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PART I.

FINANCIAL INFORMATION

Item 1. Financial Statements
CONDENSED BALANCE SHEETS
June 30,
2015
(Unaudited)
ASSETS
Current Assets:
Cash and cash equivalents
Accounts receivable, net
Available for sale investments
Inventories
Deferred tax assets
Income tax receivable
Prepaid expenses and other
Total Current Assets

$ 8,712,000
7,665,000
9,812,000
449,000
—
33,000
452,000
27,123,000

Other Assets:
Property and equipment, net
Other, net

December 31,
2014

$

1,246,000
2,811,000

Total Assets
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:
Accounts payable
Accrued liabilities:
Compensation
Other
Deferred tax liabilities
Income tax payable
Deferred revenue
Total Current Liabilities

7,237,000
7,492,000
9,698,000
523,000
52,000
287,000
715,000
26,004,000

1,467,000
3,056,000

$ 31,180,000

$

30,527,000

$ 2,617,000

$

3,088,000

830,000
518,000
67,000
109,000
1,181,000
5,322,000

1,199,000
719,000
—
82,000
172,000
5,260,000

Long-Term Liabilities:
Deferred tax liabilities
Accrued income taxes
Total Long-Term Liabilities

222,000
486,000
708,000

222,000
486,000
708,000

Commitments and Contingencies

—

—

122,000
19,415,000
5,617,000
(4,000)
25,150,000

122,000
19,177,000
5,271,000
(11,000)
24,559,000

Shareholders' Equity:
Common stock, par value $.01:
Authorized shares - 40,000,000
Issued shares - 12,291,000 at June 30, 2015 and 12,216,000 at
December 31, 2014
Outstanding shares - 12,243,000 at June 30, 2015 and
12,191,000 at December 31, 2014
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Total Shareholders' Equity
Total Liabilities and Shareholders' Equity

$ 31,180,000

See accompanying notes to financial statements.
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$

30,527,000

Insignia Systems, Inc.
STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

Services revenues
Products revenues
Total Net Sales

$

Three Months Ended
June 30
2015
2014
6,212,000
$ 5,847,000
461,000
497,000
6,673,000
6,344,000

Six Months Ended
June 30
2015
2014
$ 12,258,000
$ 11,798,000
956,000
949,000
13,214,000
12,747,000

Cost of services
Cost of goods sold
Total Cost of Sales
Gross Profit

3,371,000
316,000
3,687,000
2,986,000

3,139,000
302,000
3,441,000
2,903,000

6,760,000
666,000
7,426,000
5,788,000

6,554,000
607,000
7,161,000
5,586,000

Operating Expenses:
Selling
Marketing
General and administrative
Total Operating Expenses
Operating Income

1,145,000
451,000
1,003,000
2,599,000
387,000

1,376,000
327,000
1,088,000
2,791,000
112,000

2,489,000
786,000
1,965,000
5,240,000
548,000

2,727,000
562,000
2,018,000
5,307,000
279,000

Other income
Income Before Taxes

27,000
414,000

6,000
118,000

37,000
585,000

12,000
291,000

Income tax expense
Net Income

$

164,000
250,000

$

48,000
70,000

$

239,000
346,000

$

106,000
185,000

Other comprehensive income, net of tax:
Unrealized gain on available for sale securities
Comprehensive Income

$

1,000
251,000

$

—
70,000

$

7,000
353,000

$

—
185,000

Net income per share:
Basic
Diluted

$
$

0.02
0.02

$
$

0.01
0.01

$
$

0.03
0.03

$
$

0.01
0.01

Shares used in calculation of net
income per share:
Basic
Diluted

12,213,000
12,392,000

See accompanying notes to financial statements.

2

12,854,000
13,093,000

12,212,000
12,406,000

12,854,000
13,092,000

Insignia Systems, Inc.
STATEMENTS OF CASH FLOWS
(Unaudited)
Six Months Ended June 30
Operating Activities:
Net income
Adjustments to reconcile net income to
net cash provided by (used in) operating activities:
Depreciation and amortization
Changes in allowance for doubtful accounts
Deferred income tax expense
Stock-based compensation
Gain on sale of property and equipment
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Income tax receivable
Prepaid expenses and other
Accounts payable
Accrued liabilities
Income tax payable
Excess tax benefit from stock option exercises
Deferred revenue
Net cash provided by (used in) operating activities

2015
$

Investing Activities:
Purchases of property and equipment
Purchases of investments
Proceeds from sale/maturity of investments
Acquisition of selling rights and other
Proceeds received from sale of property and equipment
Net cash used in investing activities
Financing Activities:
Proceeds from issuance of common stock, net
Excess tax benefit from stock option exercises
Repurchase of common stock, net
Net cash used in financing activities
Increase (decrease) in cash and cash equivalents

346,000

2014
$

185,000

567,000
(32,000)
119,000
278,000
—

539,000
—
—
217,000
(14,000)

(141,000)
74,000
254,000
263,000
(471,000)
(570,000)
30,000
(3,000)
1,009,000
1,723,000

(1,608,000)
(33,000)
(38,000)
(33,000)
(779,000)
(393,000)
(22,000)
—
670,000
(1,309,000)

(101,000)
(3,439,000)
3,332,000
—
—
(208,000)

(163,000)
—
—
(542,000)
14,000
(691,000)

56,000
3,000
(99,000)
(40,000)

178,000
—
(455,000)
(277,000)

1,475,000

(2,277,000)

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

7,237,000
$ 8,712,000

21,763,000
$ 19,486,000

Supplemental disclosures for cash flow information:
Cash paid during the year for income taxes

$

$

See accompanying notes to financial statements.
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13,000

247,000

Insignia Systems, Inc.
NOTES TO FINANCIAL STATEMENTS
(Unaudited)

1. Summary of Significant Accounting Policies.
Description of Business. Insignia Systems, Inc. (the “Company”) markets in-store advertising products,
programs and services to consumer packaged goods manufacturers and retailers. The Company’s products
include the Insignia Point-of-Purchase Services (POPS) in-store advertising program, thermal sign card
supplies for the Company’s Impulse Retail systems, laser printable cardstock and label supplies.
Additionally, in October 2014, the Company announced a new product, The Like MachineTM, which is an
in-store consumer approval device. The Company pays royalties pursuant to a licensing agreement to sell
this new product. The Like Machine is currently in the pilot phase of launch, and the Company expects to
more fully roll out this offering during 2015.
Basis of Presentation. Financial statements for the interim periods included herein are unaudited;
however, they contain all adjustments, including normal recurring accruals, which in the opinion of
management, are necessary to present fairly the financial position of the Company at June 30, 2015, its
results of operations for the three and six months ended June 30, 2015 and 2014, and its cash flows for the
six months ended June 30, 2015 and 2014. Results of operations for the periods presented are not
necessarily indicative of the results to be expected for the full year.
The financial statements do not include certain footnote disclosures and financial information normally
included in financial statements prepared in accordance with accounting principles generally accepted in
the United States of America and, therefore, should be read in conjunction with the financial statements
and notes included in the Company's Annual Report on Form 10-K for the year ended December 31, 2014.
The Summary of Significant Accounting Policies in the Company’s 2014 Annual Report on Form 10-K
describes the Company’s accounting policies.
Inventories. Inventories are primarily comprised of parts and supplies for Impulse machine, sign cards,
and rollstock. Inventory is valued at the lower of cost or market using the first-in, first-out (FIFO) method,
and consisted of the following:

Raw materials

$

June 30,

December 31,

2015

2014

70,000

$

110,000

Work-in-process

10,000

8,000

Finished goods

369,000

405,000

$

449,000

$

4

523,000

Property and Equipment. Property and equipment consisted of the following:

Property and Equipment:
Production tooling, machinery and equipment
Office furniture and fixtures
Computer equipment and software
Web site
Leasehold improvements
Construction in-progress

$

Accumulated depreciation and amortization
Net Property and Equipment

$

June 30,

December 31,

2015

2014

3,932,000
260,000
1,131,000
40,000
616,000
71,000
6,050,000
(4,804,000)
1,246,000

$

$

3,976,000
260,000
1,065,000
40,000
616,000
35,000
5,992,000
(4,525,000)
1,467,000

Depreciation expense was approximately $159,000 and $322,000 in the three and six months ended June
30, 2015, respectively, and $157,000 and $312,000 in the three and six months ended June 30, 2014,
respectively.
Stock-Based Compensation. The Company measures and recognizes compensation expense for all stockbased awards at fair value using the Black-Scholes option pricing model to determine the weighted
average fair value of options and employee stock purchase plan rights. The Company recognizes stockbased compensation expense on a straight-line method over the requisite service period of the award.
The Company issued 200,000 stock option awards, with a weighted average exercise price of $2.82,
during the six months ended June 30, 2015, and the Company estimated the fair value of these awards
using the following weighted average assumptions: expected life of 3.4 years, expected volatility of 45%,
dividend yield of 0% and risk-free interest rate of 1.18%.
The Company estimated the fair value of stock-based rights granted during the six months ended June 30,
2015, under the Company’s employee stock purchase plan using the following weighted average
assumptions: expected life of 1.0 years, expected volatility of 37%, dividend yield of 0% and risk-free
interest rate of 0.25%.
The Company issued 31,000 restricted stock units during the six months ended June 30, 2015. The units
were assigned a value of $2.82 per share, based on the stock price on the date of the grant, and vest over
three years. Stock-based compensation expense for the restricted stock units during the three and six
months ended June 30, 2015 was $13,000 and $23,000. The Company issued 25,000 restricted stock units
during the six months ended June 30, 2014. The units were assigned a value of $3.03 per share, based on
the stock price on the date of the grant, and vest over three years. Stock-based compensation expense for
the restricted stock units during the three and six months ended June 30, 2014 was $5,000.
In June 2015, equity grants were made by the Company to the Board of Directors, pursuant to the 2013
Omnibus Stock and Incentive Plan, as amended, in the form of fully vested shares of common stock. A
total of 37,233 shares were granted to the Board of Directors. The shares were assigned a value of $2.82
per share, based on the stock price on the date of grant, for a total value of $105,000, which is included in
stock-based compensation expense.
Total stock-based compensation expense recorded for the three and six months ended June 30, 2015 was
$195,000 and $278,000, respectively, and for the three and six months ended June 30, 2014 was $181,000
and $217,000, respectively.
During the three and six months ended June 30, 2015 there were approximately 10,000 shares and 34,000
shares issued pursuant to stock option exercises, for which the Company received proceeds of $1,000 and
$2,000, respectively. During the three and six months ended June 30, 2014, there were approximately
15,000 and 69,000 shares issued pursuant to stock option exercises, for which the Company received
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proceeds of $29,000 and $100,000, respectively. A portion of the stock option exercises in the three and
six months ended June 30, 2015 and 2014 were done on a cashless basis.
Net Income per Share. Basic net income per share is computed by dividing net income by the weighted
average shares outstanding and excludes any potential dilutive effects of stock options. Diluted net income
per share gives effect to all diluted potential common shares outstanding during the period.
Options to purchase approximately 628,000 and 650,000 shares of common stock with a weighted average
exercise price of $3.79 and $3.89, respectively, were outstanding at June 30, 2015 and were not included
in the computation of common stock equivalents for the three and six months ended June 30, 2015 because
their exercise prices were higher than the average fair market value of the common shares during the
reporting period. Options to purchase approximately 579,000 and 519,000 shares of common stock with a
weighted average exercise price of $4.28 and $4.32, respectively, were outstanding at June 30, 2014 and
were not included in the computation of common stock equivalents for the three and six months ended
June 30, 2014 because their exercise prices were higher than the average fair market value of the common
shares during the reporting period.
Weighted average common shares outstanding for the three and six months ended June 30, 2015 and 2014
were as follows:
Three Months Ended
June 30
2015
2014
Denominator for basic net income per share weighted average shares
Effect of dilutive securities:
Stock options and restricted stock units
Denominator for diluted net income per share weighted average shares

Six Months Ended
June 30
2015
2014

12,213,000

12,854,000

12,212,000

12,854,000

179,000

239,000

194,000

238,000

12,392,000

13,093,000

12,406,000

13,092,000

2. Investments. The Company carries certain investments intended to increase the yield on available cash
balances. The Company has classified all investments as current assets, as they are available to fund
current operations. These investments are in debt securities, with an average maturity of approximately
one year, and are classified as available-for-sale.
These investments are accounted for in accordance with Accounting Standards Codification (“ASC”) 32010, “Investments – Debt and Equity Securities.” At June 30, 2015, the Company’s investment balances
consisted solely of available-for-sale securities and were carried at fair value in accordance with ASC 82010. As of June 30, 2015, all available-for-sale securities were valued using Level 2 inputs, in accordance
with ASC 820-10. There were no such investments as of June 30, 2014.
3. Line of Credit. The Company maintains a line of credit, which is collateralized by its investment
balances. The total availability under the line of credit is $7,500,000 and outstanding amounts would bear
interest at the 30-day LIBOR rate plus 2% (effective rate of 2.19% as of June 30, 2015). There were no
amounts outstanding on this line of credit at any point during the three and six months ended June 30,
2015.
4. Selling Arrangement. In February 2011, the Company paid News America Marketing In-Store, LLC
(“News America”) $4,000,000 in exchange for a 10-year arrangement to sell signs with price into News
America’s network of retailers as News America’s exclusive agent. The $4,000,000 is being amortized on
a straight-line basis over the 10-year term of the arrangement. Amortization expense, which was $100,000
and $200,000 in both the three and six months ended June 30, 2015 and 2014, respectively, and is
expected to be $400,000 per year over the next five years, is recorded within cost of services in the
Company’s statements of comprehensive income. The net carrying amount of the selling arrangement is
recorded within other assets on the Company’s condensed balance sheets.
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5. Income Taxes. For the three and six months ended June 30, 2015, the Company recorded income tax
expense of $164,000 and $239,000, or 39.6% and 40.9% of income before taxes, respectively. For the
three and six months ended June 30, 2014, the Company recorded income tax expense of $48,000 and
$106,000, or 40.7% and 36.4% of income before taxes, respectively. The income tax provision for the
three and six months ended June 30, 2015 and 2014 is comprised of federal and state taxes. The primary
differences between the Company’s June 30, 2015 and 2014 effective tax rates and the statutory federal
rate are expenses related to stock-based compensation and nondeductible meals and entertainment. The
Company reassesses its effective rate each reporting period and adjusts the annual effective rate if deemed
necessary, based on projected annual taxable income.
As of June 30, 2015 and December 31, 2014, the Company has unrecognized tax benefits totaling
$486,000, including interest, which relates to state nexus issues. The amount of the unrecognized tax
benefits, if recognized, that would affect the effective income tax rates of future periods is $486,000. Due
to the current statute of limitations regarding the unrecognized tax benefits, the unrecognized tax benefits
and associated interest is not expected to change significantly in 2015.
6. Concentrations. During the six months ended June 30, 2015, one customer accounted for 35% of the
Company’s total net sales. During the six months ended June 30, 2014, two customers accounted for 33%
and 11% of the Company’s total net sales. At June 30, 2015, one customer accounted for 37% of the
Company’s total accounts receivable. At December 31, 2014, one customer accounted for 48% of the
Company’s total accounts receivable.
The loss of a major customer could adversely affect operating results. Additionally, the loss of a major
retailer from the Company’s retail network could adversely affect operating results.
7. Share Repurchase. On December 3, 2013, the Board of Directors authorized the repurchase of up to
$5,000,000 of the Company’s common stock on or before December 3, 2015. The plan allows the
repurchases to be made in open market or privately negotiated transactions. The plan does not obligate the
Company to repurchase any particular number of shares, and may be suspended at any time at the
Company’s discretion. For the three and six months ended June 30, 2015, the Company repurchased
approximately 2,000 and 33,000 shares, respectively, at a total cost of $6,000 and $99,000. For the three
and six months ended June 30, 2014, the Company repurchased approximately 147,000 shares, at a total
cost of $455,000.
8. Recently Issued Accounting Pronouncements. In May 2014, the Financial Accounting Standards Board
(FASB) issued guidance creating Accounting Standards Codification (“ASC”) Section 606, “Revenue
from Contracts with Customers”. The new section will replace Section 605, “Revenue Recognition” and
creates modifications to various other revenue accounting standards for specialized transactions and
industries. The section is intended to conform revenue accounting principles with a concurrently issued
International Financial Reporting Standards with previously differing treatment between United States
practice and those of much of the rest of the world, as well as, to enhance disclosures related to
disaggregated revenue information. The updated guidance is effective for annual reporting periods
beginning on or after December 15, 2017, and interim periods within those annual periods. The Company
will adopt the new provisions of this accounting standard at the beginning of fiscal year 2018, given that
early adoption is not an option. The Company will further study the implications of this statement in order
to evaluate the expected impact on the financial statements.
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion should be read in conjunction with the Company’s financial statements and related
notes. This discussion contains forward-looking statements that involve risks and uncertainties. Our actual
results could differ materially from those anticipated due to various factors discussed under “Cautionary
Statement Regarding Forward-Looking Statements” and elsewhere in this Quarterly Report on Form 10-Q and
the "Risk Factors" described in Item 1A of our Annual Report on Form 10-K for the fiscal year ended
December 31, 2014, our Current Reports on Form 8-K and our other SEC filings.
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Company Overview
Insignia Systems, Inc. (referred to in this Quarterly Report on Form 10-Q as “Insignia,” “we,” “us,” “our” and
the “Company”) is a developer and marketer of innovative in-store products, programs and services that help
consumer packaged goods (“CPG”) manufacturers and retail partners drive sales at the point of purchase. The
Company was incorporated in 1990, and since 1998, the Company has been focused on managing a retail
network for the primary purpose of providing turn-key at-shelf market access for CPG manufacturers’
marketing programs. Insignia provides participating retailers with benefits including incremental revenue,
incremental sales opportunities, increased shopper engagement in-store, and custom creative development and
other in-kind services.
Insignia’s primary product is the Point-Of-Purchase Services (POPS®) in-store advertising program. Insignia
POPS® is a national, account-specific, shelf-edge advertising and promotion tactic. Internal testing has
indicated the program can deliver significant sales impact for the featured brand. The program allows
manufacturers to deliver vital product information to consumers at the point-of-purchase, and to leverage the
local retailer brand and store-specific prices to provide a unique “call to action” that draws attention to the
featured brand and triggers a purchase decision. CPG customers benefit from Insignia’s nimble operational
capabilities, which include short lead times, in-house graphic design capabilities, post-program analytics, and
micro-marketing capabilities such as variable or bilingual messaging.
In October 2014, the Company announced the introduction of a new product, The Like MachineTM, which is an
innovative new media that harnesses the power of social media, consumer engagement, and word-of-mouth
recommendation at the point of purchase. The Like Machine is currently in the initial pilot phase of launch,
and the Company expects to more fully roll out this offering during 2015. Revenues generated from The Like
Machine are included in service revenue on the Company’s statements of comprehensive income. The
Company licenses this product from TLM Holdings, LLC, a company in which Insignia’s Chief Sales and
Marketing Officer, Tim Halfmann, serves as a non-operating principal.
2015 Business Overview
Summary of Financial Results
For the quarter ended June 30, 2015, the Company generated total net sales of $6,673,000, as compared with
total net sales of $6,344,000 for the quarter ended June 30, 2014. For the six months ended June 30, 2015, we
generated total net sales of $13,214,000, as compared with total net sales of $12,747,000 in the six months
ended June 30, 2014. Net income for the quarter ended June 30, 2015 was $250,000, as compared to $70,000
for the quarter ended June 30, 2014. Net income for the six months ended June 30, 2015 was $346,000,
compared to $185,000 for the six months ended June 30, 2014.
At June 30, 2015, our cash, cash equivalents and available for sale investments balance was $18,524,000, as
compared to $16,935,000 at December 31, 2014. We had no debt as of June 30, 2015.
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Results of Operations
The following table sets forth, for the periods indicated, certain items in the Company’s Statements of
Comprehensive Income as a percentage of total net sales.

Net sales
Cost of sales
Gross profit
Operating expenses:
Selling
Marketing
General and administrative
Total operating expenses
Operating income
Other income
Income before taxes
Income tax expense
Net income

Three Months Ended
June 30
2015
2014
100.0 %
100.0 %
55.2
54.3
44.8
45.7
17.2
6.8
15.0
39.0
5.8
0.4
6.2
2.5
3.7 %

21.7
5.2
17.1
44.0
1.7
0.1
1.8
0.7
1.1 %

Six Months Ended
June 30
2015
2014
100.0 %
100.0 %
56.2
56.2
43.8
43.8
18.9
5.9
14.9
39.7
4.1
0.3
4.4
1.8
2.6 %

21.4
4.4
15.8
41.6
2.2
0.1
2.3
0.8
1.5 %

Three Months and Six Months Ended June 30, 2015 Compared to Three Months and Six Months Ended
June 30, 2014
Net Sales. Net sales for the three months ended June 30, 2015 increased 5.2% to $6,673,000 compared to
$6,344,000 for the three months ended June 30, 2014. Total net sales for the six months ended June 30, 2015
increased 3.7% to $13,214,000 compared to $12,747,000 for the six months ended June 30, 2014.
Service revenues for the three months ended June 30, 2015 increased 6.2% to $6,212,000 compared to
$5,847,000 for the three months ended June 30, 2014. The increase was primarily due to a 9% increase in the
number of signs placed, partially offset by a 3% decrease in average price per sign, which was a result of
program and customer mix. Service revenues for the six months ended June 30, 2015 increased 3.9% to
$12,258,000 compared to $11,798,000 for the six months ended June 30, 2014. The increase was primarily due
to a 3% increase in the average price per sign, which was a result of program and customer mix.
Product revenues for the three months ended June 30, 2015 decreased 7.2% to $461,000 compared to $497,000
for the three months ended June 30, 2014. The decrease was primarily due to lower sales of sign card supplies.
Product revenues for the six months ended June 30, 2015 increased 0.7% to $956,000 compared to $949,000
for the six months ended June 30, 2014.
Gross Profit. Gross profit for the three months ended June 30, 2015 increased 2.9% to $2,986,000 compared to
$2,903,000 for the three months ended June 30, 2014. Gross profit for the six months ended June 30, 2015
increased 3.6% to $5,788,000 compared to $5,586,000 for the six months ended June 30, 2014. Gross profit as
a percentage of total net sales decreased to 44.8% for the three months ended June 30, 2015, compared to
45.7% for the three months ended June 30, 2014. Gross profit as a percentage of total net sales was 43.8% for
each of the six months ended June 30, 2015 and June 30, 2014.
Service revenues: Gross profit from our service revenues for the three months ended June 30, 2015
increased 4.9% to $2,841,000 compared to $2,708,000 for the three months ended June 30, 2014. The
increase was primarily due to an overall increase in service revenues, partially offset by increased costs
associated with the pilot of our new service offering, The Like Machine. Gross profit from our service
revenues for the six months ended June 30, 2015 increased 4.8% to $5,498,000 compared to $5,244,000 for
the six months ended June 30, 2014. The increase was primarily due the factors described above.
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Gross profit as a percentage of service revenues for the three months ended June 30, 2015 decreased to
45.7% compared to 46.3% for the three months ended June 30, 2014. The decrease was primarily due to
increased costs associated with the launch of The Like Machine. Gross profit as a percentage of service
revenues for the six months ended June 30, 2015 increased to 44.9% compared to 44.4% for the six months
ended June 30, 2014. The increase was due to an overall increase in service revenues, partially offset by
increased costs associated with the launch of The Like Machine.
Product revenues: Gross profit from our product revenues for the three months ended June 30, 2015
decreased 25.6% to $145,000 compared to $195,000 for the three months ended June 30, 2014. The decrease
was primarily due to decreased product revenues, combined with increased material costs. Gross profit from
our product revenues for the six months ended June 30, 2015 decreased 15.2% to $290,000 compared to
$342,000 for the six months ended June 30, 2014. The decrease was primarily due to the factors described
above.
Gross profit as a percentage of product revenues was 31.5% for the three months ended June 30, 2015
compared to 39.2% for the three months ended June 30, 2014. The decrease was primarily due to the factors
described above. Gross profit as a percentage of product revenues was 30.3% for the six months ended June
30, 2015 compared to 36.0% for the six months ended June 30, 2014. The decrease was primarily due to the
factors described above.
Operating Expenses
Selling. Selling expenses for the three months ended June 30, 2015 decreased 16.8% to $1,145,000 compared
to $1,376,000 for the three months ended June 30, 2014. The decrease was primarily due to decreased staffing
and staffing-related costs. Selling expenses for the six months ended June 30, 2015 decreased 8.7% to
$2,489,000 compared to $2,727,000 for the six months ended June 30, 2014. The decrease was primarily due
to the factors described above.
Selling expenses as a percentage of total net sales decreased to 17.2% for the three months ended June 30,
2015 compared to 21.7% for the three months ended June 30, 2014. The decrease was primarily due to
decreased staffing and staffing related costs, combined with increased sales. Selling expenses as a percentage
of total net sales decreased to 18.9% for the six months ended June 30, 2015 compared to 21.4% for the six
months ended June 30, 2014. The decrease was primarily due to factors described above.
Marketing. Marketing expenses for the three months ended June 30, 2015 increased 37.9% to $451,000
compared to $327,000 for the three months ended June 30, 2014. Increased marketing expense was primarily
the result of corporate growth spend and other marketing initiatives. Marketing expenses for the six months
ended June 30, 2015 increased 39.9% to $786,000 compared to $562,000 for the six months ended June 30,
2014. The increase was primarily due to the factors described above.
Marketing expenses as a percentage of total net sales increased to 6.8% for the three months ended June 30,
2015 compared to 5.2% for the three months ended June 30, 2014. The increase was primarily due to the
factors described above, partially offset by increased sales. Marketing expenses as a percentage of total net
sales increased to 5.9% for the six months ended June 30, 2015 compared to 4.4% for the six months ended
June 30, 2014. The increase was primarily due to the factors described above.
General and administrative. General and administrative expenses for the three months ended June 30, 2015
decreased 7.8% to $1,003,000 compared to $1,088,000 for the three months ended June 30, 2014. The decrease
was primarily due to decreased staffing and legal costs. General and administrative expenses for the six months
ended June 30, 2015 decreased 2.6% to $1,965,000 compared to $2,018,000 for the six months ended June 30,
2014. The decrease was primarily due to the factors described above.
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General and administrative expenses as a percentage of total net sales decreased to 15.0% for the three months
ended June 30, 2015 compared to 17.1% for the three months ended June 30, 2014. The decrease was
primarily due to decreased staffing and legal costs, combined with increased sales. General and administrative
expenses as a percentage of total net sales decreased to 14.9% for the six months ended June 30, 2015
compared to 15.8% for the six months ended June 30, 2014. The decrease was primarily due to the factors
described above.
In connection with the resignation of Glen Dall as the Company’s President, Chief Executive Officer and
board member, the Company expects to incur expense of approximately $250,000 during the quarter ended
September 30, 2015.
Other Income. Other income for the three months ended June 30, 2015 was $27,000 compared to $6,000 for
the three months ended June 30, 2014. Other income for the six months ended June 30, 2015 was $37,000
compared to $12,000 for the six months ended June 30, 2014. Other income is comprised of interest earned on
cash, cash equivalents, and available for sale investment balances.
Income Taxes. For the three and six months ended June 30, 2015, the Company recorded income tax expense
of $164,000 and $239,000, or 39.6% and 40.9% of income before taxes, respectively. For the three and six
months ended June 30, 2014, the Company recorded income tax expense of $48,000 and $106,000, or 40.7%
and 36.4% of income before taxes, respectively. The income tax provision for the three and six months ended
June 30, 2015 and 2014 is comprised of federal and state taxes. The primary differences between the
Company’s June 30, 2015 and 2014 effective tax rates and the statutory federal rate are expenses related to
stock-based compensation and nondeductible meals and entertainment. The Company reassesses its effective
rate each reporting period and adjusts the annual effective rate if deemed necessary, based on projected annual
taxable income.
Other Comprehensive Income. Other comprehensive income is composed of unrealized gains and losses, net
of tax, from available for sale investments.
Liquidity and Capital Resources
The Company has financed its operations with proceeds from public and private stock sales, sales of its
services and products and legal settlement proceeds. At June 30, 2015, working capital was $21,801,000
compared to $20,744,000 at December 31, 2014. During the six months ended June 30, 2015, cash and cash
equivalents increased $1,475,000 from $7,237,000 at December 31, 2014, to $8,712,000 at June 30, 2015.
Operating Activities: Net cash provided by operating activities during the six months ended June 30, 2015,
was $1,723,000. Net income of $346,000, plus non-cash adjustments of $932,000 and changes in operating
assets and liabilities of $445,000 resulted in the $1,723,000 of cash provided by operating activities. The
largest component of the change in operating assets and liabilities was deferred revenue which increased
$1,009,000 as a result of the timing of customer billings. The non-cash adjustments consisted of depreciation
and amortization expense, changes in allowance for doubtful accounts, deferred income tax expense, and
stock-based compensation expense. In the normal course of business, our accounts receivable, accounts
payable, accrued liabilities and deferred revenue will fluctuate depending on the level of revenues and
related business activity, as well as billing arrangements with customers and payment terms with retailers.
Investing Activities: Net cash used in investing activities during the six months ended June 30, 2015 was
$208,000. This was related to the net purchases of available for sale investments of $107,000, and purchase
of property and equipment of $101,000.
Financing Activities: Net cash used in financing activities during the six months ended June 30, 2015 was
$40,000, which related to the repurchase of common stock under the Company’s share repurchase plan of
$99,000, partially offset by proceeds received from issuance of common stock under the employee stock
purchase plan and stock option exercises of $56,000, as well as an excess tax benefit from stock option
exercises of $3,000.
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The Company believes that based upon current business conditions and plans, its existing cash and investment
balances and future cash generated from operations will be sufficient for its cash requirements for at least the
next twelve months. In the event additional financing is needed, the Company maintains a $7,500,000 line of
credit, collateralized by its available for sale investments. Amounts borrowed, if any, would bear interest at the
30-day LIBOR rate plus 2% (effective rate of 2.19% as of June 30, 2015).
Critical Accounting Policies
The discussion and analysis of our financial condition and results of operations are based upon our financial
statements, which have been prepared in accordance with accounting principles generally accepted in the
United States of America. The preparation of these financial statements requires us to make estimates and
judgments that affect the reported amounts of assets and liabilities, revenues and expenses, and related
disclosure of contingent assets and liabilities at the date of our financial statements. Actual results may differ
from these estimates under different assumptions or conditions.
Our significant accounting policies are described in Note 1 to the annual financial statements as of and for the
year ended December 31, 2014, included in our Form 10-K filed with the Securities and Exchange
Commission on March 4, 2015. We believe our most critical accounting policies and estimates include the
following:






revenue recognition;
allowance for doubtful accounts;
impairment of long-lived assets;
income taxes; and
stock-based compensation.

Cautionary Statement Regarding Forward-Looking Statements
Certain statements made in this Quarterly Report on Form 10-Q, in the Company’s other SEC filings, in press
releases and in oral statements to shareholders and securities analysts that are not statements of historical or
current facts, are “forward-looking statements.” Such forward-looking statements involve known and unknown
risks, uncertainties and other factors which may cause the actual results or performance of the Company to be
materially different from the results or performance expressed or implied by such forward-looking statements.
The words “believes,” “expects,” “anticipates,” “seeks,” “will” and similar expressions identify forwardlooking statements. Forward-looking statements include statements expressing the intent, belief or current
expectations of the Company and members of our management team regarding, for instance: (i) our belief that
our cash balance and cash generated by operations will provide adequate liquidity and capital resources for at
least the next twelve months; (ii) that we expect fluctuations in accounts receivable and payable, accrued
liabilities, and deferred revenue; and (iii) plans to repurchase Company stock. Readers are cautioned not to
place undue reliance on these forward-looking statements, which speak only as of the date of this statement
was made. These forward-looking statements are based on current information, which we have assessed and
which by its nature is dynamic and subject to rapid and even abrupt changes.
The factors that could cause our estimates and assumptions as to future performance, and our actual results, to
differ materially include the following: (i) the risk that management may be unable to fully or successfully
implement its business plan to achieve and maintain increased sales and resultant profitability in the future; (ii)
the risk that the Company will not be able to develop and implement new product offerings, including mobile,
digital or other new offerings, in a successful manner; (iii) prevailing market conditions, including pricing and
other competitive pressures, in the in-store advertising industry and, intense competition for agreements with
retailers and consumer packaged goods manufacturers; (iv) potentially incorrect assumptions by management
with respect to the financial effect of current strategic decisions, the effect of current sales trends on fiscal year
2015 results and the benefit of our relationship with News America; (v) termination of all or a major portion
of, or a significant change in terms and conditions of, a material agreement with a consumer packaged goods
manufacturer, retailer, or News America; and (vi) other economic, business, market, financial, competitive
and/or regulatory factors affecting the Company’s business generally. Our risks and uncertainties also include,
but are not limited to, the risks presented in our Annual Report on Form 10-K for the year ended December 31,
2014, any additional risks presented in our Quarterly Reports on Form 10-Q and our Current Reports on Form
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8-K. We undertake no obligation (and expressly disclaim any such obligation) to update forward-looking
statements made in this Form 10-Q to reflect events or circumstances after the date of this Form 10-Q or to
update reasons why actual results would differ from those anticipated in any such forward-looking statements,
other than as required by law.
Item 3. Quantitative and Qualitative Disclosures about Market Risk
Not applicable.
Item 4. Controls and Procedures
(a) Evaluation of Disclosure Controls and Procedures
The Company’s management carried out an evaluation, under the supervision and with the participation of the
Company’s principal executive and financial officer, of the effectiveness of the design and operation of the
Company’s disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as amended) as of the end of the period covered by this report, pursuant
to Exchange Act Rule 13a-15. Based upon that evaluation, the Company’s principal executive and financial
officer concluded that the Company’s disclosure controls and procedures were effective as of the end of the
period covered by this report. Disclosure controls and procedures ensure that information required to be
disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized
and reported within the time periods specified in Securities and Exchange Commission rules and forms, and
are designed to ensure that information required to be disclosed by us in these reports is accumulated and
communicated to the Company’s management, including its principal executive and financial officer, as
appropriate to allow timely decisions regarding disclosures.
(b) Changes in Internal Control Over Financial Reporting
There was no change in our internal control over financial reporting that occurred during the fiscal quarter
covered by this report that has materially affected, or is reasonably likely to materially affect, our internal
control over financial reporting.

PART II.
Item 1.

OTHER INFORMATION

Legal Proceedings

None.
Item 1A. Risk Factors
We described the most significant risk factors applicable to the Company in Part I, Item 1A “Risk Factors” of
our Annual Report on Form 10-K for the year ended December 31, 2014. We believe there have been no
material changes from the risk factors disclosed in that Form 10-K.
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Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

On December 3, 2013, the Board of Directors authorized the repurchase of up to $5,000,000 of the Company’s
common stock on or before December 3, 2015. The plan allows the repurchases to be made in open market or
privately negotiated transactions. The plan does not obligate the Company to repurchase any particular number
of shares, and may be suspended at any time at the Company’s discretion.
Our share repurchase activity for the three months ended June 30, 2015, was as follows:

Total Number
of Shares
Repurchased
April 1-30, 2015
May 1-31, 2015
June 1-30, 2015
Total

2,000
2,668 (1)
—
4,668

Average
Price Paid
Per Share
$ 2.90
$ 2.89
—
$ 2.89

(1)

Total Number of
Shares Purchased As
Part of Publicly
Announced Plans
or Programs
819,652
819,652
819,652

Approximate Dollar
Value of Shares That
May Yet Be Purchased
Under The Plans
or Programs
$ 2,484,000
$ 2,484,000
$ 2,484,000

Represents shares surrendered to the Company to satisfy minimum withholding tax obligations
in connection with the vesting of restricted stock units. These shares were not purchased under
the Board of Directors authorization described above.

Item 3.

Defaults upon Senior Securities

None.
Item 4.

Mine Safety Disclosures

Not applicable.
Item 5.

Other Information

None.
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Item 6.

Exhibits

Unless otherwise indicated, all documents incorporated herein by reference to a document filed with the SEC
pursuant to the Exchange Act are located under SEC file number 001-13471.
Exhibit Number Description

10.1

Amendment to Standstill Agreement, dated April 29, 2015, by and among the Company,
Nicholas J. Swenson, Air T., Inc., Groveland Capital LLC, and Groveland Hedged Credit Fund
LLC (incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K filed April 29,
2015)

10.2

2013 Omnibus Stock and Incentive Plan, as amended

31

Certification of Principal Executive and Financial Officer

32

Section 1350 Certification

101

The following materials from Insignia Systems, Inc.’s Quarterly Report on Form 10-Q for
the quarter ended June 30, 2015, formatted in XBRL (eXtensible Business Reporting
Language): (i) Condensed Balance Sheets; (ii) Statements of Comprehensive Income; (iii)
Statements of Cash Flows; and (iv) Notes to Financial Statements.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned thereunto duly authorized.
Dated: July 30, 2015

Insignia Systems, Inc.
(Registrant)
/s/ John C. Gonsior
John C. Gonsior
President and Chief Financial Officer
(on behalf of the registrant and as principal
executive and financial officer)

16

EXHIBIT INDEX
Exhibit Number Description

Reference

10.1

Amendment to Standstill Agreement, dated April 29, 2015, by and
among the Company, Nicholas J. Swenson, Air T., Inc., Groveland
Capital LLC, and Groveland Hedged Credit Fund LLC (incorporated
by reference to Exhibit 10.1 to the Company’s Form 8-K filed April
29, 2015)

10.2

2013 Omnibus Stock and Incentive Plan, as amended

Filed
Electronically

31

Certification of Principal Executive Officer

Filed
Electronically

32

Section 1350 Certification

Furnished
Electronically

101

The following materials from Insignia Systems, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended June 30, 2015, formatted
in XBRL (eXtensible Business Reporting Language): (i) Condensed
Balance Sheets; (ii) Statements of Comprehensive Income; (iii)
Statements of Cash Flows; and (iv) Notes to Financial Statements.

Filed
Electronically
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Incorporated by
Reference

Exhibit 10.2

INSIGNIA SYSTEMS, INC.
2013 OMNIBUS STOCK AND INCENTIVE PLAN
Adopted by Board of Directors on February 26, 2013; Approved by Shareholders on May 22, 2013
(As amended by Board of Directors on February 24, 2015; Approved by Shareholders on June 9, 2015)

Section 1.

Purpose

The purpose of the Plan is to attract, retain and motivate capable and loyal employees, officers,
consultants, advisors and directors by offering such persons incentives to strive for the success of the
Company’s business through various stock-based compensation arrangements, thereby aligning the
interests of such persons with the Company’s shareholders.
Section 2.

Definitions

As used in the Plan, the following terms shall have the meanings set forth below:
(a)
“Affiliate” shall mean (i) any entity that, directly or indirectly through one or more
intermediaries, is controlled by the Company and (ii) any entity in which the Company has a significant
equity interest, in each case as determined by the Committee.
(b)
“Award” shall mean any Option, Stock Appreciation Right, Restricted Stock, Restricted
Stock Unit, Performance Award or Other Stock Grant granted under the Plan.
(c)
“Award Agreement” shall mean any written agreement, contract or other instrument or
document evidencing an Award granted under the Plan. Each Award Agreement shall be subject to the
applicable terms and conditions of the Plan and any other terms and conditions (not inconsistent with the
Plan) determined by the Committee.
(d)

“Board” shall mean the Board of Directors of the Company.

(e)

“Change in Control” means a transaction involving any of the following:

(i)
the occurrence of (1) any sale, lease, exchange or other transfer of all or
substantially all of the assets of the Company (in one transaction or in a series of related
transactions) to a corporation that is not controlled by the Company, or (2) any consolidation or
merger of the Company in which the Company is not the continuing or surviving corporation or
pursuant to which Shares would be converted into cash, securities or other property, other than a
merger of the Company in which shareholders immediately prior to the merger have the same
proportionate ownership of stock of the surviving corporation immediately after the merger;
(ii)
the public announcement (which, for purposes of this definition, shall include,
without limitation, a report filed pursuant to Section 13(d) of the Exchange Act) by the Company
or any Person that such Person has become the “beneficial owner” (as defined in Rule 13d-3
under the Exchange Act), directly or indirectly, of securities of the Company representing 50% or
more of the combined voting power of the Company’s then outstanding securities;
(iii)
the election to the Company’s board of directors of persons who constitute a
majority of the board of directors and who were not nominated for election by the then-current
board of directors, including, but not limited to, the occurrence of any transaction whereby
individuals who constitute the board of directors of the Company prior to the transaction cease for
any reason to constitute at least a majority thereof following the transaction; or

(iv)
the approval by the shareholders of the Company of a complete liquidation or
dissolution of the Company.
(f)
“Code” shall mean the Internal Revenue Code of 1986, as amended from time to time,
and any regulations promulgated thereunder.
(g)
“Committee” shall mean the Compensation Committee of the Board or any other
committee of the Board designated by the Board to administer the Plan. The Committee shall be
comprised of not less than such number of Directors as shall be required to permit Awards granted under
the Plan to qualify under Rule 16b-3 and Section 162(m), and each member of the Committee shall be a
“Non-Employee Director.”
(h)
“Company” shall mean Insignia Systems, Inc., a Minnesota corporation, including any
subsidiaries, and any successor corporation.
(i)

“Director” shall mean a member of the Board, including any Non-Employee Director.

(j)
“Eligible Person” shall mean any employee, officer, consultant, advisor or director
providing services to the Company or any Affiliate who the Committee determines to be an Eligible
Person. An Eligible Person must be a natural person.
(k)

“Exchange Act” shall mean the Securities Exchange Act of 1934, as amended.

(l)
“Fair Market Value” means the closing price for the common stock on the NASDAQ
Stock Market (including the NASDAQ National Market System) during a regular session trading for a
single trading day as reported for such day on www.nasdaq.com or such other source the Committee
deems reliable. The applicable trading day for determining Fair Market Value (1) in connection with the
grant of Awards shall be the date of grant and (2) otherwise shall be as determined by the Committee in
its sole discretion. If no reported price for the common stock exists on the NASDAQ Stock Market for
the applicable trading day, then such price shall be determined by the Committee as follows:
(i)
If the common stock is listed for trading on one of more national securities
exchanges, or is traded on the NASDAQ Stock Market, then the price shall be the last reported
sales price on such national securities exchange or the NASDAQ Stock Market, or if such
common stock shall not have been traded on such principal exchange on such date, the last
reported sales price on such principal exchange on the first day prior thereto on which such
common stock was so traded; or
(ii)
If the common stock is not listed for trading on a national securities exchange or
the NASDAQ Stock Market, but is traded in the over-the-counter market, including the
NASDAQ OTC Bulletin Board, then the price shall be the closing bid price for such common
stock, or if there is no closing bid price for such common stock on such date, the closing bid price
on the first day prior thereto on which such price existed; or
(iii)
If neither (i) nor (ii) is applicable, by any means fair and reasonable by the
Committee in good faith in the exercise of its reasonable discretion based upon a reasonable
application of a reasonable valuation method within the meaning of Code Section 409A and
treasury regulations or other authority promulgated thereunder, which determination shall be final
and binding on all parties.
(m)
“Incentive Stock Option” shall mean an option granted under Section 6(a) of the Plan that
is intended to qualify as an “incentive stock option” in accordance with the terms of Section 422 of the
Code or any successor provision.
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(n)
“Non-Employee Director” shall mean any Director who is a “non-employee director” as
defined under subparagraph (b)(3) of Rule 16b-3 and is an “outside director” within the meaning of
Section 162(m).
(o)
“Non-Qualified Stock Option” shall mean an option granted under Section 6(a) of the
Plan that is not an Incentive Stock Option.
(p)

“Option” shall mean an Incentive Stock Option or a Non-Qualified Stock Option.

(q)

“Other Stock Grant” shall mean any right granted under Section 6(e) of the Plan.

(r)

“Participant” shall mean an Eligible Person designated to be granted an Award under the

(s)

“Performance Award” shall mean any right granted under Section 6(d) of the Plan.

Plan.

(t)
“Performance Goal” shall mean one or more of the following performance goals, either
individually, alternatively or in any combination, applied on a corporate, subsidiary or business unit basis:
revenue, cash flow, gross profit, earnings before interest and taxes, earnings before interest, taxes,
depreciation and amortization, and net earnings, earnings per share, margins (including one or more of
gross, operating and net income margins), returns (including one or more of return on assets, equity,
investment, capital and revenue and total shareholder return), stock price, working capital, market share,
cost reductions, customer satisfaction, completion of key projects, and strategic plan development and
implementation. Such goals may reflect an absolute standard of entity or business unit performance or a
relative comparison to the performance of a peer group of entities or other external measure of the
selected performance criteria. Pursuant to rules and conditions adopted by the Committee on or before
the 90th day of the applicable performance period for which Performance Goals are established, the
Committee may appropriately adjust any evaluation of performance under such goals to exclude the effect
of certain events, including any of the following events: asset write-downs; litigation or claim judgments
or settlements; changes in tax law, accounting principles or other such laws or provisions affecting
reported results; severance, contract termination and other costs related to exiting certain business
activities; and gains or losses from the disposition of businesses or assets or from the early
extinguishment of debt.
(u)
“Person” shall mean any individual or entity, including a corporation, partnership, limited
liability company, association, joint venture or trust.
(v)
“Plan” shall mean the Insignia Systems, Inc. 2013 Omnibus Stock and Incentive Plan, as
amended from time to time, the provisions of which are set forth herein.
(w)

“Restricted Stock” shall mean any Share granted under Section 6(c) of the Plan.

(x)
“Restricted Stock Unit” shall mean any unit granted under Section 6(c) of the Plan
evidencing the right to receive a Share (or a cash payment equal to the Fair Market Value of a Share) at
some future date.
(y)
“Rule 16b-3” shall mean Rule 16b-3 promulgated by the Securities and Exchange
Commission under the Exchange Act, or any successor rule or regulation.
(z)
“Section 162(m)” shall mean Section 162(m) of the Code and the applicable Treasury
Regulations promulgated thereunder.
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(aa)
“Share” or “Shares” shall mean a share or shares of common stock, $.01 par value per
share, of the Company or such other securities or property as may become subject to Awards pursuant to
an adjustment made under Section 4(c) of the Plan.
(bb)
“Specified Employee”
Section 409A(a)(2)(B) of the Code.
(cc)
Section 3.

shall

mean

a

specified

employee

as

defined

in

“Stock Appreciation Right” shall mean any right granted under Section 6(b) of the Plan.
Administration

(a)
Power and Authority of the Committee. The Plan shall be administered by the
Committee. Subject to the express provisions of the Plan and to applicable law, the Committee shall have
full power and authority to: (i) designate Participants; (ii) determine the type or types of Awards to be
granted to each Participant under the Plan; (iii) determine the number of Shares to be covered by (or the
method by which payments or other rights are to be determined in connection with) each Award; (iv)
determine the terms and conditions of any Award or Award Agreement; (v) amend the terms and
conditions of any Award or Award Agreement and accelerate the exercisability of any Option or waive
any restrictions relating to any Award; (vi) determine whether, to what extent and under what
circumstances Awards may be exercised in cash, Shares, other securities or other Awards, or canceled,
forfeited or suspended; (vii) determine whether, to what extent and under what circumstances cash,
Shares, other securities or other Awards and other amounts payable with respect to an Award under the
Plan shall be deferred either automatically or at the election of the holder thereof or the Committee; (viii)
interpret and administer the Plan and any instrument or agreement, including any Award Agreement,
relating to the Plan; (ix) establish, amend, suspend or waive such rules and regulations and appoint such
agents as it shall deem appropriate for the proper administration of the Plan; and (x) make any other
determination and take any other action that the Committee deems necessary or desirable for the
administration of the Plan. Unless otherwise expressly provided in the Plan, all designations,
determinations, interpretations and other decisions under or with respect to the Plan or any Award or
Award Agreement shall be within the sole discretion of the Committee, may be made at any time and
shall be final, conclusive and binding upon any Eligible Person and any holder or beneficiary of any
Award.
(b)
Delegation of Authority. The Committee may delegate all or any part of its authority
under this Plan to: (i) one or more subcommittees which may consist solely of Non-Employee Directors
and (ii) persons who are not non-employee directors for purposes of determining and administering
Awards solely to Employees who are not then subject to the reporting requirements of Section 16 of the
Exchange Act, provided, however, that the Committee shall not delegate its authority to amend or modify
the Plan pursuant to the provisions of Section 7.
(c)
Indemnification. To the full extent permitted by law, each member and former member
of the Committee and each person to whom the Committee delegates or has delegated authority under this
Plan shall be entitled to indemnification by the Company against and from any loss, liability, judgment,
damages, cost and reasonable expense incurred by such member, former member or other person by
reason of any action taken, failure to act or determination made in good faith under or with respect to this
Plan.
(d)
Evidence of Awards. Awards granted under the Plan shall be evidenced by a written
instrument, an Award Agreement, that shall contain such terms, conditions, limitations and restrictions as
the Committee shall deem advisable and are not inconsistent with the Plan.
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Section 4.

Shares Available for Awards

(a)
Shares Available. Subject to adjustment as provided in Section 4(c) of the Plan, the
aggregate number of Shares that may be issued under the Plan shall be 1,100,000.
(b)
Accounting for Awards. For purposes of this Section 4, if an Award entitles the holder
thereof to receive or purchase Shares, the number of Shares covered by such Award or to which such
Award relates shall be counted on the date of grant of such Award against the aggregate number of Shares
available for granting Awards under the Plan. If an Award terminates or is forfeited or cancelled without
the issuance of any Shares, or if any Shares covered by an Award or to which an Award relates are not
issued for any other reason, then the number of Shares counted against the aggregate number of Shares
available under the Plan with respect to such Award, to the extent of any such termination, forfeiture,
cancellation or other event, shall again be available for granting Awards under the Plan. If Shares of
Restricted Stock are forfeited or otherwise reacquired by the Company prior to vesting, whether or not
dividends have been paid on such Shares, then the number of Shares counted against the aggregate
number of Shares available under the Plan with respect to such Award of Restricted Stock, to the extent
of any such forfeiture or reacquisition by the Company, shall again be available for granting Awards
under the Plan. Shares that are withheld in full or partial payment to the Company of the purchase or
exercise price relating to an Award or in connection with the satisfaction of tax obligations relating to an
Award (other than an Incentive Stock Option) shall again be available for granting Awards under the
Plan. Any previously issued Shares that are used by a Participant as full or partial payment to the
Company of the purchase or exercise price relating to an Award or in connection with the satisfaction of
tax obligations relating to an Award shall again be available for granting Awards under the Plan.
(c)
Adjustments. If a Participant exercises or receives all or any portion of an Award
subsequent to any change in the number of outstanding common stock of the Company occurring by
reason of any stock dividend, split, reverse split, reclassification, combination, exchange of common
stock or other similar recapitalization of the Company, there shall be an appropriate adjustment to the
number of shares of common stock underlying the Award and, where applicable, to the per unit exercise
price of the Award so that the Participant shall then receive for the aggregate price paid by him or her on
such exercise of an Option or termination of restrictions for any Restricted Stock or Restricted Stock Unit
all shares of common stock subject to the Award to the same extent prior to such stock dividend, split,
reverse split or other similar recapitalization. No adjustment shall be made under this Section upon the
issuance by the Company of any warrants, rights or options to acquire additional common stock or of
securities convertible into common stock unless such warrants, rights, options or convertible securities are
issued to all shareholders of the Company on a proportionate basis.
(d)

Award Limitations Under the Plan.

(i)
Section 162(m) Limitation for Certain Types of Awards. No Eligible Person may
be granted Options, Stock Appreciation Rights or any other Award or Awards under the Plan, the
value of which Award or Awards is based solely on an increase in the value of the Shares after
the date of grant of such Award or Awards, for more than 500,000 Shares (subject to adjustment
as provided in Section 4(c) of the Plan) in the aggregate in any taxable year.
(ii)
Section 162(m) Limitation for Performance Awards. If a Participant is a
“covered employee” as defined under Section 162(m) (a “Covered Employee”) for any taxable
year of the Participant in which a Performance Award (or portion thereof) is payable to the
Participant, the maximum amount payable in the aggregate to the Participant during that year
pursuant to all Performance Awards, shall be $1,000,000 in value, whether payable in cash,
Shares or other property; and such amount shall be increased annually (as of each January 1st
after the effective date of the Plan) at a fixed percentage rate of 5% (the “Annual Performance
Award Limit”). The Annual Performance Award Limit does not apply to any Award subject to
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the limitation contained in Section 4(d)(i) of the Plan. Further, the Annual Performance Award
Limit applies only to Performance Awards granted under this Plan. Any limitations on awards
granted to the Participant under any other executive incentive plan maintained by the Company (a
“Non-Plan Award”) will be governed solely by the terms of such other plan; provided, however,
that, if any amount is payable to the Participant during a given year under a Non-Plan Award that
is subject to Code Section 409A, and the terms of the Non-Plan Award permit or require the
Company or any Affiliate (or its delegate) to delay beyond that year the payment of any portion
of such Non-Plan Award to comply with Section 162(m), the Company shall cause payment of
such portion to be delayed for that purpose.
If the Committee reasonably anticipates, on or before any date on which a Performance Award
(or portion thereof) is payable to a Participant, that the Participant will be a Covered Employee
for the taxable year in which that amount is payable, the Committee will apply the Annual
Performance Award Limit to that amount and any other Performance Award amount otherwise
payable to the Participant during that year; provided, however, that if the Committee determines
at any later time during the year that the Participant is not a Covered Employee for that year, due
to a termination of employment or for any other reason, the Committee will direct payment to the
Participant of any portion of a Performance Award or Performance Awards that would have been
payable during that year or any prior year, but was deferred to comply with the Annual
Performance Award Limit, as set forth in this Section 4(d)(ii); and such payment of deferred
Performance Award amounts shall be made no later than the last day of the Participant’s first
taxable year for which the Participant is not a Covered Employee, unless that payment is delayed
beyond that year under Section 7(b) of this Plan, to the extent permitted by or as required to
comply with Code Section 409A.
(iii)
Plan Limitation on Restricted Stock, Restricted Stock Units and Other Stock
Grants. No more than 500,000 Shares, subject to adjustment as provided in Section 4(c) of the
Plan, shall be available under the Plan for issuance pursuant to grants of Restricted Stock,
Restricted Stock Units and Other Stock Grants; provided, however, that if any Awards of
Restricted Stock Units terminate or are forfeited or cancelled without the issuance of any Shares
or if Shares of Restricted Stock are forfeited or otherwise reacquired by the Company prior to
vesting, whether or not dividends have been paid on such Shares, then the Shares subject to such
termination, forfeiture, cancellation or reacquisition by the Company shall again be available for
grants of Restricted Stock, Restricted Stock Units and Other Stock Grants for purposes of this
limitation on grants of such Awards.
(iv)
Limitation on Awards Granted to Non-Employee Directors. Directors who are
not also employees of the Company or an Affiliate may not be granted Awards in the aggregate
for more than 25% of the Shares available for Awards under the Plan, subject to adjustment as
provided in Section 4(c) of the Plan.
(v)
Limitation on Incentive Stock Options. The number of Shares available for
granting Incentive Stock Options under the Plan shall not exceed 5,000,000, subject to adjustment
as provided in Section 4(c) of the Plan and subject to the provisions of Section 422 or 424 of the
Code or any successor provision.
Section 5.

Eligibility

Any Eligible Person shall be eligible to be designated a Participant, so long as: (a) Awards are not
made to such Persons in connection with the offer and sale of the Company’s securities in a capitalraising transaction, and (b) such Persons do not directly or indirectly promote or maintain a market for the
Company’s securities. In determining which Eligible Persons shall receive an Award and the terms of
any Award, the Committee may take into account the nature of the services rendered by the respective
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Eligible Persons, their present and potential contributions to the success of the Company or such other
factors as the Committee, in its discretion, shall deem relevant. Notwithstanding the foregoing, an
Incentive Stock Option may only be granted to full-time or part-time employees (which term as used
herein includes, without limitation, officers and Directors who are also employees), and an Incentive
Stock Option shall not be granted to an employee of an Affiliate unless such Affiliate is also a “subsidiary
corporation” of the Company within the meaning of Section 424(f) of the Code or any successor
provision.
Section 6.

Awards

(a)
Options. The Committee is hereby authorized to grant Options to Eligible Persons with
the following terms and conditions and with such additional terms and conditions not inconsistent with
the provisions of the Plan as the Committee shall determine:
(i)
Exercise Price. The purchase price per Share purchasable under an Option shall
be determined by the Committee; provided, however, that such purchase price shall not be less
than 100% of the Fair Market Value of a Share on the date of grant of such Option.
(ii)
Option Term; Vesting. The term of each Option shall be fixed by the Committee
at the time of grant, but shall not be longer than 10 years (except as provided in Section 6(a)(iv))
from the date of grant. In addition, the Committee may adopt a policy regarding standard vesting
terms for Option grants, or if one is not adopted or inapplicable, vesting terms shall be fixed by
the Committee at the time of grant.
(iii)
Time and Method of Exercise. The Committee shall determine the time or times
at which an Option may be exercised in whole or in part and the method or methods by which,
and the form or forms (which may include, without limitation, cash, or cashless exercise, having a
Fair Market Value on the exercise date equal to the applicable exercise price) in which, payment
of the exercise price with respect thereto may be made or deemed to have been made. Unless
otherwise provided in the agreement evidencing the Option, any Non-Qualified Option may be
exercised by instructing the Company to withhold from the Shares issuable upon exercise of the
Option Shares in payment of all or any part of the exercise price and/or any related withholding
obligations consistent with Section 8, which Shares shall be valued for this purpose at their Fair
Market Value or in such other manner as may be authorized from time to time by the Committee.
(iv)
Restrictions. In addition to the foregoing provisions of this Section 6, Options
that are intended to constitute Incentive Stock Options shall be subject to the following additional
provisions of this Section 6(a)(iv).
A.
Eligible Participants. Incentive Stock Options may be granted only to persons
who are employees of the Company or an Affiliate.
B.
Limit on Exercisability. The aggregate Fair Market Value (determined at the
time the Option is granted) of the shares of Common Stock with respect to which
Incentive Stock Options are exercisable by the Participant for the first time during any
calendar year, under this Plan or any other plan of the Company or any Affiliate, shall not
exceed $100,000. To the extent an Incentive Stock Option exceeds this $100,000 limit,
the portion of the Incentive Stock Option in excess of such limit shall be deemed a NonStatutory Option.
C.
Limit on Term. Subject to the provisions of Section 6(a)(iv)(D), an Incentive
Stock Option shall not be exercisable more than ten (10) years after the date on which it
is granted.
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D.
Restrictions for Certain Shareholders. The purchase price of shares of common
stock that are subject to an Incentive Stock Option granted to an employee of the
Company or any Affiliate who, at the time such Option is granted, owns 10% or more of
the total combined voting power of all classes of stock of the Company or of any
Affiliate, shall not be less than 110% of the Fair Market Value of such shares on the date
such Option is granted, and such Option may not be exercisable more than five (5) years
after the date on which it is granted. For the purposes of this subparagraph, the rules of
Section 424(d) of the Code shall apply in determining the stock ownership of any
employee of the Company or any Affiliate.
(v)
Payment of Exercise Price. The exercise price for Shares purchased under an
Option shall be paid in full to 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, which forms may include:
(a) cash; (b) check or wire transfer; (c) tendering Shares already owned by the Participant,
provided that the Shares have been held for the minimum period required by applicable
accounting rules to avoid a charge to the Company’s earnings for financial reporting purposes or
were not acquired from the Company as compensation; (d) to the extent permitted by applicable
law, delivery of a properly executed exercise notice, together with irrevocable instructions to a
brokerage firm designated 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 withholding tax
obligations that may arise in connection with the exercise, all in accordance with the regulations
of the Federal Reserve Board; or (e) such other consideration as the Committee may permit in its
sole discretion.
(vi)
Cashless Exercise. The Committee, in its sole discretion, may also permit the
“cashless exercise” of an Option. In the event of a cashless exercise, the Participant shall
surrender the Option to the Company, and the Company shall issue the Participant the number of
Shares determined as follows:
X = Y (A-B) /A where:
X = the number of Shares to be issued to the Participant.
Y = the number of Shares with respect to which the Option is being exercised.
A = the Fair Market Value on the date of exercise.
B = the Option exercise price.
(b)
Stock Appreciation Rights. The Committee is hereby authorized to grant Stock
Appreciation Rights to Eligible Persons subject to the terms of the Plan and any applicable Award
Agreement. A Stock Appreciation Right granted under the Plan shall confer on the holder thereof a right
to receive upon exercise thereof the excess of (i) the Fair Market Value of one Share on the date of
exercise (or, if the Committee shall so determine, at any time during a specified period before or after the
date of exercise) over (ii) the grant price of the Stock Appreciation Right as determined by the
Committee, which grant price shall not be less than 100% of the Fair Market Value of one Share on the
date of grant of the Stock Appreciation Right. Subject to the terms of the Plan, the grant price, term,
methods of exercise, dates of exercise, methods of settlement and any other terms and conditions
(including conditions or restrictions on the exercise thereof) of any Stock Appreciation Right shall be as
determined by the Committee.
(c)
Restricted Stock and Restricted Stock Units. The Committee is hereby authorized to
grant Restricted Stock and Restricted Stock Units to Eligible Persons with the following terms and
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conditions and with such additional terms and conditions not inconsistent with the provisions of the Plan
as the Committee shall determine:
(i)
Restrictions. Shares of Restricted Stock and Restricted Stock Units shall be
subject to such restrictions as the Committee may impose (including, without limitation, any
limitation on the right to vote a Share of Restricted Stock or the right to receive any dividend or
other right or property with respect thereto), which restrictions may lapse separately or in
combination at such time or times, in such installments or otherwise as the Committee may deem
appropriate. The Committee may adopt a policy regarding standard vesting terms for Restricted
Stock and Restricted Stock Units grants, or if one is not adopted or inapplicable, vesting terms
shall be fixed by the Committee at the time of grant. In addition, the Committee may permit
acceleration of vesting of such Awards in the event of the Participant’s death, disability or
retirement or a Change in Control of the Company.
(ii)
Issuance and Delivery of Shares. Any Restricted Stock granted under the Plan
shall be issued at the time such Awards are granted and may be evidenced in such manner as the
Committee may deem appropriate, which shall be, unless otherwise required by law or the Award
Agreement by book-entry registration, but may be by issuance of a stock certificate or
certificates, which certificate or certificates shall be held by the Company. Such certificate or
certificates shall be registered in the name of the Participant and shall bear an appropriate legend
referring to the restrictions applicable to such Restricted Stock. Shares representing Restricted
Stock that is no longer subject to restrictions shall be delivered to the Participant promptly after
the applicable restrictions lapse or are waived. In the case of Restricted Stock Units, no Shares
shall be issued at the time such Awards are granted. Upon the lapse or waiver of restrictions and
the restricted period relating to Restricted Stock Units evidencing the right to receive Shares, such
Shares shall be issued and delivered to the holder of the Restricted Stock Units.
(iii)
Forfeiture. Except as otherwise determined by the Committee, upon a
Participant’s termination of employment or resignation or removal as a Director (in either case, as
determined under criteria established by the Committee) during the applicable restriction period,
all Shares of Restricted Stock and Restricted Stock Units held by the Participant at such time
subject to restriction shall be forfeited and reacquired by the Company; provided, however, that
the Committee may, when it finds that a waiver would be in the best interest of the Company,
waive in whole or in part any or all remaining restrictions with respect to Shares of Restricted
Stock or Restricted Stock Units.
(iv)
Except as otherwise provided in Section 6(f)(viii), any Award Agreement
granting Restricted Stock Units shall contain provisions that are intended to allow the Restricted
Stock Units to satisfy the requirements of (or be exempt from) Code Section 409A and any
applicable provisions of Section 6(f)(viii) of this Plan.
(d)
Performance Awards. The Committee is hereby authorized to grant to Eligible Persons
Performance Awards which are intended to be “qualified performance-based compensation” within the
meaning of Section 162(m). A Performance Award granted under the Plan may be payable in cash or in
Shares (including, without limitation, Restricted Stock). Performance Awards shall, to the extent required
by Section 162(m), be conditioned solely on the achievement of one or more objective Performance
Goals, and such Performance Goals shall be established by the Committee within the time period
prescribed by, and shall otherwise comply with the requirements of, Section 162(m). Subject to the terms
of the Plan and any applicable Award Agreement, the Performance Goals to be achieved during any
performance period, the length of any performance period, the amount of any Performance Award
granted, the amount of any payment or transfer to be made pursuant to any Performance Award and any
other terms and conditions of any Performance Award shall be determined by the Committee. The
Committee shall also certify in writing that such Performance Goals have been met prior to payment of
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the Performance Awards to the extent required by Section 162(m). Except as otherwise provided in
Section 6(f)(viii), any Award Agreement granting a Performance Award shall contain provisions that are
intended to allow the Performance Award to satisfy the requirements of (or be exempt from) Code
Section 409A and any applicable provisions of Section 6(f)(viii) of this Plan.
(e)
Other Stock Grants. The Committee is hereby authorized, subject to the terms of the
Plan, to grant to Eligible Persons Shares without restrictions thereon as are deemed by the Committee to
be consistent with the purpose of the Plan. Subject to the terms of the Plan and any applicable Award
Agreement, such Other Stock Grant may have such terms and conditions as the Committee shall
determine.
(f)

General.

(i)
Consideration for Awards. Awards may be granted for no cash consideration, or
for any cash or other consideration as determined by the Committee or required by applicable
law.
(ii)
Awards May Be Granted Separately or Together. Awards may, in the discretion
of the Committee, be granted either alone or in addition to, in tandem with or in substitution for
any other Award or any award granted under any other plan of the Company or any Affiliate.
Awards granted in addition to or in tandem with other Awards or in addition to or in tandem with
awards granted under any such other plan of the Company or any Affiliate may be granted either
at the same time as or at a different time from the grant of such other Awards or awards.
(iii)
Forms of Payment under Awards. Subject to the terms of the Plan, including
Section 6(a)(v), and of any applicable Award Agreement, payments or transfers to be made by the
Company or an Affiliate upon the grant, exercise or payment of an Award shall be made in such
form or forms as the Committee shall determine, including, without limitation: cash, Shares, other
securities, other Awards or any combination thereof; and shall be made in a single payment, in
each case in accordance with rules and procedures established by the Committee. Except as
otherwise provided in Section 6(f)(viii), any change in the timing of payment of an Award shall
satisfy the requirements of (or be exempt from) Code Section 409A and any applicable provisions
of Section 6(f)(viii) of this Plan.
(iv)
Limits on Transfer of Awards. Except as otherwise provided by the Committee
or the terms of this Plan, no Award (other than Shares that are not Restricted Stock), and no right
under any such Award, shall be transferable by a Participant either (A) for any consideration or
(B) without consideration other than by will or by the laws of descent and distribution. The
Committee may establish procedures as it deems appropriate for a Participant to designate a
Person or Persons, as beneficiary or beneficiaries, to exercise the rights of the Participant and
receive any property distributable with respect to any Award in the event of the Participant’s
death. Each Option, Stock Appreciation Right or right under any other Award shall be
exercisable during the Participant’s lifetime only by the Participant (except as provided herein or
in an Award Agreement or amendment thereto relating to a Non-Qualified Stock Option) or, if
permissible under applicable law, by the Participant’s guardian or legal representative. No
Award or right under any such Award may be pledged, alienated, attached or otherwise
encumbered, and any purported pledge, alienation, attachment or encumbrance thereof shall be
void and unenforceable against the Company or any Affiliate; provided, however, that this
sentence shall apply to an Other Stock Grant only to the extent provided under the terms of the
Award Agreement for the Other Stock Grant.
(v)
Term of Awards. Subject to earlier termination in accordance with the terms of
the Plan and the instrument evidencing the Award, the maximum term of an Award shall be as
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established for that Award by the Committee, which shall not be more than ten years from the
date of grant, or, if not so established, shall be ten (10) years from the date of grant.
(vi)
Restrictions; Securities Exchange Listing. All Shares or other securities
delivered under the Plan pursuant to any Award or the exercise thereof shall be subject to such
stop transfer orders and other restrictions as the Committee may deem advisable under the Plan,
applicable federal or state securities laws and regulatory requirements, and the Committee may
direct appropriate stop transfer orders and cause other legends to be placed on the certificates for
such Shares or other securities to reflect such restrictions. If the Shares or other securities are
traded on a securities exchange, the Company shall not be required to deliver any Shares or other
securities covered by an Award unless and until such Shares or other securities have been and
continue to be admitted for trading on such securities exchange.
(vii)
Prohibition on Repricing. Except as provided in Section 4(c) of the Plan, no
Option or Stock Appreciation Right may be amended to reduce its initial exercise or grant price
and no Option or Stock Appreciation Right shall be canceled, exchanged and replaced with
Options or Stock Appreciation Rights or other Awards having a lower exercise or grant price,
without the prior approval of the shareholders of the Company.
(viii) Code Section 409A Provisions. Notwithstanding anything in the Plan or any
Award Agreement to the contrary, to the extent that any amount or benefit that constitutes
“deferred compensation” to a Participant under Section 409A of the Code and applicable
guidance thereunder is otherwise payable or distributable to a Participant under the Plan or any
Award Agreement solely by reason of the occurrence of a Change in Control or due to the
Participant’s disability or separation from service, such amount or benefit will not be payable or
distributable to the Participant by reason of such circumstance unless the Committee determines
in good faith that (A) the circumstances giving rise to such Change in Control, disability or
separation from service meet the definition of a change in ownership or control, disability or
separation from service, as the case may be, in Section 409A(a)(2)(A) of the Code; or (B) the
payment or distribution of such amount or benefit would be exempt from the application of
Section 409A of the Code by reason of the short-term deferral exemption or otherwise. Any
payment or distribution that otherwise would be made to a Participant who is a Specified
Employee (as determined by the Committee in good faith) on account of separation from service
may not be made before the date which is six (6) months after the date of the Specified
Employee’s separation from service unless the payment or distribution is exempt from the
application of Section 409A of the Code by reason of the short-term deferral exemption or
otherwise.
Notwithstanding the foregoing provisions of this Section 6(f)(viii), Award
Agreements may be written or amended in a manner that does not satisfy the requirements of
Code Section 409A (or any exemption therefrom), but only if and to the extent that the
Committee specifically provides in written resolutions that the Award Agreement or amendment
is not intended to comply with Code Section 409A.
(ix)
Book-entry registration. Any Awards granted under the Plan may be evidenced
in such manner as the Committee may deem appropriate, but shall, unless otherwise required or
specified by the applicable Award Agreement or applicable law, be evidenced through book-entry
registration.
(x)
Death of Participant. Upon the death of a Participant, an Award, or any portion
thereof, may be exercised to the extent the Participant was entitled to do so at the time of the
Participant’s death, by his or her executor or administrator or other person entitled by law to the
Participant’s rights under the Award, at any time within one year subsequent to the date of death.
The Award shall automatically expire one (1) year after the Participant’s death to the extent not
exercised.
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(xi)
Disability of Participant. If a Participant is an employee of the Company, and if
the Participant’s employment is terminated due to his or her disability, the Participant may, within
one year of such termination, exercise any unexercised portion of an Award to the extent he or
she was entitled to do so at the time of such termination. The Award shall automatically expire
one (1) year after such termination to the extent not exercised.
(xii)
Other Termination of Employment. If a Participant is an employee of the
Company, and if the Participant’s employment is terminated other than by death, disability, or
conduct which is contrary to the best interests of his or her employer, the Participant may, within
90 days of such termination, exercise any unexercised portion of an Award to the extent he or she
was entitled to do so at the time of such termination. The Award shall automatically expire 90
days after such termination to the extent not exercised. If the Participant’s employment is
terminated by his or her employer for conduct which is contrary to the best interests of his or her
employer, or if the Participant violates any written nondisclosure agreement with his or her
employer, as determined in either case by the Participant’s employer in its sole discretion, the
unexercised portion of the Participant’s Award shall automatically expire at the time of
termination. Inter-company transfers and approved leaves of absence for up to 90 days shall not
be considered termination of employment.
Section 7.

Amendment and Termination; Adjustments

(a)
Amendments to 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; provided,
however, that, to the extent required by applicable law, regulation or rule, including, but not limited to the
rules and regulations of the NASDAQ Stock Market, shareholder approval shall be required for any
amendment, suspension, or termination to the Plan.
(b)
Amendments to Awards. The Committee may waive any conditions of or rights of the
Company under any outstanding Award, prospectively or retroactively. Except as otherwise provided by
the terms of the Plan, including, without limitation, Section 9(g), or an Award Agreement, the Committee
may not amend, alter, suspend, discontinue or terminate any outstanding Award, prospectively or
retroactively, if such action would adversely affect the rights of the holder of such Award, without the
consent of the Participant or holder or beneficiary thereof. The Company intends that Awards under the
Plan shall satisfy the requirements of Section 409A of the Code to avoid any adverse tax results
thereunder and the Committee shall administer and interpret the Plan and all Award Agreements in a
manner consistent with that intent. In this regard, if any provision of the Plan or an Award Agreement
would result in adverse tax consequences under Section 409A of the Code, the Committee may amend
that provision (or take any other action reasonably necessary) to avoid any adverse tax results and no
action taken to comply with Section 409A of the Code shall be deemed to impair or otherwise adversely
affect the rights of any holder of an Award or beneficiary thereof.
(c)
Correction of Defects, Omissions and Inconsistencies. The Committee may correct any
defect, supply any omission or reconcile any inconsistency in the Plan or in any Award or Award
Agreement in the manner and to the extent it shall deem desirable to implement or maintain the
effectiveness of the Plan.
Section 8.

Income Tax Withholding

In order to comply with all applicable federal, state, local or foreign income tax laws or
regulations, the Company may take such action as it deems appropriate to ensure that all applicable
federal, state, local or foreign payroll, withholding, income or other taxes, which are the sole and absolute
responsibility of a Participant, are withheld or collected from such Participant. In order to assist a
Participant in paying all or a portion of applicable taxes to be withheld or collected upon exercise or
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receipt of (or the lapse of restrictions relating to) an Award, the Committee, in its discretion and subject to
such additional terms and conditions as it may adopt, may permit the Participant to satisfy such tax
obligation by (i) electing to have the Company withhold a portion of the Shares otherwise to be delivered
upon exercise or receipt of (or the lapse of restrictions relating to) such Award with a Fair Market Value
equal to the amount of such taxes or (ii) delivering to the Company Shares other than Shares issuable
upon exercise or receipt of (or the lapse of restrictions relating to) such Award with a Fair Market Value
equal to the amount of such taxes.
Section 9.

General Provisions

(a)
No Rights to Awards. No Eligible Person or other Person shall have any claim to be
granted any Award under the Plan, and there is no obligation for uniformity of treatment of Eligible
Persons or holders or beneficiaries of Awards under the Plan. The terms and conditions of Awards need
not be the same with respect to any Participant or with respect to different Participants.
(b)
Award Agreements. No Participant will have rights under an Award granted to such
Participant unless and until an Award Agreement shall have been duly executed on behalf of the
Company and, if requested by the Company, signed by the Participant.
(c)
Plan Provisions Control. In the event that any provision of an Award Agreement
conflicts with or is inconsistent in any respect with the terms of the Plan as set forth herein or
subsequently amended, the terms of the Plan shall control.
(d)
No Rights of Shareholders. Unless otherwise provided by the Committee or in the
instrument evidencing the Award or in any other written agreement between a Participant and the
Company, no Award shall entitle the Participant to any 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.
(e)
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 of 1933, as amended, 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.
As further set forth under Section 6(f)(ix), to the extent the Plan or any instrument evidencing an
Award provides for issuance of stock certificates to reflect the issuance of Shares, the issuance shall be
effected on a non-certificated basis, to the extent not prohibited by applicable law or the applicable rules
of any stock exchange.
(f)
No Limit on Other Compensation Arrangements. Nothing contained in the Plan shall
prevent the Company or any Affiliate from adopting or continuing in effect other or additional
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compensation arrangements, and such arrangements may be either generally applicable or applicable only
in specific cases.
(g)
Change in Control. Notwithstanding anything to the contrary set forth in the Plan, upon
any Change in Control, the Committee may, in its sole and absolute discretion and without the need for
the consent of any Participant, take one or more of the following actions contingent upon the occurrence
of that Change in Control:
(i) cause any or all outstanding Awards to become vested and immediately exercisable (as
applicable), in whole or in part;
(ii) cause any outstanding Option to become fully vested and immediately exercisable for a
reasonable period in advance of the Change in Control and, to the extent not exercised prior to
that Change in Control, cancel that Option upon closing of the Change in Control;
(iii) cancel any unvested Award or unvested portion thereof, with or without consideration;
(iv) cancel any Award in exchange for a substitute award;
(v) redeem any Restricted Stock or Restricted Stock Unit for cash and/or other substitute
consideration with value equal to Fair Market Value of an unrestricted Share on the date of the
Change in Control;
(vi) cancel any Option in exchange for cash and/or other substitute consideration with a value
equal to: (A) the number of Shares subject to that Option, multiplied by (B) the difference, if any,
between the Fair Market Value per Share on the date of the Change in Control and the exercise
price of that Option; provided, that if the Fair Market Value per Share on the date of the Change
in Control does not exceed the exercise price of any such Option, the Committee may cancel that
Option without any payment of consideration therefor;
(vii) take such other action as the Committee shall determine to be reasonable under the
circumstances; and/or
(viii) notwithstanding any provision of this Section 9(g), in the case of any Award subject to
Section 409A of the Code, such Award shall vest and be distributed only in accordance with the
terms of the applicable Award Agreement and the Committee shall only be permitted to use
discretion to the extent that such discretion would be permitted under Section 409A of the Code.
In the discretion of the Committee, any cash or substitute consideration payable upon
cancellation of an Award may be subjected to (i) vesting terms substantially identical to those that applied
to the cancelled Award immediately prior to the Change in Control, or (ii) earn-out, escrow, holdback or
similar arrangements, to the extent such arrangements are applicable to any consideration paid to
shareholders in connection with the Change in Control.
(h)
No Right to Employment. The grant of an Award shall not be construed as giving a
Participant the right to be retained as an employee of the Company or any Affiliate, or a Director to be
retained as a Director, nor will it affect in any way the right of the Company or an Affiliate to terminate a
Participant’s employment at any time, with or without cause. In addition, the Company or an Affiliate
may at any time dismiss a Participant from employment free from any liability or any claim under the
Plan or any Award, unless otherwise expressly provided in the Plan or in any Award Agreement.
(i)
Successors and Assigns. 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
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result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or substantially all the
business and/or assets of the Company.
(j)
Governing Law. The validity, construction and effect of the Plan or any Award, and any
rules and regulations relating to the Plan or any Award, shall be determined in accordance with the
internal laws, and not the law of conflicts, of the State of Minnesota.
(k)
Severability. If any provision of the Plan or any Award is or becomes or is deemed to be
invalid, illegal or unenforceable in any jurisdiction 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
determination of the Committee, materially altering the purpose or intent of the Plan or the Award, such
provision shall be stricken as to such jurisdiction or Award, and the remainder of the Plan or any such
Award shall remain in full force and effect.
(l)
No Trust or Fund Created. Neither the Plan nor any Award shall create or be construed
to create a trust or separate fund of any kind or a fiduciary relationship between the Company or any
Affiliate and an Eligible Person or any other Person. To the extent that any Person acquires a right to
receive payments from the Company or any Affiliate pursuant to an Award, such right shall be no greater
than the right of any unsecured general creditor of the Company or any Affiliate.
(m)
No Fractional Shares. No fractional Shares shall be issued or delivered pursuant to the
Plan or any Award, and the Committee shall determine whether cash shall be paid in lieu of any fractional
Shares or whether such fractional Shares or any rights thereto shall be canceled, terminated or otherwise
eliminated.
(n)
Headings. Headings are given to the Sections and subsections of the Plan or any Award
Agreement solely as a convenience to facilitate reference. Such headings shall not be deemed in any way
material or relevant to the construction or interpretation of the Plan or any provision thereof.
(o)
Code Interpretation. Each reference in the Plan to a section of the Code will be
interpreted to include the section itself, any successor provision thereto, the Treasury regulations
thereunder (or under a successor provision), and all applicable administrative or judicial guidance relating
thereto.
Section 10.

Effective Date of the Plan

The Plan became effective on February 26, 2013, upon its adoption by the Board, subject to the
approval of the shareholders of the Company at the annual meeting of shareholders of the Company held
on May 22, 2013.
Section 11.

Term of the Plan

The Plan shall terminate at midnight on February 26, 2023, unless terminated before then by the
Board. Awards may be granted under the Plan until the Plan terminates or until all Shares available for
Awards under the Plan have been purchased or acquired; provided, however, that Incentive Stock Options
may not be granted following the 10-year anniversary of the Board’s adoption of the Plan on February 26,
2013. The Plan shall remain in effect as long as any Awards are outstanding.
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Exhibit 31
CERTIFICATION OF PRINCIPAL EXECUTIVE AND FINANCIAL OFFICER
I, John C. Gonsior, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Insignia Systems, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;
4. I am responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant is made known to us by others within the registrant, particularly during the period in
which this report is being prepared; and
b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles; and
c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting;
5. I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing
the equivalent functions):
a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and
b) Any fraud, whether or not material, that involves management or other employees who
have a significant role in the registrant's internal controls over financial reporting.

Date: July 30, 2015

/s/ John C. Gonsior
John C. Gonsior
President and Chief Financial Officer
(principal executive and financial officer)

Exhibit 32
SECTION 1350 CERTIFICATION
The undersigned certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to § 906 of the SarbanesOxley Act of 2002, that:
(1) The accompanying Quarterly Report on Form 10-Q for the period ended June 30, 2015, fully complies
with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the accompanying Quarterly Report fairly presents, in all material
respects, the financial condition and results of operations of the Company.

Date: July 30, 2015

/s/ John C. Gonsior
John C. Gonsior
President and Chief Financial Officer
(principal executive and financial officer)

