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TANDY LEATHER FACTORY, INC.
1900 Southeast Loop 820

Fort Worth, Texas 76140-1003

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

Dear Tandy Leather Factory, Inc. Stockholder:

On Tuesday June 6, 2023, Tandy Leather Factory, Inc. will hold our 2023 Annual Meeting of Stockholders at the
Tandy retail store #4, adjacent to its principal office in Fort Worth, Texas (address shown above). The meeting will
begin at 11:30 a.m. local time.

Only stockholders who owned common stock at the close of business on April 17, 2023, may vote at the Annual
Meeting or any adjournments that may take place. At the Annual Meeting, we will consider:

(1) The election of a seven-member Board of Directors for a one-year term;

(2) Ratification of appointment of our independent registered public accounting firm;

(3) Approval of the Tandy Leather Factory, Inc. 2023 Incentive Stock Plan

(4) An advisory vote on executive compensation as disclosed in these materials; and

(5) Any other business properly presented at the meeting.

Our Board of Directors recommends that you vote in favor of Proposals 1, 2 and 3 and 4. Our proxy statement
also outlines certain of our corporate governance practices and discusses our compensation philosophy and practices,
and it describes the Audit Committee’s recommendation to the Board of Directors regarding our 2022 financial
statements. We encourage you to read these materials carefully.

Under the rules approved by the U.S. Securities and Exchange Commission, we are now furnishing proxy materials
on the Internet to our stockholders. Instructions on how to access and review the proxy materials on the Internet can
be found on the Notice of Internet Availability of Proxy Materials sent to our stockholders. The Notice of Internet
Availability of Proxy Materials will also include instructions for stockholders on how to access the proxy card to vote
over the Internet.

Your vote is important. Whether or not you expect to attend the Annual Meeting, we urge you to vote promptly.

By Order of the Board of Directors,

Daniel J. Ross

General Counsel and Secretary
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GENERAL INFORMATION ABOUT THE ANNUAL MEETING AND VOTING

Why did I receive proxy materials for the Annual Meeting?

Because you are a stockholder of Tandy Leather Factory, Inc. as of the record date and entitled to vote at the 2023
Annual Meeting of Stockholders (the “Annual Meeting”), our Board of Directors is soliciting your proxy to vote at the
Annual Meeting. You are invited to attend our Annual Meeting on June 6, 2023, beginning at 11:30 am Central time.
The Annual Meeting will be held at our corporate headquarters, 1900 Southeast Loop 820, Fort Worth, Texas 76140.

Our Annual Report on Form 10-K for the year ended December 31, 2022, including our financial statements for 2022
as well as this proxy statement, is posted on our website at www.tandyleather.com. Choose the “Investor Relations”
and then the “SEC Filings” (for 10-K) “Proxy Online” links. These proxy materials are first being made available to
stockholders on or about April 27, 2023.

What am I voting on?

You are voting on four items:

1. Election of seven directors for a term of one year;

2. Ratification of appointment of our independent registered public accounting firm;

3. Approval of the Tandy Leather Factory, Inc. 2023 Incentive Stock Plan; and

4. An advisory vote on Tandy Leather Factory, Inc.’s executive compensation, as disclosed in these materials.

At the date this proxy statement went to print, we did not know of any other matters to be raised at the Annual
Meeting.

What are the voting recommendations of the Board of Directors?

The Board of Directors recommends that you vote your shares:

• “FOR” each of the nominees to the Board of Directors;

• “FOR” the ratification of appointment of our independent registered public accounting firm;

• “FOR” the approval of the Tandy Leather Factory, Inc. 2023 Incentive Stock Plan; and

• “FOR” the approval, on an advisory basis, of the compensation of Tandy Leather Factory, Inc.’s named
executive officers as disclosed in these materials.

What is the Notice of Internet Availability of Proxy Materials?

In accordance with rules and regulations adopted by the U.S. Securities and Exchange Commission, or the SEC,
instead of mailing a printed copy of this proxy statement to all of our stockholders entitled to vote at the Annual
Meeting, we are furnishing the proxy materials to our stockholders over the Internet. If you received a Notice of
Internet Availability of Proxy Materials, or the Notice, by mail, you will not receive a printed copy of the proxy
materials. Instead, the Notice will instruct you as to how you may access and review the proxy materials and submit
your vote via the Internet or by telephone. If you received a Notice by mail and would like to receive a printed copy
of the proxy materials, please follow the instructions for requesting such materials included in the Notice.

You may also choose to receive future proxy materials by e-mail by following instructions provided on the website
referred to in the Notice. Choosing to receive your future proxy materials by e-mail will save us the cost of printing
and mailing documents to you and will reduce the impact of our Annual Meeting on the environment. If you choose
to receive future proxy materials by e-mail, you will receive an e-mail next year with instructions containing a link to
those materials and a link to the proxy voting site. Your election to receive proxy materials by e-mail will remain in
effect until you terminate it.

On the date of the mailing of the Notice, all stockholders will have the ability to access all of our proxy materials on
a website referred to in the Notice. These proxy materials will be available free of charge.

Who is entitled to vote?

Holders of record of shares of our common stock as of the close of business on April 17, 2023 (the record date) are
entitled to vote at the Annual Meeting. As of that date, a total of 8,300,627 shares of common stock were outstanding
and entitled to vote. Each share of common stock is entitled to one vote.

1
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What is the difference between holding shares as a stockholder of record and as a beneficial owner?

Many stockholders hold their shares through a stockbroker, bank, or other nominee rather than directly in their own
name. As summarized below, there are some distinctions between shares held of record and those owned beneficially.

Stockholder of Record. If your shares are registered directly in your name with our transfer agent, Broadridge
Corporate Issuer Solutions, you are considered, with respect to those shares, the stockholder of record, and these
proxy materials are being sent directly to you by us.

Beneficial Owner. If your shares are held in a stock brokerage account or by a bank or other nominee, you are
considered the beneficial owner of shares held in “street name”, and the Notice or proxy materials are being forwarded
to you by your broker or nominee who is considered, with respect to those shares, the stockholder of record. As the
beneficial owner, you are invited to attend the Annual Meeting. However, since you are not the stockholder of record,
you may not vote these shares in person at the Annual Meeting, unless you bring with you a legal proxy from the
stockholder of record. Your broker or nominee has enclosed a voting instruction card for you to use in directing the
broker or nominee how to vote your shares.

How do I vote?

Your vote is important. Because many stockholders cannot attend the Annual Meeting in person, it is necessary that a
large number be presented by proxy.

If you are a stockholder of record, there are four ways to vote:

• By Internet, by visiting the website shown on the Notice or the proxy card and following the instructions;

• By telephone, by calling the toll-free number shown on the Notice or the proxy card and following the
instructions;

• By completing and mailing your proxy card; or

• By written ballot at the Annual Meeting.

If you vote by Internet or by telephone, your vote must be received by 11:59 PM Eastern Time on June 5, 2023,
the business day before the Annual Meeting. Your shares will be voted as you indicate. If you return your proxy
card but you do not indicate your voting preferences, your shares will be voted, as the case may be with respect to
the item not marked: FOR the election of each of the nominees to the Board of Directors; FOR the ratification of
appointment of our independent registered public accounting firm; FOR the approval of the Tandy Leather Factory,
Inc. 2023 Incentive Stock Plan; and FOR the approval, on an advisory basis, of the compensation of Tandy Leather
Factory, Inc.’s named executive officers as disclosed in these materials.

If your shares are held in a brokerage account in your broker’s name, you should follow the voting directions provided
by your broker or nominee. You may complete and mail a voting instruction card to your broker or nominee or,
in most cases, submit voting instructions via the Internet to your broker or nominee. If you provide specific voting
instructions by mail or the Internet, your shares should be voted by your broker or nominee as you have directed.

We will distribute written ballots to anyone who wants to vote at the Annual Meeting. If you hold your shares in street
name, you must request a legal proxy from your broker to vote at the Annual Meeting.

Is my vote confidential?

Yes. It is our policy that all proxies, ballots and vote tabulations that identify the vote of a stockholder will be kept
confidential from us and our directors, officers, and employees until after the final vote is tabulated and announced,
except in limited circumstances including any contested solicitation of proxies, when required to meet a legal
requirement, to defend a claim against us or to assert a claim by us, or when written comments by a stockholder
appear on a proxy card or other voting material.

Who counts the votes?

We will appoint an inspector of election for the Annual Meeting who will count the votes cast.
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What is the quorum requirement of the meeting?

A majority of the outstanding shares of common stock determined on April 17, 2023, represented in person or by
proxy at the Annual Meeting constitutes a quorum for voting on items at the Annual Meeting. If you vote, your shares
will be part of the quorum. Abstentions and broker non-votes (discussed below) will be counted in determining the
quorum. Neither, however, will be counted as votes cast.

What vote is required to approve the proposals?

The seven nominees for director receiving the highest number of “FOR” votes at the Annual Meeting will be elected
to the Board of Directors.

The affirmative vote of a majority of the votes cast at the Annual Meeting in person or by proxy by stockholders
entitled to vote on the matter is required for: (1) ratification of the appointment of our independent registered
public accounting firm, (2) approval of the Tandy Leather Factory, Inc. 2023 Incentive Stock Plan; and (3) the
advisory approval of the executive compensation of our named executive officers as described in this proxy statement.
Abstentions are not counted for purposes of these proposals.

What if I want to change my vote?

You can change your vote on a proposal at any time before the Annual Meeting for any reason by revoking your
proxy. Proxies may be revoked by:

• Filing a written notice of revocation, bearing a date later than the proxy date, with our Secretary at or before
the Annual Meeting;

• Properly executing a later proxy relating to the same shares;

• Voting at a later time on the Internet or by telephone, if you previously voted on the Internet or by telephone;
or

• Attending the Annual Meeting and voting in person; however, attendance at the Annual Meeting will not in
and of itself constitute a revocation of a proxy.

Any written notice revoking a proxy should be sent to: Secretary, Tandy Leather Factory, Inc., 1900 SE Loop 820,
Fort Worth, Texas 76140.

Where can I find the voting results of the Annual Meeting?

We plan to announce preliminary voting results at the Annual Meeting and publish final results in a current report on
SEC Form 8-K within four business days after the Annual Meeting.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information regarding the following as of April 17, 2023, the record date for the Annual
Meeting:

• Beneficial owners of more than 5 percent of the outstanding shares of our common stock, other than our
officers and directors;

• Beneficial ownership by our current directors, nominees and the named executive officers set forth in the
Summary Compensation table below; and

• Beneficial ownership by all our current directors, nominees and the named executive officers as a group,
without naming them.

The percentage of beneficial ownership is calculated on the basis of 8,300,627 shares of our common stock
outstanding as of April 17, 2023. The information provided in the table is based on our records, information filed with
the SEC, and information provided to us, except where otherwise noted.

Security Ownership of Certain Beneficial Owners

Title of Class Name and Address of Beneficial Owner
Amount and Nature of
Beneficial Ownership(1)

Percent
of

Class

Common Stock Bandera Partners LLC(2)
50 Broad Street, Suite 1820
New York, NY 10004

2,857,936 34.4%

Common Stock JCP Investment Partnership, LP(3)
1177 West Loop South, Suite 1650
Houston, TX 77027

859,197 10.4%

Common Stock First Foundation Advisors(4)
18101 Von Karman Ave., Suite 700
Irvine, CA 92612

826,550 10.0%

Security Ownership of Management

Title of Class Name of Beneficial Owner
Amount and Nature of

Beneficial Ownership(1)(6)

Percent
of

Class

Common Stock Janet Carr 369,687 4.5%
Common Stock Vicki Cantrell 8,566 *
Common Stock Elaine D. Crowley(5) 1,708 *
Common Stock Jefferson Gramm(2) 2,864,055 34.5%
Common Stock James Pappas(3) 871,337 10.5%
Common Stock Sejal Patel 8,566 *
Common Stock Eric Speron(4) 826,550 10.0%
Common Stock William Warren 32,467 *

All Current Directors, Director Nominees and
Executive Officers as a Group (8 persons) 4,982,936 60.0%

* Represents beneficial ownership of less than 1% of our outstanding shares of common stock.
(1) All shares of common stock are owned beneficially, and such owner has sole voting and investment power, unless otherwise stated. The

inclusion herein of shares listed as beneficially owned does not constitute an admission of beneficial ownership.
(2) Holdings shown for Jefferson Gramm and Bandera Partners, LLC are based on a Schedule 13D/A filed on February 5, 2021, by Mr. Gramm

and Bandera Partners, LLC. Bandera Partners, LLC is the investment manager of Bandera Master Fund L.P. in whose name 2,857,936 of
our shares are held. Messrs. Gregory Bylinksy and Jefferson Gramm are Managing Partners, Managing Directors and Portfolio Managers
of Bandera Partners LLC. Bandera Master Fund L.P. has delegated to Bandera Partners the sole and exclusive authority to vote and dispose
of the securities held by Bandera Master Fund. As a result, each of Bandera Partners and Messrs. Bylinksy and Gramm may be deemed to
beneficially own the shares held by Bandera Master Fund.

(3) Holdings shown JCP Investment Management, LLC are based on a Schedule 13D/A filed on December 6, 2018 by JCP Investment
Management, LLC. Mr. Pappas, one of our Directors, is a Managing Member and Owner of JCP Investment Management, LLC. As a result,
Mr. Pappas may be deemed to beneficially own the shares held by JCP Investment Management, LLC.
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(4) Holdings for First Foundation Advisors are based on a Schedule 13G filed on February 14, 2023, by First Foundation Advisors. Eric Speron,
a nominee for Director, is a Managing Director of First Foundation Advisors. As a result, Mr. Speron may be deemed to beneficially own
the shares held by First Foundation Advisors.

(5) Holdings for Ms. Crowley include 854 shares of common stock to be issued within 60 days upon the vesting of restricted stock units held by
her.

(6) To our knowledge, none of these shares have been pledged.
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PROPOSAL ONE: ELECTION OF DIRECTORS

The Board of Directors Recommends a Vote “FOR” All Nominees.

All directors are to be elected at the Annual Meeting to hold office until the next Annual Meeting of stockholders and
until their successors have been duly elected and qualified. Currently, there are seven directors as provided by our
corporate by-laws. William Warren, a current director, has informed the Company that he will not stand for reelection
for the upcoming term. Eric Speron has been nominated by the Board of Directors to serve as a director, subject to
his election by our stockholders at the Annual Meeting. It is the intention of the persons named in the accompanying
form of proxy card to vote for the election of all seven nominees listed below for election as our directors unless
authority to so vote is withheld. All seven nominees have indicated their willingness to serve for the ensuing term. If
any nominee is unable or declines to serve as a director at the date of the Annual Meeting, the persons named in the
proxy card have the right to use their discretion to vote for a substitute.

GENERAL INFORMATION ABOUT THE BOARD OF DIRECTORS

Name Age
Director

Since Position

Vicki Cantrell 65 2017 Director

Janet Carr 62 2018 Director, Chief Executive Officer

Elaine D. Crowley 64 2021 Director

Jefferson Gramm 47 2014 Chairman of the Board of Directors

James Pappas 42 2016 Director

Sejal Patel 44 2017 Director

Eric Speron 42 — Director Nominee

William M. Warren* 78 2013 Director

* Mr. Warren has informed the Company that he will not stand for reelection to our Board of Directors.

Vicki Cantrell, 65, is a retail veteran with over 20 years of operational experience. Since January 2020 she has
served as Chief Executive Officer for Vendors in Partnership LLC. From September 2017 until June 2018, she
served as Retail Transformation Officer for Aptos Inc., where Ms. Cantrell brought transformation strategies to the
retailer’s businesses and to the vendor/retail partnership. Prior to that role, Ms. Cantrell served from October 2011 to
October 2016 as a Senior Vice President at National Retail Federation, which is the world’s largest retail association.
From May 2008 until June 2011, she served as Chief Operating Officer of Tory Burch LLC while it experienced 300%
growth. From April 2003 until May 2008 she served as Chief Information Officer of Giorgio Armani, as it underwent
a multi-phase CRM implementation. Ms. Cantrell has worked in all facets of the retail industry, as retailer, vendor/
partner and industry spokesperson. She has deep expertise in building and executing strategies to meet evolving needs
including enhancing customer acquisition, service and loyalty; determining optimal organizational structure in ever-
changing environments; and in building robust cyber security programs.

Janet Carr, 62, has served as our Chief Executive Officer and as a member of our Board of Directors since
October 2018. Prior to her current role, Ms. Carr served as the SVP of Global Business Development for Caleres
(formerly Brown Shoe) from January 2016 until July 2017. While there, she was responsible for international
wholesale and retail for all of their brands. Prior to Caleres, Ms. Carr was the President of the Handbag Division of
Nine West Group from 2013 to November 2014, where she was responsible for all aspects of design, development
and sales in both wholesale and retail. Ms. Carr has deep experience in strategy and consumer insights in various roles
at a number of prominent retailers including Tapestry, Inc. (formerly Coach, Inc.), Gap Inc. and Safeway.

Elaine D. Crowley,64, served as Chief Restructuring Officer of Stage Stores, Inc. from May 2020 to October 2020
and served as a member of its Board of Directors from 2014 to 2020. From 2010 until her retirement in 2012,
Ms. Crowley served as Executive Vice President and Chief Financial Officer for Mattress Giant Corporation, a
mattress retailer. From 2008 to 2010, Ms. Crowley served as Executive Vice President and Chief Financial Officer
and Senior Vice President, Controller and Chief Accounting Officer/Chief Financial Officer for Michaels Stores,
Inc., an arts and crafts retailer. From August 1990 to September 2007, Ms. Crowley was employed by The Bombay
Company, Inc., a furniture and home goods retailer, most recently as Senior Vice President, Chief Financial Officer
and Treasurer. She held that title for administrative purposes while also having served as Liquidation Trustee for the
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Bombay Liquidation Trust from September 2007 to December 2017. She has 11 years of public accounting
experience principally with Price Waterhouse. She holds a B.B.A. in accounting from Texas Christian University and
is licensed as a certified public accountant in Texas. Ms. Crowley’s tenure in senior executive and financial roles with
other retailers and experience as a Certified Public Accountant in the practice of public accounting provides the Board
with valuable leadership experience and financial and retail expertise.

Jefferson Gramm,47, is a portfolio manager at Bandera Partners LLC, which might be deemed to be an affiliate of
ours by virtue of holding approximately 34.5% of our outstanding common stock. See “SECURITY OWNERSHIP
OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT” for information regarding Bandera Partners LLC’s
ownership of our common stock. Mr. Gramm has been in his present position with Bandera since 2006. His
prior experience includes serving as Managing Director of Arklow Capital, LLC, a hedge fund manager focused
on distressed and value investments, from October 2004 to July 2006. He has been a Director of Innovative
Food holdings since September 2021. He also served as a Director of Ambassadors Group from May 2014 until
October 2015 and of Morgan’s Foods Inc. from April 2013 to March 2014. He served as a Director of Peerless
Systems Corp from June 2009 to November 2010. He received an M.B.A. from Columbia University in 2003 and a
B.A. in Philosophy from University of Chicago in 1996. Mr. Gramm provides a unique and valuable perspective with
respect to corporate governance, our stockholder base and stockholder issues in general.

James Pappas,42, is the managing member and owner of JCP Investment Management, which might be deemed to be
an affiliate of ours by virtue of holding approximately 10.5% of our outstanding common stock. Mr. Pappas serves on
the board of Innovative Food Holdings, Inc. since 2020. Mr. Pappas also served as a director of US Geothermal, Inc.
from September 2016 until April 2018. He served as a director of Jamba, Inc., a health and wellness brand and leading
retailer of freshly squeezed juice, from January 2015 to September 2018; he also served on Jamba, Inc.’s Nominating,
Corporate Governance and Audit Committees. He served on the board of The Pantry, Inc., the largest independently
operated convenience store chains in the U.S. from March 2014 until it was acquired in February 2015. Mr. Pappas
also served on the board of directors, including Chairman of the Board, of Morgan’s Foods from February 2012 to
May 2014 until it was acquired. Mr. Pappas received a BBA in Information Technology and a Masters in Finance
from Texas A&M University. Mr. Pappas has substantial skills in marketing and branding, as well as experience with
growth-oriented businesses. Mr. Pappas also offers a strong tactical and financial background.

Sejal Patel, 44, is a Portfolio Manager at Skale Investments since January 2019. From July 2015 through September
2018, she was a Partner/Advisor at Lake Trail Capital, a private investment firm. Her prior work experience includes
serving as Vice President of Indus Capital, a hedge fund manager focused on Asian and Japanese equities, from
2012 to 2015 and Director for Kelusa Capital Management, a hedge fund manager focused on Asian equities, from
2006 to 2012. She served on the Boards of Value Quest Capital, a value fund based in India, since 2014 and the Tiger
Foundation, a non-profit organization based in New York, from 2009 to 2018. She received a B.S. in Economics from
the University of Pennsylvania. Ms. Patel brings a strong financial and business background to our Board.

Eric Speron, 42, Eric Speron, 42, is Managing Director of Equities at First Foundation Advisors, the investment
division of First Foundation Inc. (Nasdaq: FFWM), where he has been investing since May 2007. First Foundation
Advisors might be deemed to be an affiliate of ours by virtue of holding approximately 10.0% of our outstanding
common stock. Mr. Speron currently serves as a Director of Keweenaw Land Association, Limited, (OTC: KEWL).
Mr. Speron was formerly a board member of UCP, Inc and Lead Independent Director at Vidler Water Resources.
At First Foundation he helps lead the Core Portfolio as well as being the Portfolio Manager of the First Foundation
Total Return Fund (Nasdaq: FBBYX). Mr. Speron is currently a member of the CFA Institute, Orange County Society
of Financial Analysts and an Investor-in-Residence at UCLA's Benjamin Graham Value Investing Program. He
joined First Foundation from JPMorgan’s Institutional Equity division. Mr. Speron earned a B.A. from Georgetown
University, with a double major in History & Government and a minor in English. Mr. Speron is expected to bring to
our Board a strong financial, real estate and business background, including as an investor in the Company.

William M. Warren, 78, is president and sole Director of William M. Warren, PLLC, an independent law firm. He
also serves as of Counsel to Loe Warren P.C., a law firm located in Fort Worth Texas, where he was President and
Director from 1979 until December 2019. He has served as one of our directors from 1993 to 2003 and since 2013 and
also served as our Secretary and General Counsel from 1993 until 2018. Mr. Warren brings to our Board extensive
legal and industry experience, as well as a long history with, and deep institutional knowledge of, the Company.

The information relating to the occupations and security holdings of our directors and nominees is based upon
information received from them.
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ADDITIONAL INFORMATION CONCERNING OUR BOARD OF DIRECTORS

Meeting Attendance

During fiscal 2022, the Board of Directors held four regularly scheduled meetings and one special meeting. All
current directors who served during 2022 attended 75% or more of the aggregate of the total number of meetings of
the Board of Directors and of committees of the Board of Directors of which he or she was a member and which
were held during the time that he or she was a director or member of such committee, as applicable. We encourage
and expect our directors to attend our Annual Meeting absent extenuating circumstances, but we do not have a
formal policy requiring attendance. All of our directors attended our Annual Meeting held in 2022, in person or by
teleconference.

Director Independence

The Board of Directors has considered the listing requirements of Nasdaq for “independence” of directors, and it has
determined that our non-employee directors Vicki Cantrell, Elaine D. Crowley, Jefferson Gramm, James Pappas, Sejal
Patel and William Warren are independent under these requirements. Our non-employee directors hold executive
sessions at each regular meeting.

Board of Directors Leadership Structure

The Board of Directors has determined it appropriate to separate the roles of CEO and Chairman, allowing the CEO
to run Tandy Leather Factory, Inc. and the Chairman to run the Board of Directors. Janet Carr has been our Chief
Executive Officer since October 2018. Jefferson Gramm, one of our directors, has been Chairman of the Board since
2017. We believe our CEO and our Chairman have an excellent working relationship that has allowed the CEO to
focus on the challenges that we face in the current business environment. The separation of the CEO and Chairman
positions provides strong leadership for our Board of Directors, while also positioning our CEO as our leader in the
eyes of our customers, employees, and other stakeholders.

Our Board of Directors currently has six independent members and one non-independent member; at the time of
the 2022 Annual Meeting of Stockholders. We have three committees of the Board of Directors comprised solely of
independent directors. We believe that the number of independent, experienced directors that make up our Board of
Directors benefits us and our stockholders.

Risk Oversight

The Board of Directors’ role in risk oversight is administered directly and through its standing committees, with
each committee’s role more fully described in the “Committees of the Board of Directors” section below. The
Audit Committee assists the Board in fulfilling its oversight responsibility relating to the performance of our
system of internal controls, the integrity of our financial statements, legal and regulatory compliance, our audit,
accounting and financial reporting processes, the qualifications, independence and work of our independent registered
public accounting firm, and the evaluation of enterprise risk issues, particularly those risk issues not overseen by
other committees. The Compensation Committee is responsible for overseeing the management of risks relating
to our compensation programs, policies and practices. The Nominating and Governance Committee manages risks
associated with corporate governance, related person transactions, succession planning, business conduct and ethics,
and the performance of the Board, its committees and directors.

While each committee is responsible for evaluating certain risks and overseeing the management of those risks, the
entire Board is regularly informed about those risks through committee reports or by attending committee meetings.
The reports presented to the Board include discussions of committee agenda topics, including matters involving risk
oversight. The Board also directly considers specific topics, including risks associated with our strategic plan, capital
structure, information/cyber security and development activities. Members of management who supervise the day-to-
day risk management responsibilities periodically provide reports to the Board as a whole and to the committees as
requested.

Director Compensation

Compensation of non-employee directors is determined by the Board. Our non-employee directors are paid an annual
cash retainer of $16,000; as a result of a change in the timing of their payments, all of our non-employee directors
received cash payments for only 11 months of service during 2022. In addition, the Chair of each of the Audit
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Committee, Compensation Committee and Nominating/Governance Committee is paid an additional annual retainer
of $3,000 per committee; members of the Audit Committee (including the Chair) are paid an additional retainer of
$2,000. All directors are reimbursed for reasonable expenses incurred in connection with their service on our Board
of Directors, including the committees thereof.

We generally award restricted stock units annually to each non-employee director in accordance with our 2013
Restricted Stock Plan; these grants generally have a value equal to approximately $14,000 (based on the fair market
value of our common stock as of the date of grant) and vest equally over a four-year period from the date of grant.
In June 2022, we awarded each non-employee director other than Mr. Gramm (who voluntarily declined this equity
grant) a grant of restricted stock units with a fair market value equal to $14,000 as of the grant date; the shares
underlying the 2022 awards will vest equally over a four-year period from the date of grant, conditioned on the
recipient’s continued service on our Board of Directors.

The goal of our restricted stock unit grants to directors is to attract and retain competent non-employee personnel to
serve on our Board of Directors by offering them long-term equity incentives. Each of our non-employee directors is
eligible to participate in this plan.

DIRECTOR COMPENSATION TABLE

The table below summarizes the compensation paid by us to our non-employee directors for their service on the Board
during the year ended December 31, 2022. As a result of a change in the timing of their payments, all of our non-
employee directors received cash payments for only 11 months of service during 2022. Our directors who are also
employees receive no additional compensation for serving as directors.

Name
Fees Earned or Paid in

Cash ($)
Restricted Stock Awards

($)
Total

($)

Vicki Cantrell $17,666 $14,000 $31,666

Elaine D. Crowley 19,250 14,000 33,250

Jefferson Gramm(1) — — —

James Pappas 14,666 14,000 28,666

Sejal Patel 16,500 14,000 30,500

William Warren 15,666 14,000 29,666

(1) Mr. Gramm declined to receive any grant of Restricted Stock and donated the $14,466 cash fees he would have received to the Tandy Leather
Factory, Inc. Employee Foundation.

COMMITTEES OF THE BOARD OF DIRECTORS

As of the date of this proxy statement, our Board of Directors has three committees: (1) Audit Committee,
(2) Compensation Committee, and (3) Nominating and Governance Committee. The membership as of the date of
this proxy statement and the function of each committee are described below.

Name of Director Audit Compensation
Nom/
Gov

Non-Employee Directors:

Vicki Cantrell C C

Elaine D. Crowley C X

Jefferson Gramm X X

James Pappas X

Sejal Patel X

William Warren X

Employee Director:

Janet Carr

Number of Meetings in Fiscal 2022 7 3 3

X = Committee member; C = Committee Chair
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Nominating and Governance Committee

We have a Nominating and Governance Committee consisting of three directors, all of whom are “independent” under
the listing requirements of Nasdaq. The Nominating and Governance Committee met three times during 2022.

The Board of Directors has adopted a written charter for the Nominating and Governance Committee, which is
available on our website at www.tandyleather.com. This charter provides that the Nominating and Governance
Committee is responsible for identifying individuals qualified to become directors consistent with criteria as may be
established by the Board of Directors. The charter also provides that the Nominating and Governance Committee
shall take into account such additional factors as it deems appropriate in evaluating candidates. These factors may
include strength of character, mature judgment, career specialization, relevant technical skills, diversity and the extent
to which a candidate would fill a present need on the Board of Directors. In addition, the charter states that the
Nominating and Governance Committee will consider stockholder recommendations of director nominees, as well as
nominations by our senior officers. The Nominating and Governance Committee evaluates all director nominees in a
like manner without regard as to who recommended the nomination. Traditionally, we have not engaged third parties
to identify or evaluate potential directors or to assist in that process. In addition, the Nominating and Governance
Committee makes a review and evaluation periodically of the Board of Directors and the Nominating and Governance
Committee's own performance. Further, the Nominating and Governance Committee, among other functions: (1)
conducts an annual performance evaluation of the full Board and all committees; (2) reviews and recommends
changes to the Company’s governing documents (charter, bylaws, governance principles, etc.), (3) recommends
persons to serve on the Nominating and Governance Committee as members, as well as the possible removal of
any incumbent Nominating and Governance Committee members, and (4) reviews and approves any “related party”
transactions with the Company’s directors and officers.

Stockholders may nominate director nominees for consideration by writing to our Secretary at 1900 Southeast Loop
820, Fort Worth, Texas 76140-1003. Any such nomination must include:

• As to each person whom the stockholder proposes to nominate for election or re-election as a director, all
information relating to such person that is required by the Company’s Bylaws and required to be disclosed
in solicitations of proxies for election of directors, or as otherwise required, in each case pursuant to
Regulation 14A under the Securities Exchange Act of 1934, as amended, or any successor regulation thereto
(including such person’s written consent to being named in the proxy statement as a nominee and to serving
as a director if elected); and

• The information regarding the nominating stockholder that is required by the Company’s Bylaws, including
(but not limited to) the nominating stockholder’s name and address, as they appear on our books, and the
class and number of our shares beneficially owned by him.

The Nominating and Governance Committee recommended to the Board of Directors that all seven director nominees
listed in this proxy statement serve as directors for a term ending on the date of the 2024 Annual Meeting of
Stockholders.

The Nominating and Governance Committee will consider nominees for directors recommended by our stockholders
and will evaluate such nominees using the same criteria used to evaluate director candidates as described above.
Nominations of persons for election to the Board of Directors may be made by any stockholder entitled to vote for
the election of directors at the applicable meeting that complies with the notice procedures set forth in our bylaws.
Such nominations shall be made pursuant to timely notice in writing to our Secretary. To be timely, a stockholder’s
notice shall be delivered to or mailed and received at our principal executive offices not less than 30 days nor more
than 60 days prior to the applicable meeting; provided, however, that if less than 40 days’ notice or prior public
disclosure of the date of the meeting is given or made to stockholders, notice by the stockholders to be timely must be
so received not later than the close of business on the 10th day following the date on which such notice of the date of
the meeting was mailed or such public disclosure was made. Any adjournment(s) or postponement(s) of the original
meeting whereby the meeting will reconvene within 30 days from the original date shall be deemed for purposes of
notice to be a continuation of the original meeting and no nominations by a stockholder of persons to be elected
directors may be made at any such reconvened meeting other than pursuant to a notice that was timely for the meeting
on the date originally scheduled. The stockholder’s notice shall set forth: (i) as to each person whom the stockholder
proposes to nominate for election or re-election as a director, all information relating to such person that is required
to be disclosed in solicitations of proxies for election of directors, or as otherwise required, in each case pursuant to
Regulation 14A under the Securities Exchange Act of 1934, as amended,
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or any successor regulation thereto (including such person’s written consent to being named in the proxy statement as
a nominee and to serving as a director if elected); and (ii) as to the stockholder giving notice (a) the name and address,
as they appear on our books, of such stockholder, and (b) the class and number of our shares that are beneficially
owned by such stockholder.

Compensation Committee

The Compensation Committee is responsible for recommending to the Board of Directors the compensation program
of the executive officers. The Compensation Committee consists of three directors, all of whom are “independent”
under the listing requirements of Nasdaq. The Compensation Committee submits all issues concerning executive
compensation to the full Board of Directors for approval. It may not delegate this authority. The Board of Directors
has adopted a written charter for the Compensation Committee, which is available on our website at
www.tandyleather.com. The Compensation Committee met three times during 2022.

Audit Committee

The Audit Committee’s basic role is to assist the Board of Directors in fulfilling its fiduciary responsibility pertaining
to our accounting policies and reporting practices. Among other duties, the Audit Committee is to be the Board of
Directors’ principal agent in assuring the independence of our outside auditor, the integrity of management, and the
adequacy of disclosures to stockholders. The Audit Committee has been structured to comply with the requirements
of Section 3(a)(58)(A) of the Exchange Act. The Board of Directors has determined that all members of the Audit
Committee are “independent” under the applicable rules of the Nasdaq and that Elaine D. Crowley, Chair of the Audit
Committee, qualifies as an “audit committee financial expert” within the meaning of Item 407(d)(5) of Regulation
S-K. The Board of Directors has adopted a written charter for the Audit Committee, which is available on our website
at www.tandyleather.com. The Audit Committee met seven times during 2022. The Report of the Audit Committee
for the fiscal year ended December 31, 2022, appears below.
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PROPOSAL TWO: RATIFICATION OF APPOINTMENT OF OUR INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors Recommends a Vote “FOR” the ratification of appointment of our independent
registered public accounting firm for fiscal year 2023.

The Audit Committee has appointed Weaver and Tidwell LLP (“Weaver”) to serve as our independent registered
public accounting firm for fiscal year 2023. We are asking stockholders to ratify the appointment of Weaver as our
independent registered public accounting firm at the 2023 annual meeting of stockholders. Representatives of Weaver
are expected to be present at the Annual Meeting. They will have the opportunity to make a statement if they desire
to do so and are expected to be available to respond to appropriate questions.

Our bylaws do not require that the stockholders ratify the appointment of Weaver as our independent auditors.
However, we are submitting the appointment of Weaver to the stockholders for ratification as a matter of good
corporate practice. If the stockholders do not ratify the appointment, the Board of Directors and the Audit Committee
will consider this fact when it appoints the independent auditors for the fiscal year ending December 31, 2024. Even
if the appointment of Weaver is ratified, the Audit Committee retains the discretion to appoint a different independent
auditor at any time if it determines that such a change is in the best interests of the Company and our stockholders.
At this time, the Board and the Audit Committee believe that the continued retention of Weaver to serve as our
independent auditors is in the best interest of the Company and our stockholders.

Audit Fees

Weaver performed the audits of our 2022 and 2021 financial statements, as well as the reviews of the financial
statements included in our Forms 10-Q for the same periods. During 2021, Weaver also performed services in
connection with the restatement of our 2017 – 2018 financial statements and with the preparation of financial
statements for 2019 and 2020. The amounts shown below are the aggregate amounts paid to Weaver during 2022 and
2021 for services in the categories indicated and include fees for services relating to those prior years.

Types of Fees 2022 2021

Audit fees $313,254 $418,775

Audit-related fees — —

Tax fees — —

All other fees — —

Total $313,254 $418,775

In accordance with the charter of our Audit Committee as in effect at the relevant times and the rules of the SEC, the
Audit Committee approved all of the fees indicated above before the services were provided, except for portions of
the 2021 fees relating to the financial restatement of the prior years, which were not able to be determined before the
services were begun. The Audit Committee considered the services listed above to be compatible with maintaining
Weaver’s independence.
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Report of the Audit Committee

As members of the Audit Committee, we oversee Tandy Leather Factory, Inc.’s financial reporting process on
behalf of the Board of Directors. Management is responsible for the preparation, presentation, and integrity of
our financial statements, accounting and financial reporting principles, internal controls, and procedures designed
to ensure compliance with accounting standards, applicable laws, and regulations. The independent auditors are
responsible for auditing the annual consolidated financial statements prepared by management and expressing an
opinion as to whether those financial statements conform with accounting principles generally accepted in the United
States of America.

The Audit Committee is also responsible for selecting and evaluating the independence of the Company’s independent
auditors and for pre-approving the audit and non-audit services rendered by the independent auditors. During 2022
we recommended, and the Board of Directors approved, the appointment of Weaver as independent auditors for the
year ended December 31, 2022.

The Audit Committee reviewed and discussed the audited consolidated financial statements for the fiscal year
ended December 31, 2022, with management and the Company’s independent auditors. These discussions included
a review of the reasonableness of significant judgments, the acceptability of the Company’s accounting principles
and such other matters as are required to be discussed with the Audit Committee. The Audit Committee has
received from Weaver the written disclosures and the letter required by the applicable requirements of the PCAOB
regarding Weaver’s communications with the Audit Committee concerning independence, and the Audit Committee
has discussed with Weaver their independence from us and our management. Based upon the review and discussions
described in this report, the Audit Committee recommended to the Company’s Board of Directors that the audited
financial statements be included in the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2022, that has been filed with the Securities and Exchange Commission.

The foregoing report was submitted by the Audit Committee and shall not be deemed to be “soliciting material” or to
be “filed” with the SEC or subject to Regulation 14A promulgated by the SEC or Section 18 of the Exchange Act.

AUDIT COMMITTEE:

Elaine D. Crowley, Chair

Sejal Patel

William Warren
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COMPENSATION DISCUSSION AND ANALYSIS

The primary focus of our executive compensation programs is to improve our performance year over year and over
a longer-term period. The compensation programs were designed to provide the tools necessary to hire executives
with the skills needed to manage Tandy Leather Factory, Inc. to meet these goals and to retain them over the
long-term. In developing the programs, a key consideration was to have plans that were easy to understand and
administer, while being competitive with companies of similar size and philosophy. Over the past several years,
management and the Compensation Committee have worked to refine the compensation programs used to ensure that
they support these goals and our ongoing business objectives. Our philosophy has been to reward team performance,
measured by our overall results. Each executive officer’s compensation is linked to their individual contribution
toward increases in the size of our operations, our income, and increases in stockholder value. At the 2022 Annual
Meeting, stockholders were asked to approve Tandy Leather Factory, Inc.’s 2021 executive compensation programs.
Approximately 88% of the shares voted approved the program. In consideration of these results and other factors
the the Compensation Committee evaluates on a regular basis, the Compensation Committee concluded that Tandy
Leather Factory, Inc.’s existing executive compensation programs continue to be appropriate to support Tandy Leather
Factory, Inc.’s compensation philosophy and objectives described in this discussion.

Compensation for our executive officers consists of the following components:
• Base salary;
• Annual incentive bonus;
• Restricted stock unit grants;
• Retirement and other benefits, and
• Employment Agreements.

Each of these elements of pay is described below.

Company Performance. In 2022, Tandy Leather Factory, Inc.’s sales decreased approximately 3% from 2021, and net
income decreased by approximately 9%.

Base Salary

Base salaries are intended to reward our executive officers based upon their roles within Tandy Leather Factory, Inc.
and for their performance in those roles. Base salaries are established when an executive officer is hired, based on
prior experience and compared to salaries for comparable positions in other companies. Base salaries are generally
increased annually, if market factors dictate such increases and assuming our financial performance is satisfactory.
The Company increased Ms. Carr’s base salary during 2021 to reflect annual increases provided by Ms. Carr’s
employment agreement that she chose to forego in 2019-2021.

Bonuses

We may award discretionary bonuses to our Chief Executive Officer, as determined by the Compensation Committee.
We determine these bonuses on a subjective basis, considering business prospects for the upcoming year and the
improvement in our net income and financial position for the year in question. These discretionary bonuses are
awarded annually and paid generally in the first quarter of the following year. We did not award any bonuses to our
Chief Executive Officer for 2022. We awarded a retention bonus of $78,000 to our Chief Financial Officer in 2022
in recognition of his remaining with the Company through the completion of our restatement of financial statements
for 2017-2018 and our post-restatement financial statements through the second quarter of 2022; he also was paid a
bonus in 2022 under the Company’s executive bonus program arising from the Company’s financial performance in
2021.

Restricted Stock Unit Grants

We award restricted stock unit grants to promote long-term retention of executive officers and permit them to
accumulate equity ownership in Tandy Leather Factory, Inc., so that the interests of our management team are directly
aligned with the interest of our stockholders. We believe it is important to have an element of compensation that
is focused directly on retaining talent so that we can minimize potential loss of company and industry knowledge
and the disruption inherent in unplanned turnovers. Restricted stock unit grants also align our executive officers with
our stockholders by making them stockholders themselves. Retaining talent and aligning interests encourages our
executive officers to take actions to enhance the value of our business and increase stockholder value. Time-based
restricted stock unit awards generally vest equally over three or four years. In 2022, we granted immediately vested

14

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


TABLE OF CONTENTS

restricted stock with a then-current value of $138,426 to our Chief Executive Officer as a make-up payment for base
compensation she agreed to forego in 2020 during the period when the Company’s stores were shut down as a result
of the Covid-19 crisis.

Retirement and Other Benefits

Our benefits program includes a retirement plan and a group insurance program. The objective of the program is
to provide executive officers with reasonable and competitive levels of protection against the four contingencies
(retirement, death, disability and ill health) that could interrupt the executive officer’s employment and/or income
received as an active employee. Our retirement plans are designed to provide a competitive level of retirement income
to our executive officers and to reward them for continued service with Tandy Leather Factory, Inc. The retirement
program for executive officers consists of a tax-qualified 401(k) Plan that covers all full-time employees. The group
insurance program consists of life and health insurance benefits plans that cover all full-time employees.

Employment Agreement with Ms. Carr

We have entered into an employment agreement with Janet Carr, CEO, dated as of October 2, 2018. Under this
agreement, Ms. Carr was entitled to receive an initial annual base salary of $500,000, subject to annual 3% increases
for cost of living (which Ms. Carr declined to take until mid 2022), and is eligible to receive an annual discretionary
bonus, as determined by the Board. Also under this agreement, on October 2, 2018, Ms. Carr received: (i) a time-
based equity grant of 460,000 restricted stock units (“RSUs”) that vest over five years from the date of the grant;
(ii) a performance-based equity grant of 92,000 RSUs that will vest if/when the Company’s operating income exceeds
$12 million dollars two fiscal years in a row; and (iii) a performance-based equity grant of 92,000 RSUs that will
vest if/when the Company’s operating income exceeds $14 million dollars in one fiscal year. Ms. Carr was also
reimbursed for reasonable costs and expenses in connection with her commute and relocation from New York to
Texas in 2019. If Ms. Carr’s employment is terminated by the Company without Cause or by Ms. Carr for Good
Reason (each as defined in her employment agreement), Ms. Carr would receive twelve months of base salary and
an annual reimbursement of COBRA payments and vest in a pro-rata portion of the time-based RSUs, based on
the number of days that Ms. Carr is employed. Any unvested performance-based RSUs would be forfeited. In the
event that Ms. Carr’s employment is terminated by the Company without Cause or by Ms. Carr for Good Reason
within six months prior to or one year after a Change in Control (as defined in her employment agreement), Ms. Carr
would receive thirty-six months of base salary and an annual reimbursement of COBRA payments and vest in a pro-
rata portion of the time-based RSUs, based on the number of days that Ms. Carr had been employed. Any unvested
performance-based RSUs would be forfeited. Under this agreement, a “Change in Control” is a defined term that
includes a merger, a sale of all or substantially all of our assets or a similar transaction involving us, a third party
acquiring more than 50% of our shares which includes, in general, a person or entity becoming a 50% or greater
stockholder of us, a covered removal of directors on our board of directors, or our liquidation or dissolution.

Change in Control Effect on other Restricted Stock Units

Our 2013 Restricted Stock Plan (which does not include the 2018 grants to Ms. Carr described above) also provides
for accelerated vesting in the event of a “change of control”, whose meaning is materially the same as a Change
in Control described above for Ms. Carr’s employment agreement. Except to the extent that the Compensation
Committee provides a result more favorable to holders of awards, in the event of a change of control, restricted stock
units that are not vested before a change of control will vest on the date of the change of control.

Compensation Committee Report

The Compensation Committee has reviewed and discussed the foregoing Compensation Discussion and Analysis
(“CD&A”) with management and, based on such review and discussion, recommended to the Board of Directors that
the CD&A be included in Tandy Leather Factory, Inc.’s Form 10-K and proxy statement.

The foregoing report was submitted by the Compensation Committee and shall not be deemed to be “soliciting
material” or to be “filed” with the SEC or subject to Regulation 14A promulgated by the SEC, other than as provided
in Item 407 of Regulation S-K, or to the liabilities of Section 18 of the Exchange Act.

COMPENSATION COMMITTEE:
Vicki Cantrell, Chair
Elaine D. Crowley
Jefferson Gramm
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COMPENSATION TABLES AND OTHER INFORMATION

The following table includes information required by Item 402 of Regulation S-K promulgated by the SEC.
The amounts shown represent the compensation paid to our named executive officers for each fiscal year noted in the
table, for services rendered to us. For a more complete discussion of the elements of compensation included in this
table, please refer to the discussion reflected in “Compensation Discussion and Analysis” above.

SUMMARY COMPENSATION TABLE

Name and Principal Position Year Salary Bonus
Restricted Stock

Awards
All Other

Compensation Total

2022 $511,661 $ — $138,426(2) $12,800(3) $662,887Janet Carr,
Chief Executive Officer 2021 500,000 — — 20,635(3) 520,635

2022 $211,154 $ — $ — $86,375(4) $297,529Michael Galvan,
Chief Financial Officer(1)

2021 282,693 127,212 — 409,905

(1) Mr. Galvan resigned from his position with the Company, effective August 31, 2022.
(2) The amount reported as the value of this stock, which vested immediately upon grant, is based on the grant date fair value of $5.08 per share,

computed in accordance with FASB ASC Topic 718. The purpose of this grant was to repay Ms. Carr for a temporary base salary cut of
the same amount that she took in 2020 when the Company’s stores were closed as a result of the Covid-19 outbreak; the Company made
comparable equity grants in late 2020 to the other members of its Executive Leadership Team who also took base salary cuts at that period.

(3) For 2021, represents $9,035 of Company-reimbursed moving expenses for Ms. Carr and $11,600 of matching funds contributed to Ms. Carr’s
Company 401(k) plan. For 2022, represents $12,200 of matching funds contributed to Ms. Carr’s Company 401(k) plan and $600 of
contribution to her health savings account under the Company’s health insurance benefit plan.

(4) Represents $78,000 as a stay bonus for Mr. Galvan staying with the Company through August 31, 2022, $102 as a wellness incentive under
the Company’s health insurance benefit plan; $7,858 of matching funds contributed to Mr. Galvan’s Company 401(k) plan and $415 of
contribution to his health savings account under the Company’s health insurance benefit plan.
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PAY VERSUS PERFORMANCE TABLE

Year

Summary
compensation
table total for

PEO(1)

Compensation
Actually Paid to

PEO(2)

Average
Summary

Compensation
table total for

non-PEO
named

executive
officers(1)

Average
Compensation

Actually Paid to
non-PEO

named
executive
officers

Value of Initial
fixed $100
investment

based on total
shareholder

return Net Income

2022 $662,887 $ 443,007(3) $297,529 $297,529(5) $133 $1,227,000

2021 $520,635 $1,047,795(4) $263,126 $263,126(5) $161 $1,354,000

(1) Janet Carr was the PEO for both years in the table. Non-PEO named executive officers were Steven Swank and Michael Galvan for 2021
and Michael Galvan for 2022, each of whom served in their positions for partial years in both 2021 and 2022.

(2) Excludes the value of 184,000 performance-based restricted stock award units granted to Ms. Carr in 2018, which are included in
the “Outstanding Stock Awards” table below. These awards are subject to the achievement of performance criteria; based on the fair
value methodology used to account for share-based payments in the Company’s financial statements, it has been determined that since
December 30, 2020, the probable outcome of attaining the performance goals is zero. Fair value of stock awards included in compensation
actually paid to the CEO is calculated at the required measurement dates; changes to stock award fair values are based on the Company’s
updated stock price at the respective measurement dates.

(3) For 2022, adjustments made to Ms. Carr’s summary compensation table (“SCT”) total to calculate compensation actually paid were: -
$138,426 for value of equity awards granted in 2022 and included in the SCT; -$82,800 for the change in fair value of prior year awards still
outstanding as of the end of 2022; $138,426 for the fair value of awards granted and vested in 2022; and -$137,080 for the change in fair
value of awards from the prior year end that vested in 2022.

(4) For 2021, adjustments made to Ms. Carr’s SCT total to calculate compensation actually paid were: $358,800 for the change in fair value of
prior year awards still outstanding as of the end of 2022; and $168,360 for the change in fair value of awards from the prior year end that
vested in 2022.

(5) For 2021 and 2022, no adjustments were made to the non-PEOs’ SCT total to calculate compensation actually paid, since all compensation
was paid in cash or cash equivalents.

Relationship between Compensation Actually Paid disclosed in the Pay Versus Performance Table, and other table
elements: Ms. Carr’s SCT compensation in both 2021 and 2022 consisted primarily of base salary; she also received
an immediately-vested grant of common stock in 2022 (the “Make-whole Grant”) to compensate her for a temporary
base salary cut in 2020, as described in footnote 2 to the SCT. Otherwise, Ms. Carr was not awarded any cash bonuses
or new equity compensation in 2021 or 2022. As a result, the differences between her SCT totals and compensation
actually paid as shown in the table above are almost entirely due to (1) the annual vesting of portions of the time-
based restricted stock grant made to Ms. Carr at the time of her hire in October 2018 and (2) fluctuations in the
value of the Company’s common stock over the two years shown in the table. The Company’s Common Stock price
rose considerably during 2021, as its business recovered from the 2020 Covid-19 shutdowns and, as the Company
now believes, there was some pent-up demand for its products and stimulus-driven buying. The Company’s Common
Stock price fell during 2022, as consumer demand was inhibited by inflation and economic uncertainties.

For non-PEO named executive officers, the average compensation actually paid is the same as average SCT
compensation in both 2021 and 2022, because all elements of compensation received and not forfeited were in cash
rather than long-term equity or other forms of compensation with fluctuating values.

In 2021 and 2022, the Company maintained a bonus program for executives (excluding the PEO), under which
bonuses are paid as a percentage of the executives’ base salary, depending on the Company’s performance in two
metrics: sales and operating income. For 2021, Mr. Galvan received a cash bonus of $127,212 under this program
based on those two metrics. The Company did not pay any bonuses under this program to its named executive officers
for fiscal 2022. The Company’s PEO does not participate in the program but is eligible to receive a discretionary
bonus that is not tied to specific performance metrics; Ms. Carr did not receive such a bonus in 2021 or 2022.
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GRANTS OF PLAN-BASED AWARDS

Name Grant Date

Estimated future
payouts under equity
incentive plan awards

All other stock awards:
Number of shares of

stock or units (#)

Grant date fair value
of stock and option

awards

Janet Carr January 5, 2022 0 27,249(1) $138,426

(1) This stock award, which vested immediately upon the grant date, was granted to Ms. Carr as a make-up for base compensation she chose to
forego in 2020 during the period when the Company’s stores were shut down as a result of the Covid-19 crisis.

OUTSTANDING STOCK AWARDS
as of December 31, 2022

Name
Number of shares of stock

that have not vested (#)
Market value of shares of stock

that have not vested ($)

Janet Carr(1) 276,000 $1,173,000

(1) Vesting is subject to Ms. Carr’s continued employment with the Company.
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PROPOSAL THREE: APPROVAL OF THE TANDY LEATHER FACTORY, INC. 2023 INCENTIVE
STOCK PLAN

The Board of Directors recommends a vote “FOR” the approval of the Tandy Leather Factory, Inc. 2023
Incentive Stock Plan.

Shareholders are being asked to approve The Tandy Leather Factory, Inc. 2023 Incentive Stock Plan (the “2023
Plan”), which was adopted by our Board on April 14, 2023. If approved by shareholders at the 2023 Annual Meeting
of Shareholders, the 2023 Plan will become effective as of such approval date, referred to herein as the Effective Date,
and will replace the 2013 Restricted Stock Plan. No further awards will be made under the 2013 Restricted Stock Plan
as of the Effective Date, which will remain in effect thereafter solely with respect to awards outstanding under that
plan.

The Board, the Compensation Committee and management believe that the effective use of stock and other
performance-based long-term incentive compensation has been and will continue to be integral to the Company’s
success. The awards that may be granted under the 2023 Plan will serve to attract, retain and motivate employees,
directors and consultants to maximize our growth, profitability and overall success, as well as align their interests
with the interests of our shareholders to create long-term, sustainable shareholder value.

In this proposal, we are asking shareholders to approve the 2023 Plan, which authorizes the issuance of 800,000 new
shares of the Company’s common stock, plus undelivered or withheld shares pursuant to outstanding awards under
the 2013 Plan (as described in more detail below). Incentive compensation plays a critical role in our compensation
program, and our ability to continue providing a competitive level of long-term stock-based compensation in order to
attract and retain the best talent is critical to our success. If the 2023 Plan is not approved, we might be compelled to
increase significantly the cash component of our incentive compensation programs over time, which approach may
dilute the alignment between the interests of our executives and directors as compared to those of our shareholders.
Replacing equity awards with cash would also increase our cash compensation expense.

To determine the number of new shares to be authorized under the 2023 Plan, the Board considered a number of
factors, including our historical burn rate, the number of shares remaining available under the 2013 Plan for future
awards and dilution resulting from the proposed new share reserve.

Based on the closing price on the Nasdaq Capital Market of our shares on April 17, 2023, of $4.27 per share, the
aggregate market value as of that date of the new 800,000 shares requested under the 2023 Plan was $3,416,000. If
the new share request is approved by shareholders, we expect to have sufficient shares available to meet our stock
compensation needs for at least the next three to four years, subject to changes in business conditions, volatility of
our share price and other developments.

Summary of the 2023 Plan

The following is a summary of material features of the 2023 Plan, which is qualified in its entirety by the copy of
the 2023 Plan attached as Appendix A. Shareholders are urged to review the 2023 Plan together with the following
summary.

Eligibility. Awards may be granted to any employee, officer or director of the Company or its subsidiaries or
affiliates as well as consultants, agents, advisors and independent contractors. As of April 17, 2023, approximately
600 employees, officers and directors were eligible to receive awards under the 2003 Plan and, similarly, would be
eligible to receive awards under the 2023 Plan. As of April 17, 2023, approximately 25 current and former employees
and directors hold outstanding stock awards under the 2013 Plan. The basis for participation in the 2023 Plan is being
eligible to participate and being selected for participation by the administrator.

Administration. The 2023 Plan will be administered by the Compensation Committee of the Company’s Board of
Directors, except that with respect to participants who are nonemployee directors, the 2023 Plan will be administered
by the full Board. The members of the Compensation Committee satisfy the independence standards of the Nasdaq
listing standards and qualify as nonemployee directors as defined in Rule 16b-3 under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”). The Board or a Committee may delegate the responsibility for
administration of the 2023 Plan to subcommittees of the Board, except with respect to awards granted to directors
or officers subject to Section 16 of the Exchange Act (“Section 16 participants”). The Board or committee may also
delegate authority to grant awards to any person or body, to the extent consistent with applicable law, provided that
such person or body may not grant awards to themselves or any Section 16 participant. References to the Committee
in the 2023 Plan and this proposal are to the Compensation Committee or other delegate, as applicable.
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Shares Available for Issuance. If this proposal is approved by shareholders, the aggregate number of shares of the
Company’s common stock for which awards may be granted under the 2023 Plan may not exceed:

• 800,000 new shares authorized for issuance under the 2023 Plan, plus

• the number of undelivered shares that were the subject of 2013 Plan awards outstanding on the Effective
Date that, after the Effective Date, expire or lapse or are forfeited, surrendered, canceled, terminated, settled
in cash in lieu of shares or are issued and thereafter reacquired by the Company, plus

• the number of shares tendered by participants in the 2013 Plan to, or retained by, the Company to satisfy
any tax withholding obligations with respect to stock-based awards previously granted under the 2003 Plan.

Share Usage. For purposes of determining usage of shares under the 2023 Plan, shares will not be counted as used
unless and until they are actually issued and delivered to a participant. Shares that are subject to awards that expire or
lapse or are forfeited, surrendered, canceled, terminated, settled in cash in lieu of shares or are issued and thereafter
reacquired by the Company will again be available for awards.

Shares tendered or retained in payment for the purchase price of an award, as well as shares tendered or retained
satisfy any tax withholding obligations with respect to an award of options or SARs, will be counted as used and
not available for issuance. Shares tendered or retained to satisfy any tax withholding obligations with respect to an
award of restricted stock, restricted stock units, performance restricted stock or performance restricted stock units, or
any other stock-based award other than an option or SAR, and shares issued pursuant to substitute awards issued in
connection with a merger or acquisition, will not be counted as used and will be available for issuance under the 2023
Plan.

Limitations on Awards. The 2023 Plan contains the following share limitations, subject to the other terms and
conditions set forth therein:

• no participant may receive awards of options or SARs with respect to more than 400,000 shares in the
aggregate in any calendar year;

• no participant may receive awards of restricted stock, restricted stock units, performance restricted stock,
performance restricted stock units or any other stock-based awards (other than options or SARs) exceeding
400,000 shares in the aggregate in any calendar year;

• no more than 400,000 shares in the aggregate may be subject to incentive stock options granted under the
2023 Plan; and

• no nonemployee director may receive awards in any calendar year with an aggregate grant date fair
value that exceeds, together with all cash-based compensation payable to that director in that year,
$50,000 (or $100,000, with respect to a nonexecutive chair of the Board).

Types of Awards

Options. The Committee may grant either incentive stock options, which comply with Section 422 of the Internal
Revenue Code, or nonqualified stock options. An option is the right to purchase a specified number of shares during
the option term at a fixed exercise price. The Committee sets option exercise prices and terms, except that the exercise
price of an option may be no less than 100% of the fair market value of the shares on the grant date (for these purposes,
fair market value means the closing price, or the average of the high and low per share trading prices, or the average
of the opening and closing prices, if so determined by the Committee, for Company stock on the Nasdaq or other
applicable exchange during regular session trading for a single trading day). At the time of grant, the Committee in
its sole discretion will determine when stock options are exercisable and when they expire, except that the term of a
stock option cannot exceed ten years. A participant may pay the exercise price for an option through means acceptable
to the Committee, which may include wire transfer, tendering owned shares equal to the value of the exercise price,
broker-assisted cashless exercise, or net exercise.

Unless otherwise provided in the applicable notice of terms, an option that is outstanding on the last day of its term
will be deemed exercised on such day if the closing price of one share exceeds the per share exercise price on such
day (unless the option has been exercised by the participant or terminated due to the participant’s termination of
employment for cause).

Options may not include a “reload” feature under which a participant who exercises an option becomes automatically
entitled to an additional option in connection with the original option’s exercise.
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Stock Appreciation Rights. The Committee may grant SARs as a right in tandem with the number of shares
underlying options granted under the 2023 Plan or on a stand-alone basis. A SAR is the right to receive payment
per share of the SAR exercised in stock or in cash equal to the excess of the share’s fair market value on the date of
exercise over its fair market value on the grant date. Exercise of a SAR issued in tandem with stock options will result
in the reduction of the number of shares underlying the related stock option to the extent of the SAR exercise. The
term of a SAR cannot exceed ten years.

Unless otherwise provided in the applicable notice of terms, a SAR that is outstanding on the last day of its term will
be deemed exercised on such day if the closing price of one share exceeds the per share grant price on such day (unless
the SAR has been exercised by the participant or terminated due to the participant’s termination of employment for
cause).

SARs may not include a “reload” feature under which a participant who exercises a SAR becomes automatically
entitled to an additional SAR in connection with the original SAR’s exercise.

Restricted Stock or Stock Units, Performance Restricted Stock or Stock Units, and Other Stock or Cash-Based
Awards. The Committee may grant awards of restricted stock or stock units or performance restricted stock or stock
units denominated in shares of Company stock, and other stock and cash-based awards, which may be contingent on
continued service or the attainment of certain performance goals.

Dividends and Dividend Equivalents. If the Committee so determines in its sole discretion, outstanding awards
may be credited with dividends paid with respect to the underlying shares or dividend equivalents while the awards
are held. The Committee may apply any restrictions to the dividends or dividend equivalents that the Committee
deems appropriate and may determine the form of payment of dividends or dividend equivalents. Notwithstanding the
foregoing, (1) in no event will dividends or dividend equivalents be credited or payable in respect of options or SARs,
(2) dividends or dividend equivalents credited/payable in connection with an unvested award will be subject to the
same restrictions and risk of forfeiture as the underlying award and will not be paid until the underlying award vests
and is paid, and (3) the crediting of dividends or dividend equivalents must comply with or qualify for an exemption
under Section 409A of the Internal Revenue Code (“Section 409A”).

Clawback Policy. Awards granted under the 2023 Plan are subject to any clawback policy adopted by the Company
to comply with the listing standards of any national securities exchange on which the Company’s securities are listed
as required under Rule 10D-1 of the Exchange Act (or other applicable law).

A participant may also forfeit (or be required to repay) an award if the participant, prior to the second anniversary of
the later of the vesting or receipt of payment of an award: (1) pleads or admits to, is convicted of, or is otherwise found
guilty of theft, fraud, embezzlement or other similar unlawful acts against the Company or against the Company’s
interests; (2) engages in competition with any aspect of Company business with which the participant was involved
or about which the participant gained Company proprietary or confidential information; (3) induces or attempts to
induce any of the Company’s employees, representatives or consultants to terminate, discontinue or cease working
with or for the Company in order to work for the participant or a third party; (4) disparages or defames the Company,
its products or its employees; or (5) takes, misappropriates, uses or discloses Company proprietary or confidential
information.

Other Provisions

Minimum One-Year Vesting Period. Except with respect to up to 20% of the shares reserved for issuance under the
2023 Plan, all stock-based awards shall provide for a minimum vesting period of at least one year from the grant date
of the award. The Committee or applicable notice of terms may provide for acceleration of vesting in the event of the
participant’s death, retirement, disability, layoff or other circumstances deemed appropriate.

Shareholders’ Rights. Unless otherwise provided by the Committee or in the applicable notice of terms, no option
or award denominated in units shall entitle a participant to any cash dividend, voting or other right of a shareholder
unless and until shares are actually issued.

Deferrals. The Committee may permit a participant to defer receipt of the payment of any award, in a manner that
satisfies the requirements for exemption from or complies with Section 409A.

Change in Control. No awards under the 2023 Plan are automatically accelerated in the event of a change in
control. Notwithstanding any provision of the 2023 Plan to the contrary, in the event the Company is involved in a
corporate transaction, as defined in the 2023 Plan, the Board may take such action as it deems appropriate, including:
(1) replacing
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awards granted under the 2023 Plan with substitute awards or other property that substantially preserve the value,
rights and benefits of affected awards; (2) canceling options or SARs and paying each affected participant an amount
equal to the excess of the applicable transaction price of shares underlying such unexercised options or SARs over the
aggregate exercise price of such unexercised options or SARs; and (3) making such adjustments and/or settlements
of other outstanding awards as it determines to be fair and equitable for participants.

Adjustments. Notwithstanding any provision of the 2023 Plan to the contrary, in connection with certain corporate
transactions or events that affect the Company’s capital structure, including extraordinary dividends, recapitalizations,
stock splits, reverse stock splits, reorganizations, mergers, consolidations, split-ups, spin-offs and other similar events,
the Board will equitably adjust (1) the number of shares with respect to which awards may be granted under the 2023
Plan, (2) the maximum share limitations applicable to each type of award that may be granted, (3) the number of
shares subject to outstanding awards, and (4) the exercise price for any outstanding option or SAR, in each case, to
the extent necessary or appropriate to prevent dilution or enlargement of benefits or potential benefits under the 2023
Plan.

Non-Transferability of Awards. Awards granted under the 2023 Plan generally will not be transferable, except by will
and the laws of descent and distribution or, to the extent permitted by the Committee, to one or more beneficiaries
designated by the participant (through procedures approved or authorized by the Company) to receive payment upon
the participant’s death.

Valuation. Fair market value under the 2023 Plan means the closing price, or the average of the high and low per share
trading prices, or the average of the opening and closing prices, if so determined by the Committee, for Company
stock on the Nasdaq or other applicable exchange during regular session trading for a single trading day. As of
April 17, 2023, the fair market value of a share of the Company’s stock (determined based on the closing per share
trading price) was $4.27.

Amendment, Termination and Term of the 2023 Plan. The Board or the Committee may amend the 2023 Plan,
except that stockholder approval will be obtained for any amendment that requires shareholder approval under any
applicable law. Stockholder approval will also be obtained for any amendment that would increase the number of
shares available for issuance under the 2023 Plan. We are proposing that the 2023 Plan would terminate on the tenth
anniversary of the 2023 Annual Meeting, unless sooner terminated or extended by the Board.

U.S. Federal Income Tax Consequences of Awards

The following discussion is intended only as a brief summary of the federal income tax rules relevant to options,
SARs, restricted stock, restricted stock units, performance restricted stock and performance restricted stock units.
These rules are highly technical and subject to change. The following discussion is limited to the federal income tax
rules relevant to the Company and to the individuals who are citizens or residents of the United States. The discussion
does not address the state, local or foreign income tax rules relevant to awards under the 2023 Plan. Participants
are urged to consult their personal tax advisors with respect to the federal, state, local and foreign tax consequences
relating to any awards under the 2023 Plan.

Nonqualified options and stock appreciation rights. A recipient will not have any income at the time a nonqualified
option or SAR is granted, nor will the Company be entitled to a deduction at that time. When a nonqualified option
is exercised, the recipient generally will recognize ordinary income (whether the option price is paid in cash or by
surrender of shares of Company stock), in an amount equal to the excess of the fair market value of the shares to which
the option exercise pertains over the option price. When a SAR is exercised, the recipient will recognize ordinary
income equal to the sum of (1) any gross cash proceeds payable and (2) the fair market value on the exercise date of
any shares received.

Incentive Stock Options. A recipient will not have any income at the time an incentive stock option, or ISO, is
granted. Furthermore, a recipient will not have regular taxable income at the time the ISO is exercised. However, the
excess of the fair market value of the shares at the time of exercise over the option price will be a preference item that
could create an alternative minimum tax liability for the recipient. If a recipient disposes of the shares acquired on
exercise of an ISO after the later of two years after the grant of the ISO and one year after exercise of the ISO, the gain
recognized by the recipient (i.e., the excess of the proceeds received over the option price), if any, will be long-term
capital gain eligible for favorable tax rates under the Internal Revenue Code. Conversely, if the recipient disposes of
the shares within two years of the grant of the ISO or within one year of exercise of the ISO, the disposition will
generally be a “disqualifying disposition,” and the recipient will recognize ordinary income in the
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year of the disqualifying disposition equal to the lesser of (1) the excess of the fair market value of the stock on the
date of exercise over the option price and (2) the excess of the amount received for the shares over the option price.
The balance of the gain or loss, if any, will be long-term or short-term capital gain, depending on how long the shares
were held.

Restricted Stock and Restricted Stock Units (including performance-based). A participant generally will not have
taxable income upon grant of restricted stock, restricted stock units, performance restricted stock or performance
restricted stock units. Instead, the participant will recognize ordinary income at the time of vesting (in the case of
restricted stock and performance restricted stock) or payout (in the case of restricted stock units and performance
restricted stock units) equal to the fair market value (on the vesting or payout date, as applicable) of the shares or cash
received minus any amount paid. For restricted stock only, a participant instead may elect to be taxed at the time of
grant under special rules available under Section 83 of the Internal Revenue Code.

Other Tax Consequences. The foregoing discussion is not a complete description of the U.S. federal income tax
consequences associated with the 2023 Plan and should not be relied upon as such. Furthermore, the foregoing
discussion does not address state or local tax consequences.

Company Deduction. The Company generally will be entitled to a tax deduction in connection with an award under
the 2023 Plan in an amount equal to the ordinary income realized by a participant and at the time the participant
recognizes such income, provided that the deduction is not disallowed by Section 162(m) or otherwise limited by the
Internal Revenue Code. Nothing precludes the Committee from making any payments or granting any awards that do
not qualify for tax deductibility under Section 162(m).

Payment of Withholding Taxes. Prior to payment for any award, we may require a participant to remit to us any
federal, state, local or foreign taxes required to be withheld with respect to the grant, vesting or exercise of the award
and any other amounts due from the participant to the Company. To the extent permitted by law, the Committee
may permit or require a participant to satisfy such tax withholding and other amounts due by (1) paying cash to
the Company, (2) having the Company withhold from any cash amounts otherwise payable by the Company to the
participant, (3) directing us to withhold shares that would otherwise be issued or become vested, or (4) delivering
shares of Company common stock that the participant previously owned. The 2023 Plan does not provide for any tax
gross-ups.

Section 409A. The Company intends that any and all awards under the 2023 Plan shall satisfy the requirements for
exemption under Section 409A and that all terms and provisions shall be interpreted to satisfy such requirements.
If the Committee determines that an award or any action or arrangement contemplated by the 2023 Plan would, if
undertaken, cause a participant to become subject to Section 409A, the Committee, to the extent it deems necessary or
advisable in its sole discretion, reserves the right, but shall not be required, to unilaterally amend or modify the 2023
Plan and any award granted thereunder so that the award qualifies for exemption from or compliance with Section
409A.

New Benefits under the 2023 Plan

Future awards to employees, officers, directors and other eligible participants under the 2023 Plan will be made at
the discretion of the Committee. Therefore, it is not possible to determine the amount or form of any award that
will be granted to any participant or the average annual stock grant rate in the future as there are many variables
the Committee considers in granting stock awards, including compensation of our executive officers compared to
peer group compensation, share price at the time the Committee sets executive compensation, and, for payouts under
our long-term incentive program, performance against applicable pre-determined metrics at the time of settlement.
For information regarding outstanding stock awards held by our named executive officers and directors as of
December 31, 2022, please refer to the Outstanding Equity Awards at 2022 Fiscal Year-End table and the 2022
Director Compensation table above. Because certain executive officers and directors of the Company will be eligible
to receive awards under the 2023 Plan, such individuals may be considered to have an interest in this proposal.

Registration with the SEC

We intend to file a Registration Statement on Form S-8 relating to the issuance of shares under the 2023 Plan with the
Securities and Exchange Commission pursuant to the Securities Act of 1933, as amended, as soon as practicable after
approval of the 2023 Plan by our shareholders.
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PROPOSAL FOUR: ADVISORY VOTE ON EXECUTIVE COMPENSATION (“SAY-ON-PAY” VOTE)

The Board of Directors recommends a vote “FOR” the advisory approval of the executive compensation of our
named executive officers as disclosed in this proxy statement.

Based upon a vote of stockholders at our 2022 Annual Meeting, following the Board of Directors’ recommendation
for an annual advisory vote to approve the compensation of our named executive officers, we are providing
stockholders with an annual advisory vote on executive compensation. The Dodd-Frank Wall Street Reform and
Consumer Protection Act (the “Dodd-Frank Act”), which was signed into law July 21, 2010, added Section 14A to
the Securities Exchange Act of 1934, as amended, and requires that we provide our stockholders with an opportunity
to cast an advisory vote on the compensation of our named executive officers as disclosed in this proxy statement
pursuant to the compensation disclosure rules of the SEC. This proposal, commonly known as a “Say-on-Pay” vote,
gives stockholders the opportunity to approve, reject or abstain from voting with respect to our fiscal 2022 executive
compensation programs and policies and the compensation paid to our named executive officers.

As discussed in this proxy statement under the heading “Compensation Discussion and Analysis,” our executive
compensation program is designed to serve us and our stockholders by aligning executive compensation with
stockholder interests and by encouraging and rewarding management initiatives that will benefit us and our
stockholders, customers, and employees over the long-term.

At last year’s annual meeting, approximately 88% of the votes cast on the advisory vote on executive compensation
were in favor of our named executive officer compensation for 2021. We are asking our stockholders to again indicate
their support for our named executive officer compensation as described in this proxy statement. This is not intended
to address any specific item of compensation, but rather the overall compensation of our named executive officers and
the philosophy, policies and practices described in this proxy statement. Accordingly, we are asking our stockholders
to approve, on an advisory basis, the following resolution:

“RESOLVED, that the stockholders of Tandy Leather Factory, Inc. approve, on an advisory basis, the compensation
paid to the named executive officers of Tandy Leather Factory, Inc., as disclosed in the 2023 proxy statement
pursuant to the compensation disclosure rules of the SEC, including the Compensation Discussion and Analysis, the
compensation tables, and the related narrative disclosures.”

Approval of this proposal requires the affirmative vote of the holders of a majority of the shares entitled to vote on,
and who vote for and against, this proposal. Although your vote on this matter is advisory in nature and therefore
will not be binding upon Tandy Leather Factory, Inc., the Compensation Committee or the Board of Directors, your
advisory vote will serve as an additional tool to guide the Board of Directors and the Compensation Committee
in continuing to improve the alignment of our executive compensation programs with the interests of us and our
stockholders. The vote on this resolution is not intended to address any specific element of compensation but rather
relates to overall compensation of our named executive officers, as described in this proxy statement in accordance
with the compensation disclosure rules of the SEC.
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RELATIONSHIPS AND TRANSACTIONS WITH RELATED PERSONS

For our last two fiscal years, there have been no transactions, and there is no currently proposed transaction, in which
we were or are to be a participant and the amount involved exceeds the lesser of $120,000 or one percent (1%) of the
average of our total assets at year-end for our last two most recently completed fiscal years, and in which any related
person, as defined under Item 404(a) of Regulation S-K, had or will have a direct or indirect material interest. Such
related persons include our directors, executive officers, nominees for director, any beneficial owner of more than
five percent (5%) of our common stock, and their immediate family members.

Our Code of Business Conduct, which applies to all employees, including our executive officers and our directors,
provides that our employees and officers and members of our Board of Directors are expected to use sound judgment
to help us maintain appropriate compliance procedures and to carry out our business with honesty and in compliance
with law and high ethical standards. In addition, our directors and officers are expected to report any potential related
party transactions to the Board of Directors. Our Nominating and Governance Committee, on behalf of the Board
of Directors, reviews the material facts of all reported matters, by taking into account, among other factors it deems
appropriate, whether a transaction is on terms no less favorable than terms generally available to an unaffiliated third-
party under the same or similar circumstances and the extent of the related person’s interest in the transaction to
determine whether an actual conflict of interest exists. No director may participate in any discussion or approval of
a matter for which he or she is a related party. An annual review and assessment of any ongoing relationship with a
related party is performed by the Audit Committee and reported to the Board of Directors.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Sections 16(a) of the Securities Exchange Act of 1934, as amended, requires our directors, executive officers and
holders of more than 10% of our common stock to file reports regarding their ownership and changes in ownership of
our securities with the SEC. Based solely on a review of the copies of such reports and amendments thereto furnished
to us with respect to fiscal 2022, we believe that, during 2022, our directors, executive officers and 10% stockholders
complied with all Section 16(a) filing requirements, except that as a result of clerical errors by the Company, Forms
4 reporting grants of restricted stock made to its outside directors in June 2022, and the vesting of restricted stock for
one outside director in May 2022 were not properly filed.

CODE OF ETHICS

The Company’s Board of Directors has adopted the Tandy Leather Factory, Inc. Code of Business Conduct and Ethics,
which applies to the Company’s Chief Executive Officer, Chief Financial Officer, Controller and all other employees
and Directors of the Company. This Code can be found at the Company’s website, www.tandyleather.com, under the
Investor Relations/Corporate Governance/Highlights tabs.
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EQUITY COMPENSATION PLANS

The following table sets forth information regarding our equity compensation plans (including individual
compensation arrangements) that authorize the issuance of shares of our common stock. The information is
aggregated in two categories: plans previously approved by our stockholders and plans not approved by our
stockholders. The table includes information for officers, directors, employees and non-employees. All information
is as of December 31, 2022.

Plan Category

Column (A)
Number of Securities

to be issued upon
exercise of

outstanding options,
warrants and rights

Column (B)
Weighted-

average
exercise price of

outstanding
options, warrants

and rights

Column (C)
Number of securities

remaining available for future
issuance under equity
compensation plans

(excluding securities reflected
in Column (A)

Equity compensation plans approved by
stockholders 110,243 $— 468,940

Equity compensation plans not approved by
stockholders 276,000 — —

TOTAL 386,243 $— 468,940
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OTHER MATTERS

Solicitation of Proxies

We will pay for the cost of soliciting proxies. Our directors, officers and employees may solicit proxies. They will not
be paid for soliciting the proxies but may be reimbursed for out-of-pocket expenses related to the proxy solicitation.
Proxies may be solicited in person, by mail, by telephone, by telegram or other means of communication. We will
make arrangements with custodians, nominees and fiduciaries in order to forward proxy solicitation materials to
beneficial owners of common stock.

Stockholder Proposals for 2024

If you wish to present a proposal for consideration at an annual meeting, you must send written notice of the proposal
to our Secretary not less than 90 and not more than 120 days before the anniversary date of the Company’s most recent
annual meeting, provided, however, that if the annual meeting is called for a date that is more than 30 days earlier or
more than 60 days later than such anniversary date, notice by the stockholder to be timely must be so received not
earlier than the opening of business on the 120th day before the meeting and not later than the later of (x) the close of
business on the 90th day before the meeting or (y) the close of business on the 10th day following the day on which
the public announcement of the date of the annual meeting is first made by the Company. We have not received notice
of any stockholder proposals to be presented at this year’s Annual Meeting.

If you would like your proposal to be included in next year’s proxy statement, you must submit the proposal to our
Secretary by no later than December 29, 2023, or, if we hold our next annual meeting on a date that is more than
30 days from the anniversary of our 2022 Annual Meeting, a reasonable time before we begin to print and send our
proxy materials. We will include your proposal in our next annual proxy statement if it is a proposal that we would
be required to include pursuant to the rules of the SEC. You may write to our Secretary at 1900 Southeast Loop 820,
Fort Worth, Texas 76140-1003 to present a proposal for consideration.

See “Nominating and Governance Committee” under “Committees of the Board of Directors” for the process for
stockholders to follow to suggest a director candidate to the Nominating and Governance Committee for nomination
by the Board of Directors or to nominate persons for election to our Board of Directors at an applicable meeting of
our stockholders.

If a stockholder raises a matter at the Annual Meeting that requires a stockholder vote, the person to whom you have
given your proxy will use his or her discretion to vote on the matter on your behalf. According to our by-laws, any
proposal other than the election of directors properly raised at the Annual Meeting by a stockholder will require the
affirmative vote of a majority of the shares deemed present at the Annual Meeting, whether in person or by proxy,
unless a different approval threshold is required by applicable law.

Stockholder Communications with Board of Directors

Stockholders who wish to communicate with the Chairman or with the directors as a group may do so by writing to
our Secretary at Tandy Leather Factory, Inc., 1900 Southeast Loop 820, Fort Worth, Texas 76140-1003. Our Secretary
will forward your communication to the directors or Chairman of the Board as requested by the stockholder. All
appropriate communications addressed to directors will be reviewed by our Secretary. Because other appropriate
avenues of communication exist for matters that are not of stockholder interest, such as general business complaints
or employee grievances, communications that do not relate to matters of stockholder interest will not be forwarded to
the Board of Directors. Our Secretary has the option, but not the obligation, to forward these other communications
to appropriate channels within Tandy Leather Factory, Inc.

Management knows of no other business to be brought before the 2023 Annual Meeting of Stockholders. However,
if any other matters shall properly come before such meeting, it is the intention of the persons named in the enclosed
Proxy to vote such Proxy in accordance with their best judgment on such matters.
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IT IS IMPORTANT THAT PROXIES BE RETURNED PROMPTLY. THEREFORE, WHETHER OR NOT YOU
EXPECT TO ATTEND THE MEETING IN PERSON, YOU ARE URGED TO FILL IN, SIGN AND RETURN
THE PROXY IN THE ENCLOSED ENVELOPE, OR TO VOTE ELECTRONICALLY AS DESCRIBED IN THIS
PROXY STATEMENT.

TANDY LEATHER FACTORY, INC.

Chairman of the Board

Fort Worth, Texas

April 27, 2023
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Appendix A

Tandy Leather Factory, Inc.
2023 Incentive Stock Plan

Section 1. Purpose of the Plan

The purpose of the Tandy Leather Factory, Inc. 2023 Incentive Stock Plan (the “Plan”) is to attract, retain and motivate
Eligible Persons and to align their interests and efforts to the long-term interests of the Company’s shareholders. The
Plan is effective as of the date on which it is approved by shareholders entitled to vote at the 2023 annual meeting
of shareholders of the Company (the “Effective Date”), and replaces the Tandy Leather Factory, Inc. 2013 Restricted
Stock Plan, as amended through the date hereof (the “2013 Plan”), as of such date (provided that the 2013 Plan shall
remain in effect solely with respect to awards outstanding under the 2013 Plan as of the Effective Date).

Section 2. Definitions

As used in the Plan,

“2013 Plan Awards” means awards outstanding under the 2013 Plan as of the Effective Date.

“Authorized Officer” means the Vice President of Human Resources or any other officer of the Company as may be
designated by the Committee.

“Award” means an award or grant made to a Participant under Sections 6, 7, 8, 9, 10, and/or 11 of the Plan.

“Board” means the Board of Directors of the Company.

“Corporate Transaction” has the meaning set forth in Section 14.3.

“Corporate Transaction Price” has the meaning set forth in Section 14.3.

“Code” means the Internal Revenue Code of 1986, as amended from time to time.

“Committee” has the meaning set forth in Section 3.2.

“Company” means Tandy Leather Factory, Inc.

“Disability” means such term as defined by the Committee or an Authorized Officer for purposes of the Plan or an
Award or as defined in the applicable Notice of Terms.

“Eligible Persons” has the meaning set forth in Section 5.

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time.

“Fair Market Value” means the closing price (or the average of the high and low per Share trading prices, or the
average of the opening and closing prices, if so determined by the Committee) for a Share on the Stock Market during
regular session trading as reported by The Wall Street Journal or such other source the Committee deems reliable for
a single trading day. The Committee may vary its determination of the Fair Market Value as provided in this Section 2
depending on whether Fair Market Value is in reference to the grant, exercise, vesting, settlement or payout of an
Award and, for Awards subject to Section 409A, as provided in Section 409A.

“Grant Date” means the date on which the Committee completes the corporate action authorizing the grant of
an Award or such later date specified by the Committee, provided that conditions to the exercisability or vesting
of Awards shall not defer the Grant Date. With respect to any Award of Restricted Stock, Restricted Stock Units,
Performance Restricted Stock, Performance Restricted Stock Units, Options, or Stock Appreciation Rights, or any
other stock-based Award, if the foregoing date is not a date on which the Stock Market is open for trading, the “Grant
Date” for such an Award shall be the next following date on which the Stock Market is open for trading.
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“Incentive Stock Option” means an Option granted with the intention that it qualify as an “incentive stock option”
as that term is defined in Section 422 of the Code or any successor provision.

“Layoff” means such term as defined by the Committee or an Authorized Officer for purposes of the Plan or an Award
or as defined in the applicable Notice of Terms.

“Nonqualified Stock Option” means an Option other than an Incentive Stock Option.

“Notice of Terms” has the meaning set forth in Section 6.2.

“Option” means a right to purchase a specified number of Shares granted under Section 7.

“Other Obligations” has the meaning set forth in Section 12.

“Participant” means any Eligible Person as set forth in Section 5 to whom an Award is granted.

“Performance Goals” means specified performance targets or goals for a particular performance period, which
may be based on individual performance, performance of the Company (as a whole or with respect to one or more
business units, divisions, acquired businesses, minority investments, partnerships, or joint ventures), and/or other
performance criteria established by the Committee pursuant to Section 10, including, but not limited to: sales, profits
(including, but not limited to, profit growth, net operating profit or economic profit); profit-related return ratios;
return measures (including, but not limited to, return on assets, capital, equity, or sales); cash flow (including, but
not limited to, operating cash flow, adjusted operating cash flow, free cash flow or cash flow return on capital);
earnings (including, but not limited to, net earnings, EBITDA, earnings per share, or earnings before or after taxes);
net sales growth; net income (before or after taxes, interest, depreciation and/or amortization); gross or operating
margins; productivity ratios; share price (including, but not limited to, growth measures and total shareholder return);
expense targets; margins; operating efficiency; customer satisfaction; and working capital targets. Performance Goals
and underlying performance criteria may be stated in absolute or relative terms, and may be established or adjusted to
include or exclude any components of any performance measure, including, without limitation, special charges such
as restructuring or impairment charges, debt refinancing costs, extraordinary or noncash items, unusual, nonrecurring,
infrequently occurring or one-time events affecting the Company or its financial statements, the effects of acquisitions
or divestitures or other items deemed not reflective of the Company’s core performance, or changes in law or
accounting principles.

“Performance Restricted Stock” or “Performance Restricted Stock Unit” has the meaning set forth in Section 10.

“Related Company” means any corporation in which the Company owns, directly or indirectly, at least 50% of
the total combined voting power of all classes of stock, or any other trade, business, or entity (including, but not
limited to, partnerships and joint ventures) in which the Company owns, directly or indirectly, at least 50% of the
combined equity thereof. Notwithstanding the foregoing, for purposes of determining whether any individual may
be a Participant for purposes of any grant of Incentive Stock Options, the term “Related Company” shall have the
meaning ascribed to the term “subsidiary” in Section 424(f) of the Code, and for purposes of determining whether any
individual may be a Participant for purposes of any grant of Options or Stock Appreciation Rights, the term “Related
Company” shall mean any “Service Recipient” as that term is defined for purposes of Section 409A.

“Restricted Stock” means an Award of Shares granted under Section 9, the rights of ownership of which may be
subject to restrictions prescribed by the Committee.

“Restricted Stock Unit” means an Award of a right to receive a Share, the cash value of a Share, or a combination
thereof, granted under Section 9.

“Retirement” means such term as defined by the Committee or an Authorized Officer for purposes of the Plan or an
Award or as defined in the applicable Notice of Terms.

“Section 16 Participants” means nonemployee directors and officers of the Company who are subject to Section 16
of the Exchange Act.

“Section 409A” means Section 409A of the Code, or any successor provision, including any proposed and final
regulations and other guidance issued thereunder by the Department of the Treasury and/or the Internal Revenue
Service.

“Securities Act” means the Securities Act of 1933, as amended from time to time.
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“Shares” means shares of the common stock, par value $0.0024 per share, of the Company.

“Stock Appreciation Right” or “SAR” has the meaning set forth in Section 8.1.

“Stock Market” means the Nasdaq Capital Market, or such other stock market or exchange on which the Company’s
common stock primarily trades as of an applicable date.

“Substitute Awards” means Awards granted or Shares issued by the Company in assumption of, or in substitution or
exchange for, awards previously granted by a company acquired by the Company or any Related Company or with
which the Company or any Related Company combines.

“Tax Withholding Obligations” has the meaning set forth in Section 12.

“Termination of Service,” unless otherwise defined by the Committee, an Authorized Officer or in the applicable
Notice of Terms, means a termination of employment or service relationship with the Company or a Related Company
for any reason, whether voluntary or involuntary, including by reason of death, Disability, Retirement or Layoff. Any
question as to whether and when there has been a Termination of Service for the purposes of an Award and the cause
of such Termination of Service shall be determined by an Authorized Officer or by the Committee with respect to
Section 16 Participants, and any such determination shall be final. Transfer of a Participant’s employment or service
relationship between Related Companies, or between the Company and any Related Company, shall not be considered
a Termination of Service for purposes of an Award. Unless the Committee determines otherwise, a Termination of
Service shall be deemed to occur if the Participant’s employment or service relationship is with an entity that has
ceased to be a Related Company.

Section 3. Administration

3.1 Administration of the Plan. The Plan shall be administered by the Compensation Committee of the Board;
provided, however, that with respect to nonemployee directors, the Plan shall be administered by the full Board
unless otherwise determined by the Board. Each administering committee shall be comprised of at least two directors,
each of whom shall qualify as an “independent director” as defined under the Stock Market listing standards and
a “nonemployee director” as defined in Rule 16b-3 promulgated under the Exchange Act. However, the fact that a
Committee member shall fail to qualify under the foregoing requirements shall not invalidate any Award made by the
Committee which is otherwise validly made under the Plan.

3.2 Delegation by Committee. Notwithstanding the foregoing, except to the extent prohibited by applicable law or
the applicable rules and regulations of any securities exchange on which the Shares are listed or traded, the Board or
the Committee may delegate responsibility for administering the Plan with respect to designated classes of Eligible
Persons to different committees consisting of one or more members of the Board, subject to such limitations as the
Board or the Committee deems appropriate, except with respect to benefits to Section 16 Participants. Members of
any committee shall serve for such term as the Board may determine, subject to removal by the Board at any time. To
the extent consistent with applicable law, the Board or the Committee may delegate to a person or body the authority
to grant Awards to Eligible Persons other than Section 16 Participants, within limits specifically prescribed by the
Board or the Committee; provided, however, that no such person or body shall have or obtain authority to grant
Awards to themselves or to any Section 16 Participant. All references in the Plan to the “Committee” shall be, as
applicable, to the Compensation Committee or any other committee, party, person, or body to whom the Board or the
Committee has delegated authority to administer the Plan.

3.3 Administration and Interpretation by Committee. Except for the terms and conditions explicitly set forth
in the Plan, the Committee shall have full power and exclusive authority, subject to such orders or resolutions not
inconsistent with the provisions of the Plan as may be adopted by the Board from time to time, to (a) select the Eligible
Persons as set forth in Section 5 to whom Awards may from time to time be granted under the Plan; (b) determine the
type or types of Awards to be granted under the Plan; (c) determine the number of Shares to be covered by each Award
granted under the Plan; (d) determine the terms and conditions of any Award granted under the Plan; (e) approve the
forms of Notices of Terms and any other instruments or agreements for use under the Plan; (f) determine whether,
to what extent and under what circumstances Awards may be settled in cash, Shares or other property or canceled or
suspended; (g) determine whether, to what extent and under what circumstances cash, Shares, other property and other
amounts payable with respect to an Award shall be deferred either automatically or at the election of the Participant,
subject to Section 409A and in accordance with Section 6.3; (h) interpret and administer the Plan, any Award, any
Notice of Terms, and any other instrument or agreement entered into under the Plan; (i) establish such rules and
regulations and appoint such agents as it shall deem appropriate for the proper
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administration of the Plan; (j) delegate ministerial duties to such of the Company’s officers as it so determines;
(k) waive any terms, conditions or restrictions applicable to any outstanding Award and accelerate vesting of any
outstanding Award under such circumstances and subject to such terms and conditions as the Committee shall deem
appropriate; (l) correct any defect, supply any omission, or reconcile any inconsistency in the Plan, any Award, any
Notice of Terms, or any instrument or agreement relating to an Award, in the manner and to the extent it shall deem
desirable to carry the Plan into effect; and (m) make any other determination and take any other action that the
Committee deems necessary or desirable for administration of the Plan. Decisions of the Committee shall be final,
conclusive and binding on all persons, including the Company, any Participant, any shareholder and any Eligible
Person. Unless otherwise expressly provided in the Plan, all designations, determinations, interpretations, and other
decisions under or with respect to the Plan, any Award or any Notice of Terms shall be within the sole and complete
discretion of the Committee.

Section 4. Shares Subject to the Plan

4.1 Authorized Number of Shares.

(a) The aggregate number of Shares authorized for issuance under the Plan, subject to adjustment as provided
in Section 4.2 and Section 14, shall be comprised of:

(i) 800,000 new Shares authorized for issuance under the Plan, plus

(ii) the number of undelivered Shares that were the subject of 2013 Plan Awards outstanding as of the
Effective Date which, after the Effective Date, expire or lapse or are forfeited, surrendered, canceled,
terminated, settled in cash in lieu of Shares or are issued and thereafter reacquired by the Company; plus

(iii) the number of Shares tendered by participants in the 2013 Plan to, or retained by, the Company to
satisfy any Tax Withholding Obligations with respect to awards of restricted stock, restricted stock units,
performance restricted stock, performance restricted stock units, or performance shares previously granted
under the 2013 Plan.

(b) Shares which may be issued under the Plan may be either authorized and unissued Shares or issued Shares
which have been reacquired by the Company (in the open-market or in private transactions) and which are being
held as treasury shares. The Committee shall determine the manner in which fractional Share value shall be
treated.

(c) In the event of a change in the Shares of the Company that is limited to a change in the designation thereof
to “Capital Stock” or other similar designation, or to a change in the par value thereof, or from par value to no par
value, without increase or decrease in the number of issued Shares, the Shares resulting from any such change
shall be deemed to be Shares for purposes of the Plan.

4.2 Share Usage.

(a) Shares covered by an Award or any portion of an Award shall not be counted as used unless and until they
are actually issued and delivered to a Participant. Any Shares that are subject to Awards that expire or lapse
or are forfeited, surrendered, canceled, terminated, settled in cash in lieu of Shares or are issued and thereafter
reacquired by the Company shall again be available for Awards under the Plan, to the extent of such expiration,
lapse, forfeiture, surrender, cancelation, termination, settlement or reacquisition of such Awards (as may be
adjusted pursuant to Section 14); provided, however, that this provision shall not be applicable with respect to the
cancelation of (i) a Stock Appreciation Right granted in tandem with an Option upon the exercise of the Option
or (ii) an Option granted in tandem with a Stock Appreciation Right upon the exercise of the Stock Appreciation
Right. In addition, Shares issued pursuant to Substitute Awards shall not be counted as used under the Plan.

(b) Shares tendered by a Participant or retained by the Company (i) as full or partial payment to the Company
for the purchase price of an Award or (ii) to satisfy any Tax Withholding Obligations with respect to an Award
of Options or Stock Appreciation Rights, shall be counted as used and will not be available for issuance
under the Plan. Shares tendered by a Participant or retained by the Company to satisfy any Tax Withholding
Obligations with respect to an Award of Restricted Stock, Restricted Stock Units, Performance Restricted
Stock, or Performance Restricted Stock Units, or any other stock-based Award other than an Option or Stock
Appreciation Right, shall not be counted as used and will be available for issuance under the Plan.

(c) The Committee shall have the authority to grant Awards as an alternative to or as the form of payment for
grants or rights earned or due under other compensation plans or arrangements of the Company.
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(d) The number of Shares available for issuance under the Plan shall be reduced to reflect any dividends or
dividend equivalents that are reinvested into additional Shares or credited as additional Shares subject to or paid
with respect to an Award.

4.3 Award Limits. The limits in this Section 4.3 are subject to adjustment under Section 14 and are subject to the
maximum authorized Shares for issuance under the Plan as set forth in Section 4.1.

(a) The aggregate number of Shares that may be subject to Options or Stock Appreciation Rights granted to
any Participant in any calendar year under the Plan shall not exceed 400,000 Shares.

(b) The aggregate number of shares that may be subject to Awards of Restricted Stock, Restricted Stock Units,
Performance Restricted Stock, Performance Restricted Stock Units, or any other stock-based Award (other than
an Option or SAR) granted to any Participant in any calendar year under the Plan shall not exceed 400,000
shares.

(c) Except with respect to a maximum of 20% of the Shares reserved for issuance under the Plan, Awards
of Options, Stock Appreciation Rights, Restricted Stock, Restricted Stock Units, Performance Restricted Stock,
Performance Restricted Stock Units, and any other stock-based Awards shall provide for a minimum vesting
period of at least one year from the grant date of the Award; provided that (i) the Committee may permit, or a
Notice of Terms may provide for, acceleration of vesting of such Awards in the event of a Termination of Service
due to death, Disability, Retirement, Layoff or other circumstances deemed appropriate; and (ii) the foregoing
limit shall not apply to Substitute Awards or Shares delivered in lieu of fully vested cash obligations.

(d) The aggregate number of Shares that may be subject to Incentive Stock Options granted under the Plan
shall not exceed 400,000 Shares.

(e) The aggregate grant date fair value of all Awards granted to any nonemployee director plus the value of
any other fees or payments, including cash retainer fees, to any nonemployee director in a single calendar year,
in each case, solely with respect to the individual’s service as a nonemployee director, year shall not exceed
$50,000 (or, for a nonexecutive chair of the Board, $100,000).

Section 5. Eligibility

An Award may be granted to any employee, officer or director of the Company or a Related Company whom
the Committee from time to time selects, or any consultant, agent, advisor or independent contractor who is a
natural person and who provides bona fide services to the Company or any Related Company (collectively, “Eligible
Persons”).

Section 6. Awards

6.1 Form and Grant of Awards. The Committee shall have the authority, in its sole discretion, to determine the
type or types of Awards to be granted under the Plan. Such Awards may be granted either alone, in addition to or in
tandem with any other type of Award.

6.2 Notice of Terms. Awards granted under the Plan to Eligible Persons other than nonemployee directors of
the Company shall be evidenced by a written instrument that shall contain such terms, conditions, limitations and
restrictions as the Committee shall, in its discretion, deem advisable (a “Notice of Terms”).

6.3 Deferrals. The Committee may permit a Participant to defer receipt of the payment of any Award. If any such
deferral election is permitted, the Committee, in its sole discretion, shall establish rules and procedures for such
payment deferrals, which may include the grant of additional Awards or provisions for the payment or crediting
of interest or dividend equivalents, including converting such credits to deferred stock unit equivalents. The value
of the payment so deferred may be allocated to a deferred account established for a Participant under any deferred
compensation plan of the Company designated by the Committee. Notwithstanding the foregoing, any deferral
made under this Section 6.3 will be made under a deferred compensation plan of the Company or pursuant to the
terms of an employment agreement, either of which satisfies the requirements for exemption from or complies with
Section 409A.

6.4 Dividends and Distributions. Participants holding Awards may, if the Committee so determines, be credited
with dividends paid with respect to the underlying Shares or dividend equivalents while the Awards are so held
in a manner determined by the Committee in its sole discretion. The Committee may apply any restrictions to the
dividends or dividend equivalents that the Committee deems appropriate. The Committee, in its sole discretion, may
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determine the form of payment of dividends or dividend equivalents, including cash, Shares, Restricted Stock
or Restricted Stock Units. Notwithstanding the foregoing, (a) in no event will dividends or dividend equivalents
be credited or payable in respect of Options or SARs, (b) dividends or dividend equivalents credited/payable in
connection with an Award that is not yet vested shall be subject to the same restrictions and risk of forfeiture as
the underlying Award, and shall not be paid until the underlying Award vests and is paid, and (c) the crediting of
dividends or dividend equivalents must comply with or qualify for an exemption under Section 409A.

Section 7. Options

7.1 Grant of Options. The Committee may grant Options designated as Incentive Stock Options or Nonqualified
Stock Options.

7.2 Option Exercise Price. The exercise price for Shares purchased under an Option shall be as determined by the
Committee but shall not be less than 100% of the Fair Market Value of a Share on the Grant Date, except in the case
of Substitute Awards.

7.3 Term of Options. Subject to earlier termination in accordance with the terms of the Plan and the applicable
Notice of Terms, the maximum term of an Option shall be ten years from the Grant Date.

7.4 Exercise of Options.

(a) The Committee shall establish and set forth in each applicable Notice of Terms the time at which, or the
installments in which, the Option shall vest and become exercisable, any of which provisions may be waived or
modified by the Committee at any time.

(b) To the extent an Option has vested and become exercisable, the Option may be exercised in whole or from time
to time in part by delivery as directed by the Company to the Company or a brokerage firm designated or approved
by the Company of a written stock option exercise agreement or notice, in a form and in accordance with procedures
established by the Committee, setting forth the number of Shares with respect to which the Option is being exercised,
the restrictions imposed on the Shares purchased under such exercise agreement, if any, and such representations and
agreements as may be required by the Committee, accompanied by payment in full as described in Section 7.5. An
Option may be exercised only for whole Shares and may not be exercised for less than a reasonable number of Shares
at any one time, as determined by the Committee. Notwithstanding the foregoing, except as otherwise expressly
provided in an applicable Notice of Terms, if on the last day of the term of an Option that is outstanding on such
date (i) the closing price of one Share exceeds the per Share exercise price, (ii) the Participant has not exercised the
Option, and (iii) the Option has not been terminated due to the Participant’s termination for cause (as determined by
the Committee or an Authorized Officer), the Participant will be deemed to have exercised the Option on such day
with payment made by withholding the Shares otherwise issuable in connection with the exercise of the Option, and
the Company shall deliver to the Participant the number of Shares for which the Option was deemed exercised, less
the number of Shares required to be withheld to satisfy the total purchase price and Tax Withholding Obligations.

(c) No grant of an Option shall include a “reload” feature or any provision entitling the Participant to the automatic
grant of an additional Option in connection with any exercise of the original Option.

7.5 Payment of Exercise Price. Except as otherwise provided upon a deemed Option exercise as described in
section 7.4(b), the exercise price for Shares purchased under an Option shall be paid in full as directed by the
Company to the Company or a brokerage firm designated or approved by the Company by delivery of consideration
equal to the product of the Option exercise price and the number of Shares purchased. Such consideration must
be paid before the Company will issue the Shares being purchased and must be in a form or a combination of
forms acceptable to the Committee for that purchase and subject to any conditions or limitations established by the
Committee, which forms may include: (a) wire transfer; (b) tendering by attestation Shares already owned by the
Participant that on the day prior to the exercise date have a Fair Market Value equal to the aggregate exercise price
of the Shares being purchased under the Option; (c) to the extent permitted by applicable law, delivery of a properly
executed exercise notice, together with irrevocable instructions to a brokerage firm designated or approved by the
Company to deliver promptly to the Company the aggregate amount of sale or loan proceeds to pay the Option
exercise price and any Tax Withholding Obligations that may arise in connection with the exercise, all in accordance
with the regulations of the Federal Reserve Board; (d) a “net exercise” arrangement in which the Company withholds
a number of Shares otherwise issuable upon exercise of an Option having a Fair Market Value equal to the Option
exercise price of the Shares being purchased under the Option; or (e) such other consideration as the Committee may
permit in its sole discretion.
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7.6 Post-Termination Exercise. The Committee shall establish and set forth in each applicable Notice of Terms
whether the Option shall continue to be exercisable, and the terms and conditions of such exercise, after a Termination
of Service, any of which provisions may be waived or modified by the Committee at any time, provided that any such
waiver or modification shall satisfy the requirements for exemption under Section 409A.

7.7 Incentive Stock Options. The terms of any Incentive Stock Options shall comply in all respects with the
provisions of Section 422 of the Code, or any successor provision, and any regulations promulgated thereunder.
Individuals who are not employees of the Company or one of its parent or subsidiary corporations (as such terms
are defined for purposes of Section 422 of the Code) may not be granted Incentive Stock Options. To the extent that
the aggregate Fair Market Value of Shares with respect to which Incentive Stock Options are exercisable for the first
time by a Participant during any calendar year exceeds $100,000 or, if different, the maximum limitation in effect at
the time of grant under the Code (the Fair Market Value being determined as of the Grant Date for the Option), such
portion in excess of $100,000 shall be treated as Nonqualified Stock Options. No Incentive Stock Options may be
granted more than ten years after the adoption in April 2023 of this Plan by the Board.

Section 8. Stock Appreciation Rights

8.1 Grant of Stock Appreciation Rights; SAR Grant Price. The Committee may grant stock appreciation
rights (“Stock Appreciation Rights” or “SARs”). A SAR may be granted in tandem with an Option or alone
(“freestanding”). The grant price of a tandem SAR shall be equal to the exercise price of the related Option, and
the grant price of a freestanding SAR shall be equal to the Fair Market Value of a Share on the Grant Date, except
for Substitute Awards. A SAR may be exercised upon such terms and conditions and for the term as the Committee
determines in its sole discretion; provided, however, that, subject to earlier termination in accordance with the terms
of the Plan and the applicable Notice of Terms, the term of a freestanding SAR shall be a term not to exceed ten
years from the Grant Date as established for that SAR by the Committee or, if not so established, shall be ten years,
and in the case of a tandem SAR, (a) the term shall not exceed the term of the related Option and (b) the tandem
SAR may be exercised for all or part of the Shares subject to the related Option upon the surrender of the right to
exercise the equivalent portion of the related Option, except that the tandem SAR may be exercised only with respect
to the Shares for which its related Option is then exercisable. Notwithstanding the foregoing, except as otherwise
expressly provided in the applicable Notice of Terms, if on the last day of the term of a Stock Appreciation Right that
is outstanding on such date (i) the closing price of one Share exceeds the per Share grant price, (ii) the Participant
has not exercised the Stock Appreciation Right, and (iii) the Stock Appreciation Right has not been terminated due
to the Participant’s termination for cause (as determined by the Committee or an Authorized Officer), the Participant
will be deemed to have exercised the Stock Appreciation Right on such day, and the Company shall deliver to the
Participant the number of Shares for which the Stock Appreciation Right was deemed exercised, less the number of
Shares required to be withheld to satisfy the Tax Withholding Obligations.

8.2 Payment of SAR Amount. Upon the exercise of a SAR, a Participant shall be entitled to receive payment from
the Company in an amount determined by multiplying (a) the difference between the Fair Market Value of a Share on
the date of exercise over the grant price by (b) the number of Shares with respect to which the SAR is exercised. At
the discretion of the Committee, the payment upon exercise of a SAR may be in cash, in Shares of equivalent value,
in some combination thereof or in any other manner approved by the Committee in its sole discretion. No grant of a
SAR shall include a “reload” feature or any provision entitling the Participant to the automatic grant of an additional
SAR in connection with any exercise of the original SAR.

8.3 Post-Termination Exercise. The Committee shall establish and set forth in each applicable Notice of Terms
whether the SAR shall continue to be exercisable, and the terms and conditions of such exercise, after a Termination
of Service, any of which provisions may be waived or modified by the Committee at any time, provided that any such
waiver or modification shall satisfy the requirements for exemption under Section 409A.

Section 9. Restricted Stock and Restricted Stock Units

9.1 Grant of Restricted Stock and Restricted Stock Units. The Committee may grant Restricted Stock and
Restricted Stock Units on such terms and conditions and subject to such forfeiture restrictions, if any (which may be
based on continuous service with the Company or a Related Company or the achievement of any Performance Goals),
as the Committee shall determine in its sole discretion, which terms, conditions and restrictions shall be set forth in
the applicable Notice of Terms.

9.2 Issuance of Shares. Upon the satisfaction of any terms, conditions and restrictions prescribed with respect to
Restricted Stock or Restricted Stock Units, or upon a Participant’s release from any terms, conditions and restrictions
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of Restricted Stock or Restricted Stock Units, as determined by the Committee, (a) the Shares of Restricted Stock
covered by each Award of Restricted Stock shall become freely transferable by the Participant, and (b) Restricted
Stock Units shall be paid in cash, Shares or a combination of cash and Shares as the Committee shall determine in its
sole discretion.

Section 10. Performance Restricted Stock and Performance Restricted Stock Units

The Committee may grant Awards of performance restricted stock and performance restricted stock units
(“Performance Restricted Stock” or “Performance Restricted Stock Units”, as the case may be) and designate the
Participants to whom Performance Restricted Stock or Performance Restricted Stock Units are to be awarded and
determine the quantity of Performance Restricted Stock or Performance Restricted Stock Units, the length of the
applicable performance period and the other terms and conditions of each such Award. Each Award of Performance
Restricted Stock or Performance Restricted Stock Units shall entitle the Participant to a payment in the form of
Shares upon the achievement of Performance Goals and other terms and conditions specified by the Committee.
Notwithstanding the achievement of any Performance Goals, the number of Shares issued under an Award of
Performance Restricted Stock or Performance Restricted Stock Units may be adjusted on the basis of such further
consideration as the Committee shall determine in its sole discretion. The Committee, in its sole discretion, may make
a cash payment equal to the Fair Market Value of the Shares otherwise required to be issued to a Participant pursuant
to an Award of Performance Restricted Stock or Performance Restricted Stock Units.

Section 11. Other Stock or Cash-Based Awards

In addition to the Awards described in Sections 7 through 10, and subject to the terms of the Plan, the Committee
may grant other Awards payable in cash or in Shares under the Plan as it determines to be in the best interests of the
Company and subject to such other terms and conditions as it deems appropriate.

Section 12. Withholding

The Company or a Related Company, as appropriate, may require a Participant entitled to receive payment with
respect to an Award to remit to the Company prior to such payment (a) any taxes that the Company is required by
applicable federal, state, local or foreign law to withhold with respect to the grant, vesting or exercise of an Award, as
applicable (“Tax Withholding Obligations”) and (b) any amounts due from the Participant to the Company or to any
Related Company (“Other Obligations”). The Company shall not be required to issue any Shares or otherwise settle
an Award under the Plan until such Tax Withholding Obligations and Other Obligations are satisfied.

The Committee may permit or require a Participant to satisfy all or part of his or her Tax Withholding Obligations and
Other Obligations by (a) paying cash to the Company, (b) having the Company withhold an amount from any cash
amounts otherwise due or to become due from the Company to the Participant, (c) having the Company withhold a
number of Shares that would otherwise be issued to the Participant (or become vested in the case of Restricted Stock
or Performance Restricted Stock) having a Fair Market Value equal to the Tax Withholding Obligations and Other
Obligations, or (d) surrendering a number of Shares the Participant already owns having a value equal to the Tax
Withholding Obligations and Other Obligations. The value of the Shares so withheld or tendered to satisfy any Tax
Withholding Obligations may exceed the Participant’s minimum required tax withholding rate or such other rate as
may be approved by the Committee (up to the maximum tax withholding rate), so long as such withholding does not
result in adverse treatment for financial accounting purposes.

Section 13. Assignability

No Award or Notice of Terms, and no rights or interests herein or therein, shall or may be assigned, transferred, sold,
exchanged, encumbered, pledged, or otherwise hypothecated or disposed of by a Participant or any beneficiary(ies)
of any Participant, except (a) by testamentary disposition by the Participant or the laws of intestate succession and
(b) that to the extent permitted by the Committee, in its sole discretion, a Participant may designate one or more
beneficiaries (through procedures approved or authorized by the Company) who may receive payment under an
Award after the Participant’s death. No such interest shall be subject to execution, attachment or similar legal process,
including, without limitation, seizure for the payment of the Participant’s debts, judgments, alimony, or separate
maintenance. Except as provided in this Section 13, during the lifetime of a Participant, Awards are exercisable only
by the Participant or his or her legal representative in the case of physical or mental incapacitation of the Participant
as evidenced by legal order.
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Section 14. Adjustments

14.1 No Corporate Action Restriction. Notwithstanding any provision of the Plan to the contrary, the existence
of the Plan, any Notice of Terms and/or the Awards granted hereunder shall not limit, affect or restrict in any
way the right or power of the Board or the shareholders of the Company to make or authorize (a) any adjustment,
recapitalization, reorganization or other change in the Company’s or any subsidiary’s capital structure or its business,
(b) any merger, consolidation or change in the ownership of the Company or any subsidiary, (c) any issue of bonds,
debentures, capital, preferred or prior preference stocks ahead of or affecting the Company’s or any subsidiary’s
capital stock or the rights thereof, (d) any dissolution or liquidation of the Company or any subsidiary, (e) any sale
or transfer of all or any part of the Company’s or any subsidiary’s assets or business, or (f) any other corporate act or
proceeding by the Company or any subsidiary. No Participant, beneficiary or any other person shall have any claim
against any member of the Board or the Committee, the Company or any subsidiary, or any employees, officers,
shareholders or agents of the Company or any subsidiary, as a result of any such action.

14.2 Recapitalization Adjustments. Notwithstanding any provision of the Plan to the contrary, in the event of a
dividend or other distribution (whether in the form of cash, Shares, other securities, or other property) other than
regular cash dividends, recapitalization, stock split, reverse stock split, reorganization, merger, consolidation, split-up,
spin-off, combination, change in control or exchange of Shares or other securities of the Company, or other corporate
transaction or event affects the Shares such that an adjustment is necessary or appropriate in order to prevent dilution
or enlargement of benefits or potential benefits intended to be made available under the Plan, the Board shall equitably
adjust (a) the number of Shares or other securities of the Company (or number and kind of other securities or property)
with respect to which Awards may be granted, (b) the maximum Share limitation applicable to each type of Award
that may be granted to any individual Participant in any calendar year, (c) the number of Shares or other securities of
the Company (or number and kind of other securities or property) subject to outstanding Awards, and (d) the exercise
price with respect to any Option or the grant price with respect to any Stock Appreciation Right.

14.3 Corporate Transactions. Notwithstanding any provision of the Plan to the contrary, if the Company enters
into or is involved in any Corporate Transaction, the Board may, prior to such Corporate Transaction and effective
upon such Corporate Transaction, take such action as it deems appropriate, including, but not limited to, replacing
outstanding Awards with Substitute Awards in respect of the shares, other securities or other property of the surviving
corporation or any affiliate of the surviving corporation on such terms and conditions, as to the number of shares,
pricing and otherwise, which shall substantially preserve the value, rights and benefits of any affected Awards granted
hereunder as of the date of the consummation of the Corporate Transaction. Notwithstanding anything to the contrary
in the Plan, if any Corporate Transaction occurs, the Company shall have the right, but not the obligation, to cancel
each Participant’s Options and/or Stock Appreciation Rights and to pay to each affected Participant in connection
with the cancelation of such Participant’s Options and/or Stock Appreciation Rights, an amount equal to the excess (if
any) of the Corporate Transaction Price (as defined below), as determined by the Board, of the Shares underlying any
unexercised Options or Stock Appreciation Rights (whether then exercisable or not) over the aggregate exercise price
of such unexercised Options and/or Stock Appreciation Rights, and make additional adjustments and/or settlements
of other outstanding Awards as it determines to be fair and equitable to affected Participants. Upon receipt by any
affected Participant of any such Substitute Award (or payment) as a result of any such Corporate Transaction, such
Participant’s affected Awards for which such Substitute Awards (or payment) were received shall be thereupon
canceled without the need for obtaining the consent of any such affected Participant.

For purposes of the Plan,

(a) “Corporate Transaction” means the occurrence of any of the following events: (i) any “person” (as such
term is used in Sections 13(d) and 14(d) of the Exchange Act) becomes the “beneficial owner” (as defined in
Rule 13d-3 of the Exchange Act), directly or indirectly, of securities of the Company representing fifty percent
(50%) or more of the total voting power represented by the Company’s then-outstanding voting securities;
(ii) the consummation of the sale or disposition by the Company of all or substantially all of the Company’s
assets; (iii) the consummation of a merger or consolidation of the Company with any other corporation,
other than a merger or consolidation which would result in the voting securities of the Company outstanding
immediately prior thereto continuing to represent (either by remaining outstanding or by being converted
into voting securities of the surviving entity or its parent) at least fifty percent (50%) of the total voting
power represented by the voting securities of the Company or such surviving entity or its parent outstanding
immediately after such merger or consolidation or (iv) individuals who, as of the date hereof, constitute the
Board (the “Incumbent Board”) cease for any reason to constitute at least a majority of the Board; provided,
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however, that any individual becoming a director subsequent to the date hereof whose election, or nomination
for election by the Company’s shareholders, was approved by a vote of at least a majority of the directors then
comprising the Incumbent Board shall be considered as though such individual were a member of the Incumbent
Board, but excluding, for this purpose, any such individual whose initial assumption of office occurs as a result
of an actual or threatened election contest with respect to the election or removal of directors or other actual or
threatened solicitation of proxies or consents by or on behalf of a person other than the Board.

(b) “Corporate Transaction Price” means the highest price per Share paid in any transaction related to a
Corporate Transaction. To the extent that the consideration paid in any Corporate Transaction consists all or in
part of securities or other non-cash consideration, the value of such securities or other non-cash consideration
shall be determined in the good-faith discretion of the Board consistent with provisions of Section 409A and/or
other applicable law.

Section 15. Amendment and Termination

15.1 Amendment, Suspension or Termination of the Plan. The Board or the Committee may amend, suspend or
terminate the Plan or any portion of the Plan at any time and in such respects as it shall deem advisable or as necessary
or advisable to comply with the listing standards of the Stock Market or any national securities exchange on which the
Company’s securities are listed as required under Section 10D of the Exchange Act or any other applicable law, rule,
or regulation; provided, however, that, to the extent required by applicable law, regulation or stock exchange rule,
shareholder approval shall be required for any amendment to the Plan; and provided, further, that any amendment that
requires shareholder approval may be made only by the Board.

Notwithstanding the foregoing, an amendment that constitutes a “material revision” requiring shareholder approval as
defined by the rules of the Stock Market shall be submitted to the Company’s shareholders for approval. In addition,
any revision that increases the number of shares stated in Section 4.1 as available for issuance under the Plan shall be
considered a material revision that requires shareholder approval.

15.2 Term of the Plan. Unless sooner terminated as provided herein, the Plan shall terminate ten years from the
Effective Date. After the Plan is terminated, no future Awards may be granted, but Awards previously granted shall
remain outstanding in accordance with their applicable terms and conditions and the Plan’s terms and conditions.

15.3 Consent of Participant. The amendment, suspension or termination of the Plan or a portion thereof or the
amendment of an outstanding Award shall not, without the Participant’s consent, materially adversely affect any rights
under any Award theretofore granted to the Participant under the Plan. Any change or adjustment to an outstanding
Incentive Stock Option shall not, without the consent of the Participant, be made in a manner so as to constitute
a “modification” that would cause such Incentive Stock Option to fail to continue to qualify as an Incentive Stock
Option. Notwithstanding the foregoing, any adjustments made pursuant to Section 14 shall not be subject to these
restrictions.

Section 16. General

16.1 Clawbacks. Awards granted under the Plan and any gross proceeds received by Participants with respect to
Awards granted under the Plan shall be subject to any clawback policy adopted by the Company to comply with the
listing standards of any national securities exchange on which the Company’s securities are listed as required under
Rule 10D-1 under the Exchange Act or any other applicable law, rule, or regulation. In addition, subject to applicable
local law, or except as otherwise expressly provided pursuant to an applicable Notice of Terms, Awards granted under
the Plan and any gross proceeds received by Participants with respect to Awards granted under the Plan shall be
subject to clawback and forfeiture (meaning that the Award must be promptly returned to the Company if already
distributed, or that a Participant will lose his or her entitlement to an Award if it has not yet been distributed) in the
event a Participant or former Participant engages in any of the following conduct, as determined by the Company
or its delegate in its sole discretion, prior to the second anniversary of the later of the vesting or receipt of payment
of the Award: the Participant (a) pleads or admits to, is convicted of, or is otherwise found guilty of a criminal or
indictable offense involving theft, fraud, embezzlement, or other similar unlawful acts against the Company or against
the Company’s interests; (b) directly or indirectly engages in competition with any aspect of Company business
with which the Participant was involved or about which the Participant gained Company proprietary or confidential
information; (c) induces or attempts to induce, directly or indirectly, any of the Company’s employees, representatives
or consultants to terminate, discontinue or cease working with or for the Company, or to breach any contract with the
Company, in order to work with or for, or enter into a contract with, the Participant or any third
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party; (d) disparages or defames the Company, its products, or its current or former employees, provided that this
clause shall not be construed to prohibit any individual from reporting, in good faith, suspected unlawful conduct
in the workplace; or (e) takes, misappropriates, uses, or discloses Company proprietary or confidential information.
Clawback can, if applicable and where permitted by applicable local law, be made by deducting payments that will
be due in the future (including salary, bonuses, and other forms of compensation). A Participant’s acceptance of
an Award under the Plan shall constitute such Participant’s acknowledgement and recognition that the Participant’s
compliance with this Section 16.1 is a condition for the Participant’s receipt of the Award. For purposes of this Section
16.1, the Company shall include the Company and all Related Companies.

Nothing in this Section 16.1 will apply to legally protected communications to government agencies or statements
made in the course of sworn testimony in administrative, judicial or arbitral proceedings.

16.2 No Individual Rights. No individual or Participant shall have any claim to be granted any Award under the
Plan, and the Company has no obligation for uniformity of treatment of Participants under the Plan. Furthermore,
nothing in the Plan or any Award granted under the Plan shall be deemed to constitute an employment contract or
confer or be deemed to confer on any Participant any right to continue in the employ of, or to continue any other
relationship with, the Company or any Related Company or limit in any way the right of the Company or any Related
Company to terminate a Participant’s employment or other relationship at any time, with or without cause.

16.3 Issuance of Shares. Notwithstanding any other provision of the Plan, the Company shall have no obligation
to issue or deliver any Shares under the Plan or make any other distribution of benefits under the Plan unless, in
the opinion of the Company’s counsel, such issuance, delivery or distribution would comply with all applicable laws
(including, without limitation, the requirements of the Securities Act or the laws of any state or foreign jurisdiction)
and the applicable requirements of any securities exchange or similar entity.

The Company shall be under no obligation to any Participant to register for offering or resale or to qualify for
exemption under the Securities Act, or to register or qualify under the laws of any state or foreign jurisdiction, any
Shares, security or interest in a security paid or issued under, or created by, the Plan, or to continue in effect any
such registrations or qualifications if made. The Company may issue certificates for Shares with such legends and
subject to such restrictions on transfer and stop-transfer instructions as counsel for the Company deems necessary
or desirable for compliance by the Company with federal, state and foreign securities laws. The Company may also
require such other action or agreement by the Participants as may from time to time be necessary to comply with
applicable securities laws.

To the extent the Plan or any applicable Notice of Terms provides for issuance of stock certificates to reflect the
issuance of Shares, the issuance may be effected on a noncertificated basis, to the extent not prohibited by applicable
law or the applicable rules of any stock exchange.

16.4 Indemnification. Each person who is or shall have been a member of the Board, or a committee appointed
by the Board, or an officer of the Company to whom authority was delegated in accordance with Section 3 shall
be indemnified and held harmless by the Company against and from any loss, cost, liability or expense that may be
imposed upon or reasonably incurred by him or her in connection with or resulting from any claim, action, suit or
proceeding to which he or she may be a party or in which he or she may be involved by reason of any action taken
or failure to act under the Plan and against and from any and all amounts paid by him or her in settlement thereof,
with the Company’s approval, or paid by him or her in satisfaction of any judgment in any such claim, action, suit or
proceeding against him or her; provided, however, that he or she shall give the Company an opportunity, at its own
expense, to handle and defend such claim, action, suit or proceeding before he or she undertakes to handle and defend
the same on his or her own behalf, unless such loss, cost, liability or expense is a result of his or her own willful
misconduct or except as expressly provided by statute.

The foregoing right of indemnification shall not be exclusive of any other rights of indemnification to which such
persons may be entitled under the Company’s certificate of incorporation or bylaws, as a matter of law, or otherwise,
or of any power that the Company may have to indemnify them or hold them harmless.

16.5 No Rights as a Shareholder. Unless otherwise provided by the Committee or in the applicable Notice of
Terms, no Option or Award denominated in units shall entitle the Participant to any cash dividend, voting or other
right of a shareholder unless and until the date of issuance under the Plan of the Shares that are the subject of such
Award.

16.6 Compliance with Laws and Regulations. Notwithstanding anything in the Plan to the contrary, the
Committee, in its sole discretion, may bifurcate the Plan so as to restrict, limit or condition the use of any provision
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of the Plan to Participants who are Section 16 Participants without so restricting, limiting or conditioning the Plan
with respect to other Participants. With respect to Section 16 Participants, transactions under the Plan are intended to
comply with all applicable conditions of Rule 16b-3 promulgated under the Exchange Act.

Additionally, in interpreting and applying the provisions of the Plan, any Option granted as an Incentive Stock Option
pursuant to the Plan shall, to the extent permitted by law, be construed as an “incentive stock option” within the
meaning of Section 422 of the Code or any successor provision.

Additionally, notwithstanding anything contained in the Plan to the contrary, it is the Company’s intention that
any and all Awards and compensation payable under the Plan shall satisfy the requirements for exemption under
Section 409A and that all terms and provisions shall be interpreted to satisfy such requirements. If the Committee
determines that an Award, payment, distribution, deferral election, transaction or any other action or arrangement
contemplated by the provisions of the Plan would, if undertaken, cause a Participant to become subject to Section
409A, the Committee, to the extent it deems necessary or advisable in its sole discretion, reserves the right , but
shall not be required, to unilaterally amend or modify the Plan and any Award granted under the Plan so that the
Award qualifies for exemption from or compliance with Section 409A. Awards not deferred under Section 6.3 and not
otherwise exempt from the requirements of Section 409A are intended to qualify for the short-term deferral exemption
to Section 409A, and payment shall be made as soon as administratively feasible after the Award became vested, but
in no event shall such payment be made later than 2-1/2 months after the end of the calendar year in which the Award
became vested unless otherwise permitted under the exemption provisions of Section 409A. Notwithstanding the
foregoing, with respect to any Award made under the Plan that is determined to be “deferred compensation” (within
the meaning of Section 409A), (a) references to Termination of Service will mean the Participant’s “separation from
service” (within the meaning of Section 409A) with the Company or any applicable Related Company, and (b) any
payment to be made with respect to such Award in connection with the Participant’s Termination of Service that
would be subject to the limitations in Section 409A(a)(2)(b) of the Code shall be delayed until six months after the
Participant’s separation from service (or earlier death) in accordance with the requirements of Section 409A.

16.7 Participants in Other Countries. The Committee shall have the authority to adopt such modifications,
procedures and subplans as may be necessary or desirable to comply with provisions of the laws of other countries in
which the Company or any Related Company may operate to ensure the viability of the benefits from Awards granted
to Participants employed in such countries, to comply with applicable foreign laws and to meet the objectives of the
Plan.

Notwithstanding the provisions of Sections 7.2 and 8.1, where applicable foreign law requires that compensatory
stock right be priced based upon a specific price averaging method and period, a stock right granted in accordance
with such applicable foreign law will be treated as meeting the requirements of Sections 7.2 or 8.1, provided that the
averaging period does not exceed 30 days.

16.8 No Trust or Fund. The Plan is intended to constitute an “unfunded” plan. Nothing contained herein shall
require the Company to segregate any monies or other property, or Shares, or to create any trusts, or to make any
special deposits for any immediate or deferred amounts payable to any Participant, and no Participant shall have any
rights that are greater than those of a general unsecured creditor of the Company.

16.9 Successors All obligations of the Company under the Plan with respect to Awards shall be binding on any
successor to the Company, whether the existence of such successor is the result of a direct or indirect purchase,
merger, consolidation, or otherwise, of all or substantially all the business and/or assets of the Company.

16.10 Severability. If any provision of the Plan or any Award is determined to be invalid, illegal or unenforceable in
any jurisdiction, or as to any person, or would disqualify the Plan or any Award under any law deemed applicable by
the Committee, such provision shall be construed or deemed amended to conform to applicable laws, or, if it cannot
be so construed or deemed amended without, in the Committee’s determination, materially altering the intent of the
Plan or the Award, such provision shall be stricken as to such jurisdiction, person or Award, and the remainder of the
Plan and any such Award shall remain in full force and effect.

16.11 Choice of Law. The Plan, all Awards granted thereunder and all determinations made and actions taken
pursuant thereto, to the extent not otherwise governed by the laws of the United States, shall be governed by and
construed in accordance with the laws of the State of Delaware, without reference to the principles of conflict of laws
thereof, except as otherwise expressly provided in an applicable Notice of Terms.
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16.12 Acknowledgment. Notwithstanding anything in the Plan or any Notice of Terms to the contrary, nothing
in the Plan or in a Notice of Terms prevents a Participant form providing, without prior notice to the Company,
information to governmental authorities regarding possible legal violations or otherwise testifying or participating in
any investigation or proceeding by any governmental authorities regarding possible legal violations, and for purpose
of clarity, a Participant is not prohibited from providing information voluntarily to the Securities and Exchange
Commission pursuant to Section 21F of the Exchange Act.
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