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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or non-accelerated
filer.  See definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act.  (Check one:)
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PART I – FINANCIAL INFORMATION

Item 1 - Financial Statements

OMEGA HEALTHCARE INVESTORS, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)

March 31, December 31,
2014 2013

(Unaudited)
ASSETS

Real estate properties
Land and buildings $ 3,107,285 $ 3,099,547
Less accumulated depreciation (738,708 ) (707,410 )
Real estate properties – net 2,368,577 2,392,137
Investment in direct financing leases 531,795 529,445
Mortgage notes receivable – net 354,497 241,515

3,254,869 3,163,097
Other investments – net 56,052 53,054

3,310,921 3,216,151
Assets held for sale – net 820 1,356
Total investments 3,311,741 3,217,507

Cash and cash equivalents 20,374 2,616
Restricted cash 28,817 31,759
Accounts receivable – net 152,863 147,504
Other assets 65,130 62,830
Total assets $ 3,578,925 $ 3,462,216

LIABILITIES AND STOCKHOLDERS’ EQUITY
Revolving line of credit $ — $ 326,000
Term loan 200,000 200,000
Secured borrowings 297,016 298,531
Unsecured borrowings – net 1,594,106 1,199,887
Accrued expenses and other liabilities 132,456 137,695
Total liabilities 2,223,578 2,162,113

Stockholders’ equity:
Common stock $.10 par value authorized – 200,000 shares issued and
outstanding – 125,419 shares as of
March 31, 2014 and 123,530 as of December 31, 2013   12,542   12,353
Common stock – additional paid-in capital 2,059,085 1,998,169
Cumulative net earnings 982,478 926,649
Cumulative dividends paid (1,698,758) (1,637,068)
Total stockholders’ equity 1,355,347 1,300,103
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Total liabilities and stockholders’ equity $ 3,578,925 $ 3,462,216

See notes to consolidated financial statements.
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OMEGA HEALTHCARE INVESTORS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Unaudited
(in thousands, except per share amounts)

Three Months Ended
March 31,

2014 2013
Revenue
Rental income $95,918 $93,109
Income from
direct
financing
leases 14,084 -
Mortgage
interest
income 9,326 7,346
Other
investment
income – net 1,421 1,306
Miscellaneous 252

13
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Ms. Eskilson and Mr. Foote do not serve on any Committees of the Board. Mr. Jan M. Winston served as Chairman of the Board during the year. The Board met 11 times during fiscal year 2017, including four meetings by telephone. Board members are encouraged, but not required by any specific Board policy, to attend the Company’s Annual Meeting.

All five Board members, then in office, were in attendance at the 2017 Annual Meeting. During 2017 each non-employee director of the Company was also a member of each Committee of the Board of Directors and each attended all of the meetings of the Board and the respective committees of the Board on which they served in fiscal 2017.

The Bylaws of the Company provide for a range of no less than four and no more than six directors.

The Board does not have a policy on whether or not the roles of Chief Executive Officer and Chairman of the Board should be separate and, if they are to be separate, whether the Chairman of the Board should be selected from the non-employee directors or be an employee. The Board believes that it should be free to make a choice from time to time in any manner that is in the best interests of the Company and its shareholders.

Currently, Mr. Winston serves as the Chairman of the Board and Ms. Eskilson serves as a director and Chief Executive Officer. The Board of Directors believes this is the most appropriate structure for the Company at this time because it makes the best use of Mr. Winston’s skills and experience, including more than 18 years as a director of the Company.

Board’s Role in the Oversight of Risk Management

Companies face a variety of risks, including credit risk, liquidity risk, and operational risk. In fulfilling its risk oversight role, the Board focuses on the adequacy of the Company’s risk management process and overall risk management system. The Board believes an effective risk management system will (1) adequately identify the material risks that the Company faces in a timely manner, (2) implement appropriate risk management strategies that are responsive to the Company’s risk profile and specific material risk exposures, (3) integrate consideration of risk and risk management into business decision-making throughout the Company, and (4) include policies and procedures that adequately transmit necessary information with respect to material risks to senior executives and, as appropriate, to the Board or relevant committee.

The Audit Committee has been designated to take the lead in overseeing risk management at the Board level. Accordingly, the Audit Committee schedules time for periodic review of risk management, in addition to its other duties. In this role, the Audit Committee receives reports from management and other advisors, and strives to generate serious and thoughtful attention to the Company’s risk management process and system, the nature of the material risks the Company faces, and the adequacy of the Company’s policies and procedures designed to respond to and mitigate these risks.

Although the Board’s primary risk oversight has been assigned to the Audit Committee, the full Board also periodically receives information about the Company’s risk management system and the most significant risks that the Company faces. This is principally accomplished through Audit Committee reports to the Board and summary versions of the briefings provided by management and advisors to the Committee.

In addition, the Board and the Audit Committee encourage management to promote a corporate culture that understands risk management and incorporates it into the overall corporate strategy and day-to-day business operations. The Company’s risk management structure also includes an ongoing effort to assess and analyze the most likely areas of future risk for the Company. As a result, the Board and Audit Committee periodically ask the Company’s executives to discuss the most likely sources of material future risks and how the Company is addressing any significant potential vulnerability.

14
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Audit Committee

The Company has a separately designated standing Audit Committee. Luke P. LaValle, Jr. has served as the Audit Committee Chairman since assuming the role in December 2006. The three other members of the Audit Committee are Messrs. Romano, Strandlund and Winston. The Board of Directors has determined that the members of the Audit Committee each satisfy the requirements for independence under applicable SEC rules, as well as the independence standards of the NASDAQ Stock Market. In 2017, the Audit Committee was comprised of all outside directors throughout the year. The Audit Committee is empowered by the Board of Directors to, among other things, serve as an independent and objective party to monitor the Company’s financial reporting process, internal control system and disclosure control system, review and appraise the audit efforts of the Company’s independent accountants, assume direct responsibility for the appointment, compensation, retention and oversight of the work of the outside auditors and for the resolution of disputes between the outside auditors and the Company’s management regarding financial reporting issues, and provide an open avenue of communication among the independent accountants, financial and senior management, and the Company’s Board of Directors. The Audit Committee has adopted a written charter approved by the Board, a copy of which is available on our website at www.inradoptics.com.

The Audit Committee met five times during 2017 with all members in attendance at all of the meetings.

Audit Committee Financial Expert

The Board of Directors of the Company has determined that Mr. LaValle is an “audit committee financial expert” as such term is defined under applicable SEC rules.

Compensation Committee

The Compensation Committee is comprised of all independent outside directors, and is responsible for establishing appropriate salaries and bonuses for all executive officers and senior management of the Company. N.E. Rick Strandlund has served as the Chairman of the Compensation Committee since his appointment in May 2009. Messrs. LaValle, Romano and Winston are also members of the Compensation Committee.

The Compensation Committee has the responsibility of granting equity-based incentive compensation (i.e. stock options and grants of restricted stock units) to eligible employees including the executive officers, and to its directors. The Compensation Committee duties also include administering and interpreting the Company’s 2010 Equity Compensation Program (“the Stock Compensation Plan”). The duties relating to the Company’s Stock Compensation Plan include selecting from eligible employees those persons to whom awards will be granted and determining the type of award, the number of shares to be included in each award, any restrictions for some or all of the shares subject to the award and the award price. The Compensation Committee reviews and approves all matters regarding the compensation of the executive officers and other executives of the Company. The Compensation Committee has no charter.

The Compensation Committee has the authority to hire independent advisors to help fulfill its duties. No independent advisors were hired in 2017.

The Compensation Committee held three meetings during 2017 to review and establish compensation policy for the year with all members in attendance at all meetings.

Nominating Committee

During 2017, the Nominating Committee was comprised of all independent, outside directors. The Nominating Committee met once during the year with all members in attendance. The Committee strives to compose the Board of Directors with a collection of individuals who bring a variety of complementary skills which, as a group, will possess the appropriate skills and experience to oversee the Company’s business. Accordingly, although diversity may be a consideration in the Committee’s process, the Committee and the Board of Directors do not have a formal policy with regard to the consideration of diversity in identifying director nominees. The Nominating Committee has adopted a written charter approved by the Board, a copy of which is available on our website at www.inradoptics.com.
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Mr. Dennis Romano has served as Chairman of the Nominating Committee since his appointment by the Board of Directors on January 18, 2012. The other three members of the Nominating Committee are Messrs. LaValle, Strandlund and Winston.

Procedures for Considering Nominations Made by Stockholders

The Nominating Committee’s charter describes procedures for nominations to be submitted by shareholders and other third-parties, other than candidates who have previously served on the Board or who are recommended by the Board. The charter states that a nomination must be delivered to the Secretary of the Company at the principal executive offices of the Company not later than the close of business on the ninetieth (90th) day nor earlier than the close of business on the one hundred twentieth (120th) day prior to the first anniversary of the preceding year's annual meeting; provided, however, that if the date of the annual meeting is more than thirty days before or more than sixty days after such anniversary date, notice to be timely must be so delivered not earlier than the close of business on the one hundred twentieth day prior to such annual meeting and not later than the close of business on the later of the ninetieth day prior to such annual meeting or the close of business on the tenth day following the day on which public announcement of the date of such meeting is first made by the Company. The public announcement of an adjournment or postponement of an annual meeting will not commence a new time period (or extend any time period) for the giving of a notice as described above. The charter requires a nomination notice to set forth as to each person whom the proponent proposes to nominate for election as a director: (a) all information relating to such person that is required to be disclosed in solicitations of proxies for election of directors in an election contest, or is otherwise required, in each case pursuant to Regulation 14A under the Securities Exchange Act of 1934, as amended (including such person's written consent to being named in the proxy statement as a nominee and to serving as a director if elected), and (b) information that will enable the Nominating Committee to determine whether the candidate satisfies the criteria established by the Nominating Committee, as described below.

15
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Qualifications

The charter describes the minimum qualifications for nominees and the qualities or skills that are necessary for directors to possess. Each nominee:

· must satisfy any legal requirements applicable to members of the Board;

· must have business or professional experience that will enable such nominee to provide useful input to the Board in its deliberations;

· must have a reputation in the Company’s industry, for honesty and ethical conduct;

· must have a working knowledge of the types of responsibilities expected of members of a board of directors of a public corporation; and

· must have experience, either as a member of the board of directors of another public or private company or in another capacity that demonstrates the nominee’s capacity to serve in a fiduciary position.

Identification and Evaluation of Candidates for the Board

Candidates to serve on the Board will be identified from all available sources, including recommendations made by shareholders. The Nominating Committee’s charter provides that there will be no differences in the manner in which the Nominating Committee evaluates nominees recommended by shareholders and nominees recommended by the Committee or management, except that no specific process shall be mandated with respect to the nomination of any individuals who have previously served on the Board. The evaluation process for individuals other than existing Board members will include:

· a review of the information provided to the Nominating Committee by the proponent;

· a review of reference letters from at least two sources determined to be reputable by the Nominating Committee; and

· a personal interview of the candidate;

together with a review of such other information as the Nominating Committee shall determine to be relevant.

Third Party Recommendations
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In connection with the 2018 Annual Meeting of Shareholders, the Nominating Committee did not receive any nominations from any shareholder or group of shareholders which owned more than 5% of the Company’s Common Stock for at least one year.

Communication with the Board

The Board has established a procedure that enables shareholders to communicate in writing with members of the Board. Any such communication should be addressed to the Company’s Secretary and should be sent to such individual c/o the Company at its principal place of business at 181 Legrand Ave, Northvale, NJ 07647. Any such communication must state, in a conspicuous manner, that it is intended for distribution to the entire Board. Under the procedures established by the Board, upon the Secretary’s receipt of such communication, the Company’s Secretary will send a copy of such communication to each member of the Board, identifying it as a communication received from a shareholder. Absent unusual circumstances, at the next regularly scheduled meeting of the Board held more than two days after such communication has been distributed, the Board will consider the substance of any such communication.
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EXECUTIVE COMPENSATION AND OTHER INFORMATION

Executive Officers of the Registrant

The following table sets forth the name and age of each executive officer of the Company, the period during which each such person has served as an executive officer and the current position with the Company held by each such person:

Name and Age Since Position With the Company

Amy Eskilson, 57 2012 President and Chief Executive Officer

William J. Foote, 67 2006 Chief Financial Officer, Corporate Secretary and Treasurer

Thomas A. Caughey, 69 2011 Vice President of Product Development

George Murray, 54 2013 Vice President of Sales and Marketing

Amy Eskilson joined the Company on February 7, 2011 as Vice President of Sales and Marketing and was appointed an officer on March 24, 2011. She has held the position of President and CEO since October 1, 2012. Previously, she spent a number of years with Thorlabs, Inc., a photonic tool catalog company where she served as Director of Business Development from 2001 to 2011.  In this role Amy coordinated a team responsible for a total of eight acquisitions.  She fostered the development of multiple partner companies and executed both technology transfers and IP license agreements. Prior to that she was the inside sales and technical support manager for Thorlabs and served in various marketing roles beginning in 1992. Ms. Eskilson was also involved as a founding member in several private photonic companies including Nova Phase, Inc., Menlo Systems, Inc. and Idesta Quantum Electronics where she also served on the Board of Directors. She received her BA in Communications in 1985 from Montclair State University. 

William J. Foote joined the Company in May 2006 and was appointed Chief Financial Officer and Corporate Secretary on May 16, 2006. In June 2009, he was appointed to the position of Treasurer. In October 2017, the Board of Directors unanimously elected William J. Foote as a class II director. He previously served as Chief Financial Officer of INSL-X Products Corporation, a paint and coatings manufacturer, from 2002 through 2005. From 2000 to 2002, he was CFO of ASD Group, Inc., a publicly held contract manufacturer serving the OEM marketplace in the high-tech sector. From 1990 through 1999, Mr. Foote held several executive positions including Corporate Controller, Director and Vice-President of Finance positions with Benjamin Moore & Co., a paint and coatings manufacturer. Earlier in his career, Mr. Foote served in various senior financial roles in Canada. Mr. Foote is both a Certified Public Accountant and a Chartered Professional Accountant (Canada). His past experience includes working in the audit area with the public accounting firm of KPMG (Canada). He holds a Bachelor of Arts degree from Carleton University in Ottawa and a Master’s Degree in Accounting from the University of British Columbia.

Thomas A. Caughey has been with the Company since 1978. He was appointed an officer on March 24, 2011 and serves as Vice-President of Product Development, a position he has held for more than 15 years. His current role has focused on development of systems involving non-linear crystals, and advances in the development of individual crystal components that the company manufactures. Previously, he was a research associate at Texas Tech University, working in the area of picosecond spectroscopy of chemical reactions. Tom holds a Doctorate in physical chemistry from the University of Wisconsin – Madison and an undergraduate degree in chemistry from the University of Michigan – Ann Arbor.

George Murray assumed the role of Vice President of Sales and Marketing on January 14, 2013 and was appointed an officer on January 30, 2013. He joined the Company as Sales Manager, West Region on March 29, 2010. Previously, he spent a number of years with Axsys Technologies Imaging Systems, a developer, manufacturer and distributor of optical systems for the aerospace, defense, semiconductor, medical and graphic arts industries. In addition, he held increasingly responsible roles in applications engineering, product marketing and sales management, including international sales, with Photon Dynamics, a provider of inspection systems to the automotive, electronics and semiconductor industries. He also held sales engineer, product marketing manager and system engineer roles with the Gerber group of Companies, a provider of inspection and imaging systems and CAD CAM software. Mr. Murray holds an MBA from Rensselaer Polytechnic Institute and a B.S., Mechanical Engineering from the University of Connecticut. 
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Each of the executive officers has been elected by the Board of Directors to serve as an officer of the Company until the next election of officers, as provided by the Company’s by-laws.

Executive Compensation

The following Summary Compensation Table sets forth, for the years ended December 31, 2017 and 2016, the compensation paid by the Company and its Subsidiaries, with respect to the Company’s Chief Executive Officer and two other highest paid executives.

Summary Compensation Table

Name & Principal Position Year
Salary

($)

Bonus
($)

Option
Awards

($)

(1)(2)

Stock
Awards

($)

All Other
Compensation
($)

(3)

Total

($)

Amy Eskilson, 2017 180,003 — 22,000 — 8,100 210,103
President and CEO 2016 180,003 — 13,480 — 8,100 201,583
William J. Foote, 2017 149,656 — 11,000 — 6,735 167,391
CFO, Corporate Secretary and Treasurer 2016 149,656 — 6,740 — 6,735 163,131
George Murray, 2017 139,006 — 8,250 — 6,255 153,511
Vice President of Sales and Marketing 2016 139,006 — 5,055 — 6,368 150,429

(1) The aggregate grant date fair value of option awards and stock awards are computed in accordance with FASB ASC Topic 718, in accordance with SEC rules. The valuation is based on the assumptions set forth in note 9 to our Consolidated Financial Statements filed on April 1, 2018 with the Securities and Exchange Commission in our annual report on Form 10-K.

(2) On January 18, 2017, stock options with an exercise price of $0.57 per share and a fair value of $0.55 per share were granted to each of Ms. Eskilson (40,000 stock options), Mr. Foote (20,000 stock options) and Mr. Murray (15,000 stock options). On February 22, 2016, the Company granted stock options with an exercise price of $0.35 per share and a fair value of $0.34 per share to each of Ms. Eskilson (40,000 stock options), Mr. Foote (20,000 stock options) and Mr. Murray (15,000 stock options). All stock options granted in 2017 and 2016 have a ten year term and vest over three years, one-third each year upon the anniversary of the grant. The amounts reflect the aggregate grant date fair value of each award.

(3) All Other Compensation includes the fair value of Company stock contributed in 2017 and 2016 as a match to the Company’s Section 401(k) Plan for individual executive contributions to the Plan in the 2016 and 2015 Plan years, respectively. This amounted to $8,100 and $8,100 for Ms. Eskilson, $6,735 and $6,735 for Mr. Foote and $6,255 and $6,368 for Mr. Murray, respectively.

Employment Agreements

The Company has not entered into any employment agreement with any of Ms. Eskilson, Mr. Foote or Mr. Murray.
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Outstanding Equity-Based Awards at Fiscal Year-End

The following table provides information pertaining to vested and non-vested stock options held by each of the executive officers named in the Summary Compensation Table as of December 31, 2017.
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

OPTION AWARDS (1)

Name

Number of
Securities
Underlying
Unexercised
options (#)
Exercisable

Number of
Securities
Underlying
Unexercised
options (#)
Unexercisable

Option
Exercise
Price
($)

Option
Expiration
Date
($)

Amy Eskilson, — 40,000 .57 01/18/2027
President and CEO 13.333 26,667 .35 02/22/2026

16,666 8,334 .19 01/13/2025
20,000 — .27 01/21/2024
30,000 — .50 9/12/2022
6,300 — .95 12/21/2021

Total:    86,299 Total:   75,001

William J. Foote, — 20,000 .57 01/18/2027
CFO, Secretary and Treasurer 6,666 13,334 .35 02/22/2026

6,667 3,333 .19 01/13/2025
10,000 — .27 01/21/2024
10,000 — .35 02/06/2023
6,300 — .95 12/21/2021
6,300 — .98 03/24/2021
6,300 — 1.00 12/28/2019
4,598 — 1.75 01/22/2019

Total:    51,831 Total:   36,667

George Murray, — 15,000 .57 01/18/2027
VP of Sales and Marketing 5,000 10,000 .35 02/22/2026

13,333 6,667 .19 01/13/2025
6,000 — .27 01/21/2024
15,000 — .23 01/14/2023
3,400 — .95 12/21/2021
3,400 — .98 03/24/2021
5,000 — 1.00 03/29/2020

Total:    51,133 Total:   31,667

(1) Options have a ten year term and vest over three years, one-third each year upon each anniversary of the grant.
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Equity Compensation Plan Information

The following table gives information about the Company’s Common Stock that may be issued upon the exercise of options, warrants and rights under the Company’s 2000 Equity Compensation Program and the 2010 Equity Compensation Plan, as of December 31, 2017. These plans were the Company’s only equity compensation plans in existence as of December 31, 2017.
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Plan Category

(a)
Number of Securities to
be Issued Upon Exercise
of Outstanding Options,
Warrants and Rights

(b)
Weighted-Average
Exercise Price of
Outstanding Options,
Warrants and Rights

(c)
Number of Securities
Remaining Available for
Future Issuance Under
Equity Compensation
Plans (Excluding
Securities Reflected in
Column (a)

Equity Compensation Plans Approved by Shareholders (1) 903,008 $ .58 3,184,300
Equity Compensation Plans Not Approved by Shareholders —  —  —  

Total 903,008 $ .58 3,184,300

(1) The 2000 Equity Compensation Program expired on June 2, 2010 but each outstanding option, warrant and right granted under the Program shall expire on the date determined under the terms of the original award, which in no event, shall exceed 10 years. The 2010 Equity Compensation Program was adopted by the Company’s shareholders at the Annual Meeting held on June 2, 2010. Under this Program, an aggregate of up to 4,000,000 shares of common stock may be granted. As of December 31, 2017 there were a total of 95,641 options outstanding under the 2000 Plan and 807,367 options outstanding under the 2010 Plan. In 2017, 3,400 stock options were forfeited and 13,506 stock options expired under the 2000 Plan. Under the 2010 Equity Compensation Plan, a total of 180,000 stock options were awarded to employees and directors and a total of 11,967 stock options were forfeited in 2017. In addition, 8,333 stock options were exercised under the 2010 Equity Compensation Plan in 2017.

Compliance with Section 16(a) Beneficial Ownership

Section 16(a) of the Securities Exchange Act of 1934 requires the Company’s directors and officers, and persons who beneficially own more than 10% of a registered class of the Company’s equity securities, to file initial reports of ownership and reports of changes in ownership with the Securities and Exchange Commission. These persons are required by the Securities and Exchange Commission to furnish the Company with copies of all Section 16(a) reports that they file.

Based solely on our review of (i) Forms 3 and 4 and amendments thereto furnished to the Company during 2017, (ii) any Forms 5 and amendments thereto furnished to the Company with respect to 2017, and (iii) any written representations that no Form 5 was required, with respect to the period from January 1, 2017 through December 31, 2017, all required reports were timely filed.

Certain Relationships and Related Party Transactions

The documented ethics policies of the Company restrict certain types of related party transactions between the Company and its directors, officers, and employees of the Company. Specifically, compensation for services provided by directors, officers, and employees to the Company may not be through any source but the Company. The Company’s policies do permit related parties to participate in financial transactions, limited to financing via debt or equity. In such instances, the Company has an informal policy of requiring that the terms of such financing, including but not limited to interest rates and fees, are at least equal to or better than the terms obtainable via financing from other sources. The Audit Committee is responsible for the review and approval of all related party transactions.

In April 2018, the maturity date of a $1,500,000 Subordinated Convertible Promissory Note issued in favor of Clarex Limited (“Clarex”), a major shareholder and debt holder, was extended to April 1, 2021. The note was originally issued on October 31, 2003 and bears interest at 6%. Interest accrues yearly, is payable on maturity of the note and, along with principal, may be converted into securities of the Company as follows: the Note is convertible in the aggregate into 1,500,000 units with each unit consisting of one share of common stock and one warrant. Each warrant allows the holder to acquire 0.75 shares of common stock at a price of $1.35 per share. The expiration date of the warrants under the conversion terms has been extended to April 1, 2024.
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In addition, in April 2018, the maturity date of a $1,000,000 Subordinated Convertible Promissory Note issued in favor of Welland Limited, an affiliate of Clarex, bearing interest at 6% was extended to April 1, 2021. The note was originally issued on December 31, 2002. Interest accrues yearly, is payable on maturity of the note and, along with principal, may be converted into securities of the Company as follows: the Note is convertible in the aggregate into 1,000,000 units with each unit consisting of one share of common stock and one warrant. Each warrant allows the holder to acquire 0.75 shares of common stock at a price of $1.35 per share. The expiration date of the warrants under the conversion terms has been extended to April 1, 2024.

No payments against the total principal of $2,500,000 have been made. In 2017, the Company paid a total of $112,500 in interest on the outstanding Subordinated Convertible Notes described above. Accrued interest on the notes amounted to $112,500 as of December 31, 2017.

Code of Ethics

The Company has adopted a Code of Ethics that applies to the Company’s principal executive officer, principal financial officer, principal accounting officer or controller (or persons performing similar functions). A copy of such Code of Ethics is available on the Company website at www.inradoptics.com and will be made available without charge and upon written request addressed to the attention of the Secretary of the Company and mailed to the Company’s principal executive offices, 181 Legrand Avenue, Northvale, NJ 07647. If the Company makes any substantive amendments to the Code of Ethics or grants any waiver, including any implicit waiver from a provision of the Code of Ethics to its directors or executive officers, the Company will disclose the nature of such amendments or waiver in its website or in a current report on Form 8-K.

Relationship with Independent Public Accountants

On December 13, 2017, the Company dismissed its independent registered public accounting firm, Baker Tilly Virchow Krause, LLP, and the Audit Committee engaged PKF O’Connor Davies LLP, Certified Public Accountants (“PKF”) as its new independent registered public accounting firm to examine and report on the financial statements of the Company for the fiscal year ending December 31, 2017.

(a)Dismissal of Previous Independent Registered Public Accounting Firm

(i) On December 13, 2017, Inrad Optics, Inc. (the “Company”) dismissed its independent registered public accounting firm, Baker Tilly Virchow Krause, LLP (“Baker Tilly”).

(ii) The report of Baker Tilly on the consolidated financial statements and the related balance sheets of the Company as of December 31, 2016 and 2015, and the related consolidated statements of operations, shareholders’ equity, and cash flows for the years ended December 31, 2016 and 2015 did not contain an adverse opinion or disclaimer of opinion and were not qualified or modified as to uncertainty, audit scope or accounting principles.

(iii)The decision to change the independent registered public accounting firm was recommended and approved by the Audit Committee of the Board of Directors of the Company.  

(iv) During the Company’s two most recent fiscal years ended December 31, 2016 and December 31, 2015, and any subsequent interim periods through December 13, 2017, the date of dismissal, (a) there were no disagreements with Baker Tilly on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or procedure, which disagreements, if not resolved to the satisfaction of Baker Tilly, would have caused it to make reference thereto in its reports on the consolidated financial statements for such years and (b) there were no “reportable events” as described in Item 304(a)(1)(v) of Regulation S-K.
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(b)Appointment of New Independent Registered Public Accounting Firm

On December 13, 2017, the Board of Directors of the Company engaged PKF O’Connor Davies LLP, Certified Public Accountants (“PKF”) as its new independent registered public accounting firm to audit and review the Company’s consolidated financial statements. During the two most recent fiscal years ended December 31, 2016 and December 31, 2015 and any subsequent interim periods through the date hereof prior to the engagement of PKF, neither the Company, nor someone on its behalf, has consulted PKF
regarding:

(i) either: 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 consolidated financial statements, and either a written report was provided to the Company or oral advice was provided that the new independent registered public accounting firm concluded was an important factor considered by the Company in reaching a decision as to the accounting, auditing or financial reporting issue; or

(ii)any matter that was either the subject of a disagreement as defined in paragraph 304(a)(1)(iv) of Regulation S-K or a reportable event as described in paragraph 304(a)(1)(v) of Regulation S-K.

Representatives of PKF will be available by telephone during the annual meeting to respond to any appropriate questions that may arise. A representative of Baker Tilly Virchow Krause, LLP is not expected to be present at the Annual Meeting or to have an opportunity to make a statement if they desire to do so but will be available by telephone to respond to appropriate questions from the stockholders.

Householding of Annual Meeting Materials

Some banks, brokers and other nominee record holders may be participating in the practice of “householding” proxy statements. This means that only one copy of this Proxy Statement may have been sent to multiple stockholders in the same household. We will promptly deliver a separate copy of this Proxy Statement to any stockholder upon written or oral request to: Inrad Optics, Inc., 181 Legrand Avenue, Northvale, New Jersey 07647, Attn.: Secretary, or by phone at (201) 767-1910. Any stockholder who wants to receive a separate copy of this Proxy Statement, or of our proxy statements or annual reports in the future, or any stockholder who is receiving multiple copies and would like to receive only one copy per household, should contact the stockholder’s bank, broker, or other nominee record holder, or the stockholder may contact us at the address and phone number above.

Principal Accounting Fees and Services

In accordance with the requirements of the Sarbanes-Oxley Act of 2002 and the Audit Committee’s charter, all audit and audit-related work and all non-audit work performed by the Company’s independent accountants is approved in advance by the Audit Committee, including the proposed fees for such work. The Audit Committee is informed of each service actually rendered.

Audit Fees.

Audit fees billed or expected to be billed by the Company’s principal accountant, PKF O’Connor Davies, LLP (“PKF”) for the audit of the financial statements included in the Company’s Annual Reports on Form 10-K for the year ended December 31, 2017 were $65,000.

Audit fees billed or expected to be billed by the Company’s predecessor principal accountant, Baker Tilly Virchow Krause, LLP (“BT”), for reviews of the financial statements included in the Company’s Quarterly Reports on Form 10-Q, for the year ended December 31, 2017 were $45,000. Audit fees billed or expected to be billed by BT for the audit of the financial statements included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2016, and reviews of the financial statements included in the Company’s Quarterly Reports on Form 10-Q for the year ended December 31, 2016 were $117,000.
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Audit-Related Fees

The Company was billed $2,125 and $1,224 by the Company’s principal accountants for the fiscal years ended December 31, 2017 and 2016, respectively, for assurance and related services that are reasonably related to the performance of the audit or review of the Company’s financial statements and are not reported under the caption “Audit Fees” above.

Tax Fees

The Company was billed or is expected to be billed an aggregate of $15,000 and $19,000 by the Company’s principal accountants for the fiscal years ended December 31, 2017 and 2016, respectively, for tax services, principally the preparation of income tax returns.

All Other Fees

The Applicable law and regulations provide an exemption that permits certain services to be provided by the Company’s outside auditors even if they are not pre-approved. The Company has not relied on this exemption at any time since the Sarbanes-Oxley Act was enacted. The Company did not have any other fees in 2017 and 2016. (We paid Baker Tilly consulting fees in 2018 for support in implementing Revenue Recognition ASC 606 which was effective January 1, 2018)
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Audit Committee Report

In connection with the preparation and filing of the Company’s Annual Report on Form 10-K for the year ended December 31, 2017:

(1)the Audit Committee reviewed and discussed the audited financial statements with the Company’s management;

(2)the Audit Committee discussed with the Company’s independent auditors the matters required to be discussed by PCAOB Auditing Standard No. 1301, “Communications with Audit Committees”;

(3)the Audit Committee received and reviewed the written disclosures and the letter from the Company’s independent auditors required by the Independence Standards Board Standard No. 1 (Independence Discussions with Audit Committees) and discussed with the Company’s independent auditors any relationships that may impact their objectivity and independence and satisfied itself as to the auditor’s independence; and

based on the review and discussions referred to above, the Audit Committee recommended to the Board that the audited financial statements be included in the 2017 Annual Report on Form 10-K, as filed with the SEC on April 1, 2017.

This report shall not be deemed incorporated by reference by any general statement incorporating this Proxy Statement by reference to any filing under the Securities Act of 1933, as amended, or under the Securities Exchange Act of 1934, as amended, and shall not be deemed filed under either of such acts except to the extent that the Company specifically incorporates this information by reference.

This report is furnished by the Audit Committee of the Board of Directors.

Luke P. LaValle, Jr., Audit Committee Chairman

Jan M. Winston

Dennis Romano

N.E. Rick Strandlund
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NOTICE REGARDING FILING OF SHAREHOLDERS PROPOSALS

AT 2019 ANNUAL MEETING

Any proposal intended to be presented by a shareholder at the 2019 Annual Meeting of Shareholders must be received by the Company at the Company’s principal executive offices, 181 Legrand Avenue, Northvale, NJ 07647 no later than the close of business on December 31, 2018 to be considered for inclusion in the Proxy Statement for the 2019 Annual Meeting and by April 1, 2019 in order for the proposal to be considered timely for consideration at next years’ Annual Meeting (but not included in the Proxy Statement for such meeting).

The Annual Meeting of Shareholders is called for the purposes set forth in the Notice. The Board does not know of any matter for action by shareholders at such meeting other than the matters described in the Notice. However, the enclosed proxy will confer discretionary authority with respect to matters which are not known at the date of printing hereof which may properly come before the meeting. It is the intention of the person named in the proxy to vote in accordance with their judgment on any such matter.

You are cordially invited to attend the Annual Meeting in person. Your participation in discussion of the Company’s affairs will be welcome.

/S/ William J. Foote
William J. Foote, Secretary

Dated: April 30, 2018

A copy of the Company's annual report on Form 10-K for the fiscal year ended December 31, 2017, filed with the Securities and Exchange Commission containing consolidated financial statements of the Company as of December 31, 2017, is available (excluding exhibits) without cost to shareholders upon written request to William J. Foote, Secretary, Inrad Optics, Inc., 181 Legrand Avenue, Northvale, NJ 07647 The annual report is not to be regarded as proxy soliciting material or as a communication by means of which any solicitation is to be made.
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