
 
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C.  20549

 
SCHEDULE 14A

(Rule 14a-101)
 

INFORMATION REQUIRED IN PROXY STATEMENT
 

SCHEDULE 14A INFORMATION
 

Proxy Statement Pursuant to Section 14(a) of the Securities Exchange Act of 1934
 
Filed by the Registrant    x
Filed by a Party other than the Registrant    
 
Check the appropriate box:
¨ Preliminary Proxy Statement
¨ Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
x Definitive Proxy Statement
¨ Definitive Additional Materials
¨ Soliciting Material Pursuant to §240.14a-12
 

CHINANET ONLINE HOLDINGS, INC.
(Name of Registrant as Specified in Its Charter)

 
(Name of Person(s) Filing Proxy Statement, if Other Than the Registrant)

 
Payment of Filing Fee (Check the appropriate box):

x           No fee required.
 ̈          Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

 
(1)          Title of each class of securities to which transaction applies:
 

(2)          Aggregate number of securities to which transaction applies:
 

 (3)         Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the amount on which the
filing fee is calculated and state how it was determined):
 

(4)          Proposed maximum aggregate value of transaction:

(5)          Total fee paid:
 ̈          Fee paid previously with preliminary materials:

 ̈          Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee was
paid previously.  Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

(1)          Amount Previously Paid:
 

(2)          Form, Schedule or Registration Statement No.:

(3)          Filing Party:

(4)          Date Filed:
 

 
 



 
 

CHINANET ONLINE HOLDINGS, INC.
 

No. 3 Min Zhuang Road, Building 6
Yu Quan Hui Gu Tuspark, Haidian District

Beijing, PRC 100195
 

 
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

to be held on June 15, 2011
 

 
TO THE STOCKHOLDERS OF CHINANET ONLINE HOLDINGS, INC.:
 

The Annual Meeting of the stockholders of ChinaNet Online Holdings, Inc., a Nevada corporation (the “Company”), will be held on June 15, 2011,
at 2:00 p.m. local time, at No. 3 Min Zhuang Road, Building 6, Yu Quan Hui Gu Tuspark, Haidian District, Beijing, PRC 100195, for the following purposes:
 
 1. To elect five directors;
 
 2. To ratify the appointment of Marcum Bernstein & Pinchuk LLP, as the Company’s independent accountants, for the fiscal year ending December 31,

2011;
 
 3. To adopt the ChinaNet Online Holdings, Inc. 2011 Omnibus Securities and Incentive Plan; and
 
 4. To transact any other business as may properly be presented at the Annual Meeting or any adjournment thereof.
 

A proxy statement, providing information, and a form of proxy to vote, with respect to the foregoing matters accompany this notice.

 By Order of the Board of Directors,
  
 /s/ Handong Cheng
 Handong Cheng
 Chairman of the Board, Chief Executive Officer and President

Dated: April 29, 2011
 

IMPORTANT
 
Whether or not you expect to attend the Annual Meeting, please complete, date, and sign the accompanying proxy, and return it promptly in the
enclosed return envelope. If you grant a proxy, you may revoke it at any time prior to the Annual Meeting, vote a subsequent proxy, or vote in person at
the Annual Meeting.
 
PLEASE NOTE: If your shares are held in street name, your broker, bank, custodian, or other nominee holder cannot vote your shares in the election
of directors or the adoption of the ChinaNet Online Holdings, Inc. 2011 Omnibus Securities and Incentive Plan, unless you direct the nominee holder
how to vote, by marking your proxy card.

 
 



 
 

CHINANET ONLINE HOLDINGS, INC.
 

No. 3 Min Zhuang Road, Building 6
Yu Quan Hui Gu Tuspark, Haidian District

Beijing, PRC 100195
 

 
PROXY STATEMENT

for
Annual Meeting of Stockholders

to be held on June 15, 2011
 

 
PROXY SOLICITATION

 
ChinaNet Online Holdings, Inc., a Nevada corporation (the “Company”) is soliciting proxies on behalf of the Board of Directors (the “Board”) in

connection with the annual meeting of stockholders on June 15, 2011 and at any adjournment thereof.  The Company will bear the entire cost of preparing,
assembling, printing and mailing this Proxy Statement, the accompanying proxy, and any additional material that may be furnished to stockholders.  Proxies
also may be solicited through the mails or direct communication with certain stockholders or their representatives by Company officers, directors, or
employees, who will receive no additional compensation therefor.
 

May 3, 2011 is the approximate date on which this Proxy Statement and the accompanying form of proxy are first being sent to stockholders.
 

GENERAL INFORMATION ABOUT VOTING
 
Record Date, Outstanding Shares, and Voting Rights
 

As of April 28, 2011, the record date for the meeting, the Company had outstanding 17,460,333 shares of Common Stock and 2,519,587 shares of
Preferred Stock, being the classes of stock entitled to vote at the meeting. Each share of Common Stock entitles its holder to one vote, and each share of
Preferred Stock entitles its holder to one vote.
 
Procedures for Voting or Revoking Proxies
 

You may vote your proxy by completing, dating, signing, and mailing the accompanying form of proxy in the return envelope provided.  The
persons authorized by any of those means to vote your shares will vote them as you specify or, in absence of your specification, as stated on the form of
proxy.
 

You may revoke any proxy by notifying the Company in writing at the above address, ATTN: Secretary, or by voting a subsequent proxy or in
person at the meeting.
 
Attending the Meeting
 

You may obtain directions to the meeting at www.chinanet-online.com or by writing to the Company at the above address, ATTN: Secretary.  If you
attend the meeting, you may vote there in person, regardless of whether you have voted by any of the other means mentioned in the preceding paragraph.

 
 



 
 
Required Votes
 

The vote of the holders of a majority of the shares entitled to vote and represented at the meeting is required to approve all matters to be considered
at the meeting.  Abstentions and broker non-votes have no effect on the proposals being voted upon.
 

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
 

The following table sets forth certain information regarding beneficial ownership of Common Stock and Preferred Stock, as of the record date of the
meeting, by each of the Company’s directors and executive officers; all executive officers and directors as a group, and each person known to the Company
to own beneficially more than 5% of Company’s Common Stock or Preferred Stock. Except as otherwise noted, the persons identified have sole voting and
investment powers with respect to their shares.
 

  Preferred Stock(2)   Common Stock  

Name of Beneficial Owner (1)  
Number
of Shares   

Percent
of Class   

Number
of Shares(3)   

Percent
of Class(4)  

Handong Cheng (5)   -   0%  7,434,940  42.58%
Zhige Zhang (5)   -   0%  7,434,940  42.58%
George Kai Chu   -   0%  -   0%
Min Hu   -   0%  130   * 
Hongli Xu   -   0%  140   * 
Li Wu   -   0%  130   * 
Zhiqing Chen (6)   -   0% 3,750  * 
Watanabe Mototake (7)   -   0% 3,750  * 
Douglas MacLellan (8)   -   0% 33,000  * 
All Directors and Executive Officers as a Group (9

persons)   -   *   7,475,840   42.72%
Rise King Investments Limited(5)(9)   -   *   7,434,940   42.58%
Star (China) Holdings Limited (10)   -   *   1,279,080   7.33%
Clear Jolly Holdings Limited (11)   -   *   1,279,080   7.33%
Xuanfu Liu(5)   -   *   7,434,940   42.58%
Sansar Capital Management, L.L.C. (12)   1,000,000   39.69%   2,601,789   13.37%
Taylor International Fund, Ltd. (13)   428,300   17.00%   1,108,300   5.97%

 

 *  Less than one percent.
 
(1)  The address of each director and executive officer is c/o ChinaNet Online Holdings, Inc., No. 3 Min Zhuang Road, Building 6, Yu Quan Hui Gu Tuspark,
Haidian District, Beijing PRC 100195.

 
 



 
 
(2)  Each share of Preferred Stock is convertible into one share of Common Stock and entitles its holder to one vote per share.
 
(3)  The number of Shares includes shares issuable upon conversion of the Preferred Stock held by the identified person or group; percentage is computed
assuming conversion of Preferred Stock held by the identified person or group, only.
 
(4) Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to securities.
Shares of Common Stock subject to securities anticipated to be exercisable or convertible at or within 60 days of April 28, 2011, are deemed outstanding for
computing the percentage of the person holding such option or warrant but are not deemed outstanding for computing the percentage of any other
person.   The indication herein that shares are anticipated to be beneficially owned is not an admission on the part of the listed stockholder that he, she or it is
or will be a direct or indirect beneficial owner of those shares. 
 
(5) Rise King Investments Limited (“Rise King”) is collectively owned by Handong Cheng, Xuanfu Liu and Zhige Zhang  As a result, Mr. Cheng, Mr. Liu
and Mr. Zhang may be deemed to be beneficial owners of the shares of our common stock held by Rise King. Each of Mr. Cheng, Mr. Liu and Mr. Zhang
disclaim such beneficial ownership, and nothing herein shall be deemed to be an admission that Mr. Cheng, Mr. Liu or Mr. Zhang is the beneficial owner of
any such shares for any purpose.  Information regarding this beneficial owner is furnished in reliance upon the Schedule 13D/A, dated April 2, 2011.
 
(6) Includes options to acquire 3,750 shares of the Company's common stock that are exercisable within 60 days of April 28, 2011. 
 
(7) Includes options to acquire 3,750 shares of the Company's common stock that are exercisable within 60 days of April 28, 2011. 
 
(8) Includes options to acquire 33,000 shares of the Company's common stock that are exercisable within 60 days of April 28, 2011. 
 
(9) The business address of Rise King Investments Limited is P.O. Box 957, Offshore Incorporations Center, Road Town, Tortola, British Virgin
Islands.  Information regarding this beneficial owner is furnished in reliance upon the Schedule 13D, dated April 2, 2011.
 
(10) The business address of Star (China) Holdings Limited is P.O. Box 957, Offshore Incorporations, Center, Road Town, Tortola, British Virgin
Islands.  Information regarding this beneficial owner is furnished in reliance upon its Schedule 13D, dated July 6, 2009.
 
(11) The business address of Clear Jolly Holdings Limited is P.O. Box 957, Offshore Incorporations Center, Road Town, Tortola, British Virgin
Islands.  Information regarding this beneficial owner is furnished in reliance upon its Schedule 13D, dated July 6, 2009.
 
(12) Consists of (i) 601,789 shares of Common Stock, (ii) 1,000,000 shares underlying Series A Preferred Stock and (iii) Series A-1 and Series A-2 Warrants to
purchase up to 1,000,000 shares, in the aggregate, of our Common Stock, subject to a 9.99% limitation on beneficial ownership of our Common
Stock.  Percentage is computed assuming exercise of warrants held by the identified group, only.  Mr. Sanjay Motwani, portfolio manager has voting and
dispositive power over the shares held by Sansar Capital Management.  Mr. Motwani may be deemed to beneficially own the shares of Common Stock held
by Sansar Capital Management. Mr. Motwani disclaims beneficial ownership of such shares. The business address of Sansar Capital Management is 152 West
57th Street, 8th Floor, New York, NY 10019.  Information regarding this beneficial owner is furnished in reliance upon its Schedule 13G, dated February 10,
2011.
 
(13) Consists of (i) 428,300 shares underlying Series A Preferred Stock and (ii) Series A-1 Warrants to purchase up to 390,000 shares of our Common Stock
and Series A-2 Warrants to purchase up to 290,000 shares of our Common Stock, subject to a 9.99% limitation on beneficial ownership of our Common Stock
.  Percentage is computed assuming exercise of warrants held by the identified group, only.  Stephen S. Taylor, portfolio manager has voting and dispositive
power over the shares held by Taylor International Fund Ltd.  Mr. Taylor may be deemed to beneficially own the shares of Common Stock held by Taylor
International Fund, Ltd. Mr. Taylor disclaims beneficial ownership of such shares. The business address of Taylor International Fund, Ltd. is 714 S. Dearborn
Street, 2nd Floor, Chicago, IL 6065.  Information regarding this beneficial owner is furnished in reliance upon its Schedule 13G, dated February 3, 2011.

 
 



 
 

PROPOSAL 1
 

ELECTION OF DIRECTORS
 
Nominees of the Board of Directors
 

The Board, upon the recommendation of the Nominating and Corporate Governance Committee, has nominated the persons identified below for
election as directors, to serve until the next annual meeting and until their successors have been elected and qualified, unless such directors resign or are
terminated prior thereto.  If any nominee becomes unavailable for election, which is not expected, the persons named in the accompanying proxy intend to
vote for any substitute whom the Board nominates.

Name
 

Age
 

Other positions with Company
 Has served as Company

director since
Handong Cheng  40  Chairman of the Board, Chief Executive Officer and President  September 2007
Zhige Zhang  36  Chief Financial Officer, Treasurer and Director  January 2009
Watanabe Mototake  69  Independent Non-Executive Director  November 2009
Zhiqing Chen  38  Independent Non-Executive Director  November 2009
Douglas MacLellan  55  Independent Non-Executive Director  November 2009
 

The business experience during the last five years of each of these individuals is as follows:
 

Handong Cheng, Chairman of the Board. Chief Executive Officer and President.  Mr. Cheng has served as Chief Executive Officer of ChinaNet
since September 2007.  Prior to that role, from October 2003 to September 2007, Mr. Cheng acted as President of ChinaNet Online Advertising
Limited.  From December 2007 through May 2010, Mr. Cheng served as the Chairman Special Assistant and Liaison Officer at DaChan Food Asia Ltd.  Mr.
Cheng holds an EMBA from Guanghua School of Management in Beijing, and a degree in economic law from the College of Law of Wuhan University.
 

Zhige Zhang, Chief Financial Officer, Treasurer and Director.  Mr. Zhang has served as Chief Financial Officer of ChinaNet since January
2009.  Prior to that role, from January 2008 to January 2009, Mr. Zhang served as Executive Director of ChinaNet Online Media Group Limited.  From
January 2007 to December 2007, Mr. Zhang was Director and Vice President of Fu Jian Rong Ji Software Limited Corporation, a software company.  From
August 2002 to December 2006, Mr. Zhang acted as Chief Operating Officer of Beijing HSHZ Information System Engineering Company, a computer
technology company.  Mr. Zhang holds a degree in industry design from Guilin University of Electronic Technology.
 

Zhiqing Chen, Director.  Mr. Chen has been a partner at Chen & Partners Law Firm since July 2010.  From January 2002 to June 2010, Mr. Chen
was a partner at Jin Mao P.R.C. Lawyers in Shanghai, a law firm specializing in corporate law, including foreign investments and mergers and acquisitions.
Mr. Chen’s clients include local PRC enterprises as well as international corporations. Prior to joining the Company, Mr. Chen served as a non-management
director for Shanghai Fumai Investment Management Co., Ltd., Shanghai Zhijinwu Investment Management Co., Ltd, and Shanghai Merciful Groups Co.,
Ltd.  Mr. Chen received a bachelor’s degree in international law from East China University and an EMBA degree from Peking University.

 
 



 
 

Watanabe Mototake, Director.  Mr. Watanabe serves as a corporate advisor to SJI, Inc. (Jasdaq Market), a provider of computer and computer
peripheral equipment and software merchant wholesaler, and has served in several capacities there since July 2005, including operating officer, manager of
the president’s office and corporate auditor. From June 2007 to June 2008, Mr. Watanabe served as the Corporate Auditor for SJ Holdings, Inc., a provider of
information services such as system development and provision of system-related consulting and maintenance support services.  From April 2000 to April
2005, Mr. Watanabe served as the executive director for TCC Inc., a power conversion company specializing in high quality connectors and adapters for the
RF connector industry. Mr. Watanabe graduated in 1966 from Chuo University Faculty of Commerce in Japan.
 

Douglas MacLellan, Director.  Mr. MacLellan currently serves as chairman and chief executive officer at Radient Pharmaceuticals Corporation.
(AMEX: RPC), a vertically integrated specialty pharmaceutical company, and also serves as chairman and chief executive officer for the MacLellan Group,
an international financial advisory firm established in 1992, where he advises clients on strategic planning, operational activities, corporate finance,
economic policy, asset allocation and mergers & acquisitions. From August 2005 to May 2009, Mr. MacLellan was co-founder and vice chairman at Ocean
Smart, Inc. (OTCBB: OCSM), a Canadian based aquaculture company. From February 2002 to September 2006, Mr. MacLellan served as chairman and co-
founder at Broadband Access MarketSpace, Ltd., a China based IT advisory firm, and was also co-founder at Datalex Corp., a software and IT company
specializing in mainframe applications, from February 1997 to May 2002. Mr. MacLellan has an MA and a BA from the University of Southern California in
economic and international relations.
 

The business experience during at least the last five years of the Company’s executive officers not included above is as follows:
 

George Kai Chu, Chief Operating Officer and Secretary. Mr. Chu has been our Chief Operating Officer and Secretary since May 2010.  From
December 2007 to May 2010, Mr. Chu served as the Special Assistant to the Chairman of Dachan Food (Asia) Ltd. in Beijing and also served at Dachan Food
as the Head of the Beijing and Hubei Operations.  From June 2007 to December 2007, Mr. Chu acted as Business Advisor to the Chinese Aviation and Space
Industry Development Association (CASIDA) in Taipei.  From January 2005 to June 2007, Mr. Chu served as a Senior Manager at the Royal Bank of Canada
Financial Group, Asset Management in Vancouver, Toronto and New York.  Mr. Chu has a BBA from Simon Fraser University.
 

Ms. Min Hu, Vice President, Head of Television Operations.  Ms. Hu has been our Vice President, Head of Television Operations since May,
2010.  From June 2006 to May 2010, Ms. Hu acted as our Sales Director of ChinaNet Television.
 

Hongli Xu, Chief Technology Officer.  Mr. Xu has served as our Chief Technology Officer since January 2009.  From January 2007 to January
2008, Mr. Xu was Project Manager at Precom Information System Co., Ltd., a provider of business telephones, structured cabling and fiber optics
solutions.  From January 2004 to January 2006, Mr. Xu served as Project Manager at ThinkingPower Technology Co., Ltd., an e-government software
company focused on the broadcasting and television industry, where Mr. Xu oversaw the development and management of a full suite of software products
designed to improve government interactions with citizens and businesses.  Mr. Xu created the first B2B website in China, "CCEC.com." Mr. Xu holds a
Bachelor Degree in Software from Dalian University of Technology.
 

Ms. Li Wu, Vice President, Head of 28.com.  Ms. Wu has been our Vice President, Head of 28.com since May 2010.  From March 2009 to May
2010, Ms. Wu acted as Deputy General Manager, 28.com.  From June 2007 to March 2009, Ms. Wu worked for the internet media department of
28.com.  From October 2005 to June 2007, Ms. Wu worked for the human resources department of 28.com.
 

No director or executive officer is related to any other director or executive officer.
 

The Board has determined that Watanabe Mototake, Zhiqing Chen and Douglas MacLellan are “independent” under the current independence
standards of  Rule 5605(a)(2) of the Marketplace Rules of The NASDAQ Stock Market, LLC and meet the criteria set forth in Rule 10A(m)(3) under the U.S.
Securities Exchange Act of 1934, as amended (the “Exchange Act”).

 
 



 
 
Board Operations
 

Board Leadership Structure
 

Mr. Handong Cheng holds the positions of chief executive officer and chairman of the Board of the Company.  The Board believes that Mr. Cheng’s
services as both chief executive officer and chairman of the Board is in the best interest of the Company and its stockholders.  Mr. Cheng possesses detailed
and in-depth knowledge of the issues, opportunities and challenges facing the Company in the advertising and media industry and its business and is thus
best positioned to develop agendas that ensure that the Board’s time and attention are focused on the most critical matters relating to the business of the
Company. His combined role enables decisive leadership, ensures clear accountability, and enhances the Company’s ability to communicate its message and
strategy clearly and consistently to the Company’s stockholders, employees and customers.
 

The Board has not designated a lead director.  Given the limited number of directors comprising the Board, the independent directors call and plan
their executive sessions collaboratively and, between meetings of the Board, communicate with management and one another directly.  Under these
circumstances, the directors believe designating a lead director to take on responsibility for functions in which they all currently participate might detract
from rather than enhance performance of their responsibilities as directors.
 

Director Qualifications
 

The Company seeks directors with established strong professional reputations and experience in areas relevant to the strategy and operations of our
businesses.  The Company also seeks directors who possess the qualities of integrity and candor, who have strong analytical skills and who are willing to
engage management and each other in a constructive and collaborative fashion, in addition to the ability and commitment to devote time and energy to
service on the Board and its committees.  We believe that all of our directors meet the foregoing qualifications.
 

The Nominating and Corporate Governance Committee and the Board believe that the leadership skills and other experience of the Board members,
as described below, provide the Company with a range of perspectives and judgment necessary to guide our strategies and monitor their execution.
 

Handong Cheng.  Mr. Cheng is the founder of the Company and has been serving the franchise and advertising media industries for more than ten
years.  In 2003, he participated in the establishment of Beijing ChinaNet On-line Advertising limited and Business Opportunity Online (Beijing) Networking
Technology Ltd. (www.28.com), an entity engaged in operational, administration and management activities.  Mr. Cheng has contributed to the Board’s
strong leadership and vision for the development of the Company.
 

Zhige Zhang.  Mr. Zhang has years of experience in capital markets, financial and software development management. Prior joining the Company,
he was responsible for marketing and investment operations at Konka Group. In 2001, Mr. Zhang started working in the software and network technology
industry integrating with new advertising technology from PRECOM, who has wealth of experience in software development management and the network
technology advertising industry.
 

Douglas MacLellan.  Mr. MacLellan has been working in China since 1983 and has experience with joint venture and wholly-foreign owned
enterprise structuring.  In addition, Mr. MacLellan has over thirteen years of active audit committee chair experience.
 

Zhiqing Chen.  Mr. Chen contributes to the Board extensive legal knowledge with respect to foreign investments and mergers and acquisitions.  Mr.
Chen also has experience working with PRC enterprises and international corporations.
 

Mototake Watanabe. Mr. Watanabe has over ten years of experience in management, finance, business strategy and audit.

 
 



 
 

Meetings of the Board of Directors
 

The Board held five meetings during 2010.  During 2010, no director attended fewer than 75% of the meetings of the Board and Board committees
of which the director was a member.
 

The Company’s directors are expected to attend board meetings as frequently as necessary to properly discharge their responsibilities and to spend
the time needed to prepare for each such meeting. The Company’s directors are expected to attend annual meetings of stockholders, but we do not have a
formal policy requiring them to do so.  All of our directors attended the 2010 annual meeting of stockholders.
 
Code of Ethics
 

The Company adopted a Code of Ethics applicable to its directors, officers and employees on December 21, 2009. The Code of Ethics is designed to
deter wrongdoing and to promote ethical conduct and full, fair, accurate, timely and understandable reports that the Company files or submits to the
Securities and Exchange Commission and others.  A printed copy of the Code of Ethics may be obtained free of charge by writing to us at our headquarters
located at No. 3 Min Zhuang Road, Building 6, Yu Quan Hui Gu Tuspark, Haidian District, Beijing, PRC 100195 or on our website, www.chinanet-
online.com.
 
Board Committees
 

The Board has a standing audit, compensation, and nominating and corporate governance committee, comprised solely of independent
directors.  Each committee has a charter, which is available at the Company’s website, www.chinanet-online.com.
 

Audit Committee
 

The Audit Committee, which is established in accordance with Section 3(a)(58)(A) of the Exchange Act, engages the Company’s independent
accountants, reviewing their independence and performance; reviews the Company’s accounting and financial reporting processes and the integrity of its
financial statements; the audits of the Company’s financial statements and the appointment, compensation, qualifications, independence and performance of
the Company’s independent auditors; the Company’s compliance with legal and regulatory requirements; and the performance of the Company’s internal
audit function and internal control over financial reporting.  The Audit Committee held four meetings during 2010.
 

The members of the Audit Committee are Douglas MacLellan, Chair, Zhiqing Cheng, and Mototake Watanabe.  The Board has determined that
Dougals MacLellan is an audit committee financial expert, as defined in the Exchange Act.
 

Audit Committee Report
 

With respect to the audit of the Company’s financial statements for the year ended December 31, 2010, the Audit Committee:

Ÿ reviewed and discussed the audited financial statements with management;
Ÿ discussed with the Company’s independent accountants the matters required to be discussed by the statement on Auditing Standards No. 61, as amended

(AICPA, Professional Standards, Vol. 1, AU section 380), as adopted by the Public Company Accounting Oversight Board in Rule 3200T; and
Ÿ received the written disclosures and the letter from the independent accountant required by applicable requirements of the Public Company Accounting

Oversight Board regarding the independent accountant’s communications with the Audit Committee concerning independence and has discussed with
the independent accountant the independent accountant’s independence.

 
 



 
 

Based upon the foregoing review and discussion, the Audit Committee recommended to the Board that the audited financial statements be included
in the Company’s Annual Report on Form 10-K for the year ended December 31, 2010, which was filed on March 31, 2011.
 
Douglas MacLellan, Chair
 
Zhiqing Chen
 
Mototake Watanabe
 

Compensation Committee
 

The Compensation Committee reviews annually the Company’s corporate goals and objectives relevant to the officers’ compensation, evaluates the
officers’ performance in light of such goals and objectives, determines and approves the officers’ compensation level based on this evaluation; makes
recommendations to the Board regarding approval, disapproval, modification, or termination of existing or proposed employee benefit plans, makes
recommendations to the Board with respect to non-CEO and non-CFO compensation and administers the Company’s incentive-compensation plans and
equity-based plans. The Compensation Committee has the authority to delegate any of its responsibilities to subcommittees as it may deem appropriate in its
sole discretion.  The chief executive officer of the Company may not be present during voting or deliberations of the Compensation Committee with respect
to his compensation. The Company’s executive officers do not play a role in suggesting their own salaries. Neither the Company nor the Compensation
Committee has engaged any compensation consultant who has a role in determining or recommending the amount or form of executive or director
compensation.  The Compensation Committee did not hold any meetings during 2010.
 

The members of the Compensation Committee are Douglas MacLellan, Chair, Zhiqing Chen, and Mototake Watanabe.
 

Nominating and Corporate Governance Committee
 

The Nominating and Corporate Governance Committee assists the Board in identifying qualified individuals to the Board as its nominees for
election as directors, in determining the composition of the Board, and in assessing the Board’s effectiveness.  The Nominating and Corporate Governance
Committee did not hold any meetings during 2010.
 

The members of the Nominating and Corporate Governance Committee are Zhiqing Chen, Chair, Douglas MacLellan, and Mototake Watanabe.
 

The Nominating and Corporate Governance Committee will consider director candidates recommended by security holders. Potential nominees to
the Board are required to have such experience in business or financial matters as would make such nominee an asset to the Board and may, under certain
circumstances, be required to be “independent”, as such term is defined under Rule 5605 of the listing standards of NASDAQ and applicable SEC regulations.
Security holders wishing to submit the name of a person as a potential nominee to the Board must send the name, address, and a brief (no more than 500
words) biographical description of such potential nominee to the Nominating and Corporate Governance Committee at the following address: Nominating
and Corporate Governance Committee of the Board of Directors, c/o ChinaNet Online Holdings, Inc., No.3 Min Zhuang Road, Building 6, Yu Quan Hui Gu
Tuspark, Haidian District, Beijing, PRC. Potential director nominees will be evaluated by personal interview, such interview to be conducted by one or more
members of the Nominating and Corporate Governance Committee, and/or any other method the Nominating and Corporate Governance Committee deems
appropriate, which may, but need not, include a questionnaire. The Nominating and Corporate Governance Committee may solicit or receive information
concerning potential nominees from any source it deems appropriate. The Nominating and Corporate Governance Committee need not engage in an
evaluation process unless (i) there is a vacancy on the Board, (ii) a director is not standing for re-election, or (iii) the Nominating and Corporate Governance
Committee does not intend to recommend the nomination of a sitting director for re-election. A potential director nominee recommended by a security holder
will not be evaluated differently from any other potential nominee. Although it has not done so in the past, the Nominating and Corporate Governance
Committee may retain search firms to assist in identifying suitable director candidates.

 
 



 
 

The Board does not have a formal policy on Board candidate qualifications.  The Board may consider those factors it deems appropriate in
evaluating director nominees made either by the Board or stockholders, including judgment, skill, strength of character, experience with businesses and
organizations comparable in size or scope to the Company, experience and skill relative to other Board members, and specialized knowledge or
experience.  Depending upon the current needs of the Board, certain factors may be weighed more or less heavily.  In considering candidates for the Board,
the directors evaluate the entirety of each candidate’s credentials and do not have any specific minimum qualifications that must be met. “Diversity,” as such,
is not a criterion that the Committee considers.  The directors will consider candidates from any reasonable source, including current Board members,
stockholders, professional search firms or other persons.  The directors will not evaluate candidates differently based on who has made the recommendation.
 
Stockholder Communications
 

Stockholders can mail communications to the Board, c/o Secretary, ChinaNet Online Holdings, Inc., No.3 Min Zhuang Road, Building 6, Yu Quan
Hui Gu Tuspark, Haidian District, Beijing, PRC, who will forward the correspondence to each addressee.
 
Section 16(a) Beneficial Ownership Reporting Compliance
 

Section 16(a) of the Securities Exchange Act of 1934 requires Company’s directors and executive officers and any beneficial owner of more than
10% of any class of Company equity security to file reports of ownership and changes in ownership with the Securities and Exchange Commission and
furnish copies of the reports to Company.  Based solely on the Company’s review of copies of such forms and written representations by Company’s
executive officers and directors received by it, Company believes that during 2010, all such reports were filed timely, except that Mr. George Kai Chu failed
to timely file one Form 3.
 
Executive Compensation
 

Our Board of Directors has not adopted or established a formal policy or procedure for determining the amount of compensation paid to our
executive officers. No pre-established, objective performance goals or metrics have been used by the Board of Directors in determining the compensation of
our executive officers.
 

Elements of Compensation
 

Some of our executive officers receive a base salary to compensate them for services rendered during the year. Our policy of compensating our
executives with a cash salary has served the Company well. Because of our history of attracting and retaining executive talent, we do not believe it is
necessary at this time to provide our executives equity incentives, or other benefits for the Company to continue to be successful.
 

Base Salary and Bonus. The value of base salary and bonus for each our executive reflects his skill set and the market value of that skill set in the
sole discretion of the Board of Director.
 

Equity Incentives. The ChinaNet Online Holdings, Inc. 2011 Omnibus Securities and Incentive Plan (the “2011 Plan”) provides for the granting of
distribution equivalent rights, incentive stock options, non-qualified stock options, performance share awards, performance unit awards, restricted stock
awards, restricted stock unit awards, stock appreciation rights, tandem stock appreciation rights, unrestricted stock awards or any combination of the
foregoing, as may be best suited to the circumstances of the particular employee, director or consultant as provided therein (the “Awards”). Certain Awards
are intended to qualify as “incentive stock options” within the meaning of the Internal Revenue Code (the “Code”). The 2011 Plan was approved by our
Board on April 29, 2011, but has not yet been approved by our stockholders.

 
 



 
 

Retirement Benefits. Our executive officers are not presently entitled to company-sponsored retirement benefits.
 

Perquisites. We have not provided our executive officers with any material perquisites and other personal benefits and, therefore, we do not view
perquisites as a significant or necessary element of our executive’s compensation.
 

Deferred Compensation. We do not provide our executives the opportunity to defer receipt of annual compensation.
 

Summary Compensation Table
 

The following table sets forth information regarding compensation of the named executive officers for each of the two fiscal years in the period
ended December 31, 2010.

 
 



 
 

Name and Principal Position  Year  
Salary

($)   All Other Compensation   Total  
Handong Cheng (Principal Executive Officer)  2010   26,577   -   26,577 
  2009   26,577   -   26,577 
 

During each of the last two fiscal years, none of our other executive officers had total compensation greater than $100,000. Our executive officers are
reimbursed by us for any out-of-pocket expenses incurred in connection with activities conducted on our behalf. There is no limit on the amount of these out-
of-pocket expenses and there will be no review of the reasonableness of such expenses by anyone other than our Board, which includes persons who may
seek reimbursement, or a court of competent jurisdiction if such reimbursement is challenged.
 

The following employment agreement was entered into by us and the following executive officer:
 

On April 1, 2009, Rise King Century Technology Development (Beijing) Co., Ltd., our indirect wholly owned subsidiary (“Rise King WFOE”)
entered into an employment agreement with Handong Cheng.  Pursuant to the terms of this agreement, Rise King WFOE agreed to employ Mr. Cheng as its
Chief Executive Officer for a non-fixed term. Mr. Cheng agreed that in the event that his employment with Rise King WFOE is terminated, for a period of one
year following the date of his termination of employment, he will not contact, for any commercial purpose, or provide to a third party, information about
clients or entities with which Rise King WFOE was acquainted during the term of his employment with Rise King WFOE.  Subject to certain exceptions,
either party may terminate this agreement upon 30 days prior written notice.
 

The Company does not have change-in-control agreements with any of its directors or executive officers, and the Company is not obligated to pay
severance or other enhanced benefits to executive officers upon termination of their employment.
 
Compensation of Directors
 

The following table sets forth information regarding compensation of each director, other than named executive officers, for fiscal 2010.  

FISCAL 2010 DIRECTOR COMPENSATION  

Name  

Fees
Earned
or Paid
in Cash

($)   

Stock
Awards

($)   

Option
Awards

($)   

Non-Equity
Incentive Plan
Compensation

($)   

Nonqualified
Deferred

Compensation
Earnings ($)   

All Other
Compensation

($)  
Total
($)  

Zhige Zhang   27,372   -   -   -   -   - 27,372(1)

Douglas MacLellan   60,000   -  62,920   -   -   - 122,920  
Zhiqing Chen   6,000   -  7,150   -   -   - 13,150  
Mototaka Watanabe   6,000   -  7,150   -   -   - 13,150  

 
 



 
 
(1) Amount represents Mr. Zhang’s salary for serving as the Company’s chief financial officer.  Mr. Zhang does not receive any additional compensation for
his service as a director.
 

On November 25, 2009, the Company entered into an Independent Director Agreement with Douglas MacLellan. Pursuant to the terms of the
Independent Director Agreement, the Company shall (i) pay Mr. MacLellan a fee of $3,000 per month ($36,000 annually), plus an additional $2,000 per
month ($24,000 annually), as long as Mr. MacLellan remains the chair of the Audit Committee; and (ii) award to Mr. MacLellan an annual option grant to
purchase 24,000 shares of common stock of the Company, plus an additional option to purchase 20,000 shares of the common stock of the Company, so long
as Mr. MacLellan remains the chair of the Audit Committee. The exercise price of the annual option grants shall be equal to the fair market value of a share of
the Company’s common stock on the date of the grant of the option and such options vest quarterly, in equal installments over the 24-month period from
date of grant. This agreement expired according to its terms on November 25, 2010 and the Company is currently negotiating the terms of a new agreement.
 

On November 25, 2009, the Company entered into an Independent Director Agreement with Zhiqing Chen. Pursuant to the terms of the Independent
Director Agreement, the Company shall (i) pay Mr. Chen a fee of $300 per month ($3,600 annually), plus an additional $200 per month ($2,400 annually), as
long as Mr. Chen remains a member of the Audit Committee of the Company; and (ii) award to Mr. Chen an annual option grant to purchase 5,000 shares of
common stock of the Company. The exercise price of the annual option grants shall be equal to the fair market value of a share of the Company’s common
stock on the date of the grant of the option and such options vest quarterly, in equal installments over the 24-month period from date of grant. This agreement
expired according to its terms on November 25, 2010 and the Company is currently negotiating the terms of a new agreement.

 
On November 25, 2009, the Company entered into an Independent Director Agreement with Mototake Watanabe. Pursuant to the terms of the

Independent Director Agreement, the Company shall (i) pay Mr. Watanabe a fee of $300 per month ($3,600 annually), plus an additional $200 per month
($2,400 annually), as long as Mr. Watanabe remains a member of the Audit Committee of the Company; and (ii) award to Mr. Watanabe an annual option
grant to purchase 5,000 shares of common stock of the Company. The exercise price of the annual option grants shall be equal to the fair market value of a
share of the Company’s common stock on the date of the grant of the option and such options vest quarterly, in equal installments over the 24-month period
from date of grant. This agreement expired according to its terms on November 25, 2010 and the Company is currently negotiating the terms of a new
agreement.

 
Certain Relationships and Related Transactions
 

It is Company’s policy to not enter any transaction (other than compensation arrangements in the ordinary course) with any director, executive
officer, employee, or principal stockholder or party related to them, unless authorized by a majority of the directors having no interest in the transaction,
upon a favorable recommendation by the Audit Committee (or a majority of its disinterested members).
 

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ELECTION OF THE BOARD OF DIRECTORS’ NOMINEES.
 

PLEASE NOTE:  If your shares are held in street name, your broker, bank, custodian, or other nominee holder cannot vote your shares in the
election of directors, unless you direct the holder how to vote, by marking your proxy card.

 
 



 
 

PROPOSAL 2
 

RATIFICATION OF THE APPOINTMENT OF INDEPENDENT ACCOUNTANTS
 

The Audit Committee has appointed Marcum Bernstein & Pinchuk LLP as independent accountants for 2011.  Representatives of Marcum Bernstein
& Pinchuk LLP are expected to be present at the Annual Meeting to respond to appropriate questions and will have an opportunity to make a statement, if
they so desire.
 

In the event the stockholders fail to ratify the selection of Marcum Bernstein & Pinchuk LLP, the Audit Committee will reconsider whether to retain
the firm. Even if the selection is ratified, the Audit Committee and the Board, in their discretion, may direct the appointment of a different independent
accounting firm at any time during the year if they determine that such a change would be in the best interests of the Company and its stockholders.
 

On August 11, 2009, the Company dismissed its principal independent accountant, The Hall Group, CPAs (“Hall”) from its engagement with the
Company, which dismissal was effective immediately.  The decision to dismiss Hall as the Company’s principal independent accountant was approved by the
Board on August 11, 2009.
 

There were no disagreements between the Company and Hall on any matter of accounting principles or practices, financial statement disclosure, or
auditing scope or procedure, from the time of Hall’s engagement up to the date of dismissal which disagreements that, if not resolved to Hall’s satisfaction,
would have caused Hall to make reference to the subject matter of the disagreement in connection with its report issued in connection with the audit of the
Company’s financial statements.  None of the reportable events described under Item 304(a)(1)(v)(A)-(D) of Regulation S-K occurred within the two fiscal
years ended December 31, 2007 and 2008 and subsequently up to the date of dismissal.  The audit report of Hall on the financial statements of the Company
as of December 31, 2008 did not contain any adverse opinion or disclaimer of opinion, and such audit report was not qualified or modified as to uncertainty,
audit scope or accounting principles, except for Hall’s explanatory paragraph regarding the Company’s ability to continue as a going concern.  At the time of
the dismissal, Hall provided us with a letter addressed to the SEC stating that it agreed with the above statements.  This letter was filed as an exhibit to our
Current Report on Form 8-K, which was filed with the SEC on August 14, 2009.
 

On July 30, 2009, the Company engaged Bernstein & Pinchuk LLP (“BP”) to serve as its independent auditor.  The decision to engage BP as the
Company’s principal independent accountant was approved by the Board of Directors of the Company on July 30, 2009.  During the two fiscal years of the
Company ended December 31, 2007 and 2008, and through the date of BP’s engagement, the Company did not consult BP regarding either: (i) the
application of accounting principles to a specified transaction (either completed or proposed), or the type of audit opinion that might be rendered on the
Company’s financial statements; or (ii) any matter that was either the subject of a “disagreement” or “reportable event” within the meaning set forth in
Regulation S-K, Item 304(a)(1)(iv) or (a)(1)(v).
 

The practice of BP, the Company’s independent registered public accounting firm, entered into a joint venture agreement with Marcum LLP and
formed Marcum Bernstein & Pinchuk LLP (“MarcumBP”) in a transaction pursuant to which BP merged its China operations into Marcum BP and certain of
the professional staff of BP joined MarcumBP as employees of MarcumBP (the “Merger”). Accordingly, and solely as a result of the Merger, effective April
14, 2011, BP effectively resigned as the Company's independent registered public accounting firm and MarcumBP became the Company's independent
registered public accounting firm. This change in the Company's independent registered public accounting firm was approved by the Audit Committee of the
Company's Board of Directors on April 20, 2011.
 

There were no disagreements between the Company and BP on any matter of accounting principles or practices, financial statement disclosure, or
auditing scope or procedure, from the time of BP’s engagement up to the date of its resignation which disagreements that, if not resolved to BP’s satisfaction,
would have caused BP to make reference to the subject matter of the disagreement in connection with its report issued in connection with the audit of the
Company’s financial statements.  None of the reportable events described under Item 304(a)(1)(v)(A)-(D) of Regulation S-K occurred within the two fiscal
years of the Company ended December 31, 2009 and 2010 and subsequently up to the date of resignation.  The audit report of BP on the financial statements
of the Company as of December 31, 2009 and 2010 did not contain any adverse opinion or disclaimer of opinion, and such audit report was not qualified or
modified as to uncertainty, audit scope or accounting principles.  At the time of the resignation, BP provided us with a letter addressed to the SEC stating that
it agreed with the above statements.  This letter was filed as an exhibit to our Current Report on Form 8-K, which was filed with the SEC on April 20, 2011.

 
 



 
 
Services and Fees of Independent Accountants
 

Aggregate fees billed to the Company by The Hall Group, CPA during the fiscal years ended December 31, 2010 and 2009 were as follows:
 

Fees  2010   2009  
Audit Fees  $ -  $ 4,650 
Audit Related Fees  $ -  $ - 
Tax Fees  $ -  $ - 
All Other Fees  $ -  $ - 

Total  $ -  $ 4,650 
 

Aggregate fees billed to the Company by Bernstein & Pinchuk LLP during the fiscal years ended December 31, 2010 and 2009 were as follows:
 

Fees  2010   2009  
Audit Fees  $ 135,000  $ 122,510 
Audit Related Fees  $ -  $ 128,950 
Tax Fees  $ -  $ - 
All Other Fees  $ -  $ - 

Total  $ 135,000  $ 251,460 
 
Audit Fees
 

This category includes aggregate fees billed by our independent auditors for the audit of our annual financial statements, review of financial
statements included in our quarterly reports on Form 10-Q and services that are normally provided by the auditor in connection with statutory and regulatory
filings for those fiscal years.
 
Audit-Related Fees
 

This category consists of services by our independent auditors that, including accounting consultations on transaction related matters, are
reasonably related to the performance of the audit or review of our financial statements and are not reported above under Audit Fees.
 
Tax Fees
 

This category consists of professional services rendered for tax compliance and preparation of our corporate tax returns and other tax advice.

 
 



 
 
All Other Fees
 

This category consists of professional services rendered for products and services provided, other than the services reported above under Audit Fees,
Audit-Related Fees and Tax Fees.
 
Pre-Approval of Services

The Audit Committee must pre-approve all audit, review, attest and permissible non-audit services (including any permissible internal control-
related services) to be provided to the company or its subsidiaries by the independent auditors. The Audit Committee may establish pre-approval policies and
procedures in compliance with applicable SEC rules.  All services described under the caption Services and Fees of Independent Accountants were pre-
approved.  
 

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE “FOR” RATIFICATION OF THE
APPOINTMENT OF THE INDEPENDENT ACCOUNTANTS.

 
 



 
 

PROPOSAL 3
 

TO APPROVE 2011 OMNIBUS SECURITIES AND INCENTIVE PLAN
 

The Company is seeking approval of the stockholders to adopt its 2011 Omnibus Securities and Incentive Plan (the “2011 Plan”). The purpose of
the 2011 Plan is to assist the Company to attract and retain key management employees and non-employee directors of and non-employee consultants to the
Company and to provide incentives to such individuals to align their interests with those of the Company’s stockholders.  If the 2011 Plan is approved,
awards under the 2011 Plan which provide for the issuance of shares of the Company’s common stock will be limited in the aggregate to 5,000,000 shares of
common stock.
 
General Description of the Incentive Plan Proposal
 

The following is a summary of the material provisions of the 2011 Plan and is qualified in its entirety by reference to the complete text of the 2011
Plan, a copy of which is attached to this proxy statement as Annex A.
 
Administration. The 2011 Plan is administered by the compensation committee of the Board, which consists of three members of the Board, each of whom is a
“non-employee director” within the meaning of Rule 16b-3 promulgated under the Exchange Act and an “outside director” within the meaning of Code
Section 162(m). Among other things, the compensation committee has complete discretion, subject to the express limits of the 2011 Plan, to determine the
directors, employees and nonemployee consultants to be granted an award, the type of award to be granted the terms and conditions of the award, the form of
payment to be made and/or the number of shares of common stock subject to each award, the exercise price of each option and base price of each SAR, the
term of each award, the vesting schedule for an award, whether to accelerate vesting, the value of the common stock underlying the award, and the required
withholding, if any. The compensation committee may amend, modify or terminate any outstanding award, provided that the participant’s consent to such
action is required if the action would impair the participant’s rights or entitlements with respect to that award. The compensation committee is also
authorized to construe the award agreements, and may prescribe rules relating to the 2011 Plan. Notwithstanding the foregoing, the compensation committee
does not have any authority to grant or modify an award under the 2011 Plan with terms or conditions that would cause the grant, vesting or exercise thereof
to be considered nonqualified “deferred compensation” subject to Code Section 409A.
 
Grant of Awards; Shares Available for Awards . The 2011 Plan provides for the grant of stock options, SARs, performance share awards, performance unit
awards, distribution equivalent right awards, restricted stock awards, restricted stock unit awards and unrestricted stock awards to non-employee directors,
officers, employees and nonemployee consultants of the Company or its affiliates. The Company has reserved a total of 5,000,000 shares of common stock for
issuance as or under awards to be made under the 2011 Plan.  If any award expires, is cancelled, or terminates unexercised or is forfeited, the number of shares
subject thereto is again available for grant under the 2011 Plan. The number of shares of common stock for which awards may be granted under the 2011 Plan
to a participant who is an employee in any calendar year is limited to 100,000 shares.
 
Currently, there are 295 employees and directors who would be entitled to receive stock options and/or shares of restricted stock under the 2011 Plan. Future
new hires and additional non-employee directors and/or consultants would be eligible to participate in the 2011 Plan as well. The number of stock options
and/or shares of restricted stock to be granted to executives and directors cannot be determined at this time as the grant of stock options and/or shares of
restricted stock is dependent upon various factors such as hiring requirements and job performance.
 
Stock Options. Stock options granted under the 2011 Plan may be either “incentive stock options” (“ISOs”), which are intended to meet the requirements for
special federal income tax treatment under the Code, or “nonqualified stock options” (“NQSOs”). Stock options may be granted on such terms and conditions
as the compensation committee may determine; provided, however, that the per share exercise price under a stock option may not be less than the fair market
value of a share of the Company’s common stock on the date of grant and the term of the stock option may not exceed 10 years (110% of such value and 5
years in the case of an ISO granted to an employee who owns (or is deemed to own) more than 10% of the total combined voting power of all classes of
capital stock of the Company or a parent or subsidiary of the Company). ISOs may only be granted to employees. In addition, the aggregate fair market value
of the Company’s common stock covered by one or more ISOs (determined at the time of grant) which are exercisable for the first time by an employee during
any calendar year may not exceed $100,000. Any excess is treated as a NQSO.

 
 



 
 
Stock Appreciation Rights. A SAR entitles the participant, upon exercise, to receive an amount, in cash or stock or a combination thereof, equal to the
increase in the fair market value of the underlying Company common stock between the date of grant and the date of exercise. SARs may be granted in
tandem with, or independently of, stock options granted under the 2011 Plan. A SAR granted in tandem with a stock option (i) is exercisable only at such
times, and to the extent, that the related stock option is exercisable in accordance with the procedure for exercise of the related stock option; (ii) terminates
upon termination or exercise of the related stock option (likewise, the Company’s common stock option granted in tandem with a SAR terminates upon
exercise of the SAR); (iii) is transferable only with the related stock option; and (iv) if the related stock option is an ISO, may be exercised only when the
value of the stock subject to the stock option exceeds the exercise price of the stock option. A SAR that is not granted in tandem with a stock option is
exercisable at such times as the compensation committee may specify.
 
Performance Shares and Performance Unit Awards . Performance share and performance unit awards entitle the participant to receive cash or shares of the
Company’s common stock upon the attainment of specified performance goals. In the case of performance units, the right to acquire the units is denominated
in cash values.
 
Distribution Equivalent Right Awards . A distribution equivalent right award entitles the participant to receive bookkeeping credits, cash payments and/or
common stock distributions equal in amount to the distributions that would have been made to the participant had the participant held a specified number of
shares of the Company’s common stock during the period the participant held the distribution equivalent right. A distribution equivalent right may be
awarded as a component of another award under the 2011 Plan, where, if so awarded, such distribution equivalent right will expire or be forfeited by the
participant under the same conditions as under such other award.
 
Restricted Stock Awards and Restricted Stock Unit Awards . A restricted stock award is a grant or sale of common stock to the participant, subject to the
Company’s right to repurchase all or part of the shares at their purchase price (or to require forfeiture of such shares if issued to the participant at no cost) in
the event that conditions specified by the compensation committee in the award are not satisfied prior to the end of the time period during which the shares
subject to the award may be repurchased by or forfeited to the Company. The Company’s restricted stock unit entitles the participant to receive a cash
payment equal to the fair market value of a share of common stock for each restricted stock unit subject to such restricted stock unit award, if the participant
satisfies the applicable vesting requirement.
 
Unrestricted Stock Awards . An unrestricted stock award is a grant or sale of shares of the Company’s common stock to the participant that is not subject to
transfer, forfeiture or other restrictions, in consideration for past services rendered to the Company or an affiliate or for other valid consideration.
 
Change-in-Control Provisions. In connection with the grant of an award, the compensation committee may provide that, in the event of a change in control,
such award will become fully vested and immediately exercisable.
 
Amendment and Termination. The compensation committee may adopt, amend and rescind rules relating to the administration of the 2011 Plan, and amend,
suspend or terminate the 2011 Plan, but no such amendment or termination will be made that materially and adversely impairs the rights of any participant
with respect to any award received thereby under the 2011 Plan without the participant’s consent, other than amendments that are necessary to permit the
granting of awards in compliance with applicable laws. We have attempted to structure the 2011 Plan so that remuneration attributable to stock options and
other awards will not be subject to the deduction limitation contained in Code Section 162(m).

 
 



 
 
Certain Federal Income Tax Consequences of the 2011 Plan
 
The following is a general summary of the federal income tax consequences under current U.S. tax law to the Company and to participants in the 2011 Plan
who are individual citizens or residents of the United States for federal income tax purposes (“U.S. Participants”) of stock options, stock appreciation rights,
restricted stock, performance shares, performance units, restricted stock units, distribution equivalent rights and unrestricted stock. It does not purport to
cover all of the special rules including special rules relating to limitations on the ability of the Company to deduct the amounts for federal income tax
purposes of certain compensation, special rules relating to deferred compensation, golden parachutes, participants subject to Section 16(b) of the Exchange
Act or the exercise of a stock option with previously-acquired shares of the Company’s common stock.  For purposes of this summary it is assumed that U.S.
Participants will hold their shares of the Company’s common stock received under the 2011 Plan as capital assets within the meaning of Section 1221 of the
Code.  In addition, this summary does not address the non-U.S. state or local income or other tax consequences, or any U.S. federal non-income tax
consequences, inherent in the acquisition, ownership, vesting, exercise, termination or disposition of an award under the 2011 Plan, or shares of the
Company’s common stock issued pursuant thereto.  All participants are urged to consult with their own tax advisors concerning the tax consequences to them
of an award under the 2011 Plan or shares of the Company’s common stock issued thereto pursuant to the 2011 Plan.
 
A U.S. Participant does not recognize taxable income upon the grant of a NQSO or an ISO. Upon the exercise of a NQSO, the U.S. Participant recognizes
ordinary income in an amount equal to the excess, if any, of the fair market value of the shares acquired on the date of exercise over the exercise price paid
therefor under the NQSO, and the Company will generally be entitled to a deduction for such amount at that time. If the U.S. Participant later sells shares
acquired pursuant to the exercise of a NQSO, the U.S. Participant recognizes long-term or short-term capital gain or loss, depending on the period for which
the shares were held. Long-term capital gain is generally subject to more favorable tax treatment than ordinary income or short-term capital gain.  Upon the
exercise of an ISO, the U.S. Participant does not recognize taxable income. If the U.S. Participant disposes of the shares acquired pursuant to the exercise of an
ISO more than two years after the date of grant and more than one year after the transfer of the shares to the U.S. Participant, the U.S. Participant recognizes
long-term capital gain or loss and the Company will not be entitled to a deduction. However, if the U.S. Participant disposes of such shares prior to the end of
the required holding period, all or a portion of the gain is treated as ordinary income and the Company is generally entitled to deduct such amount.  In
addition to the tax consequences described above, a U.S. Participant may be subject to the alternative minimum tax, which is payable to the extent it exceeds
the U.S. Participant’s regular tax. For this purpose, upon the exercise of an ISO, the excess of the fair market value of the shares over the exercise price paid
therefor under the ISO is a preference item for alternative minimum taxable income determination purposes. In addition, the U.S. Participant's basis in such
shares is increased by such excess for purposes of computing the gain or loss on the disposition of the shares for alternative minimum tax purposes.
 
A U.S. Participant does not recognize taxable income upon the grant of an SAR. The U.S. Participant has ordinary compensation income upon exercise of the
SAR equal to the increase in the value of the underlying shares, and the Company will generally be entitled to a deduction for such amount.
 
A U.S. Participant does not recognize taxable income upon the receipt of a performance share award until the shares are received. At such time, the U.S.
Participant recognizes ordinary compensation income equal to the excess, if any, of the fair market value of the shares over any amount thereby paid for the
shares, and the Company will generally be entitled to deduct such amount at such time.
 
A U.S. Participant does not recognize taxable income upon the receipt of a performance unit award, restricted stock unit award or dividend equivalent right
award until a cash payment is received.  At such time, the U.S. Participant recognizes ordinary compensation income equal to the amount of cash received,
and the Company will generally be entitled to deduct such amount at such time.
 
A U.S. Participant who receives a grant of restricted stock generally recognizes ordinary compensation income equal to the excess, if any, of the fair market
value of such shares of stock at the time the restriction lapses over any amount paid timely for the shares. Alternatively, the U.S. Participant may elect to be
taxed on the fair market value of such shares at the time of grant. The Company thereby will generally be entitled to a deduction at the same time and in the
same amount as the income required to be included by the U.S. Participant.
 
A U.S. Participant recognizes ordinary compensation income upon receipt of the shares under an unrestricted stock award equal to the excess, if any, of the
fair market value of the shares over any amount paid thereby for the shares, and the Company will generally be entitled to deduct such amount at such time.

 
 



 

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE APPROVAL OF THE
2011 Plan.

 
PLEASE NOTE:  If your shares are held in street name, your broker, bank, custodian, or other nominee holder cannot vote your shares in the

election of directors, unless you direct the holder how to vote, by marking your proxy card.

 
 



 
 

OTHER INFORMATION
 

The Company’s 2010 annual report on Form 10-K, excluding exhibits, will be mailed without charge to any stockholder entitled to vote at the
meeting, upon written request to Handong Cheng, Chief Executive Officer, ChinaNet Online Holdings, Inc., No. 3 Min Zhuang Road, Building 6, Yu Quan
Hui Gu Tuspark, Haidian District, Beijing, PRC 100195.
 
Important Notice Regarding Availability of Proxy Materials
 

This proxy statement and Company’s 2010 annual report are available at Company’s website, www.chinanet-online.com.
 
Other Matters to Be Presented at the Annual Meeting
 

The Company did not have notice of any matter to be presented for action at the Annual Meeting, except as discussed in this proxy statement.  The
persons authorized by the accompanying form of proxy will vote in their discretion as to any other matter that comes before the Annual Meeting.
 
Stockholder Proposals for Next Annual Meeting
 

Stockholder proposals intended to be included in the proxy statement for the 2012 annual meeting must be received by Company by January 3,
2012.  The persons authorized by the form of proxy to be sent in connection with the solicitation of proxies on behalf of Company’s Board for next year’s
annual meeting will vote in their discretion as to any matter of which Company has not received notice by March 18, 2012.
 
 By Order of the Board of Directors,
  
 /s/ Handong Cheng
 Handong Cheng
 Chairman of the Board, Chief Executive Officer and President
 April 29, 2011
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CHINANET ONLINE HOLDINGS, INC.
2011 OMNIBUS SECURITIES AND INCENTIVE PLAN

 
ARTICLE I

 
PURPOSE

 
The purpose of this ChinaNet Online Holdings, Inc. 2011 Omnibus Securities and Incentive Plan (the “Plan”) is to benefit the stockholders of

ChinaNet Online Holdings, Inc., a Nevada corporation (the “Company”), by assisting the Company to attract, retain and provide incentives to key
management employees and nonemployee directors of, and nonemployee consultants to, the Company and its Affiliates, and to align the interests of such
employees, nonemployee directors and nonemployee consultants with those of the Company’s stockholders. Accordingly, the Plan provides for the granting
of Distribution Equivalent Rights, Incentive Stock Options, Non-Qualified Stock Options, Performance Share Awards, Performance Unit Awards, Restricted
Stock Awards, Restricted Stock Unit Awards, Stock Appreciation Rights, Tandem Stock Appreciation Rights, Unrestricted Stock Awards or any combination
of the foregoing, as may be best suited to the circumstances of the particular Employee, Director or Consultant as provided herein.
 

ARTICLE II
 

DEFINITIONS
 

The following definitions shall be applicable throughout the Plan unless the context otherwise requires:
 

“Affiliate” shall mean any corporation which, with respect to the Company, is a “subsidiary corporation” within the meaning of Section 424(f) of the
Code.
 

“Award” shall mean, individually or collectively, any Distribution Equivalent Right, Option, Performance Share Award, Performance Unit Award,
Restricted Stock Award, Restricted Stock Unit Award, Stock Appreciation Right or Unrestricted Stock Award.
 

“Award Agreement ” shall mean a written agreement between the Company and the Holder with respect to an Award, setting forth the terms and
conditions of the Award, and each of which shall constitute a part of the Plan.
 

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

“Cause” shall mean (i) if the Holder is a party to an employment or similar agreement with the Company or an Affiliate which agreement defines
“Cause” (or a similar term) therein, “Cause” shall have the same meaning as provided for in such agreement, or (ii) for a Holder who is not a party to such an
agreement, “Cause” shall mean termination by the Company or an Affiliate of the employment (or other service relationship) of the Holder by reason of the
Holder’s (A) intentional failure to perform reasonably assigned duties, (B) dishonesty or willful misconduct in the performance of the Holder’s duties, (C)
involvement in a transaction which is materially adverse to the Company or an Affiliate, (D) breach of fiduciary duty involving personal profit, (E) willful
violation of any law, rule, regulation or court order (other than misdemeanor traffic violations and misdemeanors not involving misuse or misappropriation of
money or property), (F) commission of an act of fraud or intentional misappropriation or conversion of any asset or opportunity of the Company or an
Affiliate, or (G) material breach of any provision of the Plan or the Holder’s Award Agreement or any other written agreement between the Holder and the
Company or an Affiliate, in each case as determined in good faith by the Board, the determination of which shall be final, conclusive and binding on all
parties.
 
 

 



 
 

“Change of Control” shall mean (i) for a Holder who is a party to an employment or consulting agreement with the Company or an Affiliate which
agreement defines “Change of Control” (or a similar term) therein, “Change of Control” shall have the same meaning as provided for in such agreement, or
(ii) for a Holder who is not a party to such an agreement, “Change of Control” shall mean the satisfaction of any one or more of the following conditions (and
the “Change of Control” shall be deemed to have occurred as of the first day that any one or more of the following conditions shall have been satisfied):
 

(a) Any person (as such term is used in paragraphs 13(d) and 14(d)(2) of the Exchange Act, hereinafter in this definition,
“Person”), other than the Company or an Affiliate or an employee benefit plan of the Company or an Affiliate, becomes the beneficial owner (as
defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company representing more than fifty percent (50%) of the
combined voting power of the Company’s then outstanding securities;

 
(b) The closing of a merger, consolidation or other business combination (a “Business Combination”) other than a

Business Combination in which holders of the Common Stock immediately prior to the Business Combination have substantially the same
proportionate ownership of common stock of the surviving corporation immediately after the Business Combination as immediately before;

 
(c) The closing of an agreement for the sale or disposition of all or substantially all of the Company’s assets to any entity

that is not an Affiliate;
 

(d) The approval by the holders of shares of Common Stock of a plan of complete liquidation of the Company other than
a liquidation of the Company into any subsidiary or a liquidation a result of which persons who were stockholders of the Company immediately
prior to such liquidation have substantially the same proportionate ownership of shares of common stock of the surviving corporation immediately
after such liquidation as immediately before; or
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(e) Within any twenty-four (24) month period, the Incumbent Directors shall cease to constitute at least a majority of the
Board or the board of directors of any successor to the Company; provided, however, that any director elected to the Board, or nominated for
election, by a majority of the Incumbent Directors then still in office, shall be deemed to be an Incumbent Director for purposes of this paragraph (e),
but excluding, for this purpose, any such individual whose initial assumption of office occurs as a result of either an actual or threatened election
contest with respect to the election or removal of directors or other actual or threatened solicitation of proxies or consents by or on behalf of an
individual, entity or “group” other than the Board (including, but not limited to, any such assumption that results from paragraphs (a), (b), (c), or (d)
of this definition).

 
Notwithstanding the foregoing, a “Change of Control” shall not be deemed to occur if the Company files for bankruptcy, liquidation or reorganization under
the United States Bankruptcy Code.
 

“Code” shall mean the Internal Revenue Code of 1986, as amended. Reference in the Plan to any section of the Code shall be deemed to include any
amendments or successor provisions to any section and any regulation under such section.
 

“Committee” shall mean a committee comprised of not less than three (3) members of the Board who are selected by the Board as provided in
Section 4.1.
 

“Common Stock” shall mean the common stock, par value $0.001 per share, of the Company.
 

“Company” shall mean ChinaNet Online Holdings, Inc., a Nevada corporation, and any successor thereto.
 

“Consultant” shall mean any non-Employee (individual or entity) advisor to the Company or an Affiliate who or which has contracted directly with
the Company or an Affiliate to render bona fide consulting or advisory services thereto.
 

“Director” shall mean a member of the Board or a member of the board of directors of an Affiliate, in either case, who is not an Employee.
 

“Distribution Equivalent Right” shall mean an Award granted under Article XIII of the Plan which entitles the Holder to receive bookkeeping
credits, cash payments and/or Common Stock distributions equal in amount to the distributions that would have been made to the Holder had the Holder held
a specified number of shares of Common Stock during the period the Holder held the Distribution Equivalent Right.
 

“Distribution Equivalent Right Award Agreement” shall mean a written agreement between the Company and a Holder with respect to a Distribution
Equivalent Right Award.
 

“Effective Date” shall mean May 1, 2011.
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“Employee” shall mean any employee, including officers, of the Company or an Affiliate.
 

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

“Fair Market Value” shall mean, as determined consistent with the applicable requirements of Sections 409A and 422 of the Code, as of any
specified date, the closing sales price of the Common Stock for such date (or, in the event that the Common Stock is not traded on such date, on the
immediately preceding trading date) on the Nasdaq Stock Market or a domestic or foreign national securities exchange (including London’s Alternative
Investment Market) on which the Common Stock may be listed, as reported in The Wall Street Journal or The Financial Times.  If the Common Stock is not
listed on the Nasdaq Stock Market or on a national securities exchange, but is quoted on the OTC Bulletin Board or by the National Quotation Bureau, the
Fair Market Value of the Common Stock shall be the mean of the bid and asked prices per share of the Common Stock for such date.  If the Common Stock is
not quoted or listed as set forth above, Fair Market Value shall be determined by the Board in good faith by any fair and reasonable means (which means,
with respect to a particular Award grant, may be set forth with greater specificity in the applicable Award Agreement).  The Fair Market Value of property
other than Common Stock shall be determined by the Board in good faith by any fair and reasonable means, and consistent with the applicable requirements
of Sections 409A and 422 of the Code.
 

“Family Member” shall mean any child, stepchild, grandchild, parent, stepparent, spouse, former spouse, sibling, niece, nephew, mother-in-law,
father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law, including adoptive relationships, any person sharing the Holder’s household (other
than a tenant or employee of the Holder), a trust in which such persons have more than fifty percent (50%) of the beneficial interest, a foundation in which
such persons (or the Holder) control the management of assets, and any other entity in which such persons (or the Holder) own more than fifty percent (50%)
of the voting interests.
 

“Holder” shall mean an Employee, Director or Consultant who has been granted an Award or any such individual’s beneficiary, estate or
representative, to the extent applicable.
 

“Incentive Stock Option” shall mean an Option which is intended by the Committee to constitute an “incentive stock option” under Section 422 of
the Code.
 

“Incumbent Director” shall mean, with respect to any period of time specified under the Plan for purposes of determining whether or not a Change of
Control has occurred, the individuals who were members of the Board at the beginning of such period.
 

“Non-Qualified Stock Option” shall mean an Option which is not an Incentive Stock Option.
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“Option” shall mean an Award granted under Article VII of the Plan of an option to purchase shares of Common Stock and includes both Incentive
Stock Options and Non-Qualified Stock Options.
 

“Option Agreement” shall mean a written agreement between the Company and a Holder with respect to an Option.
 

“Performance Criteria” shall mean the criteria that the Committee selects for purposes of establishing the Performance Goal(s) for a Holder for a
Performance Period.
 

“Performance Goals” shall mean, for a Performance Period, the written goal or goals established by the Committee for the Performance Period based
upon the Performance Criteria.
 

“Performance Period” shall mean one or more periods of time, which may be of varying and overlapping durations, selected by the Committee, over
which the attainment of one or more Performance Goals or other business objectives shall be measured for purposes of determining a Holder’s right to, and the
payment of, a Qualified Performance-Based Award.
 

“Performance Share Award ” shall mean an Award granted under Article XII of the Plan under which, upon the satisfaction of predetermined
individual and/or Company (and/or Affiliate) performance goals and/or objectives, shares of Common Stock are paid to the Holder.
 

“Performance Share Award Agreement ” shall mean a written agreement between the Company and a Holder with respect to a Performance Share
Award.
 

“Performance Unit” shall mean a Unit awarded to a Holder pursuant to a Performance Unit Award.
 

“Performance Unit Award” shall mean an Award granted under Article XI of the Plan under which, upon the satisfaction of predetermined individual
and/or Company (and/or Affiliate) performance goals and/or objectives, a cash payment shall be made to the Holder, based on the number of Units awarded to
the Holder.
 

“Performance Unit Award Agreement” shall mean a written agreement between the Company and a Holder with respect to a Performance Unit Award.
 

“Plan” shall mean this ChinaNet Online Holdings, Inc. 2011 Omnibus Securities and Incentive Plan, as amended from time to time, together with
each of the Award Agreements utilized hereunder.
 

“Qualified Performance-Based Award” shall mean an Award intended to qualify as “performance-based” compensation under Section 162(m) of the
Code.
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“Restricted Stock Award” shall mean an Award granted under Article VIII of the Plan of shares of Common Stock, the transferability of which by the
Holder shall be subject to Restrictions.
 

“Restricted Stock Award Agreement” shall mean a written agreement between the Company and a Holder with respect to a Restricted Stock Award.
 

“Restricted Stock Unit Award ”  shall mean an Award granted under Article X of the Plan under which, upon the satisfaction of predetermined
individual service-related vesting requirements, a cash payment shall be made to the Holder, based on the number of Units awarded to the Holder.
 

“Restricted Stock Unit Award Agreement ”  shall mean a written agreement between the Company and a Holder with respect to a Restricted Stock
Unit Award.
 

“Restriction Period” shall mean the period of time for which shares of Common Stock subject to a Restricted Stock Award shall be subject to
Restrictions, as set forth in the applicable Restricted Stock Award Agreement.
 

“Restrictions” shall mean forfeiture, transfer and/or other restrictions applicable to shares of Common Stock awarded to an Employee, Director or
Consultant under the Plan pursuant to a Restricted Stock Award and set forth in a Restricted Stock Award Agreement.
 

“Rule 16b-3” shall mean Rule 16b-3 promulgated by the Securities and Exchange Commission under the Exchange Act, as such may be amended
from time to time, and any successor rule, regulation or statute fulfilling the same or a substantially similar function.
 

“Stock Appreciation Right” shall mean an Award granted under Article XIV of the Plan of a right, granted alone or in connection with a related
Option, to receive a payment on the date of exercise.
 

“Stock Appreciation Right Award Agreement ” shall mean a written agreement between the Company and a Holder with respect to a Stock
Appreciation Right.
 

“Tandem Stock Appreciation Right” shall mean a Stock Appreciation Right granted in connection with a related Option, the exercise of which shall
result in termination of the otherwise entitlement to purchase some or all of the shares of Common Stock under the related Option, all as set forth in Section
14.2.
 

“Ten Percent Stockholder” shall mean an Employee who, at the time an Incentive Stock Option is granted to him or her, owns stock possessing more
than ten percent (10%) of the total combined voting power of all classes of stock of the Company or of any parent corporation or subsidiary corporation
thereof (both as defined in Section 424 of the Code), within the meaning of Section 422(b)(6) of the Code.
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“Total and Permanent Disability” shall mean the inability to engage in any substantial gainful activity by reason of any medically determinable
physical or mental impairment which can be expected to result in death or which has lasted or can be expected to last for a continuous period of not less than
twelve (12) months, all as described in Section 22(e)(3) of the Code.
 

“Units” shall mean bookkeeping units, each of which represents such monetary amount as shall be designated by the Committee in each
Performance Unit Award Agreement, or represents one (1) share of Common Stock for purposes of each Restricted Stock Unit Award.
 

“Unrestricted Stock Award ” shall mean an Award granted under Article IX of the Plan of shares of Common Stock which are not subject to
Restrictions.
 

“Unrestricted Stock Award Agreement ” shall mean a written agreement between the Company and a Holder with respect to an Unrestricted Stock
Award.
 

ARTICLE III
 

EFFECTIVE DATE OF PLAN
 

The Plan shall be effective as of the Effective Date, provided that the Plan is approved by the stockholders of the Company within twelve (12)
months of such date.
 

ARTICLE IV
 

ADMINISTRATION
 

Section 4.1 Composition of Committee.  The Plan shall be administered by the Committee, which shall be appointed by the Board.  The Committee
shall consist solely of three (3) or more Directors who are each (i) “outside directors” within the meaning of Section 162(m) of the Code (“Outside Directors”),
(ii) “non-employee directors” within the meaning of Rule 16b-3 and (iii) “independent” for purposes of any applicable listing requirements (“Non-Employee
Directors”); provided, however, that the Board or the Committee may delegate to a committee of one or more members of the Board who are not (x) Outside
Directors, the authority to grant Awards to eligible persons who are not (A) then “covered employees” within the meaning of Section 162(m) of the Code and
are not expected to be “covered employees” at the time of recognition of income resulting from such Award, or (B) persons with respect to whom the
Company wishes to comply with the requirements of Section 162(m) of the Code, and/or (y) Non-Employee Directors, the authority to grant Awards to
eligible persons who are not then subject to the requirements of Section 16 of the Exchange Act. If a member of the Committee shall be eligible to receive an
Award under the Plan, such Committee member shall have no authority hereunder with respect to his or her own Award.
 
 

7



 
 

Section 4.2 Powers. Subject to the provisions of the Plan, the Committee shall have the sole authority, in its discretion, to make all determinations
under the Plan, including but not limited to determining which Employees, Directors or Consultants shall receive an Award, the time or times when an Award
shall be made (the date of grant of an Award shall be the date on which the Award is awarded by the Committee), what type of Award shall be granted, the
term of an Award, the date or dates on which an Award vests (including acceleration of vesting), the form of any payment to be made pursuant to an Award,
the terms and conditions of an Award (including the forfeiture of the Award (and/or any financial gain) if the Holder of the Award violates any applicable
restrictive covenant thereof), the Restrictions under a Restricted Stock Award and the number of shares of Common Stock which may be issued under an
Award, all as applicable. In making such determinations the Committee may take into account the nature of the services rendered by the respective
Employees, Directors and Consultants, their present and potential contribution to the Company’s (or the Affiliate’s) success and such other factors as the
Committee in its discretion shall deem relevant.
 

Section 4.3 Additional Powers.  The Committee shall have such additional powers as are delegated to it under the other provisions of the Plan.
Subject to the express provisions of the Plan, the Committee is authorized to construe the Plan and the respective Award Agreements executed hereunder, to
prescribe such rules and regulations relating to the Plan as it may deem advisable to carry out the intent of the Plan, and to determine the terms, restrictions
and provisions of each Award, including such terms, restrictions and provisions as shall be requisite in the judgment of the Committee to cause designated
Options to qualify as Incentive Stock Options, and to make all other determinations necessary or advisable for administering the Plan. The Committee may
correct any defect or supply any omission or reconcile any inconsistency in any Award Agreement in the manner and to the extent it shall deem expedient to
carry it into effect. The determinations of the Committee on the matters referred to in this Article IV shall be conclusive and binding on the Company and all
Holders.
 

Section 4.4 Committee Action.  In the absence of specific rules to the contrary, action by the Committee shall require the consent of a majority of the
members of the Committee, expressed either orally at a meeting of the Committee or in writing in the absence of a meeting.  No member of the Committee
shall have any liability for any good faith action, inaction or determination in connection with the Plan.
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ARTICLE V
 

STOCK SUBJECT TO PLAN AND LIMITATIONS THEREON
 

Section 5.1 Stock Grant and Award Limits .  The Committee may from time to time grant Awards to one or more Employees, Directors and/or
Consultants determined by it to be eligible for participation in the Plan in accordance with the provisions of Article VI. Subject to Article XV, the aggregate
number of shares of Common Stock that may be issued under the Plan shall not exceed Five Million (5,000,000) shares. Shares shall be deemed to have been
issued under the Plan solely to the extent actually issued and delivered pursuant to an Award. To the extent that an Award lapses, expires, is canceled, is
terminated unexercised or ceases to be exercisable for any reason, or the rights of its Holder terminate, any shares of Common Stock subject to such Award
shall again be available for the grant of a new Award. Notwithstanding any provision in the Plan to the contrary, the maximum number of shares of Common
Stock that may be subject to Awards of Options under Article VII and/or Stock Appreciation Rights under Article XIV, in either or both cases granted to any
one Employee during any calendar year, shall be One Hundred Thousand (100,000) shares (subject to adjustment in the same manner as provided in Article
XV with respect to shares of Common Stock subject to Awards then outstanding). The limitation set forth in the preceding sentence shall be applied in a
manner which shall permit compensation generated in connection with the exercise of Options or Stock Appreciation Rights to constitute “performance-
based” compensation for purposes of Section 162(m) of the Code, including, but not limited to, counting against such maximum number of shares, to the
extent required under Section 162(m) of the Code, any shares subject to Options or Stock Appreciation Rights that are canceled or repriced.
 

Section 5.2 Stock Offered.  The stock to be offered pursuant to the grant of an Award may be authorized but unissued Common Stock, Common
Stock purchased on the open market or Common Stock previously issued and outstanding and reacquired by the Company.
 

ARTICLE VI
 

ELIGIBILITY FOR AWARDS; TERMINATION OF
 

EMPLOYMENT, DIRECTOR STATUS OR CONSULTANT STATUS
 

Section 6.1 Eligibility.  Awards made under the Plan may be granted solely to persons or entities who, at the time of grant, are Employees, Directors
or Consultants. An Award may be granted on more than one occasion to the same Employee, Director or Consultant, and, subject to the limitations set forth in
the Plan, such Award may include, a Non-Qualified Stock Option, a Restricted Stock Award, an Unrestricted Stock Award, a Distribution Equivalent Right
Award, a Performance Stock Award, a Performance Unit Award, a Stock Appreciation Right, a Tandem Stock Appreciation Right, any combination thereof or,
solely for Employees, an Incentive Stock Option.
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Section 6.2 Termination of Employment or Director Status.  Except to the extent inconsistent with the terms of the applicable Award Agreement
and/or the provisions of Section 6.4 or 6.5, the following terms and conditions shall apply with respect to the termination of a Holder’s employment with, or
status as a Director of, the Company or an Affiliate, as applicable, for any reason, including, without limitation, Total and Permanent Disability or death:
 

(a) The Holder’s rights, if any, to exercise any then exercisable Non-Qualified Stock Options and/or Stock Appreciation Rights
shall terminate:
 

(1) If such termination is for a reason other than the Holder’s Total and Permanent Disability or death,
ninety (90) days after the date of such termination of employment or after the date of such termination of Director status;

 
(2) If such termination is on account of the Holder’s Total and Permanent Disability, one (1) year after

the date of such termination of employment or Director status; or
 

(3) If such termination is on account of the Holder’s death, one (1) year after the date of the Holder’s
death.

 
Upon such applicable date the Holder (and such Holder’s estate, designated beneficiary or other legal representative) shall forfeit any rights or interests in or
with respect to any such Non-Qualified Stock Options and Stock Appreciation Rights.
 

(b) The Holder’s rights, if any, to exercise any then exercisable Incentive Stock Option shall terminate:
 

(1) If such termination is for a reason other than the Holder’s Total and Permanent Disability or death,
three (3) months after the date of such termination of employment;

 
(2) If such termination is on account of the Holder’s Total and Permanent Disability, one (1) year after

the date of such termination of employment; or
 

(3) If such termination is on account of the Holder’s death, one (1) year after the date of the Holder’s
death.

 
Upon such applicable date the Holder (and such Holder’s estate, designated beneficiary or other legal representative) shall forfeit any rights or interests in or
with respect to any such Incentive Stock Options.
 

(c) If a Holder’s employment with, or status as a Director of, the Company or an Affiliate, as applicable, terminates for any reason
prior to the actual or deemed satisfaction and/or lapse of the Restrictions, vesting requirements, terms and conditions applicable to a Restricted Stock Award
and/or Restricted Stock Unit Award, such Restricted Stock and/or Restricted Stock Units shall immediately be canceled, and the Holder (and such Holder’s
estate, designated beneficiary or other legal representative) shall forfeit any rights or interests in and with respect to any such Restricted Stock and/or
Restricted Stock Units. The immediately preceding sentence to the contrary notwithstanding, the Committee, in its sole discretion, may determine, prior to or
within thirty (30) days after the date of such termination of employment or Director status, that all or a portion of any such Holder’s Restricted Stock and/or
Restricted Stock Units shall not be so canceled and forfeited.
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Section 6.3 Termination of Consultant Status. Except to the extent inconsistent with the terms of the applicable Award Agreement and/or the
provisions of Section 6.4 or 6.5, the following terms and conditions shall apply with respect to the termination of a Holder’s status as a Consultant, for any
reason:
 

(a) The Holder’s rights, if any, to exercise any then exercisable Non-Qualified Stock Options and/or Stock Appreciation Rights
shall terminate:
 

(1) If such termination is for a reason other than the Holder’s death, ninety (90) days after the date of
such termination; or

 
(2) If such termination is on account of the Holder’s death, one (1) year after the date of the Holder’s

death.
 

(b) If the status of a Holder as a Consultant terminates for any reason prior to the actual or deemed satisfaction and/or lapse of the
Restrictions, vesting requirements, terms and conditions applicable to a Restricted Stock Award and/or Restricted Stock Unit Award, such Restricted Stock
and/or Restricted Stock Units shall immediately be canceled, and the Holder (and such Holder’s estate, designated beneficiary or other legal representative)
shall forfeit any rights or interests in and with respect to any such Restricted Stock and/or Restricted Stock Units. The immediately preceding sentence to the
contrary notwithstanding, the Committee, in its sole discretion, may determine, prior to or within thirty (30) days after the date of such termination of such a
Holder’s status as a Consultant, that all or a portion of any such Holder’s Restricted Stock and/or Restricted Stock Units shall not be so canceled and
forfeited.
 

Section 6.4 Special Termination Rule. Except to the extent inconsistent with the terms of the applicable Award Agreement, and notwithstanding
anything to the contrary contained in this Article VI, if a Holder’s employment with, or status as a Director of, the Company or an Affiliate shall terminate,
and if, within ninety (90) days of such termination, such Holder shall become a Consultant, such Holder’s rights with respect to any Award or portion thereof
granted thereto prior to the date of such termination may be preserved, if and to the extent determined by the Committee in its sole discretion, as if such
Holder had been a Consultant for the entire period during which such Award or portion thereof had been outstanding. Should the Committee effect such
determination with respect to such Holder, for all purposes of the Plan, such Holder shall not be treated as if his or her employment or Director status had
terminated until such time as his or her Consultant status shall terminate, in which case his or her Award, as it may have been reduced in connection with the
Holder’s becoming a Consultant, shall be treated pursuant to the provisions of Section 6.3; provided, however, that any such Award which is intended to be
an Incentive Stock Option shall, upon the Holder’s no longer being an Employee, automatically convert to a Non-Qualified Stock Option.  Should a Holder’s
status as a Consultant terminate, and if, within ninety (90) days of such termination, such Holder shall become an Employee or a Director, such Holder’s
rights with respect to any Award or portion thereof granted thereto prior to the date of such termination may be preserved, if and to the extent determined by
the Committee in its sole discretion, as if such Holder had been an Employee or a Director, as applicable, for the entire period during which such Award or
portion thereof had been outstanding, and, should the Committee effect such determination with respect to such Holder, for all purposes of the Plan, such
Holder shall not be treated as if his or her Consultant status had terminated until such time as his or her employment with the Company or an Affiliate, or his
or her Director status, as applicable, shall terminate, in which case his or her Award shall be treated pursuant to the provisions of Section 6.2.
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Section 6.5 Termination for Cause.  Notwithstanding anything in this Article VI or elsewhere in the Plan to the contrary, and unless a Holder’s Award
Agreement specifically provides otherwise, should a Holder’s employment, Director status or engagement as a Consultant with or for the Company or an
Affiliate be terminated by the Company or Affiliate for Cause, all of such Holder’s then outstanding Awards shall expire immediately and be forfeited in their
entirety upon such termination.
 

ARTICLE VII
 

OPTIONS
 

Section 7.1 Option Period.  The term of each Option shall be as specified in the Option Agreement; provided, however, that except as set forth in
Section 7.3, no Option shall be exercisable after the expiration of ten (10) years from the date of its grant.
 

Section 7.2 Limitations on Exercise of Option.  An Option shall be exercisable in whole or in such installments and at such times as specified in the
Option Agreement.
 

Section 7.3 Special Limitations on Incentive Stock Options.  To the extent that the aggregate Fair Market Value (determined at the time the
respective Incentive Stock Option is granted) of Common Stock with respect to which Incentive Stock Options are exercisable for the first time by an
individual during any calendar year under all plans of the Company and any parent corporation or subsidiary corporation thereof (both as defined in Section
424 of the Code) which provide for the grant of Incentive Stock Options exceeds One Hundred Thousand Dollars ($100,000) (or such other individual limit
as may be in effect under the Code on the date of grant), the portion of such Incentive Stock Options that exceeds such threshold shall be treated as Non-
Qualified Stock Options. The Committee shall determine, in accordance with applicable provisions of the Code, Treasury Regulations and other
administrative pronouncements, which of a Holder’s Options, which were intended by the Committee to be Incentive Stock Options when granted to the
Holder, will not constitute Incentive Stock Options because of such limitation, and shall notify the Holder of such determination as soon as practicable after
such determination. No Incentive Stock Option shall be granted to an Employee if, at the time the Incentive Stock Option is granted, such Employee is a Ten
Percent Stockholder, unless (i) at the time such Incentive Stock Option is granted the Option price is at least one hundred ten percent (110 %) of the Fair
Market Value of the Common Stock subject to the Incentive Stock Option, and (ii) such Incentive Stock Option by its terms is not exercisable after the
expiration of five (5) years from the date of grant.  No Incentive Stock Option shall be granted more than ten (10) years from the date on which the Plan is
approved by the Company’s stockholders.  The designation by the Committee of an Option as an Incentive Stock Option shall not guarantee the Holder that
the Option will satisfy the applicable requirements for “incentive stock option” status under Section 422 of the Code.
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Section 7.4 Option Agreement . Each Option shall be evidenced by an Option Agreement in such form and containing such provisions not
inconsistent with the provisions of the Plan as the Committee from time to time shall approve, including, but not limited to, provisions intended to qualify an
Option as an Incentive Stock Option. An Option Agreement may provide for the payment of the Option price, in whole or in part, by the delivery of a number
of shares of Common Stock (plus cash if necessary) that have been owned by the Holder for at least six (6) months and having a Fair Market Value equal to
such Option price, or such other forms or methods as the Committee may determine from time to time, in each case, subject to such rules and regulations as
may be adopted by the Committee. Each Option Agreement shall, solely to the extent inconsistent with the provisions of Sections 6.2, 6.3, 6.4 and 6.5, as
applicable, specify the effect of termination of employment, Director status or Consultant status on the exercisability of the Option. Moreover, without
limited the generality of the foregoing, an Option Agreement may provide for a “cashless exercise” of the Option, in whole or in part, by (a) establishing
procedures whereby the Holder, by a properly-executed written notice, directs (i) an immediate market sale or margin loan as to all or a part of the shares of
Common Stock to which he is entitled to receive upon exercise of the Option, pursuant to an extension of credit by the Company to the Holder of the Option
price, (ii) the delivery of the shares of Common Stock from the Company directly to a brokerage firm and (iii) the delivery of the Option price from sale or
margin loan proceeds from the brokerage firm directly to the Company, or (b) reducing the number of shares of Common Stock to be issued upon exercise of
the Option by the number of such shares having an aggregate Fair Market Value equal to the Option price (or portion thereof to be so paid) as of the date of
the Option’s exercise.  Each Option Agreement shall, solely to the extent inconsistent with the provisions of Sections 6.2, 6.3, 6.4 and 6.5, as applicable,
specify the effect of the termination of the Holder’s employment, Director status or Consultant status on the exercisability of the Option. An Option
Agreement may also include provisions relating to (i) subject to the provisions hereof, accelerated vesting of Options, including but not limited to upon the
occurrence of a Change of Control, (ii) tax matters (including provisions covering any applicable Employee wage withholding requirements and requiring
additional “gross-up” payments to Holders to meet any excise taxes or other additional income tax liability imposed as a result of a payment made upon a
Change of Control resulting from the operation of the Plan or of such Option Agreement) and (iii) any other matters not inconsistent with the terms and
provisions of the Plan that the Committee shall in its sole discretion determine. The terms and conditions of the respective Option Agreements need not be
identical.
 
 

13



 
 

Section 7.5 Option Price and Payment.  The price at which a share of Common Stock may be purchased upon exercise of an Option shall be
determined by the Committee; provided, however, that such Option price (i) shall not be less than the Fair Market Value of a share of Common Stock on the
date such Option is granted, and (ii) shall be subject to adjustment as provided in Article XV. The Option or portion thereof may be exercised by delivery of
an irrevocable notice of exercise to the Company. The Option price for the Option or portion thereof shall be paid in full in the manner prescribed by the
Committee as set forth in the Plan and the applicable Option Agreement, which manner, with the consent of the Committee, may include the withholding of
shares of Common Stock otherwise issuable in connection with the exercise of the Option, for purposes of Section 7.4(b). Separate stock certificates shall be
issued by the Company for those shares of Common Stock acquired pursuant to the exercise of an Incentive Stock Option and for those shares of Common
Stock acquired pursuant to the exercise of a Non-Qualified Stock Option.
 

Section 7.6 Stockholder Rights and Privileges. The Holder of an Option shall be entitled to all the privileges and rights of a stockholder of the
Company solely with respect to such shares of Common Stock as have been purchased under the Option and for which certificates of stock have been
registered in the Holder’s name.
 

Section 7.7 Options and Rights in Substitution for Stock Options Granted by Other Corporations.  Options may be granted under the Plan from time
to time in substitution for stock options held by individuals employed by entities who become Employees as a result of a merger or consolidation of the
employing entity with the Company or any Affiliate, or the acquisition by the Company or an Affiliate of the assets of the employing entity, or the
acquisition by the Company or an Affiliate of stock of the employing entity with the result that such employing entity becomes an Affiliate.
 

Section 7.8 Prohibition Against Repricing .  Except to the extent (i) approved in advance by holders of a majority of the shares of the Company
entitled to vote generally in the election of directors, or (ii) as a result of any Change of Control or any adjustment as provided in Article XV, the Committee
shall not have the power or authority to reduce, whether through amendment or otherwise, the exercise price under any outstanding Option or Stock
Appreciation right, or to grant any new Award or make any payment of cash in substitution for or upon the cancellation of Options and/or Stock Appreciation
Rights previously granted.
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ARTICLE VIII
 

RESTRICTED STOCK AWARDS
 

Section 8.1 Restriction Period to be Established by Committee.  At the time a Restricted Stock Award is made, the Committee shall establish the
Restriction Period applicable to such Award. Each Restricted Stock Award may have a different Restriction Period, in the discretion of the Committee. The
Restriction Period applicable to a particular Restricted Stock Award shall not be changed except as permitted by Section 8.2.
 

Section 8.2 Other Terms and Conditions.  Common Stock awarded pursuant to a Restricted Stock Award shall be represented by a stock certificate
registered in the name of the Holder of such Restricted Stock Award. If provided for under the Restricted Stock Award Agreement, the Holder shall have the
right to vote Common Stock subject thereto and to enjoy all other stockholder rights, including the entitlement to receive dividends on the Common Stock
during the Restriction Period, except that (i) the Holder shall not be entitled to delivery of the stock certificate until the Restriction Period shall have expired,
(ii) the Company shall retain custody of the stock certificate during the Restriction Period (with a stock power endorsed by the Holder in blank), (iii) the
Holder may not sell, transfer, pledge, exchange, hypothecate or otherwise dispose of the Common Stock during the Restriction Period and (iv) a breach of the
terms and conditions established by the Committee pursuant to the Restricted Stock Award Agreement shall cause a forfeiture of the Restricted Stock Award.
At the time of such Award, the Committee may, in its sole discretion, prescribe additional terms and conditions or restrictions relating to Restricted Stock
Awards, including, but not limited to, rules pertaining to the effect of termination of employment, Director status or Consultant status prior to expiration of
the Restriction Period. Such additional terms, conditions or restrictions shall, to the extent inconsistent with the provisions of Sections 6.2, 6.3 and 6.4, as
applicable, be set forth in a Restricted Stock Award Agreement made in conjunction with the Award. Such Restricted Stock Award Agreement may also
include provisions relating to (i) subject to the provisions hereof, accelerated vesting of Awards, including but not limited to accelerated vesting upon the
occurrence of a Change of Control, (ii) tax matters (including provisions covering any applicable Employee wage withholding requirements and requiring
additional “gross-up” payments to Holders to meet any excise taxes or other additional income tax liability imposed as a result of a payment made in
connection with a Change of Control resulting from the operation of the Plan or of such Restricted Stock Award Agreement) and (iii) any other matters not
inconsistent with the terms and provisions of the Plan that the Committee shall in its sole discretion determine. The terms and conditions of the respective
Restricted Stock Agreements need not be identical.  All shares of Common Stock delivered to a Holder as part of a Restricted Stock Award shall be delivered
and reported by the Company or the Affiliate, as applicable, to the Holder by no later than by the fifteenth (15 th) day of the third (3rd) calendar month next
following the end of the Company’s fiscal year in which the Holder’s entitlement to such shares becomes vested.
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Section 8.3 Payment for Restricted Stock.  The Committee shall determine the amount and form of any payment from a Holder for Common Stock
received pursuant to a Restricted Stock Award, if any, provided that in the absence of such a determination, a Holder shall not be required to make any
payment for Common Stock received pursuant to a Restricted Stock Award, except to the extent otherwise required by law.
 

Section 8.4 Restricted Stock Award Agreements. At the time any Award is made under this Article VIII, the Company and the Holder shall enter into
a Restricted Stock Award Agreement setting forth each of the matters contemplated hereby and such other matters as the Committee may determine to be
appropriate.
 

ARTICLE IX
 

UNRESTRICTED STOCK AWARDS
 

Pursuant to the terms of the applicable Unrestricted Stock Award Agreement, a Holder may be awarded (or sold) shares of Common Stock which are
not subject to Restrictions, in consideration for past services rendered thereby to the Company or an Affiliate or for other valid consideration.
 

ARTICLE X
 

RESTRICTED STOCK UNIT AWARDS
 

Section 10.1 Terms and Conditions.  The Committee shall set forth in the applicable Restricted Stock Unit Award Agreement the individual service-
based vesting requirement which the Holder would be required to satisfy before the Holder would become entitled to payment pursuant to Section 10.2 and
the number of Units awarded to the Holder.  Such payment shall be subject to a “substantial risk of forfeiture” under Section 409A of the Code.  At the time of
such Award, the Committee may, in its sole discretion, prescribe additional terms and conditions or restrictions relating to Restricted Stock Unit Awards,
including, but not limited to, rules pertaining to the effect of termination of employment, Director status or Consultant status prior to expiration of the
applicable vesting period.  The terms and conditions of the respective Restricted Stock Unit Award Agreements need not be identical.
 

Section 10.2 Payments.  The Holder of a Restricted Stock Unit shall be entitled to receive a cash payment equal to the Fair Market Value of a share
of Common Stock, or one (1) share of Common Stock, as determined in the sole discretion of the Committee and as set forth in the Restricted Stock Unit
Award Agreement, for each Restricted Stock Unit subject to such Restricted Stock Unit Award, if the Holder satisfies the applicable vesting
requirement.  Such payment shall be made no later than by the fifteenth (15th) day of the third (3rd) calendar month next following the end of the calendar
year in which the Restricted Stock Unit first becomes vested.
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ARTICLE XI
 

PERFORMANCE UNIT AWARDS
 

Section 11.1 Terms and Conditions.  The Committee shall set forth in the applicable Performance Unit Award Agreement the performance goals and
objectives (and the period of time to which such goals and objectives shall apply) which the Holder and/or the Company would be required to satisfy before
the Holder would become entitled to payment pursuant to Section 11.2, the number of Units awarded to the Holder and the dollar value assigned to each such
Unit.  Such payment shall be subject to a “substantial risk of forfeiture” under Section 409A of the Code.  At the time of such Award, the Committee may, in
its sole discretion, prescribe additional terms and conditions or restrictions relating to Performance Unit Awards, including, but not limited to, rules
pertaining to the effect of termination of employment, Director status or Consultant status prior to expiration of the applicable performance period.  The terms
and conditions of the respective Performance Unit Award Agreements need not be identical.
 

Section 11.2 Payments.  The Holder of a Performance Unit shall be entitled to receive a cash payment equal to the dollar value assigned to such Unit
under the applicable Performance Unit Award Agreement if the Holder and/or the Company satisfy (or partially satisfy, if applicable under the applicable
Performance Unit Award Agreement) the performance goals and objectives set forth in such Performance Unit Award Agreement.  If achieved, such payment
shall be made no later than by the fifteenth (15th) day of the third (3rd) calendar month next following the end of the Company’s fiscal year to which such
performance goals and objectives relate.
 

ARTICLE XII
 

PERFORMANCE SHARE AWARDS
 

Section 12.1 Terms and Conditions.  The Committee shall set forth in the applicable Performance Share Award Agreement the performance goals and
objectives (and the period of time to which such goals and objectives shall apply) which the Holder and/or the Company would be required to satisfy before
the Holder would become entitled to the receipt of shares of Common Stock pursuant to such Holder’s Performance Share Award and the number of shares of
Common Stock subject to such Performance Share Award.  Such payment shall be subject to a “substantial risk of forfeiture” under Section 409A of the Code
and, if such goals and objectives are achieved, the distribution of such Common Shares shall be made no later than by the fifteenth (15th) day of the third (3rd)
calendar month next following the end of the Company’s fiscal year to which such goals and objectives relate.  At the time of such Award, the Committee
may, in its sole discretion, prescribe additional terms and conditions or restrictions relating to Performance Share Awards, including, but not limited to, rules
pertaining to the effect of termination of the Holder’s employment, Director status or Consultant status prior to the expiration of the applicable performance
period.  The terms and conditions of the respective Performance Share Award Agreements need not be identical.
 

Section 12.2 Stockholder Rights and Privileges.  The Holder of a Performance Share Award shall have no rights as a stockholder of the Company
until such time, if any, as the Holder actually receives shares of Common Stock pursuant to the Performance Share Award.
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ARTICLE XIII
 

DISTRIBUTION EQUIVALENT RIGHTS
 

Section 13.1 Terms and Conditions.  The Committee shall set forth in the applicable Distribution Equivalent Rights Award Agreement the terms and
conditions, if any, including whether the Holder is to receive credits currently in cash, is to have such credits reinvested (at Fair Market Value determined as
of the date of reinvestment) in additional shares of Common Stock or is to be entitled to choose among such alternatives. Such receipt shall be subject to a
“substantial risk of forfeiture” under Section 409A of the Code and, if such Award becomes vested, the distribution of such cash or shares of Common Stock
shall be made no later than by the fifteenth (15th) day of the third (3rd) calendar month next following the end of the Company’s fiscal year in which the
Holder’s interest in the Award vests. Distribution Equivalent Rights Awards may be settled in cash or in shares of Common Stock, as set forth in the
applicable Distribution Equivalent Rights Award Agreement. A Distribution Equivalent Rights Award may, but need not be, awarded in tandem with another
Award, whereby, if so awarded, such Distribution Equivalent Rights Award shall expire, terminate or be forfeited by the Holder, as applicable, under the same
conditions as under such other Award.
 

Section 13.2 Interest Equivalents.  The Distribution Equivalent Rights Award Agreement for a Distribution Equivalent Rights Award may provide
for the crediting of interest on a Distribution Rights Award to be settled in cash at a future date (but in no event later than by the fifteenth (15 th) day of the
third (3rd) calendar month next following the end of the Company’s fiscal year in which such interest was credited), at a rate set forth in the applicable
Distribution Equivalent Rights Award Agreement, on the amount of cash payable thereunder.
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ARTICLE XIV
 

STOCK APPRECIATION RIGHTS
 

Section 14.1 Terms and Conditions.  The Committee shall set forth in the applicable Stock Appreciation Right Award Agreement the terms and
conditions of the Stock Appreciation Right, including (i) the base value (the “Base Value”) for the Stock Appreciation Right, which for purposes of a Stock
Appreciation Right which is not a Tandem Stock Appreciation Right, shall be not less than the Fair Market Value of a share of the Common Stock on the date
of grant of the Stock Appreciation Right, (ii) the number of shares of Common Stock subject to the Stock Appreciation Right, (iii) the period during which
the Stock Appreciation Right may be exercised; provided, however, that no Stock Appreciation Right shall be exercisable after the expiration of ten (10)
years from the date of its grant, and (iv) any other special rules and/or requirements which the Committee imposes upon the Stock Appreciation Right. Upon
the exercise of some or all of a Stock Appreciation Right, the Holder shall receive a payment from the Company, in cash or in the form of shares of Common
Stock having an equivalent Fair Market Value or in a combination of both, as determined in the sole discretion of the Committee, equal to the product of:
 

(a) The excess of (i) the Fair Market Value of a share of the Common Stock on the date of exercise, over (ii) the Base
Value, multiplied by;

 
(b) The number of shares of Common Stock with respect to which the Stock Appreciation Right is exercised.

 
Section 14.2 Tandem Stock Appreciation Rights . If the Committee grants a Stock Appreciation Right which is intended to be a Tandem Stock

Appreciation Right, the Tandem Stock Appreciation Right shall be granted at the same time as the related Option, and the following special rules shall apply:
 

(a) The Base Value shall be equal to or greater than the per share exercise price under the related Option;
 

(b) The Tandem Stock Appreciation Right may be exercised for all or part of the shares of Common Stock which are
subject to the related Option, but solely upon the surrender by the Holder of the Holder’s right to exercise the equivalent portion of the related
Option (and when a share of Common Stock is purchased under the related Option, an equivalent portion of the related Tandem Stock Appreciation
Right shall be cancelled);
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(c) The Tandem Stock Appreciation Right shall expire no later than the date of the expiration of the related Option;
 

(d) The value of the payment with respect to the Tandem Stock Appreciation Right may be no more than one hundred
percent (100%) of the difference between the per share exercise price under the related Option and the Fair Market Value of the shares of Common
Stock subject to the related Option at the time the Tandem Stock Appreciation Right is exercised, multiplied by the number of shares of Common
Stock with respect to which the Tandem Stock Appreciation Right is exercised; and

 
(e) The Tandem Stock Appreciation Right may be exercised solely when the Fair Market Value of a share of Common

Stock subject to the related Option exceeds the per share exercise price under the related Option.
 

ARTICLE XV
 

RECAPITALIZATION OR REORGANIZATION
 

Section 15.1 Adjustments to Common Stock.  The shares with respect to which Awards may be granted under the Plan are shares of Common Stock
as presently constituted; provided, however, that if, and whenever, prior to the expiration or distribution to the Holder of shares of Common Stock underlying
an Award theretofore granted, the Company shall effect a subdivision or consolidation of shares of Common Stock or the payment of a stock dividend on
Common Stock without receipt of consideration by the Company, the number of shares of Common Stock with respect to which such Award may thereafter
be exercised or satisfied, as applicable, (i) in the event of an increase in the number of outstanding shares, shall be proportionately increased, and the
purchase price per share of the Common Stock shall be proportionately reduced, and (ii) in the event of a reduction in the number of outstanding shares, shall
be proportionately reduced, and the purchase price per share of the Common Stock shall be proportionately increased. Notwithstanding the foregoing or any
other provision of this Article XV, any adjustment made with respect to an Award (x) which is an Incentive Stock Option, shall comply with the requirements
of Section 424(a) of the Code, and in no event shall any adjustment be made which would render any Incentive Stock Option granted under the Plan to be
other than an “incentive stock option” for purposes of Section 422 of the Code, and (y) which is a Non-Qualified Stock Option, shall comply with the
requirements of Section 409A of the Code, and in no event shall any adjustment be made which would render any Non-Qualified Stock Option granted under
the Plan to become subject to Section 409A of the Code.
 

Section 15.2 Recapitalization.  If the Company recapitalizes or otherwise changes its capital structure, thereafter upon any exercise or satisfaction, as
applicable, of a previously granted Award, the Holder shall be entitled to receive (or entitled to purchase, if applicable) under such Award, in lieu of the
number of shares of Common Stock then covered by such Award, the number and class of shares of stock and securities to which the Holder would have been
entitled pursuant to the terms of the recapitalization if, immediately prior to such recapitalization, the Holder had been the holder of record of the number of
shares of Common Stock then covered by such Award.
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Section 15.3 Other Events.  In the event of changes to the outstanding Common Stock by reason of extraordinary cash dividend, reorganization,
mergers, consolidations, combinations, split-ups, spin-offs, exchanges or other relevant changes in capitalization occurring after the date of the grant of any
Award and not otherwise provided for under this Article XV, any outstanding Awards and any Award Agreements evidencing such Awards shall be adjusted
by the Board in its discretion in such manner as the Board shall deem equitable or appropriate taking into consideration the applicable accounting and tax
consequences, as to the number and price of shares of Common Stock or other consideration subject to such Awards. In the event of any adjustment pursuant
to Sections 15.1, 15.2 or this Section 15.3, the aggregate number of shares available under the Plan pursuant to Section 5.1 (and the Code Section 162(m)
limit set forth therein) may be appropriately adjusted by the Board, the determination of which shall be conclusive.  In addition, the Committee may make
provision for a cash payment to a Participant or a person who has an outstanding Award.  The number of shares of Common Stock subject to any Award shall
be rounded to the nearest whole number.
 

Section 15.4 Powers Not Affected.  The existence of the Plan and the Awards granted hereunder shall not affect in any way the right or power of the
Board or of the stockholders of the Company to make or authorize any adjustment, recapitalization, reorganization or other change of the Company’s capital
structure or business, any merger or consolidation of the Company, any issue of debt or equity securities ahead of or affecting Common Stock or the rights
thereof, the dissolution or liquidation of the Company or any sale, lease, exchange or other disposition of all or any part of its assets or business or any other
corporate act or proceeding.
 

Section 15.5 No Adjustment for Certain Awards .  Except as hereinabove expressly provided, the issuance by the Company of shares of stock of any
class or securities convertible into shares of stock of any class, for cash, property, labor or services, upon direct sale, upon the exercise of rights or warrants to
subscribe therefor or upon conversion of shares or obligations of the Company convertible into such shares or other securities, and in any case whether or not
for fair value, shall not affect previously granted Awards, and no adjustment by reason thereof shall be made with respect to the number of shares of Common
Stock subject to Awards theretofore granted or the purchase price per share, if applicable.
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ARTICLE XVI
 

AMENDMENT AND TERMINATION OF PLAN
 

The Plan shall continue in effect, unless sooner terminated pursuant to this Article XVI, until the tenth (10 th) anniversary of the date on which it is
adopted by the Board (except as to Awards outstanding on that date).  The Board in its discretion may terminate the Plan at any time with respect to any
shares for which Awards have not theretofore been granted; provided, however, that the Plan’s termination shall not materially and adversely impair the rights
of a Holder with respect to any Award theretofore granted without the consent of the Holder. The Board shall have the right to alter or amend the Plan or any
part hereof from time to time; provided, however, that without the approval by a majority of the votes cast at a meeting of shareholders at which a quorum
representing a majority of the shares of the Company entitled to vote generally in the election of directors is present in person or by proxy, no amendment or
modification of the Plan may (i) materially increase the benefits accruing to Holders, (ii) except as otherwise expressly provided in Article XV, materially
increase the number of shares of Common Stock subject to the Plan or the individual Award Agreements specified in Article V, (iii) materially modify the
requirements for participation in the Plan, or (iv) amend, modify or suspend Section 7.8 (repricing prohibitions) or this Article XVI.  In addition, no change in
any Award theretofore granted may be made which would materially and adversely impair the rights of a Holder with respect to such Award without the
consent of the Holder (unless such change is required in order to cause the benefits under the Plan to qualify as “performance-based” compensation within the
meaning of Section 162(m) of the Code or to exempt the Plan or any Award from Section 409A of the Code).
 

ARTICLE XVII
 

MISCELLANEOUS
 

Section 17.1 No Right to Award.  Neither the adoption of the Plan by the Company nor any action of the Board or the Committee shall be deemed to
give an Employee, Director or Consultant any right to an Award except as may be evidenced by an Award Agreement duly executed on behalf of the
Company, and then solely to the extent and on the terms and conditions expressly set forth therein.
 

Section 17.2 No Rights Conferred.  Nothing contained in the Plan shall (i) confer upon any Employee any right with respect to continuation of
employment with the Company or any Affiliate, (ii) interfere in any way with any right of the Company or any Affiliate to terminate the employment of an
Employee at any time, (iii) confer upon any Director any right with respect to continuation of such Director’s membership on the Board, (iv) interfere in any
way with any right of the Company or an Affiliate to terminate a Director’s membership on the Board at any time, (v) confer upon any Consultant any right
with respect to continuation of his or her consulting engagement with the Company or any Affiliate, or (vi) interfere in any way with any right of the
Company or an Affiliate to terminate a Consultant’s consulting engagement with the Company or an Affiliate at any time.
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Section 17.3 Other Laws; No Fractional Shares; Withholding .  The Company shall not be obligated by virtue of any provision of the Plan to
recognize the exercise of any Award or to otherwise sell or issue shares of Common Stock in violation of any laws, rules or regulations, and any
postponement of the exercise or settlement of any Award under this provision shall not extend the term of such Award.  Neither the Company nor its directors
or officers shall have any obligation or liability to a Holder with respect to any Award (or shares of Common Stock issuable thereunder) (i) that shall lapse
because of such postponement, or (ii) for any failure to comply with the requirements of any applicable law, rules or regulations, including but not limited to
any failure to comply with the requirements of Section 409A of this Code.  No fractional shares of Common Stock shall be delivered, nor shall any cash in
lieu of fractional shares be paid. The Company shall have the right to deduct in cash (whether under this Plan or otherwise) in connection with all Awards any
taxes required by law to be withheld and to require any payments required to enable it to satisfy its withholding obligations. In the case of any Award
satisfied in the form of shares of Common Stock, no shares shall be issued unless and until arrangements satisfactory to the Company shall have been made to
satisfy any tax withholding obligations applicable with respect to such Award. Subject to such terms and conditions as the Committee may impose, the
Company shall have the right to retain, or the Committee may, subject to such terms and conditions as it may establish from time to time, permit Holders to
elect to tender, Common Stock (including Common Stock issuable in respect of an Award) to satisfy, in whole or in part, the amount required to be withheld.
 

Section 17.4 No Restriction on Corporate Action .  Nothing contained in the Plan shall be construed to prevent the Company or any Affiliate from
taking any corporate action which is deemed by the Company or such Affiliate to be appropriate or in its best interest, whether or not such action would have
an adverse effect on the Plan or any Award made under the Plan. No Employee, Director, Consultant, beneficiary or other person shall have any claim against
the Company or any Affiliate as a result of any such action.
 

Section 17.5 Restrictions on Transfer. No Award under the Plan or any Award Agreement and no rights or interests herein or therein, shall or may be
assigned, transferred, sold, exchanged, encumbered, pledged or otherwise hypothecated or disposed of by a Holder except (i) by will or by the laws of descent
and distribution, or (ii) except for an Incentive Stock Option, by gift to any Family Member of the Holder. An Award may be exercisable during the lifetime
of the Holder only by such Holder or by the Holder’s guardian or legal representative unless it has been transferred by gift to a Family Member of the Holder,
in which case it shall be exercisable solely by such transferee. Notwithstanding any such transfer, the Holder shall continue to be subject to the withholding
requirements provided for under Section 17.3 hereof.
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Section 17.6 Beneficiary Designations.  Each Holder may, from time to time, name a beneficiary or beneficiaries (who may be contingent or
successive beneficiaries) for purposes of receiving any amount which is payable in connection with an Award under the Plan upon or subsequent to the
Holder’s death. Each such beneficiary designation shall serve to revoke all prior beneficiary designations, be in a form prescribed by the Company and be
effective solely when filed by the Holder in writing with the Company during the Holder’s lifetime. In the absence of any such written beneficiary
designation, for purposes of the Plan, a Holder’s beneficiary shall be the Holder’s estate.
 

Section 17.7 Rule 16b-3.  It is intended that the Plan and any Award made to a person subject to Section 16 of the Exchange Act shall meet all of the
requirements of Rule 16b-3. If any provision of the Plan or of any such Award would disqualify the Plan or such Award under, or would otherwise not comply
with the requirements of, Rule 16b-3, such provision or Award shall be construed or deemed to have been amended as necessary to conform to the
requirements of Rule 16b-3.
 

Section 17.8 Section 162(m).  It is intended that the Plan shall comply fully with and meet all the requirements of Section 162(m) of the Code so that
Awards hereunder which are made to Holders who are “covered employees” (as defined in Section 162(m) of the Code) shall constitute “performance-based”
compensation within the meaning of Section 162(m) of the Code. Any Performance Goal(s) applicable to Qualified Performance-Based Awards shall be
objective, shall be established not later than ninety (90) days after the beginning of any applicable Performance Period (or at such other date as may be
required or permitted for “performance-based” compensation under Section 162(m) of the Code) and shall otherwise meet the requirements of Section 162(m)
of the Code, including the requirement that the outcome of the Performance Goal or Goals be substantially uncertain (as defined in the regulations under
Section 162(m) of the Code) at the time established.  The Performance Criteria to be utilized under the Plan to establish Performance Goals shall consist of
objective tests based on one or more of the following: earnings or earnings per share, cash flow or cash flow per share, operating cash flow or operating cash
flow per share revenue growth, product revenue growth, financial return ratios (such as return on equity, return on investment and/or return on assets), share
price performance, stockholder return, equity and/or value, operating income, operating margins, earnings before interest, taxes, depreciation and
amortization, earnings, pre- or post-tax income, economic value added (or an equivalent metric), profit returns and margins, credit quality, sales growth,
market share, working capital levels, comparisons with various stock market indices, year-end cash, debt reduction, assets under management, operating
efficiencies, strategic partnerships or transactions (including co-development, co-marketing, profit sharing, joint venture or other similar arrangements),
and/or financing and other capital raising transaction.  Performance criteria may be established on a Company-wide basis or with respect to one or more
Company business units or divisions or subsidiaries; and either in absolute terms, relative to the performance of one or more similarly situated companies, or
relative to the performance of an index covering a peer group of companies.  When establishing Performance Goals for the applicable Performance Period, the
Committee may exclude any or all “extraordinary items” as determined under U.S. generally accepted accounting principles including, without limitation,
the charges or costs associated with restructurings of the Company, discontinued operations, other unusual or non-recurring items, and the cumulative effects
of accounting changes, and as identified in the Company’s financial statements, notes to the Company’s financial statements or management’s discussion
and analysis of financial condition and results of operations contained in the Company’s most recent annual report filed with the U.S. Securities and
Exchange Commission pursuant to the Exchange Act.  Holders who are “covered employees” (as defined in Section 162(m) of the Code) shall be eligible to
receive payment under a Qualified Performance-Based Award which is subject to achievement of a Performance Goal or Goals only if the applicable
Performance Goal or Goals are achieved within the applicable Performance Period, as determined by the Committee.  If any provision of the Plan would
disqualify the Plan or would not otherwise permit the Plan to comply with Section 162(m) of the Code as so intended, such provision shall be construed or
deemed amended to conform to the requirements or provisions of Section 162(m) of the Code.  The Committee may postpone the exercising of Awards, the
issuance or delivery of Common Stock under any Award or any action permitted under the Plan to prevent the Company or any subsidiary from being denied
a federal income tax deduction with respect to any Award other than an Incentive Stock Option, provided that such deferral satisfies the requirements of
Section 409A of the Code.  For purposes of the requirements of Treasury Regulation Section 1.162-27(e)(4)(i), the maximum amount of compensation that
may be paid to any Employee under the Plan for a calendar year shall be One Million Dollars ($1,000,000).
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Section 17.9 Section 409A.  Notwithstanding any other provision of the Plan, the Committee shall have no authority to issue an Award under the
Plan with terms and/or conditions which would cause such Award to constitute non-qualified “deferred compensation” under Section 409A of the
Code.  Accordingly, by way of example but not limitation, no Option shall be granted under the Plan with a per share Option exercise price which is less than
the Fair Market Value of a share of Common Stock on the date of grant of the Option.  Notwithstanding anything herein to the contrary, no Award Agreement
shall provide for any deferral feature with respect to an Award which constitutes a deferral of compensation under Section 409A of the Code.  The Plan and all
Award Agreements are intended to comply with the requirements of Section 409A of the Code (so as to be exempt therefrom) and shall be so interpreted and
construed.
 

Section 17.10 Indemnification.  Each person who is or shall have been a member of the Committee or of the Board shall be indemnified and held
harmless by the Company against and from any loss, cost, liability, or expense that may be imposed upon or reasonably incurred thereby in connection with
or resulting from any claim, action, suit, or proceeding to which such person may be made a party or may be involved by reason of any action taken or failure
to act under the Plan and against and from any and all amounts paid thereby in settlement thereof, with the Company’s approval, or paid thereby in
satisfaction of any judgment in any such action, suit, or proceeding against such person; provided, however, that such person shall give the Company an
opportunity, at its own expense, to handle and defend the same before he or she undertakes to handle and defend it on his or her own behalf.  The foregoing
right of indemnification shall not be exclusive and shall be independent of any other rights of indemnification to which such persons may be entitled under
the Company’s Articles of Incorporation or By-laws, by contract, as a matter of law, or otherwise.
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Section 17.11 Other Plans.  No Award, payment or amount received hereunder shall be taken into account in computing an Employee’s salary or
compensation for the purposes of determining any benefits under any pension, retirement, life insurance or other benefit plan of the Company or any
Affiliate, unless such other plan specifically provides for the inclusion of such Award, payment or amount received.  Nothing in the Plan shall be construed to
limit the right of the Company to establish other plans or to pay compensation to its employees, in cash or property, in a manner which is not expressly
authorized under the Plan.
 

Section 17.12 Limits of Liability.  Any liability of the Company with respect to an Award shall be based solely upon the contractual obligations
created under the Plan and the Award Agreement. None of the Company, any member of the Board nor any member of the Committee shall have any liability
to any party for any action taken or not taken, in good faith, in connection with or under the Plan.
 

Section 17.13 Governing Law.  Except as otherwise provided herein, the Plan shall be construed in accordance with the laws of the State of Nevada,
without regard to principles of conflicts of law.
 

Section 17.14 Severability of Provisions.  If any provision of the Plan is held invalid or unenforceable, such invalidity or unenforceability shall not
affect any other provision of the Plan, and the Plan shall be construed and enforced as if such invalid or unenforceable provision had not been included in the
Plan.
 

Section 17.15 No Funding.  The Plan shall be unfunded. The Company shall not be required to establish any special or separate fund or to make any
other segregation of funds or assets to ensure the payment of any Award.
 

Section 17.16 Headings. Headings used throughout the Plan are for convenience only and shall not be given legal significance.
 

Section 17.17 Terms of Award Agreements . Each Award shall be evidenced by an Award Agreement, which Award Agreement, if it provides for the
issuance of Common Stock, shall require the Holder to enter into and be bound by the terms of the Company’s Stockholders’ Agreement, if any.  The terms of
the Award Agreements utilized under the Plan need not be the same.
 

Section 17.18 California Information Requirements.  To the extent applicable, the Company shall comply with the information requirements
applicable to the Plan pursuant to Section 260.140.46 of the California Code of Regulations.
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THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
 

PROXY
FOR THE ANNUAL MEETING OF STOCKHOLDERS OF

CHINANET ONLINE HOLDINGS, INC.
TO BE HELD ON JUNE 15, 2011

 
Handong Cheng, Zhige Zhang, and George Kai Chu, and each of them, each with full power of substitution, hereby are authorized to vote as specified below
or, with respect to any matter not set forth below, as a majority of those or their substitutes present and acting at the meeting shall determine, all of  the shares
of  capital stock of ChinaNet Online Holdings, Inc. that the undersigned would be entitled to vote, if personally present, at the 2011 annual meeting of
stockholders and any adjournment thereof.
 

Unless otherwise specified, this proxy will be voted FOR Proposals 1, 2 and 3.  The Board of Directors
recommends a vote FOR Proposals 1, 2 and 3.

 
1. ELECTION OF DIRECTORS
 

 FOR all nominees listed below (except
as marked to the contrary below)

   WITHHOLD AUTHORITY to vote for
all nominees listed below

Handong Cheng
Zhige Zhang
Zhiqing Cheng
Watanabe Mototake
Douglas MacLellan

 
INSTRUCTION: To withhold authority to vote for any nominee, write the nominee’s name in the space provided below.
 
   
 
2. RATIFICATION OF INDEPENDENT ACCOUNTANTS
 

o           FOR o           AGAINST o           ABSTAIN
 
3.  ADOPTION OF THE CHINANET ONLINE HOLDINGS, INC. 2011 OMNIBUS SECURITIES AND INCENTIVE PLAN
 

o           FOR o           AGAINST o           ABSTAIN
 
Please sign exactly as your name appears below. When shares are held by joint tenants, each should sign. When signing as attorney, executor, administrator,
trustee, guardian, corporate officer, or partner, please give full title as such.
 
Date:  __________, 2011  
 Signature
  
  
 Signature if held jointly
 

PLEASE MARK, SIGN, DATE AND RETURN THE PROXY CARD PROMPTLY USING THE
ENCLOSED ENVELOPE.
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