursuant to a two year vesting schedule, pursuant to which 500,000 of the Options, priced at $0.15 per share, and 500,000 of the Options
priced at $0.25 per share, shall vest on April 1, 2018; thereafter, 1,000,000 of the Options, priced at $0.30 per share and 1,000,000 of the
Options priced at $0.40 per share shall vest on April 1, 2019. The Options shall expire 10 years from the date of grant of the Options.
Additionally, Mr. Lane will be entitled to a bonus for any leased-based contract for the Company’s AOT technology sourced by Mr. Lane
in the amount of 8% of gross cash flow in the first year of the Term and 6% of gross cash flow in the second year of the Term generated by
any such leased-based contract sourced by Mr. Lane. For any sales or other non-leased contracts for the Company’s AOT technology
sourced by Mr. Lane, Mr. Lane shall receive a one-time payment of 10% of the net profit of any such sale or contract.
Agreement with Michael McMullen. Effective April 1, 2017 (the “Effective Date”), the Company entered into an employment
agreement with Michael McMullen, pursuant to which he serves as our Chief Financial Officer. The term (“Term”) of the McMullen
Employment Agreement is two years. Annual base salary under the McMullen Employment Agreement for the full Term is $158,400. The
Company will also issue options (“Options”) to Mr. McMullen to purchase 250,000 shares of restricted shares of common stock of the
Company at a per share exercise price equal to the stock price listed on the OTCBB market at market close on April 3, 2017. The 125,000
of the Options shall vest on April 1, 2017, and 125,000 Options shall vest on April 1, 2018. The Options shall expire 10 years from the date
of grant of the Options.
REPORT ON COMPENSATION
The Board has furnished this report on executive compensation for the 2016 fiscal year.
The Board administers the Company’s executive compensation program. On May 9, 2017, for the purpose of achieving cost
savings and improving efficiency, the Board resolved that the Compensation Committee of the Board would be eliminated. The Board has
assumed the responsibilities and obligations of that committee.
The Board has the authority to review and determine the salaries and bonuses of the executive officers of the Company, including
the Chief Executive Officer and the other executive officers named in the Summary Compensation Table (the “Named Executive
Officers”) appearing elsewhere in the Company’s 10-K, and to establish the general compensation policies for such individuals. In doing
so, the Board has the authority to engage the services of outside advisors, experts and others, including independent compensation
consultants who do not advise the Company, to assist the Board in fulfilling these obligations.
The Board believes that current board members Messrs. Buchler, Bundros, Bunting, Dickson, and Munn are independent, and that
nominee William Green is also independent. None of our executive officers served on the compensation committee of another entity or on
any other committee of the board of directors of another entity performing similar functions during 2016.
The Board believes that the compensation programs for the Company’s executive officers should reflect the Company’s
performance and the value created for the Company’s stockholders. In addition, the compensation programs should support the short-term
and long-term strategic goals and values of the Company, reward individual contribution to the Company’s success and align the interests
of the Company’s officers with the interests of its stockholders. The Board believes that the Company’s success depends upon its ability to
attract and retain qualified executives through the competitive compensation packages it offers to such individuals.
The principal factors that were taken into account in establishing each executive officer’s compensation package for the 2016 and
2017 fiscal years are described below. However, the Board may in its discretion apply entirely different factors, such as different measures
of financial performance, for future fiscal years. Moreover, all of the Company’s Named Executive Officers have entered into employment
agreements with the Company and many components of each such person’s compensation are set by such agreements.
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Equity-Based Compensation. The Board believes in linking long-term incentives to an increase in stock value. Accordingly, it
awards stock options with an exercise price equal to the fair market value of the underlying stock on the date of grant that vest and become
exercisable over time. The Board believes that these options encourage employees to continue to use their best efforts and to remain in the
Company’s employment. Options granted to executive officers generally vest and become exercisable in annual 25% increments over a
four-year period after grant.
The Board relies substantially on management of the Company to make specific recommendations regarding which individuals
should receive option grants and the amounts of such grants.
The Board grants stock options to executive officers with a cumulative option price of up to $100,000 as incentive stock options
and the remainder as non-qualified stock options, both with an exercise price equal to the fair market value of the Company’s common
stock on the date of grant. Accordingly, those stock options will have value only if the market price of the Company’s common stock
increases after that date. In determining the size of stock option grants to executive officers, the Committee bases its decisions on such
considerations as similar awards to individuals holding comparable positions in our comparative groups, company performance and
individual performance, as well as the allocation of overall share usage attributed to executive officers.
Compliance with Code Section 162(m). Section 162(m) of the Code disallows a tax deduction to publicly-held companies for
compensation paid to certain of their executive officers, to the extent that compensation exceeds $1 million per covered officer in any fiscal
year. The limitation applies only to compensation which is not considered to be performance based. Non-performance based compensation
paid to the Company’s executive officers for the 2016 fiscal year did not exceed the $1 million limit per officer, and the Board does not
anticipate that the non-performance based compensation to be paid to the Company’s executive officers for the 2017 fiscal year will exceed
that limit. Because it is unlikely that the cash compensation payable to any of the Company’s executive officers in the foreseeable future
will approach the $1 million limit, the Board has decided at this time not to take any action to limit or restructure the elements of cash
compensation payable to the Company’s executive officers. The Board will reconsider this decision should the individual cash nonperformance based compensation of any executive officer ever approach the $1 million level.
The Board did not modify any action or recommendation made by the previously chartered Compensation Committee with respect
to executive compensation for the 2016 fiscal year. It is the opinion of the Board that the executive compensation policies and plans
provide the necessary total remuneration program to properly align the Company’s performance and the interests of the Company’s
stockholders through the use of competitive and equitable executive compensation in a balanced and reasonable manner, for both the short
and long term.
Respectfully submitted by:
/s/Jason Lane
Jason Lane, Chairman of the Board
AUDIT COMMITTEE REPORT
The Audit Committee is currently composed of three (3) directors, Mr. Thomas Bundros (Chairperson), Mr. Don Dickson, and
Mr. Gary Buchler. The Board has determined that Messrs. Bundros, Dickson and Buchler are considered independent within the rules of
the SEC. The duties and responsibilities of a member of the Audit Committee are in addition to his duties as a member of the Board.
The Audit Committee operates under a written charter, which is available on the Company’s website. The Board and the Audit
Committee believe that the Audit Committee charter complies with the current standards set forth in SEC regulations. There may be further
action by the SEC during the current year on several matters that affect all audit committees. The Board and the Audit Committee continue
to follow closely further developments by the SEC in the area of the functions of audit committees, particularly as it relates to internal
controls for non-accelerated filers, and will make additional changes to the Audit Committee charter and the policies of the Audit
Committee as required or advisable as a result of these new rules and regulations. The Audit Committee met four (4) times during 2016 and
each was attended by a majority of committee members. The Audit Committee has met twice during 2017 as of the date of this proxy
statement.
The Audit Committee’s primary duties and responsibilities are to:
·

engage the Company’s independent auditor;

·

monitor the independent auditor’s independence, qualifications and performance;

·

pre-approve all audit and non-audit services;
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Management is responsible for the Company’s internal controls and the financial reporting process. The Company’s independent
auditor is responsible for performing an independent audit of the Company’s financial statements in accordance with the standards of the
Public Company Accounting Oversight Board and issuing a report thereon. The Audit Committee’s responsibility is to monitor and oversee
these processes.
In February 2012, the Company began the process of designing and implementing various financial controls from within our
finance department under the supervision of the Company’s Chief Executive Officer and Chief Financial Officer. Furthermore, the
Company also hired an outside consultant to further enhance these internal controls, policies and procedures. On March 19, 2013, the
Company’s Board of Directors approved and began the implementation of these internal controls, policies and procedures. In June 2013,
the Company began the process of designing and implementing additional internal controls based on a continuous process of assessment
and improvement under which board and management financial reporting objectives were defined and implemented, policies and
procedures were tested for effectiveness and deficiencies were identified and remediated. On December 16, 2013, the Board of Directors
approved a revised Internal Controls Policy based on policy refinements and improvements implemented under this assessment process.
Additional controls and policies designed and implemented in second and third quarters of 2013 have been tested and identified
deficiencies have been remediated. The Internal Controls Policy and Sarbanes-Oxley 302 matrix approved by the Board of Directors on
March 19, 2013, as revised and approved by the board on December 16, 2013, have been implemented and are functioning as planned.
Our management evaluated, with the participation of our Chief Executive Officer and Chief Financial Officer, the effectiveness of
our disclosure controls and procedures as of the end of the period covered by this Annual Report on Form 10-K. Based on this evaluation,
our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures (as defined in Rules
13a-15(e) under the Securities Exchange Act of 1934 (the “Exchange Act”) were effective as of September 30, 2013 and continue to be
effective as of the date of this report.
Our Chief Executive Officer, Chief Financial Officer and Controller conducted an assessment of the effectiveness of our internal
control over financial reporting as of December 31, 2016 based on the framework in Internal Control – Integrated Framework (“2013
Framework”) issued by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”). Based on this evaluation,
our Chief Executive Officer and Chief Financial Officer have concluded that our internal controls over financial reporting (as defined in
Rules 13a-15(e) under the Securities Exchange Act of 1934 (the “Exchange Act”) were effective as of December 31, 2016.
With respect to the Company’s independent auditors, the Audit Committee, among other things, discussed with Weinberg & Co.,
P.A., matters relating to its independence, including the written disclosures made to the Audit Committee as required by the Independence
Standards Board Standard No. 1 (Independence Discussions with Audit Committees). The Audit Committee also reviewed and approved
the audit and non-audit fees of that firm.
On the basis of these reviews and discussions, the Audit Committee (i) appointed Weinberg & Co., P.A. as the independent
registered public accounting firm for the 2016 fiscal year and (ii) recommended to the Board that the Board approve the inclusion of the
Company’s audited financial statements in the 10-K for filing with the SEC.
Respectfully submitted:
/s/Thomas Bundros
Thomas Bundros, Chairman of the Audit Committee
Certain Relationships and Related Transactions
As of December 31, 2016 and 2015, total accrued expenses – related parties amounted to $135,000 and $191,000, respectively.
Included in these accruals are the unpaid salaries to a former President and current member of the Company’s Board of Directors of
$15,000 and $75,000, respectively. The Company agreed to a monthly payment of $5,000 to the current Board member until his unpaid
salary is fully settled.
SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
Section 16(a) of the Exchange Act requires our directors, executive officers and holders of more than 10% of a registered class of
our equity securities to file with the SEC initial reports of ownership and reports of changes in ownership of our common stock and our
other equity securities. Directors, executive officers and greater than 10% stockholders are required by SEC regulation to furnish us with
copies of all Section 16(a) reports they file. Based solely on our review of the copies of such forms received by us, if any, we believe that
all reporting requirements under Section 16(a) for the 2016 fiscal year were met by our directors, executive officers and greater than 10%
beneficial owners.
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STOCKHOLDER PROPOSALS
From time to time stockholders present proposals that may be proper subjects for inclusion in a proxy statement and for
consideration at an annual meeting. To be included in the proxy statement for our 2017 annual meeting of stockholders, proposals must be
received by us no later than May 15, 2017, and the stockholder must otherwise comply with our and applicable SEC requirements.
ANNUAL REPORT ON FORM 10-K
We filed our Annual Report on Form 10-K with the SEC on March 31, 2017. A copy of the 10-K, without exhibits, has been
mailed to all stockholders along with this proxy statement. We filed our Quarterly Report on Form 10-Q with the SEC on May 15, 2017. A
copy of the 10-Q, without exhibits, has been mailed to all stockholders along with this proxy statement. Stockholders may obtain additional
copies of the 10-K or 10-Q and the exhibits thereto, without charge, by writing to the Corporate Secretary at our principal executive office
at 23902 FM 2978, Tomball, Texas 77373.
OTHER MATTERS
Management does not know of any matters to be presented at the 2017 Annual Meeting other than those set forth herein and in the
Notice accompanying this proxy statement. If a stockholder vote is necessary to transact any other business at the 2017 Annual Meeting,
the proxy holders intend to vote their proxies in accordance with their best judgment related to such business.
It is important that your shares be represented at the 2017 Annual Meeting, regardless of the number of shares that you hold. YOU
ARE, THEREFORE, URGED TO EXECUTE PROMPTLY AND RETURN THE ACCOMPANYING PROXY IN THE
ENVELOPE THAT HAS BEEN ENCLOSED FOR YOUR CONVENIENCE. Stockholders who are present at the 2017 Annual
Meeting may revoke their proxies and vote in person or, if they prefer, may abstain from voting in person and allow their proxies to be
voted.
By Order of the Board of Directors,
/s/Jason Lane
Jason Lane
Chief Executive Officer and Chairman
June 7, 2017
Tomball, Texas
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QS ENERGY, INC.
2017 ANNUAL MEETING OF STOCKHOLDERS
July 14, 2017
This proxy is solicited by the Board of Directors for use at the 2017 Annual Meeting of Stockholders of QS Energy, Inc., (the “Company”)
to be held at La Torretta Lake Resort, 600 La Torretta Blvd, Montgomery, Texas 77356, at 10:00 A.M. (CDT) on July 14, 2017. By
signing the proxy, you revoke all prior proxies, acknowledge receipt of the Notice of 2017 Annual Meeting of Stockholders and the Proxy
Statement, and appoint Jason Lane and Michael McMullen or their designees with full power of substitution, to vote all your shares of
common stock of QS Energy, Inc. which you are entitled to vote, on the matters shown below and any other matters which may come
before the Annual Meeting and all adjournments and postponements thereof.
Whether or not a choice is specified, this proxy, when properly executed, will be voted in the discretion of the proxy holders upon such
business as may properly come before the Annual Meeting or any adjournment or postponement thereof.
The shares of stock you hold in your account will be voted as you specify below.
THE COMPANY’S BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPOSAL 1 FOR THE ELECTION OF THE
DIRECTORS LISTED HEREON, AND A VOTE FOR PROPOSALS 2, 3, and 4. IF NO CHOICE IS SPECIFIED, THE PROXY
WILL BE VOTED FOR THE ELECTION OF THE DIRECTORS LISTED HEREON AND FOR PROPOSALS 2, 3, and 4.
Please mark, sign and date your proxy card and return it today in the postage-paid envelope provided to:
Nevada Agency and Transfer Company
50 West Liberty Street, Suite 880
Reno, Nevada 89501
Attention: Proxy Department
Fax #775-322-5623 or stocktransfer@natco.org
(Properly executed proxies may also be faxed or e-mailed no later than 48 hours prior to the meeting.)
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The Board of Directors recommends a vote FOR the election of the Directors listed hereon and FOR Proposals 2, 3, and 4.
1.

ELECTION OF DIRECTORS:
☐ Vote FOR all nominees listed

☐ Vote WITHHELD from all nominees

01 Gary Buchler (Class III)
02 Thomas Bundros (Class I)
03 Eric Bunting (Class I)
04 Don Dickson (Class II)
05 William Green (Class II)
06 Jason Lane (Class III)
07 Richard W. Munn (Class III)
(to withhold authority to vote for any nominee, strike a line through the nominee’s name above)
2.

RATIFICATION OF APPOINTMENT OF WEINBERG & CO., P.A. as independent auditors of QS Energy, Inc. for the
fiscal year ending December 31, 2017.
☐ FOR

3.

☐ ABSTAIN

AMENDMENT TO ARTICLES OF INCORPORATION OF THE COMPANY to increase the Company’s authorized shares
of common stock from 300 million to 500 million and to create a new class of preferred stock and authorize the Company to
issue up to 100 million shares of preferred stock
☐ FOR

4.

☐ AGAINST

☐ AGAINST

☐ ABSTAIN

On a non-binding advisory basis, compensation and compensation program for the Company’s named executive officers.
☐ FOR

☐ AGAINST

☐ ABSTAIN

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED OR, IF NO DIRECTION IS GIVEN, WILL
BE VOTED FOR THE ELECTION OF EACH OF THE DIRECTORS LISTED HEREON AND IN FAVOR OF PROPOSALS 2, 3,
and 4, AND IN THE DISCRETION OF THE PROXY HOLDERS ON ALL OTHER MATTERS PROPERLY BROUGHT
BEFORE THE MEETING.
Date:

Signature

Signature (if joint or common ownership)
Please sign exactly as your name(s) appears on the Proxy. If held in joint tenancy, all persons must sign. Trustees, administrators, etc.,
should include title and authority. Corporations should provide full name of corporation and title of authorized officer signing the Proxy. If a
partnership, please sign partnership name by authorized person.
For address change: Mark Box and indicate changes below:

☐
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