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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements

of Certain Officers.
 
2022 Long-Term Equity Award
 
On December 19, 2022, the Compensation Committee (the “Committee”) of the Board of Directors of Servotronics, Inc. (the “Company”) awarded 14,546
shares of restricted stock to William Farrell, Jr., Chief Executive Officer of the Company. As previously disclosed, Mr. Farrell’s target long-term equity
incentive compensation was set at 40% of his base salary (prorated for the partial year due to his appointment in April 2022). Recognizing the transitional
nature of Mr. Farrell’s first partial year of employment with the Company, the Committee considered various performance goals as part of a comprehensive
qualitative review of his performance and awarded him long-term equity incentive compensation equal to approximately 170% of target. The restricted stock
award was made under the Company’s 2022 Equity Incentive Plan and the restricted stock will vest one-third on the first anniversary of the date of grant and
one-third each on April 1, 2024 and 2025.
 
The foregoing description of the Restricted Stock Award Agreement is qualified in its entirety by reference to the Restricted Stock Award Agreement, a form
of which is attached hereto as Exhibit 10.1 and incorporated herein by reference.
 
2023 Executive Compensation Program
 
The Committee is also in the process of developing a well-balanced compensation program for 2023. The executive officer compensation program is
expected to contain three primary components: base salary, an annual cash incentive award and long-term equity incentive awards subject to both
performance-based vesting (earned over a three-year performance period) and service-based vesting (over a three-year period), as summarized below. The
performance metrics for the annual and long-term incentive awards as well as the total compensation opportunity for each executive officer are expected to
be established by the Committee in the first quarter of 2023.
 
Base Salary. The base salaries for the Company’s executive officers will be reviewed annually by the Committee and adjusted from time to time to recognize
competitive market data based on the officer’s level of responsibility, outstanding individual performance, promotions and internal equity considerations.
 
Annual Cash Incentive Awards. The executive officers will also have an opportunity to earn annual incentive awards, paid in cash, designed to reward annual
corporate performance (75%) and individual performance (25%). Each year the Committee will establish a target annual incentive award opportunity for
each executive officer following a review of their individual scope of responsibilities, experience, qualifications, individual performance and contributions to
the Company. Both the corporate performance metrics and the individual goals will be aligned with the Company’s overall strategic priorities.
 
The Committee expects to set the target annual cash incentive equal to a percentage of annual base salary. If the target goal for a corporate performance
metric is achieved, then the corporate performance metric will be deemed to be earned at 100%. If the threshold or maximum goal for a performance metric
is achieved, then the corporate performance metric will be deemed to be earned at 50% or 200%, respectively. Results below threshold result in a zero payout
and achievement at levels between threshold and maximum will be determined via linear interpolation.
 

 



 

 

 
Long-term Equity Incentive Awards. The executive officers will also have an opportunity to earn long-term equity incentive awards intended to provide
incentives for the creation of value and the corresponding growth of the Company’s stock price over time. The Committee will set the target for the three-
year LTIP award equal to a percentage of base salary. The Committee believes that the long-term equity incentive awards should provide an appropriate
balance between performance incentive and retention awards, accordingly, for each three-year LTIP award, 75% of the target award will be performance-
based and 25% of the target award will be service-based. If the target goal for a performance metric is achieved, then the performance metric will be deemed
to be earned at 100%. If the threshold or maximum goal for a performance metric is achieved, then the performance metric will be deemed to be earned at
50% or 200%, respectively. Results below threshold result in a zero payout and achievement at levels between threshold and maximum are determined via
linear interpolation. The performance-based portion of the LTIP award will vest immediately upon the Committee’s determination that the applicable
performance metrics have been achieved at the end of the performance period. The service-based portion of the LTIP award vests one-third per year over
three years.
 
Item 9.01 Financial Statements and Exhibits.
 
(d)       Exhibits
 
Exhibit 10.1 Form of Restricted Stock Award Agreement in connection with the Servotronics, Inc. 2022 Equity Incentive Plan
  
Exhibit 104 Cover Page Interactive Data File (embedded within Inline XBRL document)
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 
Date: December 21, 2022   
   
 Servotronics, Inc.
   
 By: /s/Lisa F. Bencel, Chief Financial Officer
  Lisa F. Bencel
  Chief Financial Officer
 

 



 
Exhibit 10.1

 
Restricted Stock 

 Award Agreement

 
This RESTRICTED STOCK AWARD AGREEMENT, dated as of [DATE] (the “Agreement”), by and between Servotronics, Inc., a Delaware

corporation (the “Company”), and [NAME] (the “Recipient”). Capitalized terms used but not otherwise defined in this Agreement shall have the respective
meanings set forth in the Servotronics, Inc. 2022 Equity Incentive Plan (the “Plan”).

 
WHEREAS, effective [GRANT DATE] (the “Date of Grant”), the Compensation Committee (the “Committee”) of the Board of Directors (the

“Board”) of the Company granted the Recipient a Restricted Stock Award, pursuant to which the Recipient shall receive shares of the Company’s Common
Stock, par value $0.20 per share (“Common Stock”), pursuant to and subject to the terms and conditions of the Plan.

 
NOW, THEREFORE, in consideration of the Recipient’s services to the Company and for other good and valuable consideration, the receipt and

sufficiency of which are hereby acknowledged, the parties hereto agree as follows:
 
1.            Number of Shares and Share Price. The Company hereby grants the Recipient a Restricted Stock Award (the “Stock Award”) for

[NUMBER] shares of Common Stock (the “Restricted Stock”) pursuant to the terms of this Agreement and the provisions of the Plan.
 
2.            Restrictions and Restricted Period.
 

(a)          Restrictions. Restricted Stock granted hereunder may not be sold, assigned, transferred, pledged, hypothecated or otherwise
disposed of and shall be subject to a risk of forfeiture until the lapse of the Restricted Period (as defined below). The Company shall not be required (i) to
transfer on its books any Restricted Stock which shall have been sold or transferred in violation of any of the provisions set forth in this Agreement, or (ii) to
treat as owner of such shares or to accord the right to vote as such owner or to pay dividends to any transferee to whom such shares shall have been so
transferred.

 
(b)          Lapse of Restrictions; Restricted Period. The restrictions set forth above shall lapse and the Restricted Stock shall become freely

transferable (provided, that such transfer is otherwise in accordance with federal and state securities laws) and non-forfeitable as set forth in this Section 2(b).
 

(i)            Restrictions with respect to the Restricted Stock shall lapse as follows: [NUMBER] shares on [FIRST VESTING
DATE]; [NUMBER] shares on [SECOND VESTING DATE] and [NUMBER] shares on [THIRD VESTING DATE] (each a “Vesting Date”).

 

 



 

 

 
(ii)          Except as set forth in Section 3, each such lapse of restrictions shall occur only if the Recipient has remained employed

by the Company through the applicable Vesting Date (the “Restricted Period”). The portion of the Restricted Stock which does not vest as of the applicable
Vesting Date, and any related accrued but unpaid dividends that are at that time subject to restrictions as set forth herein, shall, as of the applicable Vesting
Date be forfeited to the Company without payment of any consideration by the Company, and neither the Recipient nor any of his or her successors, heirs,
assigns or personal representatives shall thereafter have any further rights or interests in such shares of Restricted Stock or certificates.

 
(iii)         In order to enforce the foregoing restrictions, the Committee may (A) require that the certificates representing the shares

of Restricted Stock remain in the physical custody of the Company or in book entry until any or all of such restrictions expire or have been removed, and (B)
cause a legend or legends to be placed on the certificates or book entry which make appropriate reference to the restrictions imposed under the Plan.

 
(c)          Rights of a Stockholder. Except as provided in this Section 2(c) and Section 2(d) of this Agreement, Recipient shall exercise all

ownership rights with respect to the Restricted Stock, provided that voting rights with respect to the Restricted Stock will be exercisable only if the record
date for determining shareholders entitled to vote falls on or after the Date of Grant and before the effective date of a forfeiture of Restricted Stock under
Section 2(b) of this Agreement. The Recipient shall have the same rights with respect to any shares of Common Stock accruing to Restricted Stock as a result
of any adjustment under Section 14 of the Plan.

 
(d)          Dividends. Stock distributed in connection with a Common Stock split or Common Stock dividend, and other property distributed

as a dividend (including cash), shall be subject to restrictions and a risk of forfeiture to the same extent as the Restricted Stock with respect to which such
Common Stock or other property has been distributed. Notwithstanding the generality of the foregoing, cash dividends paid on Restricted Stock shall be
deferred for payment until the date of vesting (if any) of the related shares of Restricted Stock; provided such deferral is in compliance with Section 409A of
the Code, in cash, shares of Common Stock or other property.

 
3.            Termination of Employment.
 

(a)          Except as otherwise set forth in this Agreement, in the event that the Recipient ceases to be employed by the Company for any
reason prior to the lapse of the Restricted Period, then the Restricted Stock and any accrued but unpaid dividends that are at that time subject to restrictions
set forth herein, shall be forfeited to the Company without payment of any consideration by the Company, and neither the Recipient nor any of his or her
successors, heirs, assigns or personal representatives shall thereafter have any further rights or interests in such shares of Restricted Stock or certificates.
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(b)          In the event that the Recipient’s employment with the Company is terminated due to his death or Disability, then the Restricted

Period set forth in Section 2(b) hereof shall immediately lapse and the Restricted Stock shall become immediately and fully vested.
 
(c)          In the event of a Change in Control, the provisions of Section 15 of the Plan shall control.
 

4.            Miscellaneous.
 

(a)          Amendments. This Agreement may be amended or modified only by the Committee; provided that any such amendment or
modification adversely affecting the rights of the Recipient hereunder must be consented to by the Recipient to be effective as against the Recipient.

 
(b)          83(b) Election. Recipient understands that Section 83(a) of the Internal Revenue Code, taxes as ordinary income the fair market

value of the Restricted Stock as of the date that such shares of Restricted Stock vest in accordance with this Agreement. Recipient understands that Recipient
may elect to be taxed at the time that Restricted Shares are granted, rather than when and as vesting occurs, by filing an election under Section 83(b) (an
“83(b) Election”) of the Code with the Internal Revenue Service within thirty (30) days from the date of the grant of the Restricted Stock. Recipient
understands that, if an 83(b) Election is made, an additional copy of such 83(b) Election is required to be filed with his/her federal income tax return for the
calendar year in which the grant occurs and must also provide a copy to the Company. Recipient acknowledges and understands that it is the Recipient’s sole
decision, obligation, and responsibility whether or not to file such 83(b) Election, and neither the Company nor the Company’s legal or financial advisors
shall have any obligation or responsibility with respect to such filing nor shall the Company or the Company’s legal or financial advisors have any obligation
or responsibility with respect to the Recipient’s decision to make or not make an 83(b) election. Recipient further acknowledges that the Company has
directed the Recipient to seek independent advice regarding the applicable provisions of the Code, the income tax laws of any municipality, or state in which
the Recipient may reside.

 
(c)          No Right to Continued Employment. The granting of the Stock Award evidenced hereby and this Agreement shall impose no

obligation on the Company or any affiliate to continue the employment of the Recipient and shall not lessen or affect any right that the Company or any
affiliate may have to terminate the employment of such Recipient.

 
(d)          Withholding and Taxes. No later than the date as of which an amount first becomes includible in the gross income of the

Recipient for income tax purposes or subject to the Federal Insurance Contributions Act withholding with respect to the Restricted Stock granted hereunder,
the Recipient will pay to the Company or make arrangements satisfactory to the Committee regarding the payment of, any United States federal, state or
local taxes of any kind required by law to be withheld with respect to such amount and in accordance with Section 18(c) of the Plan. The obligations of the
Company under the Stock Award will be conditional on such payment or arrangements, and the Company shall, to the extent permitted by law, have the right
to deduct any such taxes from any payment otherwise due to the Recipient.
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(e)          Notices. Any notification required by the terms of this Agreement shall be given in writing and shall be deemed effective upon

personal delivery or within three (3) days of deposit with the United States Postal Service, by registered or certified mail, with postage and fees prepaid. A
notice shall be addressed to the Company, Attention: Corporate Secretary, at its principal executive office and to the Recipient at the address that he or she
most recently provided to the Company.

 
(f)           Entire Agreement. This Agreement and the Plan constitute the entire contract between the parties hereto with regard to the subject

matter hereof. They supersede any other agreements, representations or understandings (whether oral or written and whether express or implied) which relate
to the subject matter hereof.

 
(g)          Waiver. No waiver of any breach or condition of this Agreement shall be deemed to be a waiver of any other or subsequent breach

or condition whether of like or different nature.
 
(h)          Successors and Assigns. The provisions of this Agreement shall inure to the benefit of, and be binding upon, the Company and its

successors and assigns and upon the Recipient, the Recipient’s assigns and the legal representatives, heirs and legatees of the Recipient’s estate, whether or
not any such person shall have become a party to this Award Agreement and have agreed in writing to be joined herein and be bound by the terms hereof.

 
(i)            Choice of Law. This Agreement shall be governed by the law of the State of New York (regardless of the laws that might

otherwise govern under applicable Mississippi principles of conflicts of law) as to all matters, including but not limited to matters of validity, construction,
effect, performance and remedies.

 
(j)            Award Subject to Plan. By entering into this Agreement the Recipient agrees and acknowledges that the Recipient has received

and read a copy of the Plan. The Stock Award is subject to the Plan. The terms and provisions of the Plan as it may be amended from time to time are hereby
incorporated herein by reference. In the event of a conflict between any term or provision contained herein and a term or provision of the Plan, the applicable
terms and provisions of the Plan will govern and prevail.

 
(k)          Severability. The provisions of this Agreement are severable and if any one or more provisions are determined to be illegal or

otherwise unenforceable, in whole or in part, the remaining provisions shall nevertheless be binding and enforceable.
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(l)            Signature in Counterparts. This Agreement may be signed in counterparts, each of which shall be an original, with the same

effect as if the signatures thereto and hereto were upon the same instrument.
 
(m)        Compensation Recoupment Policy. This Agreement shall be subject to any compensation recoupment policy of the Company that

is applicable by its terms to the Recipient and to Stock Awards of this type.
 

[Intentionally left blank]
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IN WITNESS WHEREOF, the undersigned have caused this Agreement to be executed as of [DATE].
 

 SERVOTRONICS, INC.
   
  Name:
  Title:

 
Acknowledged as of the date first written above:
 
RECIPIENT
 
Name:
Title:
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