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DAG MEDIA, INC.
125-10 Queens Boulevard
Kew Gardens, New York 11415

To Our Stockholders:

You are most cordially invited to attethé 2006 Annual Meeting of Stockholders of DAG Medic. a
9:00 a.m. local time, on Tuesday, July 18, 200&hatoffices of Morgan, Lewis & Bockius LLP, 101rR
Avenue New York, New York 10178.

The Notice of Meeting and Proxy Statenmmmthe following pages describe the matters tpriesente
at the meeting.

It is important that your shares be reprged at this meeting to ensure the presence qpfosaum
Whether or not you plan to attend the meeting, egehthat you will have your shares representedgryrfg.
dating and returning your proxy in the enclosededmwe which requires no postage if mailed in thatés
States,as soon as possible . Your shares will be voted in accordance with ithgtructions you have given

your proxy.
Thank you for your continued support.
Sincerely,

s/ Assaf Rat

Assaf Rar
President and Chief Executive Officer



DAG MEDIA, INC.
125-10 Queens Boulevard
Kew Gardens, New York 11415

Notice of Annual Meeting of Stockholders to be heldn Tuesday, July 18, 2006

The Annual Meeting of Stockholders of DAM&dia, Inc. will be held at the offices of Morgdrewis &
Bockius LLP, Counselors at Law, 101 Park AvenueyN@rk, New York, on Tuesday, July 18, 2006 at ¢
a.m., Eastern Daylight Savings Time, for the puepasconsidering and acting upon the following:

1. To elect five (5) Directors to serve until the n&xinual Meeting of Stockholders and until their
respective successors have been duly elected atifiep

2. Toamend our 1999 Stock Option Plan to increasatineber of shares of Common Stock reserved
for issuance from 854,000 to 1,004,000 shares@nelserve an additional 150,000 shares of
Common Stock for issuance upon the exercise oksiptions or for the issuance of other awards
granted under our 1999 Stock Option P

3. To transact such other business as may properlg d@fore the meeting and any adjournment or
adjournments therec

Holders of Common Stock of record at the closeusififiess on June 2, 2006 are entitled to noticedf a
to vote at the Meeting, or any adjournment or adjments thereof. A complete list of such stockhdde
will be open to the examination of any shareholtdhe Meeting. The Meeting may be adjourned from
time to time without notice other than by announeetrat the Meeting

By order of the Board of Directo
/sl Inbar Evro-Yogev

Inbar Evrol-Yogev
Secretary

Kew Gardens, New York
June 15, 2006

The Compan’'s 2005 Annual Report accompanies this Proxy Statel

IMPORTANT: IT IS IMPORTANT THAT YOUR SHARES BE REPRESENTED REG ARDLESS
OF THE NUMBER OF SHARES YOU MAY HOLD. WHETHER OR NO T YOU
PLAN TO ATTEND THE MEETING IN PERSON, PLEASE COMPLE TE, DATE
AND SIGN THE ENCLOSED PROXY CARD AND MAIL IT PROMPT LY IN THE
ENCLOSED RETURN ENVELOPE. THE PROMPT RETURN OF PROXIES WILL
ENSURE A QUORUM AND SAVE THE COMPANY THE EXPENSE OF
FURTHER SOLICITATION. EACH PROXY GRANTED MAY BE REV OKED BY
THE STOCKHOLDER APPOINTING SUCH PROXY AT ANY TIME B EFORE IT
IS VOTED. IF YOU RECEIVE MORE THAN ONE PROXY CARD B ECAUSE
YOUR SHARES ARE REGISTERED IN DIFFERENT NAMES OR AD DRESSES,
EACH SUCH PROXY CARD SHOULD BE SIGNED AND RETURNED TO
ENSURE THAT ALL OF YOUR SHARES WILL BE VOTED.

We shall appreciate your giving this matter your pompt attention.
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DAG MEDIA, INC.
125-10 Queens Boulevard
Kew Gardens, New York 11415

PROXY STATEMENT

Proxies in the form enclosed with thiBr Statement are solicited by the Board of Directaf DAG
Media, Inc. (the “Company™jo be used at the Annual Meeting of Stockholderbdcdheld at the offices
Morgan, Lewis & Bockius LLP, Counselors at Law, 1Pdrk Avenue, New York, New York, on July 18, 2
at 9:00 a.m., Eastern Daylight Savings Time, fer plrposes set forth in the Notice of Meeting dmisl Prox)
Statement. The Company'’s principal executive offiaee located at 1253 Queens Boulevard, Kew Garde
New York 11415

THE VOTING AND VOTE REQUIRED

On the record date for the meeting, whigis the close of business on June 2, 2006, there
outstanding 3,166,460 shares of common stock o€Ctrapany (the “Common Stock@ach of which will b
entitled to one vote.

The presence, in person or by proxy,adiérs of Common Stock having a majority of theegoéntitle:
to be cast at the meeting shall constitute a quoiinectors are elected by a plurality of the vatast at th
meeting, provided a quorum is present in persaoygoroxy. Approval of the Amendment to the StocktiOn
Plan requires the vote of a majority of the shameting at the meeting and entitled to vote on thistter
provided a quorum is present in person or by proxy.

All shares represented by valid proxie#i e voted in accordance with the instructionstainec
therein. In the absence of instructions, proxiel vd voted FOR each of the stated matters beirigdvon &
the meeting. A proxy may be revoked by the stoadkéiobiving the proxy at any time before it is voteg
written notice addressed to and received by theetay of the Company or Secretary of the meetamy]
prior proxy is automatically revoked by a stockterlgiving a subsequent proxy or attending and goginthe
meeting. Attendance at the meeting, however, indnitself does not revoke a prior proxy. In theseaf th
election of directors, shares represented by aypnich are marked “WITHHOLD AUTHORITY'to vote fo
all five nominees will not be counted in determmivhether a plurality vote has been received ferdlectiol
of directors. Shares represented by proxies whiehnaarked “ABSTAIN”on any other proposal will not
counted in determining whether the requisite vads been received for such proposal. In instance=re
brokers are prohibited from exercising discretignauthority for beneficial owners who have not reac
proxies (“broker non-votes”those shares will not be included in the vote totaid, therefore, will have
effect on the outcome of the vote.

This proxy statement, together with tekated proxy card, is being mailed to our stockbrddon a
about June 15, 2006. Our Annual Report to our $tolclers for the year ended December 31, 2005, dimaj
financial statements, is being mailed together ik Proxy Statement to all stockholders of recasf Jun
2, 2006.




ELECTION OF DIRECTORS

Five directors are to be elected at timaual Meeting, each for a term of one year or uh#gl electio
and qualification of a successor.

It is intended that votes pursuant toghelosed proxy will be cast for the election of five nominee
named below. In the event that any such nominealdhmecome unable or unwilling to serve as a Doedhe
Proxy will be voted for the election of such persifrany, as shall be designated by the Board oé®@ors (th
“Board”). Our Board has no reason to believe these nomingélelseaunable to serve if elected. Each nom
has consented to being named in this Proxy Statearghto serve if elected. All five nominees arerently
members of our Board of Directors. There are noilfamelationships among any of the executive offgcel
directors of the Company.

Name Age Position with DAG Media, Inc.

Assaf Rar 40  Chairman of the Board, President and Chief Exeeufifficer
Michael J. Jacksc 41 Director

Mark Alhadeff 43 Director

Philip Michals 36 Director

Eran Goldshmic 39 Director

The principal occupation and businesserpce, for at least the past five (5) yearsashedirector and
nominee is as follows:

Nominees for Election

Assaf Ran has been our Chief Executive Officersielent and a member of our Board of Directors soae
inception in 1989

Michael J. Jackson has been a member of the bdaliceotors since July 2000. Since September 188%has
been the corporate controller of AGENCY.COM, a glolmternet professional services company, since
May 2000 until September 2001 the Chief Accountficer and from October 2001 the Chief Financial
Officer of the company. From October 1994 until Aag1999, Mr. Jackson was a manager at Arthur
Andersen, LLP and Ernst and Young. Mr. Jackson sdseed on the New York State Society Auditing
Standards and Procedures Committee from 1998 18 488 was serving on the New York State Society’s
SEC Committee from 1999 to 20(

Mark Alhadeff was appointed to DAG Media’s boarddakectors in December 2005 and has been serviag as
member of the board of directors since that time. Mhadeff is the co-founder of Ocean-7 Developtmen
Inc., a technology corporation in the businessrof¥ijgling programming services as well as web
development services and database solutions. Mad#ff has been Ocean-7’s president since its
formation, nine years ago. Prior to founding Oc@aMr. Alhadeff served as a consultant to various
publishers, worked as an art director and was algtimvolved in creating and implementing the titios
to digital production methodologies before theydme common industry practice. Mr. Alhadeff is arfyt
Brook University graduate. Mr. Alhadeff will seras the Chief Technology Officer of DAG Interactive,
Inc.



Nominees for Election

Phillip Michals has been a member of our boardifatiors since March 1999. He is the founder aimtes
August 1996, the president of Up-Tick Trading, asudting company to investment banking firms. Since
November 2000, he has also been a principal anckgovesident of RG Michals, a management-
consulting firm. Mr. Michals received a BS degradnuman resources from the University of Delaware i
May 1992.

Eran Goldshmid has been a member of our boarde€tdirs since March 1999. Mr. Goldshmid received
certification as a financial consultant in Februa®@3 from the School for Investment Consultand, T
Aviv, Israel, and a BA in business administratioonfi the University of Humberside, England in
December 1998. From December 1998 until July 288has been the general manager of the Carmiel
Shopping Center in Carmiel, Israel. Since Augu§tl2®e is the president of the New York Diamond
Center, New York, NY

The Board recommends a vote “FOR” thetala of each of the nominees.
Determination of Independence

Under NASDAQ rules, a Director will onfpualify as an “independent directdf;’ in the opinion of oL
Board of Directors, that person does not have atiogiship which would interfere with the exercist
independent judgment in carrying out the respolitiéts of a Director. Our Board of Directors hadegeninec
that none of Phillip Michals, Eran Goldshmid or kéel Jackson has a relationship which would interfeth
the exercise of independent judgment in carryingtbe responsibilities of a Director and that eathhes:
Directors is an “independent directa$ defined under Rule 4200(a)(15) of the NASDAcktblarket, Inc
Marketplace Rules.

Code of Ethics

We have adopted a written Code of Ethieg applies to our chief executive officer, chigfancia
officer and financial managers. We have postedGbde of Ethics on our Web site, which is locate
www.dagmedia.com. In addition, we intend to postoan Web site all disclosures that are requiredaly o1
NASDAQ stock market listing standards concerning amendments to, or waivers from, any provisiomur
Code of Ethics.

Board of Directors and Committees

The Board of Directors held seven mesatidgring fiscal year 2005. During fiscal year 2006r Audit
Committee held four meetings, our Compensation Citireenheld one meeting and our Nominating Comrr
held no meetings. Each of our Audit Committee, Cengation Committee and Nominating Committee '
comprised of Messrs. Michael J. Jackson, Eran Gaiis and Phillip Michals. Current copies of e
committee’s charter is posted on our website at vdagmedia.com

All of our Directors hold office until éhnext annual meeting of stockholders and untik theccessol
are duly elected and qualified. All directors atted or participated in at least [75%)] of the aggtegqiumber ¢
meetings of the Board and its committees, on whath Director served. All the incumbent directors.

Compensation Committee

The purpose of our Compensation Committde discharge the responsibilities of our Boaaigting tc
compensation of our executive officers. Specifapansibilities of our Compensation Committee inetud

. establishing and periodically reviewing our compim philosophy and the adequacy
compensation plans and programs for our execuffieecs and other employee
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. establishing compensation arrangements and ineergivals for our executive officers ¢
administering compensation plai

. reviewing the performance of our executive officarsd awarding incentive compensation
adjusting compensation arrangements as approjdsted upon performance; ¢

. reviewing and monitoring our management developraadtsuccession plans and activit

The Compensation Committee is compriggnledy of directors who satisfy the standards of
independence applicable to compensation commiterabears established under 162(m) of the Internal
Revenue Code and Section 16(b) of the Securitieh&hge Act of 1934, as amended.

Audit Committee

Our Audit Committee assists our Boardits oversight of our financial reporting and acctiug
processes. Management has the primary respongililit the preparation of financial statements ahe
reporting processes, including the system of irstecontrols. Our independent registered public antants ar
responsible for auditing our annual financial staats and issuing a report on the financial statgsnén thi:
context, the oversight function of our Audit Comied includes:

. a review of the audits of our financial statemeimsluding the integrity of our financial statemgy
. a review of our compliance with legal and regulpt@qguirements

. a review of the performance of our independentstegéd public accountants, including
engagement of the independent registered publicuatants and the monitoring of the indepen
registered public accounta’ qualifications and independent

. the preparation of the report required to be inethih our annual proxy statement in accord
with Securities and Exchange Commission rules agdlations; an

. a review of the quarterly and annual reports filgth the Securities and Exchange Commiss

All of the members of the Audit Committeee independent as defined in Rule 4200(a)(15)he
National Association of Securities Deale“NASD”). In addition, our Board has determined that Mr. Nie
J. Jackson satisfies the definition of a “financédpert” as set forth in Item 401(e) of RegulatiSB
promulgated by the SEC.

Audit Committee Report

The Audit Committee oversees our finah@porting process on behalf of the Board of Diives. Th
Audit Committee consists of three members of thearBoof Directors who meet the independence
experience requirements of Nasdag.

Our Audit Committee retains our indepamdeqgistered public accounting firm and approveadvance
all permissible non-audit services performed byrttaad other auditing firms. Although managementthas
primary responsibility for the financial statemeatsl the reporting process including the systenistefnal
control, the Audit Committee consults with managetrand our independent registered public accouriting
regarding the preparation of financial statemethisadoption and disclosure of our critical accomgnt
estimates and generally oversees the relationghigpdndependent registered public accounting firith our
company.

The Audit Committee has reviewed the Canys audited consolidated financial statements forytee
ended December 31, 2005. In conjunction with itsewe, the Audit Committee has met with the manags
of the Company to discuss the audited consolidditeghcial statements. In addition, the Company
discussed with its independent auditors, Golds@olub Kessler LLP, the matters required pursuai
Statement on Accounting Standards No. 61 and hesiverl the written disclosures and the letter -
Goldstein Golub Kessler LLP required by the Indefmte Standards Board Standard No. 1. The
Committee has also discussed with Goldstein Golessker LLP its independence from
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management and the Company. Goldstein Golub Kekklerhas full and free access to the Audit Comra
and has frequently met with the Audit Committeetighout the year.

Based on this review and discussion,Ahdit Committee recommended to the Board of Direstha
the audited consolidated financial statements bledied in the Company’s Annual Report on FormKISB for
the fiscal year ended December 31, 2005, for filiitlp the Securities and Exchange Commission.

By the Audit Committee of the Board of DirectorsimAG Media, Inc.
Michael J. Jackso

Eran Goldshmic

Philip Michals

The above Audit Committee report is neemhed to be “soliciting material,” and is not “@lewith the
SEC.

Nominating Committee

The Nominating Committee is responsiloierfominating director candidates for the Annualelitey o
Stockholders each year and will consider directmdidates recommended by stockholders. In conaig
candidates submitted by stockholders, the Nomigafiommittee will take into consideration the neefithe
board and the qualifications of the candidate. Noeninating Committee may also take into considerathe
number of shares held by the recommending stockhaldd the length of time that such shares have bele
To have a candidate considered by the Nominatingr@ittee, a stockholder must submit the recommeoi
in writing and must include the following informaii: the name of the stockholder and evidence opé#nsons
ownership of Company stock, including the numbestadres owned and the length of time of ownerstify -
the name of the candidate, the candidatesume or a listing of his or her qualificatidase a director of tt
Company and the persantonsent to be named as a director if selectethdyNominating Committee a
nominated by the Board.

The stockholder recommendation and infdrom described above must be sent to the Compddlyie
Financial Officer at 123:0 Queens Boulevard, Kew Gardens, New York 11445 tmely basis in order to
considered by the Nominating Committee, within timee periods set forth in the “Stockholder Propssal
section below.

The Nominating Committee believes that thinimum qualifications for service as a directdrthe
Company are that a nominee possess an abilityem®mstrated by recognized success in his or hief;, tie
make meaningful contributions to the boaraversight of the business and affairs of the Gompand a
impeccable reputation of integrity and competentehis or her personal or professional activitiebe
Nominating Committe’s evaluation of potential candidates shall be tsiest with the board’ criteria fo
selecting new directors. Such criteria include adarstanding of the Compasybusiness environment and
possession of such knowledge, skills, expertisedivietsity of experience so as to enhance the beaiility
to manage and direct the affairs and businesseo€ttimpany, including when applicable, to enhaneeatility
of committees of the board to fulfill their dutiaed/or satisfy any independence requirements inthbgdaw
regulation or listing requirements.

The Nominating Committee may also recestggestions from current board members, conr
executive officers or other sources, which may bbkee unsolicited or in response to requests frdw
Nominating Committee for such candidates. The Neatig Committee also, from time to time, may en(
firms that specialize in identifying director caddies.

Once a person has been identified byNitinating Committee as a potential candidate Nbminating
Committee may collect and review publicly availabiéormation regarding the person to assess whette
person should be considered further. If the NonmigaCommittee determines that the candidate was
further consideration, the Chairman or another nemalb the Nominating Committee may contact the qe
Generally, if the person expresses a willingnesbeia@onsidered and to serve on the board, the Naimg
Committee may request information from the candidetview the person’s
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accomplishments and qualifications and may condus or more interviews with the candidate.
Nominating Committee may consider all such infoioratin light of information regarding any ott
candidates that the Nominating Committee might beluating for membership on the board. In ce
instances, Nominating Committee members may comtaetor more references provided by the candide
may contact other members of the business commumitgther persons that may have greater fieste
knowledge of the candidate’s accomplishments. TomiNating Committees evaluation process does not \
based on whether or not a candidate is recommdngdadstockholder, although, as stated above, thedbma;
take into consideration the number of shares hglthb recommending stockholder and the lengthroétiha
such shares have been held.

Communications with Directors

The board has established a processcwiviee communications from stockholders. Stockhaldenc
other interested parties may contact any memberallomembers) of the board, or the nmanagemel
directors as a group, any board committee or amyr af any such committee by mail or electronically
communicate with the board of directors, any indiil director or any group or committee of dires;
correspondence should be addressed to the boaditestors or any such individual directors or grow
committee of directors by either name or title. Alich correspondence should be sesib “Corporat
Secretary” at 125-10 Queens Boulevard, Kew Gardées; York 11415.

All communications received as set farththe preceding paragraph will be opened by theedary o
the Company for the sole purpose of determiningtidrethe contents represent a message to our atis
Any contents that are not in the nature of adviegispromotions of a product or service, patentffemsive
material or matters deemed inappropriate for tterdof directors will be forwarded promptly to thédresse
In the case of communications to the board or anymor committee of directors, the Company Secyetall
make sufficient copies of the contents to sendaithedirector who is a member of the group or cotemitc
which the envelope or e-mail is addressed.

It is the Compang’policy that directors are invited and encouratgeattend the Annual Meeting. Se'
of our directors were in attendance at the 2005u&hiMeeting.

Compensation of Directors

Nonemployee directors are granted, upon becomingeetdir, and renewal of director term, option
purchase 7,000 shares of Common Stock at an esepcise equal to the fair market value of a shd
Common Stock on the date of grant. Such optionsiresediately upon grant and expire after five gedihe)
also receive cash compensation of $600 per boaretimge attended and $300 for any other comm
participation.

On July 12, 2005, each of Michael J. $adk Phillip Michals and Eran Goldshmid, were gednbption
to purchase 7,000 shares of our common stock witbxarcise price of $3.09. Such options vest imated
and expire after five years.

AMENDMENT OF THE COMPANY'’S 1999 STOCK OPTION PLAN T O INFCREASE
THE NUMBER OF SHARES RESERVED UNDER THE PLAN.

The Board of Directors has determined ths advisable to amend the Compan{'999 Stock Optic
Plan (the “Plan”to increase the maximum number of authorized bigsued shares of Common Stock for
grant of awards under the Plan from 854,000 to4, @M shares. The securities underlying the optiowe
the Plan are shares of Common Stock, par valuel$A8 of June 2, 2006, 63,000 shares of Commonk
remained available for grant. If stockholder appiosf this proposal to amend the Plan is obtairlee,Plal
will be changed to increase the number of shareSammon Stock reserved for issuance from 854,0
1,004,000 shares and to reserve an additional @6G;Bares of Common Stock for issuance upon thecisg
of stock options or for the issuance of other awaynted under the Plan.
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The purpose of the Plan is to align thierests of officers, other key employees, constdtand non-
employee directors of the Company and its subsatiavith those of the shareholders of the Compaw
afford an incentive to such officers, employees)stidtants and directors to continue as such, tease the
efforts on behalf of the Company and to promoteghecess of the Compagybusiness. The availability
additional shares will enhance the Compargbility to achieve these goals. The basis ofiggation in the
Plan is upon discretionary grants of the Board iné@ors.

The exercise price of the options untlerRlan may be no less than the fair market valeeiioshares ¢
common stock on the date of grant, unless, witpaeisto nonqualified stock options that are noénidied a
incentive stock options within the meaning of smet#22 of the Internal Revenue Code of 1986, amdsat
from time to time, otherwise determined by the cadttea administering the plan. However, incentiveck
options granted to ten percent or more stockholdatsst be priced at no less than 110% of the fairken
value our shares of common stock on the date aoftgmad their term may not exceed five years. Aliaz
granted under the Plan are for a term of no lotigen ten years unless otherwise determined bydimamittee
The committee also determines the exercise schefel@ch option grant.

Federal Income Tax Consequences

Non-qualified Stock Options. The grant radn-qualified stock options will have no immediate
consequences to us or the grantee. The exerciaenofiqualified stock option will require an employee
include in his gross income the amount by whichfie market value of the acquired shares on trexaise
date (or the date on which any substantial risfodgiture lapses) exceeds the option price. Upsnlzseque!
sale or taxable exchange of the shares acquiren exercise of a nogualified stock option, an employee \
recognize long or shoterm capital gain or loss equal to the differeneaMeen the amount realized on the
and the tax basis of such shares. We will be edtitprovided applicable withholding requirements @et) t
a deduction for Federal income tax purposes as#me time and in the same amount as the employia
receipt of income in connection with the exerciéa aon-qualified stock option.

Incentive Stock Options. The grant ofirentive stock option will have no immediate taxsequenct
to us or our employee. If the employee exercisemeantive stock option and does not dispose ofttwuire:
shares within two years after the grant of the ritiwe stock option nor within one year after theedaf the
transfer of such shares to him (a “disqualifyingpdisition”), he will realize no compensation income and
gain or loss that he realizes on a subsequentsligpoof such shares will be treated as a Itetgn capital gai
or loss. For purposes of calculating the emplayedternative minimum taxable income, however, dhgor
will be taxed as if it were a non-qualified stogition.

The following table sets forth certaifioirmation as of June 2, 2006 with respect to ogtigranted (ni
of forfeitures) under the Plan since inceptionifdie Named Executives; (ii) all current executofécers as
group; (iii) each nominee for election as a Direc(iv) all current Directors who are not executfficers as
group; (v) each associate of any of such Directexgcutive officers or nominees; (vi) each persdm wa:
received or is to receive 5% of such options dntsgand (vii) all employees, including all currefficers whc
are not executive officers, as a group:

Options granted through Weighted Average Exercise
Name June 2, 2006 Price
Assaf Rar 350,00C $ 2.97
Inbar Evrol-Yogev 5,00C $ 2.05
All current executive officers as a gro 355,00C $ 295
All current Directors who are not executive 105,000 $ 265
officers as a grou
All employees, including all current officers 7,000 2.37
who are not executive officers as a grt
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As of June 2, 2006, the market valuehef€ommon Stock underlying the Plan was $2.01 lpertes

Approval of this amendment requires the affirmatregée of a majority of the shares of Common Stoaspnt
at the meeting in person or by proxy.

The Board recommends a vote “FOR” this proposal.
EXECUTIVE OFFICERS

The following table identifies our curtexecutive officers:

Name Age Capacity in Which Served In Current Position Since
Assaf Rar 40 Chief Executive Office 1989
Inbar Evron-Yogev (1) 33 Chief Financial Officer, 2006

Treasurer and Secrete

(1) Mrs. Evron-Yogev’s has professional experieimcEnancial accounting. From 2003 until acceptivey
position with us, Mrs. Evron-Yogev worked at PricatdthouseCoopers in New York City, as a senior
associate on an audit team. As part of her positidPrice WatherhouseCoopers, Mrs. Evron-Yogev was
responsible for the accounting of various compafis different industries, was involved in the jpaeation
of financial statements in accordance with U.S. ®Rad US GAAS, prepared, evaluated and audited 404
Sarbanes-Oxley assessments of public companigsahteontrol environments, oversaw and directed the
financial aspects of various project teams andyaedl financial data. From 2000 to 2003 Mrs. Evrarg&v
worked at the Luboshitz Kasierer office of Arthundersen, in Tel-Aviv, Israel as a senior assoéiagn audit
team. At Arthur Andersen she was responsible feraitcounting and taxation of various private andlipu
companies from different industries and gained ggpee with both Israeli and American accounting
principles (Israel and U.S. GAAP), advised cliemtsvarious accounting issues and performed logal ta
planning and reporting.
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COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS
Executive Compensation

The following Summary Compensation Tad#és forth all compensation earned, in all capasitilurini
the fiscal years ended December 31, 2003, 20042808 by each of the Compasyéxecutive officers (il
“Named Executive”).

Summary Compensation Table

Long-Term Compensation

Annual Compensation Awards Payouts

Common Stock Underlyinc  All Other

Name and Principal Salary/ Bonus Options Compensation
Position Year $) #) ®) @)

Assaf Rar 2005 $ 225,00( — — $10,00(
Chief Executive 2004 $ 224,15 $ 154,00( — $ 9,00C
Officer and Presider 2003 $ 202,50( — — $ 6,07
Yael Shimo-Golan 2005 $ 112,11¢ — — —
Chief Financia 2004 $ 108,22: $ 25,00( — —
Officer, Treasure 2003 $ 75,00( — — —

and Secretary (2
(1) Company’s matching contributions mémla simple master IRA plan.

(2) Ms. ShimoGolan resigned from the Company on March 1, 20@6tdwher relocation to Europe. 1
Board appointed Inbar Evron-Yogev to replace Mtgnf®r-Golan to serve as the Company’s new Chief
Financial Officer, Treasurer and Secretary. Ms.0BvYogev shall receive an annual base salary of0876
which shall be payable in equal installments pumst@the Company’s customary payroll procedurebjext
to withholding for applicable federal, state andabtaxes.

Option Grants in Fiscal 2005

The following table sets forth informatiooncerning individual grants of stock options madrsuant 1
the 1999 Stock Option Plan during fiscal 2005 toheaf the Named Executives. We have never grantg
stock appreciation rights.

OPTION GRANTS IN LAST FISCAL YEAR

Individual Grants

Percent of
Total
"‘S“mb?F of Options
e(;:ur||t!es Granted to
Underlying Employees in .
Options } Exercise or
Fiscal Year .
Granted (%) Base Price
Name #) 1 ($/Sh) Expiration Date
@) () ©® ) ©
Assaf Rar 70,00012) 10C% $4.47 March 3, 201(

11



Q) Based on an aggregate of 70,000 options grantechpdoyees in fiscal 200

2) The options were granted on March 3, 2005. One thifirsuch options vested immediately anc
balance vest in equal annual installments on eaolversary of the grant date. The exercise |
represents 110% of the fair market price on the dagrant

?3) 5,000 shares of our common stock were granteditarlEvronYogev, our current Chief Financ
Officer on March 15, 2006, the date she commenoespl@/ment with our company. One fifth
such options vested immediately and the balancé wesqual annual installments on e
anniversary of the grant date. The shares werdeagtamith an exercise price of $2.05 which was
fair market price on the date of gr:

Option Exercises in Last Fiscal Year and Fiscal Yae&End Option Values

The following table sets forth certaifioirmation with respect to aggregate option exescisethe name
executive officers in the fiscal year ended Decan®ie 2005 and with respect to the unexercisedoptheli
by the named executive officers as of DecembeRGQ5.

Number of Securities Value of Unexercised
Underlying Unexercised In-The-Money Options
Shares Options at Fiscal Year End (#) at Fiscal Year End ($) (1)
Acquired on Value
Name Exercise (#) Realized ($) Exercisable Unexercisable Exercisable Unexercisable
Yael Shimo-Golar 8,000 1.34 0 4,000 0 1.38

Equity Compensation Plan Information

The following table summarizes the (itiops granted under the Plan, and (ii) options amdrant:
granted outside the Plan, as of December 31, ZlM¥5 shares covered by outstanding options and ntareau
subject to adjustment for changes in capitalizastock splits, stock dividends and similar eveiis. othe
equity compensation has been issued.

Equity Compensation Plan Table

Number of Number of
securities(1) to be securities(1)
issued upon exercise Weighted-average remaining available
of outstanding exercise price of for future issuance
options, warrants and outstanding options, under equity
rights warrants and rights compensation plans

Equity Compensation Plans

Approved By Security Holders

Grants under the Dag Media, Inc. 1!

Stock Option Plai 436,00( $ 2.9C 155,000
Equity Compensation Plans Not

Requiring Approval By Security

Holders

Aggregate Individual Option and

Warrant Grants (2 68,00( $ 2.3¢ Not applicable
Total 504,00( 2.8¢ 155,000

(1) Reflects shares of DAG Media, Inc. Common Stock

(2) The aggregate individual option and warranntgautside the Stock Option Plan referred to i tible
above include options granted to sales office marsagnd other consultants providing personal sesvic th
company and warrants granted to underwriters imeotion with the public offering of our common stsr
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The market value of the common stock dgdey the options and warrants abovementionedyfakine
2, 2006 is $1,198,000.

Employment Contracts, Termination of Employment andChange in Control Arrangements

In March 1999, we entered into an emplegtmagreement with Assaf Ran, our President anef
Executive Officer. Mr. Rars employment term renews automatically on Julyofstach year for success
oneyear periods unless either party gives 180 daytemrinotice of its intention to terminate the agneat
Under the agreement, Mr. Ran receives an annual dslary of $75,000 and annual bonuses as detetrby
the compensation committee of the Board of Direciorits sole and absolute discretion and is dkgib
participate in all executive benefit plans estddddis and maintained by us. Under the agreement,Rdr
agreed to a one-year ngompetition period following the termination of lesnployment. As of March 20(
the compensation committee approved an increasdrinRan’s compensation to an annual base sala
$225,000. In August 2004, the Board of Directorpraped Mr. Ran a ongme bonus of $154,000 due to
sale of Blackbook Photography Inc. Mr. Raer@nnual compensation was $225,000 and $378,15%4dgdiisca
years 2005 and 2004. Mr. Ran agreed to reduce dlgsysby 50% for or-year, starting April 20, 20(
following the closing of the Jewish directories ghaise agreement.

Yael Shimofolan, Chief Financial Officer, Treasurer and Seggeof the Company notified us that ¢
is resigning from the Company due to her relocatimBEurope. The Board of Directors accepted Mrém8h
Golan’s notice of resignation from her positioneetive March 1, 2006. Mrs. Shimor-Golan had seagthe
Company'’s Chief Financial Officer, Treasurer andr8try since August 2001.

The Board appointed Inbar Evron-Yogeveqplace Mrs. Shimor-Golan to serve as the Compamsis
Chief Financial Officer, Treasurer and Secretarys NEvron-Yogev is an Israeli licensed CPA and her
employment with the Company commenced on Marct9@62

Mrs. Evron-Yogev shall receive an anrhede salary of $75,000 which shall be payable irakq
installments pursuant to the Company’s customayygdiaprocedures, subject to withholding for applite
federal, state and local taxes.

Certain Relationships and Related Transactions

In accordance with the sale of our Jevilglectories Business, pursuant to the Asset PgeciAgreemel
entered into by and between DAG Media, Inc. and EFe®ish Directories, Inc., Assaf Ran, our Chief
Executive Officer and President entered into a Sitaon Services Agreement with DAG-Jewish Direatsyi
Inc. pursuant to which he will provide consultirengces to the DAG-Jewish Directories, Inc. atte af
$250.00 an hour for a term of 24 months and no rti@e $20,000 per month. Under this agreementRén
shall provide DAG-Jewish Directories, Inc. with saoiting services on all operational matters inatgglisales,
production, advice to executive management, trgiaimd on-going support, as may be reasonably rezflies
Mr. Ran will not receive any guaranteed minimum antmf consulting fees. Since the transaction was
consummated on April 20, 2006, Mr. Ran has rece$2@j000 in fees pursuant to this Transition Sewic
Agreement.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities ExchaAgeof 1934 requires the Compagyofficers and directors, a
persons who own more than ten percent (10%) ofjstered class of the Comparyequity securities to fi
reports of ownership and changes in ownership whth Securities and Exchange Commission (“SEC
Officers, directors and greater than ten perced¥lstockholders are required by SEC regulationfsitaist
the Company with copies of all Section 16(a) fothey file.

To the best of the Compasknowledge, based solely on review of the copiessioh forms furnished
the Company, or written representations that nerdibrms were required, the Company
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believes that all Section 16(a) filing requiremenfiplicable to its officers, directors and greatsan tel
percent (10%) shareholders were complied with @u2i@05.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

Our Common Stock is the only class otlstentitled to vote at the Meeting. As of June @&, ther.
were approximately 17 holders of record but weneste that we have over 500 beneficial holders o
Common Stock. The following table sets forth certaformation, as of June 2, 2006, with respedidtalings
of our Common Stock by (i) each person known byoulse the beneficial owner of more than 5% of titel
number of shares of our Common Stock outstandingf asich date, (ii) each of our Directors, whichlide:
all nominees, and our executive officers, and (@) Directors and executive officers as a groupis
information is based upon information furnishedutoby each such person and/or based upon pubfigs
with the Securities and Exchange Commission.

Amount and Number of

Name and Address of Beneficial Shares Beneficially

Owner(1) Owned (2) % of Class (2)
Assaf Rar 1,583,253) 50.(%
Inbar Evror- Yogev 1,00(4) *
Michael J. Jackso 21,00((5) *
Phillip Michals 21,00(s) *
Eran Goldshmic 28,00((7) *
Mark Alhadeff 40,00(s) 1.2%
All Directors and Officers as a group (6 persc 1,694,259) 53.€%

* Less than 19

(1) Unless otherwise provided, all addresses shouldabe of DAG Media, Inc., 12%0 Queens Bouleval
Kew Gardens, New York 1141

(2) A person is deemed to be a beneficial owner of riigzsi that can be acquired by such person witlf)
days from the date of this Proxy Statement uponetkercise of options and warrants or conversic
convertible securities. Each beneficial owsepgercentage ownership is determined by assumial
options, warrants and convertible securities thatheld by such person (but not held by any otlkeesqn
and that are exercisable or convertible within @9sdfrom the filing of this report have been exszod
converted. Except as otherwise indicated, and stibjeapplicable community property and similar $
each of thepersons named has sole voting and investment paoitkrrespect to the shares showr
beneficially owned. All percentages are determibeded on 3,162,460 shares outstanding on Me
2006.

(3) Includes 1,326,595 shares owned of record and 886bares subject to options, which were exera
as of June 2, 2006, or 60 days after such
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(4) Includes 1,000 shares subject to options, whicteveeercisable as of June 2, 2006 or 60 days aft#
date.

(5) Includes 21,000 shares subject to options, whiatewgercisable as of June 2, 2006 or 60 days stitet
date.

(6) Includes 21,000 shares subject to options, whiatewgercisable as of June 2, 2006 or 60 days st
date.

(7) Includes 28,000 shares subject to options, whiatewgercisable as of June 2, 2006 or 60 days st
date.

(8) Such shares are held by Oc-7 Development, Inc., a company which is controbgdVr. Alhadeff.
(9) See Notes 3 through

Independent Registered Public Accounting Firm Feeand Other Matters

One or more representatives of GoldsBoiub Kessler LLP is expected to attend the Meetind hav
an opportunity to make a statement and/or respoagpropriate questions from our stockholders.

The following table summarizes the fee&oldstein Golub Kessler LLP, with respect of thist quarte
of 2004, our independent registered public accagrfirms, billed for each of the last two fiscalays for aud
services and other services:

Fee Category 2005 2004
Audit Fees (1 $58,04% $57,70(
Audit-Related Fee — 3,77(
Tax Fees — —

All Other Fees — —

Total fees $58,047 $61,47(

(1) Consists of fees for professional services eegd in connection with the audit of our finangttement
for the years ended December 31, 2005 and 200gectgely, and the reviews of the financial statete
included in each of our Quarterly Reports on Foil@rQEB during the years ended December 31, 200!
2004, respectively, and fees for professional sesvirendered in connection with documents filecdh vilite
Securities and Exchange Commission for the yeatsdDecember 31, 2005 and 2004, respectively.

Financial Information Systems Design and Implementéon Fees

Goldstein Golub Kessler LLP did not bi#l for any professional services rendered to usoandffiliate:
during the fiscal year ended December 31, 20050imection with financial information systems desiy
implementation, the operation of our informatiosteyn or the management of our local area network.
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Leased Employees

Through September 30, 2005, GoldsteiruG#lessler LLP had a continuing relationship witméicar
Express Tax and Business Services Inc. from whidkaised auditing staff who were full time, permat
employees of TBS and through which its partnersvigde nonaudit services. Subsequent to Septembe
2005, this relationship ceased and the firm esthbll a similar relationship with RSM McGladrey, .
Goldstein Gloub Kessler LLP has no full time emgey and therefore, none of the audit services ek
were provided by permanent fullne employees of the Goldstein Golub Kessler LGBldstein Golub Kessl
LLP manages and supervises the audit and audit ataf is exclusively responsible for the opiniendered i
connection with its examination.

Pre-Approval Policies and Procedures

None of the auditlated fees billed in fiscal 2005 and 2004 relatedervices provided under the
minimis exception to the audit committee pre-appfaequirements.

The Audit Committee has adopted poligied procedures relating to the approval of all madd non-
audit services that are to be performed by ourprddent registered public accounting firm. Thisigx
generally provides that we will not engage our pefedent registered public accounting firm to reraletit o
non-audit services unless the service is specificafipraved in advance by the Audit Committee or
engagement is entered into pursuant to one ofrdvaproval procedures described below.

From time to time, the Audit Committeeynmae-approve specified types of services that are erpet
be provided to us by our independent registeredigpabcounting firm during the next 12 months. Asyct
pre-approval is detailed as to the particular servicgype of services to be provided and is also gaiy
subject to a maximum dollar amount.

The Audit Committee has also delegatettiéochairman of the Audit Committee the authatdtyapprov:
any audit or noraudit services to be provided to us by our indepahdegistered public accounting firm. £
approval of services by a member of the Audit Cottaaipursuant to this delegated authority is reqpban &
the next meeting of the Audit Committee.

MISCELLANEOUS
Other Matters

Management knows of no matter other ttienforegoing to be brought before the Annual Megihi
Stockholders, but if such other matters properlynedbefore the meeting, or any adjournment therte
persons named in the accompanying form of proxy wate such proxy on such matters in accordanch
their best judgment.

Reports and Consolidated Financial Statements

The Compang’ Annual Report for the year ended December 31,520cluding our Audite
Consolidated Financial Statements, are includedh whis proxy material. Such Report and Consolic
Financial Statements contained therein are notrporated herein by reference and are not consideaedo
this soliciting material.

A copy of the Company’s Annual Reporteorm 10KSB, without exhibits, will be provided withc
charge to any stockholder submitting a written esfjuSuch request should be addressed to InbamEvro
Yogev, Chief Financial Officer, DAG Media, Inc.,3-20 Queens Boulevard, Kew Gardens, New York 11415.
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Solicitation of Proxies

The entire cost of the solicitation obxies will be borne by the Company. Proxies matlicited by
directors, officers and regular employees of thenBany, without extra compensation, by telephoriegtaph
mail or personal interview. Solicitation is notlie made by specifically engaged employees or paicitsrs.
The Company will also reimburse brokerage housesadher custodians, nominees and fiduciaries feir
reasonable expenses for sending proxies and praxgrial to the beneficial owners of its Common &toc

Stockholder Proposals

Stockholders who intend to have a propasmsidered for inclusion in our proxy materialsr
presentation at our 2007 Annual Meeting of Stocttbd pursuant to Rule 14aunder the Exchange Act m
submit the proposal to our Secretary at our offiae42510 Queens Boulevard, Kew Gardens, New *
11415, in writing not later than February 7, 2007.

Stockholders who intend to present a gsapat such meeting without inclusion of such psab in ou
proxy materials pursuant to Rule 18amder the Exchange Act are required to provideacke notice of sus
proposal to our Secretary at the aforementionedeaddot later than April 24, 2007.

If we do not receive notice of a stockteslproposal within this timeframe, our managenvetituse its
discretionary authority to vote the shares thay tlepresent as our Board may recommend.

We reserve the right to reject, rule otitorder, or take other appropriate action withpezd to an
proposal that does not comply with these or otpetieable requirements.

Householding of Annual Meeting Materials

Some banks, brokers and other nomineerdetiolders may be participating in the practice
“householding”proxy statements and annual reports. This mean®tty one copy of our proxy statemen
annual report may have been sent to multiple stwidens in your household. We will promptly deliva
separate copy of either document to you if you ecalivrite us at the following address or phone namt25-
10 Queens Boulevard, Kew Gardens, New York 114283)5201000. If you want to receive separate ca
of the annual report and proxy statement in theré&br if you are receiving multiple copies and Vaolike to
receive only one copy for your household, you stiazdntact your bank, broker, or other nominee @
holders, or you may contact us at the above addresphone number.
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The accompanying proxy is solicited by am behalf of our board of directors, whose notiteneeting
is attached to this proxy statement, and the eatist of such solicitation will be borne by us.

In addition to the use of the mails, pesxmay be solicited by personal interview, teleghand telegra
by our directors, officers and other employees wiilb not be specially compensated for these sebvidi#e
will also request that brokers, nominees, custadiamd other fiduciaries forward soliciting matesiab the
beneficial owners of shares held of record by durclkers, nominees, custodians and other fiduciaviés will
reimburse such persons for their reasonable expémn@®nnection therewith.

Certain information contained in this yystatement relating to the occupations and sgchaldings o
our directors and officers is based upon informmaticeived from the individual directors and office

WE WILL FURNISH, WITHOUT CHARGE, A COPY OF OUR REPO RT ON FORM 10-KSB FOR
THE YEAR ENDED DECEMBER 31, 2005, INCLUDING FINANCI AL STATEMENTS AND
SCHEDULES THERETO, BUT NOT INCLUDING EXHIBITS, TO E ACH OF OUR
STOCKHOLDERS OF RECORD ON JUNE 2, 2006 AND TO EACHBENEFICIAL STOCKHOLDER

ON THAT DATE UPON WRITTEN REQUEST MADE TO OUR SECRE TARY. A REASONABLE
FEE WILL BE CHARGED FOR COPIES OF REQUESTED EXHIBIT S.

PLEASE DATE, SIGN AND RETURN THE PROXY CARD AT YOUR EARLIEST CONVENIENCE
IN THE ENCLOSED RETURN ENVELOPE. A PROMPT RETURN OF YOUR PROXY CARD WILL
BE APPRECIATED AS IT WILL SAVE THE EXPENSE OF FURTH ER MAILINGS.

EVERY STOCKHOLDER, WHETHER OR NOT HE OR SHE EXPECTS TO ATTEND THE
ANNUAL MEETING IN PERSON, IS URGED TO EXECUTE THE P ROXY AND RETURN IT
PROMPTLY IN THE ENCLOSED BUSINESS REPLY ENVELOPE.

By order of the Board of Directo
/sl Inbar Evro-Yogev

Inbar Evror-Yogev
Secretary
Kew Gardens, New Yor
June 15, 200
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[] Please detach along perforated line and mail in the envelope provided. [ |

ANNUAL MEETING OF STOCKHOLDERS OF

DAG MEDIA, INC.

July 18, 2006

Please date, sign and mail
your proxy card in the
envelope provided as soon
as possible.

BLACK INK AS SHOWN HERE

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ELECTION OF DIRECTORS AND “FOR” PROPOSAL 2.
PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOS ED ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR

1. Election of Directors:

D FOR ALL NOMINEES

WITHHOLD AUTHORITY
FOR ALL NOMINEES

FOR ALL EXCEPT
(See instructions below)

INSTRUCTION: To withhold authority to vote for any individual
nominee(s), mark “FOR ALL EXCEPT” and fill
in the circle next to each nominee you wish to
withhold, as shown here: ~

NOMINEES:

Assaf Ran
Phillip Michals
Eran Goldshmid
Michael Jackson
Mark Alhadeff

00000

To change the address on your account, please check the
box at right and indicate your new address in the address
space above. Please note that changes to the registered D
name(s) on the account may not be submitted via this

method.

2.To
amend
our 1999
Stock
Option
Plan to
increase
the
number

3. To transact such other business as
may properly come before the

The shares represented by this Proxy
will be voted as directed or if no

The undersigned hereby acknowledges

FOR AGAINST ABSTAIN

o 0O
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Note: Please sign exactly as your name or names appear onllkfb'@lPde y. When shares are held jointly, each holder should sign.
When signing as executor, administrator, attorney, tri 'é)r guardian, please give full title as such. If the signer is a
corporation, please sign full corporate name by duly aj rlzegoof'ficer, giving full title as such. If signer is a partnership,

. please sign in partnership name by authorized person. reserve

an

150,000
shares of
Common
Stock for
issuance
upon the
exercise
of stock
options or
for the
issuance
of other
awards
granted
under our
1999
Stock
Option
Plan.

3. To transact such other business as
may properly come before the
meeting or any adjournment or
adjournments thereof.

The shares represented by this Proxy
will be voted as directed or if no
direction is indicated, will be voted FOR
the proposal.

The undersigned hereby acknowledges



DAG MEDIA, INC.

This proxy is solicited on behalf of the Board of D irectors
for the Annual Meeting of Stockholders

The undersigned hereby constitutes and appoints Assaf Ran, with full power of substitution, the
attorneys and proxies of the undersigned to attend the Annual Meeting of Stockholders of DAG
Media, Inc. (the “Company”) to be held on Tuesday, July 18, 2006 at 9:00 a.m. Eastern Daylight
Time, at the offices of Morgan, Lewis & Bockius LLP, Counselors at Law, 101 Park Avenue, New
York, NY 10178, and at any adjournment thereof, hereby revoking any proxies heretofore given, to
vote all shares of common stock of the Company held or owned by the undersigned as indicated on
the proposals as more fully set forth in the Notice of Annual Meeting of Stockholders and Proxy
Statement for the Meeting, and in their discretion upon such other matters as may come before the
meeting.

(Continued and to be signed on the reverse side.)

u 14475 N



