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16767 N. Perimeter Drive, Suite 240
Scottsdale, AZ 85260

 
NOTICE OF 2018 ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON JUNE 1, 2018
 
Dear Stockholder:
 

You are cordially invited to attend our 2018 Annual Meeting of Stockholders (the “Annual Meeting”) to be held on Friday, June 1,
2018 at 10:00 a.m. Mountain Standard Time at 16767 N. Perimeter Drive, Suite 240, Scottsdale, Arizona 85260.

 
At the Annual Meeting, you will be asked to consider and vote on the following items:
 

 • the election to the Board of the 7 nominees for director named in this proxy statement,
 • ratification of the appointment of EKS&H LLLP as our independent registered public accounting firm for the year ending December

31, 2018,
 • an amendment to the Company’s Amended and Restated 2014 Incentive Stock Plan to increase the number of shares reserved for

issuance under the Plan by 700,000 shares,
 • a stockholder proposal to amend our bylaw regarding stockholder proxy access, and
 • any other matter that properly comes before the meeting.

 
Only stockholders of record at the close of business on the record date of April 16, 2018 are entitled to vote at the Annual Meeting.
 
If you need directions to the meeting, please call Investor Relations at (480) 245-5960.
 
For the convenience of our stockholders of record who do not plan to attend the Annual Meeting in person but who want their shares

voted, we have enclosed a proxy card. If you do not plan to attend the Annual Meeting, please complete and return the proxy card in the
envelope provided, or go to www.cstproxy.com/thejoint/2018 and follow the instructions. If you return your proxy card and later decide to
attend the Annual Meeting in person, or if for any other reason you want to revoke your proxy, you may do so at any time before your
proxy is voted.
 
By Order of the Board of Directors,
 

Craig Colmar
Secretary
Scottsdale, Arizona
April 27, 2018
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SUMMARY INFORMATION
 
This summary highlights information contained elsewhere in this proxy statement. It does not contain all information that you should

consider, and you should read the entire proxy statement carefully before voting.
 

Annual Meeting of Stockholders   
•  Time and Date:  Friday, June 1, 2018 at 10:00 a.m. Mountain Standard Time
•  Place:  16767 N. Perimeter Drive, Suite 240, Scottsdale, Arizona 85260
•  Record Date:  April 16, 2018
•  Voting:  Stockholders as of the record date are entitled to vote.
 
Items of Business and Voting Recommendations     
Agenda Item  Board Recommendation  Page
1. Election of 7 directors  FOR EACH NOMINEE  5
2. Ratification of the appointment of EKS&H LLLP as our independent registered public accounting

firm for 2018  
FOR

 
24

3. Approval of an amendment to the Company’s Amended and Restated 2014 Incentive Stock Plan to
increase the number of shares reserved for issuance under the Plan by 700,000 shares  

FOR
 

25

4. Consideration of a stockholder proposal to change the Company’s bylaw regarding proxy access  No Recommendation  30
 
Board Nominees

 
The following table provides summary information about the nominees for director. Each director is elected by a majority of votes cast.
 

Nominee  Age  
Director

Since  Principal Occupation  Committees
Matthew E. Rubel  60  2017  Lead Director; current director of TreeHouse Foods, Inc.;

former President and CEO of Varsity Brands, Inc.; former
Chairman and CEO of Collective Brands, Inc.; and Cole
Haan, Inc.; former Senior Advisor with Roark Capital
Group and TPG Capital, L.P.  

• Compensation
• Nominating and Governance

James H. Amos, Jr.  71  2015  Current Chairman of the advisory board of APFI, Procter
and Gamble’s franchising initiatives; former Chairman and
Chief Executive Officer of Mail Boxes, Etc.; former
Chairman of the International Franchise Association

 • Nominating and Governance (Chair)

Ronald V. DaVella  60  2014  Former audit partner with Deloitte & Touche LLP; Chief
Financial Officer of Nanoflex Power Corporation; former
Chief Financial Officer of Amazing Lash Studio LLC  

• Audit (Chair)

Suzanne M. Decker
 

56
 

2017
 
Chief Human Resources Officer for Aspen Dental
Management, Inc.  

• Compensation

Peter D. Holt  59  2017  President and Chief Executive Officer, The Joint Corp.   
Abe Hong

 
46

 
̶

 
Executive Vice President & Chief Information Officer at
Discount Tire Company.  

 

Richard A. Kerley
 

68
 

2015
 
Former Chief Financial Officer of Peter Piper, Inc. and of
Fender Musical Instruments Corporation  

• Audit
• Compensation (Chair)
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16767 N. Perimeter Drive, Suite 240

Scottsdale, AZ 85260
 

PROXY STATEMENT
 

2018 Annual Meeting of Stockholders
To Be Held on June 1, 2018

 
EXPLANATORY NOTE

 
We are a “smaller reporting company” under Item 10 of Regulation S-K promulgated under the Securities Exchange Act of 1934 and

have elected to comply with certain of the requirements applicable to smaller reporting companies in connection with this proxy statement.
 
We are also an “emerging growth company” under applicable federal securities laws and therefore permitted to take advantage of

certain reduced public company reporting requirements. As an emerging growth company, we provide in this proxy statement the scaled
disclosure permitted under the Jumpstart Our Business Startups Act of 2012, or the JOBS Act. In addition, as an emerging growth
company, we are not required to conduct votes seeking approval, on an advisory basis, of the compensation of our named executive officers
or the frequency with which such votes must be conducted. We may take advantage of these provisions until we are no longer an emerging
growth company. We will remain an emerging growth company until the last day of the fiscal year following the fifth anniversary of the
completion of our initial public offering or, if earlier, (a) the last day of the first fiscal year in which we have total annual gross revenue of
at least $1.07 billion, (b) the date that we are deemed to be a large accelerated filer, which means the market value of our common stock
that is held by non-affiliates exceeds $700 million as of the last business day of our prior second fiscal quarter, or (c) the date on which we
have issued more than $1.0 billion in non-convertible debt during the prior three-year period. We may choose to take advantage of some
but not all of these reduced disclosure requirements.

 
In this proxy statement, “we,” “us,” “our” and the “Company” all refer to The Joint Corp.

 
SECURITY OWNERSHIP OF CERTAIN

BENEFICIAL OWNERS AND MANAGEMENT
 
The following table sets forth information regarding beneficial ownership of our common stock outstanding as of April 16, 2018 by:
 

 • each person, or group of affiliated persons, known by us to beneficially own more than 5% of our common stock;
 

 • each of our directors;
 

 • each of our named executive officers; and
 

 • all of our directors and executive officers as a group.
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The percentage ownership information shown in the table is based upon 13,593,754 shares of common stock outstanding as of April 16,
2018.

 
Unless otherwise indicated, the persons or entities identified in this table have sole voting and investment power with respect to all

shares shown as beneficially owned by them, subject to applicable community property laws.
 
Except as otherwise noted below, the address for each person or entity listed in the table is c/o The Joint Corp., 16767 N. Perimeter

Drive, Suite 240, Scottsdale, AZ, 85260.
 

  

Number of
Shares

Beneficially
Owned  

Percentage of
Shares

Named Executive Officers, Other Executive Officers, Directors and Director Nominees         
Matthew E. Rubel(1)   16,450   * 
James H. Amos, Jr.(2)   67,295   * 
Ronald V. DaVella(3)   60,295   * 
Suzanne M. Decker (4)   9,950   * 
Peter D. Holt(5)   123,823   * 
Abe Hong   -   * 
Richard A. Kerley(6)   57,580   * 
John P. Meloun(7)   44,579   * 
Bret Sanders(8)   55,295   * 
Named executive officers and directors as a group (9 persons)   435,267   3.2%

5% Stockholders         
Sanders Morris Harris LLC (9)   2,357,426   17.3%
Glenn J. Krevlin (10)   2,251,774   16.6%

 
*             Less than 1% of our shares
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 (1) The shares shown as beneficially owned by Mr. Rubel include shares of restricted stock that have vested or will vest within 60 days
after April 16, 2018.

 
 (2) The shares shown as beneficially owned by Mr. Amos include shares of restricted stock that have vested or will vest within 60 days

after April 16, 2018 and shares of stock issuable under stock options that are exercisable or will become exercisable within 60 days after
April 16, 2018.

 
 (3) The shares shown as beneficially owned by Mr. DaVella include shares of restricted stock that have vested or will vest within 60 days

after April 16, 2018 and shares of stock issuable under stock options that are exercisable or will become exercisable within 60 days
after April 16, 2018.
 

 (4) The shares shown as beneficially owned by Ms. Decker include shares of restricted stock that have vested or will vest within 60 days
after April 16, 2018.

 
 (5) The shares shown as beneficially owned by Mr. Holt include shares of stock issuable under stock options that are exercisable or will

become exercisable within 60 days after April 16, 2018.
 

 (6) The shares shown as beneficially owned by Mr. Kerley include shares of restricted stock that have vested or will vest within 60 days
after April 16, 2018 and shares of stock issuable under stock options that are exercisable or will become exercisable within 60 days
after April 16, 2018.
 

 (7) The shares shown as beneficially owned by Mr. Meloun include shares of restricted stock that have vested or will vest within 60 days
after April 16, 2018.

 
 (8) The shares shown as beneficially owned by Mr. Sanders include shares of restricted stock that have vested or will vest within 60 days

after April 16, 2018 and shares of stock issuable under stock options that are exercisable or will become exercisable within 60 days after
April 16, 2018.

 
 (9) The shares shown as beneficially owned by Sanders Morris Harris LLC are based on Schedule 13G/A filed by Sanders Morris Harris

LLC on January 2, 2018.
 
 (10)Based on Schedule 13D filed by Glenhill Advisors, LLC on April 3, 2017, the shares shown as beneficially owned by Mr. Krevlin

include: (i) shares owned by Glenhill Capital Overseas Master Fund, LP, (ii) shares owned by Glenhill Concentrated Long Master Fund,
LLC, (iii) shares owned by Glenhill Long Fund, LP. Glenn J. Krevlin, is the managing member and control person of Glenhill Advisors,
LLC, and is the sole shareholder of Krevlin Management, Inc., which is the managing member of Glenhill Capital Advisors, LLC,
which is the investment manager of Glenhill Capital Overseas Master Fund, LP, Glenhill Concentrated Long Master Fund, LLC, and
Glenhill Long Fund, LP, each a security holder of the Company. Glenhill Advisors, LLC is the managing member of Glenhill Capital
Management, LLC. Glenhill Capital Management, LLC is the managing member of Glenhill Concentrated Long Master Fund, LLC,
and Glenhill Long GP, LLC, and is sole shareholder of Glenhill Capital Overseas GP, Ltd. Glenhill Capital Overseas GP, Ltd. is general
partner of Glenhill Capital Overseas Master Fund, LP. Glenhill Long GP, LLC is the general partner of Glenhill Long Fund, LP.
Glenhill Capital Advisors, LLC is also the investment manager for certain third party managed accounts for which 331,568 shares of the
Company are held and managed by one or more of the reporting entities listed above for the benefit of such third parties. Mr. Krevlin’s
address is 600 Fifth Avenue, 11th Floor, New York, NY 10020.
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Item 1
 

ELECTION OF DIRECTORS
 
Our Board of Directors is currently composed of 7 directors. With the exception of Peter D. Holt, our President and Chief Executive

Officer, all of our directors are outside directors (i.e., directors who are neither officers nor employees of ours).
 
Our common stock is listed on The NASDAQ Capital Market, and accordingly, we have used the definition of “independence” of the

NASDAQ Stock Market to determine whether our directors are deemed to be independent. Based on that definition, we have determined
that, with the exception of Peter D. Holt, our President and Chief Executive Officer, all of our directors are independent.

 
Each director elected at the Annual Meeting will hold office until our annual meeting of stockholders in 2019 or until his or her

successor is elected and qualified.
 
The election of directors is uncontested.
 

Voting in Uncontested Director Election
 
Under our bylaws, each director shall be elected by the vote of a majority of the votes cast in an uncontested election (an election in

which the number of nominees for election is the same as the number of directors to be elected). In other words, the nominee must receive
more “for” votes than “against” votes, with abstentions and broker non-votes not having any effect on the voting.

 
If a nominee for election as a director is an incumbent director and the nominee is not re-elected, Delaware law provides that the director

continues to serve as a “holdover” director until his successor is elected and qualified or until he or she resigns. Under our bylaws, if an
incumbent director is not re-elected, the director shall tender his or her resignation to the board of directors. The Nominating and
Governance Committee shall make a recommendation to the Board whether to accept or reject the director’s resignation or whether other
action should be taken. The Board shall act on the Committee's recommendation and publicly disclose its decision and the rationale behind
it within 90 days from the date of certification of the election results. The director who tendered his or her resignation shall not participate
in the Committee’s deliberations (if he or she is a member of the Committee) or in the Board’s decision.
 
Nominees for Director

 
The following table provides information about the nominees for election as directors.

     
Nominee  Position with the Company  Age
Matthew E. Rubel  Lead Director  60
James H. Amos, Jr.  Director  71
Ronald V. DaVella  Director  60
Suzanne M. Decker  Director  56
Peter D. Holt  President, Chief Executive Officer and Director  59
Abe Hong  Director Nominee  46
Richard A. Kerley  Director  68
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There are no family relationships among any of our nominees for director or executive officers.
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Outgoing Directors
 

Bret Sanders has served as a director since April of 2015. Mr. Sanders has served since 1992 as Director of Equity Trading at Sanders
Morris Harris Inc., member FINRA/SIPC, a Houston-based registered broker-dealer and investment advisor. Prior to joining Sanders
Morris Harris, Mr. Sanders was employed in the legal and investment consulting business, advising investment firms on regulatory and
compliance issues. Mr. Sanders is a founding member and has served for six years on the board of directors of R Bank Texas, a regional
bank based in Round Rock and Austin, Texas. He is also an owner and has served for 15 years as a member of the Board of Directors of
Ryan-Sanders Baseball, Inc., Triple A affiliate of the Texas Rangers. Mr. Sanders is a former owner and board member of the Corpus
Christi Hooks, Double-A affiliate of Major League Baseball's Houston Astros. He received a B.A. in Political Science from the University
of Houston in 1989.
 
Director Qualifications

 
We believe that our 7 director nominees possess the experience, qualifications and skills that warrant their election as directors. Our

directors have in common, among other qualities, a breadth of business experience, seasoned judgment and an insistence on looking beyond
the next quarter or the next year in directing and supporting our management. From their service in management, on the boards of other
public and private companies, and in counseling other companies and their directors, our directors also bring to us the insights that they gain
from the operating policies, governance structures and growth dynamics of these other companies.

 
The Board regularly reviews the skills, experience, and background that it believes are desirable to be represented on the Board.
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The Board of Directors recommends that stockholders vote “FOR” each of the 7 nominees to the Board.
 

Committees of the Board
 
Our Board of Directors has standing Compensation, Audit, and Nominating and Governance Committees. All of the members of each

committee are outside directors who are independent under the applicable listing standards of the NASDAQ Capital Market.
 
Compensation Committee

 
The Compensation Committee is responsible for determining the cash compensation and equity compensation of our executive officers.

The Compensation Committee is responsible for, among other things: reviewing the respective salaries of our executive officers in light of
our goals and objectives relevant to each officer; determining appropriate cash bonuses, if any, for our executive officers; and granting
stock options and other awards under our stock option plan to our executive officers and determining the terms, conditions, restrictions and
limitations of the options and awards granted.
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Audit Committee
 

The Audit Committee oversees our accounting and financial reporting processes and the integrity of our financial statements. The Audit
Committee’s responsibilities also include oversight of our internal accounting and financial controls, the qualifications and independence of
our independent accountants, and our compliance with legal and regulatory requirements. In addition, the Audit Committee is responsible
for reviewing, setting policy regarding and evaluating the effectiveness of our processes for assessing significant risk exposures and the
measures that management has taken to minimize such risks. In carrying out these responsibilities, the Audit Committee is charged with,
among other things: appointing, replacing, compensating, retaining, evaluating, terminating and overseeing our independent registered
public accounting firm; discussing with our independent registered public accounting firm their independence from management;
reviewing with our independent registered public accounting firm the scope and results of their audit; approving all audit and permissible
non-audit services to be performed by our independent registered public accounting firm; discussing with management and our independent
registered public accounting firm the interim and annual consolidated financial statements that we file with the SEC; reviewing periodically
with our counsel and/or principal regulatory compliance officer any legal and regulatory matters that may have a material adverse effect on
our financial statements, operations, compliance policies and programs; reviewing and approving procedures for the confidential
anonymous submission of concerns regarding questionable accounting, internal controls or auditing matters; reviewing and approving
related person transactions; annually reviewing the Audit Committee charter and the Audit Committee’s performance; and handling such
other matters that are specifically delegated to the Audit Committee by our Board of Directors from time to time.
 
Nominating and Governance Committee

 
The Nominating and Governance Committee is responsible for developing and recommending to the Board of Directors criteria for

identifying and evaluating candidates for directorships and making recommendations to the full Board regarding candidates for election or
reelection to the Board of Directors at each annual stockholders’ meeting. In addition, the Nominating and Governance Committee is
responsible for overseeing our corporate governance guidelines and reporting and making recommendations to the Board of Directors
concerning corporate governance matters. The Nominating and Governance Committee is also responsible for making recommendations to
the full Board concerning the structure, composition and function of the Board of Directors and its committees.
 
Committee Charters

 
The charters of the Audit, Compensation, and Nominating and Governance Committees are available on our website www.thejoint.com.

 
Committee Members and Meetings

 
The following table provides information about the membership of the committees of the Board of Directors during 2017:
 

 
 (1) The Board of Directors has determined that both Mr. DaVella, the Chairman of the Audit Committee, and Mr. Kerley, a member of the

Audit Committee, are audit committee financial experts as described in the applicable rules of the U.S. Securities and Exchange
Commission.
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Our Board of Directors held 10 meetings in person or by teleconference during 2017 and acted without a formal meeting on a number
of occasions by the unanimous written consent of the directors. The Audit Committee held five meetings during the year, the
Compensation Committee held six meetings during the year, and the Nominating and Governance Committee held five meetings during the
year.

 
All of our directors attended in person or participated by teleconference in all of the meetings of the Board of Directors during 2017,

with the exception of one director missing one meeting. All of the members of the Audit, Compensation, and Nominating and Governance
Committees attended in person or participated by teleconference in all of the meetings of those committees during the year.

 
We encourage our directors to attend the Annual Meeting of stockholders. 

 
Director Compensation
 

The following table sets forth compensation paid to our non-employee directors for the year ended December 31, 2017:
 

Name  

Fees
Earned
or Paid

in
Cash  

Stock
Awards  

Option
Awards  

Non-Equity
Incentive Plan
Compensation 

Nonqualified
Deferred

Compensation
Earnings  

All Other
Compensation Total

  ($)  ($)  ($)  ($)  ($)  ($)  ($)
Matthew E. Rubel   26,756   39,974   —   —   —   —   66,730 
James H. Amos, Jr.   50,000   39,974   —   —   —   —   89,974 
Ronald V. DaVella   58,711   39,974   —   —   —   —   98,685 
Suzanne M. Decker   22,800   39,974   —   —   —   —   62,774 
Richard A. Kerley   52,708   39,974   —   —   —   —   92,682 
Bret Sanders   44,000   39,974   —   —   —   —   83,974 

 
Each director who is not also one of our employees, upon election or re-election to the board of directors, will receive a fee of

$40,000.00 per year. Each non-employee director, upon his or her election or re-election as a director, will also receive that number of
shares equal to $40,000.00, divided by the closing price of our stock on election date. This restricted stock will be granted under The Joint
Corp. 2014 Stock Plan and will vest on the first anniversary of the grant. In addition to the compensation described above, each committee
chair will receive an annual committee chair stipend in the following amount:

 
• Audit Committee chair: $7,500.00
• Compensation Committee chair: $5,000.00
• Nomination and Governance Committee chair: $5,000.00

 
Our lead director also receives an annual stipend in the amount of $10,000.00. All fees payable to directors shall be payable quarterly.
 
All of our non-employee directors will be reimbursed for reasonable out-of-pocket expenses incurred in attending meetings of the board

of directors or the committees thereof and for other expenses reasonably incurred in their capacity as directors. 
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CORPORATE GOVERNANCE
 
Executive Sessions of the Board

 
Our Board of Directors excuses Mr. Holt, our President and Chief Executive Officer, as well as any of our other executive officers who

may be present by invitation, from a portion of each meeting of the Board in order to allow the Board to review Mr. Holt’s performance as
President and Chief Executive Officer and to enable each director to raise any matter of interest or concern without the presence of
management.
 
Board Evaluation

 
Our directors annually review the performance of the Board of Directors and its committees and the performance of their fellow

directors. Typically, this is done through the completion by the directors of confidential evaluation forms, the results of which are provided
to Mr. Amos as the Chairman of the Nominating and Governance Committee. At a subsequent meeting of the Board, Mr. Amos leads a
discussion with the full Board of any issues and suggestions for improvement identified in these evaluation forms.
 
Related Party Transactions

 
The Board of Directors has adopted a written policy requiring certain transactions with related parties to be approved in advance by the

Audit Committee. A related party includes any director or executive officer, or an immediate family member of any director or executive
officer, for purposes of this policy. The transactions subject to review include any transaction, arrangement or relationship (or any series of
similar transactions, arrangements and relationships) in which (i) we or one of our subsidiaries will be a participant, (ii) the aggregate
amount involved exceeds $100,000 and (iii) a related party will have a direct or indirect interest. The Audit Committee will consider the
benefits to us of the proposed transaction, the potential effect of the proposed transaction on the director’s independence (if the related
party is a director), and the terms of the proposed transaction and whether those terms are comparable to the terms available to an unrelated
third party or to employees generally in reviewing the proposed transaction with related parties.
 
Communications with the Board

 
Stockholders who would like to communicate with the Board may do so by writing to the Board of Directors, The Joint Corp. 16767 N.

Perimeter Drive, Suite 240, Scottsdale, Arizona 85260. Our Investor Relations department will process all communications received.
Communications relating to matters within the scope of the Board’s responsibilities will be forwarded to the Lead Director and at his
direction to the other directors, and communications relating to ordinary day-to-day business matters that are not within the scope of the
Board’s responsibilities will be forwarded to the appropriate officer or executive. Communications addressed to a particular committee of
the Board will be forwarded to the chair of that committee and at his direction to the other members of the committee.
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Risk Oversight
 
Our Audit Committee is responsible for overseeing our risk management process. The Audit Committee focuses on our general risk

management strategy and the most significant risks facing us and ensures that appropriate risk mitigation strategies are implemented by
management. The Audit Committee reports any significant issues to the Board of Directors as part of the Board’s general oversight
responsibility.
 

Our management is responsible for day-to-day risk management. This oversight includes identifying, evaluating and addressing
potential risks that may exist at the enterprise, strategic, financial, operational, compliance and reporting levels.

 
Leadership Structure of the Board of Directors
 
Chairman of the Board

 
We presently do not have a director serving in the office of Chairman of the Board. While our bylaws and corporate governance

guidelines do not require the positions of Chairman and Chief Executive Officer to be separate, our Board of Directors believes that having
separate positions is the appropriate leadership structure for us and demonstrates our commitment to good corporate governance. In the
event we do elect a Chairman, we intend to adhere to the principle that the position of Chairman of the Board should be separate from the
position of Chief Executive Officer.
 
Lead Director

 
During 2017, and until August 2017, Ronald V. DaVella served as our Lead Director.  In August 2017, our Board appointed Matthew

E. Rubel as our Lead Director. The Lead Director is responsible for coordinating the scheduling and agenda of Board meetings and the
preparation and distribution of agenda materials. The Lead Director presides at Board meetings and oversees the scope, quality and
timeliness of the flow of information from our management to the Board and serves as an independent point of contact for stockholders
wishing to communicate with the Board.

 
Stock Ownership Guidelines

 
We have established stock ownership guidelines for certain of our senior officers (currently, our President and Chief Executive Officer

and Chief Financial Officer) and our directors to more closely align their interests with those of our stockholders. Under these guidelines,
they are required to own shares of Company stock having a value equal to or greater than the following targets within 5 years of becoming
subject to the targets:

 
Category Stock Ownership Target
CEO 3 times annual total cash compensation
Other §16 Officers 2 times annual total cash compensation
Board of Directors 2 times annual cash retainer
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AUDIT COMMITTEE REPORT
 
Under the Audit Committee’s charter, the Audit Committee of the Board of Directors assists the Board in fulfilling its oversight

responsibilities relating to the integrity of the Company’s financial statements, the qualifications and experience of the Company’s
independent registered public accounting firm, the performance of the Company’s internal audit function and independent registered public
accounting firm, and the Company’s compliance with applicable legal and regulatory requirements. The Committee’s charter is available on
the Company’s website, www.the joint.com. The members of the Committee who served during 2017 were Ronald V. DaVella (Chairman),
Richard A. Kerley and Bret Sanders, all of whom are independent under the applicable listing standards of the NASDAQ Capital Market.

 
In regard to our role, we note that it is the responsibility of the Company’s management to prepare financial statements in accordance

with accounting principles generally accepted in the United States and that it is the responsibility of the Company’s independent registered
public accounting firm to audit those financial statements. The Committee’s responsibility is one of oversight, and we do not provide expert
or other special assurance regarding the Company’s financial statements or the quality of the audits performed by the Company’s
independent public accountants.

 
In carrying out our oversight responsibility, we review and discuss with both management and EKS&H LLLP, the Company’s

independent registered public accounting firm, all quarterly and annual financial statements prior to their issuance. We reviewed and
discussed with both management and EKS&H LLLP the quarterly and annual financial statements for the fiscal year ended December 31,
2017. Our reviews and discussions with EKS&H LLLP included executive sessions without the presence of the Company’s management.
They also included discussions of the matters required to be discussed pursuant to Statement on Auditing Standards No. 61,
Communication with Audit Committees , as amended (AICPA, Professional Standards, vol. 1 AU section 380), as adopted by the Public
Company Accounting Oversight Board in Rule 3200T, including the quality of the Company’s accounting principles, the reasonableness of
significant judgments and the clarity of disclosures in the Company’s financial statements. We also discussed with EKS&H LLLP matters
relating to their independence, including a review of their audit and non-audit fees and the letter and written disclosures that the Committee
received from EKS&H LLLP pursuant to Rule 3526 of the Public Company Accounting Oversight Board, Communications with Audit
Committees Concerning Independence.

 
In addition, we continued to monitor the scope and adequacy of the Company’s internal controls, including the review of programs and

initiatives to strengthen the effectiveness of the Company’s internal controls and steps taken to implement recommended improvements.
 
On the basis of these reviews and discussions, we recommended to the Board of Directors that the Board approve the inclusion of the

Company’s audited financial statements in the Company’s annual report on Form 10-K for the year ended December 31, 2017 for filing
with the U.S. Securities and Exchange Commission.

 
Audit Committee
 
Ronald V. DaVella, Chairman
Richard A. Kerley
Bret Sanders
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Executive Officers
 
The following table provides information about our executive officers.
 

Executive Officer  Position with the Company  Age
Peter D. Holt  President and Chief Executive Officer  59
John P. Meloun  Chief Financial Officer  41

 
Peter D. Holt, our President and Chief Executive Officer, is listed as a nominee for director. Please see “Nominees for Director” on

page 5.
 

 
Our executive officers are appointed by our Board of Directors.
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EXECUTIVE COMPENSATION
 
Summary Compensation Table

 
The following table shows the total compensation paid or accrued during our fiscal years ended December 31, 2017 and 2016 to our

President and Chief Executive Officer and our Chief Financial Officer:
 

Name  Year  Salary  Bonus  
Stock

Awards 
Option
Awards  

Non-Equity
Incentive Plan
Compensation 

Nonqualified
Deferred

Compensation
Earnings  

All Other
Compensation Total

    ($)  ($)  ($)  ($)  ($)  ($)  ($)  ($)
Peter D. Holt (1)

President and Chief Executive Officer   2017   375,000   —   —   70,317   —   —   —   445,317 
   2016   231,308   46,875   —   187,500   —   —   43,536   509,219 
John P. Meloun (2)

Chief Financial Officer   2017   188,750   —   —   52,935   —   —   —   241,685 
   2016   163,847   —   —   79,764   —   —   —   243,611 
 
 (1) Mr. Holt has served as our President and Chief Executive Officer since January 2017. Prior to January 2017, Mr. Holt served as Chief

Executive Officer from August 2016, acting Chief Executive Officer from June 2016, and Chief Operating Officer from April 2016.
 
 (2) Mr. Meloun has served as our Chief Financial Officer since November 2016. Prior to November 2016, Mr. Meloun served as the

Company’s Director of Financial Planning and Reporting.
 

Employment Agreements and Change in Control Arrangements
 
Mr. Holt’s amended and restated employment agreement was effective as of January 1, 2017 and will end on December 31, 2018. The

agreement may be terminated at any time. Not less than 60 days before the expiration of the agreement, the Company and Mr. Holt will
enter into good faith negotiations regarding the extension or renewal of the term. On March 7, 2018, the Company’s Board of Directors
voted to increase Mr. Holt’s annual base salary by 3%, effective at the same time as compensation adjustments are made in accordance
with the Company’s employee review process generally.
 

Mr. Holt’s employment agreement provides that, in addition to his base salary, he may earn incentive compensation of up to 50% of his
then-current base salary depending on the Company’s attainment of certain corporate performance goals as established by the Board of
Directors and the achievement of mutually agreed-on individual performance goals. In connection with his employment, Mr. Holt has
received stock options as outlined in the table below.
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Mr. Holt’s employment agreement shall terminate at any time prior to its expiration upon the occurrence of any one of the following
events:

 
i. upon resignation as an employee, by notice to the Company effective as of the date of Mr. Holt’s notice or any later date that the

notice may specify (which notice may be waived in whole or in part in the Company’s sole discretion); or
ii. upon the Company’s termination of employment for “cause” (as defined in the employment agreement), by notice to Mr. Holt

effective as of the date of the Company’s notice;
iii. upon death; or
iv.

 
upon “permanent disability” (as defined in the employment agreement). The failure of Mr. Holt to submit to a reasonable
examination by such physician or physicians shall act as an estoppel to any objection to the determination of disability by the
Company.

 
Upon the cessation of Mr. Holt’s employment for any reason in paragraphs (i.) – (iv.) above, the Company shall pay Mr. Holt (or his

estate) his accrued salary through his last day of active employment.
 
Upon the Company’s termination of Mr. Holt’s employment for “cause” (as defined in the employment agreement), the Company shall

have no obligation to continue to pay any base salary payments (other than as accrued through his last day of active employment) or bonus
payments.

 
Upon the Company’s termination of Mr. Holt’s employment without “cause” (as defined in the employment agreement), subject to the

Company and Mr. Holt entering into a separation agreement containing customary provisions, the Company shall continue to pay Mr. Holt
his then current base salary and earned bonus payments for a period of twelve months after the date of termination and shall pay Mr. Holt
any bonus payments he shall have earned prior to the date of termination, and the Company shall have no obligation to pay Mr. Holt any
salary amounts accruing in periods following the date of his termination. In addition, the Company shall provide Mr. Holt with the right to
continue to participate in the Company’s group health insurance program under COBRA continuation coverage during the statutory
continuation period following the termination date, the first six months of which shall be paid by the Company, and the balance by Mr.
Holt.

 
In the event of a pending “change of control” (as defined in the employment agreement) wherein the Company and Mr. Holt have not

received written notice at least five (5) business days prior to the anticipated closing of the transaction giving rise to the “change of
control” from the successor to all or a substantial portion of the Company’s business and/or assets that such successor is willing as of the
“change of control” date to assume and agree to perform all of the Company’s obligations under Mr. Holt’s employment agreement in the
same manner and to the same extent that the Company is required to perform, the Company shall continue to pay his then current base
salary payments for a period of twelve months after the date of the “change of control” and shall pay Mr. Holt any bonus payments he shall
have earned prior to the date of “change of control”. In addition, the Company shall provide Mr. Holt with the right to continue to
participate in the Company’s group health insurance program under COBRA continuation coverage during the statutory continuation period
following the termination date, the first three months of which shall be paid by the Company, and the balance by Mr. Holt.

 
Mr. Meloun’s employment agreement expired on December 31, 2017. He is not currently operating under an employment agreement.

On December 14, 2017, the Company’s Board of Directors voted to increase the annual base salary of Mr. Meloun to $215,000, effective
January 1, 2018. In addition, the Board of Directors approved a severance award of nine months for termination other than for cause or
disability. In connection with his employment, Mr. Meloun has received stock options and a restricted stock award as a outlined in the table
below.

 
Outstanding Equity Awards at 2017 Year-End

 
The following table provides a summary of equity awards outstanding at December 31, 2017, for each of our named executive officers.
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  Option Awards(1)  Stock Awards(2)

Name  

Number of
securities

underlying
unexercised

options
exercisable  

Number of
securities

underlying
unexercised

options
unexercisable  

Option
exercise

price  

Option
expiration

date  

Number of
shares of
stock that
have not

vested  

Market
value of

shares that
have not

vested
Peter D. Holt   23,750   71,250(3)  $ 3.14   5/3/2026   —   — 
   12,500   37,500(4)  $ 2.23   7/11/2026   —   — 
   —   20,003(5)  $ 3.88   5/9/2027         
       15,000(6)  $ 5.51   11/10/2027         
John P. Meloun   —   —   —   —   2,000(7) $ 9,920 
   2,500   7,500(8)  $ 4.10   3/14/2026   —   — 
   5,000   15,000(9)  $ 2.24   8/9/2026   —   — 
   8,750   26,250(10)  $ 2.51   11/8/2026   —   — 
   —   13,907(11)  $ 3.88   5/9/2027         
   —   12,000(12)  $ 5.51   11/10/2027         
 
 (1) Outstanding stock options at December 31, 2017 become exercisable in accordance with the vesting schedule below. Each option

award expires on the ten-year anniversary of the grant date.
 

 (2) Restricted stock awards at December 31, 2017 become exercisable in accordance with the vesting schedule below. Market value at
December 31, 2017 was $4.96.
 

 (3) Options to acquire 95,000 shares were granted on May 3, 2016 and one-quarter (25%) of the option shares vest on each of the first four
anniversaries of the grant date.
 

 (4) Options to acquire 50,000 shares were granted on July 11, 2016 and one-quarter (25%) of the option shares vest on each of the first
four anniversaries of the grant date.
 

 (5) Options to acquire 20,003 shares were granted on May 9, 2017 and vested in full on March 31, 2018.
 

 (6) Options to acquire 15,000 shares were granted on November 10, 2017 and one-quarter (25%) of the option shares vest on each of the
first four anniversaries of the grant date.
 

 (7) Restricted stock awards were granted on July 15, 2015 and one-quarter (25%) of the restricted shares vest on each of the first four
anniversaries of the grant date.
 

 (8) Options to acquire 10,000 shares were granted on March 14, 2016 and one-quarter (25%) of the option shares vest on each of the first
four anniversaries of the grant date.
 

 (9) Options to acquire 20,000 shares were granted on August 9, 2016 and one-quarter (25%) of the option shares vest on each of the first
four anniversaries of the grant date.
 

 (10)Options to acquire 35,000 shares were granted on November 8, 2016 and one-quarter (25%) of the option shares vest on each of the
first four anniversaries of the grant date.
 

 (11)Options to acquire 13,907 shares were granted on May 9, 2017 and vested in full on March 31, 2018.
 

 (12)Options to acquire 12,000 shares were granted on November 10, 2017 and one-quarter (25%) of the option shares vest on each of the
first four anniversaries of the grant date.
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Equity Compensation Plan Information
 
We maintain two equity compensation plans, the 2014 Incentive Stock Plan (the “2014 Plan”) and the 2012 Stock Plan (the “2012

Plan”). The 2014 Plan replaced the 2012 Plan, but the 2012 plan remains in effect for the administration of awards made prior to its
replacement by the 2014 Plan. The following table summarizes information about our equity compensation plans as of December 31, 2017.
All outstanding awards relate to our common stock.

Plan Category  

Number of securities to
be issued upon exercise

of options, warrants
and rights  

Weighted-average
exercise price of

outstanding options,
warrants and rights  

Number of securities
remaining available for
future issuance under
equity compensation

plans (excluding
securities in column (a))

  (a)  (b)  (c)
Equity compensation plans approved by security holders           84,118 
Stock options   1,003,916  $ 4.18     
Restricted stock   63,700   n/a     
Total   1,067,616       84,118 
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Item 2
 

RATIFICATION OF APPOINTMENT OF
INDEPENDENT PUBLIC ACCOUNTING FIRM

 
We have appointed EKS&H LLLP as our independent registered public accounting firm for the fiscal year ending December 31, 2018.

EKS&H LLLP has served as our independent registered public accounting firm since January 2014, when they were retained in preparation
for our initial public offering. Representatives of EKS&H LLLP are expected to be present at the Annual Meeting to respond to appropriate
questions and will have the opportunity to make a statement if they desire to do so.
 
Audit Fees

 
The aggregate fees billed by EKS&H LLLP for professional services rendered in connection with the audit of our annual financial

statements during the fiscal years ended December 31, 2017 and 2016 were $208,726 and $210,723, respectively.
 
Audit-Related Fees

 
There were no aggregate fees billed by EKS&H LLLP for audit-related services during the fiscal years ended December 31, 2017 and

2016, respectively.
 
Tax Fees

 
There were no aggregate fees billed by EKS&H LLLP for tax compliance, tax advice and tax planning services provided to us during

the fiscal years ended December 31, 2017 and 2016, respectively.
 
All Other Fees

 
EKS&H LLLP did not provide any other services to us during the fiscal year ended December 31, 2017 or December 31, 2016.
 
In accordance with policies adopted by the Audit Committee of our Board of Directors, all audit and non-audit related services to be

performed for us by our independent public accountants must be approved in advance by the Committee.
 
Ratification of the appointment of EKS&H LLLP as our independent registered public accounting firm will require the affirmative vote

of holders of a majority of the shares present in person or represented by proxy and entitled to vote at the Annual Meeting. If our
stockholders do not ratify the appointment of EKS&H LLLP, our Board of Directors may reconsider their appointment.

 
The Board of Directors recommends that stockholders vote “FOR” ratification of the appointment of EKS&H LLLP as our

independent registered public accounting firm for the fiscal year ending December 31, 2018.
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Item 3
 

VOTE TO APPROVE INCREASE IN AVAILABLE SHARES UNDER THE AMENDED AND RESTATED 2014 INCENTIVE
STOCK PLAN

 
Stockholders are being asked to consider and approve a proposal to increase the number of shares available for grants under the

Amended and Restated 2014 Incentive Stock Plan (the “Amended Stock Plan”). The increase in the number of shares, if approved, will
permit the Company to continue making equity-based incentive awards to its employees, directors, consultants and advisors in a manner
intended to properly incentivize such individuals by aligning their interest with the interests of the Company’s stockholders. When the
Amended Stock Plan was approved, the Company had reserved 1,513,000 shares for issuance of awards. As of the April 16, 2018 record
date for the 2018 Annual Meeting, approximately 26,723 shares remained available for future grants of awards under the Amended Stock
Plan. The proposal, if approved, would increase the number of shares available for future grants under the Existing Plan by 700,000 shares,
for a total of 2,213,000 authorized shares.

 
The Company is not currently contemplating any specific grants under the Amended Stock Plan, although we anticipate that the annual

grants of restricted stock awards to directors (which are currently anticipated to be similar to the annual grants for fiscal 2017 described
under “Election of Directors – Director Compensation”) will be made.

 
The principal purpose of the proposed increase in the number of shares under the Amended Stock Plan is to facilitate our continued

ability to grant awards to key employees, directors and consultants of the Company in order to incentivize employees to remain employed
by the Company, recognize and reward them for their efforts on the Company’s behalf and motivate them to contribute to the Company’s
attainment of its performance objectives. Our ability to make equity-based awards helps us attract, retain and motivate key employees and
directors as well as foster long-term value creation.

 
The Company’s Board of Directors has approved the increase in the number of shares under the Amended Stock Plan and, if the

increase is approved by stockholders at the 2018 Annual Meeting, it will become immediately effective as of the date of the 2018 Annual
Meeting. If stockholders do not approve the increase, the Amended Stock Plan will continue as currently in effect, but there may not be
sufficient shares remaining in the Amended Stock Plan to make all of the additional grants that the Company considers advisable.

 
The below discussion is only a summary and does not contain all the information about the Amended Stock Plan that may be important

to you. It is qualified in its entirety by the full text of the Amended Stock Plan, as set forth in Appendix A hereto, which reflects the
proposed increase in available shares under the Amended Stock Plan for illustrative purposes.

 
Summary of Principal Terms of Amended Stock Plan

 
Types of Awards
 

The Amended Stock Plan provides for the grant of stock options, stock appreciation rights (“SARs”) (either alone or in tandem with
stock options), shares of restricted stock, and restricted stock units (“RSUs”) (all of these types of grants collectively, “awards”). Stock
options may be of two types: (i) incentive stock options (“ISOs”) intended to satisfy the requirements of section 422 of the Internal
Revenue Code and (ii) nonstatutory stock options (i.e., options that do not qualify for special treatment under the Internal Revenue
Code) (“NSOs”).

 
Eligibility
 

The Amended Stock Plan authorizes awards to be made to full-time and part-time employees of ours (or of subsidiaries of ours), to our
directors and to individuals serving as consultants, with the exception that ISOs be granted only to our employees.

 
Number of Shares
 

The maximum number of shares of common stock for which awards may be granted under the Amended Stock Plan is 1,513,000
shares. If the proposed amendment is approved by our stockholders, this number will be increased to 2,213,000 shares. 

 
In determining the shares available for awards under the plan, the shares for which stock options and SARs are granted count against

this maximum on a 1-for-1 basis, and the shares for which restricted stock and RSU awards are granted count against this maximum on a 2-
for-1 basis (so that each share for which a restricted stock or RSU award is granted reduces by two shares the available number of shares
for which awards may be granted).
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If a stock option or SAR lapses or expires unexercised or if a restricted stock or RSU award lapses, the number of shares in respect of
which the stock option or SAR lapsed or expired, or twice the number of shares in respect of which the restricted stock or RSU award
lapsed, is added back to the available number of shares for which awards may be granted under the plan.

 
Individual Limit on Awards
 

No person eligible for an award under the Amended Stock Plan may receive an award in any calendar year for more
than 150,000 shares in the case of stock options and SARs and 150,000 shares in the case of shares of restricted stock and RSUs.

 
Term of the Amended Stock Plan
 

Our Amended Stock Plan has a 10-year term which began on May 15, 2014 and will automatically terminate in 2024, unless we
terminate it sooner. 

 
Administration
 

The Amended Stock Plan is administered by a committee of our Board of Directors (the “Committee”). The Committee is required to
consist of two or more directors, all of whom are (i) “non-employee” directors as defined in Rule 16b-3 under the Securities Exchange Act
of 1934, (ii) “independent directors” under the applicable listing standards of The NASDAQ Capital Market, and (iii) “outside directors”
under §162(m) of the Internal Revenue Code. Unless the Board designates a different committee, the Compensation Committee of the
Board will serve as the Committee (as long as all of the members of the Compensation Committee qualify).

 
Subject to the terms of the Amended Stock Plan, the Committee has the authority to select the eligible persons to whom awards are to

be granted and to determine the time, type, number of shares, vesting, restrictions, limitations and other terms and conditions of each award.
 

Performance Goals
 

The Committee may condition the vesting of any award under the plan on the attainment of one or more performance goals relating to
the Company as a whole or to a division or subsidiary. Performance goals may differ among employees and from award to award. The
performance goals that the Committee specifies may relate to: earnings per share; earnings before interest, taxes, depreciation and
amortization; revenues; income from operations; return on invested capital; return on assets; internal rate of return; return on stockholders’
equity; and total return to stockholders.
 

Options and SARs
 

Award of Options and SARs
 

The Amended Stock Plan permits the award of options to purchase shares of our common stock and the award of SARs. An SAR
entitles the holder to receive the appreciation in value over a specified period of the number of shares of our common stock for which the
SAR is awarded. The holder of the SAR receives in settlement of the SAR an amount (either in cash or shares of our stock, or a
combination of the two) equal to the excess of the fair market value of a share of our stock on the date of exercise of the SAR over the base
price of the SAR, multiplied by the SAR’s number of shares.

 
Exercise Price
 

The Committee determines the exercise price of each option or SAR granted under the Amended Stock Plan, but the exercise price per
share may not be less than the closing price of a share of our common stock on the date of grant.
 
Term
 

The Committee determines the term of each option or SAR at the time of the grant, which may not exceed 10 years.
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Vesting
 

The Committee specifies the time or times when each option or SAR becomes vested (i.e., exercisable).  Vesting may be based on the
holder’s continued service or on the satisfaction of specified performance goals or other conditions.  The Committee may accelerate the
vesting of an option or SAR at any time.

 
Any unvested portion of an option or SAR held by an employee expires on termination of employment, except if termination is due to

death, in which case the option or SAR becomes fully vested.
 

Exercisability
 

Once vested, an option or SAR remains exercisable for its term, subject to early expiration in certain circumstances.  A terminated
recipient may exercise the vested portion of his or her option or SAR for the period of time stated in the award agreement. Generally, the
option or SAR will remain exercisable for 90 days following termination, except if termination is due to death, in which case the option or
SAR remains exercisable for 1 year following termination. In no event, however, may any option or SAR be exercised later than the
expiration of its term.
 

In general, any stock options or SARs that the Committee grants to employees vest in four annual installments of 25% of the option
shares or SARs on each anniversary of the option grant date.

 
Manner of Exercise
 

The holder of an option may exercise the vested portion of the option by giving written notice to the Committee, specifying the number
of shares of common stock for which the option is being exercised and tendering payment of the exercise price. The exercise price is
payable in cash or, if permitted by the Committee, either in the underlying award agreement or at the time of exercise, by (i) delivering
shares of our stock having a fair market value equal to the exercise price, (ii) directing us to withhold, from the shares otherwise issuable
upon exercise of the option, shares of stock having a fair market value equal to the exercise price, (iii) an open-market broker-assisted sale
pursuant to which we receive a portion of the sales proceeds equal to the exercise price, or (iv) any combination of these methods or any
other method that the Committee authorizes.

 
No Repricing
 

Options and SARs may not be repriced unless the repricing is approved by our stockholders.
 

Special Limitations on ISOs
 

To the extent that the aggregate fair market value of the underlying shares of all ISOs that become exercisable by an individual for the
first time in any calendar year exceeds $100,000, the options will be treated as NSOs.

 
Transferability
 

No option or SAR may be transferred, assigned or pledged, except at death in accordance with the decedent’s will or the applicable laws
of intestacy, or as provided in the underlying award agreement or as the Committee otherwise permits, or if (i) the transferee is a revocable
trust that the employee established for estate planning reasons (in respect of which the employee is treated as the owner for federal income
tax purposes) or (ii) the transferee is the spouse of the employee or a child, step-child, grandchild, parent, sibling or child of a sibling of the
employee (each an eligible transferee), a custodian for an eligible transferee under any Uniform Transfers to Minors Act or Uniform Gifts
to Minors Act or a trust for the primary benefit of one or more eligible transferees.

 
Award to Outside Directors  
 

While our Amended Stock Plan provides for the automatic grant, on the election or re-election of each non-employee director to our
board of directors, of a nonstatutory stock option for 10,000 shares, our Board adopted a policy on August 8, 2016, as amended on August
8, 2017, which discontinues this option grant.  The policy instead provides for a grant to each non-employee director, upon his or her
election or re-election as a director, of a number of shares of restricted stock equal to $40,000, divided by the closing price of our stock
on his or her election or re-election date. This restricted stock vests on the first anniversary of the grant.

 
Restricted Stock and RSUs

 
Award of Restricted Shares and RSUs
 

Our Amended Stock Plan permits the award of restricted shares and RSUs. An award of restricted shares is an award of shares of our
common stock, subject to vesting requirements, restrictions on transfer and other terms and conditions as the Committee determines. An
RSU award entitles the holder to receive a payment (either in cash or shares of our stock, or a combination of the two) equal to the value of
a share of our common stock at the time of payment multiplied by the number of shares subject to the award.
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Vesting
 

The Committee specifies the time or times when the restricted shares or RSUs become vested (i.e., no longer subject to forfeiture).
Vesting may be based on continued service or on the satisfaction of specified performance goals or other conditions. The Committee may
accelerate the vesting of the restricted shares or RSUs at any time.

 
Any unvested portion of an award of restricted shares or RSUs to an employee expires on termination of employment, except if

termination is due to death, in which case the restricted shares or RSUs become fully vested.
 

Transferability of Awards  
 

Unless otherwise determined by the Committee, unvested restricted shares and RSU awards generally may not be transferred. After
vesting, restricted shares may still remain subject to restrictions on transfer under applicable securities laws and any restrictions imposed by
the award agreement.
 

Adjustments Upon Change in Control
 

Our Amended Stock Plan provides that in the event of a change in control as defined in the plan, all outstanding unvested stock options,
SARs and RSU awards will immediately vest and become exercisable and all restrictions on the shares underlying restricted stock awards
will lapse.

 
Amendment and Termination of the Amended Stock Plan

 
Our Board of Directors has the authority to amend, suspend or terminate the Amended Stock Plan provided it does not impair the rights

of the holder of any outstanding award. Any amendment to the Amended Stock Plan that would materially increase the number of shares of
our common stock for which awards may be granted requires the approval of our stockholders.

 
U.S. Federal Income Tax Consequences

 
Stock Options
 

The U.S. federal income tax treatment of ISOs and NSOs is significantly different.
 

The grant of an ISO or NSO will not result in any federal income tax consequences to the holder of the option or to us.
 

The exercise of an ISO will not result in any regular income tax to the holder of the option or any income tax consequences to us. The
exercise of an ISO, however, may affect the holder's alternative minimum tax liability. Unless the shares acquired upon exercise of the ISO
are disposed of in the same year, the holder's alternative minimum taxable income will be increased in an amount equal to the excess of (i)
the fair market on the date of exercise of the shares acquired over (ii) the exercise price of the ISO.

 
The exercise of a NSO will result in ordinary income to the holder in an amount equal to the excess of (i) the fair market value on the

date of exercise of the shares acquired over (ii) the exercise price of the NSO. We will be entitled to an income tax deduction in the same
amount. If, however, payment of the exercise price of the NSO is made by delivering shares of our common stock that the holder already
owns, a number of new shares equal to the number of shares delivered in payment of the exercise price will be considered to have been
received in a tax-free exchange, and the holder’s basis and holding period for those new shares will be equal to holder’s basis and holding
period for the shares delivered in payment. The holder will realize ordinary income equal to the fair market value on the date of exercise of
the balance of the new shares received upon exercise of the NSO, and the holder’s basis in those new shares will be equal to the ordinary
income realized and his or her holding period in respect of those shares will begin on the date of exercise of the NSO. In either situation, we
will be entitled to an income tax deduction corresponding to the holder’s ordinary income.
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Gain on the sale of shares acquired upon the exercise of an ISO is measured by the excess of (i) the amount realized on the sale of the
shares over (ii) the exercise price of the ISO. If the shares acquired upon the exercise of an ISO are not sold either within one year from the
date of exercise or two years from the grant date of the ISO, the holder's gain on the sale of the shares will be treated as long-term capital
gain. If the shares are sold within either of these periods, a portion of the holder's gain will be treated as ordinary income and the balance, if
any, will be treated as short-term or long-term capital gain (depending upon whether the shares were held for more than one year). The
portion treated as ordinary income is equal to the excess of (i) the lesser of (a) the fair market value on the date of exercise of the shares
sold or (b) the amount realized on the sale of the shares, over (ii) the exercise price of the ISO. We will be entitled to an income tax
deduction in the year of sale in an amount equal to the portion of the holder's gain treated as ordinary income.

 
Gain on the sale of shares acquired upon exercise of a NSO is measured by the excess of (i) the amount realized on the sale of the

shares over (ii) the holder's adjusted basis in those shares. The holder's adjusted basis is the sum of (i) the exercise price of the NSO and (ii)
the ordinary income realized upon the exercise of the NSO. The holder's gain on the sale of the shares will be treated as long-term or short-
term capital gain (depending upon whether the shares were held for more than one year).

 
The holder of a SAR will not recognize taxable income when the SAR is granted. Upon exercise of the SAR, the amount paid in

settlement, whether in cash or shares of our common stock, will be taxed as ordinary income to the holder. We will be entitled to a
corresponding income tax deduction.

 
In the case of a tandem SAR, the tax consequences upon exercise of the SAR will be the same if the holder elects to surrender the

related stock option. If the holder instead elects to exercise the tandem stock option and the SAR is automatically cancelled, the
cancellation of the SAR will not be taxable to the holder.

 
Restricted Stock Awards
 

An award of shares of restricted stock is not generally a taxable event. The holder of an award of restricted shares will realize ordinary
income each year in which the award vests in an amount equal to the fair market value at the time of vesting of the shares that vest. We will
be entitled to a corresponding income tax deduction. The holder’s basis in those shares will be the amount of his or her ordinary income,
and any gain or loss recognized on a subsequent sale of those shares will be treated as short-term or long-term capital gain (depending upon
whether the shares were held for more than one year).

 
RSUs
 

An award of RSUs units is not generally a taxable event. The holder of a RSU award will realize ordinary income each year in which
units vest in an amount equal to the amount paid in settlement of the vested units, whether paid in cash or shares of our common stock. We
will be entitled to a corresponding income tax deduction. The holder’s basis in any shares paid in settlement will be the amount of his or her
ordinary income, and any gain or loss recognized on a subsequent sale of those shares will be treated as short-term or long-term capital gain
(depending upon whether the shares were held for more than one year).

 
The Board of Directors recommends that stockholders vote “FOR” approval of an amendment to the Company’s Amended and

Restated 2014 Incentive Stock Plan to increase the number of shares reserved for issuance under the Plan by 700,000 shares.
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Item 4
 

VOTE ON A STOCKHOLDER PROPOSAL TO AMEND OUR BYLAW REGARDING STOCKHOLDER PROXY ACCESS
 

In accordance with SEC rules, we have set forth below a stockholder proposal, along with the supporting statement of the stockholder
proponent, Steven Colmar. The stockholder proposal and the supporting statement are included exactly as submitted to us by the
stockholder proponent. The Company disclaims responsibility for the content of the stockholder proponent’s proposal and supporting
statement. The stockholder proposal is required to be voted on at our annual meeting only if properly presented.

 
Stockholder Proposal:
 

RESOLVED, that the board of directors of the Corporation shall amend the Bylaws of the Corporation to provide that the Corporation
shall include in its proxy statement for an annual meeting of stockholders the name of any person nominated for election to the board of
directors of the Corporation by any stockholder or group of stockholders who own at least three percent (3%) of the outstanding shares of
common stock of the Corporation and have owned such shares for a period of at least three years. Such stockholders shall be entitled to
nominate up to 20% of the number of directors then in office.

 
Supporting Statement: It is good corporate governance to allow significant qualified shareholders to have the option to nominate

directors they believe might be value added. The corporation exists for the benefit of shareholders. In the case of the Joint Corp, certain
shareholders have significantly more shares than management and/or the board of directors combined, and therefore have a larger vested
interest in the performance of the company. Currently, management and directors have a limited stake in the company, approximately 1.7%
of the shares outstanding. Therefore it seems to make sense, and is good corporate governance to allow those qualified shareholders with
significantly larger stakes and more at risk to have a mechanism for nominating directors they believe could have added value to the
overall goals of the corporation.

 
The Board of Directors makes no recommendation either for or against the stockholder proposal to amend our bylaw

regarding stockholder proxy access.
 

GENERAL INFORMATION
 
Why did I receive this proxy statement and other materials?

 
The Board of Directors of The Joint Corp. is soliciting proxies to vote shares of our stock at the 2018 Annual Meeting of Stockholders

(the “Annual Meeting”) to be held on Friday, June 1, 2018 at 10:00 a.m. Mountain Standard Time at our executive offices located at 16767
N. Perimeter Drive, Suite 240, Scottsdale, Arizona 85260.

 
This proxy statement and our annual report to stockholders (which includes a copy of our Annual Report on Form 10-K for the year

ended December 31, 2017), were first made available to stockholders on April 27, 2018. Although both are made available together, our
annual report to stockholders is not part of this proxy statement.
 
What will stockholders vote on at the Annual Meeting?

 
Stockholders will vote on the following matters at the Annual Meeting:
 

 • the election to the Board of the 7 nominees for director named in this proxy statement (Item 1),
 • ratification of the appointment of EKS&H LLLP as our independent registered public accounting firm for 2018 (Item 2),
 • an amendment to the Company’s Amended and Restated 2014 Incentive Stock Plan to increase the number of shares reserved for

issuance under the Plan by 700,000 shares (Item 3),
 •  a stockholder proposal to amend our bylaw regarding stockholder proxy access, and
 • any other matter that properly comes before the meeting.

 
What are the Board’s voting recommendations?

 
The Board recommends that you vote your shares:
 

 • FOR each of the 7 nominees for election to the Board (Item 1), and
 • FOR ratification of the appointment of EKS&H LLLP as our independent registered public accounting firm for 2018 (Item 2).
 • FOR approval of an amendment to the Company’s Amended and Restated 2014 Incentive Stock Plan to increase the number of

shares reserved for issuance under the Plan by 700,000 shares (Item 3).
 • The Board is not making a recommendation either FOR or AGAINST the stockholder proposal to amend our bylaw regarding

stockholder proxy access (Item 4).
 
Who may vote at the Annual Meeting?

 
Only stockholders of record as of the close of business on April 16, 2018 are entitled to vote at the Annual Meeting. Each outstanding

share of common stock as of the record date is entitled to one vote on all matters that come before the meeting. There is no cumulative
voting.

 
As of the record date of April 16, 2018, there were 13,593,754 shares of our common stock outstanding.
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What is the difference between a stockholder of record and a beneficial owner of shares held in street name?
 
If your shares are registered directly in your name with our stock registrar and transfer agent, Continental Stock Transfer and Trust

Company, you are considered the stockholder of record for those shares and have the right to vote those shares directly. You may vote in
person at the Annual Meeting or by proxy.

 
If your shares are held in an account at a brokerage firm, bank or other nominee (for convenient reference, a “broker”), you are

considered the beneficial owner of those shares, which are said to be held in “street name,” and the broker is considered the stockholder of
record for voting purposes. As the beneficial owner, you cannot vote the shares in your account directly, but you have the right to instruct
the broker how to vote them.

 
As a beneficial owner, you are invited to attend the Annual Meeting, but because you are not a stockholder of record, you may not vote

your shares at the Annual Meeting unless you obtain a valid proxy from your broker.
 
If I am a stockholder of record, how do I vote?

 
You may vote by proxy by completing and signing the proxy card included in the materials and returning it in the postage-paid

envelope provided (which must be received before those voting facilities are closed at 7:00 p.m. Eastern Daylight Time on May 31, 2018)
or you may vote in person at the Annual Meeting.
 
If I am a beneficial owner of shares held in street name, how do I instruct my broker how to vote?

 
If you are a beneficial owner of our stock, you may instruct your broker how to vote by following the instructions in the notice provided

to you by your broker.
 
What happens if I am a stockholder of record and sign and return the proxy card but do not make any voting choices?

 
The proxy holders (the persons named as proxies) will vote your shares in accordance with the Board’s voting recommendations for

Items 1, 2, and 3. As the Board has made no recommendation on Item 4, the failure to make a voting choice with respect to Item 4 will be
treated as an abstention, and your shares will not be voted on Item 4. See “What are the Board’s voting recommendations?” above.

 
We do not expect that any other matters will properly come before the Annual Meeting. If, however, any other matters do come before

the meeting, the proxy holders will vote your shares in accordance with their judgment.
 
What happens if I am a beneficial owner of shares held in street name and do not give voting instructions to my broker?

 
Under the stock exchange and other rules governing brokers who are voting shares held in street name, brokers have authority to vote

those shares at their discretion on routine matters but may not vote those shares on non-routine matters.
 
A “broker non-vote” occurs when your broker returns a proxy card for your shares held in street name but does not vote on a particular

matter because (i) the broker has not received voting instructions from you and (ii) the broker does not have authority to vote on the matter
without instructions because the matter is of a non-routine nature.
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Which items to be voted on at the Annual Meeting are “routine” and which are “non-routine”?
 

The ratification of the appointment of our independent registered public accounting firm (Item 2) is considered a routine matter under
the relevant rules. The election to the Board of the 7 nominees for director (Item 1), approval of an increase in the shares available under
the Company’s Amended and Restated 2014 Incentive Stock Plan (Item 3) and approval of a stockholder proposal to amend our bylaw
regarding stockholder proxy access (Item 4) are considered non-routine matters.
 
What is the quorum required for the Annual Meeting?
 

Holders of a majority of our outstanding shares entitled to vote at the Annual Meeting who are present in person or represented by
proxy will constitute a quorum to conduct business at the meeting.

 
If you are a stockholder of record and vote your shares by proxy, your shares will be counted for purposes of determining whether a

quorum is present even if your voting choice is to abstain. Similarly, if you are a beneficial owner of shares held in street name and do not
give voting instructions to your broker, your shares will be counted for purposes of determining whether a quorum is present if your broker
votes your shares on any routine matter.
 
What are my choices in voting on the matters to be voted on at the Annual Meeting?
 

On Item 1 (the election of directors), you may vote “For” or “Against” each individual nominee or “Abstain” from voting on the
nominee’s election.

 
On Item 2 (ratification of the appointment of our independent registered public accounting firm), you may vote “For” or “Against” the

proposal or “Abstain” from voting on the proposal.
 
On Item 3 (approval of an increase in the shares available under the Company’s Amended and Restated 2014 Incentive Stock Plan), you

may vote “For” or “Against” the proposal or “Abstain” from voting on the proposal.
 
On Item 4 (approval of a stockholder proposal to amend our bylaw regarding stockholder proxy access), you may vote “For” or

“Against” the proposal or “Abstain” from voting on the proposal.
 

What are the voting requirements to approve the matters to be voted on at the Annual Meeting?
 
 • Item 1 (election of directors): Each nominee for election as a director must receive more “For” votes than “Against” votes in order to be

elected as a director. Abstentions and broker non-votes will not have any effect on the voting.
 • Item 2 (ratification of the appointment of our independent registered public accounting firm): This proposal requires for approval the

affirmative vote of a majority of the shares present in person or represented by proxy and entitled to vote. Abstentions will have the
same effect as a vote “Against.” Brokers will have discretionary authority to vote Item 2, and therefore where will not be any broker
non-votes on this matter.

 • Item 3 (approval of an amendment to the Company’s Amended and Restated 2014 Incentive Stock Plan to increase the number of
shares reserved for issuance under the Plan by 700,000 shares): This proposal requires for approval the affirmative vote of a majority
of the shares present in person or represented by proxy and entitled to vote. Abstentions will have the same effect as a vote “Against.”
Broker non-votes will not have any effect on the voting.

 • Item 4 (approval of a stockholder proposal to amend our bylaw regarding stockholder proxy access): This proposal requires for
approval the affirmative vote of a majority of the shares present in person or represented by proxy and entitled to vote. Abstentions will
have the same effect as a vote “Against.” Broker non-votes will not have any effect on the voting.
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Can I change my vote after I have voted?
 

If you are a stockholder of record, you may change your vote by returning a new, properly completed proxy card bearing a later date
than the date of your original proxy card (before those voting facilities are closed at 7:00 p.m. Eastern Daylight Time on May 31, 2018).

 
In addition, you may revoke your proxy by attending the Annual Meeting in person and requesting to vote. Attendance at the meeting

in person will not, by itself, revoke your proxy. You may also revoke your proxy any time before the final vote at the Annual Meeting by
filing a signed notice of revocation with the Secretary of the Company at 16767 N. Perimeter Drive, Suite 240, Scottsdale, AZ 85260.

 
If you are a beneficial owner of shares held in street name, you may submit new voting instructions to your broker as indicated in the

notice provided to you by your broker.
 
How can I find out the voting results of the Annual Meeting?
 

The preliminary voting results will be announced at the Annual Meeting. The final voting results will be tallied by the inspector of
elections and reported in a current report on Form 8-K, which we will file with the SEC within four business days following the Annual
Meeting.
 
Who is paying for the cost of this proxy solicitation?

 
We will bear the cost of this proxy solicitation. Some of our officers and employees may solicit proxies by personal conversations,

telephone, regular mail or email, but they will not receive any additional compensation for doing so. We will reimburse brokers and others
for their reasonable charges and expenses in forwarding our proxy materials to stockholders who are beneficial owners of shares of our
stock.
 
How can I attend the Annual Meeting?
 

We encourage our stockholders to attend the Annual Meeting. The Annual Meeting will be held on Friday, June 1, 2018 at 10:00 a.m.
Mountain Standard Time, at 16767 N. Perimeter Drive, Suite 240, Scottsdale, Arizona 85260. If you need directions to the meeting, please
call Investor Relations at (480) 245-5960.
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ANNUAL REPORT
 
We will provide a copy of our annual report on Form 10-K for the fiscal year ended December 31, 2017 without charge to each

stockholder as of the record date who sends a written request to Investor Relations, The Joint Corp., 16767 N. Perimeter Drive, Suite 240,
Scottsdale, Arizona 85260. Copies of this proxy statement and our Form 10-K as filed with the Securities and Exchange Commission are
available in pdf format on our website, www.thejoint.com. Copies of this proxy statement and our Form 10-K also may be accessed directly
from the SEC’s website, www.sec.gov.

 
HOUSEHOLDING OF PROXY MATERIALS

 
The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery requirements for proxy

statements and annual reports with respect to two or more stockholders sharing the same address by delivering a single proxy statement
addressed to those stockholders. This process, which is commonly referred to as “householding,” potentially means extra convenience for
stockholders and cost savings for companies.

 
Brokers with account holders who are The Joint Corp. stockholders may be “householding” our proxy materials. A single proxy

statement will be delivered to multiple stockholders sharing an address unless contrary instructions have been received from the affected
stockholders. Once you have received notice from your broker that they will be “householding” communications to your address,
“householding” will continue until you are notified otherwise or until you revoke your consent. If, at any time, you no longer wish to
participate in “householding” and would prefer to receive a separate proxy statement and annual report, please notify your broker and direct
your written request to The Joint Corp., Attention: Investor Relations, 16767 N. Perimeter Drive, Suite 240, Scottsdale, AZ, 85260, and one
will be promptly provided. Stockholders who currently receive multiple copies of the proxy statement at their address and would like to
request “householding” of their communications should contact their broker.

 
OTHER MATTERS

 
As of the date of this proxy statement, management is unaware of any matter for action by stockholders at the meeting other than those

described in the accompanying notice. The enclosed proxy, however, will confer discretionary authority with respect to any other matter
that may properly come before the annual meeting, or any adjournment thereof. It is the intention of the persons named in the enclosed
proxy to vote in accordance with their best judgment on any such matter.

 
STOCKHOLDER PROPOSALS FOR THE 2019 ANNUAL MEETING

 
Any stockholder who wishes to present a proposal for consideration at our 2019 Annual Meeting of Stockholders, and to have the

proposal included in our proxy statement for the meeting, must submit the proposal to us by December 28, 2018. In accordance with our
bylaws, any stockholder who wishes to present a proposal from the floor for consideration at our 2019 Annual Meeting of Stockholders
must submit the proposal to us no earlier than February 1, 2019 and no later than March 3, 2019.

 
Stockholder proposals for inclusion in our proxy statement must comply with the rules of the Securities and Exchange Commission in

order to be included. Stockholder proposals should be sent to Investor Relations, The Joint Corp., 16767 N. Perimeter Drive, Suite 240,
Scottsdale, Arizona 85260.

 
SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

 
Section 16(a) of the Securities Exchange Act requires our directors and executive officers and persons beneficially owning more than

10% of our outstanding common stock to file periodic reports of stock ownership and stock transactions with the Securities and Exchange
Commission. On the basis of a review of copies of these reports, we believe that all filing requirements for 2017 were satisfied in a timely
manner, except for one late Form 4 filing on behalf of Suzanne Decker, a director, with respect to one transaction.
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Appendix A
The Joint Corp. Amended and Restated 2014 Incentive Stock Plan

 
 

Article 1
Purpose

 
The purpose of this plan is to recognize and reward participants for their efforts on the Company’s behalf, to motivate participants by

appropriate incentives to contribute to the Company’s attainment of its performance objectives, and to align participants’ interests with
those of the Company’s other stockholders through compensation based on the performance of the Company’s common stock.

 
Article 2

Definitions
 

Annual Option is defined in Article 7. 
 
Award means an Option, SAR Award, Restricted Stock Award or RSU Award under the Plan.
 
Award Agreement means a written or electronic agreement between the Company and a Participant incorporating the terms of an

Award to the Participant.
 
Board means the Company’s Board of Directors.
 
Change of Control is defined in Article 8. The terms “continuing Director,” “appointed Director” and “elected Director” are also

defined in Article 8.
 
Code means the Internal Revenue Code of 1986, as amended.
 
common stock means the Company’s common stock, par value $.001 per share.
 
Committee is defined in Paragraph 3.1. Unless the Board designates a different committee, the Compensation Committee of the

Board shall serve as the Committee (as long as all of the members of the Compensation Committee qualify under Paragraph 3.1).
 
Company means The Joint Corp., a Delaware corporation.
 
Consultant means any individual who provides bona fide consulting or advisory services to the Company or a Subsidiary.
 
Director means a director of the Company.
 
Eligible Person means, in respect of all types of Awards except ISOs, any Employee, Director or Consultant and, in respect of ISOs,

any Employee.
 
Employee means a full-time or part-time employee of the Company or a Subsidiary.
 
Exchange Act means the Securities Exchange Act of 1934, as amended.
 
Expiration Date means the last day on which an Option or SAR may be exercised.
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Fair Market Value means, for a given day, the value of a share of common stock determined as follows:
 

i.                 If the common stock is listed on The NASDAQ Stock Market, its Fair Market Value will be the last reported sales
price of a share of common stock as quoted on such exchange on the day in question (or on the most recent trading day if the
day in question is not a trading day);
 
ii.               For purposes of any Awards granted on the Registration Date, the Fair Market Value will be the initial price to the
public as set forth in the final prospectus included within the registration statement in Form S-1 filed with the Securities and
Exchange Commission for the initial public offering of the Company’s common stock; or
 
iii.            In the absence of an established market for the common stock, the Fair Market Value will be determined in good faith
by the Administrator.
 

Grant Date means, in respect of an Award, the date that the Committee grants the Award or any later date that the Committee
specifies as the effective date of the Award.

 
ISO means an incentive stock option described in §422 of the Code.
 
NSO means a nonstatutory stock option (i.e., any stock option other than an ISO).
 
Option means an award pursuant to Article 5 or Article 7 of an option to purchase shares of common stock. In the case of an award

pursuant to Article 5, the Committee shall designate at the time of grant whether an Option is an ISO or a NSO.
 
Outside Director means a Director who is not an Employee.
 
Participant means an Eligible Person who holds an Award under the Plan.
 
Performance Goals means one or more of the following objective performance goals for the Company, a division or a Subsidiary,

measured over a 12-month or longer period and specified either in absolute terms or in percentage terms relative to a target, base period,
index or peer group:

 
•  earnings per share
•  earnings before interest, taxes, depreciation and amortization
•  revenues
•  income from operations
•  return on invested capital
•  return on assets
•  internal rate of return
•  return on stockholders’ equity
•  total return to stockholders

 
Plan means this plan, as it may be amended. The name of this Plan is the “The Joint Corp. Amended and Restated 2014 Incentive

Stock Plan.”
 
Registration Date means the effective date of the first registration statement that is filed by the Company and declared effective

pursuant to Section 12(g) of the Exchange Act, with respect to the Company’s shares.
 
Restricted Shares means shares of common stock subject to a risk of forfeiture or other restrictions that will lapse if and when

specified service requirements, Performance Goals or other conditions are satisfied.
 
Restricted Stock Award means an award of Restricted Shares pursuant to Article 6.
 
Restricted Stock Unit  means a contractual right to receive one share of common stock in the future if and when specified service

requirements, Performance Goals or other conditions are satisfied.
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RSU Award means an award of Restricted Stock Units pursuant to Article 6.
 
SAR, or stock appreciation right, means a contractual right to receive a payment representing the excess of the Fair Market Value of

a share of common stock on the date that the right is exercised over the exercise price per share of the right.
 
SAR Award means an award of a Stand-Alone SAR or Tandem SAR pursuant to Article 5.
 
Stand-Alone SAR means an SAR that is not related to an Option.
 
share means a share of the Company’s common stock.
 
Subsidiary means a “subsidiary corporation” as defined in §424(f) of the Code.
 
Tandem SAR means an SAR that is related to an Option.
 
Termination means, in respect of an Employee, his or her termination of service to the Company or a Subsidiary. An employee’s (i)

transferring employment from the Company to a Subsidiary or from a Subsidiary to the Company or to another Subsidiary or (ii) leaving
service as an Employee but continuing service as a Consultant or Director shall not be considered a termination of service. Termination
means, in respect of a Director, his or her termination of service on the Board of the Company. A Director’s leaving the Board but
continuing in service to the Company as an Employee or Consultant shall not be considered a termination of service. Termination means, in
respect of a Consultant, his or her termination of service as a Consultant.

 
Termination Date means the date on which an Employee, Director or Consultant, as the case may be, incurs a Termination.
 

Article 3
Administration

 
3.1    Committee
 
The Board shall designate a committee of the Board (the “Committee”) to administer the Plan except in respect of Directors, for

whom the full Board shall administer the Plan. The Committee shall consist of two or more Directors both or all of whom shall be (i) “non-
employee directors” as defined in Rule 16b-3 under the Exchange Act, (ii) “independent directors” under the applicable listing standards of
The NASDAQ Stock Market and (iii) “outside directors” under §162(m) of the Code.

 
3.2    Authority
 
Subject to the terms of the Plan, the Committee shall have the authority to select the Eligible Persons to whom Awards are to be

granted and to determine the time, type, number of shares, vesting, restrictions, limitations and other terms and conditions of each Award.
 
Awards under the Plan need not be uniform in respect of different Eligible Persons, whether or not similarly situated. The Committee

may consider such factors as it deems relevant in selecting Eligible Persons for Awards and in determining their Awards.
 
The Committee may condition the vesting of any Award on the attainment of one or more Performance Goals. Performance Goals

may differ from Participant to Participant and from Award to Award. The Committee shall specify the applicable Performance Goal or
Goals in the underlying Award Agreement (but in no event later than the latest permissible date to enable the Award to qualify as
performance-based compensation under §162(m) of the Code). The Committee’s evaluation of a Performance Goal’s attainment may be
adjusted to exclude any extraordinary events and transactions as described in Accounting Principles Board Opinion No. 30, but in all other
respects, the measurement of Performance Goals shall be determined in accordance with the Company’s financial statements and U.S.
generally accepted accounting principles.

 
The Committee may interpret the Plan, adopt, revise and rescind policies and procedures to administer the Plan, and make all factual

and other determinations required for Plan’s administration.
 
The Committee’s determinations, interpretations and other actions shall be final and binding. No member of the Committee shall be

liable for any action of the Committee in good faith.
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3.3    Procedures
 
The members of the Committee shall elect a chairman, and the Committee shall meet as necessary at the call of the chairman or any

two members of the Committee. A majority of the members of the Committee shall constitute a quorum, and all actions of the Committee
at a meeting at which a quorum is present shall be taken by majority vote.

 
A member of the Committee may participate in any meeting of the Committee by a conference telephone call or other means that

enable all persons participating in the meeting to hear one another, and participation in this manner shall constitute his or her presence in
person at the meeting. The Committee also may act by the unanimous written consent of its members.

 
Article 4

Plan Operation
 

4.1    Effective Date
 
This Plan shall become effective if and when approved by the Company’s stockholders.
 
4.2    Term
 
This Plan shall have a term of 10 years, expiring on the tenth anniversary of its approval by the Company’s stockholders (but

remaining in effect, however, for outstanding Awards). No Award may be granted under the Plan after its expiration.
 
4.3    Maximum Number of Shares
 
The maximum total number of shares of common stock for which Awards may be granted under this Plan is 2,213,000 shares. This

maximum shall be subject to the capitalization adjustments under Section 4.6.
 
The shares for which Options and SARs are granted shall count against this limit on a 1-for-1 basis, and the shares for which

Restricted Stock Awards and RSU Awards are granted shall count against this limit on a 2-for-1 basis (so that each share for which a
Restricted Stock Award or RSU Award is granted reduces by two shares the available number of shares for which Awards may be granted).

 
The shares for which Awards may be granted shall be shares currently authorized but unissued or shares that the Company currently

holds or subsequently acquires as treasury shares, including shares purchased in the open market or in private transactions.
 
4.4    Shares Available for Awards
 
The determination of the number of shares of common stock available for Awards under the Plan shall take into account the

following:
 

(a)    If an Option lapses or expires unexercised, the number of shares in respect of which the Option lapsed or expired shall be
added back to the available number of shares for which Awards may be granted.

 
(b)    If a Restricted Stock Award or RSU Award lapses or is forfeited, twice the number of shares in respect of which the

Award lapsed or was forfeited shall be added back to the available number of shares for which Awards may be granted.
 
(c)    If a SAR Award or RSU Award is settled in cash, the number of shares in respect of which the Award was settled in cash

shall not be added back to the available number of shares for which Awards may be granted.
 
(d)    If the exercise price of an Option is paid by delivery of shares of common stock pursuant to Section 5.8, the number of

shares issued upon exercise of the Option, without netting the shares delivered in payment of the exercise price, shall be taken into
account in determining the available number of shares for which Awards may be granted.

 
4.5    Individual Limit on Awards
 
In any calendar year, the maximum number of shares for which Awards may be granted to any Eligible Person shall not exceed

150,000 shares in the case of Options and SARS and 150,000 shares in the case of Restricted Stock and RSU Awards, in each case taking
into account all similar types of grants and awards under other stock option and equity compensation plans of the Company. These
maximums shall be subject to the capitalization adjustments under Section 4.6.
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4.6    Capitalization Adjustments
 
In the event of a change in the number of outstanding shares of common stock by reason of a stock dividend, stock split,

recapitalization, reorganization or the like, the Committee may, and in the case of a reverse stock split, the Committee shall, equitably
adjust the following in order to prevent a dilution or enlargement of the benefits or potential benefits intended to be provided under the
Plan: (i) the number of shares for which Awards may be granted under the Plan, (ii) the maximum number of shares for which Awards may
be granted to any Eligible Person in a calendar year, (iii) the aggregate number of shares in respect of each outstanding Award and (iv) the
exercise price of each outstanding Option and SAR. The Committee may also make any other equitable adjustments that the Committee
considers appropriate. Except in the case of a reverse stock split, adjustments shall be made in the Committee’s discretion, and its decisions
shall be final and binding.

 
Article 5

Stock Options and SARs
 

5.1    Grant
 
The Committee may grant an Option or SAR to any Eligible Person. Subject to the terms of this Plan, the Committee shall determine

the restrictions, limitations and other terms and conditions of each Option and SAR Award.
 
The Committee shall designate each Option as either an ISO or NSO, and shall designate each SAR Award as either a Stand-Alone

SAR or a Tandem SAR. A Tandem SAR may not be granted later than the time that its related Option is granted.
 
5.2    Exercise Price
 
The Committee shall determine the exercise price of each Option and SAR. The exercise price per share may not be less than the Fair

Market Value on the Grant Date of the Option or SAR.
 
Except for capitalization adjustments under Section 4.6 or as approved by the Company’s stockholders, the exercise price per share

of any outstanding Option or SAR may not be reduced, and the Option or SAR may not be surrendered to the Company for cash or as
consideration for the grant of a new Option or SAR with a lower exercise price per share.

 
5.3    Vesting and Term
 
The Committee shall determine the time or times at which each Option and Stand-Alone SAR becomes vested. Vesting may be based

on continuous service or on the attainment of Performance Goals or other conditions specified in the Award Agreement. A Tandem SAR
shall vest if and to the extent that its related Option vests, and shall expire or be canceled when its related Option expires or is canceled. No
Option or SAR may have an Expiration Date more than 10 years from its Grant Date.  The Committee, in its discretion, at any
time may accelerate the vesting of an Option or SAR or extend its Expiration Date (subject to the foregoing maximum 10-year term).

 
5.4    Termination of Employment or Service as a Director
 
Unless otherwise specified in the underlying Award Agreement, in the case of an Option or SAR held by an Employee or Director

who incurs a Termination:
 

(a)    if and to the extent that the Option or SAR is unvested as of the Employee’s or Director’s Termination Date, the Option or
SAR shall lapse on the Termination Date unless the Termination is incurred by reason of his or her death, in which case the Option or
SAR shall become fully vested as of the Employee’s or Director’s Termination Date; and

 
(b)    subject to subsection (c) in the case of an Option granted to a Director under Article 7, if and to the extent that the Option

or SAR is (or becomes) vested as of the Employee’s or Director’s Termination Date, the Option or SAR shall expire (i) on the earlier
of 90 days after the Termination Date or the Expiration Date of the Option or SAR, or (ii) if the Termination is incurred by reason of
his or her death, on the earlier of the first anniversary of the Employee’s or Director’s death or the Expiration Date of the Option or
SAR.

 
(c)    in the case of an Option granted to a Director under Article 7, if and to the extent that the Option is (or becomes) vested as

of the Director’s Termination Date, the Option shall expire on its Expiration Date.
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5.5    Transferability
 
No Option or SAR may be transferred, assigned or pledged, whether by operation of law or otherwise, except (i) as provided in the

underlying Award Agreement or as the Committee otherwise permits, or (ii) as provided by will or the applicable laws of intestacy or (iii)
if:

 
(a)    the transferee is a revocable trust that the employee established for estate planning reasons (in respect of which

the employee is treated as the owner for federal income tax purposes); or
 
(b)    the transferee is (i) the spouse of the employee or a child, step-child, grandchild, parent, sibling or child of a sibling of the

employee (each an “eligible transferee”), (ii) a custodian for an eligible transferee under any Uniform Transfers to Minors Act or
Uniform Gifts to Minors Act or (iii) a trust for the primary benefit of one or more eligible transferees.

 
Transfers described in the preceding clause (b) shall be subject to any restrictions and requirements that the Committee considers

appropriate (for example, the transferee’s written agreement to be bound by the terms of the Plan and the underlying Award Agreement).
 
No Option or SAR shall be subject to execution, attachment or similar process.
 
5.6    Additional ISO Rules
 
To the extent that the aggregate fair market value (determined in respect of each ISO on the basis of the Fair Market Value of a share

of common stock on the ISO’s Grant Date) of the underlying shares of all ISOs that become exercisable by an individual for the first time
in any calendar year exceeds $100,000, the Options shall be treated as NSOs. This limitation shall be applied by taking ISOs into account
in the order in which they were granted.

 
In the case of an ISO granted to an Employee who at the time of grant owns stock possessing more than 10% of the total combined

voting power of all classes of stock of the Company (or any Subsidiary), the exercise price per share may not be less than 110% of the Fair
Market Value on the Grant Date and the ISO may not have an Expiration Date more than five years from the Grant Date.

 
The Award Agreement underlying an Option that the Committee designates as an ISO may contain any additional terms, beyond

those of this Plan, that the Committee considers necessary or desirable to include to assure that the Option complies with the requirements
of §422 of the Code.

 
5.7    Manner of Exercise
 
A vested Option or SAR may be exercised in full or only partially (but in the case of a partial exercise, only in respect of a whole

number of shares) by (i) written notice to the Committee or its designee stating the number of shares in respect of which the Option or SAR
is being exercised and, in the case of an Option, (ii) full payment of the exercise price of those shares.

 
5.8    Payment of Exercise Price
 
Payment of the exercise price of an Option shall be made by check or, if permitted by the Committee (either in the underlying Award

Agreement or at the time of exercise), by: (i) delivery of shares of common stock having a Fair Market Value on the date of exercise equal
to the exercise price; (ii) directing the Company to withhold, from the shares otherwise issuable upon exercise of the Option, shares having
a Fair Market Value on the date of exercise equal to the exercise price; (iii) by an open-market broker-assisted sale pursuant to which the
Company is promptly delivered the portion of the sales proceeds necessary to pay the exercise price; (iv) any combination of these methods
of payment; or (v) any other method of payment that the Committee authorizes.

 
5.9    Tandem SARs
 
A Tandem SAR shall entitle the Participant to elect to exercise either the SAR or the related Option as to all or any portion of the

shares subject to the SAR and Option. The exercise of a Tandem SAR shall cause the immediate and automatic cancellation of its related
Option with respect to the same number of shares, and the exercise, expiration or cancellation of the related Option (other than by reason of
the exercise of the Tandem SAR) shall cause the automatic and immediate cancellation of the Tandem SAR with respect to the same
number of shares.
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5.10    Settlement of SARs
 
Settlement of a SAR may be made, in the Committee’s discretion, in shares of common stock or in cash, or in a combination of the

two, subject to applicable tax withholding requirements. Any cash payment in settlement of a SAR shall be made on the basis of the Fair
Market Value of a share of common stock on the date that the SAR is exercised.

 
Article 6

Restricted Stock
and Restricted Stock Units

 
6.1    Grant
 
The Committee may issue Restricted Shares or grant Restricted Stock Units to any Eligible Person. Subject to the terms of this Plan,

the Committee shall determine the restrictions, limitations and other terms and conditions of each Restricted Stock Award and RSU Award.
 
6.2    Vesting
 
The Committee shall determine the time or times at which each Restricted Stock Award or RSU Award becomes vested. Vesting

may be based on continuous service or on the attainment of specified Performance Goals or other conditions specified in the Award
Agreement.

 
Each Restricted Stock Award and RSU Award held by an Employee or a Director shall become fully vested as of his or her

Termination Date if the Termination is incurred by reason of his or her death.
 
6.3    Transferability
 
Prior to the vesting of a Restricted Stock Award, the Restricted Shares subject to the Award may not be transferred, assigned or

pledged (except as provided in the Award Agreement or as the Committee permits) and shall not be subject to execution, attachment or
similar process. After vesting, the shares may still remain subject to restrictions on transfer under applicable securities laws and any
restrictions imposed by the Award Agreement. If the Restricted Shares are issued in certificated form, the Committee may require each
certificate representing Restricted Shares to bear a legend making appropriate reference to the restrictions on the shares, and may also
require that the certificate, together with a stock power duly endorsed in blank by the Participant, remain in the Company’s physical custody
or in escrow with a third party until all restrictions have lapsed.

 
6.4    Rights as Stockholder
 
Subject to the terms of the Plan and as provided in the underlying Award Agreement, a Participant may have some or all of the rights

of a stockholder in respect of unvested Restricted Shares subject to a Restricted Stock Award, including the right to vote the shares and to
receive dividends and other distributions in respect of the shares. A Participant shall have all of the rights of a stockholder when Restricted
Shares become vested. The Committee may provide in the Award Agreement for the payment of dividends and distributions to the
Participant when dividends are paid to stockholders generally or at the time of vesting or distribution of the Restricted Shares.

 
A Participant shall not have any rights as a stockholder in respect of the shares of common stock subject to a RSU Award until those

shares have been issued and delivered to the Participant pursuant to the terms of the Award.
 
6.5    Settlement of RSU Award
 
Settlement of a RSU Award may be made, in the Committee’s discretion, in shares of common stock or in cash, or in a combination

of the two, subject to applicable tax withholding requirements. Any cash payment in settlement of a RSU Award shall be made on the basis
of the Fair Market Value of a share of common stock on the date that the shares subject to the Award become issuable to the Participant.

 
6.6    Deferrals
 
The Committee may (but shall not be required to) permit a Participant to elect to defer the delivery of shares upon the vesting or

settlement of a Restricted Stock Award or RSU Award. Any such election shall be for a deferral period and in a manner and on terms that
the Committee approves and that comply with the requirements of §409A of the Code.
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Article 7
Automatic Option Grants

to Outside Directors
 
 
7.1    Grant
 
All grants of Options to Outside Directors pursuant to this Article will be automatic and nondiscretionary, except as otherwise

provided herein, made in accordance with the provisions in this Article, and otherwise subject to the terms and conditions of the Plan.
 
7.2    Type of Option
 
All Options granted pursuant to this Article will be Nonstatutory Stock Options.
 
7.3    Annual Option
 
Each Outside Director automatically will be granted an Option to purchase 10,000 Shares (an “Annual Option”) upon his or her

election or re-election as a Director.
 
7.4    Terms
 
The terms of each Option granted pursuant to this Article will be as follows:
 
i.        The term of the Option will be ten (10) years.
 
ii.       The exercise price per share will be 100% of its Fair Market Value on the Grant Date.
 
iii.      The Option will vest in full on the first anniversary of its Grant Date (or on the Director’s death if the Director incurs a

Termination by reason of his or her death prior to the first anniversary of the Grant Date) and is exercisable as to any (but only
in respect of a whole number) or all Shares at any time after vesting until its Expiration Date.

 
Article 8

Change of Control
 

Upon a Change of Control, all outstanding Awards shall become fully vested and exercisable, and all restrictions on the shares
underlying Restricted Stock Awards shall lapse.

 
A “Change of Control” means an event or the last of a series of related events by which:
 

(a)    any Person directly or indirectly acquires or otherwise becomes entitled to vote stock having 51% or more of the voting
power in elections for Directors; or

 
(b)    during any 24-month period, a majority of the members of the Board ceases to consist of Qualifying Directors.  A Director

shall be considered a “Qualifying Director” if he or she falls into any one of the following five categories:
 

  (1)    a Director at the beginning of the period (“continuing Directors”); or
 
(2)    a Director elected to office after the start of the period by the Board with the approval of two-thirds of the

incumbent continuing Directors (an “appointed Director”); or
 
(3)    a Director elected to office after the start of the period by the Company’s stockholders following nomination for

election by the Board with the approval of two-thirds of the incumbent continuing and
appointed Directors (an “elected Director”); or

 
(4)    a Director elected to office after the start of the period by the Board with the approval of two-thirds of the

incumbent continuing, appointed and elected Directors; or
 
(5)    a Director elected to office after the start of the period by the Company’s stockholders following nomination for

election by the Board with the approval of two-thirds of the incumbent continuing, appointed and elected Directors; or
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(c)    the Company merges or consolidates with another corporation, and holders of outstanding shares of the Company’s
common stock immediately prior to the merger or consolidation do not own stock in the survivor of the merger or consolidation
having more than 51% of the voting power in elections for Directors; or

 
(d)    the Company sells all or a substantial portion of the consolidated assets of the Company and its Subsidiaries, and the

Company does not own stock in the purchaser having more than 51% of the voting power in elections for Directors.
 

As used in this definition, a “Person” means any “person” as that term is used in sections 13(d) and 14(d) of the Exchange Act,
together with all of that person’s “affiliates” and “associates” as those terms are defined in Rule 12b-2 under the Exchange Act.

 
Article 9

Miscellaneous Provisions
 

9.1    Award Agreement
 
Each Award under the Plan shall be evidenced by an Award Agreement which shall be subject to and incorporate the terms of the

Plan.
 
9.2    Tax Withholding
 
The Company may withhold an amount sufficient to satisfy its withholding tax obligations, if any, in connection with any Award

under the Plan, and the Company may defer making any payment or delivery of shares pursuant to the Award unless and until the
Participant indemnifies the Company to its satisfaction in respect of its withholding obligation.

 
9.3    Amendment and Termination
 
The Board may amend, suspend or terminate the Plan at any time. The Company’s stockholders shall be required to approve any

amendment that would (i) materially increase the number of shares of common stock for which Awards may be granted, (ii) increase the
number of shares of common stock for which ISOs may be granted (other than an amendment authorized under Section 4.6), (iii) permit
any action that would be treated as a repricing of Awards under applicable stock exchange rules or (iv) otherwise require stockholder
approval under any applicable laws, regulations or stock exchange rules. If the Plan is terminated, the Plan shall remain in effect for Awards
outstanding as of its termination. No amendment, suspension or termination of the Plan shall adversely affect the rights of the holder of any
outstanding Award without his or her consent.

 
9.4    Foreign Jurisdictions
 
The Committee may adopt, amend and terminate a supplement to the Plan to permit Employees in another country to receive Awards

under the supplement (on terms not inconsistent with the terms of Awards under the Plan) in compliance with that country’s securities, tax
and other laws.

 
9.5    No Right To Employment
 
Nothing in this Plan or in any Award Agreement shall give any person the right to continue in the employ of the Company or any

Subsidiary or limit the right of the Company or Subsidiary to terminate his or her employment.
 
9.6    Notices
 
Notices required or permitted under this Plan shall be considered to have been duly given if sent by certified or registered mail

addressed to the Committee at the Company’s principal office or to any other person at his or her address as it appears on the Company’s
payroll or other records.

 
9.7    Severability
 
If any provision of this Plan is held illegal or invalid for any reason, the illegality or invalidity shall not affect the remaining

provisions, and the Plan shall be construed and administered as if the illegal or invalid provision had not been included.
 
9.8    Governing Law
 
This Plan and all Award Agreements shall be governed in accordance with the laws of the State of Delaware.
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