COMPENSATION COMMITTEE CHARTER
CTI INDUSTRIES CORPORATION

Establishment and Function of Committee.

There shall be a committee of the Board of DirectdrCTI INDUSTRIES
CORPORATION ("CTI") to be known as the Compensatmmmittee ("Committee").
The purpose and function of the Committee shatblreview, evaluate and make
recommendations to the Board of Directors of CTaayning the compensation of
officers, directors and senior members of managéewrfe@TI and its subsidiaries.

Committee Member ship

The Committee will be composed of at least threeatlors, all of whom shall satisfy the
definition of "independent” under the listing stands of The NASDAQ Stock Market.

All Committee members shall also be independentaroployee directors as defined by
Rule 16b-3 under the Securities Exchange Act o183 "outside directors" as required
by Section 162(m) of the Internal Revenue Code. Chemittee members will be
appointed by the Board of Directors of CTI and rhayremoved by the Board in its
discretion. The Committee shall have the authaatglelegate any of its responsibilities
to subcommittees, as the Committee may deem apatepprovided that the
subcommittees are composed solely of independesttdrs.

M eetings

The Committee shall meet as often as it deems sacges order to perform the
Committee's responsibilities, but in no event kass two times each year.

Committee Authority and Responsibilities
The authority and responsibilities of the Commitball include the following:

. The Committee shall have responsibility for depahg and maintaining
an executive compensation policy that (i) suppGi$s business strategy and
objectives, (ii) establishes and maintains a retetip between levels of
compensation and corporate performance and retioistgareholders, (iii)
provides overall competitive compensation levelscwhwill attract and retain key
executives, (iv) creates proper incentives to eobahareholder value, (v)
rewards superior performance and (vi) is justifiydhe returns available to
shareholders.

. The Committee shall have responsibility for reyievaluation and
recommendations to the Board concerning the salagntive compensation and
other compensation items for the Chief ExecutivBo®f, all Named



Executive Officers, other senior members of managegnmembers of the Board
of Directors and certain of the senior manageme@XTd subsidiaries.

. The Committee shall have responsibility for reyievaluation and
recommendations concerning the adoption, termsteraance and
implementation of compensation and benefit planSf including amendments
to existing plans, including cash and equity baeedntive compensation plans,
stock option plans, retirement plans and deferoedpensation plans.

The Committee shall recommend annually subjectigceabjective criteria to
serve as the basis for the Chief Executive Offscesimpensation, evaluate the
Chief Executive Officer's performance in light bbse criteria and recommend
the Chief Executive Officer's compensation basethahevaluation.

. In establishing or recommending the compensdtidre paid to executive
officers, the Committee shall utilize, where it deappropriate, comparative
data regarding compensation practices. The Conamitigy retain one or more
compensation consultants or other advisors totabgsCommittee with its duties.
The Committee shall have the sole authority to appthe fees and other
retention terms of any such consultant or advisor.

. With respect to the Company's equity-based cosgten plans, the
Committee shall approve grants of stock optionstricted stock, performance
shares, stock appreciation rights, and other edpaisgd incentives to the extent
provided under the compensation plans. The Comenitizy delegate to the Chief
Executive Officer all or part of the Committee'sharity and duties with respect
to grants and awards to individuals who are nojesitho the reporting
requirements and other provisions of Section l#efSecurities and Exchange
Act of 1934, as amended.

. The Committee shall from time to time review andke
recommendations to the Board of Directors regarthiegcompensation of non-
employee directors.

. The Committee shall provide, over the names ef@bmmittee members,
the required Compensation Committee report foiGbmpany's proxy statement
for the annual meeting of shareholders.

. The Committee shall have available to it suchpsuppersonnel, including
management staff, outside auditors, attorneys anduitants, and to incur such
expenses to be paid by the Corporation, as it deewsssary or appropriate to
discharge their responsibilities.

. The Committee shall consider the application @t®n 162(m) of the
Internal Revenue Code to the Company and its coggtiem practices.



. The proceedings of the Committee meetings $leatlocumented in
minutes. At the next regular Board meeting follogvany Committee meeting,
the Chairman of the Committee shall report to thar of Directors on behalf of
the Committee.

. The Committee shall cause to be provided to NAQDsppropriate
written confirmation of any of the foregoing matters NASDAQ may from time
to time require.

. On an annual basis, the Committee shall perforravaluation of the
performance of the Committee, and report to ther@oéDirectors the results of
such evaluation, and shall review and reassessdiguacy of the Charter of the
Compensation Committee and submit any proposedyelsan the Charter to the
Board of Directors for review.

ADOPTED:



