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1101 East Arapaho Road, Suite 200
Richardson, Texas 75081

(972) 234-6400

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held May 14, 2015

To the Stockholders of
  Intrusion Inc.:

NOTICE IS HEREBY GIVEN that the 2015 Annual Meeting of Stockholders (the �Meeting�) of Intrusion Inc. (the �Company�) will be held at the
Doubletree Hotel-Richardson, 1981 North Central Expressway, Richardson, Texas, at 10:00 A.M., Local Time, on Thursday, May 14, 2015, for
the following purposes:

(1) To elect five (5) directors to serve until the next Annual Meeting of Stockholders or until their respective successors are duly elected and
qualified;

(2) To approve the Intrusion Inc. 2015 Stock Incentive Plan, as described in the accompanying Proxy Statement and set forth in Appendix A
thereto;

(3) To ratify the appointment of Whitley Penn LLP as independent auditors of the Company for the fiscal year ending December 31, 2015;
and

(4) To transact such other business as may properly come before the Meeting or any adjournments thereof.
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The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice.  The record date for determining
those stockholders who will be entitled to notice of, and to vote at, the Meeting and at any adjournment thereof is March 27, 2015.  A list of
stockholders entitled to vote at the Meeting will be available for inspection at the offices of the Company during the ten days prior to the
Meeting.

All stockholders are cordially invited to attend the Meeting in person.  Stockholders are urged, whether or not they plan to attend the
Meeting, to complete, date and sign the enclosed Proxy and return it promptly in the enclosed postage prepaid envelope.  Your Proxy
may be revoked at any time prior to the Meeting.  If you decide to attend the Meeting and wish to change your Proxy vote, you may do
so by voting in person at the Meeting.

By Order of the Board of Directors

G. WARD PAXTON
Chairman, President and Chief Executive Officer

Richardson, Texas
April 10, 2015

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders to be held on May 14, 2015:
 This proxy statement and the company�s 2013 Annual Report on Form 10K are available at www.intrusion.com.
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INTRUSION INC.
1101 East Arapaho Road, Suite 200

Richardson, Texas 75081

PROXY STATEMENT
for

ANNUAL MEETING OF STOCKHOLDERS
to be Held May 14, 2015

SOLICITATION AND REVOCABILITY OF PROXIES

The enclosed proxy (the �Proxy�) is being solicited on behalf of the Board of Directors (the �Board�) of Intrusion Inc. (the �Company�) for use at the
Annual Meeting of Stockholders (the �Meeting�) to be held at the Doubletree Hotel- Richardson, 1981 North Central Expressway, Richardson,
Texas, at 10:00 A.M., Local Time, on Thursday, May 14, 2015, or at such other time and place to which the Meeting may be adjourned. 
Proxies, together with copies of this Proxy Statement, are first being mailed to stockholders of record entitled to vote at the Meeting on or about
April 10, 2015.

Execution and return of the enclosed Proxy will not affect a stockholder�s right to attend the Meeting and to vote in person.  Any stockholder
executing a Proxy retains the right to revoke such proxy at any time prior to exercise at the Meeting.  A Proxy may be revoked by delivery of
written notice of revocation to the Secretary of the Company, by execution and delivery of a later Proxy or by voting the shares in person at the
Meeting.  If you attend the Meeting and vote in person by ballot, your proxy will be revoked automatically and only your vote at the Meeting
will be counted.  A Proxy, when executed and not revoked, will be voted in accordance with the instructions thereon.  In the absence of specific
instructions, Proxies will be voted by those named in the Proxy �FOR� the election as directors of those nominees named in the Proxy Statement,
�FOR� the approval of each of the other proposals described in this Proxy Statement, and in accordance with their best judgment on all other
matters that may properly come before the Meeting.

The enclosed form of Proxy provides a method for stockholders to withhold authority to vote for any one or more of the nominees for director
while granting authority to vote for the remaining nominees.  The names of all nominees are listed on the Proxy.  If you wish to grant authority
to vote for all nominees, check the box marked �FOR.� If you wish to withhold authority to vote for all nominees, check the box marked
�WITHHOLD.� If you wish your shares to be voted for some nominees and not for one or more of the others, check the box marked �FOR� and
indicate the name(s) of the nominee(s) for whom you are withholding the authority to vote by writing the name(s) of such nominee(s) on the
Proxy in the space provided.

RECORD DATE AND VOTING SECURITIES

Only stockholders of record at the close of business on March 27, 2015 are entitled to notice of, and to vote at, the Meeting.  The stock transfer
books of the Company will remain open between the record date and the date of the Meeting.  A list of stockholders entitled to vote at the
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Meeting will be available for inspection at the executive offices of the Company.  On the March 27, 2015 record date, the Company had
12,611,836 outstanding shares of Common Stock, $0.01 par value (the �Common Stock�); 200,000 outstanding shares of 5% Convertible
Preferred Stock, par value $0.01 per share (the �5% Preferred Stock�); 460,000 shares of Series 2 5% Convertible Preferred Stock, par value $0.01
per share (the �Series 2 5% Preferred Stock�) and 289,378 shares of Series 3 5% Convertible Preferred Stock, par value $0.01 per share (the
�Series 3 5% Preferred Stock�).  The holders of Series 2 and Series 3 5% Preferred Stock do not have voting rights, other than as required by the
Delaware General Corporation Law. Therefore, the holders of the Series 2 and Series 3 5% Preferred Stock are not entitled to vote with respect
to the proposals set forth in this Proxy Statement.

QUORUM AND VOTING

The presence at the Meeting, in person or by Proxy, of the holders of a majority of the shares of Common Stock outstanding or issuable upon
conversion of the 5% Preferred Stock is necessary to constitute a quorum.  Holders of Common Stock are entitled to one vote for each share of
Common Stock held on each matter to be voted on at the

1
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Meeting including the election of directors.  Holders of 5% Preferred Stock are entitled to vote on an as-converted to Common Stock basis, with
any fractional votes being rounded to the nearest whole vote.  As of the record date, each share of 5% Preferred Stock was convertible into 1.59
shares of Common Stock.  As a result, each holder is entitled to 1.59 votes for each share of 5% Preferred Stock held on each matter to be voted
on at the Meeting, including the election of directors, representing an aggregate of 318,065 votes attributable to holders of the 5% Preferred
Stock or 2.5% of the total 12,929,901 votes entitled to be cast at the Meeting.

All votes will be tabulated by the inspector of election appointed for the Meeting, who will separately tabulate affirmative and negative votes,
abstentions and broker non-votes.  Abstentions and broker non-votes are counted as present for purposes of determining the presence or absence
of a quorum for the transaction of business.  Abstentions will be counted towards the tabulations of votes cast on matters presented at the
Meeting and will have the same effect as negative votes (other than the election of directors) whereas broker non-votes will not be counted for
purposes of determining whether a matter has been approved.

Assuming the presence of a quorum, the following paragraphs describe the vote required by the stockholders of record to approve each of the
proposals set forth in this Proxy Statement.

• Proposal One.  The five nominees receiving the greatest number of votes of the shares of Common Stock outstanding
or issuable upon conversion of the 5% Preferred Stock present in person or represented by Proxy at the Meeting and entitled to vote shall be
deemed elected even if they receive the affirmative vote of less than a majority of the shares of Common Stock outstanding or issuable upon
conversion of the 5% Preferred Stock entitled to be voted at the Meeting.  Cumulative voting is prohibited in the election of directors, and
Proxies cannot be voted for more than five nominees.

• Proposal Two.  The affirmative vote of the holders of a majority of the shares of Common Stock outstanding or
issuable upon conversion of the 5% Preferred Stock entitled to vote at the Meeting and present in person or by Proxy, is required for the
approval of the Company�s 2015 Stock Incentive Plan.

• Proposal Three.  The affirmative vote of the holders of a majority of the shares of Common Stock outstanding or
issuable upon conversion of the 5% Preferred Stock entitled to vote at the Meeting and present in person or by Proxy, is required for the
ratification of the appointment of Whitley Penn LLP as independent auditors.

The Board unanimously recommends a vote �FOR� each of proposals one, two and three set forth in this Proxy Statement.

2
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PROPOSAL ONE
ELECTION OF DIRECTORS

The Board for the ensuing year will consist of five directors who are each to be elected at the Meeting for a term of office expiring at the next
Annual Meeting of Stockholders or until their respective successors have been elected and qualified.  It is intended that the persons named in the
following table will be nominated as directors of the Company and that the persons named in the accompanying Proxy, unless otherwise
directed, will vote for the election of such nominees at the Meeting.  Each of the nominees has indicated his willingness to serve as a member of
the Board of Directors, if elected.  However, in the event any nominee shall become unavailable for election to the Board for any reason not
presently known or contemplated, the Proxy holders will be vested with discretionary authority in such instance to vote the enclosed Proxy for
such substitute as the Board shall designate.

The following slate of five nominees has been nominated by the Board of Directors:

Name of Nominee Age Position(s)
Director
Since

G. Ward Paxton 79 Chairman, President, Chief Executive Officer and Director 1983
T. Joe Head 58 Vice Chairman, Vice President and Director 1983
Dale A. Booth. (1)(2)* 56 Director 2015
James F. Gero (1)(2)* 70 Director 2003
Donald M. Johnston (1)(2)* 65 Director 1983

* Independent Director as defined by Nasdaq Rule 5605(a)(2).

(1) Member of the Compensation Committee.

(2) Member of the Audit Committee.

G. Ward Paxton was named President and Chief Executive Officer of the Company on November 28, 2001.  He is also co-founder of the
Company and has served as Chairman of the Board since the Company�s inception in September 1983.  Mr. Paxton also served as President and
Chief Executive Officer of the Company from 1983 until June 2000 and served as Chief Financial Officer from 1983 until 1994.  Prior to
founding the Company, Mr. Paxton was Vice President of Honeywell Optoelectronics, a division of Honeywell, Inc., from 1978 to 1983.  From
1969 to 1978, Mr. Paxton was Chairman of the Board, President, Chief Executive Officer and founder of Spectronics, Inc., which was acquired
by Honeywell, Inc. in 1978.  Prior to founding Spectronics, Inc., Mr. Paxton held various managerial and technical positions at Texas
Instruments Incorporated from 1959 to 1969.  Mr. Paxton holds Ph.D., M.S. and B.S. degrees in Physics from the University of Oklahoma.  As
our CEO, Mr. Paxton has demonstrated dedication and leadership, and possesses a unique insight and understanding of our operations and
business strategy. Mr. Paxton�s position as our President and Chief Executive Officer and his extensive business and senior management
experience make him particularly qualified for service as Chairman of our Board.

T. Joe Head is co-founder of the Company and has served as a director since the Company�s inception in September 1983.  Mr. Head was named
Vice Chairman of the Board of Directors in June 2000 and was named Vice Chairman and Vice President on February 14, 2003.  He also served
as Senior Vice President from 1983 until 1998 and Executive Vice President from 1998 until June 2000.  Prior to co-founding the Company,
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Mr. Head held the positions of Product Marketing Manager and Marketing Engineer of Honeywell Optoelectronics, from 1980 to 1983. 
Mr. Head holds a B.S. degree in Electrical Engineering from Texas A&M University.  Mr. Head�s extensive experience and vision in technology
and his knowledge in the area of government sales make him particularly qualified for service on the Board.

Dale A. Booth was recently appointed to the board of directors on February 9, 2015 to fill the vacancy resulting from the retirement of Mr. Fred
Bucy.  Mr. Booth is currently Sr. Managing Director of TurnPoint Advisors LLC., a management strategy and advisory firm he founded in 2009,
and is a private investor. Mr. Booth also serves on the board of Bell Industries Inc.  Mr. Booth is a former Chief Executive Officer of NetVersant
Solutions LLC., a $50M provider of advanced communications and networking solutions for large enterprise clients. Prior to NetVersant,
Mr. Booth served as Chairman and Chief Executive Officer of Sensor Logic Inc., a leading provider of wireless data management and
connectivity solutions. Prior to Sensor Logic, Mr. Booth served as Chief Executive Officer of NextiraOne LLC., a $500M

3
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provider of communications solutions to mid-market and fortune 500 clients. Prior to NextiraOne, Mr. Booth was Senior Vice President and
Chief Information Officer of Fujitsu Network Communications Inc., a $3B provider of optical communications products to the telecom carrier
market.Mr. Booth earned an engineering degree with honors from DeVry University and completed his educational studies at Wharton and the
University of Chicago, Gleacher School of Business. Mr. Booth is a National Association of Corporate Directors (NACD), Board Leadership
Fellow and completed NACD�s comprehensive program of study for corporate directors.  Mr. Booth�s extensive business experience in various
technical, managerial and financial positions make him particularly qualified as a member of our Board, Audit Committee and Compensation
Committee.

James F. Gero was named a director of the Company on October 27, 2003.  Mr. Gero is former Chairman of the Board and a principal
stockholder of Sierra Technologies, Inc., which was formed in September 1991, and is a private investor.  Mr. Gero serves as Chairman of the
Board of Drew Industries, a public company which supplies a broad array of components for recreational vehicles and manufactured homes, and
is the former Chairman of Orthofix, N.V., a publicly traded medical device manufacturer.  Mr. Gero is a former Chairman and Chief Executive
Officer of Varo Inc., a manufacturer of high technology systems.  Prior to becoming Chairman and CEO of Varo Inc., Mr. Gero served as Vice
President and General Manager at Allied Signal Corporation.  Mr. Gero holds a B.S. degree from State University of New York, an M.B.A.
degree from University of New Haven and an M.S. degree from Fairleigh Dickinson.  Mr. Gero�s extensive experience serving on boards of both
public and private companies and his knowledge in the areas of strategic planning, finance, and corporate governance make him particularly
qualified for service on our Board, Audit Committee and Chairman of our Compensation Committee.

Donald M. Johnston has served as a director of the Company since November 1983.  Mr. Johnston is President of Massey Burch Capital Corp., a
venture capital firm.  He served as President of Massey Burch Investment Group, Inc., a venture capital firm, from 1990 until December 1993,
where he had been a principal since 1982.  Prior to that time, Mr. Johnston was the President of InterFirst Venture Corporation, a venture capital
subsidiary of Interfirst Bancshares, Inc., and the Executive Director of First Dallas, Ltd., a corporate finance group in London, England. 
Mr. Johnston holds a B.A. degree from Vanderbilt University and an M.B.A. degree from Southern Methodist University.  Mr. Johnston�s broad
array of business experience and expertise in financial matters and venture capital investing, as well as a demonstrated commitment to corporate
governance make him particularly qualified for service on our Board, Compensation Committee and Chairman of our Audit Committee.

All directors of the Company hold office until the next ensuing annual meeting of stockholders or until their respective successors are duly
elected and qualified.  All officers of the Company are elected annually by the Board and serve at the discretion of the Board.  There are no
family relationships between any director or officer of the Company and any other such person except that Michael L. Paxton, Vice President,
Chief Financial Officer, Secretary and Treasurer, is the son of G. Ward Paxton, Chairman, President and Chief Executive Officer.

Stockholder Approval

The affirmative vote of a plurality of the 12,929,901 shares of Common Stock outstanding or issuable upon conversion of outstanding
5% Preferred Stock present in person or by proxy at the Meeting is required for the election of each of the nominees for director.

The Board recommends a vote �FOR� the election of such nominees.

4
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CORPORATE GOVERNANCE

The business affairs of the Company are managed under the direction of the Board.  The Board meets on a regularly scheduled basis during the
fiscal year of the Company to review significant developments affecting the Company and to act on matters requiring Board approval.  It also
holds special meetings as required from time to time when important matters arise requiring Board action between scheduled meetings.  The
Board of Directors or its authorized committees met 16 times during the 2014 fiscal year.  During fiscal year 2014, each director participated in
at least 75% or more of the aggregate of (1) the total number of meetings of the Board of Directors (held during the period for which he was a
director) and (2) the total number of meetings of all committees of the Board on which he served (during the period that he served).

Board Leadership Structure

The current leadership structure of the Company provides for the combination of the roles of the Chairman of the Board and the Chief Executive
Officer.  The Board believes that the Chief Executive Officer is best situated to serve as the Chairman of the Board because he is the director
most familiar with the Company�s business and industry, and most capable of effectively identifying strategic priorities and leading the
discussion and execution of strategy.  Independent directors and management have different perspectives and roles in strategy development.  The
Company�s independent directors bring experience, oversight and expertise from outside the Company and industry, while the Chief Executive
Officer brings Company-specific experience and expertise.  One of the key responsibilities of the Board is to develop the Company�s strategic
direction and hold management accountable for the execution of strategy once it is developed.  The Company believes that the combined role of
Chairman of the Board and Chief Executive Officer is in the best interest of the Company�s stockholders because it promotes strategy
development and execution, and facilitates information flow between management and the Board, which are essential to effective governance of
the Company.

The Company also believes that the combined role of the Chairman of the Board and the Chief Executive Officer is appropriate in light of the
independent oversight of the Board.  Although the Board has not designated a lead independent director, the Company has a long history of
strong independent directors, with 3 out of the 5 current members of the Board being independent.  In addition, the Audit and Compensation
Committees of the Board are composed solely of independent directors.  The Board regularly reviews the Company�s leadership structure and
reserves the right to alter the structure as it deems appropriate.

Board Role in Risk Oversight and Management

The Board has an active role in the oversight and management of the Company�s risks and carries out its role directly and through Board
committees.  The Board�s direct role in the Company�s risk management process includes regular or periodic receipt and discussion of reports
from management and the Company�s outside counsel and advisers on areas of material risk to the Company, including operational, strategic,
financial, legal and regulatory risks.

The Board has also historically delegated the oversight and management of certain risks to the Audit and Compensation Committees of the
Board.  The Audit Committee is responsible for the oversight of Company risks relating to accounting matters, financial reporting and related
party transactions.  To satisfy these oversight responsibilities, the Audit Committee regularly meets with and receives and discusses reports from
the Chief Financial Officer, the Company�s independent registered public accountant, and the Company�s outside counsel.  The Compensation
Committee is responsible for the oversight of risks relating to the Company�s compensation and benefit programs.  To satisfy these oversight
responsibilities, the Compensation Committee regularly meets with and receives and discusses reports from the Chief Executive Officer and the
Chief Financial Officer to understand the financial, human resources and stockholder implications of compensation and benefit decisions.

Edgar Filing: INTRUSION INC - Form DEF 14A

10



The Board has also addressed risk through the adoption of corporate policies.  The Board has adopted a Code of Business Conduct and Ethics
and a Code of Ethics for Senior Financial Employees that are designed to ensure that directors, officers and employees of the Company are
aware of their legal and ethical responsibilities and conduct the Company�s business in a consistently legal and ethic manner.
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Committees

The Board has established Audit and Compensation Committees to devote attention to specific subjects and to assist it in the discharge of its
responsibilities.  The functions of the Audit Committee and the Compensation Committee are described below.

Audit Committee. The Audit Committee is composed of:  Donald M. Johnston (Chairman), James F. Gero, and Dale A. Booth.  Each member of
the Audit Committee is independent (as defined in Nasdaq Marketplace Rule 5605(a)(2)).  The Audit Committee has at least one financial expert
(as defined by 407 (d)(5)(ii) of Regulation S-K).  Mr. Johnston is currently the Audit Committee financial expert.  The functions performed by
the Audit Committee, its membership and the number of meetings held during the fiscal year, are set forth in the �Report of the Audit Committee,�
included in this Proxy Statement.  The Audit Committee is governed by a written charter, which was approved by the Audit Committee on
March 19, 2005, and is included under the �investor relations� section on the Company�s website, www.intrusion.com.  The Audit Committee held
six meetings during fiscal year 2014.

Compensation Committee. The Compensation Committee is composed of Mr. Gero (Chairman), Mr. Booth and Mr. Johnston, each of whom is
an independent director, as defined by Nasdaq Rule 5605(a)(2).  The Compensation Committee met five times during the 2014 fiscal year.  The
Compensation Committee is empowered to advise management and make recommendations to the Board with respect to the compensation and
other employment benefits of executive officers, key employees and directors of the Company.  The Compensation Committee also administers
the Company�s stock incentive plan for officers, key employees and directors, and the Company�s incentive bonus programs for executive officers
and employees.  The Compensation Committee is authorized, among other powers, to determine from time to time the individuals to whom
options shall be granted, the number of shares to be covered by each option and the time or times at which options shall be granted pursuant to
the stock incentive plan.  The Compensation Committee currently operates without a written charter.

Notwithstanding anything to the contrary set forth in any of the Company�s previous or future filings under the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended (the �Exchange Act�), that might incorporate this Proxy or future filings made by
the Company under those statutes, the Compensation Committee Report, the Audit Committee Report, the Audit Committee Charter and
references to the independence of Audit Committee members are not deemed filed with the Securities and Exchange Commission (the �SEC�). 
They also shall not be deemed incorporated by reference into any of those prior filings or into any future filings made by the Company under
those statutes, except the extent the Company specifically incorporates such information by reference in such filings.

REPORT OF THE AUDIT COMMITTEE

The Audit Committee oversees the Company�s financial reporting process on behalf of the Board.  Management has the primary responsibility
for the financial statements and the reporting process, including the systems of internal controls.  In fulfilling its oversight responsibilities, the
Audit Committee reviewed the audited financial statements in the Annual Report with management including a discussion of the quality, not just
the acceptability, of the accounting principles, the reasonableness of significant judgments, and the clarity of disclosures in the financial
statements.

The Audit Committee has discussed with Whitley Penn LLP, the Independent Registered Public Accounting Firm to the Company, who are
responsible for expressing an opinion on the conformity of those audited financial statements with generally accepted accounting principles, the
matters required to be discussed by PCAOB Auditing Standard No. 16, Communications with Audit Committees, and such other matters as are
required to be discussed with the Audit Committee under generally accepted auditing standards.  In addition, the Audit Committee has received
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and reviewed the written disclosures and the letter from Whitley Penn LLP required by applicable requirements of the PCAOB regarding
Whitley Penn LLP�s communications with the Audit committee concerning independence, and the Audit Committee has discussed with Whitley
Penn LLP its independence.

The Audit Committee discussed with Whitley Penn LLP the overall scope and plans for their audit.  The Audit Committee meets with Whitley
Penn LLP, with and without management present, to discuss the results of their examinations, their evaluations of the Company�s internal
controls, and the overall quality of the Company�s financial
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reporting.  The Audit Committee held six meetings during fiscal year 2014.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the Board (and the Board has approved) that
the audited financial statements be included in the Annual Report on Form 10-K for the year ended December 31, 2015 for filing with the SEC. 
The Audit Committee and the Board have also recommended, subject to stockholder ratification, the selection of Whitley Penn LLP as the
Company�s Independent Registered Public Accounting Firm.

Respectfully submitted,

AUDIT COMMITTEE
of the Board of Directors

Donald M. Johnston, Audit Committee Chair
James F. Gero, Audit Committee Member
Dale A. Booth, Audit Committee Member

REPORT OF COMPENSATION COMMITTEE

The Compensation Committee is responsible for administering the compensation programs of the executive officers. The Compensation
Committee sets performance goals and objectives for the Chief Executive Officer and the other executive officers, evaluates their performance
with respect to those goals and sets their compensation based upon the evaluation of their performance. In evaluating executive officer pay, the
Compensation Committee may consider recommendations from the Chief Executive Officer with respect to goals and compensation of the other
executive officers. The Compensation Committee also periodically reviews director compensation. All decisions with respect to executive and
director compensation are approved by the Compensation Committee and recommended to the full Board for ratification.

The Compensation Committee is responsible for administering all of the Company�s equity-based plans. The Compensation Committee also
periodically reviews compensation and equity-based plans and makes its recommendations to the board with respect to these areas.

It is the opinion of the Compensation Committee that the executive compensation policies and plans, including, without limitation, the Amended
2005 Stock Incentive Plan and the proposed 2015 Stock Incentive Plan, 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,

COMPENSATION COMMITTEE
of the Board of Directors
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James F. Gero, Compensation Committee Chair
Dale A. Booth., Compensation Committee Member
Donald M. Johnston, Compensation Committee Member
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Nomination of Directors

The Company does not have a formal nominating committee.  Instead, the independent members of the Board, Mr. Booth, Mr. Gero and
Mr. Johnston, act as a nominating committee considering nominees and appointees to the Board in accordance with Nasdaq Marketplace
Rule 5605(e), and the Board believes that the independent directors can serve effectively in this capacity without the need for a formal
committee.  In nominating and evaluating candidates to determine if they are qualified to become Board members, these Directors consider a
number of attributes, including:

• personal and professional character, integrity, ethics and values, without regard to race, religion, gender or national
origin;

• general business experience and leadership profile, including experience in corporate management, such as serving as
an officer or former officer of a publicly held company, or experience as a board member of another publicly held company;

• strategic planning abilities and experience;

• aptitude in accounting and finance;

• expertise in domestic and international markets;

• experience in the network security or telecommunications industry;

• understanding of relevant technologies;

• academic expertise in an area of the Company�s operations;

• communications and interpersonal skills; and

• practical and mature business judgment.
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These directors also evaluate Board members� and nominees� service on the board of other public companies.  Although these directors use these
and other criteria to evaluate potential nominees, there are no stated minimum criteria for nominees.  These directors also evaluate candidates
identified by their personal contacts and other Board members.

These directors will also consider nominees proposed by stockholders.  Although the Company has no formal policy regarding stockholder
nominees, stockholder nominees are viewed in substantially the same manner as other nominees.  The consideration of any candidate for director
will be based on the assessment of the individual�s background, skills and abilities, and if such characteristics qualify the individual to fulfill the
needs of the Board at that time.  To recommend a prospective nominee for consideration, stockholders should timely submit the candidate�s name
and qualifications to the Company�s Secretary in writing at the address listed above.  There have been no changes to the procedures by which
stockholders may recommend nominees to the Board since the date of the Company�s proxy statement for its 2015 annual meeting of
stockholders.  The Board annually reviews the requisite skills and characteristics of Board members, as well as the composition of the Board as a
whole. This assessment includes a consideration of independence, diversity, skills, experience and industry backgrounds in the context of the
needs of the Board and the Company. Directors are expected to exemplify the highest standards of personal and professional integrity; and to
constructively challenge management through their active participation and questioning.

Communication with the Board

The Company does not have formal procedures for stockholder communication with the Board.  Any matter intended for the Board, or for any
individual member or members of the Board, should be directed to the Company�s Secretary at the address of the Company indicated above, with
a request to forward the same to the intended recipient.  In general, all stockholder communication delivered to the Company�s Secretary for
forwarding to the Board or specified Board members will be forwarded in accordance with the stockholder�s instructions, unless the Secretary
believes the question or issue may be addressed adequately by the Company�s investor relations department.  However, the Secretary reserves the
right to not forward to Board members any abusive, threatening or otherwise inappropriate materials.  The

8

Edgar Filing: INTRUSION INC - Form DEF 14A

17



Board believes that more formal procedures are not necessary to permit shareholder�s adequate access to its members.

Policy Regarding Board Attendance at Stockholders Meetings

Although it has no formal policy requiring attendance, the Company encourages all directors to attend all meetings of stockholders.  All of the
Company�s five directors attended the 2014 annual stockholders meeting.

Code of Ethics

All of the Company�s directors and employees are required to abide by the Company�s Code of Business Conduct and Ethics, and the Company�s
Chief Executive Officer, Chief Financial Officer, and other senior financial employees are also required to abide by the Company�s Code of
Ethics for Senior Financial Employees (together, the �Codes�), which the Company adopted on March 18, 2004 to comply with Nasdaq and SEC
requirements to insure that the Company�s business is conducted in a consistently legal and ethical manner.  Both Codes cover areas of
professional conduct that include conflicts of interest, fair dealing and the strict adherence to all laws and regulations applicable to the conduct
of the Company�s business.  The full text of each Code is published on the Company�s website at www.intrusion.com; click on the investor
relations tab, and then �Code of Ethics.�  The Company intends to disclose future amendments to, or waivers from, certain provisions of the Codes
of Ethics on the Company�s website within four business days following the date of such amendment or waiver.  Upon the written request of any
stockholder, the Company will furnish, without charge, a copy of each of the Codes.  This request should be directed to the Company�s Secretary
at the address indicated above.

PROPOSAL TWO
APPROVAL OF THE 2015 STOCK INCENTIVE PLAN

Stockholders are being asked to approve the new 2015 Plan and to authorize 600,000 shares of Common Stock for issuance under the 2015
Plan.  The Board approved the 2015 Plan on March 19, 2015, and if approved by the stockholders will become effective on May 14, 2015.

The 2015 Plan will serve as a replacement for the 2005 Stock Incentive Plan which will expire by its terms on June 14, 2015.  The approval of
the 2015 Plan will have no effect on the 2005 Plan or any options granted pursuant to the 2005 Plan.  All options will continue with their
existing terms and will be subject to the 2005 Plan, as applicable.  No additional options will be granted under the 2005 Plan after June 14,
2015.  As of March 31, 2015, there were 329,000 options available to grant under the 2005 Option Plan.

The adoption of the 2015 Plan will allow the Company to continue to provide a comprehensive equity incentive program for the Company�s
officers, employees and non-employee Board members to encourage these individuals to remain in the Company�s service and to more closely
align their interests with those of the stockholders.  The Company relies significantly on equity incentives in the form of stock option grants in
order to attract and retain key employees, and it believes that equity incentives are necessary for it to remain competitive in the marketplace for
executive talent and other key employees.  Option grants made to newly-hired or continuing employees will be based on both competitive
market conditions and individual performance.
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The following is a summary of the principal features of the 2015 Plan.  The summary, however, is not a complete description of all the
provisions of the 2015 Plan.  The full text of the proposed 2015 Plan is attached to this proxy statement as Appendix A.  Any stockholder who
wishes to obtain a copy of the actual plan document may do so upon written request to the Company�s Corporate Secretary, c/o Intrusion Inc.,
1101 E. Arapaho Road, Suite 200, Richardson, Texas 75081.

Equity Incentive Programs

The 2015 Plan consists of three (3) separate equity incentive programs:

• the Discretionary Option Grant Program;

• the Stock Issuance Program; and

9
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• the Automatic Option Grant Program for non-employee Board members.

The principal features of each program are described below.  The Compensation Committee of the Board will have the exclusive authority to
administer the Discretionary Option Grant and Stock Issuance Programs with respect to option grants and stock issuances made to the Company�s
executive officers and non-employee Board members and also will have the authority to make option grants and stock issuances under those
programs to all other eligible individuals.  However, the Board may at any time appoint a secondary committee of one or more Board members
to have separate but concurrent authority with the Compensation Committee to make option grants and stock issuances under those two
programs to eligible individuals other than the Company�s executive officers and non-employee directors.

The term �plan administrator�, as used in this summary, will mean the Compensation Committee and any secondary committee, to the extent each
committee is acting within the scope of its administrative discretion under the 2015 Plan.  However, neither the Compensation Committee nor
any secondary committee exercises any administrative discretion under the Automatic Option Grant Program.  All grants under Automatic
Option Grant Program are made in strict compliance with the express provisions of that program.

Issuable Shares

Under this proposal, 400,000 new shares of Common Stock are to be reserved for issuance under the 2015 Plan.  No shares have yet been issued
under the 2015 Plan.

No participant in the 2015 Plan may receive option grants for more than 100,000 shares of Common Stock in total per calendar year, subject to
adjustment for subsequent stock splits, stock dividends and similar transactions.  This limitation, together with the fact that option grants under
the Discretionary Option Grant Program to its executive officers will be made by the Compensation Committee and will have an exercise price
per share equal to the fair market value per share of Common Stock on the date of grant, should ensure that any deductions to which the
Company would otherwise be entitled upon the exercise of stock options granted under the Discretionary Option Grant Program or the
subsequent sale of the shares purchased under those options will not be subject to the $1 million limitation on the income tax deductibility of
compensation paid per executive officer imposed under Section 162(m) of the Internal Revenue Code.

If an option expires or is terminated for any reason before all its shares are exercised, the shares not exercised will be available for subsequent
option grants or stock issuances under the 2015 Plan.

Eligibility

Officers and employees, non-employee Board members and independent contractors in the Company�s service or in the service of its parent or
subsidiary companies (whether now existing or subsequently established) will be eligible to participate in the Discretionary Option Grant and
Stock Issuance Programs.  Participation in the Automatic Option Grant Program is limited to non-employee members of the Board.
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As of April 1, 2015, approximately 36 employees, including four executive officers, five sub-contractors and three non-employee Board
members were eligible to participate in the Discretionary Option Grant and Stock Issuance Programs.  The three non-employee Board members
are also eligible to participate in the Automatic Option Grant Program.

Valuation

The fair market value per share of Common Stock on any relevant date under the Plan will be deemed to be equal to the closing selling price per
share on that date on the OTCQB Market.  On February 27, 2015, the fair market value per share determined on this basis was $2.15.

Discretionary Option Grant Program

Grants

The plan administrator will have complete discretion under the Discretionary Option Grant Program to determine
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Edgar Filing: INTRUSION INC - Form DEF 14A

21



which eligible individuals are to receive option grants, the time or times when those grants are to be made, the number of shares subject to each
grant, the status of any granted option as either an incentive stock option or a non-statutory option under federal tax laws, the vesting schedule, if
any, to be in effect for the option grant and the maximum term for which any granted option is to remain outstanding.

Price and Exercisability

Each granted option will have an exercise price per share not less than 100% of the fair market value of the shares unless otherwise determined
by the plan administrator on the date of grant.  No granted option will have a term in excess of ten (10) years.  The shares subject to each option
will generally vest in one or more installments over a specified period of service measured from the grant date subject to the optionee�s continued
service.  The exercise price may be paid in cash or in shares of common stock.  Outstanding options may also be exercised through a same-day
sale program pursuant to which a designated brokerage firm is to effect an immediate sale of the shares purchased under the option and pay to
the Company, out of the sale proceeds available on the settlement date, sufficient funds to cover the exercise price for the purchased shares plus
all applicable withholding taxes.

Termination of Service

Upon cessation of service, the optionee will have a limited period of time, usually ninety days, in which to exercise any outstanding option to the
extent exercisable for vested shares.  The plan administrator will have complete discretion to extend the period following the optionee�s cessation
of service during which his or her outstanding options may be exercised and/or to accelerate the exercisability or vesting of such options in
whole or in part.  This discretion may be exercised at any time while the options remain outstanding, whether before or after the optionee�s actual
cessation of service.

Stock Issuance Program

Shares of the Company�s Common Stock may be issued under the Stock Issuance Program at a price per share not less than 100% of their fair
market value, payable in cash.  In addition, shares may be issued as a bonus for past services without any cash outlay required of the recipient. 
Further, shares of common stock may be issued under the Stock Issuance Program pursuant to share right awards which entitle the recipients to
receive those shares upon the attainment of designated performance goals or completion of a specified service period.  The plan administrator
will have complete discretion under this program to determine which eligible individuals are to receive these stock issuances or share right
awards, the time or times when these issuances or awards are to be made, the number of shares subject to each issuance or award and the vesting
schedule to be in effect for the stock issuance or share rights award (subject to the limitations of Section 162(m) of the Internal Revenue Code
described above).

The shares issued may be fully and immediately vested upon issuance or may vest upon the recipient�s completion of a designated service period
or upon the attainment of pre-established performance goals.  The plan administrator will, however, have the discretionary authority at any time
to accelerate the vesting of any and all unvested shares outstanding under the Stock Issuance Program.

Any unvested shares for which the requisite service requirement or performance objective is not obtained must be surrendered to the Company
for cancellation, and the participant will not have any further stockholder rights with respect to those shares.  However, for shares issued for cash
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or cash equivalents, including a promissory note, the Company will repay the participant the cash amount paid for the surrendered shares
without interest and/or shall cancel the unpaid principal balance of any promissory note delivered in payment of those shares.

Outstanding share right awards under the Stock Issuance Program will automatically terminate, and no shares of common stock will actually be
issued in satisfaction of those awards, if the performance goals established for such awards are not attained.  The plan administrator, however,
will have the discretionary authority to issue shares of common stock in satisfaction of one or more outstanding share right awards as to which
the designated performance goals are not attained.

However, in order to assure that the compensation attributable to one or more stock issuances under the program will qualify as
performance-based compensation which will not be subject to the $1 million limitation on the income tax
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deductibility of the compensation paid per executive officer which is imposed under Internal Revenue Code Section 162(m), the plan
administrator shall, in its sole discretion, provide that those particular issuances will be contingent upon the actual attainment of certain
pre-established performance goals based on one or more of the following criteria:

• return on total stockholder equity;

• earnings per share of common stock;

• net income (before or after taxes);

• earnings before interest, taxes, depreciation and amortization;

• sales or revenues;

• return on assets, capital or investment;

• market share;

• cost reduction goals;

• budget comparisons;

• implementation or completion of critical projects or processes;

• customer satisfaction;

• any combination of, or a specified increase in, any of the foregoing; and

• the formation of joint ventures, research or development collaborations, or the completion of other corporate
transactions.

In addition, performance goals may be based upon the attainment of specified levels of the Company�s performance under one or more of the
measures described above relative to the performance of other entities and may also be based on the performance of any of its business units or
divisions or subsidiaries.  Performance goals may include a minimum threshold level of performance below which no award will be earned,
levels of performance at which specified portions of an award will be earned and a maximum level of performance at which an award will be
fully earned.

Automatic Option Grant Program

Grant
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Under the Automatic Option Grant Program of the 2015 Plan, eligible non-employee Board members receive a series of option grants over their
period of Board service.  Each non-employee Board member will, at the time of his or her initial election or appointment to the Board, receive an
option grant for 10,000 shares of Common Stock, provided that individual has not previously been employed by the Company in the preceding
six months.  In addition, on the date of each annual stockholders meeting, each individual who is to continue to serve as a non-employee Board
member will automatically be granted an option to purchase 8,000 shares of Common Stock, provided he or she has served as a non-employee
Board member for at least three (3) months.  There will be no limit on the number of such 8,000-share option grants any one eligible
non-employee Board member may receive over his or her period of continued Board service, and non-employee board members who have
previously been one of the Company�s employees will be eligible to receive one or more such annual grants over their period of board service.

Option Terms

Each automatic grant will have an exercise price per share equal to 100% of the fair market value per share of the Company�s Common Stock on
the grant date and will have a maximum term of 10 years, subject to earlier termination following the optionee�s cessation of Board service.  Each
automatic option will vest in three (3) successive equal annual installments upon the optionee�s completion of each year of Board service
measured from the grant date.  Following the optionee�s cessation of Board service for any reason, each option will remain exercisable for a
3-month period and may be exercised during that time for any or all shares in which the optionee is vested at the time of the cessation of Board
service.

12

Edgar Filing: INTRUSION INC - Form DEF 14A

25



General Provisions

Acceleration

In the event that the Company is acquired by merger or asset sale or its stockholders sell more than 50% of the Company�s outstanding voting
stock pursuant to a successful tender offer, each outstanding option under the Discretionary Option Grant Program that is not to be assumed or
replaced by the successor corporation or otherwise continued in effect will automatically accelerate in full, and all unvested shares outstanding
under the Discretionary Option Grant and Stock Issuance Programs will immediately vest, except to the extent the Company�s repurchase rights
with respect to those shares are to be assigned to the successor corporation or otherwise continued in effect.  The plan administrator will also
have the authority to grant options which will immediately vest upon an acquisition of the Company, whether or not those options are assumed
by the successor corporation.

The plan administrator is also authorized under the Discretionary Option Grant and Stock Issuance Programs to grant options and to structure
repurchase rights so that the shares subject to those options or repurchase rights will immediately vest upon an acquisition of the Company by
merger or asset sale, the successful completion of a tender offer for more than 50% of the Company�s outstanding voting stock or a proxy contest
for the election of Board members.  This accelerated vesting may occur either at the time of the transaction or proxy contest or upon the
subsequent involuntary termination of the individual�s service within a designated period not to exceed 18 months following the transaction or
proxy contest.

The shares subject to each option under the Automatic Option Grant will immediately vest upon an acquisition of the Company by merger or
asset sale, the successful completion of a tender offer for more than 50% of the Company�s outstanding voting stock or a proxy contest for the
election of Board members.

The acceleration of vesting in the event of a change in the ownership or control of the Company may be seen as an anti-takeover provision and
may have the effect of discouraging a merger proposal, a takeover attempt or other efforts to gain control of the Company.

Stockholder Rights and Option Transferability

No optionee will have any stockholder rights with respect to the option shares until he or she has exercised the option and paid the exercise price
for the purchased shares.  Options will generally not be assignable or transferable other than by will or the laws of inheritance following the
optionee�s death, and during the optionee�s lifetime, the option may only be exercised by the optionee.  However, the plan administrator may
structure one or more non-statutory options under the 2015 Plan so that those options will be transferable during the optionee�s lifetime to one or
more members of the optionee�s family or to a trust established for one or more such family members or to the optionee�s former spouse, to the
extent such transfer is in connection with the optionee�s estate or pursuant to a domestic relations order.  The optionee may also designate one or
more beneficiaries to automatically receive his or her options at death.

Changes in Capitalization
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Should any change be made to the Common Stock issuable under the 2015 Plan by reason of any stock split, stock dividend, recapitalization,
combination of shares, exchange of shares or other change affecting the outstanding common stock as a class without the Company�s receipt of
consideration, then appropriate adjustments will be made to:

• the maximum number and/or class of securities issuable under the 2015 Plan;

• the number and/or class of securities for which any one person may be granted options and direct stock issuances per
calendar year under the 2015 Plan;

• the number and/or class of securities for which grants are to be made under the Automatic Option Grant Program to new
or continuing non-employee Board members; and

• the number and/or class of securities and price per share in effect under each outstanding option.

These adjustments to the outstanding options will be effected in a manner which will preclude the enlargement or
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dilution of rights and benefits under those options.

Special Tax Election

The plan administrator may provide one or more holders of options or unvested share issuances under the 2015 Plan with the right to have the
Company withhold a portion of the shares otherwise issuable to these individuals in satisfaction of the withholding taxes to which these
individuals become subject in connection with the exercise of those options or the vesting of those shares.  Alternatively, the plan administrator
may allow these individuals to deliver previously acquired shares of common stock in payment of such withholding tax liability.

Amendment and Termination

The Board may amend or modify the Plan at any time, subject to any required stockholder approval pursuant to applicable laws and regulations. 
Unless sooner terminated by the Board, the 2015 Plan will terminate on the earliest of (1) May 14, 2025, (2) the date on which all shares
available for issuance under the 2015 Plan have been issued as fully-vested shares or (3) the termination of all outstanding options in connection
with certain changes in control or ownership of the Company.

Federal Income Tax Consequences

Option Grants

Options granted under the Discretionary Option Grant Program may be either incentive stock options which satisfy the requirements of
Section 422 of the Internal Revenue Code or non-statutory options which are not intended to meet those requirements.  All options granted under
the Automatic Option Grant Programs will be non-statutory options.  The federal income tax treatment for the two types of options differs as
follows:

Incentive Options. The optionee recognizes no taxable income at the time of the option grant, and no taxable income is recognized for regular
tax purpose at the time the option is exercised, although taxable income may arise at that time for alternative minimum tax purposes.  The
optionee will, however, recognize taxable income in the year in which the purchased shares are sold or otherwise made the subject of a taxable
disposition.  For Federal tax purposes, dispositions are divided into two categories:  (1) qualifying and (2) disqualifying.  A qualifying
disposition occurs if the sale or other disposition is made after the optionee has held the shares for more than two (2) years after the option grant
date and more than one (1) year after the exercise date.  If either of these two holding periods is not satisfied, then a disqualifying disposition
will result.

Upon a qualifying disposition, the optionee will recognize long-term capital again in an amount equal to the excess of (1) the amount realized
upon the sale or other disposition of the purchased shares over (2) the exercise price paid for the shares.  If there is a disqualifying disposition of
the shares, then the excess of (1) the fair market value of those shares on the exercise date over (2) the exercise price paid for the shares will be
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taxable as ordinary income to the optionee.  Any additional gain or loss recognized upon the disposition will be recognized as a capital gain or
loss by the optionee.

If the optionee makes a disqualifying disposition of the purchased shares, then the Company will be entitled to an income tax deduction, for the
taxable year in which such disposition occurs, equal to the excess of (1) the fair market value of such shares on the option exercise date over
(2) the exercise price paid for the shares.  The Company will not be entitled to any income tax deduction if the optionee makes a qualifying
disposition of the shares.

Non-Statutory Options. No taxable income is recognized by an optionee upon the grant of a non-statutory option.  The optionee will in general
recognize ordinary income, in the year in which the option is exercised, equal to the excess of the fair market value of the purchased shares on
the exercise date over the exercise price paid for the shares, and the optionee will be required to satisfy the tax withholding requirements
applicable to such income.

If the shares acquired upon exercise of the non-statutory option are unvested and subject to repurchase by the Company in the event of the
optionee�s termination of service prior to vesting in those shares, then the optionee will not recognize any taxable income at the time of exercise
but will have to report as ordinary income, as and when this
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repurchase right lapses, an amount equal to the excess of (1) the fair market value of the shares on the date the repurchase right lapses over
(2) the exercise price paid for the shares.  The optionee may, however, elect under Section 83(b) of the Internal Revenue Code to include as
ordinary income in the year of exercise of the option an amount equal to the excess of (1) the fair market value of the purchased shares on the
exercise date over (2) the exercise price paid for such shares.  If the Section 83(b) election is made, the optionee will not recognize any
additional income as and when the repurchase right lapses.

The Company will be entitled to an income tax deduction equal to the amount of ordinary income recognized by the optionee with respect to the
exercised non-statutory option.  The deduction will in general be allowed for the Company�s taxable year in which the ordinary income is
recognized by the optionee.

Direct Stock Issuances

The tax principles applicable to direct stock issuances under the 2015 Plan will be substantially the same as those summarized above for the
exercise of unvested non-statutory options, if the shares are not vested.  If the shares are vested, the recipient of the shares will recognize taxable
income upon receipt of the shares in the amount equal to the fair market value of the shares at the time of receipt, less any amount, if any, paid
for the shares.

Deductibility of Executive Compensation

The Company anticipates that any compensation deemed paid by it in connection with the disqualifying dispositions of incentive stock option
shares or the exercise of non-statutory options with exercise prices equal to the fair market value of the option shares on the grant date will
qualify as performance-based compensation for purposes of Internal Revenue Code Section 162(m) and will not have to be taken into account
for purposes of the $1 million limitation per covered individual on the deductibility of the compensation paid to certain of its executive officers. 
Accordingly, all compensation deemed paid with respect to those options will remain deductible by the Company without limitation under
Internal Revenue Code Section 162(m).

Accounting Treatment

The Company accounts for stock options using guidance from FASB ASC Topic 718 which requires all share-based payments to employees,
including grants of employee stock options, to be recognized in the financial statements based on their fair values.

New Plan Benefits

No options have been granted to date under the 2015 Plan.  However, if this proposal is approved by the stockholders, then each of the following
non-employee board members will receive an option grant for the indicated number of shares on May 14, 2015 for their continued board service.
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Name Dollar Value ($)(1)
Number of

Option Shares
Dale A. Booth $ 17,200 8,000
James F. Gero 17,200 8,000
Donald M. Johnston 17,200 8,000

(1) Based on the $2.15 closing price of the Common Stock on the OTCQB Market on February 27, 2015.  However, each of these option
grants will have an exercise price per share equal to the closing price per share of common stock on the OTCQB Market on the May 14, 2015
grant date.

There is no set formula for the granting of awards to individual executives or employees.  No shares, other than described above, are anticipated
to be granted at this time under the 2015 Plan. During fiscal year 2014, a total of thirty-three employees, two non-employees contractors, and
three non-employee directors received stock options to purchase an aggregate of 2.3% of the outstanding shares of Common Stock, including all
of the four Named Executive Officers, who received stock options to acquire an aggregate of 150,000 shares or 53% of the total options granted
in fiscal 2014.
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Interests of Officers and Directors

Upon approval of Proposal Two, the Company�s executive officers, including the employee director nominees, Mr. Paxton and Mr. Head, and the
Company�s non-employee director nominees, Mr. Booth, Mr. Gero and Mr. Johnston, will be entitled to participate in the 2015 Plan and may
receive option grants and stock issuances under the Discretionary Option Grant Program and the Stock Issuance Program.  In addition, the
non-employee director nominees may receive option grants under the Automatic Option Program as set forth above under �New Plan Benefits�.

The Board recommends a vote FOR this proposal.

PROPOSAL THREE
RATIFICATION OF THE APPOINTMENT

OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board has appointed Whitley Penn LLP to serve as independent auditors of the Company and to audit its consolidated financial statements
for fiscal year 2015, subject to ratification by the Company�s stockholders at the Meeting.  Whitley Penn LLP has served as the Company�s
Independent Registered Public Accounting Firm since July 2009.  To the knowledge of management of the Company, neither such firm nor any
of its members has any direct or material indirect financial interest in the Company, nor any connection with the Company in any capacity other
than as independent auditors.

Although stockholder ratification and approval of this appointment is not required by the Company�s bylaws or otherwise, in keeping with the
Company�s policy that its stockholders should be entitled to a voice in this regard and as a matter of good corporate practice, the Board is seeking
ratification of this appointment.  If the appointment is not ratified, the Board must then determine whether to appoint other auditors prior to the
end of the current fiscal year.  In such case, the opinions of stockholders will be taken into consideration.

Fees Paid to Independent Registered Public Accounting Firm

The Audit Committee has reviewed the following audit and non-audit fees the Company has paid to Whitley Penn LLP for 2014 and 2013 for
purposes of considering whether such fees are compatible with maintaining the auditor�s independence.  The policy of the Audit Committee is to
pre-approve all audit and non-audit services performed by Whitley Penn LLP before the services are performed, including all of the services
described below under �Audit-Related Fees,� �Tax Fees� and �All Other Fees� below.

Audit Fees.  Estimated fees billed for service rendered by our Accounting Firm for the reviews of Forms 10-Q and for the audit of the
consolidated financial statements of the Company were $89,000 for 2014 and $86,000 for 2013.

Audited-Related Fees. Aggregate fees billed for all audit-related services rendered by our Accounting Firm were $0 for 2014 and 2013.
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Tax Fees. Aggregate fees billed for permissible tax services rendered by our Accounting Firm consisted of $16,000 for 2014 and 2013.  These
amounts include tax strategy services, preparation of sales tax returns, preparation of federal and state income tax returns, preparation of
property tax and franchise tax returns and international tax issues.

All Other Fees. Aggregate fees billed for all other services rendered by our Accounting Firm consisted of $0 for 2014 and 2013.

Representatives of Whitley Penn LLP are expected to be in attendance at the Meeting and will be afforded the opportunity to make a statement. 
The representatives will also be available to respond to appropriate questions.

The enclosed Proxy will be voted as specified, but if no specification is made, it will be voted �for� the adoption of the resolution of ratification.

The Board recommends a vote �FOR� this proposal.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT

The following table sets forth information regarding the beneficial ownership of the Common Stock as of March 27, 2015, unless otherwise
indicated, by (1) each person known by the Company to be the beneficial owner of more than 5% of the outstanding shares of Common and
Preferred Stock, (2) each director of the Company, (3) the Company�s current executive officers and (4) all current directors and executive
officers of the Company as a group. The persons and entities named in the table have sole voting and investment power with respect to all such
shares owned by them, unless otherwise indicated.

Common Stock 5% Preferred Stock

Name of Beneficial Owner or Group (1)

Amount and
Nature of
Beneficial

Ownership (2)
Percent of
Class (%)

Amount and
Nature of
Beneficial

Ownership (2)
Percent of
Class (%)

G. Ward Paxton (1)(3) 1,472,926 10.9% 140,000 70.0%
T. Joe Head (1)(4) 1,219,116 9.1 � �
Dale A. Booth 7,250 * � �
James F. Gero (5) 431,318 3.4 60,000 30.0
Donald M. Johnston (6) 51,358 * � �
Garry L. Hemphill (7) 375,885 2.9 � �
Michael L. Paxton (1)(8) 2,454,388 19.0 � �
Julie Paxton Puckett (1)(9) 1,967,250 15.6 � �
Mark A. Paxton(1)(10) 1,603,888 12.7 � �
Walter Schenker (1) (11) 962,307 7.6 � �
All directors and executive officers as a
group (7 persons) (12) 6,012,240 39.7 200,000 100.0

* Represents beneficial ownership of less than 1% of the outstanding shares of Common Stock.

(1) The addresses of the persons or entities shown in the foregoing table who are beneficial owners of more than 5% of the
Common Stock and/or Preferred Stock are as follows:  G. Ward Paxton, T. Joe Head, Michael L. Paxton, Mark A. Paxton, Julie Paxton Puckett
and James Gero, 1101 East Arapaho Road, Suite 200, Richardson, Texas 75081; and Walter Schenker, 1130 Route 46, Suite 22, Parsippany, NJ
07054.

(2) Beneficial ownership is calculated in accordance with the rules of the SEC in accordance with Rule 13d-3(d)(1) of the
Exchange Act.  Percentage of beneficial ownership is based on 12,611,836 shares of Common Stock and 200,000 shares of 5% Preferred Stock
outstanding as of March 27, 2015.  In computing the number of shares beneficially owned by a person and the percentage ownership of that
person, shares of Common Stock subject to options or warrants held by that person that are currently exercisable or will become exercisable
within 60 days following March 27, 2015 are deemed outstanding.  However, these shares are not deemed outstanding for the purpose of
computing the percentage ownership of any other person.  Unless otherwise indicated in the footnotes to this table, the persons and entities
named in the table have sole voting and sole investment power with respect to all shares beneficially owned, subject to community property laws
where applicable.

Certain shares of Common Stock shown as beneficially owned are issuable upon conversion of the 5% Preferred Stock the Company issued in a
private placement on March 25, 2004.  Under the terms of these shares of 5% Preferred Stock, the shares of 5% Preferred Stock are convertible
only to the extent that the number of shares of Common Stock issuable pursuant to those securities, together with the number of shares of
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Common Stock owned by the relevant person and its affiliates (but not including shares of Common Stock underlying unconverted portions of
the 5% Preferred Stock) would not exceed 9.9% of the then outstanding Common Stock, as determined in accordance with Section 13(d) of the
Exchange Act.  In addition, certain shares of Common Stock shown as beneficially owned are issuable upon the conversion of Series 2 5%
Preferred Stock issued in a private placement on March 28, 2005.  Under the terms of the Series 2 5% Preferred Stock, the shares are convertible
only to the extent that the number of shares of Common Stock issuable upon conversion thereof and upon the exercise of the warrants issued in
such private placement, together with the number of shares of Common Stock owned the relevant person and its affiliates (but not including
shares of Common Stock underlying unconverted portions of the Series 2 preferred stock or unexercised portions of the warrants) would not
exceed 4.99% of the then outstanding Common Stock as determined in accordance with Section 13(d) of the Exchange Act.  However, this
restriction does not apply to any holder of the Series 2 Preferred Stock who is one of the Company�s directors or officers.  Similar restrictions
apply to the conversion of the Series 3 5% Preferred Stock and Private Placement Warrants.
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(3) Includes the equivalent of approximately 3,500 shares held by Mr. G. Ward Paxton in the Intrusion Stock Fund in the
Intrusion 401(k) Savings Plan. Includes the equivalent of 123,853 shares that may be issued upon conversion of Series 3 5% Preferred Stock,
260,000 shares that may be issued upon conversion of Series 2 5% Preferred Stock and 222,646 shares that may be issued upon conversion of
5% Preferred Stock.  Also includes 240,001 shares that Mr. Paxton may acquire upon exercise of options that are currently exercisable or will
become exercisable within 60 days of March 27, 2015.

(4) Includes 740,001 shares that Mr. Head may acquire upon exercise of options that are currently exercisable or will become
exercisable within 60 days of March 27, 2015.

(5) Includes the equivalent of 27,523 shares that may be issued upon conversion of Series 3 5% Preferred Stock, the equivalent
of 60,000 shares that may be issued upon conversion of Series 2 5% Preferred Stock and 95,419 shares that may issued upon conversion of
5% Preferred Stock.  Also includes 45,001 shares that Mr. Gero may acquire upon exercise of options that are currently exercisable or will
become exercisable within 60 days of March 27, 2015.

(6) Includes 45,001 shares that Mr. Johnston may acquire upon exercise of options that are currently exercisable or will
become exercisable within 60 days of March 27, 2015.

(7) Includes 370,001 shares that Mr. Hemphill may acquire upon exercise of options that are currently exercisable or will
become exercisable within 60 days of March 27, 2015.

(8) Includes 598,222 shares held by trusts of Mr. Paxton�s children of which Michael Paxton and Kathryn Paxton are
co-trustees.  Includes the equivalent of 68,808 shares that may be issued upon conversion of Series 3 5% Preferred Stock and 100,000 shares that
may be issued upon conversion of Series 2 5% Preferred Stock.  In addition, it includes 140,001 shares that Mr. Paxton may acquire upon
exercise of options that are currently exercisable or will become exercisable within 60 days of March 27, 2015.

(9) Includes 620,000 shares held by Julie Paxton Puckett and Mark Puckett, and 1,140,000 held by trusts of Mrs. Puckett�s
children of which Julie Puckett and Mark Puckett are co-trustees.

(10) Includes 855,000 shares held by trusts of Mr. Paxton�s children of which Mark Paxton and Barbara Paxton are co-trustees.

(11) Includes the equivalent of 46,000 shares that may be issued upon the conversion of Series 3 5% Preferred Stock.  Walter
Schenker has sole voting and/or investment control over the shares held by MAZ Partners LP and affiliates.
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(12) Includes an aggregate of 1,580,006 shares that may be acquired upon exercise of options of officers and directors that are
currently exercisable or will become exercisable within 60 days of March 27, 2015.  Includes the equivalent of 220,184 shares that may be
issued upon conversion of Series 3 5% Preferred Stock, the equivalent of 420,000 shares that may be issued upon conversion of Series 2
5% Preferred Stock and 318,065 shares that may be issued upon conversion of 5% Preferred Stock.
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Executive Officers

The following table sets forth the names and ages of all executive officers of the Company, their respective positions with the Company, and the
period during which each has served as an officer.

Name of Officer Age Position(s)

Served as
Officer
Since

G. Ward Paxton 79 Chairman, President, Chief Executive Officer and Director 2001
T. Joe Head 58 Vice Chairman, Vice President and Director 2003
Garry L. Hemphill 66 Vice President, Operations 2003
Michael L. Paxton 54 Vice President, Chief Financial Officer, Treasurer and Corporate Secretary 2002

Garry L. Hemphill joined the Company on February 14, 2003 as Vice President of Operations.  Mr. Hemphill was previously employed with the
Company from 1987 to 2000 as Vice President of Operations and 1984 to 1987 as Director of Operations.  From 2002 to 2003, Mr. Hemphill
acted as an independent consultant to contract manufacturers in the area of business development.  From 2000 to 2001, Mr. Hemphill was
President and Chief Executive Officer of VHB Technologies, Inc., a Richardson, Texas based start-up.  Mr. Hemphill�s background covers over
20 years in data networking, engineering and operation management.  Mr. Hemphill holds an Associate Degree in Business Administration from
the University of Texas at Dallas.

Michael L. Paxton joined the Company on August 13, 2002 as Vice President, Chief Financial Officer, Secretary and Treasurer.  He was also
employed by the Company from 1986 until May 1998.  Mr. Paxton previously held positions with the Company as Vice President and Secretary
from 1995 to 1998, Controller of Finance and Accounting from 1987 to 1995 and Accounting Manager from 1986 to 1987.  From 1998 to
August 2002, Mr. Paxton served as General Partner for Paxton Ventures, L.P.  Mr. Paxton holds a B.B.A. degree from the University of
Oklahoma.

The biographies of G. Ward Paxton and T. Joe Head are provided in �Proposal One � Election of Directors.�

All executive officers of the Company are elected annually by the Board and serve at the discretion of the Board.  There are no family
relationships between any director or executive officer and any other such person except for Michael L. Paxton, Vice President, Chief Financial
Officer, Secretary and Treasurer, who is the son of G. Ward Paxton, Chairman, President and Chief Executive Officer.

Summary Compensation Information

The following table sets forth certain summary information regarding all cash compensation earned by the Company�s Chief Executive Officer,
Chief Financial Officer and each of the Company�s other two executive officers for the last three fiscal years in all capacities in which they
served the Company and its subsidiaries for such period.  The individuals listed below shall be referred to as the �Named Executive Officers�.
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2014 SUMMARY COMPENSATION TABLE (4)

Name and Principal Position Year Salary
Bonus
(1)

Option
Awards
(2)

All Other
Compensation

(3) Total
G. Ward Paxton, 2014 $ 250,000 � $ 88,652 $ 2,440 $ 341,092
Chairman, President, and Director 2013 245,000 $ 3,700 23,600 2,440 274,740

2012 240,000 � 44,443 2,400 286,843

Michael L. Paxton, 2014 195,000 � 44,326 1,890 241,216
Vice President, Chief Financial
Officer, Treasurer and Secretary

2013 190,000 2,900 11,800 1,890 206,590
2012 185,000 � 22,222 1,850 209,072

T. Joe Head, 2014 270,000 � 88,877 2,640 361,517
Vice-Chairman, Vice President and
Director

2013 265,000 4,000 23,668 2,640 295,308
2012 260,000 � 44,613 2,600 307,213

Garry L. Hemphill, 2014 185,000 � 44,438 1,790 231,228
Vice President of Sales 2013 180,000 2,700 11,834 1,790 196,324

2012 175,000 � 22,307 1,750 199,057

(1) Includes bonus compensation and/or commission earned during the fiscal year indicated, a portion of which may have been
or will be paid during the subsequent fiscal year.

(2) Represents the aggregate grant date fair value computed in accordance with FASB ASC Topic 718. The FASB ASC Topic
718 full grant date fair value and will be expensed and reported as the option vests for each Named Executive Officer. A complete discussion of
the assumptions used to calculate such values can be found in the Company�s 2014 Annual Report on Form 10-K, which accompanies this Proxy
Statement.

(3) This amount includes the annual employer matching contributions under the Company�s tax qualified
Section 401(k) Savings Plan for Mr. G. Ward Paxton, Mr. Michael L. Paxton, T. Joe Head and Garry L. Hemphill, respectively.

(4) No stock awards were paid, no non-equity incentive plan compensation was paid, and no pension or non-qualified deferred
compensation earnings were charged to the Named Executive Officers for the last three fiscal years.  These columns have been omitted from the
table.

Base Salary

The salaries of the executive officers, including the Chief Executive Officer, are determined annually by the Compensation Committee with
reference to the following without specific weighting:
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• salaries paid to executives with similar responsibilities at companies of a comparable size and sales volume, primarily in the high
technology industry; 

• each officer�s performance; and

• the Company�s overall financial results.

The Compensation Committee believes that other companies likely compete with the Company for executive talent and that the Company must
offer salaries within a competitive market range to attract and retain talented executives.  However, the Compensation Committee manages
salaries for the executive group as a whole in a conservative fashion in order to place more emphasis on incentive compensation.  Compensation
paid to our executive officers is low compared to industry averages; therefore, as a result of Company performance, the Compensation
Committee increased the base salaries of the executive officers in the range of 2% to 3% during 2014.  After the increases, the Company
believes the base salaries of its executive officers remain lower than the median compensation in effect for comparable positions in the surveyed
data.  The Company does not consider the performance of the comparison group in determining compensation of its executive officers.
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Bonus

To reinforce the attainment of corporate objectives, the Compensation Committee believes that a substantial portion of the potential annual
compensation of each executive officer should be in the form of short-term, variable incentive pay.  The incentive cash bonus program for
executives is established annually by the Compensation Committee based upon the Company�s achievement of sales and/or net income targets
established at the beginning of the fiscal year.  The incentive plan for executives requires a threshold level of Company financial performance
before any incentives are awarded.  Once the threshold objective for sales and/or net income of a fiscal year is reached, specific formulas are in
place to calculate the actual incentive payment for each executive for such year.

At the beginning of fiscal year 2014, the Compensation Committee adopted the 2014 management incentive plan. Under the terms of the 2014
management incentive plan, the bonus payable to each executive officer was based on sales targets.

Bonuses Awarded

In fiscal year 2014, the Company did not achieve its threshold level of sales; thus, no incentive bonus awards were distributed.  Certain
employees in the sales organization, received incentive sales commission in fiscal 2014 based upon the Company�s sales.

Stock Option and Equity Incentive Programs

The goal of the Company�s equity-based incentive awards is to align the interests of executive officers with the Company�s stockholders.  The
Compensation Committee determines the value allocated to equity-based incentives according to each executive�s position within the Company,
individual performance, contributions to achievement of corporate objectives and related factors, and grants stock options to create a meaningful
opportunity for stock ownership.  Because of the direct relationship between stock option value and the market price, it is believed that granting
options is the best method to motivate executives to mirror the concerns of other stockholders.

Stock Options Granted

The Company grants stock option awards to the executive officers and key employees in order to retain their services and increase their
performance potential to help attain long-term goals of the Company. However, there is no set formula for the granting of awards to individual
executives or employees. In each of the past three fiscal years, 2014, 2013 and 2012, the Company has granted stock options to purchase
283,500, 278,000 and 328,000 shares of the Company�s Common Stock, respectively. Of this amount, 150,000, 150,000 and 210,000 shares have
been granted to the Named Executive Officers, and the balance has been granted to other key employees and non-employee directors in 2014,
2013 and 2012, respectively.  During fiscal year 2014, a total of thirty-three employees, two non-employees, and three non-employee directors
received stock options to purchase an aggregate of 2.3% of the outstanding shares of Common Stock, including all of the four Named Executive
Officers, who received stock options to acquire an aggregate of 150,000 shares or 53% of the total options granted in fiscal 2014.

Timing of Grants
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Stock awards to executive officers and other key employees are typically granted annually in conjunction with the review of the individual�s
performance. This review typically takes place in January.  Stock option awards are granted to non-employee directors on the date of the annual
meeting of stockholders, in accordance with the terms of the 2005 and the 2015 Plans. Grants to newly hired employees are effective on the first
Compensation Committee meeting following the employee�s first day of employment, after approval by the committee. The exercise price of all
stock options is set at the then current day�s closing price of the Common Stock.
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Stock Ownership Guidelines

The Company does not have any standard stock ownership guidelines. However, all executives are encouraged to retain stock options and other
shares that they directly own.

Perquisites

The Company limits the perquisites that are made available to executive officers.  The Company does not have a pension program for executives
or employees.

The perquisites provided by the Company in fiscal year 2014 are as follows. All employees who participated in the Company�s 401(k) plan may
receive up to $2,700 in matching funds. All of the Named Executive Officers who participated in the 401(k) plan received matching funds. The
health and life insurance plans are the same for all employees. In general, all employees� base health premiums are paid 100% and the employee
pays approximately 40% of the health premiums for dependents. All employees are also provided life insurance up to $10,000. This policy is the
same for all employees, including executive officers.

Grants of Plan-Based Awards During Fiscal Year 2014

The following table provides information related to options to acquire shares of Common Stock granted to the Named Executive Officers during
fiscal year 2014.  The Company did not grant any stock awards or non-equity incentive plan units during fiscal year 2014.

2014 GRANTS OF PLAN-BASED AWARDS TABLE

Name

Grant
Date

All other option
awards:
number of
securities
underlying
options
(#)

Exercise
base price of

option
awards
($ / Sh)

Grant date fair value
of stock and option
awards ($) (1) (2)

G. Ward Paxton 02/06/14 50,000 $ 1.98 $ 88,652

Michael L. Paxton 02/06/14 25,000 1.98 44,326

T. Joe Head 02/06/14 50,000 1.80 88,877

Garry L. Hemphill 02/06/14 25,000 1.80 44,438
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(1) Refer to Note 9, �Stock Options�, in the Notes to Consolidated Financial Statements included in the Annual Report on
Form 10-K filed on March 28, 2014 for the relevant assumptions used to determine the valuation of the option awards.

(2) Represents the grant-date fair value of equity compensation awarded in the year. Refer to Note 9, �Stock Options,� in the
Notes to Consolidated Financial Statements included in the Annual Report on Form 10-K filed on March 28, 2014 for the relevant assumptions
used to determine the valuation of the stock option awards.

Employment Agreements

Neither the Company nor its subsidiaries has any employment agreements with any of its Named Executive Officers.
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Outstanding Equity Awards at the End of Fiscal Year 2014

The following table sets forth information with respect to the options outstanding by the Named Executive Officers held at fiscal year end.

2014 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END TABLE

Number of Number of
Securities Securities
Underlying Underlying
Unexercised Unexercised Option
Options Options Exercise Option
(#) (#) (1) Price Expiration

Name Exercisable Unexercisable ($) Date (2)

G. Ward Paxton 25,000 � $ 3.20 01/31/15
40,000 � 3.08 06/14/15
100,000 � 0.44 02/04/15
80,000 � 0.77 02/03/16
46,667 23,333 0.72 02/09/17
16,667 33,333 0.53 02/07/18

� 50,000 1.98 02/07/19

Michael L. Paxton 12,500 � 3.20 01/31/15
40,000 � 3.08 06/14/15
50,000 � 0.44 02/04/15
40,000 � 0.77 02/03/16
23,334 11,666 0.72 02/09/17
8,334 16,666 0.53 02/07/18

� 25,000 1.98 02/06/19

T. Joe Head 25,000 � 3.20 01/31/15
40,000 � 3.08 06/14/15
100,000 � 0.30 11/09/16
100,000 � 0.40 05/30/17
100,000 � 0.22 01/23/18
100,000 � 0.28 02/04/19
100,000 � 0.40 02/04/20
80,000 � 0.70 02/03/21
46,666 23,334 0.65 02/09/22
16,667 33,333 0.48 02/07/23

� 50,000 1.80 02/06/24
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Number of Number of
Securities Securities
Underlying Underlying
Unexercised Unexercised Option
Options Options Exercise Option
(#) (#) (1) Price Expiration

Name Exercisable Unexercisable ($) Date (2)

Garry L. Hemphill 7,500 � 3.20 01/31/15
40,000 � 3.08 06/14/15
30,000 � 0.30 11/09/16
50,000 � 0.40 05/30/17
50,000 � 0.22 01/23/18
50,000 � 0.28 02/04/19
50,000 � 0.40 02/04/20
40,000 � 0.70 02/03/21
23,333 11,667 0.65 02/09/22
8,333 16,667 0.48 02/07/23

� 25,000 1.80 02/06/24

(1) Options become exercisable in three equal annual installments beginning on the first anniversary date of grant.

(2) The expiration date of each option occurs between five to ten years after the date of grant of each option.

DIRECTOR COMPENSATION

Name

Fees Earned or
Paid in Cash

($)
Option Awards
($) (2)(3)(4)

Total
($)

G. Ward Paxton, (1) � � �
Chairman of the Board
T. Joe Head, (1) � � �
Vice Chairman of the Board
Dale A. Booth � � �
Member
J. Fred Bucy, Jr., (2) $ 15,000 $ 10,258 $ 25,258
Former Member
James F. Gero, (2) 19,800 10,258 30,058
Member
Donald M. Johnston, (2) 19,800 10,258 30,058
Member

(1) Mr. G. Ward Paxton and Mr. Head are employee directors of the Company.  All compensation paid to them is paid for their
services as employee executives of the Company, which are detailed in the 2014 Summary Compensation Table. No additional fees were paid to
Mr. Paxton or Mr. Head for their services as a Director of the Company as noted above.
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(2) Mr. Bucy, Mr. Gero and Mr. Johnston were each granted 5,000 stock options with an exercise price of $2.08, the closing
fair market value on such date.

(3) Represents the aggregate grant date fair value computed in accordance with FASB ASC Topic 718. The FASB ASC Topic
718 full grant date fair value of $10,258 which will be expensed and reported as the option vests for each non employee
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director. Refer to Note 9, �Stock Options�, in the Notes to Consolidated Financial Statements included in the Annual Report on Form 10-K filed
on March 27, 2015 for the relevant assumptions used to determine the valuation of the stock option awards.

(4) The following are the aggregate number of option awards outstanding that have been granted to each of the non-employee
directors as of December 31, 2014: Mr. Gero � 50,000; and Mr. Johnston � 50,000.  Mr. Bucy resigned as a Board member on October 2, 2014.

Overview of Compensation and Procedures

The Compensation Committee reviews the level of compensation of non-employee Directors on an annual basis. The Company has historically
used data from a number of different sources to determine the compensation for non-employee Directors. Some examples of the data used
include:

• publicly available data describing director compensation in peer companies; and

• survey data collected by the Company.

We compensate non-employee members of the Board through a mixture of cash and equity-based compensation. Each non-employee Director
receives a cash retainer fee of $1,200 per month.  Each non-employee Director also receives a fee of $1,200 for each meeting of the Board
attended (excluding telephonic meetings) and for each meeting of a committee of the Board attended (exclusive of committee meetings held on
the same day as Board meetings).  Each non-employee Director also receives a fee of $600 for each telephonic meeting attended.  Each
non-employee Director is also reimbursed for all reasonable expenses incurred in attending such meetings.  No Director who is an employee of
the Company receives any fees for service as a Director.  However, G. Ward Paxton and T. Joe Head each earned compensation for his services
to the Company as an employee as set forth in the Summary Compensation Table.  Mr. G. Ward Paxton received a stock option grant for 50,000
shares at a price of $1.98 per share during 2014.  Mr. T. Joe Head received a stock option grant for 50,000 shares at a price of $1.80 per share
during 2014. The options are detailed on the �2014 Grants of Plan-Based Awards Table� in this proxy statement.  Neither Mr. Paxton nor
Mr. Head received any additional fees for his services as a Director.

Under the Automatic Option Grant Program of the 2005 Plan, each non-employee Director will automatically be granted an option to purchase
10,000 shares of Common Stock upon joining the Board and an option to purchase 5,000 (8,000 shares under the proposed 2015 Plan) shares of
Common Stock on the date of each annual stockholder meeting as long as the director has served at least three months prior to the date of grant.

CERTAIN TRANSACTIONS WITH MANAGEMENT

February 5, 2015 Promissory Note
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On February 5, 2015, the Company entered into an unsecured revolving promissory note to borrow up to $2,200,000 from G. Ward Paxton, the
Company�s Chairman, President and Chief Executive Officer.  Under the terms of the note, the Company may borrow, repay and reborrow on the
loan as needed up to an outstanding principal balance due of $2,200,000 at any given time.  Amounts the Company borrows under the note
accrue interest at a floating rate per annum equal to the announced prime rate of Silicon Valley Bank plus 1% and are unsecured.  All
outstanding principal and accrued but unpaid interest are due on March 31, 2016.  At December 31, 2014, there was a principal balance due to
Mr. Paxton of $1,530,000 under the terms of the promissory note.

During 2014 and up until March 31, 2015, there have been no other transactions, or currently proposed transactions, between the Company and
any of its executive officers, directors or 5% beneficial holders, or member of the immediate family of the foregoing persons, in which one of
the foregoing individuals or entities had an interest of more than $120,000.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company�s directors and officers, and persons who own more than 10% of a registered class of
the Company�s equity securities, to file initial reports of ownership and reports of changes in ownership with the SEC.  Such persons are required
by SEC regulation promulgated pursuant to the Exchange Act to furnish the Company with copies of all Section 16(a) report forms they file with
the SEC.

Based solely on its review of the copies of such report forms received by it with respect to fiscal year 2014, the Company believes that all filing
requirements applicable to its directors, officers and persons who own more than 10% of a registered class of the Company�s equity securities
have been timely complied with in accordance with Section 16(a) of the Exchange Act.

STOCKHOLDER PROPOSALS

Stockholders may submit proposals on matters appropriate for stockholder action at subsequent annual meetings of the stockholders consistent
with Rule 14a-8 promulgated under the Exchange Act.  For such proposals to be considered for inclusion in the Proxy Statement and Proxy
relating to the 2016 Annual Meeting of Stockholders, such proposals must be received by the Company not later than December 14, 2015.  Such
proposals should be directed to Intrusion Inc., 1101 East Arapaho Road, Suite 200, Richardson, Texas 75081, Attention:  Secretary (telephone: 
(972) 234-6400; telecopy:  (972) 234-1467).

Pursuant to Rule 14a-4(c) of the Exchange Act of 1934, if a stockholder who intends to present a proposal at the 2016 Annual Meeting of
Stockholders does not notify the Company of such proposal on or prior to February 26, 2016, then management proxies would be allowed to use
their discretionary voting authority to vote on the proposal when the proposal is raised at the annual meeting, even though there is no discussion
of the proposal in the 2016 proxy statement.

EXPENSES OF SOLICITATION

All costs incurred in the solicitation of Proxies for the Meeting will be borne by the Company.  In addition to the solicitation by mail, officers
and employees of the Company may solicit Proxies by telephone, telefax or personally, without additional compensation. The Company may
also make arrangements with brokerage houses and other custodians, nominees and fiduciaries for the forwarding of solicitation materials to the
beneficial owners of shares of Common Stock held of record by such persons, and the Company may reimburse such brokerage houses and other
custodians, nominees and fiduciaries for their out-of-pocket expenses incurred in connection therewith.  In addition, Computershare has been
retained by the Company to aid in the solicitation of Proxies and will solicit Proxies by mail, telephone, internet, telefax and personal interview
and may request brokerage houses and nominees to forward soliciting material to beneficial owners of Common Stock.  For these services,
Computershare will be paid fees not to exceed approximately $3,000, plus reasonable incidental expenses.

ADDITIONAL INFORMATION AVAILABLE
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Upon the written request of any stockholder, the Company will furnish, without charge, a copy of the Company�s 2014 Annual Report on
Form 10-K, as filed with the SEC, including the financial statements and schedules thereto.  The request should be directed to the
Secretary at the Company�s offices indicated above.

The Company�s 2014 Annual Report on Form 10-K accompanies this Proxy Statement.  The Annual Report on Form 10-K, which includes
financial statements, does not form and is not to be deemed part of this Proxy Statement.
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OTHER BUSINESS

As of the date of this Proxy Statement, the Board and management are not aware of any other matter, other than those described herein, which
will be presented for consideration at the Meeting.  Should any other matter requiring a vote of the stockholders properly come before the
Meeting or any adjournment thereof, the enclosed Proxy confers upon the persons named in and entitled to vote the shares represented by such
Proxy discretionary authority to vote the shares represented by such Proxy in accordance with their best judgment in the interest of the Company
on such matters.  The persons named in the enclosed Proxy also may, if it is deemed advisable, vote such Proxy to adjourn the Meeting from
time to time.

Please sign, date and return promptly the enclosed Proxy at your earliest convenience in the enclosed envelope, which requires no
postage if mailed in the United States.

By Order of the Board of Directors

G. WARD PAXTON
Chairman, President and Chief Executive Officer

Richardson, Texas
April 10, 2015
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APPENDIX A

INTRUSION INC.

2015 STOCK INCENTIVE PLAN

ARTICLE ONE

GENERAL PROVISIONS

I. PURPOSE OF THE PLAN

This Plan is intended to promote the interests of the Corporation by providing eligible persons, who are employed by or serving the Corporation
or any Parent or Subsidiary, with the opportunity to acquire a proprietary interest, or otherwise increase their proprietary interest, in the
Corporation as an incentive for them to remain in such service and to continue contributing to the on-going success of the Corporation.

Capitalized terms shall have the meanings assigned to such terms in the attached Appendix.

II. STRUCTURE OF THE PLAN

A. The Plan shall be divided into three separate equity incentive programs:

1. the Discretionary Option Grant Program under which eligible persons may, at the discretion of the Plan Administrator, be granted
options to purchase shares of Common Stock;

2. the Stock Issuance Program under which eligible persons may, at the discretion of the Plan Administrator, be issued shares of
Common Stock directly, either through the immediate purchase of such shares or as a bonus for services rendered the Corporation (or any Parent
or Subsidiary); and
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3. the Automatic Option Grant Program under which eligible non-Employee Board members shall automatically receive option grants at
designated intervals over their period of continued Board service.

B. The provisions of Articles One and Five shall apply to all equity programs under the Plan and shall govern the interests of
all persons under the Plan.

III. ADMINISTRATION OF THE PLAN

A. The Primary Committee and the Board shall have concurrent authority to administer the Discretionary Option Grant and
Stock Issuance Programs with respect to Section 16 Insiders.  Grants made by the entire Board will not be exempt from the million dollar
compensation deduction limitation of Code Section 162(m).  Administration of the Discretionary Option Grant and Stock Issuance Programs
with respect to all other persons eligible to participate in those programs may, at the Board�s discretion, be vested in the Primary Committee or a
Secondary Committee, or the Board may retain the power to administer those programs with
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respect to all such persons.  However, any discretionary option grants or stock issuances for members of the Primary Committee should be
authorized by a disinterested majority of the Board.

B. Members of the Primary Committee or any Secondary Committee shall serve for such period of time as the Board may
determine and may be removed by the Board at any time.  The Board may also at any time terminate the functions of any Secondary Committee
and reassume all powers and authority previously delegated to such committee.

C. Each Plan Administrator shall, within the scope of its administrative functions under the Plan, have full power and
authority (subject to the provisions of the Plan) to establish such rules and procedures as it may deem appropriate for proper administration of
the Discretionary Option Grant and Stock Issuance Programs and to make such determinations under, and issue such interpretations of, the
provisions of those programs and any outstanding options or stock issuances thereunder as it may deem necessary or advisable.  Decisions of the
Plan Administrator within the scope of its administrative functions under the Plan shall be final on all parties who have an interest in the
Discretionary Option Grant and Stock Issuance Programs under its jurisdiction or any option or stock issuance thereunder.

D. Service on the Primary Committee or the Secondary Committee shall constitute service as a Board member, and members
of each such committee shall accordingly be entitled to full indemnification and reimbursement as Board members for their service on such
committee.  No member of the Primary Committee or the Secondary Committee shall be liable for any act or omission made in good faith with
respect to the Plan or any option grants or stock issuances under the Plan.

E. Administration of the Automatic Option Grant Program shall be self-executing in accordance with the terms of that
program, and no Plan Administrator shall exercise any discretionary functions with respect to any option grants or stock issuances made under
that program.

IV. ELIGIBILITY

A. The persons eligible to participate in the Discretionary Option Grant and Stock Issuance Programs are as follows:

1. Employees,

2. non-Employee members of the Board or the board of directors of any Parent or Subsidiary, and

3. independent contractors who provide services to the Corporation (or any Parent or Subsidiary).
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B. Each Plan Administrator shall, within the scope of its administrative jurisdiction under the Plan, have full authority to
determine, (1) with respect to the option grants made pursuant to the Discretionary Option Grant Program, which eligible persons are to receive
such grants, the time or times when those grants are to be made, the number of shares to be

A-2

Edgar Filing: INTRUSION INC - Form DEF 14A

57



covered by each such grant, the status of the granted option as either an Incentive Option or a Non-Statutory Option, the time or times when each
option is to become exercisable, the exercise price, the vesting schedule (if any) applicable to the option shares and the maximum term for which
the option is to remain outstanding and (2) with respect to stock issuances pursuant to the Stock Issuance Program, which eligible persons are to
receive such issuances, the time or times when the issuances are to be made, the number of shares to be issued to each Participant, the vesting
schedule (if any) applicable to the issued shares and the consideration for such shares.

C. The Plan Administrator shall have the absolute discretion either to grant options in accordance with the Discretionary
Option Grant Program or to effect stock issuances in accordance with the Stock Issuance Program.

D. The individuals who shall be eligible to participate in the Automatic Option Grant Program shall be limited to (1) those
individuals who first become non-Employee Board members on or after the Plan Effective Date, whether through appointment by the Board or
election by the Corporation�s stockholders, and (2) those individuals who continue to serve as non-Employee Board members at one or more
Annual Stockholders� Meetings held on or after the Plan Effective Date, provided that individual has been a non-Employee Board member for at
least three months.

V. STOCK SUBJECT TO THE PLAN

A. The stock issuable under the Plan shall be shares of authorized but unissued or reacquired Common Stock, including
shares repurchased by the Corporation on the open market.  The number of shares of Common Stock reserved for issuance over the term of the
Plan shall not exceed 600,000 shares.

B. No one person participating in the Plan may receive options and direct stock issuances pursuant to the Plan for more than
100,000 shares of Common Stock in the aggregate per calendar year.

C. Shares of Common Stock subject to outstanding options granted under the Plan shall be available for subsequent issuance
under the Plan to the extent those options expire or terminate for any reason prior to exercise in full.  Unvested shares issued under the Plan and
subsequently cancelled or repurchased by the Corporation pursuant to the Corporation�s repurchase rights under the Plan shall be added back to
the number of shares of Common Stock reserved for issuance under the Plan and shall accordingly be available for reissuance through one or
more subsequent option grants or direct stock issuances under the Plan.  However, should the exercise price of an option granted pursuant to the
Plan be paid with shares of Common Stock or should shares of Common Stock otherwise issuable pursuant to the Plan be withheld by the
Corporation in satisfaction of the withholding taxes incurred in connection with the exercise of an option or the vesting of a stock issuance made
pursuant to the Plan, then the number of shares of Common Stock available for issuance pursuant to the Plan shall be reduced by the gross
number of shares for which the option is exercised or which vest under the stock issuance, and not by the net number of shares of Common
Stock issued to the holder of such option or stock issuance.
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D. If any change is made to the Common Stock by reason of any stock split, stock dividend, recapitalization, combination of
shares, exchange of shares or other change affecting the outstanding Common Stock as a class without the Corporation�s receipt of consideration,
appropriate adjustments shall be made by the Plan Administrator to (1) the maximum number and/or class of securities issuable pursuant to the
Plan, (2) the maximum number and/or class of securities for which any one person may be granted options and direct stock issuances pursuant to
the Plan per calendar year, (3) the number and/or class of securities for which grants are subsequently to be made pursuant to the Automatic
Option Grant Program to new and continuing non-Employee Board members, and (4) the number and/or class of securities and the exercise price
per share in effect under each outstanding option granted pursuant to the Plan.  Such adjustments to the outstanding options are to be effected in
a manner that shall preclude the enlargement or dilution of rights and benefits under such options.  The adjustments determined by the Plan
Administrator shall be final.

E. Outstanding awards granted pursuant to the Plan shall in no way affect the right of the Corporation to adjust, reclassify,
reorganize or otherwise change its capital or business structure or to merge, consolidate, dissolve, liquidate or sell or transfer all or any part of its
business or assets.

ARTICLE TWO

DISCRETIONARY OPTION GRANT PROGRAM

I. OPTION TERMS

Each option shall be evidenced by one or more documents in the form approved by the Plan Administrator; provided, however, that each such
document shall comply with the terms specified below.  Each document evidencing an Incentive Option shall, in addition, be subject to the
provisions of the Plan applicable to such options.

A. Exercise Price.

1. The exercise price per share shall be fixed by the Plan Administrator but shall not be less than 100% of the Fair Market
Value per share of Common Stock on the date of grant.

2. The exercise price shall become immediately due upon exercise of the option and shall, subject to the provisions of
Section I of Article Five and the documents evidencing the option, be payable in one or more of the forms specified below:

(i) cash or check made payable to the Corporation,
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(ii) shares of Common Stock held for the requisite period necessary to avoid a charge to the Corporation�s earnings for
financial reporting purposes and valued at Fair Market Value on the Exercise Date, or

(iii) to the extent the option is exercised for vested shares, through a special sale and remittance procedure pursuant to which the
Optionee shall
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concurrently provide irrevocable instructions to (a) a Corporation-designated brokerage firm to effect the immediate sale of the purchased shares
and remit to the Corporation, out of the sale proceeds available on the settlement date, sufficient funds to cover the aggregate exercise price
payable for the purchased shares plus all applicable income and employment taxes required to be withheld by the Corporation by reason of such
exercise and (b) the Corporation to deliver the certificates for the purchased shares directly to such brokerage firm in order to complete the sale.

(iv) if the option is a non-statutory option, a �net exercise� arrangement pursuant to where the Company will reduce the number of
shares of Common Stock issued upon exercise by the number of shares equal to the exercise price at the Fair Market Value on the exercise date .

Except to the extent such sale and remittance procedure is utilized, payment of the exercise price for the purchased shares must be made on the
Exercise Date.

B. Exercise and Term of Options. Each option shall be exercisable at such time or times, during such period and for such
number of shares as shall be determined by the Plan Administrator and set forth in the documents evidencing the option.  However, no option
shall have a term in excess of ten years measured from the date the option is granted.

C. Effect of Termination of Service.

1. The following provisions shall govern the exercise of any options granted pursuant to the Discretionary Option Grant
Program that are outstanding at the time of the Optionee�s cessation of Service:

(i) Immediately upon the Optionee�s cessation of Service, the option shall terminate with respect to the unvested shares
subject to the option.

(ii) Should the Optionee�s Service be terminated for Misconduct or should the Optionee otherwise engage in Misconduct, then
the option shall terminate immediately with respect to all shares subject to the option.

(iii) Should the Optionee�s Service terminate for reasons other than Misconduct, then the option shall remain exercisable during
such period of time after the Optionee�s Service ceases (usually ninety days) as shall be determined by the Plan Administrator and set forth in the
documents evidencing the option, but no option shall be exercisable after its Expiration Date.  During the applicable post-Service exercise
period, the option may not be exercised in the aggregate for more than the number of vested shares for which the option is exercisable on the
date of the Optionee�s Service ceased.  Upon the expiration of the applicable exercise period or (if earlier) upon the Expiration Date, the option
shall terminate with respect to any vested shares subject to the options.

2. Among its discretionary powers, the Plan Administrator shall have complete discretion, exercisable either at the time an
option is granted or at any time while the option remains outstanding, to:
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(i) extend the period of time for which the option is to remain exercisable following the Optionee�s cessation of Service, but
in no event beyond the Expiration Date, and/or

(ii) permit the option to be exercised, during the applicable post-Service exercise period, not only with respect to the number
of vested shares of Common Stock for which such option is exercisable at the time of the Optionee�s cessation of Service but also with respect to
one or more additional installments in which the Optionee would have vested had the Optionee continued in Service.

D. Stockholder Rights. The holder of an option shall have no stockholder rights with respect to the shares subject to the
option until such person shall have exercised the option, paid the exercise price and become a holder of record of the purchased shares.

E. Limited Transferability of Options.  During the lifetime of the Optionee, options shall be exercisable only by the
Optionee and shall not be assignable or transferable other than by will or by the laws of inheritance following the Optionee�s death.  However, a
Non-Statutory Option may be assigned in whole or in part during the Optionee�s lifetime to one or more members of the Optionee�s family or to a
trust established exclusively for one or more such family members or to the Optionee�s former spouse, to the extent such assignment is in
connection with the Optionee�s estate plan or pursuant to a domestic relations order.  The assigned portion may only be exercised by the person
or persons who acquire a proprietary interest in the option pursuant to the assignment.  The terms applicable to the assigned portion shall be the
same as those in effect for the option immediately prior to such assignment and shall be set forth in such documents issued to the assignee as the
Plan Administrator may deem appropriate.  Notwithstanding the foregoing, the Optionee may also designate one or more persons as the
beneficiary or beneficiaries of his or her outstanding options granted pursuant to the Plan, and those options shall, in accordance with such
designation, automatically be transferred to such beneficiary or beneficiaries upon the Optionee�s death prior to the Expiration Date of those
options.  Such beneficiary or beneficiaries shall take the transferred options subject to all the terms and conditions of the applicable agreement
evidencing each such transferred option, including (without limitation) the limited time period during which the option may be exercised
following the Optionee�s death.

II. INCENTIVE OPTIONS

The terms specified below shall be applicable to all Incentive Options.  Except as modified by the provisions of this Section II, all the provisions
of Articles One, Two and Five shall be applicable to Incentive Options.  Options that are specifically designated as Non-Statutory Options when
issued pursuant to the Plan shall not be subject to the terms of this Section II.

A. Eligibility. Incentive Options may only be granted to Employees.

B. Dollar Limitation.  The aggregate Fair Market Value of the shares of Common Stock (determined as of the respective
date or dates of grant) for which one or more options granted to any Employee pursuant to the Plan (or any other option plan of the
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Corporation or any Parent or Subsidiary) may for the first time become exercisable as Incentive Options during any one calendar year shall not
exceed $100,000.  To the extent that an Optionee�s options exceed that limit, they will be treated as Non-Statutory Options (but all of the other
provisions of the option shall remain applicable), with the first options that were awarded to the Optionee to be treated as Incentive Options.

C. 10% Stockholder.  If any Employee to whom an Incentive Option is granted is a 10% Stockholder, then the exercise
price per share shall not be less than 110% of the Fair Market Value per share of Common Stock on the date the option is granted, and the
Expiration Date shall not be more than five years from the date the option was granted.

III. CORPORATE TRANSACTIONS

A. In the event a Change in Control occurs, the shares of Common Stock at the time subject to each outstanding option
granted pursuant to this Discretionary Option Grant Program shall automatically vest in full so that each such option shall, immediately prior to
the effective date of the Change in Control, become exercisable for all the shares of Common Stock at the time subject to such option and may
be exercised for any or all of those shares as fully vested shares of Common Stock.  However, an outstanding option shall not become vested on
such an accelerated basis if and to the extent: (1) such option is to be assumed by the successor corporation (or parent thereof) or is otherwise to
continue in full force pursuant to the terms of transaction or (2) such option is to be replaced with a cash incentive program of the successor
corporation which preserves the spread existing at the time of the Change in Control on any shares for which the option is not otherwise at that
time exercisable and provides for subsequent payout of that spread no later than the time the Optionee would vest in those option shares or
(3) the acceleration of such option is subject to other limitations imposed by the Plan Administrator at the time of the option grant.

B. Immediately following the consummation of the transactions contemplated by the Change in Control documentation, all
outstanding options granted pursuant to the Discretionary Option Grant Program shall terminate and cease to be outstanding, except to the extent
assumed by the successor corporation (or parent thereof) or otherwise continued in full force and effect pursuant to the terms of the transaction.

C. Each option granted pursuant to the Discretionary Option Grant Program which is assumed or otherwise continued in
effect in connection with a Change in Control shall be appropriately adjusted, immediately after such Change in Control, to apply to the number
and class of securities which would have been issuable to the Optionee in consummation of such Change in Control had the option been
exercised immediately prior to such Change in Control.  Appropriate adjustments to reflect such Change in Control shall also be made to (1) the
exercise price payable per share under each outstanding option, provided the aggregate exercise price payable for such securities shall remain the
same, (2) the maximum number and/or class of securities available for issuance over the remaining term of the Plan and (3) the maximum
number and/or class of securities for which any one person may be granted options and direct stock issuances pursuant to the Plan per calendar
year.  All adjustments shall be in compliance with Internal Revenue Code Section 409A.  To the extent the holders of Common Stock receive
cash consideration for their Common Stock in consummation of the Change in Control, the
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successor corporation may, in connection with the assumption of the outstanding options granted pursuant to the Discretionary Option Grant
Program, substitute one or more shares of its own common stock with a fair market value equivalent to the cash consideration paid per share of
Common Stock in such transaction.

D. Among its discretionary powers, the Plan Administrator shall have the ability to structure an option (either at the time the
option is granted or at any time while the option remains outstanding) so that the option shall become immediately exercisable and some or all of
the shares subject to that option shall automatically become vested upon the occurrence of a Change in Control, the consummation of a Proxy
Contest or any other specified event or the Optionee�s Involuntary Termination within a designated period of time following any of these events.

E. The portion of any Incentive Option accelerated in connection with a Change in Control or Proxy Contest shall remain
exercisable as an Incentive Option only to the extent the $100,000 limitation described in Section II.B above is not exceeded.  To the extent such
dollar limitation is exceeded, the accelerated portion of such option shall be exercisable as a Non-Statutory Option under the federal tax laws.

ARTICLE THREE

STOCK ISSUANCE PROGRAM

I. STOCK ISSUANCE TERMS

Shares of Common Stock may be issued pursuant to the Stock Issuance Program through direct and immediate issuances without any
intervening option grants.  Each such stock issuance shall be evidenced by a Stock Issuance Agreement that complies with the terms specified
below.  Shares of Common Stock may also be issued pursuant to the Stock Issuance Program pursuant to awards that entitle the recipients to
receive those shares upon the attainment of designated performance goals or the satisfaction of specified Service requirements.

A. Purchase Price.

1. The purchase price per share shall be fixed by the Plan Administrator, but shall not be less than 100% of the Fair Market
Value per share of Common Stock on the date of grant.

2. Subject to the provisions of Section I of Article Five, shares of Common Stock may be issued pursuant to the Stock
Issuance Program for any of the following items of consideration which the Plan Administrator may deem appropriate in each individual
instance:
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(i) cash or check made payable to the Corporation, or

(ii) past services rendered to the Corporation (or any Parent or Subsidiary).
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B. Vesting Provisions.

1. Shares of Common Stock issued pursuant to the Stock Issuance Program may, in the discretion of the Plan Administrator
may vest in one or more installments over the Participant�s period of Service or upon attainment of specified performance objectives.  The
elements of the vesting schedule applicable to any unvested shares of Common Stock issued pursuant to the Stock Issuance Program shall be
determined by the Plan Administrator and incorporated into the Stock Issuance Agreement.  Shares of Common Stock may also be issued
pursuant to the Stock Issuance Program pursuant to awards that entitle the recipients to receive those shares upon the attainment of designated
performance goals or the satisfaction of specified Service requirements.

2. Any new, substituted or additional securities or other property (including money paid other than as a regular cash
dividend) which the Participant may have the right to receive with respect to the Participant�s unvested shares of Common Stock by reason of any
stock dividend, stock split, recapitalization, combination of shares, exchange of shares or other change affecting the outstanding Common Stock
as a class without the Corporation�s receipt of consideration shall be issued subject to such escrow arrangements as the Plan Administrator shall
deem appropriate and shall be vested to the same extent the Participant�s shares of Common Stock are vested.

3. The Participant shall have full stockholder rights with respect to any shares of Common Stock issued to the Participant
pursuant to the Stock Issuance Program, whether or not the Participant�s interest in those shares is vested.  Accordingly, the Participant shall have
the right to vote such shares and to receive any regular cash dividends paid on such shares.

4. Should the Participant cease to remain in Service while one or more shares of Common Stock issued pursuant to the
Stock Issuance Program are unvested or should the performance objectives not be attained with respect to one or more such unvested shares of
Common Stock, then those shares shall be immediately surrendered to the Corporation for cancellation, and the Participant shall have no further
stockholder rights with respect to those shares.  To the extent the surrendered shares were previously issued to the Participant for consideration
paid in cash the Corporation shall repay to the Participant the cash consideration paid for the surrendered shares without interest.

5. The Plan Administrator may in its discretion waive the surrender and cancellation of one or more unvested shares of
Common Stock that would otherwise occur upon the cessation of the Participant�s Service or the non-attainment of the performance objectives
applicable to those shares.  Such waiver shall result in the immediate vesting of the Participant�s interest in the shares of Common Stock as to
which the waiver applies.  Such waiver may be effected at any time, whether before or after the Participant�s cessation of Service or attainment of
the applicable performance objectives.
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II. CORPORATE TRANSACTIONS

A. All of the Corporation�s outstanding repurchase rights under the Stock Issuance Program shall terminate automatically, and
all the shares of Common Stock subject to those terminated rights shall immediately vest in full, immediately prior to the occurrence of a
Change in Control, except to the extent (1) those repurchase rights are to be assigned to the successor corporation (or parent thereof) or are
otherwise to continue in full force and effect pursuant to the terms of the transaction or (2) such accelerated vesting is precluded by other
limitations imposed in the Stock Issuance Agreement.

B. The Plan Administrator shall have the discretionary authority to structure one or more of the Corporation�s repurchase
rights under the Stock Issuance Program so that those rights shall automatically terminate in whole or in part, and some or all of the shares of
Common Stock subject to those terminated rights shall immediately vest, upon the occurrence of a Change in Control, the consummation of a
Proxy Contest or any other event, or the Participant�s Involuntary Termination within a designated period of time following any of these events.

ARTICLE FOUR

AUTOMATIC OPTION GRANT PROGRAM

I. OPTION TERMS

A. Grant Dates.  Option grants shall be made on the dates specified below:

1. Each individual who is first elected or appointed as a non-Employee Board member at any time on or after the Plan Effective Date
shall automatically be granted, on the date of such initial election or appointment, a Non-Statutory Option to purchase 10,000 shares of Common
Stock; provided, however, such individual has not been employed by the Corporation in the preceding three months.

2. On the date of each annual stockholders� meeting (beginning with the first annual stockholders� meeting occurring after the Plan
Effective Date), each individual who is to continue to serve as a non-Employee Board member shall automatically be granted a Non-Statutory
Option to purchase 8,000 shares of Common Stock, provided such individual has served as a non-Employee Board member for at least three
months.  There shall be no limit on the number of such annual option grants any one non-Employee Board member may receive over his or her
period of Board service, and non-Employee Board members who have previously been in the employ of the Corporation (or any Parent or
Subsidiary) or who have otherwise received one or more option grants from the Corporation prior to the Plan Effective Date shall be eligible to
receive one or more such annual option grants over their period of continued Board service.

B. Exercise Price.  The exercise price per share shall be equal to 100% of the Fair Market Value per share of Common Stock
on the date the option is granted.
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C. Option Term.  Each option shall have a term of ten years measured from the date the option is granted.

D. Exercisability.  Each option shall become exercisable in a series of three successive equal annual installments upon the
Optionee�s completion of each year of Service as a Board member over the three-year period measured from the date the option is granted.

E. Termination of Board Service.  The following provisions shall govern the exercise of any options granted to the
Optionee pursuant to the Automatic Option Grant Program that are outstanding at the time the Optionee ceases to serve as a Board member:

1. The option shall be exercisable until the earlier to occur of (a) the Expiration Date or (b) the three months after the date
the Optionee�s Board service terminated.

2. During the post-service exercise period, the option may not be exercised in the aggregate for more than the number of
vested shares of Common Stock for which the option is exercisable at the time of the Optionee�s cessation of Board service.

3. Should the Optionee�s Board service cease due to death or Permanent Disability, then all shares at the time subject to the
option shall immediately vest so that such option may be exercised, within the three month period, for any or all of those shares as fully vested
shares of Common Stock.

4. Upon the expiration of the three month exercise period or (if earlier) upon the Expiration Date, the option shall terminate
and cease to be outstanding for any vested shares for which the option has not been exercised.  However, the option shall, immediately upon the
Optionee�s cessation of Board service for any reason other than death or Permanent Disability, terminate and cease to be outstanding to the extent
the option is not otherwise at that time exercisable for vested shares.

II. CORPORATE TRANSACTION

A. In the event a Change in Control occurs while the Optionee remains a Board member, the shares of Common Stock at the
time subject to each outstanding option that was granted pursuant to this Automatic Option Grant Program shall automatically vest in full so that
each such option shall, immediately prior to the effective date of the Change in Control, become exercisable for all the shares subject to the
option at that time as fully vested shares of Common Stock and may be exercised for any or all of those vested shares.  However, an outstanding
option shall not become vested on such an accelerated basis if and to the extent such option is to be assumed by the successor corporation (or
parent thereof) or is otherwise to continue in full force pursuant to the terms of transaction.  Immediately following the consummation of the
transactions contemplated by the Change in Control documentation, each automatic option grant shall terminate and cease to be outstanding,
except to the extent assumed by the successor corporation (or parent thereof) or otherwise continued in effect pursuant to the terms of the
Change in Control transaction.
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B. In the event a Proxy Contest occurs while the Optionee remains a Board member, the shares of Common Stock at the time
subject to each outstanding option granted
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pursuant to this Automatic Option Grant Program shall automatically vest in full so that each such option shall, upon the consummation of the
Proxy Contest, become exercisable for all the option shares as fully vested shares of Common Stock and may be exercised for any or all of those
vested shares.  Such option shall remain exercisable until the earliest to occur of (1) the Expiration Date, (2) the expiration of the one-year
period measured from the date of the Optionee�s cessation of Board service, or (3) the termination of the option in connection with a Change in
Control transaction.

C. Each option which is assumed or otherwise continued in effect in connection with a Change in Control shall be
appropriately adjusted, immediately after such Change in Control, to apply to the number and class of securities which would have been issuable
to the Optionee in consummation of such Change in Control had the option been exercised immediately prior to such Change in Control. 
Appropriate adjustments shall also be made to the exercise price payable per share under each outstanding option, provided the aggregate
exercise price payable for such securities shall remain the same.  To the extent the holders of Common Stock receive cash consideration for their
Common Stock in consummation of the Change in Control, the successor corporation may, in connection with the assumption of the outstanding
options granted pursuant to the Automatic Option Grant Program, substitute one or more shares of its own common stock with a fair market
value equivalent to the cash consideration paid per share of Common Stock in such transaction.  All adjustments shall be in compliance with
Internal Revenue Code Section 409A.

III. REMAINING TERMS

The remaining terms of each option granted pursuant to the Automatic Option Grant Program shall be the same as the terms in effect for option
grants made pursuant to the Discretionary Option Grant Program.

ARTICLE FIVE

MISCELLANEOUS

I. TAX WITHHOLDING

A. The Corporation�s obligation to deliver shares of Common Stock upon the exercise of options or the issuance or vesting of
such shares granted pursuant to the Plan shall be subject to the satisfaction of all applicable withholding requirements.

B. The Plan Administrator may, in its discretion, provide any or all holders of Non-Statutory Options or unvested shares of
Common Stock issued pursuant to the Plan (other than the options granted to non-Employee Board members or independent contractors) with
the right to use shares of Common Stock in satisfaction of all or part of the Withholding Taxes to which such holders may become subject in
connection with the exercise of their options or the vesting of their shares.  Such right may be provided to any such holder in either or both of the
following formats:
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1. Stock Withholding:  The election to have the Corporation withhold, from the shares of Common Stock otherwise issuable
upon the exercise of such Non-
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Statutory Option or the vesting of such shares, a portion of those shares.  So as to avoid adverse accounting treatment, the number of shares that
may be withheld for this purpose shall not exceed the minimum number needed to satisfy the applicable income and employment tax
withholding rules.

2. Stock Delivery:  The election to deliver to the Corporation, at the time the Non-Statutory Option is exercised or the
shares vest, one or more shares of Common Stock previously acquired by such holder (other than in connection with the option exercise or share
vesting triggering the Withholding Taxes).  So as to avoid adverse accounting treatment, the number of shares that may be withheld for this
purpose shall not exceed the minimum number needed to satisfy the applicable income and employment tax withholding rules.

II. SHARE ESCROW/LEGENDS

Unvested shares may, in the Plan Administrator�s discretion, be held in escrow by the Corporation until the Participant�s or the Optionee�s interest
in such shares vests or may be issued directly to the Participant or the Optionee with restrictive legends on the certificates evidencing those
unvested shares.

III. EFFECTIVE DATE AND TERM OF THE PLAN

A. The Plan shall become effective immediately on the Plan Effective Date.  Options may be granted pursuant to the
Discretionary Option Grant at any time on or after the Plan Effective Date, and the initial option grants made pursuant to the Automatic Option
Grant Program shall also be made on the Plan Effective Date to any non-Employee Board members eligible for such grants at that time.

B. Unless terminated by the Board prior to such time, the Plan shall terminate upon the tenth anniversary of the Plan�s
adoption by the Board.  Should the Plan terminate when options and/or unvested shares are outstanding, such awards shall continue in effect in
accordance with the provisions of the documents evidencing such grants or issuances.

IV. AMENDMENTS

The Board shall have complete and exclusive power and authority to amend or modify the Plan or any awards made hereunder.  However, no
such amendment or modification of the Plan shall adversely affect the rights and obligations with respect to options or unvested stock issuances
at the time outstanding under the Plan unless the Optionee or the Participant consents in writing to such amendment or modification.  In
addition, certain amendments to the Plan, including amendments increasing the maximum aggregate number of shares of Common Stock that
may be issued under the Plan or changing the class of persons eligible to receive Incentive Options, shall required approval of the Corporation�s
stockholders.

V. USE OF PROCEEDS
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Any cash proceeds received by the Corporation from the sale of shares of Common Stock pursuant to the Plan shall be used for any corporate
purpose.
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VI. REGULATORY APPROVALS

A. The implementation of the Plan, the granting of any option pursuant to the Plan and the issuance of any shares of
Common Stock (1) upon the exercise of any granted option or (2) pursuant to the Stock Issuance Program shall be subject to the Corporation�s
procurement of all approvals and permits required by regulatory authorities having jurisdiction over the Plan, the options granted pursuant to it
and the shares of Common Stock issued pursuant to it.

B. No shares of Common Stock or other assets shall be issued or delivered pursuant to the Plan unless and until there shall
have been compliance with all applicable requirements of applicable securities laws, including the filing and effectiveness of the Form S-8
registration statement for the shares of Common Stock issuable pursuant to the Plan, and all applicable listing requirements of any stock
exchange or trading system, including the OTCQB Market on which Common Stock is then traded.

VII. NO EMPLOYMENT/SERVICE RIGHTS

Nothing in the Plan shall confer upon the Optionee or the Participant any right to continue in Service for any period of specific duration or
interfere with or otherwise restrict in any way the rights of the Corporation (or any Parent or Subsidiary employing or retaining such person) or
of the Optionee or the Participant, which rights are hereby expressly reserved by each, to terminate such person�s Service at any time for any
reason, with or without cause.
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APPENDIX

The following definitions shall be in effect under the Plan:

A. Automatic Option Grant Program shall mean the automatic option grant program in effect under Article Four of the
Plan.

B. Board shall mean the Corporation�s Board of Directors.

C. Change in Control shall mean a change in ownership or control of the Corporation effected through any of the following
transactions:

1. a merger, consolidation or other reorganization approved by the Corporation�s stockholders, unless securities possessing more than
50% of the total combined voting power of the voting securities of the successor corporation are immediately thereafter beneficially owned,
directly or indirectly, by the persons who beneficially owned the Corporation�s outstanding voting securities immediately prior to such
transaction;

2. the sale, transfer or other disposition of all or substantially all of the Corporation�s assets; or

3. the acquisition, directly or indirectly by any person or related group of persons (other than the Corporation or a person that directly or
indirectly controls, is controlled by, or is under common control with, the Corporation), of beneficial ownership (within the meaning of
Rule 13d-3 of the Exchange Act) of securities possessing more than 50% of the total combined voting power of the Corporation�s outstanding
securities pursuant to a tender or exchange offer made directly to the Corporation�s stockholders.

D. Code shall mean the Internal Revenue Code of 1986, as amended.

E. Common Stock shall mean the Corporation�s common stock, par value $0.01 per share.

F. Corporation shall mean Intrusion Inc., a Delaware corporation, and any corporate successor to all or substantially all of
the assets or voting stock of Intrusion Inc. which has by appropriate action assumed the Plan.

Edgar Filing: INTRUSION INC - Form DEF 14A

77



G. Discretionary Option Grant Program shall mean the discretionary option grant program in effect under Article Two of
the Plan.

H. Employee shall mean an individual who is in the employ of the Corporation (or any Parent or Subsidiary), subject to the
control and direction of the employer entity as to both the work to be performed and the manner and method of performance.

I. Exchange Act shall mean the Securities Exchange Act of 1934, as amended.
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J. Exercise Date shall mean the date on which the option shall have been exercised in accordance with the appropriate
option documentation.

K. Expiration Date shall mean the 5:00 p.m. Central Time on the date the option expires as set forth in the Optionee�s Notice
of Stock Option Grant.

L. Fair Market Value per share of Common Stock on any relevant date shall be determined in accordance with the
following provisions:

1. If the Common Stock is at the time traded on the OTCQB Market, then the Fair Market Value shall be the closing selling price per
share of Common Stock on the date in question on the OTCQB Market.  If there is no closing selling price for the Common Stock on the date in
question, then the Fair Market Value shall be the closing selling price on the last preceding date for which such quotation exists.

2. If the Common Stock is at the time listed on any stock exchange, then the Fair Market Value shall be the closing selling price per share
of Common Stock on the date in question on the stock exchange determined by the Plan Administrator to be the primary market for the Common
Stock.  If there is no closing selling price for the Common Stock on the date in question, then the Fair Market Value shall be the closing selling
price on the last preceding date for which such quotation exists.

3. If the Common Stock is at the time neither listed on any stock exchange then the Fair Market Value shall be determined by the Plan
Administrator after taking into account such factors as the Plan Administrator shall deem appropriate.

M. Incentive Option shall mean an option that satisfies the requirements of Code Section 422.

N. Involuntary Termination shall mean the termination of the Service of any individual which occurs by reason of:

1. such individual�s involuntary dismissal or discharge by the Corporation (or any Parent or Subsidiary) for reasons other than
Misconduct, or

2. such individual�s voluntary resignation following (a) a change in his or her position with the Corporation (or any Parent or Subsidiary)
which materially reduces his or her duties and responsibilities, (b) a reduction in his or her base salary by more than 15%, unless the base
salaries of all similarly situated individuals are reduced by the Corporation (or any Parent or Subsidiary) employing the individual or (c) a
relocation of such individual�s place of employment by more than fifty miles, provided and only if such change, reduction or relocation is
effected by the Corporation (or any Parent or Subsidiary) without the individual�s consent.
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O. Misconduct shall mean the commission of any act of fraud, embezzlement or dishonesty by the Optionee or Participant,
any unauthorized use or disclosure by such person of confidential information or trade secrets of the Corporation (or any Parent or Subsidiary),
or any other intentional misconduct by such person adversely affecting the business or affairs of the Corporation (or any Parent or Subsidiary) in
a material manner.  The foregoing definition shall not
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in any way preclude or restrict the right of the Corporation (or any Parent or Subsidiary) to discharge or dismiss any Optionee, Participant or
other person in the Service of the Corporation (or any Parent or Subsidiary) for any other acts or omissions but such other acts or omissions shall
not be deemed, for purposes of the Plan, to constitute grounds for termination for Misconduct.

P. Non-Statutory Option shall mean an option not intended to satisfy the requirements of Code Section 422.

Q. Optionee shall mean any person to whom an option is granted pursuant to the Discretionary Option Grant or Automatic
Option Grant Program.

R. Parent shall mean any corporation (other than the Corporation) in an unbroken chain of corporations ending with the
Corporation, provided each corporation in the unbroken chain (other than the Corporation) owns, at the time of the determination, stock
possessing 50% or more of the total combined voting power of all classes of stock in one of the other corporations in such chain.

S. Participant shall mean any person who is issued shares of Common Stock under the Stock Issuance Program.

T. Permanent Disability or Permanently Disabled shall mean the inability of the Optionee or the Participant to engage in
any substantial gainful activity by reason of any medically determinable physical or mental impairment which can be expected to result in death
or has lasted or can be expected to last for a continuous period of twelve months or more.  However, solely for purposes of the Automatic Option
Grant Program, Permanent Disability or Permanently Disabled shall mean the inability of the non-Employee Board member to perform his or
her usual duties as a Board member by reason of any medically determinable physical or mental impairment expected to result in death or to be
of continuous duration of twelve months or more.

U. Plan shall mean the Intrusion Inc. 2015 Stock Incentive Plan, as set forth in this document.

V. Plan Administrator shall mean the particular entity, whether the Primary Committee, the Board or the Secondary
Committee, which is authorized to administer the Discretionary Option Grant and Stock Issuance Programs with respect to one or more classes
of eligible persons, to the extent such entity is carrying out its administrative functions under those programs with respect to the persons under
its jurisdiction.

W. Plan Effective Date shall mean the date the Corporation�s stockholders approve the Plan.

X. Primary Committee shall mean the committee comprised of one or more directors designated by the Board.  To obtain
the benefits of Rule 16b-3, there must be at least two members on the Primary Committee and all of the members must be �non-employee�
directors as that term is defined in the Rule or the entire Board must approve the grant(s).  The Primary Committee is currently designated as the
Compensation Committee.  Similarly, to be exempt from the million dollar compensation deduction limitation of Code Section 162(m), there
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must be at least
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two members on the Primary/Compenstation Committee and the Committee must otherwise comply with the requirements of Code
Section162(m).

Y. Proxy Contest shall mean a change in ownership or control of the Corporation effected through a change in the
composition of the Board over a period of thirty-six consecutive months or less such that a majority of the Board members ceases, by reason of
one or more contested elections for Board membership, to be comprised of individuals who either (a) have been Board members continuously
since the beginning of such period or (b) have been elected or nominated for election as Board members during such period by at least a majority
of the Board members described in clause (a) who were still in office at the time the Board approved such election or nomination.

Z. Secondary Committee shall mean a committee of one or more Board members appointed by the Board (including the Corporation�s
Compensation Committee) to administer the Discretionary Option Grant and Stock Issuance Programs with respect to eligible persons other than
Section 16 Insiders.

AA. Section 16 Insider shall mean an officer or director of the Corporation subject to the short-swing profit liabilities of
Section 16 of the Exchange Act.

BB. Service shall mean the performance of services for the Corporation (or any Parent or Subsidiary) by a person in the capacity
of an Employee, a non-Employee member of the board of directors or an independent contractor, except to the extent otherwise specifically
provided in the documents evidencing the option grant or stock issuance.

CC. Stock Issuance Agreement shall mean the agreement entered into by the Corporation and the Participant at the time of
issuance of shares of Common Stock under the Stock Issuance Program.

DD. Stock Issuance Program shall mean the stock issuance program in effect under Article Three of the Plan.

EE. Subsidiary shall mean any corporation (other than the Corporation) in an unbroken chain of corporations beginning with the
Corporation, provided each corporation (other than the last corporation) in the unbroken chain owns, at the time of the determination, stock
possessing 50% or more of the total combined voting power of all classes of stock in one of the other corporations in such chain.

FF. 10% Stockholder shall mean the owner of stock (as determined under Code Section 424(d)) possessing more than 10% of the total
combined voting power of all classes of stock of the Corporation (or any Parent or Subsidiary).

GG. Withholding Taxes shall mean all applicable withholding taxes to which the holder of Non-Statutory Options or unvested
shares of Common Stock may become subject in connection with the exercise of those options or the vesting of those shares.
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q PLEASE FOLD
ALONG THE
PERFORATION,
DETACH AND
RETURN THE
BOTTOM
PORTION IN
THE ENCLOSED
ENVELOPE. q .
Proxy �
INTRUSION INC.
1101 East Arapaho
Road, Suite 200
Richardson, Texas
75081 Annual
Meeting of
Stockholders � May
14, 2015 THIS
PROXY IS
SOLICITED BY
THE BOARD OF
DIRECTORS OF
THE COMPANY
The undersigned
stockholder(s) of
Intrusion Inc., a
Delaware
corporation (the
�Company�), hereby
appoints G.Ward
Paxton and
Michael L. Paxton,
and each of them,
attorneys-in-fact
and proxies of the
undersigned, with
full power of
substitution, to
represent and to
vote all shares of
common stock of
the Company
which the
undersigned is
entitled to vote at
the Annual
Meeting of
Stockholders to be
held at the
Doubletree
Hotel-Richardson,
1981 North
Central
Expressway,
Richardson, Texas
75080, at 10:00
A.M., Local Time,
on Thursday, May
14, 2015, and at
any adjournment
thereof.
(Continued and to
be marked, dated
and signed, on the
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