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XCel Brands, Inc. 
1333 Broadway, 10 th Floor 

New York, NY 10018

August 15, 2016

Dear Stockholders:

You  are  cordially  invited  to  attend  XCel  Brands,  Inc.’s  2016  Annual  Meeting  of  Stockholders  which  will  be  held  on  Tuesday,
September 13, 2016, at 10:00 A.M. (local time), at XCel Brands, Inc.’s offices at 1333 Broadway, 10 th Floor, New York, NY 10018.

The Notice of Annual Meeting and Proxy Statement, which follow, describe the business to be conducted at the meeting.

Your vote is very important. Whether or not you plan to attend the meeting in person, we will appreciate a prompt submission of your
vote. We hope to see you at the meeting.

Cordially, 
  
Robert D’Loren 
Chairman of the Board of Directors, Chief Executive Officer and President

 



 

XCel Brands, Inc. 
1333 Broadway, 10 th Floor 

New York, NY 10018

NOTICE OF 2016 ANNUAL MEETING OF STOCKHOLDERS 
TO BE HELD ON SEPTEMBER 13, 2016

To the Stockholders of XCel Brands, Inc.:

NOTICE  IS  HEREBY  GIVEN  that  the  2016  Annual  Meeting  of  Stockholders  (the  “Annual  Meeting”)  of  XCel  Brands,  Inc.  (the
“Company”) will be held on Tuesday, September 13, 2016, at 10:00 A.M. (local time), at the Company’s offices at 1333 Broadway, 10
th Floor, New York, NY 10018, for the following purposes:

To elect seven directors to serve until the next Annual Meeting of Stockholders and until their respective successors have been duly
elected and qualified;

To approve the Third Amended and Restated Equity Plan (the “Third Amended and Restated Equity Incentive Plan”) by amending and
restating the Company’s Amended and Restated 2011 Equity Incentive Plan (the “2011 Plan”) to (a) increase the number of shares of
common  stock  reserved  and  available  for  distribution  under  the  2011  Plan  from  8,000,000  to  13,000,000  and  (b)  increase  the
maximum number of shares of common stock with respect to which Options or Restricted Stock (as both terms are defined in the 2011
Plan) may be granted to any Participant (as defined in the 2011 Plan) from 5,000,000 to 10,000,000;

To ratify the appointment of CohnReznick LLP as the Company’s independent  registered public accounting firm for the fiscal  year
ending December 31, 2016; and

To transact such other business as may properly come before the Annual Meeting or any postponements or adjournments thereof.

Only stockholders of record at the close of business on July 20, 2016 are entitled to receive the notice of and to vote at the Annual
Meeting or any postponements or adjournments thereof.

The  XCel  Brands  Board  of  Directors  believes  that  the  election  of  the  nominees  specified  in  the  accompanying  proxy  statement  as
directors at the Annual Meeting is in the best interest of the Company and its stockholders and, accordingly, unanimously recommends
a vote “FOR” such nominees.  Furthermore,  the  Board of  Directors  unanimously  recommends  that  you vote “FOR” approving the
Third  Amended  and  Restated  Equity  Incentive  Plan  and  vote “FOR” ratifying  the  appointment  of  CohnReznick  LLP  as  the
Company’s independent registered public accounting firm.

PLEASE  NOTE  THAT  ATTENDANCE  AT  THE  ANNUAL  MEETING  WILL  BE  LIMITED  TO  STOCKHOLDERS  OF
THE  COMPANY  AS  OF  THE  RECORD  DATE  (OR  THEIR  AUTHORIZED  REPRESENTATIVES)  HOLDING
EVIDENCE  OF  OWNERSHIP.  IF  YOUR  SHARES  ARE  HELD  BY  A  BANK  OR  BROKER,  PLEASE  BRING  TO  THE
ANNUAL MEETING YOUR BANK OR BROKER STATEMENT EVIDENCING YOUR BENEFICIAL OWNERSHIP OF
THE COMPANY’S STOCK TO GAIN ADMISSION TO THE ANNUAL MEETING.

By Order of the Board of Directors, 
  
/s/ Robert D’Loren 

 
Robert W. D’Loren 
Chairman of the Board of Directors, Chief Executive Officer and President 
  
August 15, 2016

 



 

XCel Brands, Inc. 
PROXY STATEMENT SUMMARY

This  summary  highlights  information  contained  elsewhere  in  this  proxy  statement.  It  does  not  contain  all  of  the  information  you
should consider, and you should read the entire proxy statement carefully before voting.

Annual Meeting of Stockholders
 

Date:  September 13, 2016
Time:  10:00 A.M. (local time)
Place:  XCel Brands, Inc.’s Offices at 1333 Broadway, 10 th Floor, New York, NY 10018
Record Date:  July 20, 2016
Voting:

 
Stockholders as of the record date are entitled to one vote per share on matters presented at the
Annual Meeting or any postponements or adjournments of the Annual Meeting

Voting Matters and the Board’s Recommendation
  

Agenda Item  
Board Vote

Recommendation  
Page 

Reference
Election of seven directors

 
FOR each Director 

Nominee  
6

Approval of the Third Amended and Restated Equity Incentive Plan  FOR  30
Ratification of the appointment of CohnReznick LLP as our independent

registered public accounting firm for the fiscal year ending December 31,
2016  

FOR

 

33

In  addition  to  these  matters,  stockholders  may  be  asked  to  vote  on  such  other  matters  as  may  properly  come  before  the  Annual
Meeting or any adjournment or postponement of the Annual Meeting.
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XCEL BRANDS, INC. 
PROXY STATEMENT 

ANNUAL MEETING OF STOCKHOLDERS 
TO BE HELD ON SEPTEMBER 13, 2016

This  proxy  statement  is  furnished  in  connection  with  the  solicitation  of  proxies  by  the  Board  of  Directors  (the  “Board”)  of  XCel
Brands,  Inc.  (the  “Company”,  “XCel”,  “we”,  “us”,  or  “our”)  for  use  at  the  2016  Annual  Meeting  of  Stockholders  (the  “Annual
Meeting”) to be held on September 13, 2016, including any postponements or adjournments thereof, for the purposes set forth below.

Management intends to send or give to stockholders this proxy statement, the accompanying form of proxy card and the 2015 Annual
Report to Stockholders on or about August 15, 2016.

Proxies in the accompanying form, duly executed and returned to the management of the Company and not revoked, will be voted at
the Annual Meeting. Any proxy given pursuant to such solicitation may be revoked by the stockholder at any time prior to the voting
of the proxy by a subsequently dated proxy, by written notification to the Secretary of the Company, or by personally withdrawing the
proxy at the Annual Meeting and voting in person. Attendance at the Annual Meeting will not in itself constitute a revocation of your
proxy.

If  your  shares  are  held  in  street  name  through  a  broker,  bank,  or  other  nominee,  please  review  the  voting  instructions
provided by the  broker,  bank or  other  nominee  holding your  shares  or  contact  such organization  regarding  how to  change
your vote.

The address and telephone number of the principal executive offices of the Company are:

1333 Broadway, 10 th Floor 
New York, NY 10018 

Telephone No.: (347) 727-2481

At the Annual Meeting, the stockholders of the Company will vote on: (1) the election of seven nominees to serve as directors, (2) the
approval of the Third Amended and Restated Equity Incentive Plan, (3) the ratification of the appointment of CohnReznick LLP as the
Company’s  independent  registered  public  accounting firm for  the  fiscal  year  ending December  31,  2016;  and (4)  any other  matters
properly brought before the Annual Meeting or any postponements or adjournments thereof.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting to Be Held on September 13, 2016:
This Proxy Statement, the form of proxy and the Company’s 2015 Annual Report to Stockholders are available for review on
the Internet at www.ir.xcelbrands.com/annuals-proxies.

Your Vote is Important 
Please vote as promptly as possible by signing, dating and returning the enclosed Proxy Card. 

You may also vote by attending the Annual Meeting and voting in person.
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OUTSTANDING STOCK AND VOTING RIGHTS

Only holders of the Company’s common stock at the close of business on July 20, 2016 (the “Record Date”) are entitled to receive
notice  of  and  to  vote  at  the  Annual  Meeting.  As  of  the  Record  Date,  the  Company  had  18,671,969  shares  of  common  stock
outstanding.  Each  share  of  common  stock  is  entitled  to  one  vote  on  all  matters.  There  are  no  cumulative  voting  rights.  As  of  the
Record Date, the Company had no shares of preferred stock outstanding.

VOTING PROCEDURES

Quorum.   A quorum is present if a majority of the shares entitled to vote at the Annual Meeting are present in person or represented
by proxy at the Annual Meeting. Abstentions and “broker non-votes” (i.e., when a broker does not have discretionary authority to vote
on a specific issue) are counted as present for purposes of determining a quorum.

Vote  Required  and  Abstentions  and  Broker  Non-Votes.   The  table  below  summarizes  the  votes  required  for  approval  of  each
matter to be brought before the Annual Meeting, as well as the treatment of abstentions and broker non-votes. If you sign and return a
proxy but do not specify how you want your shares voted, your shares will be voted FOR the director nominees and FOR the other
proposals listed below.

    
 Proposal  Vote Required for Approval of Each Item  Abstentions  Broker Non-Votes

I

 

Election of Directors

 

Each director shall be elected by a
majority of the votes of the shares present
in person or represented by proxy at the
Annual Meeting and entitled to vote on
the election of directors.  

Counted as
“against”

 

No effect on this proposal.

II

 

Approval of the Third
Amended and Restated
Equity Incentive Plan

 

The affirmative vote of a majority of
shares present in person or represented
by proxy at the Annual Meeting and
entitled to vote on Proposal II is required
to approve this proposal.*  

Counted as
“against”

 

No effect on this proposal.

III

 

Ratification of
Appointment of Auditors

 

The affirmative vote of a majority of
shares present in person or represented
by proxy at the Annual Meeting and
entitled to vote on Proposal III is required
to approve this proposal.  

Counted as
“against”

 

Not applicable since
brokers have discretionary
authority to vote on this
proposal.

* Under
NASDAQ
rules,
the
affirmative
vote
of
a
majority
of
the
votes
cast
is
the
minimum
required
vote
to
approve
this
proposal.

Please note that brokers may not use discretionary authority to vote shares on Proposals I and II if they have not received instructions
from their clients. Please vote your proxy or deliver instructions to your broker so your vote can be counted.

The approval of any other business as may properly come before the Annual Meeting, or any postponement or adjournment thereof,
will require the affirmative vote of a majority of shares present in person or represented by proxy at the Annual Meeting and entitled to
vote on such proposal.

Discretionary Voting Power.   The Board is not aware of any matters other than those set forth in this proxy statement that will be
presented  for  action  at  the  Annual  Meeting.  However,  if  any  other  matter  should  properly  come  before  the  Annual  Meeting,  the
persons authorized by the accompanying proxy will vote and act with respect thereto in what, according to their judgment, is in the
best interests of the Company and its stockholders. If any nominee is unable (or for whatever reason declines) to serve as a director at
the time of the Annual Meeting, proxies may be voted for the election of a qualified substitute nominee selected by the Board.
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PROPOSAL I 
ELECTION OF DIRECTORS

The Company’s  Certificate  of  Incorporation,  as  amended,  provides  for  the  annual  election  of  all  of  its  directors.  Currently,  at  each
Annual Meeting of Stockholders, directors are elected to serve until the next Annual Meeting of Stockholders and until their respective
successors are elected and qualified or until  his or her successor has been duly elected and qualified.  Each director nominee named
below, who is presently a member of the Company’s Board, has indicated to the Board that he or she will be available to serve on the
Board if elected. All nominees have been recommended by the Company’s Nominating Committee.

The following table  sets  forth  the  name,  age  and principal  occupation  of  the  nominees  for  election  at  this  Annual  Meeting  and the
length of continuous service as a director of the Company. In addition to the information presented below regarding each director’s
specific experience, qualifications, attributes and skills that led our Board to the conclusion that he or she should serve as a director,
we also believe that  all  of  our  directors  have a  reputation  for  integrity,  honesty and adherence to  high ethical  standards.  They each
have demonstrated business acumen and an ability to exercise sound judgment, as well as a commitment of service to XCel Brands
and our Board.

   

Name  Age  Principal Occupation or Employment  
Director 

Since
Robert W. D’Loren

 
58

 
Chairman of the Board of Directors and Chief Executive Officer
and President  

2011

Benjamin Malka  54  Director  2014
Mark DiSanto  54  Director  2011
Michael R. Francis  53  Director  2015
Richard Kirschenbaum  64  Director  2016
Edward Jones, III  68  Director  2011
Howard Liebman  73  Director  2011

Robert  D’Loren has  been  the  Chairman  of  our  Board  and  our  Chief  Executive  Officer  and  President  since  September  2011.  Mr.
D’Loren  has  been  an  entrepreneur,  innovator  and  pioneer  of  the  consumer  branded  products  industry  for  the  past  35  years.  Mr.
D’Loren has spearheaded the Company’s omni-channel platform, connecting the channels of digital,  brick-and-mortar,  social  media
and direct-response television to create a single customer view and brand experience for Xcel’s brands. He served as Chairman and
CEO of IPX Capital, LLC and its subsidiaries, a consumer products investment company, from 2009 to 2011. He continues to serve as
IPX Capital LLC’s Chairman.

Prior to the Company, from June 2006 to July 2008, Mr. D’Loren was a director, President and CEO of NexCen Brands, Inc., a global
brand  acquisition  and  management  company  with  holdings  that  included  The  Athlete’s  Foot,  Waverly  Home,  Bill  Blass,
MaggieMoo’s, Marble Slab Creamery, Pretzel Time, Pretzelmaker, Great American Cookies, and The Shoe Box.

From 2002 to 2006, Mr. D’Loren’s work among consumer brands continued as President and CEO of UCC Capital Corporation, an
intellectual property investment company where he invested in the consumer branded products, media and entertainment sectors. From
1997 to  2002,  Mr.  D’Loren  founded  and  acted  as  President  and  Chief  Operating  Officer  of  CAK Universal  Credit  Corporation,  an
intellectual property finance company. Mr. D’Loren’s total career debt and equity investments in over 30 entertainment and consumer
branded  products  companies  have  exceeded  $1.0  billion.  In  1985,  he  founded  and  served  as  President and  CEO  of  the  D’Loren
Organization, an investment and restructuring firm responsible for over $2 billion of transactions. Mr. D’Loren has also served as an
asset manager for Fosterlane Management, as well as a manager with Deloitte.

Mr. D’Loren has served on the Board of Directors for Iconix Brand Group, Longaberger Company, Business Loan Center and as a
board  advisor  to  The  Athletes  Foot  and  Bill  Blass,  Ltd.  He  also  serves  on  the  board  of  directors  for  the  Achilles  Track  Club
International.  Mr. D’Loren is a Certified Public Accountant and holds an M.S. degree from Columbia University and a B.S. degree
from New York University.
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Benjamin Malka has served as a member of our Board since June 2014. Since August 2011, Mr. Malka has been the Chief Executive
Officer  of  Halston  Operating  Company,  LLC,  a  designer,  manufacturer  and  distributor  of  apparel,  leather  goods,  footwear  and
accessories.  From  September  2001  through  July  2011,  Mr.  Malka  was  President  of  BCBG  Max  Azria  Group,  Inc.,  a  designer,
manufacturer and distributor of apparel, leather goods, footwear and accessories.

Mark DiSanto has served as a member of our Board since October 2011. Since 1988, Mr. DiSanto has served as the Chief Executive
Officer  of  Triple  Crown Corporation,  a  regional  real  estate  development  and  investment  company  with  commercial  and  residential
development  projects  exceeding  1.5  million  square  feet.  Mr.  DiSanto  received  a  degree  in  business  administration  from  Villanova
University’s College of Commerce and Finance, a J.D. degree from the University of Toledo College of Law and an M.S. degree in
real estate development from Columbia University.

Michael R. Francis has served as a member of our Board since June 2015. Mr. Francis is founder and CEO of Fairview Associates,
LLC, a retail and branding consultancy. From February 2012 to December 2015, Mr. Francis served as the Chief Global Brand Officer
of DreamWorks Animation SKG, which creates world-class entertainment,  including animated feature films,  television specials  and
series,  and  live-entertainment  properties  for  audiences  around  the  world.  During  this  tenure  with  DreamWorks,  Mr.  Francis  was
responsible for global consumer products, retail, brand strategy, creative design, location-based entertainment, digital, publishing and
franchise development. From November 2010 to June 2011, Mr. Francis served as the President of J.C. Penney Company, Inc., one of
the largest department store operators in the United States. Prior to November 2010, Mr. Francis spent more than 26 years with Target
Corporation, an American retailing company and the second-largest discount retailer in the United States, in various roles including
Executive  Vice  President  and  Global  Chief  Marketing  Officer.  Mr.  Francis  has  a  B.A.  degree  in  international  studies  from  the
University of Michigan.

Richard Kirschenbaum has served as a member of our Board since August 20165. Mr. Kirschenbaum has 35 years’ experience in the
footwear business. He transformed a small family business into a multi-brand regional footwear and accessories chain, The Shoe Box.
Mr. Kirschenbaum has been the CEO of The Shoe Box, Inc. since 1984.

Edward Jones, III has served as a member of our Board since October 2011. His career in the fashion industry has spanned over 35
years. Mr. Jones began his career in retail in Dallas, Texas with Hartmarx. Mr. Jones then moved on to Neiman Marcus where he spent
five years in various men’s merchandising and buying positions. In his career, Mr. Jones has held senior executive positions in major
companies, including as CEO (Perry Ellis Men’s, Women’s & International, Segrets Inc., GM Design Inc.), President (Calvin Klein,
Esprit,  Haggar  Women’s),  Director  International  Licensing  (Perry  Ellis, Calvin  Klein),  Creative  Director  (Haggar  Women’s),  and
Chief  Merchandising  Officer  (Haggar  Men’s  & Women’s).  For  the  past  five  years,  he  has  been  active  as  an  advisor  in  the  fashion
apparel, accessory and footwear markets in numerous brand and company strategies and M&A assignments. During this period, he has
participated in the review and analysis of over 60 companies or brands and has advised on brand and business model strategy in over
half of these companies and brands.

Howard Liebman has served as a member of our Board since October 2011. He was President, Chief Operating Officer and a director
of Hobart West Group, a provider of national court reporting and litigation support services, from 2007 until the sale of the business in
2008. Mr. Liebman served as a consultant to Hobart from 2006 to 2007. Mr. Liebman was President,  Chief Financial  Officer and a
director of Shorewood Packaging Corporation, a multinational manufacturer of high-end value-added paper and paperboard packaging
for the entertainment, tobacco, cosmetics and other consumer products markets. Mr. Liebman joined Shorewood in 1994 as Executive
Vice President and Chief Financial Officer and served as its President from 1999 until Shorewood was acquired by International Paper
in 2000. Mr. Liebman continued as Executive Vice President of Shorewood until his retirement in 2005. Mr. Liebman is a Certified
Public Accountant and was an audit partner with Deloitte and Touche, LLP (and its predecessors) from 1974 to 1994.
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Directors’ Qualifications

In furtherance of our corporate governance principles, each of our directors brings unique qualities and qualifications to our Board. We
believe  that  all  of  our  directors  have  a  reputation  for  honesty,  integrity,  and  adherence  to  high  ethical  standards.  They  each  have
demonstrated business acumen, leadership and an ability to exercise sound judgment, as well as a commitment to serve the Company
and our Board. The following descriptions demonstrate the qualifications of each director:

Robert D’Loren has extensive experience in and knowledge of the licensing and commercial business industries and financial markets.
This  knowledge  and  experience,  including  his  experience  as  director,  president  and  chief  executive  officer  of  a  global  brand
management  company,  provide  us  with  valuable  insight  to  formulate  and  create  our  acquisition  strategy  and  how  to  manage  and
license acquired brands.

Mark DiSanto has considerable experience in building and running businesses and brings his strong business acumen to the Board.

Michael R. Francis brings extensive senior level experience in the media and retail industries, as well as relationships in the media
and retail industries.

Edward  Jones,  III brings  over  35  years  of  experience  in  the  fashion  industry,  as  well  as  relationships  in  the  fashion  and  apparel
industries.

Howard Liebman brings comprehensive knowledge of accounting, the capital markets, mergers and acquisitions, financial reporting
and  financial  strategies  from  his  extensive  public  accounting  experience  and  prior  service  as  Chief  Financial  Officer  of  a  public
company.

Benjamin Malka brings extensive senior level experience in the fashion and apparel industries, as well as relationships in the fashion
and apparel industries.

Richard  Kirschenbaum has  extensive  knowledge  and  experience  in  the  footwear,  retail  and  branded  consumer  sector,  through  his
extensive  career.  Mr.  Kirschenbaum also  brings  relationships  with  various  retailers  and  industry  insiders  in  the  consumer  products
sector.

THE  BOARD  OF  DIRECTORS  RECOMMENDS  THAT  STOCKHOLDERS  VOTE  “FOR”  THE  ELECTION  OF  THE
NOMINEES SPECIFIED ABOVE.
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CORPORATE GOVERNANCE

The Board of Directors and Director Independence

The Board currently consists of seven members. The Board has determined that Messrs. Liebman, Jones, Francis and DiSanto meet the
director  independence  requirements  under  the  applicable  listing  rules  of  The  NASDAQ  Stock  Market  LLC  (“NASDAQ”).  Each
current  member  of  the  Audit  Committee,  Compensation  Committee,  and  Nominating  Committee  is  independent  and  meets  the
applicable  rules  and  regulations  regarding  independence  for  such  committee,  including  those  set  forth  in  the  applicable  NASDAQ
rules, and each member is free of any relationship that would interfere with his individual exercise of independent judgment.

Leadership Structure

Currently,  our  Board  believes  our  current  leadership  structure,  where  our  Chief  Executive  Officer  also  serves  as  our  Chairman,
provides the most efficient and effective leadership model by enhancing the Chairman and Chief Executive Officer’s ability to provide
insight and direction of business strategies and plans to both our Board and management. Our Board believes our business strategies
are  best  served  if  the  Chairman  is  also  a  member  of  our  management  team.  The  Board  believes  that  a  single  person,  acting  in  the
capacities  of  Chairman  and  Chief  Executive  Officer,  provides  unified  leadership  and  focus.  We  do  not  have  a lead  independent
director;  however,  all  of  our  Board  committees  are  comprised  of  independent  directors.  We  believe  the  independent  nature  of  our
Board committees, as well as the practice of our independent directors to meet in executive session without Mr. D’Loren and the other
members  of  our  management  present,  ensures  that  our  Board  maintains  a  level  of  independent  oversight  of  management  that  is
appropriate for the Company.

Board Oversight of Risk

The  Board’s  role  in  the  Company’s  risk  oversight  process  includes  receiving  regular  reports  from  members  of  the  executive
management team on areas of material risk to the Company, including operational, financial, legal, regulatory, strategic, transactional
and reputational risks. The full Board receives these reports from the appropriate “risk owner” within the organization to enable it to
understand our risk identification, risk management and risk mitigation strategies.

Board Committees

The  Board  has  three  standing  committees:  (i)  the  Audit  Committee;  (ii)  the  Compensation  Committee;  and  (iii)  the  Nominating
Committee.  The  committees  are  comprised  solely  of  persons  who  meet  the  definition  of  an  “independent  director”  under  the
NASDAQ  Listing  Rules.  In  addition,  the  Board  has  determined  that  each  member  of  the  Audit  Committee  meets  NASDAQ
independence  requirements  applicable  to  members  of  an  audit  committee.  The  Board  has  also  determined  that  members  of  the
Compensation  Committee  meet  additional  independence  requirements  under  the  NASDAQ  Listing  Rules  for  members  of  a
compensation committee.

The Audit Committee, Nominating Committee and Compensation Committee operate under written charters adopted by the Board. A
copy  of  our  Nominating  Committee  Charter,  Audit  Committee  Charter  and  Compensation  Committee  Charter  are  available  on  our
website,  at  the  following  address: www.ir.xcelbrands.com/corporate-governance
 .  Information  on  our  website  does  not  constitute  a
part of this proxy statement.

Audit Committee

The Board has appointed an Audit  Committee  which consists  of  Messrs.  Liebman,  Francis,  and DiSanto.  Each of  such persons has
been  determined  to  be  an  “independent  director”  under  the  applicable  NASDAQ  and  Securities  and  Exchange  Commission  (the
“SEC”) rules, which is the independence standard that was adopted by our Board. The Board has determined that Mr. Liebman meets
the  requirements  to  serve  as  the  Audit  Committee  Financial  Expert  by  the  Board.  The  Audit  Committee  operates  under  a  written
charter adopted by our Board. The Audit Committee held four meetings during 2015.
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The  Audit  Committee  assists  the  Board  by  providing  oversight  of  our  accounting  and  financial  reporting  processes,  appoints  the
independent  registered  public  accounting  firm,  reviews  with  the  registered  independent  registered  public  accounting  firm the  scope
and results  of  the  audit  engagement,  approves  professional  services  provided by the  independent  registered  public  accounting  firm,
reviews the independence of the independent registered public accounting firm, considers the range of audit  and non-audit  fees and
reviews the adequacy of internal accounting controls.

Nominating Committee

The  Board  has  appointed  a  Nominating  Committee  consisting  of  Messrs.  DiSanto  and  Jones.  Each  of  such  persons  has  been
determined  to  be  an  “independent  director”  under  the  applicable  NASDAQ  rules.  The  Board  has  adopted  a  written  Nominating
Committee Charter that sets forth the Nominating Committee’s responsibilities. The Nominating Committee held one meeting during
2015.

The  Nominating  Committee  considers  nominees  recommended  by  the  Company’s  stockholders  provided  that  the  recommendation
contains  sufficient  information  for  the  independent  directors  to  assess  the  suitability  of  the  candidate,  including  the  candidate’s
qualifications,  name,  age,  business  and  residential  address.  Candidates  recommended  by  stockholders  that  comply  with  these
procedures  will  receive  the  same  consideration  that  candidates  recommended  by  the  Nominating  Committee  receive.  Such
recommendation must also comply with the “Consideration of Director Nominees” provision below.

Compensation Committee

The  Board  has  appointed  a  Compensation  Committee  consisting  of  Messrs.  DiSanto  and  Jones.  Each  of  such  persons  has  been
determined  to  be  an  “independent  director”  under  the  applicable  NASDAQ  rules.  The  Board  has  adopted  a  written  Compensation
Committee  Charter  that  sets  forth  the  Compensation  Committee’s  responsibilities.  The  Compensation  Committee  is  responsible  for
determining all forms of compensation for our executive officers, and establishing and maintaining executive compensation practices
designed  to  enhance  long-term  stockholder  value.  The  Compensation  Committee  held  one  meeting  during  2015.  In  addition, the
Compensation Committee took action by unanimous consent in lieu of meetings.

Process and Procedures for Considering and Determining Executive and Director Compensation

Among other things, the Compensation Committee has the authority and responsibility under its charter to:

Approve our compensation philosophy.

Formulate, evaluate, and approve compensation for our officers, as defined in Section 16 of the Securities Exchange Act of 1934 (the
“Exchange Act”) and the rules and regulations promulgated therein.

Formulate, approve, and administer cash incentives and deferred compensation plans for executives. Cash incentive plans are based on
specific performance objectives defined in advance of approving and administering the plan.

Oversee and approve all compensation programs involving the issuance of our stock and other equity securities.

Review executive supplementary benefits, as well as retirement, benefit, and special compensation programs involving significant cost
to us, as necessary and appropriate.

Oversee funding for all executive compensation programs.

Review compensation practices  and trends of  other  companies  to assess the adequacy of  our executive  compensation programs and
policies.

Secure the services of external compensation consultants or other experts, as necessary and appropriate. These services, as required,
will be paid from funds provided by the Company. This system is designed to ensure the independence of such external advisors.

Approve employment contracts, severance agreements, change in control provisions, and other compensatory arrangements with our
executives.
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Role of Chief Executive Officer in Recommending Executive Compensation

The  Compensation  Committee  makes  all  compensation  decisions  related  to  our  named  executive  officers.  However,  our  Chief
Executive  Officer  regularly  provides  information  and recommendations  to  the  Compensation  Committee  on the  performance  of  the
executive officers and appropriate levels and components of compensation, including equity grants as well as other information as the
Compensation Committee may request.

Compensation Goals

Our compensation policies are intended to achieve the following objectives:

Reward executives  and employees  for  their  contributions  to our  growth and profitability,  recognize  individual  initiative,  leadership,
achievement, and other valuable contributions to our Company.

Link  a  portion  of  the  compensation  of  officers  and  employees  with  the  achievement  of  our  overall  performance  goals,  to  ensure
alignment with our strategic direction and values, and to ensure that individual performance is directed towards the achievement of our
collective goals.

Enhance alignment of individual performance and contribution with long-term stockholder value and business objectives by providing
equity awards.

Motivate  and provide incentives  to our  named executive  officers  and employees  to continually  contribute  superior  job performance
throughout the year; and

Obtain  and  retain  the  services  of  skilled  employees  and  executives  so  that  they  will  continue  to  contribute  to  and  be  a  part  of  our
longterm success.

Compensation programs and policies are reviewed and approved annually but could be adjusted more frequently if determined by the
Compensation  Committee.  Included  in  this  process  is  establishing  the  goals  and  objectives  by  which  employee  and  executive
compensation  is  determined.  Executive  officers’  performance  is  evaluated  in  light  of  these  performance  goals  and  objectives.  The
Compensation Committee consults the Chief Executive Officer on the performance of other company executives.

Compensation Surveys and Compensation Consultants

In  determining  compensation  levels,  we  review  compensation  levels  of  companies  that  we  deem  to  be  similar  to  our  Company
regardless of their location, competitive factors to enable us to attract executives from other companies, and compensation levels that
we deem appropriate to retain and motivate our executives.  From time to time, we retain the services of independent compensation
consultants  to  review  a  wide  variety  of  factors  relevant  to  executive  compensation,  trends  in  executive  compensation  and  the
identification of relevant peer companies. The Compensation Committee makes all determinations regarding the engagement, fees and
services of our compensation consultants, and our compensation consultants report directly to our Compensation Committee.

Board and Committee Meetings and Attendance at Annual Meeting of Stockholders

During  the  fiscal  year  ended  December  31,  2015,  the  Board  held  three  meetings.  In  addition,  the  Board  took  action  by  unanimous
written  consent  in  lieu  of  meetings.  During  2015,  each  of  the  Company’s  directors  attended  at  least  seventy-five  percent  of  the
aggregate of: (i) the total number of meetings of the Board; and (ii) the total number of meetings of all Board committees on which
they served.

The  Company’s  current  policy  strongly  encourages  that  all  of  its  directors  attend  all  Board  and  committee  meetings  and  the
Company’s Annual Meeting of Stockholders, absent extenuating circumstances that would prevent their attendance.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

To our knowledge, based solely on a review of Forms 3 and 4 and any amendments thereto furnished to our Company pursuant to Rule
16a-3(e) under the Exchange Act, or representations that no Forms 5 were required, all Section 16(a) filing requirements applicable to
our  officers,  directors  and beneficial  owners  of  more  than  10% of  our  equity  securities  were  timely  filed  except  that  each  of  Mark
DiSanto,  Jack  Dweck,  Edward Jones,  III,  Howard Liebman,  Benjamin  Malka,  Isaac  Mizrahi,  Marissa  Gardini  and Trafalet  Brokaw
Capital Management, LP did not timely file a Form 4 for one transaction and Benjamin Malka and Buckingham Capital Management,
Inc. did not timely file a Form 3 during the fiscal year ended December 31, 2015.

CODE OF ETHICS

On  September  29,  2011,  we  adopted  a  Code  of  Ethics  that  applies  to  our  officers,  employees,  and  directors,  including  our  Chief
Executive  Officer,  Chief  Financial  Officer  and  senior  executives.  Our  Code  of  Ethics  can  be  accessed  on  our  website,
www.ir.xcelbrands.com/corporate-governance
.

COMMUNICATIONS WITH THE BOARD

The  Board,  through  its  Nominating  Committee,  has  established  a  process  for  stockholders  to  send  communications  to  the  Board.
Stockholders may communicate with the Board individually or as a group by writing to: The Board of Directors of XCel Brands, Inc.
c/o the Secretary, 1333 Broadway, 10 th Floor, New York, NY 10018. Stockholders should identify their communication as being from
an XCel Brands, Inc. stockholder. The Secretary may require reasonable evidence that the communication or other submission is made
by a stockholder before transmitting the communication to the Board.

CONSIDERATION OF DIRECTOR NOMINEES

Stockholders wishing to recommend director candidates to the Nominating Committee must submit their recommendations in writing
to the Nominating Committee, c/o Secretary, XCel Brands, Inc., 1333 Broadway, 10 th Floor, New York, NY 10018.

The  Nominating  Committee  considers  nominees  recommended  by  the  Company’s  stockholders  provided  that  the  recommendation
contains  sufficient  information  for  the  independent  directors  to  assess  the  suitability  of  the  candidate,  including  the  candidate’s
qualifications,  name,  age,  business  and  residential  address.  Candidates  recommended  by  stockholders  that  comply  with  these
procedures  will  receive  the  same  consideration  that  candidates  recommended  by  the  Nominating  Committee  receive.  Such
recommendation must also state the name of the stockholder who is submitting it. In addition, it must include information regarding
the  recommended  candidate  relevant  to  a  determination  of  whether  the  recommended  candidate  would  be  barred  from  being
considered  independent  under  the  NASDAQ  rules,  or,  alternatively,  a  statement  that  the  recommended  candidate  would  not  be  so
barred. Each nomination is also required to set forth a representation that the stockholder making the nomination is a holder of record
of capital stock of the Company entitled to vote at such meeting and intends to appear in person or by proxy at the meeting to vote for
the person or persons nominated; a description of all arrangements and understandings between the stockholder and each nominee and
any other person or persons (naming such person or persons) pursuant to which the nomination was made by the stockholder;  such
other information regarding each nominee proposed by such stockholder as would be required to be included in a proxy statement filed
pursuant  to the proxy rules of the Commission had the nominee been nominated by the Board; and the consent of each nominee to
serve  as  a  director  of  the  Company  if  so  elected.  A nomination  which  does  not  comply  with  the  above  requirements  or  that  is  not
received by the deadline referred to below will not be considered.

The  qualities  and  skills  sought  in  prospective  members  of  our  Board  will  be  determined  by  our  independent  directors.  Generally,
director  candidates  must  be  qualified  individuals  who,  if  added  to  our  Board,  would  provide  the  mix  of  director  characteristics,
experience, perspectives and skills appropriate for the Company. Criteria for selection of candidates will include, but not be limited to:
(i)  business  and  financial  acumen,  as  determined  by  the  committee  in  its  discretion,  (ii)  qualities  reflecting  a  proven  record  of
accomplishment and ability to work with others, (iii) knowledge of the Company’s industry, (iv) relevant experience and
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knowledge  of  corporate  governance  practices,  and  (v)  expertise  in  an  area  relevant  to  the  Company.  Such  persons  should  not  have
commitments that would conflict with the time commitments of a director of the Company.

DEADLINE AND PROCEDURES FOR SUBMITTING BOARD NOMINATIONS

Our By-Laws requires a stockholder wishing to nominate a candidate for election to our Board at a meeting of our stockholders to give
written notice, containing the required information specified below, that must be delivered to or mailed and received by our Secretary
at our principal executive offices (currently located at 1333 Broadway, 10 th Floor, New York, NY 10018), not earlier than the close of
business on the 120 th calendar day, and not later than the close of business on the 90 th calendar day, prior to the first anniversary of
the immediately preceding year's annual meeting of stockholders; provided, however, that in the event that no annual meeting was held
in the previous year or the annual meeting is called for a date that is more than 30 calendar days earlier or more than 60 calendar days
later than such anniversary date, notice by the stockholder in order to be timely must be so delivered or received no earlier than the
close of business on the 120 th calendar day prior to the date of such annual meeting and not later than the close of business on the later
of the 90 th calendar day prior to the date of such annual meeting or, if the first public disclosure of the date of such annual meeting is
made or given to stockholders less than 100 calendar days prior to the date of such annual meeting, the 10 th calendar day following
the earlier of (i) the day on which such notice of the date of the meeting was mailed to stockholders or (ii) the day on which public
disclosure of the date of such annual meeting is first made by the Company.

Any such notice must set forth in writing the following:

(a) as to each person whom the stockholder proposes to nominate for election or reelection as a director (i) the name, age, business
address and residence address of such person; (ii) the principal occupation and employment of such person; (iii) the class and series
and number  of  shares  of  each  class  and series  of  capital  stock  of  the  Company which are  owned beneficially  or  of  record  by  such
person (which information shall be supplemented not later than ten calendar days after the record date for the meeting to disclose such
ownership as of the record date for the meeting; (iv) such person’s executed written consent to being named in the proxy statement as
a nominee and to serving as a director if elected; (v) all information relating to such person that would be required to be disclosed in a
proxy statement  or  other  filings  required to  be made with the SEC in connection with the solicitation of  proxies  for  the election of
directors in a contested election pursuant to Section 14 of the Exchange Act (or pursuant to any law or statute replacing such section),
and  the  rules  and  regulations  promulgated  thereunder;  (vi)  a  description  of  all  direct  and  indirect  compensation  and  other  material
monetary agreements, arrangements and understandings during the past three years, and any other material relationships, between or
among such person being nominated, on the one hand, and the stockholder and (A) any person controlling, directly or indirectly,  or
acting in concert  with,  such stockholder,  (B) any beneficial  owner of securities  of the Company owned of record or beneficially by
such stockholder, and (C) any person controlling,  controlled by or under common control with a stockholder associated person (the
“Stockholder  Associated  Person”),  on  the  other  hand,  including,  without  limitation  all  information  that  would  be  required  to  be
disclosed pursuant to Item 404 promulgated under Regulation S-K of the Exchange Act if the stockholder making the nomination and
any Stockholder Associated Person were the “registrant” for purposes of such rule and the person being nominated were a director or
executive officer of such registrant; and (vii) the information and agreement required under Section 16 of the By-Laws; and

(b) as to the stockholder giving the notice (i) the name and record address of such stockholder, as they appear on the Company's stock
ledger,  and the name and address  of  any Stockholder  Associated Person;  (ii)  (A) the class  and series  and number of  shares  of  each
class  and  series  of  capital  stock  of  the  Company  which  are,  directly  or  indirectly,  owned  beneficially  and/or  of  record  by  such
stockholder or any Stockholder Associated Person, documentary evidence of such record or beneficial ownership, and the date or dates
such shares were acquired and the investment intent at the time such shares were acquired, (B) any derivative instrument directly or
indirectly owned beneficially by such stockholder or any Stockholder Associated Person and any other direct or indirect right held by
such stockholder or any Stockholder Associated Person to profit from, or share in any profit derived from, any increase or decrease in
the  value  of  shares  of  the  Company,  (C)  any  proxy,  contract,  arrangement,  understanding,  or  relationship  pursuant  to  which  such
stockholder or any Stockholder Associated Person has a right to vote any shares of any security of the Company, (D) any short
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interest indirectly or directly held by such stockholder or any Stockholder Associated Person in any security issued by the Company,
(E)  any  rights  to  dividends  on  the  shares  of  the  Company  owned  beneficially  by  such  stockholder  or  any  Stockholder  Associated
Person  that  are  separated  or  separable  from  the  underlying  shares  of  the  Company,  (F)  any  proportionate  interest  in  shares  of  the
Company or derivative instruments held, directly or indirectly, by a general or limited partnership in which such stockholder or any
Stockholder Associated Person is a general partner or, directly or indirectly, beneficially owns an interest in a general partner, and (G)
any performance-related fees (other than an asset-based fee) that such stockholder or any Stockholder Associated Person is entitled to
based on any increase or decrease in the value of shares of the Company or derivative instruments, if any, as of the date of such notice,
including  without  limitation  any  such  interests  held  by  members  of  such  stockholder’s  or  any  Stockholder  Associated  Person’s
immediate family sharing the same household (which information shall, in each case, be supplemented by such stockholder and any
Stockholder Associated Person not later  than 10 calendar days after  July 20, 2016 for the meeting to disclose such ownership as of
July  20,  2016);  (iii)  a  description  of  all  arrangements  or  understandings  between  such  stockholder  or  any  Stockholder  Associated
Person  and  each  proposed  nominee  and  any  other  person  or  persons  (naming  such  person  or  persons)  pursuant  to  which  the
nomination(s) are to be made by such stockholder; (iv) any material interest of such stockholder or any Stockholder Associated Person
in the election of such proposed nominee, individually or in the aggregate, including any anticipated benefit to the stockholder or any
Stockholder  Associated Person therefrom;  (v)  a  representation  that  such stockholder  is  a  holder  of  record  of  stock of  the  Company
entitled  to  vote  at  such  meeting  and  that  such  stockholder  intends  to  appear  in  person  or  by  proxy  at  the  meeting  to  nominate  the
person  or  persons  named in  its  notice;  (vi)  a  representation  from the  stockholder  as  to  whether  the  stockholder  or  any  Stockholder
Associated Person intends or is part of a group which intends (A) to deliver a proxy statement and/or form of proxy to holders of at
least  the  percentage  of  the  Company’s  outstanding  capital  stock  required  to  elect  the  person  proposed  as  a  nominee  and/or  (B)
otherwise  to  solicit  proxies  from stockholders  in  support  of  the  election  of  such  person;  (vii)  whether  and  the  extent  to  which  any
agreement, arrangement or understanding has been made, the effect or intent of which is to increase or decrease the voting power of
such stockholder or such Stockholder Associated Person with respect to any shares of the capital stock of the Company, without regard
to  whether  such  transaction  is  required  to  be  reported  on  a  Schedule  13D  or  other  form  in  accordance  with  Section  13(d)  of  the
Exchange  Act  or  any  successor  provisions  thereto  and  the  rules  and  regulations  promulgated  thereunder;  and  (viii)  any  other
information  relating  to  such  stockholder  and  any  Stockholder  Associated  Person  that  would  be  required  to  be  disclosed  in  a  proxy
statement or other filings required to be made with the SEC in connection with solicitations of proxies for the election of directors in a
contested election pursuant to Section 14 of the Exchange Act (or pursuant to any law or statute replacing such section) and the rules
and  regulations  promulgated  thereunder.  In  addition  to  the  information  required  above,  the  Company  may  require  any  proposed
nominee  to  furnish  such  other  information  as  may  reasonably  be  required  by  the  Company  to  determine  the  eligibility  of  such
proposed  nominee  to  serve  as  an  independent  director  of  the  Company  or  that  could  be  material  to  a  reasonable  stockholder’s
understanding of the independence, or lack thereof, of such nominee.
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COMPENSATION OF DIRECTORS

Director Compensation in Fiscal 2015

We pay our non-employee directors $3,000 for each Board and committee meeting attended, up to a maximum of $12,000 per year for
Board  meetings  and  up  to  a  maximum  of  $12,000  per  year  for  committee  meetings,  except  that  the  chairman  of  each  committee
receives $4,000 for each such committee meeting attended, up to a maximum of $16,000 per year.

The following table sets forth information with respect to each non-employee director's compensation for the year ended December 31,
2015.

   

Name  

Fees Earned 
or Paid in 

Cash  
Stock 

Awards  Total
Mark DiSanto (1)  $ 26,000  $ 90,000  $ 116,000 
Edward Jones, III (1)  $ 12,000  $ 90,000  $ 102,000 
Howard Liebman (1)  $ 25,000  $ 90,000  $ 115,000 
Benjamin Malka (1)  $ 9,000  $ 90,000  $ 99,000 
Michael R. Francis (2)  $ 12,000  $ 675,000  $ 687,000 
Richard Kirschenbaum (3)  $ —  $ —  $ — 

(1) On April 1, 2015, each non-employee director was granted 10,000 shares of restricted stock pursuant to the terms and conditions of
the 2011 Plan. Such shares of restricted stock will vest evenly over two years, whereby 50% vested on March 31, 2016 and 50%
shall vest on March 31, 2017. Notwithstanding the foregoing, each grantee may extend the vesting date of all or a portion of the
restricted shares by six months and, thereafter one or more times may further extend such date with respect to all or a portion of the
restricted shares until the next following September 30 or March 31, as the case may be. The grant date fair value of the shares was
$9.00  per  share.  The  dollar  amounts  shown represent  the  grant  date  fair  value  of  the  restricted  stock  awards  granted  during  the
applicable fiscal year calculated in accordance with ASC Topic 718. Mr. Slater resigned from the board of directors on August 9,
2016.

(2) On June 2, 2015, Michael R. Francis was appointed as a non-employee director. On June 3, 2015, Mr. Francis was granted 75,000
shares  of  restricted  stock pursuant  to the terms and conditions of  the 2011 Plan.  Such shares  of  restricted stock will  vest  evenly
over three years, whereby 33.33% vested on May 31, 2016 and an additional 33.33% shall vest on each of May 31, 2017, and May
31, 2018, respectively. Notwithstanding the foregoing, Mr. Francis may extend the vesting date of all or a portion of the restricted
shares by six months and, thereafter one or more times may further extend such date with respect to all or a portion of the restricted
shares until the next following November 30 or May 31, as the case may be. The grant date fair value of the shares was $9.00 per
share.  The dollar  amounts  shown represent  the  grant  date  fair  value  of  the  restricted  stock awards  granted during the  applicable
fiscal year calculated in accordance with ASC Topic 718.

(3) Mr. Kirschenbaum joined the Board in August 2016.
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EXECUTIVE OFFICERS

All officers serve at the direction of our Board. The Board appoints our officers.

In fiscal  2015,  Mr.  Robert  W. D’Loren served as  our Chief  Executive Officer  and President.  In addition to Mr.  D’Loren,  our  other
executive officers are as follows:

James Haran has  been  our  Chief  Financial  Officer  since  September  2011.  Mr.  Haran  served  as  CFO of  IPX Capital,  LLC and  its
related subsidiaries,  from June 2008 to September 2011. Mr. Haran was the Executive Vice President,  Capital  Markets  for NexCen
Brands,  Inc.  from  2006  to  May  2008  and  Chief  Financial  Officer  and  Chief  Credit  Officer  for  UCC  Capital  Corporation,  and  its
predecessor  company,  CAK Universal  Credit  Corp.,  from 1998  to  2006.  Prior  to  joining  UCC,  Mr.  Haran  was  a  partner  at  Sidney
Yoskowitz and Company P.C., a registered diversified certified public accounting firm. During his tenure, which began in 1987, his
focus was on real estate and financial services companies. Mr. Haran is a Certified Public Accountant and holds a B.S. degree from
State University of New York at Plattsburgh.

Joe Falco has been our Chief Operating Officer and President of the Mizrahi brands since September 2011. Mr. Falco is a merchant
with  almost  two  decades  of  experience  in  managing  lifestyle  brands  and  business  development.  Mr.  Falco  served  as  President  of
Misook, a division of HMX, from February 2010 to February 2011 as Worldwide President and Chief Merchant for Elie Tahari from
2007 to 2009 and as President of Sixty USA from 2005 to 2006. Prior to that position, Mr. Falco was Senior Vice President for Dolce
&  Gabbana  from  1998  to  2004,  where  he  was  responsible  for  North  American  development  and  operations.  Mr. Falco  started  his
career with the luxury retailer Barneys New York where he became a student of product merchandising and brand communication.

Seth  Burroughs has  been  our  Executive  Vice  President  of  Business  Development  and  Treasury  since  September  2011.  From June
2006 to  October  2010,  Mr.  Burroughs  served  as  Vice  President  of  NexCen Brands,  Inc.  Prior  to  his  role  at  NexCen,  from 2003 to
2006,  Mr.  Burroughs  served  as  Director  of  M&A  Advisory  and  Investor  Relations  at  UCC  Capital  Corporation,  an  intellectual
property  investment  company,  where  he  worked  on  a  $500  million  in  acquisitions  and  $300  million  in  specialty  financing  as  an
advisor to consumer branded products companies in the franchising and apparel industries. From 2001 to 2003, Mr. Burroughs worked
as a Senior Financial Analyst at The Pullman Group where he was involved with structuring the first securitizations of music royalties,
including the Bowie Bonds, and as a Financial Analyst at Merrill Lynch’s private client group. Mr. Burroughs received a B.S. degree
in economics from The Wharton School of Business at the University of Pennsylvania.
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EXECUTIVE COMPENSATION

Employment Agreements with Executives

Robert D’Loren

On October 1, 2014, and effective as of September 16, 2014, we entered into a three-year employment agreement with Robert D’Loren
for  him to serve as  our  Chief  Executive Officer,  referred to as  the D’Loren Employment  Agreement.  Additionally,  we will  use our
reasonable best efforts to cause Mr. D’Loren to be nominated to our Board and to serve as our Chairman of the Board during the term
of  the  D’Loren  Employment  Agreement.  Following  the  initial  three-year  term,  the  D’Loren  Employment  Agreement  will  be
automatically renewed for one year terms thereafter unless either party gives written notice of intent to terminate at least 90 days prior
to the termination of the then current term. Under the D’Loren Employment Agreement, Mr. D’Loren’s base salary is $826,500 per
annum. The Board or the Compensation Committee may approve increases (but not decreases) from time to time. Following the initial
three-year term, Mr. D’Loren’s base salary will be reviewed at least annually. Mr. D’Loren receives an allowance for an automobile
appropriate  for  his  level  of  position  and  we  pay  (in  addition  to  monthly  lease  or  other  payments)  all  of  the  related  expenses  for
gasoline, insurance, maintenance, repairs or any other costs with Mr. D’Loren’s automobile.

Bonus

Mr.  D’Loren  is  eligible  for  an  annual  cash  bonus  of  up  to  $1,500,000 for  each  calendar  year,  based  on  our  achievement  of  annual
EBITDA  targets.  The  amount  of  the  cash  bonus  will  be  a  percentage  of  5%  of  all  income  generated  by  the  trademarks  and  other
intellectual  property  owned  by  us  (the  “IP  Income”)  in  excess  of  $8,000,000  earned  and  received  by  us,  in  accordance  with  the
following schedule:

 
Annual Level of Target 
EBITDA Achieved for each 
fiscal year ending December 31, 
2011 and thereafter  

Percentage of 5% of the 
IP Income earned by the 

Company in excess of 
$8 million

0% – 49%   0%  
50% – 69%   60%  
70% – 89%   80%  
90% – 100%   100%  

Non-Competition
and
Non-Solicitation

During the term of his employment by the Company and for a one-year period after the termination of such employment (unless Mr.
D’Loren’s employment was terminated without cause or was terminated by him for good reason, in which case only for his term of
employment and a six-month period after the termination of such employment), Mr. D’Loren may not permit his name to be used by
or participate in any business or enterprise (other than the mere passive ownership of not more than 5% of the outstanding stock of any
class  of  a  publicly  held  corporation  whose stock is  traded on a  national  securities  exchange or  in  the over-the-counter market) that
engages or proposes to engage in our business in the United States, its territories and possessions and any foreign country in which we
do  business  as  of  the  date  of  termination  of  his  employment.  Also,  during  his  employment  and  for  a  one-year  period  after  the
termination  of  such  employment,  Mr.  D’Loren  may  not,  directly  or  indirectly,  solicit,  induce  or  attempt  to  induce  any  customer,
supplier, licensee, or other business relation of the Company or any of its subsidiaries to cease doing business with the Company or
any of its subsidiaries; or solicit, induce or attempt to induce any person who is, or was during the then-most recent 12-month period, a
corporate  officer,  general  manager  or  other  employee  of  the  Company  or  any  of  its  subsidiaries,  to  terminate  such  employee’s
employment with the Company or any of its subsidiaries; or hire any such person unless such person’s employment was terminated by
the Company or any of its subsidiaries; or in any way interfere with the relationship between any such customer, supplier, licensee,
employee or business relation and the Company or any of its subsidiaries.
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James Haran

On October 1, 2014, and effective as of September 16, 2014, we entered into a two-year employment agreement with James Haran for
him to serve as our Chief Financial Officer, referred to as the Haran Employment Agreement. Following the initial two-year term, the
Haran Employment Agreement will be automatically renewed for one year terms thereafter unless either party gives written notice of
intent  to  terminate  at  least  30  days  prior  to  the  expiration  of  the  then  current  term.  Under  the  Haran  Employment  Agreement,  Mr.
Haran’s base salary is  $340,500 per annum. The Board or the Compensation Committee may approve increases (but not decreases)
from time  to  time.  Following  the  initial  two  year  term,  the  base  salary  shall  be  reviewed  at  least  annually.  In  addition,  Mr.  Haran
receives a car allowance of $1,500 per month.

Bonus

Mr. Haran is eligible for a cash bonus of up to $60,000 based upon the following: 50% of the $60,000 cash bonus will be paid to Mr.
Haran  if  we  achieve  at  least  70% of  our  budgeted  EBITDA and  100% of  the  $60,000  cash  bonus  will  be  paid  to  Mr.  Haran  if  we
achieve at least 90% of our budgeted EBITDA.

Non-Competition
and
Non-Solicitation

During the term of his employment by the Company and for a one-year period after the termination of such employment, Mr. Haran
may not permit his name to be used by or participate in any business or enterprise (other than the mere passive ownership of not more
than 5% of the outstanding stock of any class of a publicly held corporation whose stock is traded on a national securities exchange or
in the over-the-counter market) that engages or proposes to engage in our business in the United States, its territories and possessions
and any foreign country in which we do business as of the date of termination of such employment. Also, during his employment and
for a one-year period after the termination of his employment, Mr. Haran may not, directly or indirectly, solicit, induce or attempt to
induce any customer, supplier, licensee, or other business relation of the Company or any of its subsidiaries to cease doing business
with the Company or any of its subsidiaries;  or solicit,  induce or attempt to induce any person who is,  or was during the then-most
recent 12-month period, a corporate officer, general manager or other employee of the Company or any of its subsidiaries, to terminate
such employee’s employment with the Company or any of its subsidiaries; or hire any such person unless such person’s employment
was terminated by the Company or any of its subsidiaries; or in any way interfere with the relationship between any such customer,
supplier, licensee, employee or business relation and the Company or any of its subsidiaries.

Seth Burroughs

On October 1, 2014, and effective as of September 16, 2014, we entered into a two-year employment agreement with Seth Burroughs
for him to serve as our Executive Vice President — Business Development and Treasury, referred to as the Burroughs Employment
Agreement.  Following the initial  two-year term, the Burroughs Employment Agreement will  be automatically renewed for one year
terms thereafter unless either party gives written notice of intent to terminate at least 30 days prior to the expiration of the then current
term.  Under  the  Burroughs  Employment  Agreement,  Mr.  Burroughs’  base  salary  is  $316,800  per annum.  The  Board  or  the
Compensation Committee may approve increases (but not decreases) from time to time. Following the initial two-year term, the base
salary shall be reviewed at least annually.

Bonus

Mr. Burroughs is eligible for a cash bonus of up to $60,000 based upon the following: 50% of the $60,000 cash bonus shall be paid to
Mr.  Burroughs  if  we  achieve  at  least  70%  of  our  budgeted  EBITDA  and  100%  of  the  $60,000  cash  bonus  shall  be  paid  to  Mr.
Burroughs if we achieve at least 90% of our budgeted EBITDA.

Non-Competition
and
Non-Solicitation

During  the  term  of  his  employment  by  the  Company  and  for  a  one-year  period  after  the  termination  of  such  employment,  Mr.
Burroughs may not permit his name to be used by or participate in any business or enterprise (other than the mere passive ownership
of not more than 5% of the outstanding stock of any class of a publicly held corporation whose stock is traded on a national securities
exchange or in the over-the-counter  market)  that engages or proposes to engage in the Company’s business in the United States,  its
territories and possessions and any foreign country in which we do business as of the date of termination
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of his employment. Also, during his employment and for a one-year period after the termination of such employment, Mr. Burroughs
may not, directly or indirectly, solicit,  induce or attempt to induce any customer, supplier, licensee, or other business relation of the
Company or any of its subsidiaries to cease doing business with the Company or any of its subsidiaries; or solicit, induce or attempt to
induce any person who is, or was during the then-most recent 12-month period, a corporate officer, general manager or other employee
of the Company or any of its subsidiaries, to terminate such employee’s employment with the Company or any of its subsidiaries; or
hire  any  such  person  unless  such  person’s  employment  was  terminated  by  the  Company  or  any  of  its  subsidiaries;  or  in  any  way
interfere with the relationship between any such customer, supplier, licensee, employee or business relation and the Company or any
of its subsidiaries.

Giuseppe Falco

On October 1, 2014, and effective as of September 16, 2014, we entered into a two-year employment agreement with Giuseppe Falco
for  him  to  serve  as  our  Chief  Operating  Officer  and  President  of  the  Isaac  Mizrahi  Brand,  referred  to  as  the  Falco  Employment
Agreement. Following the initial two-year term, the Falco Employment Agreement will be automatically renewed for one year terms
thereafter unless either party gives written notice of intent to terminate at least 30 days prior to the expiration of the then current term.
Under the Falco Employment Agreement, Mr. Falco’s base salary is $415,600 per annum. The Board or the Compensation Committee
may approve increases (but not decreases) from time to time. Following the initial two-year term, the base salary shall be reviewed at
least annually.

Bonus

Mr. Falco is eligible for a cash bonus of up to $75,000 based upon targets established by the Company’s Compensation Committee
each year for (a) Adjusted EBITDA (as defined below), (b) direct response television revenue and (c) other license revenues, (each a
“Cash Bonus Target”). Mr. Falco may earn up to one-third ( 1/3) of the aggregate cash bonus with respect to each Cash Bonus Target.

“Adjusted EBITDA” shall mean for any period, for the Company and its subsidiaries on a consolidated basis (without duplication), an
amount equal to (a) consolidated net income (as determined in accordance with generally accepted accounting principles of the United
States as in effect  from time to time) (“Consolidated Net Income”) for such period,  minus,  (b)  to the extent  included in calculating
Consolidated Net Income, the sum of, without duplication, (i) income tax credits for such period, and (ii) gain from extraordinary or
non-recurring  items  for  such  period  (including,  without  limitation,  non-cash  items related  to  purchase  accounting),  plus  (c)  the
following to the extent deducted in calculating such Consolidated Net Income, (i)  interest  expense and other finance costs (whether
cash or non-cash) for such period (ii) the provision for federal, state, local and foreign income taxes for such period, (iii) the amount of
depreciation and amortization expense for such period,  (iv)  the transaction fees,  costs and expenses incurred in connection with the
acquisition of Isaac Mizrahi  and any other  subsequent  brand acquisition in such period,  (v)  all  other  extraordinary or non-recurring
non-cash  charges  (including,  without  limitation,  non-cash  items  related  to  purchase  accounting  and  non-cash  items  related  to  earn-
outs) and (vi) non-cash stock or equity compensation in such period.

Non-Competition
and
Non-Solicitation

During the term of his employment by the Company and for a one-year period after the termination of such employment, Mr. Falco
may not permit his name to be used by or participate in any business or enterprise (other than the mere passive ownership of not more
than 5% of the outstanding stock of any class of a publicly held corporation whose stock is traded on a national securities exchange or
in the over-the-counter market) that engages or proposes to engage in the Company’s business in the United States, its territories and
possessions  and  any  foreign  country  in  which  we  do  business  as  of  the  date  of  termination  of  his employment.  Also,  during  his
employment  and for  a  one-year  period  after  the  termination  of  such employment,  Mr.  Falco  may not,  directly  or  indirectly,  solicit,
induce or attempt to induce any customer,  supplier,  licensee,  or other business relation of the Company or any of its subsidiaries to
cease doing business with the Company or any of its subsidiaries;  or solicit,  induce or attempt to induce any person who is,  or was
during the then-most recent 12-month period,  a corporate officer,  general  manager or other employee of the Company or any of its
subsidiaries,  to terminate such employee’s employment with the Company or any of its subsidiaries;  or hire any such person unless
such person’s employment was terminated by the Company or any of its subsidiaries;
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or  in  any  way  interfere  with  the  relationship  between  any  such  customer,  supplier,  licensee,  employee  or  business  relation  and  the
Company or any of its subsidiaries.

The Employment Agreements with Executives detailed above provide for certain post-termination benefits. See “Payments Due Upon
Termination of Employment or a Change in Control” below for more information.

Summary Compensation Table

The following table sets forth information regarding all cash and non-cash compensation earned, during the years ended December 31,
2015 and 2014, by our principal executive officer and our three other most highly compensated executive officers, which we refer to
collectively as the named executive officers, for services in all capacities to the Company:

Summary Compensation Table
       

Name  Title  Year  Salary  Bonus (1)  

Stock 
Awards (2) (3) (4)

(5)  
All Other 

Compensation  Total
Robert D’Loren   CEO and Chairman   2015  $ 836,160  $ 637,672  $ 2,205,000  $ 8,744  $3,687,577 

       2014   734,206   211,832   2,625,000   13,868   3,584,906 
James Haran   CFO    2015   340,500   90,000   472,500   3,467   906,467 

       2014   311,813   60,000   562,500   7,226   941,539 
Giuseppe Falco   President and COO    2015   415,600   62,000   450,000   —   927,600 

       2014   386,842   50,000   375,000   —   811,842 
Seth Burroughs   EVP    2015   316,800   60,000   315,000   —   691,800 

       2014   287,192   60,000   375,000   7,226   729,418 

(1) Bonuses  were  paid  in  accordance  with  the  executives’  respective  employment  agreements,  which  were  the  same  as  the  bonus
arrangements  in  their  employment  agreements  effective  September  16,  2014.  See  “Employment  Agreements  with  Executives”
above.

(2) The dollar amounts shown represent the grant date fair value of the restricted stock awards granted during the applicable fiscal year
calculated in accordance with ASC Topic 718.

(3) On  May  19,  2015,  Messrs.  D’Loren,  Haran,  Falco  and  Burroughs  were  awarded  245,000,  52,500,  50,000  and  35,000  shares  of
restricted stock, respectively. These shares of restricted stock vest as to 50% of the shares on each of May 31, 2016 and May 31,
2017;  provided,  however,  that  each  such  grantee  has  the  right  to  extend  the  vesting  date  by  six-month  increments,  in  his  sole
discretion, prior to the date the restrictions would lapse. As of December 31, 2015, none of these shares have vested. The grant date
fair value of the shares was $9.00 per share.

(4) On May 15, 2014, Messrs.  D’Loren, Haran and Burroughs were awarded 350,000, 75,000 and 50,000 shares of restricted stock,
respectively. These shares of restricted stock vest as to 50% of the shares on each of May 31, 2015 and May 31, 2016; provided,
however, that each such grantee has the right to extend the vesting date by six-month increments, in his sole discretion, prior to the
date the restrictions would lapse. As of December 31, 2015, 1,000 of Mr. Haran’s restricted shares have vested. The grant date fair
value of the shares was $7.50 per share.

(5) On May 15,  2014,  Mr.  Falco  was  awarded  stock  options  to  purchase  50,000  shares  of  common stock  with  an  exercise  price  of
$7.50. These options vest 50% on each of May 31, 2015 and May 31, 2016; and shall expire on May 31, 2019.
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Outstanding Equity Awards at December 31, 2015

Outstanding Equity Awards as of December 31, 2015
       
  Options and Warrant Awards  Stock Awards

Name  Title  

Number of 
Securities 

Underlying 
Unexercised 
Options & 
Warrants, 
Exercisable  

Number of 
Securities 

Underlying 
Unexercised 
Options & 
Warrants, 

Unexercisable  
Exercise

Price  

Option or 
Warrant 

Expiration 
Date  

Number of 
Shares of 
Stock that 
Have Not 

Vested  

Market 
Value of 
Shares of 
Stock that 
Have Not 

Vested
Robert D’Loren

  
CEO,
Chairman    239,250(1)    —  $ 5.00   9/29/2021   1,476,178(3)   $ 11,071,335 

James Haran   CFO    49,250(1)    —  $ 5.00   9/29/2021   297,842(4)   $ 2,241,315 
Giuseppe Falco   President, COO   125,000(2)    25,000  $ 5.83   9/29/2021   230,333(5)   $ 1,727,498 
Seth Burroughs   EVP    50,000(1)    —  $ 5.00   9/29/2021   197,576(6)   $ 1,481,820 

(1) These options became exercisable on September 29, 2011, the date of grant, and expire on September 29, 2021.

(2) 100,000 options became exercisable on September 29, 2011, the date of grant, and expire on September 29, 2021. 25,000 became
exercisable on May 31, 2015 and 25,000 become exercisable on May 31, 2016 and expire on May 31, 2019.

(3) Such shares vest (i) as to 630,000 shares of common stock, on March 31, 2016; (ii) as to 168,793 shares of common stock, on May
15, 2016; (iii) as to 350,000 shares of common stock, on May 31, 2016; as to 82,385 shares of common stock, on June 1, 2016; as
to 122,500 shares of common stock, April 30, 2016; and as to 122,500 shares of common stock, April 30, 2017, provided, however,
that  Mr.  D’Loren has  the  right  to  extend each  vesting  date  by six-month  increments,  in  his  sole  discretion,  prior  to  the  date  the
restrictions would lapse.

(4) Such shares vest (i) as to 135,000 shares of common stock, on March 31, 2016; (ii) as to 36,342 shares of common stock, on May
15, 2016; and (iii)  as to 74,000 shares of common stock, on May 31, 2016; and as to 26,250 shares of common stock, April  30,
2016;  and as to 26,250 shares  of  common stock,  April  30,  2017 provided,  however,  that  Mr.  Haran has the right  to extend each
vesting date by six-month increments, in his sole discretion, prior to the date the restrictions would lapse.

(5) Such shares vest (i) as to 112,500 shares of common stock, on March 31, 2016; (ii) as to 37,500 shares of common stock, on May
15, 2016; and (iii) as to 30,333 shares of common stock, on June 1, 2016; and as to 25,000 shares of common stock, April 30, 2016;
and as to 25,000 shares of common stock, April 30, 2017 provided, however, that Mr. Falco has the right to extend each vesting
date by six-month increments, in his sole discretion, prior to the date the restrictions would lapse.

(6) Such shares vest (i) as to 90,000 shares of common stock, on March 31, 2016; (ii) as to 22,576 shares of common stock, on May
15, 2016; and (iii)  as to 50,000 shares of common stock, on May 31, 2016; and as to 17,500 shares of common stock, April  30,
2016; and as to 17,500 shares of common stock, April 30, 2017 provided, however, that Mr. Burroughs has the right to extend each
vesting date by six-month increments, in his sole discretion, prior to the date the restrictions would lapse.

Payments Due Upon Termination of Employment or a Change in Control

Severance

If Mr. D’Loren’s employment is terminated by us without cause, or if Mr. D’Loren resigns with good reason, or if we fail to renew the
term, then Mr. D’Loren will be entitled to receive his unpaid base salary and cash bonuses through the termination date and a lump
sum payment equal to the base salary in effect on the termination date for the longer of two years from the termination date and the
remainder of the then-current term. Additionally, Mr. D’Loren would be entitled to two times the average annual cash bonuses paid in
the preceding 12 months. Mr. D’Loren would also be entitled to continue to participate in our group medical plan, subject to certain
conditions, for a period of 18 months from the termination date.

If the employment of Mr. Haran, Mr. Burroughs or Mr. Falco is terminated by us without cause, or if any such executive resigns with
good reason,  or  if  we fail  to  renew the term,  then the executive  will  be entitled to receive his  unpaid base salary and cash bonuses
through the termination date and a lump sum payment equal
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to his base salary in effect on the termination date for 12 months. The executive would also be entitled to continue to participate in our
group medical plan, subject to certain conditions, for a period of 12 months from the termination date.

Change
of
Control

In the event Mr. D’Loren’s employment is terminated within 12 months following a change of control by the Company without cause
or by Mr. D’Loren with good reason, he would be entitled to a lump sum payment equal to two times (i) his base salary in effect on the
termination date for the longer of two years from the termination date and the remainder of the then-current term and (ii) two times the
average annual cash bonuses paid in the preceding 12 months, minus $100.

In the event the employment of Mr. Haran, Mr. Burroughs or Mr. Falco is terminated within 12 months following a change of control
by the Company without cause or by the executive with good reason, the executive would be entitled to a lump sum payment equal to
his base salary in effect on the termination date for 12 months following such termination.

“Change of control,” as defined in the executives’ employment agreements, means a merger or consolidation to which we are a party,
a sale, lease or other transfer, exclusive license or other disposition of all or substantially all of our assets, or a sale or transfer by our
stockholders of voting control, in a single transaction or a series of transactions. Upon a change of control, notwithstanding the vesting
and  exercisability  schedule  in  any  stock  option  or  other  grant  agreement  between  the  executive  and  us,  all  unvested  stock  options,
shares of restricted stock and other equity awards granted by us to the executive pursuant to any such agreement shall  immediately
vest, and all such stock options shall become exercisable and remain exercisable for the lesser of 180 days after the date the change of
control occurs or the remaining term of the applicable option.

The following table quantifies the estimated maximum amount of payments and benefits under our employment agreements with our
executive officers relating to awards granted under our 2011 Plan and other equity award grants to which the executive officers would
be  entitled  to  upon  termination  of  employment  if  we  terminated  their  employment  without  cause  or  the  executive  terminated  his
employment with good reason, in either case, within 12 months following a “change of control” of our Company that (by assumption)
occurred on December 31, 2015:

   

Name  
Salary 

($)  

Value of the 
Accelerated 

Equity Awards 
[and Other 
Benefits] 
($) (1) (2)  

Total 
Termination 

Benefits 
($)

Robert W. D’Loren  $ 7,066,000  $ 11,669,000  $ 18,735,000 
James F. Haran  $ 341,000  $ 2,364,000  $ 2,705,000 
Seth Burroughs  $ 317,000  $ 1,607,000  $ 1,924,000 
Giuseppe “Joe” Falco  $ 416,000  $ 2,438,000  $ 2,854,000 

(1) This  amount  represents  the  unrealized  value  of  the  unvested  portion  of  the  respective  executive’s  equity  awards  based  upon  a
closing price  of  $7.50 on December  31,  2015 and calculated  in  accordance  with  Section  280G of  the  Internal  Revenue Code of
1986, as amended.

(2) Consists of 18 months of continuing COBRA coverage or continuing participation in the Company’s group medical plan.
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Risk Assessment in Compensation Policies and Practices for Employees

The Compensation Committee reviewed the elements of our compensation policies and practices for all of our employees, including
our  named  executive  officers,  in  order  to  evaluate  whether  risks  that  may  arise  from such  compensation  policies  and  practices  are
reasonably  likely  to  have  a  material  adverse  effect  on  our  Company.  The  Compensation  Committee  concluded  that  the  following
features of our compensation programs guard against excessive risk-taking:

compensation programs provide a balanced mix of short-term and longer-term incentives;

base salaries are consistent with employees’ duties and responsibilities;

cash incentive awards are capped by the Compensation Committee;

cash incentive awards are tied mostly to corporate performance goals, rather than individual performance goals; and

vesting periods for equity awards encourage executives to focus on sustained stock price appreciation.

The  Compensation  Committee  believes  that,  for  all  of  our  employees,  including  our  named  executive  officers,  our  compensation
programs do not lead to excessive risk-taking and instead encourage behavior that supports sustainable value creation. We believe that
risks that may arise from our compensation policies and practices for our employees, including our named executive officers, are not
reasonably likely to have a material adverse effect on our Company.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table lists, as of the Record Date, the number of shares of common stock beneficially owned by (i) each person or entity
known  to  the  Company  to  be  the  beneficial  owner  of  more  than  5%  of  the  outstanding  common  stock;  (ii)  each  named  executive
officer  and  director  of  the  Company,  and  (iii)  all  officers  and  directors  as  a  group.  Information  relating  to  beneficial  ownership  of
common stock by our principal stockholders and management is based upon information furnished by each person using “beneficial
ownership” concepts under the rules of the SEC. Under these rules, a person is deemed to be a beneficial owner of a security if that
person has or shares voting power, which includes the power to vote or direct the voting of the security, or investment power, which
includes the power to dispose of or direct the disposition of the security. The person is also deemed to be a beneficial owner of any
security of which that person has a right to acquire beneficial ownership within 60 days. Under the SEC rules, more than one person
may be deemed to be a beneficial owner of the same securities, and a person may be deemed to be a beneficial owner of securities as
to which he or she may not have any pecuniary beneficial interest. Except as noted below, each person has sole voting and investment
power. Unless otherwise indicated, the address for such person is c/o Xcel Brands, Inc., 1333 Broadway, 10 th Floor, New York, New
York 10018.

The percentages below are calculated based on 18,671,969 shares of common stock issued and outstanding as of the Record Date.
  

Name and Address  

Number of 
Shares of 

Common Stock 
Beneficially 

Owned  

Percent 
Beneficially 

Owned
Named executive officers and directors:           
Robert D’Loren (1)   8,900,330   45.3%  
James Haran (2)   587,619   3.1 
Seth Burroughs (3)   466,081   2.5 
Richard Kirschenbaum (4)   8,000   * 
Howard Liebman (5)   112,643   * 
Edward Jones, III (6)   109,382   * 
Benjamin Malka (7)   43,000   * 
Mark DiSanto (8)   1,480,984   7.9 
Michael R. Francis (9)   58,000   * 
Giuseppe Falco (10)   421,762   2.2 
All directors and executive officers as a group (10 persons) (11)   12,080,926   62.2 
5% Shareholders:           
Isaac Mizrahi (12)   2,519,514   13.5 
Buckingham Capital Management, Inc. (13) 

485 Lexington Avenue, 3 rd Floor, New York, NY 10017   1,739,135   9.2 
Hilco Trading, LLC (14) 

5 Revere Drive, Suite 206, Northbrook, IL 60062   2,416,667   12.4 
Burch Acquisition LLC (15) 

840 First Avenue, Suite 200, King of Prussia, PA 19406   1,000,000   5.4 

* Less than 1%.

(1) Consists  of  (i)  375,815  shares  held  by  Mr.  D’Loren,  (ii)  526,283  shares  owned  by  Irrevocable  Trust  of  Rose  Dempsey  (or  the
Irrevocable  Trust)  of  which  Mr.  D’Loren  and  Mr.  DiSanto  are  the  trustees  and  as  to  which  Mr.  D’Loren  has  sole  voting  and
dispositive power, (iii) 239,250 shares issuable upon exercise of immediately exercisable warrants, (iv) 1,516,706 restricted shares,
(v) 2,502,272 shares of common stock (including 783,750 restricted shares) held in the name of Isaac Mizrahi, (vi) 251,700 shares
of  common  stock  (including  113,750  restricted  shares)  held  in  the  name  of  Marisa  Gardini,  and  (vii)  166,875  other  shares  of
restricted stock and 2,571,429 other shares of common stock as to which holders thereof granted to Mr. D’Loren irrevocable proxy
and attorney-in-fact with respect to the shares,
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and  (viii)  750,000  shares  issuable  upon  exercise  of  immediately  exercisable  warrants  to  which  holders  thereof  granted  to  Mr.
D’Loren irrevocable  proxy and  attorney-in-fact  with  respect  to  the  shares.  Pursuant  to  a  voting  agreement  Mr.  Mizrahi  and Ms.
Gardini agreed to, and pursuant to restricted stock agreements certain grantees agreed to, appoint a person designated by our Board
as their  irrevocable  proxy and attorney-in-fact  with respect  to  the shares  set  forth in clauses  (v),  (vi)  and (vii),  respectively.  Mr.
D’Loren  does  not  have  any  pecuniary  interest  in  these  shares  described  in  clauses  (v),  (vi)  and  (vii)  and  disclaims  beneficial
ownership  thereof.  Does  not  include  326,671  shares  and  7,675  shares  issuable  upon  exercise  of  warrants  held  by  the  D’Loren
Family Trust (or the Family Trust) of which Mark DiSanto is a trustee and has sole voting and dispositive power. Does not include
884,220 shares issuable upon exercise of options that will be exercisable 33.3% on each March 31, 2017, 2018 and 2019.

(2) Consists of (i) 231,593 shares, (ii) 306,526 restricted shares and (iii) immediately exercisable warrants to purchase 49,500 shares.
Does not include 189,468 shares issuable upon exercise of options that will be exercisable 33.3% on each March 31, 2017, 2018
and 2019.

(3) Consists of (i) 212,716 shares, (ii) 203,365 restricted shares and (iii) immediately exercisable warrants to purchase 50,000 shares.
Does not include 126,312 shares issuable upon exercise of options that will be exercisable 33.3% on each March 31, 2017, 2018
and 2019.

(4) Consists  of  (i)  8,000 restricted  shares.  Does not  include 25,000 shares  issuable  upon exercise  of  options that  will  be exercisable
50% on each August 31, 2017 and 2018.

(5) Consists of (i) 17,775 shares, (ii) 44,868 restricted shares and (iii) 50,000 shares issuable upon exercise of options that have vested.
Does not include 25,000 shares issuable upon exercise of options that will be exercisable 50% on each March 31, 2017 and 2018.

(6) Consists of (i) 31,382 shares, (ii) 28,000 restricted shares and (iii) 50,000 shares issuable upon exercise of options that have vested.
Does not include 25,000 shares issuable upon exercise of options that will be exercisable 50% on each March 31, 2017 and 2018.

(7) Consists of (i)  30,000 shares and 13,000 restricted shares.  Does not include 25,000 shares issuable upon exercise of options that
will be exercisable 50% on each March 31, 2017 and 2018.

(8) Consists of (i)  326,671 shares and 7,675 shares issuable upon exercise of warrants that have vested held by the D’Loren Family
Trust,  of  which Mark DiSanto is  trustee,  and has sole voting and dispositive power over the shares held by the D’Loren Family
Trust,  (ii)  51,868  shares  held  by  Mr.  DiSanto,  (iii)  863,217  shares  held  by  Mark  X.  DiSanto  Investment  Trust,  of  which  Mark
DiSanto  is  trustee  and  has  sole  voting  and  dispositive  power  over  the  shares  held  by  the  Trust  (iv)  13,000  restricted  shares,  (v)
50,000 shares issuable upon exercise of options that have vested, (vi) 108,553 shares issuable upon exercise of warrants that have
vested and (vii) 60,000 shares held by other trusts, of which Mark DiSanto is trustee and has sole voting and dispositive power over
the shares held by the trusts. Does not include 25,000 shares issuable upon exercise of options that will be exercisable 50% on each
March 31, 2017 and 2018.

(9) Consists of 83,000 restricted shares. Does not include 25,000 shares issuable upon exercise of options that will be exercisable 50%
on each March 31, 2017 and 2018.

(10)Includes  (i)  41,429  shares,  (ii)  230,333  restricted  shares  and  (iii)  150,000  shares  issuable  upon  exercise  of  warrants.  Giuseppe
Falco, the President and Chief Operating Officer of the Mizrahi brands, is an executive officer but not a named executive officer.
Does not include 200,000 shares issuable upon exercise of options that will be exercisable 33.3% on each March 31, 2017, 2018
and 2019.

(11)Includes  (i)  2,768,749  shares,  (ii)  2,446,798  restricted  shares,  (iii)  454,978  shares  issuable  upon  exercise  of  warrants  that  are
currently  exercisable,  (iv)  300,000  shares  issuable  upon  exercise  of  options  that  are  currently  exercisable,  (v)  5,360,401  other
shares of common stock as to which holders thereof granted to Mr. D’Loren irrevocable proxy and attorney-in-fact with respect to
the shares, and (vi) 750,000 shares issuable upon exercise of immediately exercisable warrants to which holders thereof granted to
Mr.  D’Loren irrevocable  proxy and attorney-in-fact  with respect  to  the shares.  Does not  include 1,550,000 shares issuable  upon
exercise of options that will be exercisable by March 31, 2019.

(12)Consists of (i) 1,718,522 shares and (ii) 800,992 restricted shares.

(13)Consists of (i) 1,576,581 shares and (ii) immediately exercisable warrants to purchase 162,554 shares.

25

 



 

(14)The H Company IP, LLC, or HIP, directly owns 1,000,000 shares of the Company’s common stock, which we refer to as the H
Company  Shares.  House  of  Halston,  LLC,  or  Halston,  is  the  parent  company  of  HIP  and  may  be  deemed  to  share  beneficial
ownership  of  the  H  Company  Shares  by  virtue  of  its  ability  to  direct  the  business  and  investment  decisions  of  HIP.  The  H
Investment  Company,  LLC,  or  H Investment,  in  its  capacity  as  the  controlling  member  of  Halston,  has  the  ability  to  direct  the
investment decisions of Halston, including the power to direct the decisions of Halston regarding the disposition of the H Company
Shares; therefore, H Investment may be deemed to beneficially own the H Company Shares. Hilco Brands, LLC, or Hilco Brands,
in its capacity as a member of the Board of Managers of H Investment, has the ability to direct the management of H Investment’s
business,  including  the  power  to  direct  the  decisions  of  H  Investment  regarding the  voting  and  disposition  of  the  H  Company
Shares; therefore,  Hilco Brands may be deemed to have indirect beneficial  ownership of the H Company Shares. Hilco Trading,
LLC,  or  Hilco  Trading,  is  the  parent  company  of  Hilco  Brands  and  may  be  deemed  to  share  beneficial  ownership  of  the  H
Company Shares by virtue of its ability to direct the business and investment decisions of Hilco Brands. Hilco Trading also directly
owns 1,416,667 shares of our common stock, which we refer to as the Hilco Shares, of which 666,667 shares are outstanding and
750,000 shares are issuable upon exercise of a warrant that is currently exercisable. By virtue of the relationship described above
and  its  direct  ownership  of  the  Hilco  Shares,  Hilco  Trading  beneficially  owns  2,416,667  shares  of  our  common  stock.  Jeffrey
Bruce  Hecktman  is  the  majority  owner  of  Hilco  Trading  and  may be  deemed to  share  beneficial  ownership  of  the  H Company
Shares and the Hilco Shares by virtue of his ability to direct the business and investment decisions of Hilco Trading. By virtue of
this relationship, Mr. Hecktman may be deemed to have indirect beneficial ownership of 2,416,667 shares of our common stock.

(15)Consists of 1,000,000 shares of common stock.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Transactions with Related Persons

IM Ready-Made, LLC

On  December  24,  2013,  the  Company,  IM  Brands,  LLC,  a  wholly  owned  subsidiary  of  the  Company  entered  into  the  Fifth
Amendment  to  the  Asset  Purchase  Agreement  dated  as  of  May  19,  2011.  Pursuant  to  the  Amendment,  the  IM  Ready  and  the
Individuals  acknowledged  and  agreed  that  no  Earn-Out  Shares  (as  defined  in  the  Agreement)  were  earned  for  the  twelve  month
periods ended September 30, 2013 and ending September 30, 2014, regardless of whether the criteria for the issuance of such shares
are or shall  in the future be satisfied.  As partial  consideration for the execution of the Amendment,  (i)  the original  promissory note
issued pursuant to the agreement (the “Original Note”) was amended and restated as described below (the “New Note”) and the Voting
Agreement  entered  into  in  connection  with  the  Agreement  was  amended  and  restated  (the  “Amended  and  Restated  Voting
Agreement”) as described below.

The New Note is due as to $1,500,000 principal amount on the date of its execution (of which $500,000 was prepaid on September 27,
2013 and the remaining $1,000,000 was paid upon execution); and becomes due as to (i) $750,000 principal amount shall become due
and  payable  on  January  31,  2015  (the  “First  Interim  Payment”),  (ii)  $750,000  principal  amount  shall  become  due  and  payable  on
January 31, 2016 (the “Second Interim Payment” and together with the “First Interim Payment”, the “Interim Payments”) and (iii) the
remaining unpaid balance shall  become due and payable September 30, 2016 (the “Maturity Date”) subject  to extension to the first
business  day  following  September  30,  2018 (the  date  to  which  the  maturity  date  of  the  New Note  is  extended  is  referred  to  as  the
“Subsequent  Maturity  Date”).  We  have  the  right  to  make  the  Interim  Payments  in  cash  or  in  shares  of  common  stock  (except  for
$500,000 of the First Interim Payment, which must be paid in cash), provided, that if we receive the consent of our senior lenders to
make such payments in cash, we must make such payments in cash.

At any time the New Note is outstanding, we have the right to convert the New Note, in whole or in part, into the number of shares of
common stock obtained by dividing the principal amount to be converted by the Average Trading Price of our the common stock at the
time of the conversion, so long as the Average Trading Price of our common stock is at least $4.50. In addition, we have the right to
pay the outstanding balance of the New Note at the Maturity Date or Subsequent Maturity Date (if the Maturity Date of the New Note
is extended), in shares of common stock by dividing the outstanding principal amount of the New Note by the

26

 



 

Average  Trading  Price.  “Average  Trading  Price”  means  the  average  per  share  closing  price  of  the  common  stock  for  the  twenty
consecutive trading days ending on the trading day immediately preceding the date of payment.

If we elect to make Interim Payments by issuing shares of common stock, the number of shares issuable will be obtained by dividing
the  principal  amount  of  the  New  Note  then  outstanding  by  the  greater  of  (i)  the  Average  Trading  Price  on  the  date  such  Interim
Payment is due, and (ii) $4.50 subject to certain adjustments; provided, however, that if the Average Trading Price is less than $4.50 as
adjusted, IM Ready will have the option to extend the date such Interim Payment is due until the Maturity Date. If an Interim Payment
is  so  extended,  IM  Ready  will  have  the  option  to  convert  the  Interim  Payment  that  was  so  extended  into  a number  of  shares  of
common  stock  as  determined  by  dividing  the  principal  amount  by  the  Interim  Payment  that  was  so  extended  by  $4.50,  subject  to
certain adjustments.

Pursuant to the Amended and Restated Voting Agreement, each of IM Ready, Mr. Mizrahi and Ms. Gardini has agreed to appoint a
person  designated  by  the  Board  of  the  Company  as  their  irrevocable  proxy  and  attorney-in-fact  with  respect  to  the  shares  of  the
common stock received and which may be received by IM Ready, Mr. Mizrahi and/or Ms. Gardini in connection with the Company’s
September  2011  acquisition  of  the  Isaac  Mizrahi  brands  (including  shares  which  may  be  issued  in  satisfaction  of  the  earn-out
payments  or  the  New  Note  and  the  shares  of  common  stock  to  be  issued  to  Mr.  Mizrahi  and  Ms.  Gardini  pursuant  to  the  certain
restricted stock agreements dated as of December 24, 2013. The proxy holder shall vote in favor of matters recommended or approved
by the Board. The Board appointed Robert D’Loren as proxy and attorney-in-fact on such shares.

Jones Texas, Inc.

On May 14,  2015,  and  amended  on  June  24,  2015,  the  Company entered  into  a  consulting  agreement  with  Jones  Texas,  Inc.,  (“JT
Inc.”) whose controlling shareholder is Edward Jones, III, a Director of the Company. The agreement provided for up to $75,000 of
consulting fees related to due diligence on the C Wonder brand prior to the acquisition. Fees paid to JT Inc. amounted to $75,000 for
the year ended December 31, 2015.

Benjamin Malka

Concurrent  with  the  acquisition  of  the  H  Halston  Brand  on  December  22,  2014,  we  entered  into  a  license  agreement  with  The  H
Company  IP,  LLC (“HIP”),  which  Benjamin  Malka,  a  director  of  the  Company,  is  a  25% equity  holder  of  HIP’s  parent  company,
House  of  Halston  LLC  (“HOH”)  and  Chief  executive  Officer  of  HOH.  The  HIP  license  agreement  provides  for  royalty  payments
including guaranteed minimum royalties to be paid to the Company during the initial term that expires on December 31, 2019.

On  September  1,  2015  we  entered  into  a  license  agreement  with  Lord  and  Taylor,  LLC  (the  “L&T  License”)  and  simultaneously
amended the H Halston License Agreement eliminating HIP’s minimum guaranteed royalty obligations, provided the L&T License is
in  effect.  In  addition,  we  entered  into  a  sublicense  agreement  with  HIP  obligating  us  to  pay  HIP  a  royalty  participation  fee  on  an
annual  basis  the  greater  of  (i)  50% of  royalties  received  under  the  L&T License  or  (ii)  guaranteed  minimum royalties.  Guaranteed
minimum royalties  are  equal  to $0.25 million for  the seventeen months ending January 31,  2017,  and $0.75 million, $0.75 million,
$1.5 million and $1.75 million for the twelve months ending January 31, 2018, 2019, 2020, and 2021, respectively.

The Company incurred a $59,000 royalty participation fee with HIP for the year ended December 31, 2015.
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AUDIT COMMITTEE REPORT

The Audit Committee reviews the Company’s financial reporting process on behalf of the Board. Management is responsible for the
financial  statements  and  the  reporting  process,  including  the  internal  control  over  financial  reporting.  The  Company’s  independent
registered  public  accounting  firm,  CohnReznick  LLP,  is  responsible  for  expressing  an  opinion  on  the  conformity  of  the  audited
financial statements with U.S. generally accepted accounting principles.

The Audit Committee has met and held discussions separately, and jointly, with each of management and the Company’s independent
registered public accountants. Management represented to the Audit Committee that the Company’s consolidated financial statements
included  with  our  Annual  Report  on  Form  10-K  for  the  fiscal  year  ended  December  31,  2015  were  prepared  in  accordance  with
accounting principles generally accepted in the United States of America, and the Audit Committee has reviewed and discussed the
consolidated  financial  statements  with  management  and  the  independent  registered  public  accountants.  The  Audit Committee
discussed  with  the  independent  registered  public  accountants  matters  required  to  be  discussed  under  PCAOB standards.  The  Audit
Committee has received the written disclosures and the letter from our independent accountant required by applicable requirements of
the  PCAOB  regarding  our  independent  accountant’s  communications  with  the  Audit  Committee  concerning  independence  and  has
discussed with our independent accountant the independent accountant’s independence. The Audit Committee has concluded that the
independent  registered  public  accountants’  provision  of  audit  and  non-audit  services  to  the  Company  is  compatible  with  such
registered  public  accountants’  independence.  Based  on  the  review  and  discussions  referred  to  above,  the  Audit  Committee
recommended to the Board that the audited financial statements be included in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2015 which was filed with the SEC on March 17, 2016.

The  information  contained  in  this  Audit  Committee  report  is  not  “soliciting  material”  and  has  not  been  “filed”  with  the  SEC.  This
report will not be incorporated by reference into any of our future filings under the Securities Act of 1933 or the Securities Exchange
Act of 1934, except to the extent that we may specifically incorporate it by reference into a future filing.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Audit Fees

The aggregate  fees billed or  to be billed for  professional  services rendered by our Independent  Registered Public Accounting Firm,
CohnReznick  LLP,  for  the  audit  of  our  annual  consolidated  financial  statements,  review  of  our  consolidated  financial  statements
included in our  quarterly  reports  and other  fees  that  are  normally  provided by the accounting firm in connection with statutory and
regulatory filings or engagements for the years ended December 31, 2015 and 2014 were $263,000 and $272,000, respectively.

Audit-Related Fees

There were $10,000 of fees billed for audit-related services by our Independent Registered Public Accounting Firm for the fiscal year
ended December 31, 2015. There were no such fees billed for the fiscal year ended December 31, 2014.

Tax Fees

There  were  no  fees  billed  for  professional  services  rendered  by  our  Independent  Registered  Public  Accounting  Firm  for  tax
compliance, tax advice and tax planning for the fiscal years ended December 31, 2015 and 2014.

All Other Fees

There  were  no  fees  billed  for  services  by  our  Independent  Registered  Public  Accounting  Firm for  non-audit  services  for  the  fiscal
years ended December 31, 2015 and 2014.

Audit Committee Determination

The Audit Committee considered and determined that the services performed are compatible with maintaining the independence of the
independent registered public accounting firm.
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Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Auditor

The  Audit  Committee  is  responsible  for  pre-approving  all  audit  and  permitted  non-audit  services  to  be  performed  for  us  by  our
Independent Registered Public Accounting Firm as outlined in its Audit Committee Charter. Prior to engagement of the Independent
Registered Public Accounting Firm for each year's audit, management or the Independent Registered Public Accounting Firm submits
to  the  Audit  Committee  for  approval  an  aggregate  request  of  services  expected  to  be  rendered  during  the  year,  which  the  Audit
Committee  pre-approves.  During  the  year,  circumstances  may  arise  when  it  may  become  necessary  to  engage  the  Independent
Registered Public Accounting Firm for additional services not contemplated in the original pre-approval. In those circumstances, the
Audit  Committee  requires  specific  pre-approval  before  engaging  the  Independent  Registered  Public  Accounting  Firm.  The
engagements  of  our  Independent  Registered  Public  Accounting  Firm,  CohnReznick  LLP  was  approved  by  the  Company’s  Audit
Committee.
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PROPOSAL II 
  

TO APPROVE THE THIRD AMENDED AND RESTATED 
EQUITY INCENTIVE PLAN

The Board is seeking the approval of the Third Amended and Restated Equity Incentive Plan which amendment is attached hereto as
Annex A. The Third Amended and Restated Equity Incentive Plan, when effective, will (a) increase the number of shares of common
stock reserved and available for distribution under the 2011 Plan from 8,000,000 to 13,000,000 and (b) increase the maximum number
of  shares  of  common stock with respect  to  which Options or  Restricted Stock (as  both terms are  defined in  the 2011 Plan)  may be
granted to any Participant (as defined in the 2011 Plan) from 5,000,000 to 10,000,000.

Our Board believes that we must offer a competitive equity incentive program if we are to continue to successfully attract and retain
the best possible candidates for positions of responsibility within our organization. We expect that the Amended and Restated Equity
Incentive Plan will continue to be an important factor in attracting and retaining the high caliber employees, directors and consultants
essential to our success and in motivating these individuals to strive to enhance our growth and profitability.

The 2011 Plan is designed and utilized to enable the Company to offer its employees, officers, directors, consultants and others whose
past,  present  and/or  potential  contributions  to  the  Company have  been,  are  or  will  be  important  to  the  success  of  the  Company,  an
opportunity to acquire a proprietary interest in the Company.

The 2011 Plan provides for the grant of stock options, restricted stock or cash awards (any grant under the 2011 Plan, an “Award”).
The stock options may be incentive  stock options or  non-qualified stock options.  Currently,  a  total  of  8,000,000 shares  of  common
stock are eligible for issuance under the 2011 Plan. Upon the effectiveness of the Third Amended and Restated Equity Incentive Plan,
a total of 13,000,000 shares of common stock will be eligible for issuance under the 2011 Plan.

Currently,  the  maximum number  of  shares  of  common stock  with  respect  to  which  Options  or  Restricted  Stock  (as  both  terms  are
defined in the 2011 Plan) may be granted to any Participant (as defined in the 2011 Plan) is 5,000,0000 shares. Upon the effectiveness
of the Third Amended and Restated Equity Incentive Plan,  a single Participant  under the 2011 Plan may be granted a maximum of
10,000,000 shares of common stock under the 2011 Plan with respect to which Options or Restricted Stock.

The 2011 Plan may be administered by the Board or a committee consisting of two or more members of the Board appointed by the
Board (for purposes of this description, any such committee, a “Committee”). Officers and other employees of our Company or any
parent or subsidiary of our Company who are at the time of the grant of an Award employed by us or any parent or subsidiary of our
Company are eligible to be granted options or other Awards under the 2011 Plan. In addition, non-qualified stock options and other
Awards may be granted under the 2011 Plan to any person, including, but not limited to, directors, independent agents, consultants and
attorneys who the Board or the Committee, as the case may be, believes has contributed or will contribute to our success. With respect
to incentive stock options granted to an eligible employee owning stock possessing more than 10% of the total combined voting power
of  all  classes  of  our  stock  or  the  stock  of  a  parent  or  subsidiary  of  our  Company  immediately  before  the  grant  (each,  a  “10%
Stockholder”), such incentive stock option shall not be exercisable more than 5 years from the date of grant.

Cash awards may be issued under the 2011 Plan either alone or in addition to or in tandem with other Awards granted under the 2011
Plan or other payments made to a Participant not under the 2011 Plan. The Board or Committee, as the case may be, shall determine
the eligible persons to whom, and the time or times at which, cash awards will be made, the amount that is subject to the cash award,
the circumstances and conditions under which such amount shall be paid, in whole or in part, the time of payment, and all other terms
and conditions of the Awards. Each cash award shall be confirmed by, and shall be subject to the terms of, an agreement executed. The
maximum cash award that may be paid to any Participant under the 2011 Plan during any calendar year shall not exceed $2,500,000.

The exercise price of an incentive stock option will not be less than the fair market value of the shares underlying the option on the
date the option is granted, provided, however, that the exercise price of an incentive stock option granted to a 10% Stockholder may
not be less than 110% of such fair market value.
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The exercise price of a non-qualified stock option may not be less than fair market value of the shares of common stock underlying the
option on the date the option is granted.

Under the 2011 Plan, we may not, in the aggregate, grant incentive stock options that are first exercisable by any individual optionee
during any calendar year (under all such plans of the optionee’s employer corporation and its “parent” and “subsidiary” corporations,
as  those  terms  are  defined  in  Section  424  of  the  Internal  Revenue  Code)  to  the  extent  that  the  aggregate  fair  market  value  of  the
underlying stock (determined at the time the option is granted) exceeds $100,000.

Certain Awards made under the 2011 Plan may be granted so that they qualify as “performance-based compensation” (as this term is
used in Internal Revenue Code Section 162(m) and the regulations thereunder) and are exempt from the deduction limitation imposed
by  Code  Section  162(m)  (these  Awards  are  referred  to  as  “Performance-Based  Awards”).  Under  Internal  Revenue  Code  Section
162(m), our tax deduction may be limited to the extent total compensation paid to the chief executive officer, or any of the four most
highly compensated executive officers (other than the chief executive officer) exceeds $1 million in any one tax year. Among other
criteria, Awards only qualify as performance-based awards if at the time of grant the Compensation Committee is comprised solely of
two or  more  “outside  directors”  (as  this  term is  used  in  Internal  Revenue  Code  Section  162(m)  and  the  regulations  thereunder).  In
addition, we must obtain stockholder approval of material terms of performance goals for such “performance-based compensation.”

All  stock options and certain  stock awards,  performance awards,  cash awards and stock units  granted under  the 2011 Plan,  and the
compensation attributable to such Awards, are intended to (i) qualify as performance-based awards or (ii) be otherwise exempt from
the deduction limitation imposed by Internal Revenue Code Section 162(m). No options or other Awards may be granted on or after
the tenth anniversary of the effective date of the 2011 Plan.

From  time  to  time,  the  Company  issues  stock-based  compensation  in  accordance  with  the  2011  Plan  to  its  officers,  directors,
employees and consultants. The maximum term of options granted is generally ten (10) years and generally options vest over a period
of one (1) to four (4) years. However, the Board of the Company may approve other vesting schedules. Options may be exercised in
whole or in part.  The exercise price of stock options granted is generally the fair  market  value of the Company’s common stock as
determined by the Board on the date of grant, considering factors such as the sale of stock, results of operations and consideration of
the fair value of comparable private companies in the industry.

The following table sets forth information as of December 31, 2015 regarding compensation plans under which our equity securities
are authorized for issuance pursuant to our 2011 Plan.

Equity Compensation Plan Information
   

Plan Category  

Number of Securities 
to be Issued Upon 

Exercise of
Outstanding 

Options, Warrants and 
Rights 

(a)  

Weighted Average 
Exercise Price of 

Outstanding Options, 
Warrants and Rights 

(b)  

Number of Securities 
Remaining Available for 
Future Issuance Under 
Equity Compensation 

Plans (Excluding 
Securities Reflected in 

Column (a)) 
(c)

Equity compensation plans, approved by
security holders   332,000  $ 5.18   3,192,828 

Equity compensation plans, not approved
by security holders   —   —   — 

Total   332,000   5.18   3,192,828 

As of December 31, 2015, 5,014,985 shares of restricted stock and options to purchase 517,625 shares of common stock were awarded
under  the  2011  Plan,  14,812  shares  of  restricted  stock  and  options  to  purchase  98,875  shares  of  common  stock  were  forfeited  and
611,751 shares returned to the Company as payment of the exercise price or tax withholding obligations with respect to awards under
the 2011 Plan. As of December 31, 2015, 3,192,828 shares of common stock remain available for awards under the 2011 Plan.
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The Company does not have any current plans to make Awards under the 2011 Plan and, accordingly, the benefits or amounts that will
be  received  by  or  allocated  to  the  Chief  Executive  Officer,  other  executive  officers,  directors  and  employees  is  not  determinable.
Awards made under the 2011 Plan during the fiscal year ended December 31, 2015 were as follow:

  

Category  Dollar Value  
Number of 

Units
All current executive officers as a group  $ 3,443,000   382,500 
Directors who are not executive officers, as a group  $ 1,125,000   125,000 
All employees, including current officers who are not executive officers, as a group  $ 295,235   88,192 

THE  BOARD OF  DIRECTORS  UNANIMOUSLY  RECOMMENDS  A VOTE  “FOR”  THE  APPROVAL  OF THE  THIRD
AMENDED AND RESTATED EQUITY INCENTIVE PLAN.
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PROPOSAL III 
  

TO RATIFY THE 
APPOINTMENT OF COHNREZNICK LLP AS THE COMPANY’S INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING 

DECEMBER 31, 2016

CohnReznick  LLP has  audited  and  reported  upon  the  financial  statements  of  the  Company  for  the  fiscal  year  ended  December  31,
2015.  The  Audit  Committee  of  the  Board  has  re-appointed  CohnReznick  LLP  as  the  Company’s  independent  registered  public
accounting firm for the Company’s fiscal year ending December 31, 2016, and the Board is asking stockholders to ratify that selection.
Although current law, rules, and regulations, as well as the Audit Committee Charter, require the Audit Committee to engage, retain,
and  supervise  the  Company’s  independent  registered  public  accounting  firm,  the  Board  considers  the  selection of  the  independent
registered public  accounting firm to be an important  matter  of  stockholder  concern and is  submitting the selection of  CohnReznick
LLP for ratification by stockholders as a matter of good corporate practice.

The Audit Committee reserves the right, even after ratification by stockholders, to change the appointment of CohnReznick LLP as its
independent  registered  public  accounting  firm,  at  any  time  during  the  2016  fiscal  year,  if  it  deems  such  change  to  be  in  the  best
interests  of  the  Company  and  our  stockholders.  If  the  stockholders  do  not  ratify  the  selection  of  CohnReznick  LLP,  the  Audit
Committee will review the Company’s relationship with CohnReznick LLP and take such action as it deems appropriate, which may
include continuing to retain CohnReznick LLP as the Company’s independent registered public accounting firm.

A representative of CohnReznick LLP is expected to be present at the Annual Meeting with the opportunity to make a statement if he
or she desires to do so and is expected to be available to respond to appropriate questions.

THE  BOARD  OF  DIRECTORS  RECOMMENDS  A  VOTE  “FOR”  THE  RATIFICATION  OF  THE  APPOINTMENT  OF
COHNREZNICK LLP AS THE COMPANY’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR THE
FISCAL YEAR ENDING DECEMBER 31, 2016.
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STOCKHOLDER PROPOSALS FOR 2017 ANNUAL MEETING

Stockholders who wish to present proposals appropriate for consideration at our annual meeting of stockholders to be held in the year
2017  must  submit  a  notice  containing  the  proposal  in  proper  form  consistent  with  our  By-Laws,  addressed  to  the  attention  of  our
Secretary at our address set forth on the first page of this proxy statement and in accordance with applicable regulations under Rule
14a-8 of the Exchange Act, received by us no later than 120 days before the date of the proxy statement plus one year in order for the
proposal to be considered for inclusion in our proxy statement and form of proxy relating to such annual meeting.

If a stockholder submits a proposal after April 14, 2017 deadline required under Rule 14a-8 of the Exchange Act but still  wishes to
present the proposal at our annual meeting of stockholders (but not in our proxy statement)  to be held in 2017, the proposal,  which
must be presented in a manner consistent with our By-Laws and applicable law, must be delivered personally to, or be mailed to and
received by, the Secretary of the Company, at the principal executive offices of the Company, not earlier than the close of business on
May 16, 2017, and not later than the close of business on June 15, 2017; provided, however, that in the event that the annual meeting is
called for a date that is more than 30 calendar days earlier or more than 60 calendar days later than such September 13, 2017, notice by
the stockholder in order to be timely must be so delivered or received no earlier than the close of business on the 120 th calendar day
prior to the date of such annual meeting and not later than the close of business on the later of the 90 th calendar day prior to the date of
such annual meeting or, if the first public disclosure of the date of such annual meeting is made or given to stockholders less than 100
calendar days prior to the date of such annual meeting, the 10 th calendar day following the earlier of (i) the day on which such notice
of the date of the meeting was mailed to stockholders or (ii) the day on which public disclosure of the date of such annual meeting is
first made by the Company.

Each  Stockholder  Meeting  Notice  shall  set  forth  as  to  each  matter  the  stockholder  proposes  to  bring  before  the  meeting:  (i)  a
description of each item of business proposed to be brought before the meeting (including the text of the proposal or business and the
text  of  any  resolutions  proposed  for  consideration  and  the  reasons  for  conducting  such  business  at  the  meeting;  (ii)  the  name  and
record address, as they appear on the Company's books, of the stockholder proposing to bring such item of business before the meeting
and the name and address of all Stockholder Associated Persons, (iii) (A) the class and series and number of shares of each class and
series of capital stock of the Company which are, directly or indirectly, owned beneficially and/or of record by such stockholder or any
Stockholder Associated Person, documentary evidence of such record or beneficial ownership, and the date or dates such shares were
acquired and the investment intent at the time such shares were acquired, (B) any derivative instrument directly or indirectly owned
beneficially by such stockholder or any Stockholder Associated Person and any other direct or indirect right held by such stockholder
or  any  Stockholder  Associated  Person  to  profit  from,  or  share  in  any  profit  derived  from,  any  increase  or  decrease  in  the  value  of
shares  of  the Company,  (C) any proxy,  contract,  arrangement,  understanding,  or  relationship pursuant  to which such stockholder  or
any Stockholder Associated Person has a right to vote any securities of the Company, (D) any short interest indirectly or directly held
by such stockholder or any Stockholder Associated Person in any security issued by the Company, (E) any rights to dividends on the
shares of the Company owned beneficially by such stockholder or any Stockholder Associated Person that are separated or separable
from the underlying securities of the Company, (F) any proportionate interest in securities of the Company or derivative instruments
held, directly or indirectly, by a general or limited partnership in which such stockholder or any Stockholder Associated Person is a
general partner or, directly or indirectly, beneficially owns an interest in a general partner, and (G) any performance-related fees (other
than an asset-based fee) that such stockholder or any Stockholder Associated Person is entitled to based on any increase or decrease in
the value of securities of the Company or derivative instruments, if any, as of the date of such notice, including without limitation any
such  interests  held  by  members  of  such  stockholder’s  or  any  Stockholder  Associated Person’s  immediate  family  sharing  the  same
household (which information, in each case, shall be supplemented by such stockholder and any Stockholder Associated Person not
later  than  ten  (10)  calendar  days  after  the  record  date  for  the  meeting  to  disclose  such  ownership  as  of  the  record  date);  (iv)  a
description of all arrangements or understandings between such stockholder and/or any Stockholder Associated Person and any other
person  or  persons  (naming  such  person  or  persons)  in  connection  with  the  proposal  of  such  business  by  such  stockholder;  (v)  any
material interest of
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such stockholder or any Stockholder Associated Person in such business,  individually or in the aggregate,  including any anticipated
benefit to such stockholder or any Stockholder Associated Person therefrom; (vi) a representation from such stockholder as to whether
the  stockholder  or  any  Stockholder  Associated  Person  intends  or  is  part  of  a  group  which  intends  (1)  to  deliver  a  proxy  statement
and/or form of proxy to holders of at least the percentage of the Company’s outstanding capital stock required to approve or adopt the
proposal  and/or  (2)  otherwise  to  solicit  proxies  from  stockholders  in  support  of  such  proposal; (vii)  a  representation  that  such
stockholder is a holder of record of stock of the Company entitled to vote at such meeting, that such stockholder intends to vote such
stock at such meeting, and that such stockholder intends to appear at the meeting in person or by proxy to bring such business before
such meeting; (viii) whether and the extent to which any agreement, arrangement or understanding has been made, the effect or intent
of which is  to increase or  decrease the voting power of such stockholder  or any Stockholder  Associated Person with respect  to any
securities of the Company, without regard to whether such transaction is required to be reported on a Schedule 13D or other form in
accordance  with  Section  13(d)  of  the  Exchange Act,  or  any successor  provisions  thereto  and the  rules  and regulations  promulgated
thereunder;  (ix)  in  the  event  that  such  business  includes  a  proposal  to  amend  these  By-Laws,  the  complete  text  of  the  proposed
amendment;  and  (x)  such  other  information  regarding  each  matter  of  business  to  be  proposed  by  such  stockholder,  regarding  the
stockholder  in  his  or  her  capacity  as  a  proponent  of  a  stockholder  proposal,  or  regarding  any  Stockholder  Associated  Person,  that
would  be  required  to  be  disclosed  in  a  proxy  statement  or  other  filings  required  to  be  made  with  the  SEC  in  connection  with  the
solicitations of proxies for such business pursuant to Section 14 of the Exchange Act (or pursuant to any law or statute replacing such
section) and the rules and regulations promulgated thereunder.
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OTHER INFORMATION

Proxies  for  the  Annual  Meeting  will  be  solicited  by  mail  and  through  brokerage  institutions  and  all  expenses  involved,  including
printing and postage, will be paid by the Company.

A  COPY  OF  THE  COMPANY’S  ANNUAL  REPORT  FOR  THE  FISCAL  YEAR  ENDED  DECEMBER  31,  2015  IS  BEING
FURNISHED HEREWITH TO EACH STOCKHOLDER OF RECORD AS OF THE CLOSE OF BUSINESS ON JULY 20,  2016.
COPIES  OF  OUR  ANNUAL  REPORT  ON  FORM  10-K,  AND  ANY  AMENDMENTS  TO  THE  FORM  10-K,  WITHOUT
EXHIBITS, WILL BE PROVIDED UPON WRITTEN REQUEST. EXHIBITS TO THE FORM 10-K WILL BE PROVIDED FOR A
NOMINAL CHARGE. A WRITTEN REQUEST FOR THE FORM 10-K SHOULD BE MADE TO:

XCEL BRANDS, INC. 
1333 BROADWAY, 10 th FLOOR 

NEW YORK, NY 10018 
ATTENTION: SECRETARY

By order of the Board of Directors,

/s/ Robert W. D’Loren 
 

Robert W. D’Loren 
Chairman of the Board of Directors, Chief Executive 
Officer and President

August 15, 2016
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Annex A

XCEL BRANDS, INC. 
  

Third Amended and Restated Equity Incentive Plan

XCEL BRANDS, INC. 
2011 EQUITY INCENTIVE PLAN

Section 1. Purposes; Definitions.

The purpose of the Xcel Brands, Inc. Equity Incentive Plan is to enable Xcel Brands, Inc. to offer to those of its employees and to the
employees of its Subsidiaries and other persons who are expected to contribute to the success of the Company, long term performance-
based  stock  and/or  other  equity  interests  in  the  Company,  thereby  enhancing  their  ability  to  attract,  retain  and  reward  such  key
employees or other persons, and to increase the mutuality of interests between those employees or other persons and the stockholders
of Xcel Brands, Inc.

For purposes of the Plan, unless the context requires otherwise, the following terms shall be defined as set forth below:

(a) “Award” means an award granted under the Plan including a Stock Option, Restricted Stock or a Cash Award.

(b) “Board” means the Board of Directors of Xcel Brands, Inc.

(c) “Cash Award” means an Award entitling the Participant to a payment of cash, in the amount, under the circumstances and at the
times set forth in the Award, as further described in Section 7.

(d) “Cause” shall have the meaning ascribed thereto in Section 5(b)(ix) below.

(e) “Change of Control” shall have the meaning ascribed thereto in Section 9 below.

(f) “Code” means the Internal Revenue Code of 1986, as amended from time to time and any successor thereto.

(g)  “Committee”  means  the  Compensation  Committee  of  the  Board,  if  established,  or  any  other  committee  of  the  Board  which  the
Board may designate,  consisting of  two or more members  of  the Board each of  whom shall  meet  the definition of an “independent
director” under the listing rules of any securities exchange or national securities association on which the Stock is listed for trading and
the requirements set forth in any other law, rule or regulation applicable to the Plan hereinafter  enacted, provided, however, that (i)
with respect to any Award that is intended to satisfy the requirements of Rule 16b-3, such Award shall be granted and administered by
a committee of the Board consisting of at least such number of directors as are required from time to time by Rule 16b-3, and each
such  committee  member  shall  meet  such  qualifications  as  are  required  by  Rule  16b-3  and  (ii)  with  respect  to  any  Award  that  is
intended to satisfy the requirements of Section 162(m) of the Code, such Award shall be granted and administered by a committee of
the Board consisting of at least such number of directors as are required from time to time by Section 162(m) of the Code, and each
such committee member shall meet such qualifications as are required by Section 162(m) of the Code.

(h) “Company” means Xcel Brands, Inc., a corporation organized under the laws of the State of Delaware or any successor entity.

(i)  “Covered  Employee”  shall  mean  any  employee  of  the  Company  or  any  of  its  Subsidiaries  who  is  deemed  to  be  a  “covered
employee” within the meaning of Section 162(m) of the Code.

(j) “Disability” means the permanent and total disability as defined in Section 22(e)(3) of the Code.

(k)  “Early  Retirement”  means  retirement,  with  the  approval  of  the  Board or  the  Committee,  for  purposes  of  one  or  more  Award(s)
hereunder, from active employment with the Company or any Parent or Subsidiary prior to age 65.

(l) “Exchange Act” means the Securities Exchange Act of 1934, as amended, as in effect from time to time.
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(m)  “Fair  Market  Value”,  unless  otherwise  required  by  any  applicable  provision  of  the  Code  or  any  regulations  issued  thereunder,
means, as of any given date: (i) if the principal market for the Stock is a national securities exchange or the National Association of
Securities Dealers Automated Quotations System (“NASDAQ”), the closing sales price of the Stock on such day as reported by such
exchange or market system, or on a consolidated tape reflecting transactions on such exchange or market system, or (ii) if the principal
market for the Stock is not a national securities exchange and the Stock is not quoted on NASDAQ, the arithmetic mean of the high
and low prices of the Stock on the trading day of the grant as reported or provided by NASDAQ or the National Quotation Bureau,
Inc.,  provided  that  if  clauses  (i)  and  (ii)  of  this  paragraph  are  both  inapplicable,  or  if  no  trades  have  been  made  or  no  quotes  are
available for such day, the Fair Market Value of the Stock shall be determined in good faith by the Board or the Committee, as the
case may be, which determination shall be conclusive as to the Fair Market Value of the Stock.

(n) “409A Change” shall mean (i) the acquisition by any one person, or more than one person acting as a group, of Stock that, together
with Stock held by such person or group, constitutes more than fifty percent (50%) of the total fair market value or total voting power
of the Stock; (ii) (a) the acquisition by any one person, or more than one person acting as a group (or the acquisition during the 12-
month  period  ending  on  the  date  of  the  most  recent  acquisition  by  such  person  or  persons)  of  ownership  of  Stock  possessing  fifty
percent (50%) or more of the total voting power of the Stock; or (b) a majority of members of the Board is replaced during any 12-
month period by directors whose appointment or election is not endorsed by a majority of the members of the Board prior to the date
of the appointment or election; or (iii) the acquisition by any one person or more than one person acting as a group (or the acquisition
during the 12-month period ending on the date of the most recent acquisition by such person or persons) of assets from the Company
resulting in a Change of Control and, in any event, that have a total gross fair market value equal to or more than forty percent (40%)
of  the  total  gross  fair  market  value  of  all  of  the  assets  of  the  Company  immediately  prior  to  such  acquisition  or  acquisitions.  The
foregoing definition of “409A Change” shall be interpreted consistent with, and shall include all of the requirements of, Section 409A
of  the  Code  and  the  Treasury  regulations  issued  thereunder,  to  constitute  a  change  in  the  ownership  or  effective  control  of  the
corporation, or in the ownership of a substantial portion of the assets of the corporation as defined therein.

(o) “Incentive Stock Option” means any Stock Option which is intended to be and is designated as an “incentive stock option” within
the meaning of Section 422 of the Code, or any successor thereto. An Incentive Stock Option may only be granted to an employee of
the Company, a Parent or a Subsidiary as set forth in Section 421 and 422 of the Code, as applicable.

(p) “Non-Qualified Stock Option” means any Stock Option that is not an Incentive Stock Option.

(q) “Normal Retirement” means retirement from active employment with the Company or any Parent or Subsidiary on or after age 65.

(r) “Participant” shall mean any person who has received an award of an Option, Restricted Stock or a Cash Award under the Plan.

(s)  “Parent”  means  any  present  or  future  parent  of  the  Company,  as  such  term  is  defined  in  Section  424(e)  of  the  Code,  or  any
successor thereto.

(t) “Plan” means this Xcel Brands, Inc. 2011 Equity Incentive Plan, as hereinafter amended from time to time.

(u) “Restricted Stock” means Stock, received under an award made pursuant to Section 6 below that is subject to restrictions imposed
pursuant to said Section 6.

(v) “Retirement” means Normal Retirement or Early Retirement.

(w) “Rule 16b-3” means Rule 16b-3 of the General Rules and Regulations under the Exchange Act, as in effect from time to time, and
any successor thereto.

(x) “Securities Act” means the Securities Act of 1933, as amended, as in effect from time to time.

(y) “Stock” means the common stock of the Company.

A-2

 



 

(z) “Stock Option” or “Option” means any option to purchase shares of Stock which is granted pursuant to the Plan.

(aa) “Subsidiary” means any present or future subsidiary corporation of the Company, as such term is defined in Section 424(f) of the
Code, or any successor thereto.

Section 2. Administration.

The Plan shall be administered by the Board, or, at its discretion, the Committee.

The Board or the Committee, as the case may be, shall have the authority to grant Awards pursuant to the terms of the Plan, to officers
and other employees or other persons eligible under Section 4 below.

For purposes of illustration and not of limitation, the Board or the Committee, as the case may be, shall have the authority (subject to
the express provisions of the Plan):

(i) to select the officers, other employees of the Company or any Parent or Subsidiary and other persons to whom Stock Options and/or
Restricted Stock may be from time to time granted hereunder;

(ii) to determine the Incentive Stock Options, Non-Qualified Stock Options, Restricted Stock and/or Cash Awards or any combination
thereof, if any, to be granted hereunder to one or more eligible persons;

(iii) to determine the number of shares of Stock to be covered by each Award granted hereunder;

(iv) to determine the terms and conditions, not inconsistent with the terms of the Plan, of any Award granted hereunder (including, but
not limited to, share price, any restrictions or limitations, and any vesting acceleration, exercisability and/or forfeiture provisions); and

(v)  to  determine  the  terms  and  conditions  under  which  Awards  granted  hereunder  are  to  operate  on  a  tandem  basis  and/or  in
conjunction with or apart from other awards made by the Company or any Parent or Subsidiary outside of the Plan.

Subject to Section 10 hereof, the Board or the Committee, as the case may be, shall have the authority to (i) adopt, alter and repeal
such administrative rules, guidelines and practices governing the Plan as it shall, from time to time, deem advisable, (ii) interpret the
terms and provisions of  the Plan and any Award issued under the Plan (and to determine the form and substance of  all  agreements
relating thereto), and (iii) to otherwise supervise the administration of the Plan.

Subject to the express provisions of the Plan, all decisions made by the Board or the Committee, as the case may be, pursuant to the
provisions of the Plan shall be made in the Board’s or the Committee’s, as the case may be, sole and absolute discretion and shall be
final and binding upon all persons, including the Company, its Parent and Subsidiaries and the Plan Participants.

Subject to the provisions of the Plan, the Board or the Committee, as the case may be, may, in its sole discretion, from time to time
delegate  to  the  Chief  Executive  Officer  of  the  Company  (the  “CEO”)  the  authority,  subject  to  such  terms  as  the  Board  or  the
Committee, as the case may be, to determine and designate from time to time the employees or other persons to whom Awards may be
granted  and to  perform other  specified  functions  under  the  Plan;  provided,  however,  that  the  CEO may not  grant  any Award to,  or
perform any function related to an Award to, himself or any individual (i) then subject to Section 16 of the Exchange Act or (ii) who is
or, in the determination of the Board or the Committee, as the case may be, may become a Covered Employee, and any such grant or
function  relating  to  such  individuals  shall  be  performed  solely  by  the  Board  or  the  Committee,  as  the  case  may  be,  to  ensure
compliance  with  the  applicable  requirements  of  the  Exchange  Act  and  the  Code  or  (iii)  where  the  grant  or  performance  of  such
function  by  the  CEO  will  cause  the  Plan  not  to  comply  with  any  applicable  regulation  of  any  securities  exchange  or  automated
quotation system where the Stock is listed for trading.

Any such delegation of authority by the Board or the Committee, as the case may be, shall be by a resolution adopted by the Board or
the Committee, as the case may be, and shall specify all of the terms and conditions of the delegation. The resolution of the Board or
the Committee, as the case may be, granting such authority may authorize the CEO to grant Awards pursuant to the Plan and may set
forth the types of Awards that may be granted; provided, however, that the resolution shall (i) specify the maximum number of shares
of Stock
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that  may be awarded to any individual  Plan Participant  and to all  Participants  during a specified period of time and (ii)  specify the
exercise  price  (or  the  method  for  determining  the  exercise  price),  if  any,  of  an  Award,  the  vesting  schedule,  and  any  other  terms,
conditions,  or  restrictions  that  may  be  imposed  by  the  Board  or  the  Committee,  as  the  case  may  be,  in  its  sole  discretion.  The
resolution of the Board or the Committee, as the case may be, shall also require the CEO to provide the Board or the Committee, as the
case may be,  on at  least  a  monthly basis,  a  report  that  identifies  the Awards granted,  the Awards granted pursuant to the delegated
authority and, with respect to each Award: the name of the Participant, the date of grant of the award, the number of shares of Stock,
the exercise price and period, if any, and the vesting provisions of such Award, the terms of such Awards, in all cases, being subject to
the resolutions of the Board or the Committee, as the case may be, granting such authority.

The Board or the Committee, or the case may be, may also delegate to other officers of the Company, pursuant to a written delegation,
the  authority  to  perform  specified  functions  under  the  Plan  that  are  not  inconsistent  with  Rule  16b-3  or  other  rules  or  regulations
applicable  to  the  Plan.  Any actions  taken by any officers  of  the  Company pursuant  to  such written  delegation  of  authority  shall  be
deemed to have been taken by the Board or the Committee, as the case may be.

Section 3. Stock Subject to Plan.

The total number of shares of Stock reserved and available for distribution under the Plan shall be 13,000,000 shares. Such shares may
consist,  in  whole  or  in  part,  of  authorized  and  unissued  shares  or  treasury  shares.  The  maximum  number  of  shares  of  Stock  with
respect to which Incentive Stock Options may be granted under the Plan shall be 5,000,000 shares of Stock.

If any shares of Stock that have been optioned cease to be subject to a Stock Option award for any reason (other than by issuance of
such shares upon exercise of a Stock Option), or if any shares of Stock that are subject to any Restricted Stock award are forfeited or
any such award otherwise terminates without the issuance of such shares, such shares shall again be available for distribution under the
Plan.  Without  limiting  the  foregoing,  (i)  any  shares  of  Stock  subject  to  an  Award  that  remain  unissued  upon  the  cancellation,
surrender,  exchange  or  termination  of  such  Award  without  having  been  exercised  or  settled,  (ii)  any shares  of  Stock  subject  to  an
Award that are retained by the Company as payment of the exercise price or tax withholding obligations with respect to an Award, and
(iii)  any  shares  of  Stock  equal  to  the  number  of  previously  owned  shares  of  Stock  surrendered  to  the  Company  as  payment  of  the
exercise price of a Stock Option or to satisfy tax withholding obligations with respect to an Award.

In the event of any merger, reorganization, consolidation, recapitalization, stock dividend, stock split, extraordinary distribution with
respect to the Stock or other change in corporate structure affecting the Stock, such substitution or adjustments shall be made in the
(A) aggregate number of shares of Stock reserved for issuance under the Plan, (B) number, kind and exercise price of shares of Stock
subject  to  outstanding  Options  granted  under  the  Plan,  and  (C)  number,  kind,  purchase  price  and/or  appreciation  base  of  shares  of
Stock  subject  to  other  outstanding  Awards  granted  under  the  Plan,  as  may  be  determined  to  be appropriate  by  the  Board  or  the
Committee, as the case may be, in order to prevent dilution or enlargement of rights; provided, however, that the number of shares of
Stock subject to any Award shall always be a whole number. Such adjusted exercise price shall also be used to determine the amount
which is payable to the optionee upon the exercise by the Board or the Committee, as the case may be, of the alternative settlement
right which is set forth in Section 5(b)(xi) below.

Subject  to  the  provisions  of  the  immediately  preceding  paragraph,  the  maximum  number  of  shares  of  Stock  with  respect  to  which
Options or Restricted Stock may be granted or measured to any Participant  under the Plan during any calendar  year or part  thereof
shall not exceed 10,000,000 shares.

The maximum Cash Award that may be paid to any Participant under the Plan during any calendar year shall not exceed $2,500,000.

Section 4. Eligibility.

Officers  and  other  employees  of  the  Company  or  any  Parent  or  Subsidiary  (but  excluding  any  person  whose  eligibility  would
adversely affect the compliance of the Plan with the requirements of Rule 16b-3) who are at the time of the grant of an Award under
the Plan employed by the Company or any Parent or Subsidiary and

A-4

 



 

who are responsible for or contribute to the management, growth and/or profitability of the business of the Company or any Parent or
Subsidiary  are  eligible  to  be  granted  Awards  under  the  Plan.  In  addition,  Non-Qualified  Stock  Options  and  other  Awards  (but  not
Incentive  Stock Options)  may be granted under  the Plan to any person,  including,  but  not  limited to,  directors,  independent  agents,
consultants  and  attorneys  who  the  Board  or  the  Committee,  as  the  case  may  be,  believes  has  contributed  or  will  contribute  to  the
success of the Company. Eligibility under the Plan shall be determined by the Board or the Committee, as the case may be.

The  Board  or  the  Committee,  as  the  case  may  be,  may,  in  its  sole  discretion,  include  additional  conditions  and  restrictions  in  the
agreement entered into in connection with such Awards under the Plan. The grant of an Option or other Award under the Plan, and any
determination made in connection therewith, shall be made on a case by case basis and can differ among optionees and grantees. The
grant of an Option or other Award under the Plan is a privilege and not a right and the determination of the Board or the Committee, as
the case may be, can be applied on a non-uniform (discretionary) basis.

Section 5. Stock Options.

(a) Grant and Exercise.  Stock Options granted under the Plan may be of two types: (i) Incentive Stock Options and (ii) Non-Qualified
Stock Options. Any Stock Option granted under the Plan shall contain such terms as the Board or the Committee, as the case may be,
may from time to time approve. The Board or the Committee,  as the case may be, shall  have the authority to grant to any optionee
Incentive Stock Options, Non-Qualified Stock Options, or both types of Stock Options, and they may be granted alone or in addition to
other awards granted under the Plan. To the extent that any Stock Option is not designated as an Incentive Stock Option or does not
qualify as an Incentive Stock Option, it shall constitute a Non-Qualified Stock Option. The grant of an Option shall be deemed to have
occurred on the date on which the Board or the Committee, as the case may be, by resolution, designates an individual as a grantee
thereof, and determines the number of shares of Stock subject to, and the terms and conditions of, said Option, including the exercise
price.

Anything  in  the  Plan  to  the  contrary  notwithstanding,  no  term  of  the  Plan  relating  to  Incentive  Stock  Options  or  any  agreement
providing for Incentive Stock Options shall be interpreted, amended or altered, nor shall any discretion or authority granted under the
Plan be exercised, so as to disqualify the Plan under Section 422 of the Code, or, without the consent of the optionee(s) affected, to
disqualify any Incentive Stock Option under said Section 422.

(b) Terms and Conditions.  Stock Options granted under the Plan shall be subject to the following terms and conditions:

(i)  Option  Price.   The  option  price  per  share  of  Stock  purchasable  under  a  Stock  Option  shall  be  determined  by  the  Board  or  the
Committee, as the case may be, at the time of the grant and shall not be less than 100% (110% in the case of an Incentive Stock Option
granted  to  an  optionee  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 its Parent, if any, or its Subsidiaries (“10% Stockholder”)) of the Fair Market Value of the Stock at
the time the Stock Option is granted.

(ii) Option Term.  The term of each Stock Option shall be fixed by the Board or the Committee, as the case may be, but no Incentive
Stock  Option  shall  be  exercisable  more  than  ten  years  (five  years,  in  the  case  of  an  Incentive  Stock  Option  granted  to  a  10%
Stockholder) after the date on which the Option is granted.

(iii)  Exercisability.   Stock  Options  shall  be  exercisable  at  such  time  or  times  and  subject  to  such  terms  and  conditions  as  shall  be
determined by the Board or the Committee, as the case may be. If the Board or the Committee, as the case may be, provides, in its
discretion, that any Stock Option is exercisable only in installments, the Board or the Committee, as the case may be, may waive such
installment exercise provisions at any time at or after the time of grant in whole or in part, based upon such factors as the Board or the
Committee, as the case may be, shall determine.

(iv) Method of Exercise.  Subject to whatever installment, exercise and waiting period provisions are applicable in a particular case,
Stock Options may be exercised in whole or in part  at any time during the option period by giving written notice of exercise to the
Company specifying the number of shares of Stock to
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be purchased. Such notice shall be accompanied by payment in full of the exercise price for the Stock Options exercised, which shall
be in cash or, if provided in the Stock Option agreement referred to in Section 5(b)(xii) below or otherwise provided by the Board, or
Committee,  as the case may be, either at  or after the date of grant of the Stock Option, in whole shares of Stock which are already
owned by the holder of the Option or partly in cash and partly in such Stock. Cash payments shall be made by wire transfer, certified
or bank check or personal check, in each case payable to the order of the Company; provided, however, that the Company shall not be
required to deliver certificates for shares of Stock with respect to which an Option is exercised until the Company has confirmed the
receipt of good and available funds in payment of the purchase price thereof. If permitted, payments of the exercise price and any tax
required to be withheld by the Company in the form of Stock (which shall be valued at the Fair Market Value of a share of Stock on
the date of exercise) shall be made by delivery of stock certificates in negotiable form which are effective to transfer good and valid
title thereto to the Company, free of any liens or encumbrances.  In addition to the foregoing, payment of the exercise price may be
made by delivery to the Company by the optionee of an executed exercise form, together  with irrevocable  instructions to a broker-
dealer to sell or margin a sufficient portion of the shares covered by the option and deliver the sale or margin loan proceeds directly to
the Company.  Except as otherwise expressly  provided in  the Plan or  in  the Stock Option agreement  referred to  in Section 5(b)(xii)
below or  otherwise  provided  by  the  Board  or  Committee,  as  the  case  may be,  either  at  or  after  the  date  of  grant  of  the  Option,  no
Option  which  is  granted  to  a  person  who  is  at  the  time  of  grant  an  employee  of  the  Company  or  of  a  Subsidiary  or  Parent  of  the
Company may be exercised at any time unless the holder thereof is then an employee of the Company or of a Parent or a Subsidiary.
The  holder  of  an  Option  shall  have  none  of  the  rights  of  a  stockholder  with  respect  to  the  shares  subject  to  the  Option  until  the
optionee has given written notice of exercise, has paid in full for those shares of Stock and, if requested by the Board or Committee, as
the case may be, has given the representation described in Section 12(a) below.

(v) Transferability; Exercisability.  No Stock Option shall be transferable by the optionee other than by will or by the laws of descent
and distribution, except as may be otherwise provided with respect to a Non-Qualified Option pursuant to the specific provisions of the
Stock Option agreement pursuant to which it was issued as referred to in Section 5(b)(xii) below (which agreement may be amended,
from time to time). Except as otherwise provided in the Stock Option agreement relating to a Non-Qualified Stock Option, all Stock
Options shall be exercisable, during the optionee’s lifetime, only by the optionee or his or her guardian or legal representative.

(vi) Termination by Reason of Death.  Subject to Section 5(b)(x) below, if an optionee’s employment by the Company or any Parent or
Subsidiary  terminates  by  reason  of  death,  any  Stock  Option  held  by  such  optionee  may  thereafter  be  exercised,  to  the  extent  then
exercisable or on such accelerated basis as the Board or Committee, as the case may be, may determine at or after the time of grant, for
a period of one year (or such other period as the Board or the Committee, as the case may be, may specify at or after the time of grant)
from the date of death or until the expiration of the stated term of such Stock Option, whichever period is the shorter.

(vii)  Termination by Reason of  Disability.   Subject  to  Section 5(b)(x)  below, if  an optionee’s  employment  by the  Company or  any
Parent or Subsidiary terminates by reason of Disability,  any Stock Option held by such optionee may thereafter be exercised by the
optionee, to the extent it was exercisable at the time of termination or on such accelerated basis as the Board or the Committee, as the
case may be, may determine at or after the time of grant, for a period of one year (or such other period as the Board or the Committee,
as the case may be, may specify at or after the time of grant) from the date of such termination of employment or until the expiration
of the stated term of such Stock Option, whichever period is the shorter; provided, however, that if the optionee dies within such one
year period (or such other period as the Board or the Committee, as the case may be, shall specify at or after the time of grant), any
unexercised Stock Option held by such optionee shall thereafter be exercisable to the extent to which it was exercisable at the time of
death for a period of one year from the date of death or until the expiration of the stated term of such Stock Option, whichever period
is the shorter.

(viii) Termination by Reason of Retirement.  Subject to Section 5(b)(x) below, if an optionee’s employment by the Company or any
Parent or Subsidiary terminates by reason of Normal Retirement, any Stock Option held by such optionee may thereafter be exercised
by the optionee, to the extent it was exercisable at the time
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of termination or on such accelerated basis as the Board or the Committee, as the case may be, may determine at or after the time of
grant, for a period of one year (or such other period as the Board or the Committee, as the case may be, may specify at or after the time
of grant) from the date of such termination of employment or the expiration of the stated term of such Stock Option, whichever period
is  the  shorter;  provided,  however,  that  if  the  optionee  dies  within  such  one  year  period  (or  such  other  period  as  the  Board  or  the
Committee, as the case may be, shall specify at or after the date of grant), any unexercised Stock Option held by such optionee shall
thereafter be exercisable to the extent to which it was exercisable at the time of death for a period of one year from the date of death or
until  the  expiration of  the stated term of  such Stock Option,  whichever  period is  the shorter.  If  an optionee’s  employment  with the
Company or any Parent or Subsidiary terminates by reason of Early Retirement, the Stock Option shall thereupon terminate; provided,
however, that if the Board or the Committee, as the case may be, so approves at the time of Early Retirement, any Stock Option held
by  the  optionee  may  thereafter  be  exercised  by  the  optionee  as  provided  above  in  connection  with  termination  of  employment  by
reason of Normal Retirement.

(ix)  Other  Termination.   Subject  to  the  provisions  of  Section  12(h)  below,  and  unless  otherwise  determined  by  the  Board  or
Committee, as the case may be, at or after the time of grant, if an optionee’s employment by the Company or any Parent or Subsidiary
terminates for any reason other than death, Disability or Retirement, the Stock Option shall thereupon automatically terminate, except
that if the optionee is involuntarily terminated by the Company or any Parent or a Subsidiary without Cause (as hereinafter defined),
such Stock Option may be exercised for a period of three months (or such other period as the Board or the Committee, as the case may
be, shall specify at or after the time of grant) from the date of such termination or until the expiration of the stated term of such Stock
Option, whichever period is shorter. For purposes of the Plan, “Cause” shall mean (1) the conviction of the optionee of a felony under
Federal law or the law of the state in which such action occurred, (2) dishonesty by the optionee in the course of fulfilling his or her
employment duties, or (3) the failure on the part of the optionee to perform his or her employment duties in any material respect. In
addition, with respect to an option granted to an employee of the Company, a Parent or a Subsidiary, for purposes of the Plan, “Cause”
shall also include any definition of “Cause” contained in any employment agreement between the optionee and the Company, Parent
or Subsidiary, as the case may be.

(x) Additional Incentive Stock Option Limitation.  In the case of an Incentive Stock Option, the aggregate Fair Market Value of Stock
(determined at the time of grant of the Option) with respect to which Incentive Stock Options are exercisable for the first time by an
individual optionee during any calendar year (under all such plans of optionee’s employer corporation and its Parent and Subsidiaries)
shall not exceed $100,000.

(xi) Alternative Settlement of Option.  If provided for, upon the receipt of written notice of exercise or otherwise provided for by the
Board or Committee, as the case may be, either at or after the time of grant of the Stock Option, the Board or the Committee, as the
case may be, may elect to settle all or part of any Stock Option by paying to the optionee an amount, in cash or Stock (valued at Fair
Market Value on the date of exercise), equal to the product of the excess of the Fair Market Value of one share of Stock, on the date of
exercise over the Option exercise price, multiplied by the number of shares of Stock with respect to which the optionee proposes to
exercise the Option. Any such settlements which relate to Options which are held by optionees who are subject to Section 16(b) of the
Exchange  Act  shall  comply  with  any  “window  period”  provisions  of  Rule  16b-3,  to  the  extent  applicable,  and  with  such  other
conditions as the Board or Committee, as the case may be, may impose.

(xii) Stock Option Agreement.  Each grant of a Stock Option shall be confirmed by, and shall be subject to the terms of, an agreement
executed by the Company and the Participant. An Incentive Stock Option granted pursuant to the Plan shall be issued substantially in
the form set  forth  in  Appendix I  hereof,  which form is  hereby incorporated  by reference  and made a  part  hereof,  and shall  contain
substantially the terms and conditions set forth therein. A Non-Qualified Stock Option granted to an Employee pursuant to the Plan
shall be issued substantially in the form set forth in Appendix II hereof, which form is hereby incorporated by reference and made a
part hereof, and shall contain substantially the terms and conditions set forth therein. A Non-Qualified Stock Option granted to a non-
employee  directors  or  consultants  shall  be  issued  substantially  in  the  form  set  forth  in  Appendix  III  hereof,  which  form  is  hereby
incorporated by reference and made a part hereof, and shall contain substantially the terms and conditions set forth therein. At the time
of the grant of a Stock Option, the Board or Committee may, in the Board or Committee’s sole discretion, amend or
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supplement any of the option terms contained in Appendix I, II or III hereof for any particular optionee, provided that with respect to
an Incentive Stock Option, the Stock Option satisfies the requirements for an Incentive Stock Option set forth in the Code.

Section 6. Restricted Stock.

(a) Grant and Exercise.  Shares of Restricted Stock may be issued either alone or in addition to or in tandem with other awards granted
under the Plan. The Board or the Committee, as the case may be, shall determine the eligible persons to whom, and the time or times at
which, grants of Restricted Stock will be made, the number of shares to be awarded, the price (if any) to be paid by the recipient, the
time  or  times  within  which  such  Awards  may be  subject  to  forfeiture  (the  “Restriction  Period”),  the  vesting  schedule  and  rights  to
acceleration thereof, and all other terms and conditions of the Awards. The Board or the Committee, as the case may be, may condition
the grant of Restricted Stock upon the attainment of such factors as the Board or the Committee, as the case may be, may determine.

(b) Terms and Conditions.  Each Restricted Stock award shall be subject to the following terms and conditions:

(i)  Restricted  Stock,  when  issued,  shall  be  represented  by  a  stock  certificate  or  certificates  registered  in  the  name  of  the  holder  to
whom such Restricted Stock shall have been awarded. During the Restriction Period, any certificates representing the Restricted Stock
and any securities constituting Retained Distributions (as defined below) shall bear a restrictive legend to the effect that ownership of
the Restricted Stock (and such Retained Distributions), and the enjoyment of all rights related thereto, are subject to the restrictions,
terms  and  conditions  provided  in  the  Plan  and  the  Restricted  Stock  agreement  referred  to in  Section  6(b)(iv)  below.  Any  such
certificates  shall  be  deposited  by  the  holder  with  the  Company,  together  with  stock  powers  or  other  instruments  of  assignment,
endorsed  in  blank,  which  will  permit  transfer  to  the  Company  of  all  or  any  portion  of  the  Restricted  Stock  and  any  securities
constituting  Retained  Distributions  that  shall  be  forfeited  or  that  shall  not  become  vested  in  accordance  with  the  Plan  and  the
applicable Restricted Stock agreement.

(ii)  Restricted  Stock  shall  constitute  issued  and  outstanding  shares  of  Common  Stock  for  all  corporate  purposes,  and  the  issuance
thereof shall be made for at least the minimum consideration (if any) necessary to permit the shares of Restricted Stock to be deemed
to be fully paid and nonassessable. Unless the Board or the Committee, as the case may be, determines otherwise, the holder will have
the right to vote such Restricted Stock, to receive and retain all regular cash dividends and other cash equivalent distributions as the
Board or the Committee, as the case may be, may, in its sole discretion designate, pay or distribute on such Restricted Stock and to
exercise all other rights, powers and privileges of a holder of Stock with respect to such Restricted Stock, with the exceptions that (A)
the holder will not be entitled to delivery of the stock certificate or certificates representing such Restricted Stock until the Restriction
Period shall have expired and unless all other vesting requirements with respect thereto shall have been fulfilled; (B) the Company will
retain  custody  of  the  stock  certificate  or  certificates  representing  the  Restricted  Stock  during  the  Restriction  Period;  (C)  other  than
regular  cash  dividends  and  other  cash  equivalent  distributions  as  the  Board  or  the  Committee,  as  the  case  may  be,  may  in  its  sole
discretion  designate,  pay  or  distribute,  the  Company  will  retain  custody  of  all  distributions  (“Retained  Distributions”)  made  or
declared  with  respect  to  the  Restricted  Stock  (and  such  Retained  Distributions  will  be  subject  to  the  same  restrictions,  terms  and
conditions  as are  applicable  to  the  Restricted  Stock)  until  such  time,  if  ever,  as  the  Restricted  Stock  with  respect  to  which  such
Retained  Distributions  shall  have  been  made,  paid  or  declared  shall  have  become vested  and  with  respect  to  which  the  Restriction
Period shall have expired; (D) the holder may not sell, assign, transfer, pledge, exchange, encumber or dispose of the Restricted Stock
or any Retained Distributions during the Restriction Period; and (E) a breach of any of the restrictions, terms or conditions contained
in  the  Plan  or  the  Restricted  Stock  agreement  referred  to  in  Section  6(b)(iv)  below,  or  otherwise  established  by  the  Board  or  the
Committee,  as  the  case  may  be,  with  respect  to  any  Restricted  Stock  or  Retained  Distributions  will  cause  a  forfeiture  of  such
Restricted Stock and any Retained Distributions with respect thereto.

(iii)  Upon the  expiration  of  the  Restriction  Period  with  respect  to  each  award  of  Restricted  Stock  and  the  satisfaction  of  any  other
applicable restrictions, terms and conditions (A) all or part of such Restricted Stock shall become vested in accordance with the terms
of  the  Restricted  Stock  agreement  referred  to  in  Section  6(b)(iv)  below,  and  (B)  any  Retained  Distributions  with  respect  to  such
Restricted Stock shall become
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vested  to  the  extent  that  the  Restricted  Stock  related  thereto  shall  have  become  vested.  Any  such  Restricted  Stock  and  Retained
Distributions that do not vest shall be forfeited to the Company and the holder shall not thereafter have any rights with respect to such
Restricted Stock and Retained Distributions that shall have been so forfeited.

(iv)  Restricted  Stock  Agreement.   Each  Restricted  Stock  award  shall  be  confirmed  by,  and  shall  be  subject  to  the  terms  of,  an
agreement  executed  by  the  Company  and  the  Participant.  A  Restricted  Stock  award  granted  pursuant  to  the  Plan  shall  be  issued
substantially in the form set forth in Appendix IV hereof, which form is hereby incorporated by reference and made a part hereof, and
shall  contain  substantially  the  terms  and  conditions  set  forth  therein.  At  the  time  of  the  grant  of  Restricted  Stock,  the  Board  or
Committee may, in the Board or Committee’s sole discretion, amend or supplement any of the terms contained in Appendix IV hereof
for any particular Restricted Stock holder.

Section 7. Cash Awards.

(a) Grant.  Cash Awards may be issued under the Plan either alone or in addition to or in tandem with other Awards granted under the
Plan or other payments made to a Participant not under the plan. The Board or Committee,  as the case may be, shall  determine the
eligible persons to whom, and the time or times at which, cash awards will be made, the amount that is subject to the Cash award, the
circumstances and conditions under which such amount shall be paid, in whole or in part, the time of payment, and all other terms and
conditions of the Awards.

(b) Written agreement.  Each Cash Award shall be confirmed by, and shall be subject to the terms of, an agreement executed.

(c) Other cash payments.  This Section 7 shall not be construed to prohibit the Company from making cash payments not under the
Plan  to  employees,  consultants,  service  providers,  independent  contractors  and  directors  as  determined  by  the  Company  in  its  sole
discretion.

Section 8. Performance-Based Awards.

(a) In General.  All Options, certain Restricted Stock awards and Cash Awards wards granted under the Plan, and the compensation
attributable  to  such  awards,  are  intended  to  (i)  qualify  as  Performance-Based  Awards  (as  defined  in  the  next  sentence)  or  (ii)  be
otherwise exempt from the deduction limitation imposed by Section 162(m) of the Code. Certain Awards granted under the Plan may
be granted in a manner such that Awards qualify as “performance-based compensation” (as such term is used in Section 162(m) of the
Code  and  the  regulations  thereunder)  and  thus  be  exempt  from  the  deduction  limitation  imposed  by Section  162(m)  of  the  Code
(“Performance-Based Awards”). Awards may only qualify as Performance-Based Awards if they are granted by the Committee at a
time when the Committee is comprised solely of two or more “outside directors” (as such term is used in Section 162(m) of the Code
and the regulations thereunder) (“Qualifying Committee”).

(b) Options.  Stock Options granted under the Plan with an exercise price at or above the Fair Market Value of Common Stock on the
date of grant are intended to qualify as Performance-Based Awards.

(c) Other Performance-Based Awards.  Restricted Stock awards and Cash Awards granted under the Plan may qualify as Performance-
Based  Awards  if,  as  determined  by  a  Qualifying  Committee,  in  its  discretion,  either  the  granting  of  such  award  is  subject  to  the
achievement of a performance target or targets based on one or more of the performance measures specified in Section 8(d) below.
With respect to such awards intended to qualify as Performance-Based Awards:

(1) the Qualifying Committee shall establish in writing (x) the objective performance-based goals applicable to a given period and (y)
the  individual  employees  or  class  of  employees  to  which  such  performance-based  goals  apply  no  later  than  90  days  after  the
commencement of such period (but in no event after 25 percent of such period has elapsed);

(2) no Performance-Based Awards shall be payable to or vest with respect to, as the case may be, any Participant for a given period
until the Qualifying Committee certifies in writing that the objective performance goals (and any other material terms) applicable to
such period have been satisfied; and
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(3)  after  the establishment  of  a performance goal,  the Qualifying Committee shall  not  revise such performance goal  or increase the
amount of compensation payable thereunder (as determined in accordance with Section 162(m) of the Code) upon the attainment of
such performance goal.

(d)  Performance  Measures.   The Qualifying Committee  may use the following performance measures  (either  individually  or  in  any
combination)  to  set  performance  targets  with  respect  to  awards  intended  to  qualify  as  Performance-Based  Awards:  revenue;  pretax
income  before  allocation  of  corporate  overhead  and  bonus;  budget;  earnings  per  share;  net  income;  division,  group  or  corporate
financial goals; return on stockholders’ equity; return on assets; return on net assets; return on investment capital; gross margin return
on  investment;  gross  margin  dollars  or  percent;  payroll  as  a  percentage  of  revenues;  inventory shrink;  employee  turnover;  sales,
general and administrative expense; attainment of strategic and operational initiatives; appreciation in and/or maintenance of the price
of Common Stock or any other publicly-traded securities of the Company, if any; market share; gross profits; earnings before interest
and taxes; earnings before interest, taxes, depreciation and amortization (“EBITDA”); EBITDA adjusted for non-cash or non-recurring
items;  economic  value-added  models;  comparisons  with  various  stock  market  indices;  achievement  of  technological  or  product
development milestones;  and/or reductions in costs.  The foregoing criteria  shall  have any reasonable definitions that  the Qualifying
Committee may specify, which may include or exclude any or all  of the following items as the Qualifying Committee may specify:
extraordinary, unusual or non-recurring items; effects of accounting changes; effects of financing activities; expenses for restructuring
or  productivity  initiatives; other  non-operating  items;  spending  for  acquisitions;  effects  of  divestitures;  and  effects  of  litigation
activities  and  settlements.  Any  such  performance  criterion  or  combination  of  such  criteria  may  apply  to  the  Participant’s  award
opportunity in its entirety or to any designated portion or portions of the award opportunity, as the Qualifying Committee may specify.

Section 9. Change of Control Provisions.

(a) A “Change of Control” shall be deemed to have occurred on the tenth day after:

(i)  any  individual,  corporation  or  other  entity  or  group  (as  defined  in  Section  13(d)(3)  of  the  Exchange  Act),  becomes,  directly  or
indirectly,  the beneficial  owner  (as  defined in  the General  Rules  and Regulations  of  the Securities  and Exchange Commission with
respect to Sections 13(d) and 13(g) of the Exchange Act) of more than 50% of the then outstanding shares of the Company’s capital
stock entitled to vote generally in the election of directors of the Company; or

(ii) the commencement of, or the first public announcement of the intention of any individual, firm, corporation or other entity or of
any group (as defined in Section 13(d)(3) of the Exchange Act) to commence, a tender or exchange offer subject to Section 14(d)(1) of
the Exchange Act for any class of the Company’s capital stock; or

(iii)  the  stockholders  of  the  Company  approve  (A)  a  definitive  agreement  for  the  merger  or  other  business  combination  of  the
Company  with  or  into  another  corporation  pursuant  to  which  the  stockholders  of  the  Company  do  not  own,  immediately  after  the
transaction, more than 50% of the voting power of the corporation that survives, or (B) a definitive agreement for the sale, exchange or
other disposition of all or substantially all of the assets of the Company, or (C) any plan or proposal for the liquidation or dissolution
of the Company; provided,  however,  that  a “Change of Control” shall  not be deemed to have taken place if beneficial ownership is
acquired (A) directly from the Company, other than an acquisition by virtue of the exercise or conversion of another security unless
the  security  so  converted  or  exercised  was  itself  acquired  directly  from  the  Company,  or  (B)  by,  or  a  tender  or  exchange  offer  is
commenced or announced by, the Company, any profit-sharing, employee ownership or other employee benefit plan of the Company;
or any trustee of or fiduciary with respect to any such plan when acting in such capacity.
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(b)  In  the  event  of  a  “Change  of  Control”  as  defined  in  Section  9(a)  above,  and  unless  otherwise  provided  in  a  grant  agreement,
employment agreement or other agreement between the Company and the Participant, Awards granted under the Plan will be subject
to the following provisions, unless the provisions of this Section 9 are suspended or terminated by an affirmative vote of a majority of
the Board prior to the occurrence of such a “Change of Control”:

(i) all outstanding Stock Options which have been outstanding for at least six months shall become exercisable in full, whether or not
otherwise exercisable at such time, and any such Stock Option shall remain exercisable in full thereafter until it expires pursuant to its
terms; and

(ii) all restrictions and deferral limitations contained in Restricted Stock awards granted under the Plan shall lapse and the shares of
stock subject to such awards shall be distributed to the Participant within thirty (30) days of the “Change of Control.” Notwithstanding
the  foregoing to  the  contrary,  all  restrictions  and deferral  limitations  with  respect  to  an Award to  which Section  409A of  the  Code
applies shall not lapse and no distribution made under this Section 9(b) unless the “Change of Control” qualifies as a 409A Change
and such lapse and distribution does not cause adverse tax consequences under Section 409A of the Code.

Section 10. Amendments and Termination.

The Board may at any time, and from time to time, amend any of the provisions of the Plan, and may at any time suspend or terminate
the  Plan.  The  Board  or  the  Committee,  as  the  case  may  be,  may  amend  the  terms  of  any  Stock  Option  or  other  award  theretofore
granted under  the  Plan;  provided,  however,  that  subject  to  Section 3 above,  no such amendment  may be made by the  Board or  the
Committee, as the case may be, which in any material respect impairs the rights of the Participant without the Participant’s consent,
except for such amendments which are made to cause the Plan to qualify for the exemption provided by Rule 16b-3. Moreover, no
Stock Option previously granted under the Plan may be amended to reduce the exercise price of the Stock Option.

Section 11. Unfunded Status of Plan.

The Plan is intended to constitute an “unfunded” plan for incentive and deferred compensation. With respect to any payments not yet
made to a Participant or optionee by the Company, nothing contained herein shall give any such Participant or optionee any rights that
are greater than those of a creditor of the Company.

Section 12. General Provisions.

(a)  The  Board  or  the  Committee,  as  the  case  may  be,  may  require  each  person  acquiring  shares  of  Stock  pursuant  to  an  Option,
Restricted Stock, or other award under the Plan to represent to and agree with the Company in writing, among other things, that the
optionee or Participant is acquiring the shares for investment without a view to distribution thereof.

(b) All certificates for shares of Stock delivered under the Plan shall be subject to such stop transfer orders and other restrictions as the
Board or  the Committee,  as  the case may be,  may deem to be advisable  under  the rules,  regulations,  and other  requirements  of  the
Securities and Exchange Commission, any stock exchange or association upon which the Stock is then listed or traded, any applicable
Federal or state securities law, and any applicable corporate law, and the Board or the Committee, as the case may be, may cause a
legend or legends to be put on any such certificates to make appropriate reference to such restrictions.

(c)  Nothing  contained  in  the  Plan  shall  prevent  the  Board  from adopting  such other  or  additional  incentive  arrangements  as  it  may
deem desirable, including, but not limited to, the granting of stock options and the awarding of stock and cash otherwise than under the
Plan; and such arrangements may be either generally applicable or applicable only in specific cases.

(d) Nothing contained in the Plan or in any award hereunder shall be deemed to confer upon any employee of the Company or any
Parent or Subsidiary any right to continued employment with the Company or any Parent or Subsidiary, nor shall it interfere in any
way with the right of the Company or any Parent or Subsidiary to terminate the employment of any of its employees at any time.

(e) No later than the date as of which an amount first becomes includable in the gross income of the Participant for Federal income tax
purposes with respect to any Option, Restricted Stock, Cash Award or other
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award under the Plan, the Participant shall pay to the Company, or make arrangements satisfactory to the Board or the Committee, as
the case may be, regarding the payment of, any Federal, state and local taxes of any kind required by law to be withheld or paid with
respect to such amount. If permitted by the Board or the Committee, as the case may be, tax withholding or payment obligations may
be settled with Stock, including Stock that is part of the award that gives rise to the withholding requirement. The obligations of the
Company under the Plan shall be conditional upon such payment or arrangements, and the Company or the Participant’s employer (if
not  the  Company)  shall,  to  the  extent  permitted  by  law,  have  the  right  to  deduct  any  such  taxes  from  any  payment  of  any  kind
otherwise due to the Participant from the Company or any Parent or Subsidiary.

(f) The Plan and all awards made and actions taken thereunder shall be governed by and construed in accordance with the laws of the
State of Delaware (without regard to choice of law provisions).

(g)  Any  Stock  Option,  Restricted  Stock,  Cash  Award  or  other  award  made  under  the  Plan  shall  not  be  deemed  compensation  for
purposes of computing benefits under any retirement plan of the Company or any Parent or Subsidiary and shall not affect any benefits
under any other benefit plan now or subsequently in effect under which the availability or amount of benefits is related to the level of
compensation (unless required by specific reference in any such other plan to awards under the Plan).

(h)  Subject  to  the  requirements  of  Section  409A of  the  Code  if  applicable,  a  leave  of  absence,  unless  otherwise  determined  by  the
Board or the Committee, as the case may be, prior to the commencement thereof, shall not be considered a termination of employment.
Any  Stock  Option,  Restricted  Stock,  Cash  Award  or  other  awards  made  under  the  Plan  shall  not  be  affected  by  any  change  of
employment, so long as the holder continues to be an employee of the Company or any Parent or Subsidiary.

(i) Except as otherwise expressly provided in the Plan or in any Stock Option agreement, Restricted Stock agreement or Cash Award
agreement,  no  right  or  benefit  under  the  Plan  may  be  alienated,  sold,  assigned,  hypothecated,  pledged,  exchanged,  transferred,
encumbranced or charged, and any attempt to alienate, sell, assign, hypothecate, pledge, exchange, transfer, encumber or charge the
same shall  be  void.  No right  or  benefit  hereunder  shall  in  any  manner  be  subject  to  the  debts,  contracts  or  liabilities  of  the  person
entitled to such benefit.

(j) The obligations of the Company with respect to all Stock Options, Restricted Stock, Cash Awards and other awards under the Plan
shall be subject to (A) all applicable laws, rules and regulations, and such approvals by any governmental agencies as may be required,
including, without limitation, the effectiveness of a registration statement under the Securities Act, and (B) the rules and regulations of
any securities exchange or association on which the Stock may be listed or traded.

(k) If any of the terms or provisions of the Plan conflicts with the requirements of Rule 16b-3 as in effect from time to time, or with
the requirements of any other applicable law, rule or regulation, and with respect to Incentive Stock Options, Section 422 of the Code,
then such terms or provisions shall be deemed inoperative to the extent they so conflict with the requirements of said Rule 16b-3, and
with respect to Incentive Stock Options, Section 422 of the Code. With respect to Incentive Stock Options, if the Plan does not contain
any provision required to be included herein under Section 422 of the Code, such provision shall be deemed to be incorporated herein
with the same force and effect as if such provision had been set out at length herein.

(l) The Board or the Committee, as the case may be, may terminate any Stock Option, Restricted Stock, Cash Award or other award
made under the Plan if  a written agreement  relating thereto is  not executed and returned to the Company within 30 days after  such
agreement has been delivered to the optionee or Participant for his or her execution.

(m) The grant of awards pursuant to the Plan shall not in any way effect the right or power of the Company to make reclassifications,
reorganizations or other changes of or to its capital or business structure or to merge, consolidate, liquidate, sell or otherwise dispose
of all or any part of its business or assets.
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Section 13. Effective Date of Plan.

The  Plan  shall  be  effective  upon  the  effective  date  of  a  business  combination  with  a  public  reporting  company  that,  upon  the
effectiveness  of  such  business  combination,  such  public  reporting  company  shall  have  at  least  2,000,000  authorized  and  unissued
shares.

Section 14. Term of Plan.

No Stock Option, Restricted Stock or Cash Award shall be granted pursuant to the Plan after the tenth anniversary of the effective date
of the Plan, but awards granted on or prior to such tenth anniversary may extend beyond that date.

Section 15. Section 409A of the Code Compliance.

(a) Awards under the Plan are intended either to be exempt from the rules of Section 409A of the Code or to satisfy those rules and
shall be construed accordingly. If intended to satisfy the applicable requirements of Section 409A of the Code, an Award and the Plan,
as  applicable,  shall  be  performed  and  interpreted  consistent  with  such  intent.  If  the  Board  or  the  Committee,  as  the  case  may  be,
determines  in  good faith  that  any provision  of  this  Plan  does  not  satisfy  such  requirements  or  could  cause  any  person to  recognize
additional taxes, penalties or interest under Section 409A of the Code, the Board or the Committee, as the case may be, is empowered
to modify, to the extent practicable, the original intent of the applicable provision without violation of Section 409A of the Code. In
addition, notwithstanding any provision contained herein to the contrary, the Board or the Committee, as the case may be, shall have
broad  authority  to  amend  or  to  modify  the  Plan,  without  advance  notice  to  or  consent  by  any  person,  to  the  extent  necessary  or
desirable to ensure compliance with Section 409A of the Code. However, the Company shall not be liable to any Participant or other
holder  of  an  Award  with  respect  to  any  Award-related  adverse  tax  consequences  arising  under  Section  409A of  the  Code  or  other
provision of the Code.

(b) If any provision of the Plan or an Award agreement contravenes any regulations or treasury guidance promulgated under Section
409A of the Code or could cause an Award to be subject to the interest and penalties under Section 409A of the Code, such provision
of the Plan or Award shall be deemed automatically modified to maintain, to the maximum extent practicable, the original intent of the
applicable provision without violating the provisions of Section 409A of the Code and the Board or the Committee, as the case may
be, in its reasonable discretion, may take such actions as it determines to avoid contravention of Section 409A of the Code. Moreover,
any discretionary authority that the Board or the Committee, as the case may be, may have pursuant to the Plan shall not be applicable
to an Award that is subject to Section 409A of the Code to the extent such discretionary authority will contravene Section 409A of the
Code or the treasury regulations or guidance promulgated thereunder.

(c)  Notwithstanding  any  provisions  of  this  Plan  or  any  Award  granted  hereunder  to  the  contrary,  no  acceleration  shall  occur  with
respect  to  any  Award  to  the  extent  such  acceleration  would  cause  the  Plan  or  an  Award  granted  hereunder  to  fail  to  comply  with
Section 409A of the Code.

(d) Notwithstanding any provisions of this Plan or any applicable Award agreement to the contrary, no payment shall be made with
respect to any Award granted under this Plan to a “specified employee” (as such term is defined for purposes of Section 409A of the
Code) prior to the first date that is at least six months after the employee’s separation of service to the extent such six-month delay in
payment is required to comply with Section 409A of the Code. To the extent required to comply with Section 409A of the Code, a
termination  of  employment  shall  not  be  deemed to  have  occurred  for  purposes  of  any  payment  or distribution upon or  following a
termination  of  employment  unless  such  termination  is  also  a  “separation  from service”  within  the  meaning  of  Section  409A of  the
Code and accordingly, a reference to termination of employment, termination of service or like terms shall mean a “separation from
service” as the context may require.
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(e) The Board or the Committee, as the case may be, may adopt rules and procedures subject to the requirements of Section 409A of
the Code to permit a Participant to defer the receipt of any of the cash or Stock to be received pursuant to an Award.

(f) In the case of an Award providing for the payment of deferred compensation subject to Section 409A of the Code, any payment of
such deferred compensation by reason of a “change of control” shall be made only if the “change of control” is (1) one described in
Section 9 and (2) one described in a 409A Change, and shall be paid consistent with the requirements of Section 409A of the Code. If
any  deferred  compensation  that  would  otherwise  be  payable  by  reason  of  a  “change  of  control”  cannot  be  paid  by  reason  of  the
immediately preceding sentence, it shall be paid as soon as practicable thereafter consistent with the requirements of Section 409A of
the Code, as determined by the Board or the Committee, as the case may be.
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APPENDIX I 
  

INCENTIVE STOCK OPTION

 

To:
 

              Name 
   
              Address

Date of Grant:  

You (“Optionee”) are hereby granted an option,  effective as of the date hereof,  to purchase     shares of common stock (“Common
Stock”), of Xcel Brands, Inc., a Delaware corporation (the “Company”), at a price of $     per share pursuant to the Company’s Equity
Incentive Plan (the “Plan”).

This option shall terminate and is not exercisable after ten years from the date of its grant (the “Scheduled Termination Date”), except
if terminated earlier as hereafter provided.

Your option may first be exercised on and after one year from the date of grant, but not before that time. On and after one year and
prior to two years from the date of grant, your option may be exercised for up to    % of the total number of shares subject to the option
minus the number of shares previously purchased by exercise of the option (as adjusted for any change in the outstanding shares of the
Common  Stock  of  the  Company  by  reason  of  a  stock  dividend,  stock  split,  combination  of  shares,  recapitalization,  merger,
consolidation, transfer of assets, reorganization, conversion or what the Board or Committee deems in its sole discretion to be similar
circumstances).  Each succeeding  year  thereafter  your  option  may be  exercised  for  up to  an  additional      % of  the  total  number  of
shares subject to the option minus the number of shares previously purchased by exercise of the option (as adjusted for any change in
the  outstanding  shares  of  the  Common  Stock  of  the  Company  by  reason  of  a  stock  dividend,  stock  split,  combination  of  shares,
recapitalization, merger, consolidation, transfer of assets, reorganization, conversion or what the Board or Committee deems in its sole
discretion to be similar  circumstances).  Thus,  this  option is  fully exercisable  on and after      years  after  the date of grant,  except  if
terminated earlier as provided herein.

You may exercise your option by giving written notice to the Secretary of the Company on forms supplied by the Company at its then
principal  executive office,  accompanied by payment of the option price for the total  number of shares you specify that  you wish to
purchase. The payment may be in any of the following forms: (a) cash, which may be evidenced by a check and includes cash received
from  a  stock  brokerage  firm  in  a  so-called  “cashless  exercise”;  (b)  (unless  prohibited  by  the  Board  or  Committee)  certificates
representing shares of Common Stock of the Company, which will be valued by the Secretary of the Company at the fair market value
per share of the Company’s Common Stock (as determined in accordance with the Plan) on the date of delivery of such certificates to
the Company, accompanied by an assignment of the stock to the Company; or (c) (unless prohibited by the Board or Committee) any
combination  of  cash  and  Common  Stock  of  the  Company  valued  as  provided  in  clause  (b).  The  use  of  the  so-called  “attestation
procedure”) to exercise a stock option may be permitted by the Board or Committee. Any assignment of stock shall be in a form and
substance satisfactory to the Secretary of the Company, including guarantees of signature(s) and payment of all  transfer taxes if the
Secretary deems such guarantees necessary or desirable.

Your option will, to the extent not previously exercised by you, terminate three months after the date on which your employment by
the Company or any Parent or Subsidiary is terminated other than: (i) by reason of Disability or death, in which case your option will
terminate one year from the date of termination of employment due to Disability or death (but in no event later than the Scheduled
Termination Date) or (ii) for Cause or your resignation, in which case your option will terminate immediately and you will forfeit any
right to exercise the option. After the date your employment is terminated, as aforesaid (other than for the reasons stated in clause ii),
you may exercise this option only for the number of shares which you had a right to purchase and did not purchase on the date your
employment terminated. If you are employed by any Parent or Subsidiary, your employment shall be deemed to have terminated on
the date your employer ceases to be a Parent or Subsidiary, unless you are on that date transferred to the Company or another Parent or
Subsidiary.

 



 

Your employment shall not be deemed to have terminated if you are transferred from the Company to any Parent or Subsidiary, or vice
versa, or from one Subsidiary to another Subsidiary.

If you die while employed by the Company or any Parent or Subsidiary, your executor or administrator, as the case may be, may, at
any time within one year after the date of your death (but in no event later than the Scheduled Termination Date), exercise the option
as to any shares which you had a right to purchase and did not purchase during your lifetime. If your employment with the Company
or  any  Parent  or  Subsidiary  n  is  terminated  by  reason  of  your  Disability,  you  or  your  legal  guardian  or  custodian  may at  any  time
within one year after the date of such termination (but in no event later than the Scheduled Termination Date), exercise the option as to
any shares which you had a right to purchase and did not purchase prior to such termination. Your executor, administrator, guardian or
custodian must present proof of his authority satisfactory to the Company prior to being allowed to exercise this option.

In the event of any change in the outstanding shares of the Common Stock of the Company by reason of a stock dividend, stock split,
combination  of  shares,  recapitalization,  merger,  consolidation,  transfer  of  assets,  reorganization,  conversion  or  what  the  Board  or
Committee deems in its sole discretion to be similar circumstances, the number and kind of shares subject to this option and the option
price of such shares shall  be appropriately adjusted in a manner to be determined in the sole discretion of the Board or Committee,
whose decision shall be final, binding and conclusive in the absence of clear and convincing evidence of bad faith.

In the event of a liquidation or proposed liquidation of the Company, including (but not limited to) a transfer of assets followed
by a liquidation of the Company, or in the event of a Change in Control or proposed Change in Control, the Board shall have
the right to accelerate this option.

This option is not transferable otherwise than by will or the laws of descent and distribution, and is exercisable during your lifetime
only by you, including, for this purpose, your legal guardian or custodian in the event of Disability.  Until the option price has been
paid  in  full  pursuant  to  due  exercise  of  this  option  and  the  purchased  shares  are  delivered  to  you,  you  do  not  have  any  rights  as  a
shareholder of the Company. The Company reserves the right not to deliver to you the shares purchased by virtue of the exercise of
this option during any period of time in which the Company deems, in its sole discretion, that such delivery would violate a federal,
state, local or securities exchange rule, regulation or law.

Notwithstanding  anything  to  the  contrary  contained  herein,  this  option  is  not  exercisable  until  all  the  following  events  occur  and
during the following periods of time:

(a) Until the Plan pursuant to which this option is granted is approved by the shareholders of the Company in the manner required by
any  applicable  provision  of  the  Code  and  the  regulations  thereunder  and  any  applicable  securities  exchange  or  listing  rule  or
agreement;

(b) Until this option and the optioned shares are approved, registered and listed with such federal, state, local and foreign regulatory
bodies or agencies and securities exchanges as the Company may deem necessary or desirable, or the Company deems such option or
optioned shares to be exempted therefrom;

(c) During any period of time in which the Company deems that the exercisability of this option, the offer to sell the shares optioned
hereunder,  or  the  sale  thereof,  may  violate  a  federal,  state,  local  or  foreign  law,  rule  or  regulation,  or  any  applicable  securities
exchange or listing rule or agreement, or may cause the Company to be legally obligated to issue or sell more shares than the Company
is legally entitled to issue or sell; or

(d) Until you have paid or made suitable arrangements to pay (which may include payment through the surrender of Common Stock,
unless  prohibited  by  the  Board  or  Committee)  (i)  all  federal,  state,  local  and  foreign  tax  withholding  required  by  the  Company  in
connection with the option exercise and (ii) the employee’s portion of other federal, state, local and foreign payroll and other taxes due
in connection with the option exercise.

 



 

The  following  two  paragraphs  shall  be  applicable  if,  on  the  date  of  exercise  of  this  option,  no  registration  statement  and  current
prospectus under the Securities Act of 1933 covers the Common Stock to be purchased pursuant to such exercise, and shall continue to
be applicable for so long as such registration has not occurred and such current prospectus is not available:

(a) You hereby agree, warrant and represent that you will acquire the Common Stock to be issued hereunder for your own account for
investment purposes only, and not with a view to, or in connection with, any resale or other distribution of any of such shares, except
as hereafter  permitted.  You further  agree that  you will  not  at  any time make any offer,  sale,  transfer,  pledge or other disposition of
such Common Stock to be issued hereunder without an effective registration statement under the Securities Act of 1933, as amended,
and  under  any  applicable  state  securities  laws  or  an  opinion  of  counsel  acceptable  to  the  Company  to the  effect  that  the  proposed
transaction  will  be  exempt  from  such  registration.  You  agree  to  execute  such  instruments,  representations,  acknowledgments  and
agreements as the Company may, in its sole discretion, deem advisable to avoid any violation of federal, state, local or foreign law,
rule or regulation, or any securities exchange rule or listing agreement.

(b) The certificates for the Common Stock to be issued to you hereunder shall bear the following legend:

“The shares represented by this certificate have not been registered under the Securities Act of 1933, as amended, or under applicable
state  securities  laws.  The shares  have been acquired for  investment  and may not  be offered,  sold,  transferred,  pledged or  otherwise
disposed of without an effective registration statement under the Securities Act of 1933, as amended, and under any applicable state
securities  laws  or  an  opinion  of  counsel  acceptable  to  the  Company  that  the  proposed  transaction  will  be  exempt  from  such
registration.”

The foregoing legend shall  be removed upon registration of the legended shares under the Securities Act of 1933, as amended, and
under any applicable state laws, and the availability of a current prospectus, or upon receipt of any opinion of counsel acceptable to the
Company that such registration and current prospectus are no longer required.

The sole purpose of the agreements, warranties, representations and legend set forth in the two immediately preceding paragraphs is to
prevent violations of the Securities Act of 1933, as amended, and any applicable state securities laws.

It  is the intention of the Company and you that this option shall,  if  possible, be an “Incentive Stock Option” as that term is used in
Section  422(b)  of  the  Code  and  the  regulations  thereunder.  In  the  event  this  option  is  in  any  way  inconsistent  with  the  legal
requirements  of  the  Code  or  the  regulations  thereunder  for  an  “Incentive  Stock  Option,”  this  option  shall  be  deemed automatically
amended  as  of  the  date  hereof  to  conform to  such  legal  requirements,  if  such  conformity  may  be  achieved  by  amendment.  To  the
extent that the number of shares subject to this option which are exercisable for the first time exceed the $100,000 limitation contained
in Section 422(d) of the Code, this option will not be considered an Incentive Stock Option.

If shares of Common Stock acquired by exercise of this option are disposed of within two (2) years following the date of grant or one
(1) year following the issuance of the shares to you (or any situation in which the option will be taxed as a non-qualified option), you
shall, immediately prior to such disposition, notify the Company in writing of the date and terms of such disposition and provide such
other information regarding the disposition as the Company may reasonably require.

Nothing herein shall modify your status as an at-will employee of the Company or any Parent or Subsidiary. Further, nothing
herein guarantees you employment for any specified period of time. This means that either you or the Company or any Parent
or  Subsidiary  may  terminate  your  employment  at  any  time  for  any  reason,  with  or  without  cause,  or  for  no  reason.  You
recognize that, for instance, you may terminate your employment or the Company or any Parent or Subsidiary may terminate
your employment prior to the date on which your option becomes vested or exercisable.

You  understand  and  agree  that  the  existence  of  this  option  will  not  affect  in  any  way  the  right  or  power  of  the  Company  or  its
shareholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s capital
structure  or  its  business,  or  any  merger  or  consolidation  of  the  Company,  or  any  issuance  of  bonds,  debentures,  preferred  or  other
stocks with preference ahead of or

 



 

convertible into, or otherwise affecting the common shares or the rights thereof, or the dissolution or liquidation of the Company, or
any sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character
or otherwise.

Any notice you give to the Company must be in writing and either hand-delivered or mailed to the office of the Company. If mailed, it
should  be  addressed  to  the  Chief  Financial  Officer  of  the  Company at  its  then  main  headquarters.  Any notice  given to  you will  be
addressed to you at your address as reflected on the personnel records of the Company. You and the Company may change the address
for notice by like notice to the other. Notice will be deemed to have been duly delivered when hand-delivered or, if mailed, on the day
such notice is postmarked.

In the event that any question or controversy shall arise with respect to the nature, scope or extent of any one or more rights conferred
by  this  option,  or  any  provision  of  this  option,  the  determination  in  good  faith  by  the  Board  of  Directors  of  the  Company  (as
constituted at  the time of such determination)  of your rights as the Optionee shall  be conclusive,  final  and binding upon you as the
Optionee and upon any other person who shall assert any right pursuant to this option.

This option shall be subject to the terms of the Plan in effect on the date this option is granted, which terms are hereby incorporated
herein by reference and made a part  hereof.  Capitalized terms used herein and not otherwise defined herein shall  have the meaning
given to such terms in the Plan. In the event of any conflict between the terms of this option and the terms of the Plan in effect on the
date of this option, the terms of the Plan shall govern. This option constitutes the entire understanding between the Company and you
with respect to the subject matter hereof and no amendment, supplement or waiver of this option, in whole or in part, shall be binding
upon the  Company unless  in  writing  and signed  by the  President  of  the  Company.  This  option  and the  performances  of  the  parties
hereunder shall be construed in accordance with and governed by the laws of the State of Delaware.

Please sign the copy of this option and return it to the Company’s Secretary, thereby indicating your understanding of and agreement
with its terms and conditions.

 
 XCEL BRANDS, INC.

  
 

By:
  

 



 

ACKNOWLEDGMENT

I hereby acknowledge receipt of a copy of the Plan. I hereby represent that I have read and understood the terms and conditions of the
Plan and of this option. I hereby signify my understanding of, and my agreement with, the terms and conditions of the Plan and of this
option. I agree to accept as binding, conclusive, and final all decisions or interpretations of the Board or Committee concerning any
questions arising under the Plan with respect to this option. I accept this option in full satisfaction of any previous written or verbal
promise made to me by the Company or any Parent or Subsidiary with respect to option or stock grants.

 Date:                                                                                   
 

                                                                                 Signature of Optionee 
  
                                                                                 

 
                                                                                 Print Name

 



 

APPENDIX II 
  

NON-QUALIFIED STOCK OPTION FOR OFFICERS AND OTHER 
EMPLOYEES

To:
 

              Name 
   
              Address

Date of Grant:  

You (“Optionee”) are hereby granted an option,  effective as of the date hereof,  to purchase     shares of common stock (“Common
Stock”), of Xcel Brands, Inc., a Delaware corporation (the “Company”), at a price of $     per share pursuant to the Company’s Equity
Incentive Plan (the “Plan”).

This option shall terminate and is not exercisable after ten years from the date of its grant (the “Scheduled Termination Date”), except
if terminated earlier as hereafter provided.

Your option may first be exercised on and after one year from the date of grant, but not before that time. On and after one year and
prior to two years from the date of grant,  your option may be exercised for up to     % of the total  number of shares subject  to the
option  minus  the  number  of  shares  previously  purchased  by  exercise  of  the  option  (as  adjusted  for  any  change  in  the  outstanding
shares  of  the  Common  Stock  of  the  Company  by  reason  of  a  stock  dividend,  stock  split,  combination  of  shares,  recapitalization,
merger, consolidation, transfer of assets, reorganization, conversion or what the Board or Committee deems in its sole discretion to be
similar circumstances). Each succeeding year thereafter your option may be exercised for up to an additional     % of the total number
of shares subject to the option minus the number of shares previously purchased by exercise of the option (as adjusted for any change
in  the  outstanding  shares  of  the  Common Stock  of  the  Company by reason of  a  stock  dividend,  stock  split,  combination  of  shares,
recapitalization, merger, consolidation, transfer of assets, reorganization, conversion or what the Board or Committee deems in its sole
discretion to be similar  circumstances).  Thus,  this  option is  fully exercisable  on and after      years  after  the date of grant,  except  if
terminated earlier as provided herein.

You may exercise your option by giving written notice to the Secretary of the Company on forms supplied by the Company at its then
principal  executive office,  accompanied by payment of the option price for the total  number of shares you specify that  you wish to
purchase. The payment may be in any of the following forms: (a) cash, which may be evidenced by a check and includes cash received
from  a  stock  brokerage  firm  in  a  so-called  “cashless  exercise”;  (b)  (unless  prohibited  by  the  Board  or  Committee)  certificates
representing shares of Common Stock of the Company, which will be valued by the Secretary of the Company at the fair market value
per share of the Company’s Common Stock (as determined in accordance with the Plan) on the date of delivery of such certificates to
the Company, accompanied by an assignment of the stock to the Company; or (c) (unless prohibited by the Board or Committee) any
combination  of  cash  and  Common  Stock  of  the  Company  valued  as  provided  in  clause  (b).  The  use  of  the  so-called  “attestation
procedure” to exercise a stock option may be permitted by the Board or Committee. Any assignment of stock shall be in a form and
substance satisfactory to the Secretary of the Company, including guarantees of signature(s) and payment of all  transfer taxes if the
Secretary deems such guarantees necessary or desirable.

Your option will, to the extent not previously exercised by you, terminate three months after the date on which your employment by
the Company or any Parent or Subsidiary is terminated other than: (i) by reason of Disability or death, in which case your option will
terminate one year from the date of termination of employment due to Disability or death (but in no event later than the Scheduled
Termination Date) or (ii) for Cause or your resignation, in which case your option will terminate immediately and you will forfeit any
right to exercise the option. After the date your employment is terminated, as aforesaid (other than for the reasons stated in clause ii),
you may exercise this option only for the number of shares which you had a right to purchase and did not purchase on the date your
employment terminated. If you are employed by any Parent or Subsidiary, your employment shall be deemed to have terminated on
the date your employer ceases to be a Parent or Subsidiary, unless you are on that date transferred to the Company or another Parent or
Subsidiary.

 



 

Your employment shall not be deemed to have terminated if you are transferred from the Company to any Parent or Subsidiary, or vice
versa, or from one Subsidiary to another Subsidiary.

If you die while employed by the Company or any Parent or Subsidiary, your executor or administrator, as the case may be, may, at
any time within one year after the date of your death (but in no event later than the Scheduled Termination Date), exercise the option
as to any shares which you had a right to purchase and did not purchase during your lifetime. If your employment with the Company
or any Parent or Subsidiary is terminated by reason of your Disability, you or your legal guardian or custodian may at any time within
one year after the date of such termination (but in no event later than the Scheduled Termination Date), exercise the option as to any
shares which you had a right  to purchase and did not purchase prior  to such termination.  Your executor,  administrator,  guardian or
custodian must present proof of his authority satisfactory to the Company prior to being allowed to exercise this option.

In the event of any change in the outstanding shares of the Common Stock of the Company by reason of a stock dividend, stock split,
combination  of  shares,  recapitalization,  merger,  consolidation,  transfer  of  assets,  reorganization,  conversion  or  what  the  Board  or
Committee deems in its sole discretion to be similar circumstances, the number and kind of shares subject to this option and the option
price of such shares shall  be appropriately adjusted in a manner to be determined in the sole discretion of the Board or Committee,
whose decision shall be final, binding and conclusive in the absence of clear and convincing evidence of bad faith.

In the event of a liquidation or proposed liquidation of the Company, including (but not limited to) a transfer of assets followed
by a liquidation of the Company, or in the event of a Change in Control or proposed Change in Control, the Board shall have
the right to accelerate this option.

This option is not transferable otherwise than by will or the laws of descent and distribution, and is exercisable during your lifetime
only by you, including, for this purpose, your legal guardian or custodian in the event of Disability.  Until the option price has been
paid  in  full  pursuant  to  due  exercise  of  this  option  and  the  purchased  shares  are  delivered  to  you,  you  do  not  have  any  rights  as  a
shareholder of the Company. The Company reserves the right not to deliver to you the shares purchased by virtue of the exercise of
this option during any period of time in which the Company deems, in its sole discretion, that such delivery would violate a federal,
state, local or securities exchange rule, regulation or law.

Notwithstanding  anything  to  the  contrary  contained  herein,  this  option  is  not  exercisable  until  all  the  following  events  occur  and
during the following periods of time:

(a) Until the Plan pursuant to which this option is granted is approved by the shareholders of the Company in the manner required by
any  applicable  provision  of  the  Code  and  the  regulations  thereunder  and  any  applicable  securities  exchange  or  listing  rule  or
agreement;

(b) Until this option and the optioned shares are approved, registered and listed with such federal, state, local and foreign regulatory
bodies or agencies and securities exchanges as the Company may deem necessary or desirable, or the Company deems such option or
optioned shares to be exempted therefrom;

(c) During any period of time in which the Company deems that the exercisability of this option, the offer to sell the shares optioned
hereunder,  or  the  sale  thereof,  may  violate  a  federal,  state,  local  or  foreign  law,  rule  or  regulation,  or  any  applicable  securities
exchange or listing rule or agreement, or may cause the Company to be legally obligated to issue or sell more shares than the Company
is legally entitled to issue or sell; or

(d) Until you have paid or made suitable arrangements to pay (which may include payment through the surrender of Common Stock,
unless  prohibited  by  the  Board  or  Committee)  (i)  all  federal,  state,  local  and  foreign  tax  withholding  required  by  the  Company  in
connection with the option exercise and (ii) the employee’s portion of other federal, state, local and foreign payroll and other taxes due
in connection with the option exercise.

 



 

The  following  two  paragraphs  shall  be  applicable  if,  on  the  date  of  exercise  of  this  option,  no  registration  statement  and  current
prospectus under the Securities Act of 1933 covers the Common Stock to be purchased pursuant to such exercise, and shall continue to
be applicable for so long as such registration has not occurred and such current prospectus is not available:

(a) You hereby agree, warrant and represent that you will acquire the Common Stock to be issued hereunder for your own account for
investment purposes only, and not with a view to, or in connection with, any resale or other distribution of any of such shares, except
as hereafter  permitted.  You further  agree that  you will  not  at  any time make any offer,  sale,  transfer,  pledge or other disposition of
such Common Stock to be issued hereunder without an effective registration statement under the Securities Act of 1933, as amended,
and  under  any  applicable  state  securities  laws  or  an  opinion  of  counsel  acceptable  to  the  Company  to the  effect  that  the  proposed
transaction  will  be  exempt  from  such  registration.  You  agree  to  execute  such  instruments,  representations,  acknowledgments  and
agreements as the Company may, in its sole discretion, deem advisable to avoid any violation of federal, state, local or foreign law,
rule or regulation, or any securities exchange rule or listing agreement.

(b) The certificates for the Common Stock to be issued to you hereunder shall bear the following legend:

“The shares represented by this certificate have not been registered under the Securities Act of 1933, as amended, or under applicable
state  securities  laws.  The shares  have been acquired for  investment  and may not  be offered,  sold,  transferred,  pledged or  otherwise
disposed of without an effective registration statement under the Securities Act of 1933, as amended, and under any applicable state
securities  laws  or  an  opinion  of  counsel  acceptable  to  the  Company  that  the  proposed  transaction  will  be  exempt  from  such
registration.”

The foregoing legend shall  be removed upon registration of the legended shares under the Securities Act of 1933, as amended, and
under any applicable state laws or upon receipt of any opinion of counsel acceptable to the Company that said registration is no longer
required.

The sole purpose of the agreements, warranties, representations and legend set forth in the two immediately preceding paragraphs is to
prevent violations of the Securities Act of 1933, as amended, and any applicable state securities laws.

It  is  the intention of the Company and you that  this option shall  not be an “Incentive Stock Option” as that  term is used in Section
422(b) of the Code and the regulations thereunder.

Nothing herein shall modify your status as an at-will employee of the Company or any Parent or Subsidiary. Further, nothing
herein guarantees you employment for any specified period of time. This means that either you or the Company or any Parent
or  Subsidiary  may  terminate  your  employment  at  any  time  for  any  reason,  with  or  without  cause,  or  for  no  reason.  You
recognize that, for instance, you may terminate your employment or the Company or any Parent or Subsidiary may terminate
your employment prior to the date on which your option becomes vested or exercisable.

You  understand  and  agree  that  the  existence  of  this  option  will  not  affect  in  any  way  the  right  or  power  of  the  Company  or  its
shareholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s capital
structure  or  its  business,  or  any  merger  or  consolidation  of  the  Company,  or  any  issuance  of  bonds,  debentures,  preferred  or  other
stocks with preference ahead of or convertible into, or otherwise affecting the common shares or the rights thereof, or the dissolution
or  liquidation  of  the  Company,  or  any  sale  or  transfer  of  all  or  any  part  of  its  assets  or  business, or  any  other  corporate  act  or
proceeding, whether of a similar character or otherwise.

Any notice you give to the Company must be in writing and either hand-delivered or mailed to the office of the Company . If mailed,
it should be addressed to the Chief Financial Officer of the Company at its then main headquarters. Any notice given to you will be
addressed to you at your address as reflected on the personnel records of the Company. You and the Company may change the address
for notice by like notice to the other. Notice will be deemed to have been duly delivered when hand-delivered or, if mailed, on the day
such notice is postmarked.

 



 

In the event that any question or controversy shall arise with respect to the nature, scope or extent of any one or more rights conferred
by  this  option,  or  any  provision  of  this  option,  the  determination  in  good  faith  by  the  Board  of  Directors  of  the  Company  (as
constituted at  the time of such determination)  of your rights as the Optionee shall  be conclusive,  final  and binding upon you as the
Optionee and upon any other person who shall assert any right pursuant to this option.

This option shall be subject to the terms of the Plan in effect on the date this option is granted, which terms are hereby incorporated
herein by reference and made a part  hereof.  Capitalized terms used herein and not otherwise defined herein shall  have the meaning
given to such terms in the Plan. In the event of any conflict between the terms of this option and the terms of the Plan in effect on the
date of this option, the terms of the Plan shall govern. This option constitutes the entire understanding between the Company and you
with respect to the subject matter hereof and no amendment, supplement or waiver of this option, in whole or in part, shall be binding
upon the  Company unless  in  writing  and signed  by the  President  of  the  Company.  This  option  and the  performances  of  the  parties
hereunder shall be construed in accordance with and governed by the laws of the State of Delaware.

Please sign the copy of this option and return it to the Company’s Secretary, thereby indicating your understanding of and agreement
with its terms and conditions.

 
 XCEL BRANDS GROUP, INC.

  
 

By:
  

 



 

ACKNOWLEDGMENT

I hereby acknowledge receipt of a copy of the Plan. I hereby represent that I have read and understood the terms and conditions of the
Plan and of this option. I hereby signify my understanding of, and my agreement with, the terms and conditions of the Plan and of this
option. I agree to accept as binding, conclusive, and final all decisions or interpretations of the Board or Committee concerning any
questions arising under the Plan with respect to this option. I accept this option in full satisfaction of any previous written or verbal
promise made to me by the Company or any Parent or Subsidiary with respect to option or stock grants.

 Date:                                                                                   
 

                                                                                 Signature of Optionee 
  
                                                                                 

 
                                                                                 Print Name

 



 

APPENDIX III 
  

NON-QUALIFIED STOCK OPTION FOR DIRECTORS 
AND CONSULTANTS

To:
 

              Name 
   
              Address

Date of Grant:  

You (“Optionee”) are hereby granted an option,  effective as of the date hereof,  to purchase     shares of common stock (“Common
Stock”), of Xcel Brands Group, Inc., a Delaware corporation (the “Company”), at a price of $    per share pursuant to the Company’s
Equity Incentive Plan (the “Plan”).

This option shall terminate and is not exercisable after ten years from the date of its grant (the “Scheduled Termination Date”), except
if terminated earlier as hereafter provided.

Your option may first be exercised on and after one year from the date of grant, but not before that time. On and after one year and
prior to two years from the date of grant,  your option may be exercised for up to     % of the total  number of shares subject  to the
option  minus  the  number  of  shares  previously  purchased  by  exercise  of  the  option  (as  adjusted  for  any  change  in  the  outstanding
shares  of  the  Common  Stock  of  the  Company  by  reason  of  a  stock  dividend,  stock  split,  combination  of  shares,  recapitalization,
merger, consolidation, transfer of assets, reorganization, conversion or what the Board or Committee deems in its sole discretion to be
similar circumstances). Each succeeding year thereafter your option may be exercised for up to an additional     % of the total number
of shares subject to the option minus the number of shares previously purchased by exercise of the option (as adjusted for any change
in  the  outstanding  shares  of  the  Common Stock  of  the  Company by reason of  a  stock  dividend,  stock  split,  combination  of  shares,
recapitalization, merger, consolidation, transfer of assets, reorganization, conversion or what the Board or Committee deems in its sole
discretion to be similar  circumstances).  Thus,  this  option is  fully exercisable  on and after      years  after  the date of grant,  except  if
terminated earlier as provided herein.

You may exercise your option by giving written notice to the Secretary of the Company on forms supplied by the Company at its then
principal  executive office,  accompanied by payment of the option price for the total  number of shares you specify that  you wish to
purchase. The payment may be in any of the following forms: (a) cash, which may be evidenced by a check and includes cash received
from  a  stock  brokerage  firm  in  a  so-called  “cashless  exercise”;  (b)  (unless  prohibited  by  the  Board  or  Committee)  certificates
representing shares of Common Stock of the Company, which will be valued by the Secretary of the Company at the fair market value
per share of the Company’s Common Stock (as determined in accordance with the Plan) on the date of delivery of such certificates to
the Company, accompanied by an assignment of the stock to the Company; or (c) (unless prohibited by the Board or Committee) any
combination  of  cash  and  Common  Stock  of  the  Company  valued  as  provided  in  clause  (b).  The  use  of  the  so-called  “attestation
procedure” to exercise a stock option may be permitted by the Board or Committee. Any assignment of stock shall be in a form and
substance satisfactory to the Secretary of the Company, including guarantees of signature(s) and payment of all  transfer taxes if the
Secretary deems such guarantees necessary or desirable.

Your option will, to the extent not previously exercised by you, terminate three months after the date on which your directorship or
consultancy by the Company or any Parent or Subsidiary is terminated other than by reason of (i) Disability or death, in which case
your option will terminate one year from the date of termination of directorship or consultancy due to Disability or death (but in no
event  later  than  the  Scheduled  Termination  Date)  or  (ii)  for  Cause  or  your  resignation,  in  which  case  your  option  will  terminate
immediately  and  you  will  forfeit  any  right  to  exercise  the  option.  After  the  date  your  directorship  or consultancy is  terminated,  as
aforesaid (other than for the reasons stated in clause (ii), you may exercise this option only for the number of shares which you had a
right to purchase and did not purchase on the date your directorship or consultancy terminated. Provided you are willing to continue
your  directorship  or  consultancy for  the  Company or  a  successor  after  a  Change in  Control  at  the  same compensation  you enjoyed
immediately prior to such Change in Control, if your directorship or consultancy is involuntarily terminated without cause after a

 



 

Change in Control, you may exercise this option for the number of shares you would have had a right to purchase on the date of an
Acceleration  Event.  If  you  are  employed  by  any  Parent  or  Subsidiary,  your  directorship  or  consultancy  shall  be  deemed  to  have
terminated on the date your employer ceases to be a Parent or Subsidiary, unless you are on that date transferred to the Company or
another Parent or Subsidiary. Your directorship or consultancy shall not be deemed to have terminated if you are transferred from the
Company to a Parent or Subsidiary, or vice versa, or from one Subsidiary to another Subsidiary.

If you die while acting as a director of consultant of the Company or any Parent or Subsidiary, your executor or administrator, as the
case may be, may, at any time within one year after the date of your death (but in no event later than the Scheduled Termination Date),
exercise the option as to any shares which you had a right to purchase and did not purchase during your lifetime. If your directorship
or consultancy with the Company or any Parent or Subsidiary is terminated by reason of your Disability, you or your legal guardian or
custodian may at  any time within one year after  the date of such termination (but in no event later than the Scheduled Termination
Date),  exercise  the option as to any shares which you had a right  to purchase and did not  purchase prior  to such termination.  Your
executor, administrator, guardian or custodian must present proof of his authority satisfactory to the Company prior to being allowed
to exercise this option.

In the event of any change in the outstanding shares of the Common Stock of the Company by reason of a stock dividend, stock split,
combination  of  shares,  recapitalization,  merger,  consolidation,  transfer  of  assets,  reorganization,  conversion  or  what  the  Board  or
Committee deems in its sole discretion to be similar circumstances, the number and kind of shares subject to this option and the option
price of such shares shall  be appropriately adjusted in a manner to be determined in the sole discretion of the Board or Committee,
whose decision shall be final, binding and conclusive in the absence of clear and convincing evidence of bad faith.

In the event of a liquidation or proposed liquidation of the Company, including (but not limited to) a transfer of assets followed
by a liquidation of the Company, or in the event of a Change in Control or proposed Change in Control, the Board shall have
the right to accelerate this option.

This option is not transferable otherwise than by will or the laws of descent and distribution, and is exercisable during your lifetime
only by you, including, for this purpose, your legal guardian or custodian in the event of Disability.  Until the option price has been
paid  in  full  pursuant  to  due  exercise  of  this  option  and  the  purchased  shares  are  delivered  to  you,  you  do  not  have  any  rights  as  a
shareholder of the Company. The Company reserves the right not to deliver to you the shares purchased by virtue of the exercise of
this option during any period of time in which the Company deems, in its sole discretion, that such delivery would violate a federal,
state, local or securities exchange rule, regulation or law.

Notwithstanding  anything  to  the  contrary  contained  herein,  this  option  is  not  exercisable  until  all  the  following  events  occur  and
during the following periods of time:

(a) Until the Plan pursuant to which this option is granted is approved by the shareholders of the Company in the manner required by
any  applicable  provision  of  the  Code  and  the  regulations  thereunder  and  any  applicable  securities  exchange  or  listing  rule  or
agreement;

(b) Until this option and the optioned shares are approved, registered and listed with such federal, state, local and foreign regulatory
bodies or agencies and securities exchanges as the Company may deem necessary or desirable, or the Company deems such option or
optioned shares to be exempted therefrom;

(c) During any period of time in which the Company deems that the exercisability of this option, the offer to sell the shares optioned
hereunder,  or  the  sale  thereof,  may  violate  a  federal,  state,  local  or  foreign  law,  rule  or  regulation,  or  any  applicable  securities
exchange or listing rule or agreement, or may cause the Company to be legally obligated to issue or sell more shares than the Company
is legally entitled to issue or sell; or

(d) Until you have paid or made suitable arrangements to pay (which may include payment through the surrender of Common Stock,
unless  prohibited  by  the  Board  or  Committee)  (i)  all  federal,  state,  local  and  foreign  tax  withholding  required  by  the  Company  in
connection with the option exercise and (ii) the employee’s portion of other federal, state, local and foreign payroll and other taxes due
in connection with the option exercise.

 



 

The  following  two  paragraphs  shall  be  applicable  if,  on  the  date  of  exercise  of  this  option,  no  registration  statement  and  current
prospectus under the Securities Act of 1933 covers the Common Stock to be purchased pursuant to such exercise, and shall continue to
be applicable for so long as such registration has not occurred and such current prospectus is not available:

(a) You hereby agree, warrant and represent that you will acquire the Common Stock to be issued hereunder for your own account for
investment purposes only, and not with a view to, or in connection with, any resale or other distribution of any of such shares, except
as hereafter  permitted.  You further  agree that  you will  not  at  any time make any offer,  sale,  transfer,  pledge or other disposition of
such Common Stock to be issued hereunder without an effective registration statement under the Securities Act of 1933, as amended,
and  under  any  applicable  state  securities  laws  or  an  opinion  of  counsel  acceptable  to  the  Company  to the  effect  that  the  proposed
transaction  will  be  exempt  from  such  registration.  You  agree  to  execute  such  instruments,  representations,  acknowledgments  and
agreements as the Company may, in its sole discretion, deem advisable to avoid any violation of federal, state, local or foreign law,
rule or regulation, or any securities exchange rule or listing agreement.

(b) The certificates for the Common Stock to be issued to you hereunder shall bear the following legend:

“The shares represented by this certificate have not been registered under the Securities Act of 1933, as amended, or under applicable
state  securities  laws.  The shares  have been acquired for  investment  and may not  be offered,  sold,  transferred,  pledged or  otherwise
disposed of without an effective registration statement under the Securities Act of 1933, as amended, and under any applicable state
securities  laws  or  an  opinion  of  counsel  acceptable  to  the  Company  that  the  proposed  transaction  will  be  exempt  from  such
registration.”

The foregoing legend shall  be removed upon registration of the legended shares under the Securities Act of 1933, as amended, and
under any applicable state laws or upon receipt of any opinion of counsel acceptable to the Company that said registration is no longer
required.

The sole purpose of the agreements, warranties, representations and legend set forth in the two immediately preceding paragraphs is to
prevent violations of the Securities Act of 1933, as amended, and any applicable state securities laws.

It  is  the intention of the Company and you that  this option shall  not be an “Incentive Stock Option” as that  term is used in Section
422(b) of the Code and the regulations thereunder.

Nothing  herein  guarantees  your  term  as  a  director  of,  or  consultant  to,  the  Company  or  any  Parent  or  Subsidiary  for  any
specified  period  of  time.  This  means  that  either  you  or  the  Company  or  any  Parent  or  Subsidiary  may  terminate  your
directorship  or  consultancy  at  any  time  for  any  reason,  with  or  without  cause,  or  for  no  reason.  You  recognize  that,  for
instance, the Company or any Parent or Subsidiary may terminate your directorship or consultancy with the Company or any
Parent or Subsidiary prior to the date on which your option becomes vested or exercisable.

You  understand  and  agree  that  the  existence  of  this  option  will  not  affect  in  any  way  the  right  or  power  of  the  Company  or  its
shareholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or other changes in the Company’s capital
structure  or  its  business,  or  any  merger  or  consolidation  of  the  Company,  or  any  issuance  of  bonds,  debentures,  preferred  or  other
stocks with preference ahead of or convertible into, or otherwise affecting the common shares or the rights thereof, or the dissolution
or  liquidation  of  the  Company,  or  any  sale  or  transfer  of  all  or  any  part  of  its  assets  or  business, or  any  other  corporate  act  or
proceeding, whether of a similar character or otherwise.

Any notice you give to the Company must be in writing and either hand-delivered or mailed to the office of the Company. If mailed, it
should  be  addressed  to  the  Chief  Financial  Officer  of  the  Company at  its  then  main  headquarters.  Any notice  given to  you will  be
addressed to you at your address as reflected on the records of the Company. You and the Company may change the address for notice
by like  notice  to  the  other.  Notice  will  be  deemed to  have  been duly  delivered  when hand-delivered  or,  if  mailed,  on the  day such
notice is postmarked.

In the event that any question or controversy shall arise with respect to the nature, scope or extent of any one or more rights conferred
by this option, or any provision of this option, the determination in good faith by the

 



 

Board  of  Directors  of  the  Company  (as  constituted  at  the  time  of  such  determination)  of  your  rights  as  the  Optionee  shall  be
conclusive, final and binding upon you as the Optionee and upon any other person who shall assert any right pursuant to this option.

This option shall be subject to the terms of the Plan in effect on the date this option is granted, which terms are hereby incorporated
herein by reference and made a part  hereof.  Capitalized terms used herein and not otherwise defined herein shall  have the meaning
given to such terms in the Plan. In the event of any conflict between the terms of this option and the terms of the Plan in effect on the
date of this option, the terms of the Plan shall govern. This option constitutes the entire understanding between the Company and you
with respect to the subject matter hereof and no amendment, supplement or waiver of this option, in whole or in part, shall be binding
upon the  Company unless  in  writing  and signed  by the  President  of  the  Company.  This  option  and the  performances  of  the  parties
hereunder shall be construed in accordance with and governed by the laws of the State of Delaware.

Please sign the copy of this option and return it to the Company’s Secretary, thereby indicating your understanding of and agreement
with its terms and conditions.

 
 XCEL BRANDS, INC.

  
 

By:
  

 



 

ACKNOWLEDGMENT

I hereby acknowledge receipt of a copy of the Plan. I hereby represent that I have read and understood the terms and conditions of the
Plan and of this option. I hereby signify my understanding of, and my agreement with, the terms and conditions of the Plan and of this
option. I agree to accept as binding, conclusive, and final all decisions or interpretations of the Board or Committee concerning any
questions arising under the Plan with respect to this option. I accept this option in full satisfaction of any previous written or verbal
promise made to me by the Company or any Parent or Subsidiary with respect to option or Stock grants.

 Date:                                                                                   
 

                                                                                 Signature of Optionee 
  
                                                                                 

 
                                                                                 Print Name

 



 

APPENDIX IV 
  

RESTRICTED STOCK AGREEMENT

To:

Date of Award:

You are hereby awarded,  effective  as  of  the date  hereof  (the  “Award Date”),     shares  (the  “Shares”)  of  common stock (“Common
Stock”),  of  Xcel  Brands,  Inc.,  a  Delaware  corporation  (the  “Company”),  pursuant  to  the  Company’s  Equity  Incentive  Plan  (the
“Plan”),  subject  to  certain  restrictions  specified  below  in Restrictions  and  Forfeiture. (While  subject  to  the  Restrictions,  this
Agreement refers to the Shares as “Restricted Shares”).

During  the  period  commencing  on  the  Award  Date  and  terminating  on     (the  “Restricted  Period”),  except  as  otherwise  provided
herein,  the  Shares  may  not  be  sold,  assigned,  transferred,  pledged,  or  otherwise  encumbered  and  are  subject  to  forfeiture  (the
“Restrictions”).

Except as set forth below, the Restricted Period with respect to the Shares will lapse in accordance with the vesting schedule set forth
below (the “Vesting Schedule”). Subject to the restrictions set forth in the Plan, the Board or Committee shall have the authority, in its
discretion,  to accelerate  the time at  which any or all  of  the Restrictions shall  lapse with respect  to any Shares subject  thereto,  or  to
remove any or all of such Restrictions, whenever the Board or Committee may determine that such action is appropriate by reason of
changes in applicable tax or other laws, or other changes in circumstances occurring after the commencement of the Restricted Period.

In addition to the terms, conditions, and restrictions set forth in the Plan, the following terms, conditions, and restrictions apply to the
Restricted Shares:

 
Restrictions and Forfeiture

 

You may not sell, assign, pledge, encumber, or otherwise transfer any interest in the
Restricted Shares until the dates set forth in the Vesting Schedule, at which point
the Restricted Shares will be referred to as “ Vested
.”

Vesting Schedule

 

Assuming you provide Continuous Service (as defined herein) as an employee of
the Company or any Parent or Subsidiary of the Company, all Restrictions will
lapse on the Restricted Shares on the Vesting date or Vesting dates set forth in the
schedule below for the applicable grant of Restricted Shares and they will become
Vested.

   
Vesting Schedule

Vesting Date  
Number of Restricted 

Shares that Vest
           
           
           

 
Continuous Service

 

“Continuous Service,” as used herein, means the absence of any interruption or
termination of your service as an employee of the Company or any Parent or
Subsidiary. If you are employed by a Parent or Subsidiary, your employment
shall be deemed to have terminated on the date your employer ceases to be a
Parent or Subsidiary, unless you are on that date transferred to the Company or
another Parent or Subsidiary. Service shall not be considered interrupted in the
case of sick leave, military leave or any other leave of absence approved by the
Company or any then Parent or Subsidiary. Your employment shall not be
deemed to have terminated if you are transferred from the Company to any Parent
or Subsidiary, or vice versa, or from one Subsidiary to another Subsidiary.

 



 

 
Share Certificates

 

The Company will issue a certificate (or certificates) in your name with respect to
the Shares, and will hold such certificate (or certificates) on deposit for your
account until the expiration of the Restricted Period with respect to the Shares
represented thereby. Such certificate (or certificates) will contain the following
restrictive legend:

  

 

 “The transferability of this certificate and the shares of stock represented
hereby are subject to the terms and conditions (including forfeiture)
contained in the Equity Incentive Plan of the Company, copies of which are
on file in the office of the Secretary of the Company.”

Additional Conditions to
Issuance of Stock Certificates

 

You will not receive the certificates representing the Restricted Shares unless and
until the Company has received a stock power or stock powers in favor of the
Company executed by you.

Voting Rights
 

Prior to vesting, you will have no voting rights with respect to any Restricted
Shares that have not Vested.

Cash Dividends

 

Cash dividends, if any, paid on the Restricted Shares shall be held by the
Company for your account and paid to you upon the expiration of the Restricted
Period, except as otherwise determined by the Board or Committee. All such
withheld dividends shall not earn interest, except as otherwise determined by the
Board or Committee. You will not receive withheld cash dividends on any
Restricted Shares which are forfeited and all such cash dividends shall be
forfeited along with the Restricted Shares which are forfeited.

Tax Withholding

 

Unless you make an election under Section 83(b) of the Internal Revenue Code of
1986, as amended (the “Code”), and pay taxes in accordance with that election,
you will be taxed on the Shares as they become Vested and must arrange to pay
the taxes on this income. If the Board or Committee so determines, arrangements
for paying the taxes may include your surrendering Shares that otherwise would
be released to you upon becoming Vested or your surrendering Shares you
already own. The fair market value of the Shares you surrender, determined as of
the date when taxes otherwise would have been withheld in cash, will be applied
as a credit against the withholding taxes.

  

 

The Company shall have the right to withhold from your compensation an
amount sufficient to fulfill its or its Parent’s or Subsidiary’s obligations for
any applicable withholding and employment taxes. Alternatively, the
Company may require you to pay to the Company the amount of any taxes
which the Company is required to withhold with respect to the Shares, or, in
lieu thereof, to retain or sell without notice a sufficient number of Shares to
cover the amount required to be withheld. The Company may withhold from
any cash dividends paid on the Restricted Shares an amount sufficient to
cover taxes owed as a result of the dividend payment. The Company’s
method of satisfying its withholding obligations shall be solely in the
discretion of the Board or Committee, subject to applicable federal, state,
local and foreign laws. The Company shall have a lien and security interest
in the Shares and any accumulated dividends to secure your obligations
hereunder.

 



 

 
Tax Representations  You hereby represent and warrant to the Company as follows:
  

 

(a) You have reviewed with your own tax advisors the federal, state, local and
foreign tax consequences of this investment and the transactions contemplated by
this Agreement. You are relying solely on such advisors and not on any
statements or representations of the Company or any of its Employees or agents.

  

 

(b) You understand that you (and not the Company) shall be responsible for your
own tax liability that may arise as a result of this investment or the transactions
contemplated by this Agreement. You understand that Section 83 of the Code
taxes (as ordinary income) the fair market value of the Shares as of the date any
“restrictions” on the Shares lapse. To the extent that an award hereunder is not
otherwise an exempt transaction for purposes of Section 16(b) of the Securities
Exchange Act of 1934, as amended (the “1934 Act”), with respect to officers,
directors and 10% shareholders subject to Section 16 of the 1934 Act, a
“restriction” on the Shares includes for these purposes the period after the award
of the Shares during which such officers, directors and 10% shareholders could
be subject to suit under Section 16(b) of the 1934 Act. Alternatively, you
understand that you may elect to be taxed at the time the Shares are awarded
rather than when the restrictions on the Shares lapse, or the Section 16(b) period
expires, by filing an election under Section 83(b) of the Code with the Internal
Revenue Service within thirty (30) days from the date of the award.

  

 

YOU HEREBY ACKNOWLEDGE THAT IT IS YOUR SOLE
RESPONSIBILITY AND NOT THE COMPANY’S TO FILE TIMELY THE
ELECTION AVAILABLE TO YOU UNDER SECTION 83(B) OF THE CODE,
EVEN IF YOU REQUEST THAT THE COMPANY OR ITS
REPRESENTATIVES MAKE THIS FILING ON YOUR BEHALF.

Securities Law
Representations

 

The following two paragraphs shall be applicable if, on the date of issuance of the
Restricted Shares, no registration statement and current prospectus under the
Securities Act of 1933, as amended (the “1933 Act”), covers the Shares, and shall
continue to be applicable for so long as such registration has not occurred and
such current prospectus is not available:

  

 

(a) You hereby agree, warrant and represent that you will acquire the Shares to be
issued hereunder for your own account for investment purposes only, and not
with a view to, or in connection with, any resale or other distribution of any of
such shares, except as hereafter permitted. You further agree that you will not at
any time make any offer, sale, transfer, pledge or other disposition of such Shares
to be issued hereunder without an effective registration statement under the 1933
Act, and under any applicable state securities laws or an opinion of counsel
acceptable to the Company to the effect that the proposed transaction will be
exempt from such registration. You agree to execute such instruments,
representations, acknowledgments and agreements as the Company may, in its
sole discretion, deem advisable to avoid any violation of federal, state, local or
foreign law, rule or regulation, or any securities exchange rule or listing
agreement.

 



 

 
  

 
(b) The certificates for Shares to be issued to you hereunder shall bear the
following legend:

  

 

 “The shares represented by this certificate have not been registered under the
Securities Act of 1933, as amended, or under applicable state securities laws.
The shares have been acquired for investment and may not be offered, sold,
transferred, pledged or otherwise disposed of without an effective
registration statement under the Securities Act of 1933, as amended, and
under any applicable state securities laws or an opinion of counsel
acceptable to the Company that the proposed transaction will be exempt
from such registration.”

Stock Dividend, Stock Split
and Similar Capital Changes

 

In the event of any change in the outstanding shares of the Common Stock of the
Company by reason of a stock dividend, stock split, combination of shares,
recapitalization, merger, consolidation, transfer of assets, reorganization,
conversion or what the Board or Committee deems in its sole discretion to be
similar circumstances, the number and kind of shares subject to this Agreement
shall be appropriately adjusted in a manner to be determined in the sole discretion
of the Board or Committee, whose decision shall be final, binding and conclusive
in the absence of clear and convincing evidence of bad faith. Any shares of
Common Stock or other securities received, as a result of the foregoing, by you
with respect to the Restricted Shares shall be subject to the same restrictions as
the Restricted Shares, the certificate or other instruments evidencing such shares
of Common Stock or other securities shall be legended and deposited with the
Company as provided above with respect to the Restricted Shares, and any cash
dividends received with respect to such shares of Common Stock or other
securities shall be accumulated as provided above with respect to the Restricted
Shares.

Non-Transferability  Restricted Shares are not transferable.
No Effect on Employment

 

Except as otherwise provided in your Employment Agreement [IF
APPLICABLE], dated            , nothing herein shall modify your status as an
at-will employee of the Company or any Parent or Subsidiary. Further,
nothing herein guarantees you employment for any specified period of time.
This means that, except as provided in the Employment Agreement, either
you or the Company or any Parent or Subsidiary may terminate your
employment at any time for any reason, with or without cause, or for no
reason. You recognize that, for instance, you may terminate your
employment or the Company or any Parent or Subsidiary may terminate
your employment prior to the date on which your Shares become vested.

No Effect on Corporate
Authority

 

You understand and agree that the existence of this Agreement will not affect in
any way the right or power of the Company or its shareholders to make or
authorize any or all adjustments, recapitalizations, reorganizations, or other
changes in the Company’s capital structure or its business, or any merger or
consolidation of the Company, or any issuance of bonds, debentures, preferred or
other stocks with preferences ahead of or convertible into, or otherwise affecting
the common shares or the rights thereof, or the dissolution or liquidation of the
Company, or any sale or transfer of all or any part of its assets or business, or any
other corporate act or proceeding, whether of a similar character or otherwise.

 



 

 
Questions or Controversies

 

In the event that any question or controversy shall arise with respect to the nature,
scope or extent of any one or more rights conferred by this Agreement, or any
provision of this Agreement, the determination in good faith by the Board of
Directors of the Company (as constituted at the time of such determination) of
your rights under this Agreement shall be conclusive, final and binding upon you
and upon any other person who shall assert any right pursuant to this Agreement.

Governing Law
 

The laws of the State of Delaware will govern all matters relating to this
Agreement, without regard to the principles of conflict of laws.

Notices

 

Any notice you give to the Company must be in writing and either hand-delivered
or mailed to the office of the Chief Financial Officer of the Company. If mailed,
it should be addressed to the Chief Financial Officer of the Company at its then
main headquarters. Any notice given to you will be addressed to you at your
address as reflected on the personnel records of the Company. You and the
Company may change the address for notice by like notice to the other. Notice
will be deemed to have been duly delivered when hand-delivered or, if mailed, on
the day such notice is postmarked.

Agreement Subject to Plan;
Entire Agreement

 

This Agreement shall be subject to the terms of the Plan in effect on the date
hereof, which terms are hereby incorporated herein by reference and made a part
hereof. Capitalized terms used herein and not otherwise defined herein shall have
the meaning given to such terms in the Plan. This Agreement constitutes the
entire understanding between the Company and you with respect to the subject
matter hereof and no amendment, supplement or waiver of this Agreement, in
whole or in part, shall be binding upon the Company unless in writing and signed
by the Chief Executive Officer of the Company.

Conflicting Terms
 

Wherever a conflict may arise between the terms of this Agreement and the terms
of the Plan in effect on the date hereof, the terms of the Plan will control.

Please  sign  the  copy  of  this  Restricted  Stock  Agreement  and  return  it  to  the  Chief  Financial  Officer,  thereby  indicating  your
understanding of, and agreement with, its terms and conditions .

 
 XCEL BRANDS, INC.

  
 

By:
  

 



 

ACKNOWLEDGMENT

I hereby acknowledge receipt of a copy of the Plan. I hereby represent that I have read and understood the terms and conditions of the
Plan and of the Restricted Stock Agreement. I hereby signify my understanding of, and my agreement with, the terms and conditions
of the Plan and of the Restricted Stock Agreement. I agree to accept as binding, conclusive, and final all decisions or interpretations of
the Board or Committee concerning any questions arising under the Plan with respect to this Restricted Stock Agreement. I accept this
Restricted Stock Agreement in full satisfaction of any previous written or oral promise made to me by the Company or any Parent or
Subsidiary with respect to option or stock grants.

Date:  

                                                                                   
  
                                                                                   
                                                                                  ADDRESS
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PROXY

THIS  PROXY WILL  BE VOTED IN  ACCORDANCE WITH THE INSTRUCTIONS  GIVEN BELOW.  IF  NO INSTRUCTIONS
ARE  GIVEN,  THIS  PROXY  WILL  BE  VOTED  FOR  THOSE  NOMINEES  AND  THE  PROPOSALS  LISTED  BELOW.
DISCRETIONARY VOTING IS HEREBY CONFERRED AS TO CERTAIN MATTERS DESCRIBED IN THE ACCOMPANYING
PROXY STATEMENT.

Please mark your votes like this   ■
 

1. Election of Directors:
  

o
o

FOR all nominees listed

below (except as indicated
to the contrary below)  

o
o

WITHHOLD 

AUTHORITY to vote for
all nominees listed below

  
NOMINEES: 
   
01 Robert W. D’Loren, 02 Benjamin Malka, 
03 Mark DiSanto, 04 Michael R. Francis, 
05 Edward Jones, III, 06 Richard Kirschenbaum 
and 07 Howard Liebman 
   
(INSTRUCTION: To withhold authority to vote for
any individual nominee, write that nominee’s name
in the space below)    
   
   

    
2. To approve the Third Amended and Restated

Equity Incentive Plan. 
   
o
o
 FOR     o
o
 AGAINST     o
o
 ABSTAIN

  
3. To ratify the appointment of CohnReznick LLP as

the Company’s independent registered public
accounting firm for the fiscal year ending
December 31, 2016. 
   
o
o
 FOR     o
o
 AGAINST     o
o
 ABSTAIN

  
4. In their discretion, the proxies are authorized to

vote upon such other business as may properly
come before the meeting or any postponement(s) or
adjournment(s) thereof.

  

COMPANY ID: 
  

PROXY NUMBER: 
  

ACCOUNT NUMBER:

Signature _________________  Signature if held jointly __________________  Date _____________, 2016

Note:  Please  sign  exactly  as  name  appears  hereon.  When  shares  are  held  by  joint  tenants,  both  should  sign.  When  signing  as
attorney, executor, administrator, trustee or guardian, please give full title as such. If a corporation, please sign in full corporate name
by President or other authorized officer. If a partnership, please sign in partnership name by authorized person.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders to Be Held on September
13, 2016.

The  Proxy  Statement,  the  form  of  proxy  and  the  Company’s  and  Annual  Report  to  Stockholders  are  available  at
ir.xcelbrands.com/annuals-proxies
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XCel Brands, Inc. 
1333 Broadway, 10 th Floor 

New York, NY 10018

PROXY  FOR  ANNUAL  MEETING  OF  STOCKHOLDERS  TO  BE  HELD  SEPTEMBER  13,  2016  THIS  PROXY  IS
SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints ROBERT W. D’LOREN and JAMES F. HARAN, and each of them, Proxies, with full power of
substitution in each of them, in the name, place and stead of the undersigned, to vote at the Annual Meeting of Stockholders of XCel
Brands, Inc. on Tuesday, September 13, 2016, at 10:00 AM or at any postponements or adjournments thereof, according to the number
of votes that the undersigned would be entitled to vote if personally present, upon the following matters on the reverse side.

(Continued, and to be marked, dated and signed, on the other side)


