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KUSHCO HOLDINGS, INC.
6261 Katella Avenue, Suite 250
Cypress, CA 90630
December 28, 2020
Dear Stockholder:
You are cordially invited to attend the Annual Meeting of Stockholders of KushCo Holdings, Inc. (the “Annual Meeting”) to be held virtually on Thursday, January 28,
2021 at 9:00 a.m. Pacific Time.
At the Annual Meeting, we will be voting on the matters described in the accompanying Proxy Statement. You may vote on such matters in person (virtually) at the Annual
Meeting, or by proxy or via the internet or telephone. In light of the ongoing coronavirus (COVID-19) pandemic, we have elected to hold our Annual Meeting virtually via
remote communications to provide our stockholders with a means to attend the Annual Meeting in a manner that does not endanger the health and well-being of both our
stockholders and employees. You may attend the virtual Annual Meeting and vote your shares during the meeting by visiting www.virtualshareholdermeeting.com/KSHB2021
(there is no physical location for the Company annual meeting).
If you are unable to attend the virtual Annual Meeting, it is still important that your shares be represented and voted. Therefore, regardless of the number of shares you
own, PLEASE VOTE THROUGH THE INTERNET, BY TELEPHONE OR BY MAIL. Any stockholder who attends the meeting may vote in person (virtually) at the Annual
Meeting, even if he or she has voted through the internet, by telephone or by mail.
To be admitted to the Annual Meeting at www.virtualshareholdermeeting.com/KSHB2021, you will need the 16-digit control number included on the proxy card or voting
instructions card that accompanied your proxy materials. If you hold shares through a bank, broker or other nominee, you will need to contact such bank, broker or other
nominee for assistance with your 16-digit control number.
Online check-in will begin 15 minutes before the scheduled meeting start time. Please allow ample time for the online check-in process. If you have difficulty accessing the
virtual Annual Meeting, please call the technical support number that will be posted on the virtual Annual Meeting log-in page for assistance. We will have personnel available
to assist you. A list of our registered holders as of the close of business on the record date will be made available to stockholders during the meeting at
www.virtualshareholdermeeting.com/KSHB2021.
The board of directors has fixed the close of business on December 21, 2020 as the record date for determination of stockholders entitled to notice of, and to vote at, the
Annual Meeting and any adjournments or postponements thereof.
YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU PLAN TO VIRTUALLY ATTEND THE ANNUAL MEETING, PLEASE CAST YOUR VOTE
ONLINE, BY TELEPHONE OR BY COMPLETING, DATING, SIGNING AND PROMPTLY RETURNING YOUR PROXY CARD OR VOTING
INSTRUCTIONS CARD IN THE POSTAGE-PAID ENVELOPE BEFORE THE ANNUAL MEETING SO THAT YOUR SHARES ARE REPRESENTED AT THE
ANNUAL MEETING. INSTRUCTIONS REGARDING THE METHODS OF VOTING ARE CONTAINED IN THE ACCOMPANYING PROXY MATERIALS.
Sincerely,

Nicholas Kovacevich
Chairman and Chief Executive Officer

KUSHCO HOLDINGS, INC.
6261 Katella Avenue, Suite 250
Cypress, CA 90630
(714) 462-4603
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JANUARY 28, 2021
NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of KushCo Holdings, Inc. (the “Company”) will be held virtually on Thursday, January 28, 2021
at 9:00 a.m. Pacific Time at www.virtualshareholdermeeting.com/KSHB2021 for the following purposes:
1.

The election of the director nominees, nominated by the board of directors, for a one-year term, such term to continue until the annual meeting of stockholders in 2022 or
until such directors’ successors are duly elected and qualified or until their earlier resignation or removal;

2.

The ratification of the appointment of Marcum LLP as the Company’s independent registered public accounting firm for the fiscal year ending August 31, 2021;

3.

The approval of an amendment to the Company’s 2016 Stock Incentive Plan to increase the maximum number of shares authorized for issuance thereunder by
10,000,000 shares to 28,000,000 shares; and

4.

Such other business as may properly come before the Annual Meeting and any adjournments or postponements thereof.

The board of directors has fixed the close of business on December 21, 2020 as the record date for determination of stockholders entitled to notice of, and to vote at, the
Annual Meeting and any adjournments or postponements thereof. Only holders of record of our common stock at the close of business on that date will be entitled to notice of,
and to vote at, the Annual Meeting and any adjournments or postponements thereof. Each of the items of business listed above is more fully described in the Proxy Statement
that accompanies this notice.
The board of directors of KushCo Holdings, Inc. recommends that you vote “FOR” the election of the nominees of the board of directors as directors of KushCo Holdings,
Inc., “FOR” the proposal to ratify the appointment of Marcum LLP as the Company’s independent registered public accounting firm, and “FOR” the proposal to amend the 2016
Stock Incentive Plan to increase the maximum number of shares authorized for issuance thereunder by 10,000,000 shares to 28,000,000 shares.
Important notice regarding the availability of proxy materials for the Annual Meeting to be held virtually on Thursday, January 28, 2021: The Proxy Statement and
2020 Annual Report to Stockholders, which includes the Annual Report on Form 10-K for the fiscal year ended August 31, 2020, are available at www.proxyvote.com.
The Annual Report, however, is not part of the proxy solicitation material.

By order of the board of directors,

Nicholas Kovacevich
Chairman and Chief Executive Officer
Cypress, California
December 28, 2020
YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU PLAN TO VIRTUALLY ATTEND THE ANNUAL MEETING, PLEASE CAST YOUR VOTE
ONLINE, BY TELEPHONE OR BY COMPLETING, DATING, SIGNING AND PROMPTLY RETURNING YOUR PROXY CARD OR VOTING
INSTRUCTIONS CARD IN THE POSTAGE-PAID ENVELOPE BEFORE THE ANNUAL MEETING SO THAT YOUR SHARES ARE REPRESENTED AT THE
ANNUAL MEETING.
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KUSHCO HOLDINGS, INC.
6261 Katella Avenue, Suite 250
Cypress, CA 90630
(714) 462-4603
PROXY STATEMENT
Annual Meeting of Stockholders to Be Held on Thursday, January 28, 2021
This Proxy Statement is furnished in connection with the solicitation of proxies by the board of directors of KushCo Holdings, Inc. (the “Company” or “we”) for use at
the Annual Meeting of Stockholders of the Company to be held virtually on Thursday, January 28, 2021 at 9:00 a.m. Pacific Time at
www.virtualshareholdermeeting.com/KSHB2021, and any adjournments or postponements thereof (the “Annual Meeting”). At the Annual Meeting, the stockholders of the
Company will be asked to consider and vote upon:
1.

The election of the director nominees, nominated by the board of directors, for a one-year term, such term to continue until the annual meeting of stockholders in 2022 or
until such directors’ successors are duly elected and qualified or until their earlier resignation or removal;

2.

The ratification of the appointment of Marcum LLP as the Company’s independent registered public accounting firm for the fiscal year ending August 31, 2021;

3.

The approval of an amendment to the Company’s 2016 Stock Incentive Plan to increase the maximum number of shares authorized for issuance thereunder by 10,000,000
shares to 28,000,000 shares; and

4.

Such other business as may properly come before the Annual Meeting and any adjournments or postponements thereof.

This Proxy Statement, the accompanying proxy card or voting instruction card, and our 2020 Annual Report to Stockholders were first mailed to stockholders of the
Company on or about December 28, 2020.
To be admitted to the Annual Meeting at www.virtualshareholdermeeting.com/KSHB2021, you will need the 16-digit control number included on the proxy card or voting
instructions card that accompanied your proxy materials. If you hold shares through a bank, broker or other nominee, you will need to contact such bank, broker or other
nominee for assistance with your 16-digit control number.
Online check-in will begin 15 minutes before the scheduled meeting start time. Please allow ample time for the online check-in process. If you have difficulty accessing the
virtual Annual Meeting, please call the technical support number that will be posted on the virtual Annual Meeting log-in page for assistance. We will have personnel available
to assist you. A list of our registered holders as of the close of business on the record date will be made available to stockholders during the meeting at
www.virtualshareholdermeeting.com/KSHB2021.
The board of directors has fixed the close of business on December 21, 2020 as the record date for the determination of stockholders entitled to notice of, and to vote at, the
Annual Meeting (the “Record Date”). Only holders of record of common stock, par value $0.001 per share, of the Company (the “Common Stock”) at the close of business on
the Record Date will be entitled to notice of, and to vote at, the Annual Meeting. As of the Record Date, there were 132,142,375 shares of Common Stock outstanding and
entitled to vote at the Annual Meeting. As of the Record Date, there were approximately 182 stockholders of record. Each holder of a share of Common Stock outstanding as of
the close of business on the Record Date will be entitled to one vote for each share held of record with respect to each matter properly submitted at the Annual Meeting.
The presence, in person (virtually) or by proxy, of holders of a majority of the shares entitled to vote at the Annual Meeting is necessary to constitute a quorum for the
transaction of business at the Annual Meeting. Shares held of record by stockholders or their nominees who do not return a signed and dated proxy, properly deliver proxies via
the Internet or telephone, or attend the Annual Meeting in person (virtually) will not be considered present or represented at the Annual Meeting and will not be counted in
determining the presence of a quorum. Consistent with applicable law, we intend to count abstentions and broker non-votes for the purpose of determining the presence or
absence of a quorum for the transaction of business. A broker “non-vote” refers to shares held
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by a broker or nominee that does not have the authority, either express or discretionary, to vote on a particular matter. Applicable rules no longer permit brokers to vote in the
election of directors if the broker has not received instructions from the beneficial owner. Accordingly, it is important that beneficial owners instruct their brokers how they
wish to vote their shares.
With respect to the election of directors in Proposal 1, such directors are elected by a plurality of the votes cast if a quorum is present. In a plurality election, votes may only
be cast in favor of or withheld from the nominee; votes that are withheld will be excluded entirely from the vote and will have no effect. This means that the persons receiving
the highest number of “FOR” votes will be elected as directors. Any shares withheld or not voted will have no impact on the election of directors, except to the extent that the
failure to vote for an individual results in another individual receiving a larger percentage of votes.
Approval of Proposal No. 2 regarding the ratification of Marcum LLP as our independent registered public accounting firm for the fiscal year ending August 31, 2021
requires the affirmative vote of the majority of the votes cast by the shares of capital stock of the Company present in person or represented by proxy at the Annual Meeting and
entitled to vote on the subject matter. Abstentions and broker non-votes will have no effect on the voting outcome.
Approval of Proposal No. 3 regarding the amendment to the Company’s 2016 Stock Incentive Plan to increase the maximum number of shares authorized for issuance
thereunder by 10,000,000 shares requires the affirmative vote of the majority of the votes cast by the shares of capital stock of the Company present in person or represented by
proxy at the Annual Meeting and entitled to vote on the subject matter. Abstentions and broker non-votes will have no effect on the voting outcome.
The corporate actions described in this Proxy Statement will not afford stockholders the opportunity to dissent from the actions described herein or to receive an agreed or
judicially appraised value for their shares.
We encourage you to vote either online, by telephone or by completing, signing, dating and returning a proxy card or if you hold your shares through a brokerage firm,
bank or other financial institution, by completing and returning a voting instruction form. This will ensure that your shares will be voted at the Annual Meeting and reduces the
likelihood that we will be forced to incur additional expenses soliciting proxies for the Annual Meeting.
Voting over the Internet, by telephone or mailing a proxy card will not limit your right to vote in person (virtually) at the Annual Meeting. Any record holder as of the
Record Date may attend the Annual Meeting in person (virtually) and may revoke a previously provided proxy at any time by: (i) executing and delivering a later-dated proxy
to the corporate secretary at KushCo Holdings, Inc., 6261 Katella Avenue, Suite 250, Cypress, CA 90630; (ii) delivering a written revocation to the corporate secretary at the
address above before the meeting; or (iii) voting in person (virtually) at the Annual Meeting.
Beneficial holders who wish to change or revoke their voting instructions should contact their brokerage firm, bank or other financial institution for information on how to
do so. Beneficial holders who wish to attend the Annual Meeting and vote in person (virtually) should contact their brokerage firm, bank or other financial institution holding
shares of Common Stock on their behalf in order to obtain a “legal proxy”, which will allow them to vote in person (virtually) at the meeting. Virtual attendance at the Annual
Meeting will not, by itself, revoke a proxy.
Our board of directors recommends an affirmative vote on all proposals specified in the notice for the Annual Meeting. Proxies will be voted as specified. If your proxy is
properly submitted, it will be voted in the manner you direct. If you sign and return a proxy card but do not specify instructions with respect to any particular matter to
be acted upon at the meeting, proxies will be voted in favor of the board of directors’ recommendations.
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PROPOSAL 1
ELECTION OF DIRECTORS
The board of directors of the Company currently consists of six members. Directors serve for one-year terms, with each director being elected by our stockholders at each
annual meeting to succeed the directors whose terms are then expiring.
At the Annual Meeting, six directors, nominated by the board of directors, will stand for re-election to serve until the 2022 annual meeting of stockholders or until their
successors are duly elected and qualified or until their earlier resignation or removal.
The board of directors has nominated Eric Baum, Barbara Goodstein, Donald Hunter, Dallas Imbimbo, Peter Kadens, and Nicholas Kovacevich for election as the directors
of the Company. Unless otherwise specified in the proxy, it is the intention of the persons named in the proxy to vote the shares represented by each properly executed proxy
“FOR” the election of Eric Baum, Barbara Goodstein, Donald Hunter, Dallas Imbimbo, Peter Kadens and Nicholas Kovacevich. The nominees have agreed to stand for reelection and, if re-elected, to serve as directors.
However, if any such person nominated by the board of directors is unable to serve or will not serve, the proxies will be voted for the election of such other person or
persons as the board of directors may recommend.
Vote Required
The affirmative vote of a plurality of the votes cast by holders of shares of Common Stock present or represented by proxy and entitled to vote on the matter at the Annual
Meeting is required for the election of each of the nominees as a director of the Company.
OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR” THE ELECTION OF THE FOLLOWING NOMINEES OF THE BOARD OF
DIRECTORS: ERIC BAUM, BARBARA GOODSTEIN, DONALD HUNTER, DALLAS IMBIMBO, PETER KADENS AND NICHOLAS KOVACEVICH.
PROPERLY AUTHORIZED PROXIES SOLICITED BY THE BOARD OF DIRECTORS WILL BE VOTED “FOR” THE NOMINEES UNLESS INSTRUCTIONS
TO WITHHOLD OR TO THE CONTRARY ARE GIVEN.
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INFORMATION REGARDING THE DIRECTORS
Set forth below is certain information regarding the directors of the Company, based on information furnished to the Company by each director. The biographical
description below for each director includes his or her age, all positions he or she holds with the Company, his or her principal occupation and business experience over the past
five years, and the names of other publicly-held companies for which he or she currently serves as a director or has served as a director during the past five years. The
biographical description below for each director also includes the specific experience, qualifications, attributes and skills that led to the conclusion by the board of directors that
such person should serve as a director of the Company. In addition to such specific information, we also believe that all of our directors have a reputation for integrity, honesty
and adherence to high ethical standards. Further, they have each demonstrated business acumen and an ability to exercise sound judgment as well as a commitment of service to
the Company and our board.
Director Nominees of KushCo Holdings, Inc.
Director
Since

Name

Age

Position with the Company

Nicholas Kovacevich

35

Chairman and
Chief Executive Officer

2010

Eric Baum(1)(2)

43

Director

2016

Barbara Goodstein(1)(2)(3)

60

Director

2017

Donald Hunter(1)(2)(3)

64
35
43

Director
Director
Director

2018
2010
2020

Dallas Imbimbo
Peter Kadens

(1) Member of the Audit Committee
(2) Member of the Compensation Committee
(3) Member of the Nominating and Corporate Governance Committee
Nicholas Kovacevich — Chairman and Chief Executive Officer
Mr. Kovacevich has served as a Director and Secretary of the Company since its inception in December 2010. Mr. Kovacevich served as Chief Operating Officer of the
Company from December 2010 until August 29, 2014, at which time he was appointed Chief Executive Officer. Mr. Kovacevich was appointed Chairman of the board of
directors in November 2017. Mr. Kovacevich graduated Summa Cum Laude from Southwest Baptist University with a Bachelor of Science in Sports Management. After
college, Mr. Kovacevich began his entrepreneurial career by building and selling Pack My Dorm. He continued on to found several other successful businesses including
BigRentz, Inc., a leading online equipment rental company, and Alpha West Holdings, a diversified holding company whose portfolio businesses’ generate a combined $100M+
in annual sales. Recently, Kovacevich was appointed to California’s 32nd DAA Orange County Fair Board by California Governor Newsom.
Eric Baum — Director
Mr. Baum has served as a Director since December 7, 2016. Mr. Baum brings close to twenty years of experience in advising executive leadership teams across a spectrum
of industries, ranging from well-established Fortune 500 companies to emerging ventures. Mr. Baum has served as Managing Director of Acquis Consulting Group since April
2003, and Managing Director/Leader of its affiliate, Solidea Capital since 2006. Mr. Baum also serves in several advisory and board of director roles for start-up companies
such as BigRentz, Inc., ChemioCare, Tenant Tracker, and Data Exchange supporting the full spectrum of needs from idea conception through expansion and growth strategies.
In addition, Mr. Baum co-led the development of the ACTEcelerator program, an industry accelerator that focuses on the corporate travel market and is a joint venture between
Solidea and the Association of Corporate Travel Executives (ACTE), a travel trade association. Mr. Baum has been the founding partner of Summit Holdings since 2010. Mr.
Baum is also actively involved in the venture capital arena as an angel investor and participant in several investment-focused groups, such as the Charlotte Angel Fund, where
he has served since 2015. Mr. Baum holds a Bachelor of Business Administration from Emory University, where he graduated Valedictorian and was inducted into Beta Gamma
Sigma, the national business honor society, and Omikron Delta Kappa, a leadership society. Mr. Baum’s extensive background in advising corporate leaders and finance
experience led to his appointment as a Director.

4

Barbara Goodstein — Director
Ms. Goodstein has served as a Director since November 14, 2017. Ms. Goodstein is the Founder and CEO of B GREAT, an innovative line of CBD products including
uniquely formulated shots and a breakthrough skincare line. Prior to this Ms. Goodstein was the Chief Executive Officer and President of Tiger 21 Holdings. Previously, Ms.
Goodstein served as the Chief Marketing Officer at Vonage from 2012 through January 2015. Prior to joining Vonage, Ms. Goodstein held senior management positions at
AXA Equitable, JP Morgan Chase, and Instinet.com. Named Among the Top 25 Women in Finance (US Banker’s Most Powerful Women Annual Ranking), 2008 and 2009, she
participates in Fortune’s Most Powerful Women Summits, and is a member of the Women’s Forum, and Fortune’s Global Mentor Program. Ms. Goodstein has also won
AWNY’s “Impact” and “Changing the Game” awards for Innovation. Ms. Goodstein currently serves as a member of the board of directors of Manning & Napier, Inc., (NYSE:
MN), an investment management company, and as a member of the advisory board of Family Office Exchange. In addition, Ms. Goodstein served as a member of the board of
directors of AXA Advisors from 2006 through 2010 and Chase Investor Services Corp. from 2001 through 2005. Ms. Goodstein earned a Bachelor’s degree from Brown
University in 1981 and an M.B.A. from Columbia University School of Business in 1983, and she holds Series 7, 24 and 63 licenses. Ms. Goodstein’s extensive marketing
experience and her ability to assess competitive business landscapes led to her appointment as Director.
Donald Hunter — Director
Mr. Hunter has served as a Director since February 1, 2018. Since 2007, Mr. Hunter has served as principal at Donald Hunter, LLC, a consulting practice that assists
private equity firms and entrepreneurs to enhance the value of their technology companies. He previously served as Chief Operating Officer and Chief Financial Officer of
Harbor Global Company Limited, a publicly traded investment management, natural resources, and real-estate company, from 2000 through 2006, and as a senior executive at
The Pioneer Group, Inc. from 1988 through 2000, with responsibility for international start-up companies. Mr. Hunter began his career at the General Electric Company, where
he was a member of the corporate audit staff and a graduate of its Financial Management Training Program. Since 2013, Mr. Hunter has served as a member of the board of
directors of The LGL Group, Inc., a NYSE-listed frequency and spectrum control engineering and manufacturing company, and also serves as the Chairman of the Audit
Committee and a member of the Nominating Committee, and formerly served on the Compensation Committee. Previously, Mr. Hunter served as a member of the board of
directors, Chairman of the Audit Committee and member of the Nominating Committee of Juniper Pharmaceuticals, a NASDAQ-listed specialty pharmaceuticals company,
from March 2014 through March 2016, and a member of the board of directors of LICT Corporation, a holding company with subsidiaries in telecommunications and
multimedia, from June 2014 through June 2015. Mr. Hunter qualifies as a financial expert under the applicable rules of the Securities and Exchange Commission (the “SEC”)
and is an active member of the National Association of Corporate Directors. He holds a Bachelor of Science, magna cum laude, and an MBA with high honors from Boston
University. Mr. Hunter’s more than 25 years of public company experience and knowledge of corporate governance, SEC reporting, internal controls, international operations
and mergers and acquisitions matters led to his appointment as Director.
Dallas Imbimbo — Director
Mr. Imbimbo is one of the co-founders of the Company, has served as Chairman of the Company since its inception in December 2010 through November 2017, and
continues to serve as a Director of the Company. in addition to his role at the Company, Mr. Imbimbo co-founded BigRentz, Inc. in 2012, one of the nation’s largest
construction equipment rental networks. Under his leadership as President and Chief Executive Officer from inception through April 2017, BigRentz has become one of the
fastest growing companies in Southern California. Mr. Imbimbo continues to serve on the board of directors of BigRentz. In 2017. Mr. Imbimbo founded an investment firm,
Alpha West Holdings, specializing in investments of early stage companies and providing support and the framework needed to help their management teams succeed. Mr.
Imbimbo’s background in recruiting fortune 500 executives, developing small businesses and his visionary outlook led to his appointment as Director.
Peter Kadens — Director
Mr. Kadens has served on the Company’s advisory board since August 2019 and on the Board of Directors since May 2020. Mr. Kadens has served as Chairman of The
Kadens Family Foundation, a charitable organization since 2018. From January 2016 to August 2018, Mr. Kadens served as CEO of Green Thumb Industries Inc., one of the
largest publicly traded cannabis operators in the United States. Prior to joining Green Thumb Industries Inc., Mr. Kadens started SoCore Energy in 2008, one of the largest
commercial solar companies in the United States, which he later sold to Edison International in 2013. Mr. Kadens currently serves as the Chairman of Azenity Labs, a high-tech
disinfecting business he founded, as well as the Chairman of Kadens Family Holdings and Katalyst Management Collective. He has also served on the board of directors of
NewLake Capital Partners since 2019 and IgniteADR since 2018. He previously served on the board of directors of Green Thumb Industries Inc. from January 2016 to February
2019. He was also served on the board of directors of the Marijuana Policy Project (MPP) from January 2017 to June 2018. In addition, Mr. Kadens served on the board of
directors of the Cannabis Trade Federation, an organization focused exclusively on federal cannabis policy reform, from January 2018 to July 2020. Mr. Kadens’ cannabis
industry experience and relationships led to his appointment as Director.

5

INFORMATION REGARDING THE BOARD OF DIRECTORS
During the fiscal year ended August 31, 2020, our board of directors held 21 meetings. Each of the directors attended at least 75% of the aggregate of: (i) the total number
of meetings of the board of directors and (ii) the total number of meetings held by each committee of the board of directors on which he or she served during the fiscal year
ended August 31, 2020. The board of directors encourages directors to attend the Annual Meeting of Stockholders of the Company, or Special Meeting in lieu thereof, or, if
unable to attend in person (or virtually), to participate by other means, if practicable. Each of the then serving directors attended the 2020 Annual Meeting of Stockholders. In
recognition of this policy, the board of directors typically schedules a regular meeting of the board of directors to be held on the date of, and immediately following, the Annual
Meeting of Stockholders.
Our board of directors does not have a lead independent director and does not believe that one is currently necessary. The non-employee directors meet regularly in
executive sessions outside the presence of management. Mr. Kovacevich, our Chief Executive Officer, has served as the Chairman of the board of directors since
November 2017. Among other things, the independent directors provide feedback to the Chief Executive Officer on executive sessions and facilitate discussions among the
independent directors outside of meetings of the board of directors. The Chief Executive Officer is responsible for the day-to-day management of our Company and the
development and implementation of our Company’s strategy.
Our board of directors believes that the current board leadership structure, in which the roles of Chairman and Chief Executive Officer are held by one person, is
appropriate for us and our stockholders at this time. The current board leadership structure is believed to be appropriate because it demonstrates to our employees, suppliers,
customers, and other stockholders that we are under strong leadership, with a single person setting the tone and having primary responsibility for managing our operations. The
board will continue to reexamine our corporate governance policies and leadership structure on an ongoing basis to ensure that they continue to meet our needs. We will review
these policies and may adopt a different approach in the future if circumstances warrant a change.
Director Independence
Our common stock is not currently listed for trading on a national securities exchange and, as such, we are not subject to any director independence standards. However,
our board of directors evaluated the independence of our current Directors in accordance with the continued listing requirements of The Nasdaq Stock Market LLC and has
determined that Mr. Baum, Ms. Goodstein, Mr. Hunter and Mr. Imbimbo each qualify as independent under such listing requirements.
Role of Board in Risk Oversight Process
Our board of directors has responsibility for the oversight of the Company’s risk management processes and regularly discusses with management our major risk
exposures, their potential impact on our business and the steps we take to manage them. The risk oversight process includes receiving regular reports from members of senior
management to enable our board of directors to understand the Company’s risk identification, risk management and risk mitigation strategies with respect to areas of potential
material risk, including operations, finance, legal, regulatory, strategic and reputational risk.
The board of directors reviews information regarding liquidity and operations and oversees our management of financial risks. Periodically, the board of directors reviews
our policies with respect to risk assessment, risk management, loss prevention and regulatory compliance. Oversight by the board of directors includes direct communication
with our external auditors, and discussions with management regarding significant risk exposures and the actions management has taken to limit, monitor or control such
exposures. The board of directors is responsible for assessing whether any of our compensation policies or programs has the potential to encourage excessive risk-taking. The
board of directors also manages risks associated with the independence of the board, corporate disclosure practices, and potential conflicts of interest.
Corporate Governance and Code of Business Conduct
We believe our corporate governance initiatives comply with the Sarbanes-Oxley Act and the rules and regulations of the SEC adopted thereunder. Our board of directors
continues to evaluate our corporate governance principles and policies.
Our board of directors has adopted a code of business conduct that applies to each of our directors, officers and employees. The code addresses various topics, including:
•

compliance with applicable laws, rules and regulations;

•

conflicts of interest;
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•

public disclosure of information;

•

insider trading;

•

corporate opportunities;

•

competition and fair dealing;

•

discrimination, harassment and retaliation;

•

record-keeping;

•

confidentiality;

•

protection and proper use of company assets; and

•

reporting illegal and unethical behavior.

The code of business conduct is posted on our website at: https://ir.kushco.com/corporate-governance/governance-documents. Any waiver of the code of business conduct
for an executive officer or director may be granted only by our board of directors. Any amendment to the code of business conduct, or any waiver of its requirements that apply
to our principal executive officer, principal financial officer or principal accounting officer will be disclosed on our website. Any concerns regarding accounting or auditing
matters reported under these procedures will be communicated promptly to the audit committee.
Board Committees
Our board of directors has established an audit committee, a compensation committee and a nominating and corporate governance committee, each of which operate under
a charter that has been approved by our board of directors. The directors serving as members of these committees meet the criteria for independence under, and the functioning
of these committees complies with, the applicable requirements of the Sarbanes-Oxley Act and SEC rules and regulations. In addition, we believe that the functioning of these
committees complies with the rules of The Nasdaq Stock Market LLC. Each committee has the composition and responsibilities described below.
Audit Committee
Our board of directors has established an audit committee, which is comprised of Eric Baum, Barbara Goodstein and Donald Hunter, each of whom is a non-employee
member of the board of directors and qualifies as independent under applicable SEC rules (in addition to the Nasdaq continued listing requirements). Donald Hunter serves as
the Chairman of the audit committee. During the fiscal year ended August 31, 2020, the audit committee met nine times. The audit committee’s main function is to oversee our
accounting and financial reporting processes, internal systems of control, independent registered public accounting firm relationships and the audits of our financial statements.
The audit committee has adopted a written charter approved by the board of directors, which is available on our website at: https://ir.kushco.com/corporategovernance/governance-documents. Pursuant to the audit committee charter, the functions of the committee include, among other things:
•

appointing, approving the compensation of and assessing the independence of our registered public accounting firm;

•

overseeing the work of our registered public accounting firm;

•

reviewing and discussing with management and the registered public accounting firm our annual and quarterly financial statements and related disclosures;

•

monitoring our internal control over financial reporting and our disclosure controls and procedures;

•

meeting independently with our registered public accounting firm and management;

•

preparing the audit committee report required by SEC rules;

•

reviewing and approving or ratifying any related person transactions; and

•

overseeing our risk assessment and risk management policies.

All members of our audit committee qualify as financially literate under the Nasdaq continued listing requirements. Our board of directors has determined that Donald
Hunter is an “audit committee financial expert” as defined by applicable SEC rules. In addition,
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our board of directors has also determined that Mr. Hunter is “financially sophisticated” under the Nasdaq continued listing requirements.
Compensation Committee
Our board of directors has established a compensation committee, which is comprised of Eric Baum, Barbara Goodstein and Donald Hunter. Eric Baum serves as the
Chairman of the compensation committee. During the fiscal year ended August 31, 2020, the compensation committee met two times. Our compensation committee reviews and
recommends policies relating to compensation and benefits of our officers and employees. The compensation committee has adopted a written charter approved by the board of
directors, which is available on our website at: https://ir.kushco.com/corporate-governance/governance-documents. Pursuant to the compensation committee charter, the
functions of this committee include:
•

reviewing our compensation and benefits policies generally, including reviewing, approving and administering any incentive compensation plans and equity-based
plans;

•

in coordination with our other independent directors, if any, reviewing and approving the compensation of our chief executive officer and determining the chief
executive officer’s salary and contingent compensation based on performance and other relevant criteria;

•

identifying the corporate goals and objectives governing the chief executive officer’s compensation and, in coordination with our other independent directors, evaluating
the chief executive officer’s performance in light of such goals and objectives;

•

reviewing and approving the compensation of our other executive officers, including identifying the corporate goals and objectives governing such officers’
compensation and evaluating such officers’ performance in light of such goals and objectives;

•

making recommendations to our board of directors with respect to director compensation;

•

reviewing and approving perquisites and any other special benefit items payable to our executive officers;

•

if and as applicable, furnishing the annual compensation committee report required by SEC rules; and

•

reviewing and assessing any risks arising from our compensation policies and practices.

Our board of directors has determined that each of the members of the compensation committee is a “non-employee director” as defined in Rule 16b-3 promulgated under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”). The compensation committee may delegate its authority to subcommittees of the compensation
committee or its chair, including the authority to make grants and awards of stock rights or options to any of our non-executive officers. The compensation committee may also
delegate its authority relating to the compensation practices for employees (other than executive officers and directors), and to matters that the compensation committee deems
ministerial.
Nominating and Corporate Governance Committee
Our board of directors has established a nominating and corporate governance committee, which is comprised of Barbara Goodstein and Donald Hunter. Barbara Goodstein
serves as the Chairwoman of the nominating and corporate governance committee. During the fiscal year ended August 31, 2020, the nominating and corporate governance
committee met three times. The nominating and corporate governance committee has adopted a written charter approved by the board of directors, which is available on our
website at: https://ir.kushco.com/corporate-governance/governance-documents. Pursuant to the nominating and corporate governance committee charter, the functions of this
committee include, among other things:
•

identifying, evaluating, and making recommendations to our board of directors and our stockholders concerning nominees for election to our board, to each of the
board’s committees and as committee chairs;

•

annually reviewing the performance and effectiveness of our board and its committees and developing and overseeing a performance evaluation process;

•

if required by applicable stock exchange listing rules, developing and recommending to the board of directors a set of corporate governance guidelines;

•

evaluating adequacy of our corporate governance structure, policies, and procedures;
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•

reviewing stockholder proposals received by us and making recommendations to the board of directors regarding such proposals; and

•

reviewing and considering our policies and practices on significant issues of corporate social responsibility.

Compensation Committee Interlocks and Insider Participation
None of the members of our compensation committee is or has in the past served as an officer or employee of the Company.
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REPORT OF THE AUDIT COMMITTEE
The undersigned members of the audit committee of the board of directors of the Company submit this report in connection with the board’s review of the financial reports
of the Company for the fiscal year ended August 31, 2020 as follows:
1.

The audit committee has reviewed and discussed with management the audited financial statements of the Company for the fiscal year ended August 31, 2020.

2.

The audit committee has discussed with representatives of Marcum LLP the matters required to be discussed by the applicable requirements of Public Company
Accounting Oversight Board (“PCAOB”) and the Commission.

3.

The audit committee has received the written disclosures and the letter from Marcum LLP required by the applicable rules of the PCAOB regarding the independent
accountant’s communications with the audit committee concerning independence, and has discussed with Marcum LLP the independent accountant’s independence.

Based on the review and discussions referred to above, the audit committee approved the inclusion of the audited financial statements in the Company’s Annual Report on
Form 10-K for the fiscal year ended August 31, 2020 for filing with the SEC.
Submitted by the audit committee:
Donald Hunter, Chairman
Eric Baum
Barbara Goodstein
The information contained in the foregoing report shall not be deemed to be “soliciting material” or to be “filed” with the SEC, nor shall such information be incorporated by
reference into any future filing under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent that the Company specifically incorporates it by
reference in such filing.
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EXECUTIVE OFFICERS
Biographical information regarding our executive officers is set forth below. Each executive officer is appointed annually by our board and serves until his or her successor
is appointed and qualified, or until such individual’s earlier resignation or removal.
Name
Nicholas Kovacevich
Stephen Christoffersen
Rodrigo De Oliveira

Age

Position

35
35
39

Chairman and Chief Executive Officer
Chief Financial Officer
Chief Operating Officer

Nicholas Kovacevich — Chairman and Chief Executive Officer
Please refer to the “Information Regarding the Board of Directors” section of this Proxy Statement for Mr. Kovacevich’s biographical information.
Stephen Christoffersen — Chief Financial Officer
Mr. Christoffersen has served as our Chief Financial Officer since April 2020. Previously, Mr. Christoffersen served as the Company’s Executive Vice President of
Corporate Development since November 2018, during which time he oversaw and managed the Company’s business development functions, including expansion the
Company’s retail services divisions and investment in XS Financial Inc. Prior to joining the Company, Mr. Christoffersen served as Vice President, Investment Strategist for
Comerica Asset Management, from January 2017 to November 2018, and as Chief Financial Officer and Chief Operating Officer of Lawless Jerky, LLC, an emerging beef
jerky brand, from August 2015 to November 2018. Mr. Christoffersen has served on the board of directors of XS Financial Inc. since May 2019. Mr. Christoffersen received his
Chartered Financial Analyst designation in 2015 and holds a Bachelor of Science in Finance from the University of Nevada, Las Vegas.
Rodrigo De Oliveira — Chief Operating Officer
Mr. De Oliveira has served as our Chief Operating Officer since June 2019. Mr. De Oliveira joined the Company in April 2018 as Vice President of Operations and served
as interim Chief Operating Officer from February of 2019 until June 2019. Prior to joining the Company, Mr. De Oliveira was Senior Director of Supply Chain Processes and
Custom Development for Nike Accessories from August 2017 to April 2018. Prior to his role at Nike Accessories, Mr. De Oliveira was the Global Supply Chain Business Lead
at Brightstar from September 2013 to July 2017, a subsidiary of SoftBank Group Corp. Before Brightstar, Mr. De Oliveira served as Director of Supply Chain-Operations at
General Electric from December 2009 to September 2013. Mr. De Oliveira also spent over seven years with Oakley and EssilorLuxottica Group, where he served most recently
as Global Reverse Logistics leader, managing the company’s global reverse logistics and repackaging departments. Mr. De Oliveira earned his Bachelor’s degree in Business
Administration at Universidade Mackenzie in Brazil and an MIT Executive Certificate is in progress.
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EXECUTIVE COMPENSATION
We are an “emerging growth company” within the meaning of the Jumpstart Our Business Startups Act of 2012. As a result, we have elected to comply with the reduced
disclosure requirements applicable to emerging growth companies in accordance with SEC rules.
Summary Compensation Table
The following table sets forth information concerning compensation for the fiscal years ended August 31, 2020 and 2019 for the individual who served as our chief
executive officer (Mr. Kovacevich), our two most highly compensated executive officers for the fiscal year ended August 31, 2020 other than our chief executive officer, who
were serving at the end of fiscal year 2020, and one former executive officer who served during the fiscal year ended August 31, 2020 and would have been one of the two
most highly compensated executive officers had his employment not terminated prior to the end of fiscal year 2020 (collectively, the “named executive officers”).

Salary
($)

Stock
Awards
($)(2)

Bonus
($)(1)

Option
Awards
($)(2)

Non-Equity
Incentive
Plan
Compensation
($)

Other
Compensation
($)

Total
($)

Name and Principal Position

Year

Nicholas Kovacevich
Chairman and Chief Executive Officer

2020
2019

226,442
250,000

—
—

283,126(3)
75,000

448,933(4)
494,683

8,719
50,000

600
500

967,820
870,183

Stephen Christoffersen
Chief Financial Officer (5)

2020

204,212

—

140,250(3)

269,552(4)

6,277

550

620,841

Rodrigo De Oliveira
Chief Operating Officer

2020

241,923

—

213,126(3)

395,447(4)

7,967

600

859,063

Jason Vegotsky
Former Chief Revenue Officer

2020
2019

227,908
237,500

—
30,000

—
502,500

—
718,380

—
38,000

534,540(6)
500

762,448
1,526,880

(1) Amounts reflect bonus awards that were approved by our board of directors, and earned and accrued for as of August 31, 2020 and August 31, 2019, respectively.
(2) Except as otherwise described in these footnotes, amounts in these columns reflect the aggregate grant date fair value of restricted stock units and stock options, as
applicable, granted in the year specified, and for the fiscal year ended August 31, 2020, include the incremental fair value due to the repricing of option awards in August
2020, computed in accordance with FASB ASC Topic 718. These amounts do not correspond to the actual amounts that will be realized. Assumptions used in the
calculation of these values are included in footnote 13 of the notes to consolidated financial statements included in our Annual Report on Form 10-K for the fiscal year
ended August 31, 2020.
(3) These amounts include the aggregate grant date fair value of performance-based restricted stock units (assuming the underlying performance conditions will be
achieved) and time-based restricted stock units awarded to Mr. Kovacevich, Mr. Christoffersen and Mr. Oliveira, computed in accordance with FASB ASC Topic 718.
(4) These amounts include the aggregate grant date fair value of performance-based stock options awarded to Mr. Kovacevich, Mr. Christoffersen and Mr. Oliveira
(assuming the underlying performance conditions will be achieved), computed in accordance with FASB ASC Topic 718.
(5) Mr. Christoffersen was appointed Chief Financial Officer effective April 10, 2020.
(6) This amount reflects amounts paid to Mr. Vegotsky pursuant to the terms of a severance agreement we entered into with Mr. Vegotsky in connection with his resignation
as Chief Revenue Officer, and includes: (i) a cash severance payment in the amount of $75,000, (ii) the grant date fair value of 100,000 stock options, computed in
accordance with FASB ASC Topic 718, and (iii) the grant date fair value of 50,000 restricted shares, computed in accordance with FASB ASC Topic 718. This amount
also reflects the expense related to the accelerated vesting of 50,000 shares of Common Stock underlying a restricted stock award previously granted to Mr. Vegotsky,
pursuant to the terms of a severance agreement we entered into with Mr. Vegotsky, calculated in accordance with FASB ASC Topic 718.
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Narrative Disclosure to Compensation Tables
Employment Agreements
None of our named executive officers has an employment agreement with the Company.
Change of Control
None of our named executive officers are eligible to receive benefits in the event of a change in control or if their employment is terminated.
Under the terms of our 2016 Stock Incentive Plan, in the event of a change in control (as defined in the plan) all outstanding awards will become fully vested and/or
exercisable.
Equity Compensation
We grant stock options and restricted shares to our named executive officers as the long-term incentive component of our compensation program. Stock options allow
employees to purchase shares of our Common Stock at a price per share equal to the fair market value of our Common Stock on the date of grant and may or may not be
intended to qualify as “incentive stock options” for United States federal income tax purposes. Generally, one-third of the equity awards we grant vest on the first anniversary of
the grant date, with the remainder vesting in equal monthly installments over 24 months, subject to the employee’s continued employment with us on the vesting date.
Option Exchange
On July 31, 2020, we offered our employees and non-employee directors (“Eligible Participants”) the opportunity to exchange an outstanding option to purchase shares of
our Common Stock (“Eligible Options”) for a lesser number of replacement options (the “Exchange Offer”). Eligible Participants had until August 28, 2020 to opt in for the
Exchange Offer. The number of replacement options to be received by an Eligible Participant in the Exchange Offer varied based on the original exercise price of the option,
such that a higher original exercise price resulted in an Exchange Offer for a lower number of replacement options.
As a result of the Exchange Offer, 89 Eligible Participants opted in for the Exchange Offer resulting in 7,433 options cancelled and replaced with 5,195 replacement options
at an exercise price of $0.58 per share. The cancellation and replacement was accounted for as a modification of the original awards pursuant to guidance in ASC 718.
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Employee Benefits and Perquisites
Our named executive officers are eligible to participate in our health and welfare plans to the same extent as all full-time employees. We do not provide our named
executive officers with perquisites or other personal benefits other than reimbursement of their healthcare premiums (prior to our offering health plans).
Outstanding Equity Awards at 2020 Fiscal Year-End
The following table provides information regarding outstanding stock options and unvested stock awards held by each of our named executive officers as of August 31,
2020. All option awards were granted under our 2016 Equity Incentive Plan.
Options Awards

Name
Nicholas Kovacevich

Stephen Christoffersen

Rodrigo De Oliveira

Jason Vegotsky

Number of
Securities
Underlying
Unexercised
Options
(#)
Exercisable

Stock Awards

Equity
incentive
plan awards:
Number of
securities
underlying
unexercised
unearned
options
(#)

Number of
Securities
Underlying
Unexercised
Options
(#)
Unexercisable

Option
Exercise
Price
($)

Option
Expiration Date

Number of
Shares or Units
of Stock That
Have Not
Vested
(#)

Market
Value
of Shares or
Units of
Stock
That Have
Not
Vested
($)

Equity
Incentive
Plan
Awards:
Market or
Payout
Value of
Unearned
Shares,
Units or
Other
Rights That
Have Not
Vested
($)

Equity
Incentive
Plan
Awards:
Number of
Unearned
Shares,
Units or
Other
Rights That
Have Not
Vested
(#)

80,000
84,375(1)

—
37,125(1)

—
—

0.58
4.53

11/13/27
7/30/28

—
—

—
—

—
—

—
—

61,111(2)
—
—
—
—

38,889(2)
—
—
—
—

—
—
—
870,000(5)
—

0.58
—
—
0.63
—

10/23/28
—
—
4/23/30
—

—
58,140(3)
—
—
23,256(3)

—
36,338(3)
—
—
14,535(3)

—
—
125,000(4)
—
—

—
—
78,125(4)
—
—

—
58,333(6)
26,984(7)
—
111,112(8)
99,207(9)
26,984(10)

—
41,667(6)
30,159(7)
—
31,746(8)
43,651(9)
30,159(10)

—
—
—
523,500(5)
—
—
—

—
0.58
0.58
0.63
0.58
0.58
0.58

—
11/4/28
2/28/29
4/23/30
4/22/28
7/4/28
2/24/29

—
—
—
—
—
—
—

—
—
—
—
—
—
—

40,000(4)
—
—
—
—
—
—

25,000(4)
—
—
—
—
—
—

—
—
—
—
111,111
361,111
159,772

—
—
—

—
—
767,500(5)
—
—
—
—

—
—
0.63
0.70
5.95
5.02
4.53

—
—
4/23/30
10/31/22
9/29/20
9/29/20
9/29/20

40,698(3)
—
—
—
—
—
—

25,436(3)
—
—
—
—
—
—

—
75,000(4)
—
—
—
—
—

—
46,875(4)
—
—
—
—
—

100,000(11)
—
—
—

(1) This option was granted on July 31, 2018 with one-third of the option vesting on the one-year anniversary of the grant date and the remainder vesting in equal monthly
installments over the next 24 months.
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(2) This option was granted on October 24, 2018 with one-third of the option vesting on the one-year anniversary of the grant date and the remainder vesting in equal monthly
installments over the next 24 months.
(3) These restricted stock awards were granted on January 15, 2020 with one-third of the awards vesting on the one-year anniversary of the grant date and the remainder vesting
in equal monthly installments over the next 24 months. The market value of these awards is calculated using the closing price of our common stock on August 31, 2020
($0.625).
(4) These performance-based restricted stock unit awards were granted on April 24, 2020 and will vest in full if the Company achieves certain preestablished performance goals
by August 31, 2021. The market value of these awards is calculated using the closing price of our common stock on August 31, 2020 ($0.625).
(5) These performance-based options were granted on April 24, 2020 and will vest in full over a two-year period subject to the Company’s satisfaction of certain preestablished
performance goals for each of the fiscal years ending August 31, 2020 and 2021. The performance goals for the fiscal year ended August 31, 2020 were satisfied, resulting in
the vesting of 370,000 options for Mr. Kovacevich, 233,500 options for Mr. Christoffersen and 267,500 options for Mr. Oliveira.
(6) This option was granted on November 5, 2018 with one-third of the option vesting on the one-year anniversary of the grant date and the remainder vesting in equal monthly
installments over the next 24 months.
(7) This option was granted on March 1, 2019 with one-third of the option vesting on the one-year anniversary of the grant date and the remainder vesting in equal monthly
installments over the next 24 months.
(8) This option was granted on April 23, 2018 with one-third of the option vesting on the one-year anniversary of the grant date and the remainder vesting in equal monthly
installments over the next 24 months.
(9) This option was granted on July 5, 2018 with one-third of the option vesting on the one-year anniversary of the grant date and the remainder vesting in equal monthly
installments over the next 24 months.
(10) This option was granted on February 25, 2019 with one-third of the option vesting on the one-year anniversary of the grant date and the remainder vesting in equal monthly
installments over the next 24 months.
(11) This option was granted on July 1, 2020 pursuant to the terms of a severance agreement we entered into with Mr. Vegotsky and vested in full on November 1, 2020.
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DIRECTOR COMPENSATION
We use a combination of cash and stock-based incentive compensation to attract and retain qualified candidates to serve on our board of directors. In setting director
compensation, the board of directors and the compensation committee consider the significant amount of time that directors expend in fulfilling their duties to the Company as
well as the skill-level required by the Company of members of the board of directors.
For the first two quarters of fiscal year ended August 31, 2020, each director that was not an employee of the Company or its subsidiaries received the following cash
compensation for board services, as applicable:
•
•
•
•
•
•
•

$12,500 per quarter for service as a member of the board of directors;
$3,750 per quarter for service as chair of the audit committee;
$2,500 per quarter for service as chair of the compensation committee;
$1,250 per quarter for service as chair of the nominating and corporate governance committee;
$1,875 per quarter for service as a non-chair member of the audit committee;
$1,250 per quarter for service as a non-chair member of the compensation committee; and
$625 per quarter for service as a non-chair member of the nominating and corporate governance committee.

In addition, directors received restricted stock units with a value of $18,750 for each of the first two quarters of fiscal year 2020.
For the last two quarters of the fiscal year ended August 31, 2020 the board of directors reduced director compensation as part of the Company’s cost reduction initiative for
the third and fourth quarters of the fiscal year ended August 31, 2021. Under the reduced director compensation program, each director that was not an employee of the
Company or its subsidiaries received the following cash compensation for board services, as applicable:
•
•
•
•
•
•
•

$6,250 per quarter for service as a member of the board of directors;
$1,875 per quarter for service as chair of the audit committee;
$1,250 per quarter for service as chair of the compensation committee;
$625 per quarter for service as chair of the nominating and corporate governance committee;
$937.50 per quarter for service as a non-chair member of the audit committee;
$625 per quarter for service as a non-chair member of the compensation committee; and
$312.50 per quarter for service as a non-chair member of the nominating and corporate governance committee.

In addition, directors received the following equity compensation for the last two quarters of fiscal year 2020:
•
•
•
•
•
•
•
•

restricted stock units with a value of $18,750 per quarter for service as a member of the board of directors;
12,500 options per quarter for service as a member of the board of directors;
3,750 options per quarter for service as chair of the audit committee;
2,500 options per quarter for service as chair of the compensation committee;
1,250 options per quarter for service as chair of the nominating and corporate governance committee;
1,875 options per quarter for service as a non-chair member of the audit committee;
1,250 options per quarter for service as a non-chair member of the compensation committee; and
625 options per quarter for service as a non-chair member of the nominating and corporate governance committee.

Directors are not paid for meetings attended. All travel and lodging expenses associated with corporate matters are reimbursed by us, if and when incurred.
We do not compensate Mr. Kovacevich for his services in his capacity as Chairman.
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Director Compensation Table
The following table presents the compensation provided by us to the non-employee directors who served during the fiscal year ended August 31, 2020.
Fees Earned or
Option Awards
Paid in Cash
Name
($)
Stock Awards ($)(1)
($)(1)
Eric Baum
Barbara Goodstein
Donald Hunter
Dallas Imbimbo
Peter Kadens

50,625
50,625
54,375
37,500
6,250

75,000
75,000
75,000
75,000
109,350

17,345
16,996
20,180
12,180
7,089

Total
($)
142,970
142,621
149,555
124,680
122,689

(1) Amounts reflect the aggregate grant date fair value of the restricted stock units and the stock options, as applicable, in accordance with FASB ASC Topic 718. These
amounts do not correspond to the actual amounts that will be realized. Assumptions used in the calculation of these values are included in footnote 13 of the notes to
consolidated financial statements included in our Annual Report on Form 10-K for the fiscal year ended August 31, 2020.
Director Compensation Changes for Fiscal Year 2021
On November 6, 2020, our board of directors approved certain changes to our non-employee Director compensation arrangements for the first two quarters of the fiscal
year ending August 31, 2021. For the first two quarters of fiscal year ending August 31, 2021, non-employee Directors have received and will receive:
•
•
•
•
•
•
•

$7,500 per quarter for service as a member of the board of directors;
$3,750 per quarter for service as chair of the audit committee;
$2,500 per quarter for service as chair of the compensation committee;
$1,250 per quarter for service as chair of the nominating and corporate governance committee;
$1,875 per quarter for service as a non-chair member of the audit committee;
$1,250 per quarter for service as a non-chair member of the compensation committee; and
$625 per quarter for service as a non-chair member of the nominating and corporate governance committee.

In addition, directors have received stock options with a value of $30,000 for each of the first two quarters of fiscal year 2021.

17

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth information with respect to the beneficial ownership of our common stock as of December 21, 2020, by:
•

each of our named executive officers;

•

each of our directors;

•

all of our directors and executive officers as a group; and

•

each person or group of affiliated persons known by us to beneficially own more than 5% of our Common Stock.

Beneficial ownership is determined in accordance with the rules and regulations of the SEC. In general, a person is deemed to be the beneficial owner of (i) any shares of
our common stock over which such person has sole or shared voting power or investment power, plus (ii) any shares which such person has the right to acquire beneficial
ownership of within 60 days of December 21, 2020, whether through the exercise of options, warrants or otherwise.
Common Stock
Beneficially Owned
Name of Beneficial Owner(1)

Shares

Percent(2)

5% or Greater Stockholders
Adage Capital Partners, L.P.(3)

6,860,252

5.2%

Executive Officers and Directors
Nicholas Kovacevich(4)

9,588,387

7.2%

Stephen Christoffersen(5)

589,392

*

Rodrigo De Oliveira(6)

775,114

*

Eric Baum(7)

1,074,756

*

Barbara Goodstein(8)

345,810

*

Donald Hunter(9)

328,310

*

10,281,235

7.8%

374,671
224,601

*
*

23,357,675

17.3%

Dallas Imbimbo(10)
Peter Kadens(11)
Jason Vegotsky(12)
All current executive officers and directors as a group (total 8 persons)(13)
* Represents beneficial ownership of less than one percent (1%) of our outstanding Common Stock.

(1) Unless otherwise indicated, the address of each beneficial owner listed below is c/o KushCo Holdings, Inc., 6261 Katella Avenue, Suite 250, Cypress, CA 90630.
(2) Based on 132,142,375 shares of Common Stock outstanding on December 21, 2020, together with the applicable options or warrants for each stockholder that become
exercisable within 60 days.
(3) This information is based upon a Schedule 13G filed by Adage Capital Partners, L.P., Adage Capital Partners GP, L.L.C., Robert Atchinson and Phillip Gross (the
“Adage Reporting Persons”) with the SEC on October 7, 2019. According to the Schedule 13G, Adage Reporting Persons had shared voting and dispositive power to
vote and dispose of 6,860,252 shares (including 2,142,857 shares issuable upon exercise of warrants), and no sole power to vote or dispose of shares. The address for the
Adage Reporting Persons is 200 Clarendon Street, 52nd floor, Boston, MA 02116.
(4) Includes 626,249 shares issuable to Mr. Kovacevich pursuant to stock options that are exercisable within 60 days of the Record Date.
(5) Includes 345,007 shares issuable to Mr. Christoffersen pursuant to stock options that are exercisable within 60 days of the Record Date.
(6) Includes 557,977 shares issuable to Mr. De Oliveira pursuant to stock options that are exercisable within 60 days of the Record Date.
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(7) Consists of 699,216 shares held by Mr. Baum, of which 5,001 are restricted, and 375,540 shares are issuable pursuant to stock options that are exercisable within
60 days of the Record Date.
(8) Consists of 73,604 shares held by Ms. Goodstein, of which 5,001 are restricted, and 272,206 shares are issuable pursuant to stock options that are exercisable within
60 days of the Record Date.
(9) Consists of 73,604 shares held by Mr. Hunter, of which 5,001 are restricted, and 254,706 shares are issuable pursuant to stock options that are exercisable within 60 days
of the Record Date.
(10) Consists of 10,017,779 shares held by Mr. Imbimbo, of which 5,001 are restricted, and 263,456 shares are issuable pursuant to stock options that are exercisable within
60 days of the Record Date.
(11) Consists of 206,216 shares held by Mr. Kadens, which includes 51,834 restricted shares, 42,857 shares are issuable pursuant to stock warrants exercisable within 60 days
of the Record Date and 125,598 shares issuable pursuant to stock options that are exercisable within 60 days of the Record Date.
(12) Consists of 50,000 shares held by Artiste Holdings, LLC, over which Mr. Vegotsky has voting and investment power 74,601 shares held by Mr. Vegotsky directly and
100,000 shares issuable pursuant to stock options that are exercisable within 60 days of the Record Date.
(13) Consists of 23,582,276 shares held, which includes 522,894 restricted shares, 42,857 shares issuable pursuant to stock warrants exercisable within 60 days of the Record
Date and 2,920,739 shares issuable pursuant to stock options that are exercisable within 60 days of the Record Date.
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EQUITY COMPENSATION PLAN INFORMATION
On February 9, 2016, our stockholders approved the KushCo Holdings, Inc. 2016 Stock Incentive Plan, as amended on May 2018 and February 21, 2019 (the “2016 Plan”).
The 2016 Plan provides for the granting of incentive stock options, options that do not qualify as incentive stock options (such as non-qualified stock options), restricted stock
awards, stock awards, restricted stock purchase offers, or any combination of such awards. The following table sets forth information as of August 31, 2020 concerning the
number of shares of Common Stock issuable under the 2016 Plan.

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

Plan Category

Number of
Securities
Remaining
Available for
Future Issuance
Under Equity
Compensation
Plans (excluding
Securities
Reflected in
column (a))

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

(c)

Equity compensation plans approved by security holders
Equity compensation plans not approved by security holders

10,644,027
—

$

1.58
—

4,662,466
—

Total

10,644,027

$

1.58

4,662,466
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TRANSACTIONS WITH RELATED PERSONS
Transactions with Related Persons
Except as set out below, since September 1, 2018, there have been no transactions, or currently proposed transactions, in which we were or are to be a participant and the
amount involved exceeds the lesser of $120,000 or one percent of the average of our total assets at year-end for the last two completed fiscal years, and in which any of our
directors, executive officers or beneficial owners of more than 5% of our common stock, or an affiliate or immediate family member thereof, had or will have a direct or
indirect material interest, other than compensation, termination and change-in-control arrangements, which are described under “Executive Compensation.”
All of the transactions set forth below were approved by a majority of our board of directors, including a majority of the disinterested members of our board of directors.
We believe that we have executed all of the transactions set forth below on terms no less favorable to us than we could have obtained from unaffiliated third parties. It is our
intention to ensure that all future transactions between us and our officers, directors and principal stockholders and their affiliates are approved by a majority of the members of
our board of directors, including a majority of the disinterested members of our board of directors, and are on terms no less favorable to us than those that we could obtain from
unaffiliated third parties.
Product Sales
We sell a variety of products to LTRMN Inc., ("LTRMN"), a related party owned by Dallas Imbimbo, a Director. During the fiscal year ended August 31, 2020, we
recorded sales of $1,508,000 to LTRMN. During the fiscal year ended August 31, 2019, we recorded sales of $1,224,000 to LTRMN.
Equipment Rental
We rent certain warehouse equipment from BigRentz, a related party owned by Dallas Imbimbo, a Director, and Nicholas Kovacevich, Chairman and Chief Executive
Officer. During the fiscal years ended August 31, 2020 and 2019, we made rent payments of $232,000 and $285,000, respectively, to BigRentz.
Sub-Lease
We sub-leased our former corporate headquarters from 3 Kings Ventures, LLC, a related party owned by Dallas Imbimbo, Director, Nicholas Kovacevich, Chairman and
Chief Executive Officer, and Jeffrey Meng, formerly a greater than 5% stockholder. During the fiscal years ended August 31, 2020 and 2019, we made rent payments to 3 Kings
Ventures, LLC of $0 and $35,000, respectively.
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DELINQUENT SECTION 16(a) REPORTS
Section 16(a) of the Exchange Act requires the Company’s officers and directors and persons who beneficially own more than 10% of the Company’s common stock
(collectively, “Reporting Persons”) to file reports of beneficial ownership and changes in beneficial ownership with the SEC. Based solely on our review of such reports received
or written representations from certain Reporting Persons during fiscal year ended August 31, 2020, we believe that all Section 16 filing requirements were timely met during
our most recent fiscal year, except that Mr. Christoffersen filed a late Form 3, and Mr. Kadens intends to amend his Form 3 to report certain securities that should have been
included in his initial Form 3 but were omitted due to an administrative error and filed one late Form 4 relating to the grant of stock options to purchase the Company's
Common Stock.
EXPENSES OF SOLICITATION
We will pay the entire expense of soliciting proxies for the Annual Meeting. In addition to solicitations by mail, certain of our directors, officers and employees (who will
receive no compensation for their services other than their regular compensation) may solicit proxies by telephone, telegram, personal interview, facsimile, e-mail or other
means of electronic communication. Banks, brokerage houses, custodians, nominees and other fiduciaries have been requested to forward proxy materials to the beneficial
owners of shares of Common Stock held of record by them as of the Record Date, and such custodians will be reimbursed for their expenses.
SUBMISSION OF STOCKHOLDER PROPOSALS FOR THE 2022 ANNUAL MEETING
Stockholder proposals intended to be presented at our 2022 annual meeting of stockholders must be received by us on or before August 30, 2021 in order to be considered
for inclusion in our proxy statement and form of proxy for that meeting. These proposals must also comply with the rules of the SEC governing the form and content of
proposals in order to be included in our proxy statement and form of proxy and should be mailed to: Secretary, KushCo Holdings, Inc., 6261 Katella Avenue, Suite 250,
Cypress, CA 90630.
A business proposal submitted by a stockholder pursuant to our Amended and Restated Bylaws (“Bylaws”) and outside of the process of Rule 14a-8 for the 2022 annual
meeting of stockholders will not be considered timely unless such proposal is received by us no later than October 30, 2021 and no earlier than September 30, 2021 in
accordance with our Bylaws. Any business proposal must set forth the information required by our Bylaws. The proxy to be solicited on behalf of our board of directors for the
2022 annual meeting of stockholders may confer discretionary authority to vote on any such proposal considered to have been received on a non-timely basis that nonetheless
properly comes before the 2022 annual meeting of stockholders.
SUBMISSION OF STOCKHOLDER NOMINEES FOR DIRECTOR CANDIDATES
Our Nominating and Corporate Governance Committee identifies and evaluates director candidates and recommends candidates to our board of directors for nomination.
The process followed by the Nominating and Corporate Governance Committee to identify and evaluate director candidates includes requests to current directors and others for
recommendations, meetings to evaluate potential candidates and interviews of selected candidates. We do not pay any fees to third parties to identify or evaluate potential
nominees.
Our Nominating and Corporate Governance Committee will evaluate all such proposed director candidates, including those recommended by security holders in
compliance with the procedures established in our Bylaws, in the same manner, with no regard to the source of the initial recommendation of such proposed director candidate.
Director nominee proposals for the 2020 Annual Meeting of Stockholders will not be considered timely unless such proposals are received by us no later than October 30, 2021
and no earlier than September 30, 2021 in accordance with our Bylaws. Any proposal to nominate a director to our board of directors must set forth the information required by
our Bylaws.
When considering a potential candidate for membership on the board of directors, the Nominating and Corporate Governance Committee may consider, in addition to the
minimum qualifications and other criteria for board membership approved by the board of directors, all facts and circumstances that the Nominating and Corporate Governance
Committee deems appropriate or advisable, including, among other things, the skills of the proposed director candidate, his or her availability, depth and breadth of business
experience or other background characteristics, his or her independence and the needs of the board of directors. At a minimum, each nominee must have high personal and
professional integrity, have demonstrated ability and judgment, and be effective, in conjunction with the other directors and nominees, in collectively serving the long-term
interests of the stockholders.
In addition, the Nominating and Corporate Governance Committee plans to select persons for nomination so that a majority of the board will, upon such appointment,
continue to be “independent” in accordance with rules of The Nasdaq Stock Market LLC and the audit, compensation and nominating and corporate governance committees
shall remain comprised entirely of independent directors. Although there is no specific policy regarding the consideration of diversity in identifying director nominees, the
Nominating and Corporate Governance Committee may consider whether the nominee, if elected, assists in achieving a mix of board members that
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represents a diversity of background and experience. The Nominating and Corporate Governance Committee also may consider whether the nominee has direct experience in
the retail, manufacturing and/or cannabis industries or in the markets in which we operate.
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STOCKHOLDER COMMUNICATIONS WITH THE BOARD OF DIRECTORS
Stockholders wishing to communicate with the board of directors may do so by sending a written communication to any director at the following address: Secretary,
KushCo Holdings, Inc., 6261 Katella Avenue, Suite 250, Cypress, CA 90630. The mailing envelope should contain a notation indicating that the enclosed letter is a
“Stockholder-Board Communication”. All such letters should clearly state whether the intended recipients are all members of the board of directors or certain specified
individual directors. Our Secretary or his designee will make a copy of any stockholder communication so received and promptly forward it to the director or directors to whom
it is addressed.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Our board of directors selected Marcum LLP (“Marcum”) as our auditors for the fiscal year ended August 31, 2020 and 2019. The following table sets forth the aggregate
fees billed to us by Marcum for professional services rendered for audit and other services for the fiscal years ended August 31, 2020 and 2019:
2020

Audit Fees
Audit-Related Fees

$

Tax Fees(1)

232,500
—

2019

$

—
52,275

All Other Fees
$

Total

284,775

279,400
—
—
359,900

$

639,300

(1) Includes professional services for preparation of federal and state corporation income tax returns for the years ended 2020 and 2019.
Audit Fees — This category includes 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 independent registered public accounting firm in connection with engagements for those fiscal years. This category also includes advice on
audit and accounting matters that arose during, or as a result of, the audit or the review of interim financial statements.
Audit-Related Fees — This category consists of assurance and related services by the independent registered public accounting firm that are reasonably related to the
performance of the audit or review of our financial statements and are not reported above under “Audit Fees.” The services for the fees disclosed under this category include
consultation regarding our correspondence with the SEC and other accounting consulting.
All Other Fees — This category consists of fees for other miscellaneous items.
Pre-Approval Policies and Procedures
We have implemented pre-approval policies and procedures related to the provision of audit and non-audit services. Under these procedures, our Audit Committee preapproves all services to be provided by Marcum and the estimated fees related to these services.
With respect to the audit of our financial statements as of August 31, 2020 and August 31, 2019, and for the years then ended, none of the hours expended on Marcum’s
engagement to audit those financial statements were attributed to work by persons other than Marcum full-time, permanent employees.
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PROPOSAL 2
RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM
The board of directors has appointed Marcum LLP as our independent registered public accounting firm for the fiscal year ending August 31, 2021. Marcum LLP has
served as our independent registered public accounting firm since August 2019. The Audit Committee is responsible for the appointment, retention, termination, compensation
and oversight of the work of our independent registered public accounting firm for the purpose of preparing or issuing an audit report or related work. Although ratification of
the appointment of our independent registered public accounting firm is not required by our Bylaws or otherwise, the board of directors is submitting the appointment of
Marcum LLP to our stockholders for ratification because we value the views of our stockholders. In the event that our stockholders fail to ratify the appointment of Marcum
LLP, the Audit Committee will reconsider the appointment of Marcum LLP. Even if the appointment is ratified, the ratification is not binding and the Audit Committee may in
its discretion select a different independent registered public accounting firm at any time during the year if it determines that such a change would be in the best interests of the
Company and our stockholders.
A representative of Marcum LLP is expected to be present (virtually) at the Annual Meeting. He or she will have an opportunity to make a statement, if he or she desires to
do so, and will be available to respond to appropriate questions.
Vote Required
The affirmative vote of the majority of the votes cast by the shares of capital stock of the Company present in person (virtually) or represented by proxy at the Annual
Meeting and entitled to vote of the subject matter is required for the ratification of the appointment of Marcum LLP as our independent registered public accounting firm for the
fiscal year ending August 31, 2021.
OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR” THE RATIFICATION OF THE APPOINTMENT OF MARCUM LLP AS
OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING AUGUST 31, 2021. PROPERLY AUTHORIZED
PROXIES SOLICITED BY THE BOARD OF DIRECTORS WILL BE VOTED “FOR” THE RATIFICATION OF THE APPOINTMENT OF MARCUM LLP
UNLESS INSTRUCTIONS TO THE CONTRARY ARE GIVEN.
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PROPOSAL 3
APPROVAL OF AMENDMENT TO 2016 STOCK INCENTIVE PLAN
Overview
We are proposing that our stockholders approve the amendment of the KushCo Holdings, Inc. 2016 Equity Incentive Plan (as amended, the “2016 Plan” and such
amendment, the “Plan Amendment”) to increase by 10,000,000 shares the number of authorized shares of Common Stock available for issuance under the 2016 Plan from
18,000,000 shares to 28,000,000 shares. Our board of directors believes that our continued growth and success depends, in large part, on our ability to maintain a competitive
position by attracting, retaining and motivating key employees with experience and ability, which is vital to our future success, and to align our employees’ compensation with
building stockholder value. Our 2016 Plan is an integral part of this strategy. An increase in shares available under the 2016 Plan is necessary not only to retain current
employees but also to attract new talent as we grow. We anticipate that the shares currently available under our 2016 Plan will be insufficient to meet our future needs, thus
potentially impairing our ability to attract and retain key employees through the grant of stock-based awards. The 2016 Plan is designed to attract, motivate and retain
employees, directors and consultants of the Company and to further the growth and financial success of the Company by aligning the interests of such persons through
ownership with the interests of our stockholders.
The 2016 Plan currently authorizes the grant of stock options and other stock-based awards to officers, employees, non-employee directors and consultants of the Company
and its subsidiaries. Currently, 18,000,000 shares of Common Stock are reserved for issuance pursuant to awards granted under the 2016 Plan. On December 28, 2020, the
board of directors approved the Plan Amendment, subject to stockholder approval. Our board of directors believes that the proposed amendment of the 2016 Plan is in the best
interests of, and will provide long-term advantages to, us and our stockholders and recommends the approval by our stockholders of the Plan Amendment. Stock options and
other stock-based incentive awards are given to the employees, officers, directors and consultants of our Company upon whose judgment, initiative and efforts we largely
depend for the successful conduct of our business. These incentives provide our employees with a proprietary interest in our Company, thereby stimulating their commitment on
our behalf and strengthening their desire to remain with us. Our board of directors anticipates that this direct stake in the future success of our Company also assures a closer
alignment of the interests of employees with those of our stockholders. Our board of directors believes that the number of shares of Common Stock currently available for
issuance under our 2016 Plan is insufficient in view of our anticipated growth, compensation structure, and strategy. If we cannot increase the amount of shares of Common
Stock available for issuance pursuant to the Plan Amendment, it could have a negative impact on our ability to retain and attract key employees. Accordingly, we are seeking
stockholder approval of the Plan Amendment. In the event the Plan Amendment is not approved by stockholders, the 2016 Plan will continue in effect without the amendment
described above.
Based solely on the closing price of our Common Stock as reported on the OTC Markets Group’s OTCQX Over-the-Counter Bulletin Board on December 24, 2020, the
maximum aggregate market value of the 10,000,000 additional shares that could potentially be issued under the 2016 Plan, as amended, is approximately $8,400,000. The
shares available for issuance by us under the 2016 Plan will be authorized but unissued shares.
As of December 24, 2020, 17,312,811 shares of our Common Stock were subject to outstanding awards under our 2016 Plan and 687,189 shares of our Common Stock
remained available for future awards under our 2016 Plan.
The following description of certain features of the 2016 Plan, as amended by the Plan Amendment, is intended to be a summary only. The summary is qualified in its
entirety by the full text of the 2016 Plan, as amended by the Plan Amendment that is attached hereto as Appendix A.
Summary of the 2016 Plan, as Amended
Our 2016 Plan was adopted by our board of directors in February 2016 and was approved by consent of stockholders holding a majority of our then-outstanding shares of
Common Stock. The 2016 Plan is administered by our board of directors.
Share Reserve. The number of shares of our Common Stock available for issuance under our 2016 Plan, as amended, will be 28,000,000 shares.
In general, if awards under the 2016 Plan terminate or expire without the issuance of shares, or if we repurchase shares issued under the 2016 Plan, then such shares will
again become available for awards. All share numbers described in this summary of the 2016 Plan will automatically adjust in the event of a stock split, a stock dividend, a
combination or reclassification of shares, a recapitalization, a merger or similar event.
Administration. The 2016 Plan is administered by our board of directors, provided however, that the board may delegate such administration to any committee. Subject to
the provisions of the 2016 Plan, the board of directors and/or committee thereof will have authority to, among other things, (i) grant incentive stock options in accordance with
Section 422 of the Code, or non-qualified
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options, stock awards or restricted stock purchase offers; (ii) determine the fair market value of the stock covered by any grant; (iii) determine which eligible persons will
receive grants and the number of shares, restrictions, terms and conditions to be included in such grants; (iv) construe and interpret the 2016 Plan; (v) promulgate, amend and
rescind rules and regulations relating to its administration, and correct defects, omissions and inconsistencies in the 2016 Plan or any grant; and (vi) consistent with the 2016
Plan and with the consent of the participant, as appropriate, amend any outstanding grant or amend the exercise date or dates thereof. The interpretation and construction by the
board of directors of any provisions of the 2016 Plan or selection of participants is conclusive and final.
Eligibility. The persons who are eligible to receive grants are our directors, officers, employees or consultants. As of December 28, 2020, we have 106 employees and five
non-employee directors.
Terms and Conditions of Options. Options granted under the 2016 Plan will be evidenced by agreements between the Company and the respective optionees, in such form
and substance as the board or committee thereof will from time to time approve. Any option granted to an employee, consultant or director of the Company will become
exercisable over a period of no longer than ten (10) years. Unless otherwise specified by the board or the committee thereof in the resolution authorizing such option, the date of
grant of an option will be deemed to be the date upon which the board or committee authorizes the granting of such option.
If optionee’s status as an employee will terminate for any reason other than optionee’s disability or death, then optionee (or if the optionee will die after such termination,
but prior to exercise, optionee’s personal representative or the person entitled to succeed to the option) will have the right to exercise the portions of any of optionee’s incentive
stock options which were exercisable as of the date of such termination, in whole or in part, within 90 days after such termination or, in the event of “termination for good
cause” as that term is defined by Nevada case law, the terms of the 2016 Plan or the option agreement or an employment agreement, the option will automatically terminate as of
the termination of employment as to all shares covered by the option. With respect to non-qualified options granted to employees, directors or consultants, the board of directors
may specify such period for exercise, not less than 90 days after such termination following termination of employment or services as the board deems reasonable and
appropriate, except that in the case of “termination for cause” or removal of a director, the option will automatically terminate as of the termination of employment or services
as to shares covered by the option. The option may be exercised only with respect to installments that the optionee could have exercised at the date of termination of
employment or services. No option shall be transferable by the optionee, except by will or by the laws of descent and distribution.
Recapitalization. Subject to any required action of stockholders, the number of shares of Common Stock covered by each outstanding option, and the exercise price per
share thereof set forth in each such option, will be proportionately adjusted for any increase or decrease in the number of issued shares of Common Stock of the Company
resulting from a stock split, stock dividend, combination, subdivision or reclassification of shares, or the payment of a stock dividend, or any other increase or decrease in the
number of such shares affected without receipt of consideration by the Company.
Modification, Acceleration, Extension, and Renewal of Options. Subject to the terms and conditions and within the limitations of the 2016 Plan, the board of directors may
modify an option, or, once an option is exercisable, accelerate the rate at which it may be exercised, and may extend or renew outstanding options granted under the 2016 Plan
or accept the surrender of outstanding options (to the extent not theretofore exercised) and authorize the granting of new options in substitution for such options, provided such
action is permissible under the applicable laws, rules and regulations.
Stock Awards and Restricted Stock Purchase Offers. All or part of any stock award under the 2016 Plan may be subject to conditions established by the board of directors
or committee thereof. Such awards may be based on fair market value or other specified valuation. A grant of a restricted stock purchase offer under the 2016 Plan shall be
subject to such (i) vesting contingencies related to the participant’s continued association with us for a specified time and (ii) other specified conditions as the board or
committee shall determine, in its sole discretion, consistent with the provisions of the 2016 Plan.
No Assignment. No grant or any other benefit under the 2016 Plan shall be assignable or transferable, or payable to or exercisable by, anyone other than the participant to
whom it was granted.
Effective and Termination Date. The 2016 Plan became effective on the date it is approved by the board of directors, on February 9, 2016. The 2016 Plan will terminate ten
years later, on February 9, 2026, subject to earlier termination by the board of directors.
Amendment or Termination of the 2016 Plan. The Board may at any time, and from time to time, suspend or terminate the 2016 Plan in whole or in part or amend it from
time to time, except that no change may be made without the approval of our stockholders to (i) increase the number of shares subject to the 2016 Plan, (ii) decrease the price at
which awards may be granted, (iii) materially increase the benefits to participants, or (iv) change the class of persons eligible to receive Awards under the 2016 Plan.
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Tax Aspects Under the Code
The following is a summary of the principal federal income tax consequences of certain transactions under the 2016 Plan, as amended by the Plan Amendment. It does not
describe all federal tax consequences under the 2016 Plan, nor does it describe state or local tax consequences.
Incentive Options. No taxable income is generally realized by the optionee upon the grant or exercise of an incentive option. If shares issued to an optionee pursuant to the
exercise of an incentive option are sold or transferred after two years from the date of grant and after one year from the date of exercise, then (1) upon sale of such shares, any
amount realized in excess of the option price (the amount paid for the shares) will be taxed to the optionee as a long-term capital gain, and any loss sustained will be a long-term
capital loss, and (2) there will be no deduction for us for federal income tax purposes. The exercise of an incentive option will give rise to an item of tax preference that may
result in alternative minimum tax liability for the optionee.
If shares acquired upon the exercise of an incentive option are disposed of prior to the expiration of the two-year and one-year holding periods described above (a
“disqualifying disposition”), generally (a) the optionee will realize ordinary income in the year of disposition in an amount equal to the excess (if any) of the fair market value of
the shares at exercise (or, if less, the amount realized on a sale of such shares) over the option price thereof, and (b) we will be entitled to deduct such amount. Special rules will
apply where all or a portion of the exercise price of the incentive option is paid by tendering shares.
If an incentive option is exercised at a time when it no longer qualifies for the tax treatment described above (e.g., if the holding periods described above are not satisfied),
the option is treated as a non-qualified option. In addition, an incentive option will not be eligible for the tax treatment described above if it is exercised more than three months
following termination of employment (or one year in the case of termination of employment by reason of disability). In the case of termination of employment by reason of
death, the three- month rule does not apply.
Non-Qualified Options. No income is realized by the optionee at the time the option is granted. Generally (i) at exercise, ordinary income is realized by the optionee in an
amount equal to the difference between the option price and the fair market value of the shares on the date of exercise, and we receive a tax deduction for the same amount, and
(ii) at disposition, appreciation or depreciation after the date of exercise is treated as either short-term or long-term capital gain or loss depending on how long the shares have
been held. Special rules will apply where all or a portion of the exercise price of the non-qualified option is paid by tendering shares. Upon exercise, the optionee will also be
subject to Social Security taxes on the excess of the fair market value over the exercise price of the option.
Restricted Stock. A participant who receives a grant of restricted stock will not recognize any taxable income at the time of the award, provided the shares are subject to
restrictions (that is, they are nontransferable and subject to a substantial risk of forfeiture). A participant’s rights in restricted stock awarded under the 2016 Plan are subject to a
substantial risk of forfeiture if the rights to full enjoyment of the shares are conditioned, directly or indirectly, upon the future performance of substantial services by the
participant. However, the participant may elect under Section 83(b) of the Code to recognize compensation income in the year of the award in an amount equal to the fair market
value of the shares on the date of the award, determined without regard to the restrictions. If the participant does not make a Section 83(b) election within 30 days of receipt of
the restricted shares, the fair market value of the shares on the date the restrictions lapse, less any amount paid by the participant for such shares, will be treated as compensation
income to the participant and will be taxable in the year the restrictions lapse. We generally will be entitled to a compensation deduction for the amount of compensation income
the participant recognizes.
Parachute Payments. The vesting of any portion of an option or other award that is accelerated due to the occurrence of a change in control may cause a portion of the
payments with respect to such accelerated awards to be treated as “parachute payments” as defined in the Code. Any such parachute payments may be non- deductible to us, in
whole or in part, and may subject the recipient to a non-deductible 20% federal excise tax on all or a portion of such payment (in addition to other taxes ordinarily payable).
Vote Required
The affirmative vote of a majority of the votes cast by the shares of capital stock of the Company present in person or represented by proxy at the Annual Meeting and
entitled to vote on this matter is required for the approval of the amendment of the 2016 Plan to increase the maximum number of shares authorized for issuance thereunder by
10,000,000 shares to 28,000,000 shares.
OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR” THE APPROVAL OF THE AMENDMENT OF THE 2016 PLAN TO
INCREASE THE MAXIMUM NUMBER OF SHARES AUTHORIZED FOR ISSUANCE THEREUNDER BY 10,000,000 SHARES. PROPERLY AUTHORIZED
PROXIES SOLICITED BY THE BOARD OF DIRECTORS WILL BE VOTED “FOR” THE APPROVAL OF THE AMENDMENT OF THE 2016 PLAN UNLESS
INSTRUCTIONS TO THE CONTRARY ARE GIVEN.
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MULTIPLE STOCKHOLDERS SHARING THE SAME ADDRESS
Owners of Common Stock in street name may receive a notice from their broker or bank stating that only one notice of internet availability of proxy materials, annual
report or proxy statement will be delivered to multiple stockholders sharing an address. This practice, known as “householding,” is designed to reduce printing and postage
costs. However, if any stockholder residing at such an address wishes to receive a separate notice of internet availability of proxy materials, annual report or proxy statement,
we will promptly deliver a separate copy to any stockholder upon written or oral request to our investor relations department at KushCo Holdings, Inc., 6261 Katella Avenue,
Suite 250, Cypress, CA 90630 or by telephone at (714) 462-4603. In addition, any stockholder who receives multiple copies at the same address can request delivery of a single
copy by notifying our investor relations department pursuant to the contact information provided above.
OTHER MATTERS
The board of directors does not know of any matters, other than those described in this Proxy Statement that will be presented for action at the Annual Meeting. If other
matters are duly presented, proxies will be voted in accordance with the best judgment of the proxy holders.
YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU PLAN TO VIRTUALLY ATTEND THE ANNUAL MEETING, PLEASE CAST YOUR VOTE
ONLINE, BY TELEPHONE OR BY COMPLETING, DATING, SIGNING AND PROMPTLY RETURNING YOUR PROXY CARD OR VOTING
INSTRUCTIONS CARD IN THE POSTAGE-PAID ENVELOPE BEFORE THE ANNUAL MEETING SO THAT YOUR SHARES ARE REPRESENTED AT THE
ANNUAL MEETING.
ANNUAL REPORT AND OTHER SEC FILINGS
Our 2020 Annual Report on Form 10-K, Quarterly Reports on form 10-Q, and Current Reports on Form 8-K are available on our corporate websitewww.kushco.com under
the “investor relations” tab. These and other SEC filings, including this Proxy Statement, are also available on the SEC’s website at www.sec.gov. The Company will provide,
without charge, to any person upon written request or telephone call a copy of any of our SEC filings. All such requests should be directed to:
KUSHCO HOLDINGS, INC.
6261 Katella Avenue, Suite 250
Cypress, CA 90630
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Appendix A
KUSHCO HOLDINGS, INC.
2016 STOCK INCENTIVE PLAN
(marked to show proposed amendments)
Adopted on February 9, 2016, amended on May 8, 2018, February 21, 2019 and January 28, 2021
THIS KUSHCO HOLDINGS, INC. 2016 STOCK INCENTIVE PLAN (the “Plan”) is designed to retain directors, executives, officers, selected employees, and consultants
and reward them for making contributions to the success of the Company. These objectives are accomplished by making long-term incentive awards under the Plan thereby
providing Participants with a proprietary interest in the growth and performance of the Company.
1.

Definitions
(a)

“Board” — The Board of Directors of the Company.

(b)

“Change in Control” — Means, and shall be deemed to have occurred upon the occurrence of, any one of the following events:
1. The acquisition in one transaction by any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act) (a “Person”)
of beneficial ownership (within the meaning of Rule l3d-3 promulgated under the Exchange Act) of shares or other securities (as defined in Section 3(a) (10) of
the Exchange Act) representing 51% or more of outstanding Stock of the Company; provided, however, that a Change in Control as defined in this clause (1)
shall not be deemed to occur in connection with any acquisition by the Company, an employee benefit plan of the Company or any Person who immediately
prior to the effective date of this Plan is a holder of Stock (a “Current Stockholder”) so long as such acquisition does not result in any Person other than the
Company, such employee benefit plan or such Current Stockholder beneficially owning shares or securities representing 51% or more of the outstanding; or
2. Any election has occurred of persons as directors of the Company that causes two-thirds or more of the Board to consist of persons other than (i) persons
who were members of the Board on the effective date of this Plan and (ii) persons who were nominated by the Board for election as members of the Board at a
time when at least two-thirds of the Board consisted of persons who were members of the Board on the effective date of this Plan; provided, however, that any
person nominated for election by the Board when at least two-thirds of the members of the Board are persons described in sub clause (i) or (ii) and persons who
were themselves previously nominated in accordance with this clause (2) shall, for this purpose, be deemed to have been nominated by a Board composed of
persons described in sub clause (ii); or
3. Approval by the stockholders of the Company of a reorganization, merger, consolidation or similar transaction (a “Reorganization Transaction”), in each
case, unless, immediately following such Reorganization Transaction, more than 50% of, respectively, the outstanding shares of common stock (or similar
equity security) of the corporation or other entity resulting from or surviving such Reorganization Transaction and the combined voting power of the securities
of such corporation or other entity entitled to vote generally in the election of directors, is then beneficially owned, directly or indirectly, by the individuals and
entities who were the respective beneficial owners of the outstanding Stock immediately prior to such Reorganization Transaction in substantially the same
proportions as their ownership of the outstanding Stock immediately prior to such Reorganization Transaction; or
4. Approval by the stockholders of the Company of (i) a complete liquidation or dissolution of the Company or (ii) the sale or other disposition of all or
substantially all of the assets of the Company to a corporation or other entity, unless, with respect to such corporation or other entity, immediately following
such sale or other disposition, more than 50% of, respectively, the outstanding shares of common stock (or similar equity security) of such corporation or other
entity and the combined voting power of the securities of such corporation or other entity entitled to vote generally in the election of directors, is then
beneficially owned, directly or indirectly, by the individuals and entities who were the respective beneficial owners of the outstanding Stock immediately prior
to such sale or disposition in substantially the same proportions as their ownership of the outstanding Stock immediately prior to such sale or disposition.

(c)

“Code” — The Internal Revenue Code of 1986, as amended from time to time.

(d)

“Committee” — The Compensation Committee of the Company’s Board, or such other committee of the Board that is designated by the Board to administer the
Plan.
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(e)

“Company” — KushCo Holdings, Inc. and its subsidiaries, including subsidiaries of subsidiaries.

(f)

“Exchange Act” — The Securities Exchange Act of 1934, as amended from time to time.

(g)

“Fair Market Value” — The fair market value of the Company’s issued and outstanding Stock based on the closing price on the day of any grant or award of stock
under the Plan.

(h)

“Grant” — The grant of any form of stock option, stock award, or stock purchase offer, whether granted singly, in combination, or in tandem, to a Participant
pursuant to such terms, conditions and limitations as the Committee may establish in order to fulfill the objectives of the Plan.

(i)

“Grant Agreement” — An agreement between the Company and a Participant that sets forth the terms, conditions and limitations applicable to a Grant.

(j)

“Option” — Either an Incentive Stock Option, in accordance with Section 422 of Code, or a Nonstatutory Option, to purchase the Company’s Stock that may be
awarded to a Participant under the Plan. A Participant who receives an award of an Option shall be referred to as an “Optionee”.

(k)

“Participant” — A director, officer, employee, or consultant of the Company to whom an Award has been made under the Plan.

(l)

“Restricted Stock Purchase Offer” — A Grant of the right to purchase a specified number of shares of Stock pursuant to a written agreement issued under the
Plan.

(m)

“Securities Act” — The Securities Act of 1933, as amended from time to time.

(n)

“Stock” — Authorized and issued or unissued shares of common stock of the Company.

(o)

“Stock Award” — A Grant made under the Plan in stock or denominated in units of stock for which the Participant is not obligated to pay additional consideration.

2 . Administration. The Plan shall be administered by the Board, provided however, that the Board may delegate such administration to the Committee. Subject to the
provisions of the Plan, the Board and/or the Committee shall have authority to (a) grant, in its discretion, Incentive Stock Options in accordance with Section 422 of the Code,
or Nonstatutory Options, Stock Awards or Restricted Stock Purchase Offers; determine the Fair Market Value of the Stock covered by any Grant; (c) determine which eligible
persons shall receive Grants and the number of shares, restrictions, terms and conditions to be included in such Grants; (d) construe and interpret the Plan;
(e) promulgate, amend and rescind rules and regulations relating to its administration, and correct defects, omissions and inconsistencies in the Plan or any Grant; (f) consistent
with the Plan and with the consent of the Participant, as appropriate, amend any outstanding Grant or amend the exercise date or dates thereof; (g) determine the duration and
purpose of leaves of absence which may be granted to Participants without constituting termination of their employment for the purpose of the Plan or any Grant; and (h) make
all other determinations necessary or advisable for the Plan’s administration. The interpretation and construction by the Board of any provisions of the Plan or selection of
Participants shall be conclusive and final. No member of the Board or the Committee shall be liable for any action or determination made in good faith with respect to the Plan
or any Grant made thereunder.
3.

Eligibility.
(a) General: The persons who shall be eligible to receive Grants shall be directors, officers, employees or consultants to the Company. The term consultant shall mean
any person, other than an employee, who is engaged by the Company to render services and is compensated for such services. An Optionee may hold more than one
Option. Any issuance of a Grant to an officer or director of the Company subsequent to the first registration of any of the securities of the Company under the Exchange
Act shall comply with the requirements of Rule 16b-3.
(b)
Incentive Stock Options: Incentive Stock Options may only be issued to employees of the Company. Incentive Stock Options may be granted to officers or
directors, provided they are also employees of the Company. Payment of a director’s fee shall not be sufficient to constitute employment by the Company.
(c) The Company shall not grant an Incentive Stock Option under the Plan to any employee if such Grant would result in such employee holding the right to exercise
for the first time in any one calendar year, under all Incentive Stock Options granted under the Plan or any other plan maintained by the Company, with respect to shares
of Stock having an aggregate fair market value, determined as of the date the Option is granted, in excess of $100,000. Should it be determined that an Incentive Stock
Option granted under the Plan exceeds such maximum for any reason other than a failure in good faith to

A-2

value the Stock subject to such option, the excess portion of such option shall be considered a Nonstatutory Option. To the extent the employee holds two (2) or more
such Options which become exercisable for the first time in the same calendar year, the foregoing limitation on the exercisability of such Option as Incentive Stock
Options under the Federal tax laws shall be applied on the basis of the order in which such Options are granted. If, for any reason, an entire Option does not qualify as an
Incentive Stock Option by reason of exceeding such maximum, such Option shall be considered a Nonstatutory Option.
(d) Nonstatutory Option: The provisions of the foregoing Section 3(b) shall not apply to any Option designated as a “Nonstatutory Option” or which sets forth the
intention of the parties that the Option be a Nonstatutory Option.
(e) Stock Awards and Restricted Stock Purchase Offers: The provisions of this Section 3 shall not apply to any Stock Award or Restricted Stock Purchase Offer under
the Plan.
4.

Stock
(a)

Authorized Stock: Stock subject to Grants may be either unissued or reacquired Stock.

(b) Number of Shares: Subject to adjustment as provided in Section 5(i) of the Plan, the total number of shares of Stock which may be purchased or granted directly by
Options, Stock Awards or Restricted Stock Purchase Offers, or purchased indirectly through exercise of Options granted under the Plan shall not exceed eighteen million
(18,000,000) twenty-eight million (28,000,000). If any Grant shall for any reason terminate or expire, any shares allocated thereto but remaining unpurchased upon such
expiration or termination shall again be available for Grants with respect thereto under the Plan as though no Grant had previously occurred with respect to such shares.
Any shares of Stock issued pursuant to a Grant and repurchased pursuant to the terms thereof shall be available for future Grants as though not previously covered by a
Grant.
(c) Reservation of Shares: The Company shall reserve and keep available at all times during the term of the Plan such number of shares as shall be sufficient to satisfy
the requirements of the Plan. If, after reasonable efforts, which efforts shall not include the registration of the Plan or Grants under the Securities Act, the Company is
unable to obtain authority from any applicable regulatory body, which authorization is deemed necessary by legal counsel for the Company for the lawful issuance of
shares hereunder, the Company shall be relieved of any liability with respect to its failure to issue and sell the shares for which such requisite authority was so deemed
necessary unless and until such authority is obtained.
(d) Application of Funds: The proceeds received by the Company from the sale of Stock pursuant to the exercise of Options or rights will be used for general corporate
purposes.
(e)

No Obligation to Exercise: The issuance of a Grant shall impose no obligation upon the Participant to exercise any rights under such Grant.

5 . Terms and Conditions of Options. Options granted hereunder shall be evidenced by agreements between the Company and the respective Optionees, in such form and
substance as the Board or Committee shall from time to time approve. Option agreements need not be identical, and in each case may include such provisions as the Board or
Committee may determine, but all such agreements shall be subject to and limited by the following terms and conditions:
(a) Number of Shares: Each Option shall state the number of shares to which it pertains.
(b) Exercise Price: Each Incentive Stock Option shall state the exercise price, which shall be determined as follows:
(i) Any Incentive Stock Option granted to a person who at the time the Option is granted owns (or is deemed to own pursuant to Section 424(d) of the Code)
stock possessing more than ten percent (10%) of the total combined voting power or value of all classes of stock of the Company (“Ten Percent Holder”) shall
have an exercise price of no less than 110% of the Fair Market Value of the Stock as of the date of grant; and
(ii) Incentive Stock Options granted to a person who at the time the Option is granted is not a Ten Percent Holder shall have an exercise price of no less than
100% of the Fair Market Value of the Stock as of the date of grant.
For the purposes of this Section 5(b), the Fair Market Value shall be as determined by the Board in good faith, which determination shall be conclusive and
binding; provided however, that if there is an active public market for such Stock, the Fair Market Value per share shall be the closing price if such stock is
listed on such public market on the date of grant of the Option, or if listed on a stock exchange, the closing price on such exchange on such date of grant.
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The exercise price of each Nonstatutory Stock Option shall be determined at the discretion of the Board of Directors of the Corporation.
(c) Medium and Time of Payment: The exercise price shall become immediately due upon exercise of the Option and shall be paid in cash or check made payable to
the Company. Should the Company’s outstanding Stock be registered under Section 12(g) of the Exchange Act at the time the Option is exercised, then the exercise price
may also be paid as follows:
(i) in shares of Stock held by the Optionee for the requisite period necessary to avoid a charge to the Company’s earnings for financial reporting purposes and
valued at Fair Market Value on the exercise date, or
(ii)
through a special sale and remittance procedure pursuant to which the Optionee shall concurrently provide irrevocable written instructions (a) to a
Company designated brokerage firm to effect the immediate sale of the purchased shares and remit to the Company, out of the sale proceeds available on the
settlement date, sufficient funds to cover the aggregate exercise price payable for the purchased shares plus all applicable Federal, state and local income and
employment taxes required to be withheld by the Company by reason of such purchase and (b) to the Company to deliver the certificates for the purchased
shares directly to such brokerage firm in order to complete the sale transaction.
(iii) At the discretion of the Board, exercisable either at the time of Option grant or of Option exercise, the exercise price may also be paid (i) by Optionee’s
delivery of a promissory note in form and substance satisfactory to the Company and permissible under applicable securities rules and bearing interest at a rate
determined by the Board in its sole discretion, but in no event less than the minimum rate of interest required to avoid the imputation of compensation income
to the Optionee under the Federal tax laws, or (ii) in such other form of consideration permitted by the Nevada Revised Statutes as may be acceptable to the
Board.
(d) Term and Exercise of Options: Any Option granted to an employee of the Company shall become exercisable over a period of no longer than ten (10) years. In no
event shall any Option be exercisable after the expiration of ten (10) years from the date it is granted, and no Incentive Stock Option granted to a Ten Percent Holder
shall, by its terms, be exercisable after the expiration of ten (10) years from the date of the Option. Unless otherwise specified by the Board or the Committee in the
resolution authorizing such Option, the date of grant of an Option shall be deemed to be the date upon which the Board or the Committee authorizes the granting of such
Option.
Each Option shall be exercisable to the nearest whole share, in installments or otherwise, as the respective Option agreements may provide. During the lifetime of an
Optionee, the Option shall be exercisable only by the Optionee and shall not be assignable or transferable by the Optionee, and no other person shall acquire any rights
therein. To the extent not exercised, installments (if more than one) shall accumulate, but shall be exercisable, in whole or in part, only during the period for exercise as
stated in the Option agreement, whether or not other installments are then exercisable.
(e) Termination of Status as Employee, Consultant or Director: If Optionee’s status as an employee shall terminate for any reason other than Optionee’s disability or
death, then Optionee (or if the Optionee shall die after such termination, but prior to exercise, Optionee’s personal representative or the person entitled to succeed to the
Option) shall have the right to exercise the portions of any of Optionee’s Incentive Stock Options which were exercisable as of the date of such termination, in whole or
in part, within 90 days after such termination (or, in the event of “termination for good cause” as that term is defined in Nevada case law related thereto, or by the terms
of the Plan or the Option Agreement or an employment agreement, the Option shall automatically terminate as of the termination of employment as to all shares covered
by the Option).
With respect to Nonstatutory Options granted to employees, directors or consultants, the Board may specify such period for exercise, not less than 90 days (except that in
the case of “termination for cause” or removal of a director), the Option shall automatically terminate as of the termination of employment or services as to shares
covered by the Option, following termination of employment or services as the Board deems reasonable and appropriate. The Option may be exercised only with respect
to installments that the Optionee could have exercised at the date of termination of employment or services. Nothing contained herein or in any Option granted pursuant
hereto shall be construed to affect or restrict in any way the right of the Company to terminate the employment or services of an Optionee with or without cause.
( f ) Disability of Optionee: If an Optionee is disabled (within the meaning of Section 22(e)(3) of the Code) at the time of termination, the ninety (90) day period set
forth in Section 5(e) shall be a period, as determined by the Board and set forth in the Option, of not less than six months nor more than one year after such termination.
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( g ) Death of Optionee: If an Optionee dies while employed by, engaged as a consultant to, or serving as a Director of the Company, the portion of such Optionee’s
Option which was exercisable at the date of death may be exercised, in whole or in part, by the estate of the decedent or by a person succeeding to the right to exercise
such Option at any time within (i) a period, as determined by the Board and set forth in the Option, of not less than six (6) months nor more than one (1) year after
Optionee’s death, which period shall not be more, in the case of a Nonstatutory Option, than the period for exercise following termination of employment or services, or
(ii) during the remaining term of the Option, whichever is the lesser. The Option may be so exercised only with respect to installments exercisable at the time of
Optionee’s death and not previously exercised by the Optionee.
(h) Non-transferability of Option: No Option shall be transferable by the Optionee, except by will or by the laws of descent and distribution.
(i) Recapitalization: Subject to any required action of shareholders, the number of shares of Stock covered by each outstanding Option, and the exercise price per share
thereof set forth in each such Option, shall be proportionately adjusted for any increase or decrease in the number of issued shares of Stock of the Company resulting
from a stock split, stock dividend, combination, subdivision or reclassification of shares, or the payment of a stock dividend, or any other increase or decrease in the
number of such shares affected without receipt of consideration by the Company; provided, however, the conversion of any convertible securities of the Company shall
not be deemed to have been “effected without receipt of consideration” by the Company.
In the event of a proposed dissolution or liquidation of the Company, a merger or consolidation in which the Company is not the surviving entity, or a sale of all or
substantially all of the assets or capital stock of the Company (collectively, a “ Reorganization”), unless otherwise provided by the Board, this Option shall terminate
immediately prior to such date as is determined by the Board, which date shall be no later than the consummation of such Reorganization. In such event, if the entity
which shall be the surviving entity does not tender to Optionee an offer, for which it has no obligation to do so, to substitute for any unexercised Option a stock option or
capital stock of such surviving entity, as applicable, which on an equitable basis shall provide the Optionee with substantially the same economic benefit as such
unexercised Option, then the Board may grant to such Optionee, in its sole and absolute discretion and without obligation, the right for a period commencing thirty (30)
days prior to and ending immediately prior to the date determined by the Board pursuant hereto for termination of the Option or during the remaining term of the Option,
whichever is the lesser, to exercise any unexpired Option or Options without regard to the installment provisions of Paragraph 6(d) of the Plan; provided, that any such
right granted shall be granted to all Optionees not receiving an offer to receive substitute options on a consistent basis, and provided further, that any such exercise shall
be subject to the consummation of such Reorganization.
Subject to any required action of shareholders, if the Company shall be the surviving entity in any merger or consolidation, each outstanding Option thereafter shall
pertain to and apply to the securities to which a holder of shares of Stock equal to the shares subject to the Option would have been entitled by reason of such merger or
consolidation.
In the event of a change in the Stock of the Company as presently constituted, which is limited to a change of all of its authorized shares without par value into the same
number of shares with a par value, the shares resulting from any such change shall be deemed to be the Stock within the meaning of the Plan.
To the extent that the foregoing adjustments relate to stock or securities of the Company, such adjustments shall be made by the Board, whose determination in that
respect shall be final, binding and conclusive. Except as expressly provided in this Section 5(i), the Optionee shall have no rights by reason of any subdivision or
consolidation of shares of stock of any class or the payment of any stock dividend or any other increase or decrease in the number of shares of stock of any class, and the
number or price of shares of Stock subject to any Option shall not be affected by, and no adjustment shall be made by reason of, any dissolution, liquidation, merger,
consolidation or sale of assets or capital stock, or any issue by the Company of shares of stock of any class or securities convertible into shares of stock of any class.
The Grant of an Option pursuant to the Plan shall not affect in any way the right or power of the Company to make any adjustments, reclassifications, reorganizations or
changes in its capital or business structure or to merge, consolidate, dissolve, or liquidate or to sell or transfer all or any part of its business or assets.
(j) Rights as a Shareholder: An Optionee shall have no rights as a shareholder with respect to any shares covered by an Option until the effective date of the issuance of
the shares following exercise of such Option by Optionee. No adjustment shall be made for dividends (ordinary or extraordinary, whether in cash, securities or other
property) or distributions or other rights for which the record date is prior to the date such stock certificate is issued, except as expressly provided in Section 5(i) hereof.
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(k) Modification, Acceleration, Extension, and Renewal of Options: Subject to the terms and conditions and within the limitations of the Plan, the Board may modify
an Option, or, once an Option is exercisable, accelerate the rate at which it may be exercised, and may extend or renew outstanding Options granted under the Plan or
accept the surrender of outstanding Options (to the extent not theretofore exercised) and authorize the granting of new Options in substitution for such Options, provided
such action is permissible under Section 422 of the Code and applicable state securities laws. Notwithstanding the provisions of this Section 5(k), however, no
modification of an Option shall, without the consent of the Optionee, alter to the Optionee’s detriment or impair any rights or obligations under any Option theretofore
granted under the Plan.
(l) Exercise Before Exercise Date: At the discretion of the Board, the Option may, but need not, include a provision whereby the Optionee may elect to exercise all or
any portion of the Option prior to the stated exercise date of the Option or any installment thereof. Any shares so purchased prior to the stated exercise date shall be
subject to repurchase by the Company upon termination of Optionee’s employment as contemplated by
Section 5(n) hereof prior to the exercise date stated in the Option and such other restrictions and conditions as the Board or Committee may deem advisable.
( m ) Other Provisions: The Option agreements authorized under the Plan shall contain such other provisions, including, without limitation, restrictions upon the
exercise of the Options, as the Board or the Committee shall deem advisable. Shares shall not be issued pursuant to the exercise of an Option, if the exercise of such
Option or the issuance of shares thereunder would violate, in the opinion of legal counsel for the Company, the provisions of any applicable law or the rules or
regulations of any applicable governmental or administrative agency or body, such as the Code, the Securities Act, the Exchange Act, applicable state securities laws, the
corporate law of the state of Nevada, and the rules promulgated under the foregoing or the rules and regulations of any exchange upon which the shares of the Company
are listed. Without limiting the generality of the foregoing, the exercise of each Option shall be subject to the condition that if at any time the Company shall determine
that (i) the satisfaction of withholding tax or other similar liabilities, or (ii) the listing, registration or qualification of any shares covered by such exercise upon any
securities exchange or under any state or federal law, or (iii) the consent or approval of any regulatory body, or (iv) the perfection of any exemption from any such
withholding, listing, registration, qualification, consent or approval is necessary or desirable in connection with such exercise or the issuance of shares thereunder, then
in any such event, such exercise shall not be effective unless such withholding, listing registration, qualification, consent, approval or exemption shall have been
effected, obtained or perfected free of any conditions not acceptable to the Company.
(n) Repurchase Agreement: The Board may, in its discretion, require as a condition to the Grant of an Option hereunder, that an Optionee execute an agreement with
the Company, in form and substance satisfactory to the Board in its discretion (“Repurchase Agreement”), (i) restricting the Optionee’s right to transfer shares
purchased under such Option without first offering such shares to the Company or another shareholder of the Company upon the same terms and conditions as provided
therein; and (ii) providing that upon termination of Optionee’s employment with the Company, for any reason, the Company (or another shareholder of the Company, as
provided in the Repurchase Agreement) shall have the right at its discretion (or the discretion of such other shareholders) to purchase and/or redeem all such shares
owned by the Optionee on the date of termination of his or her employment at a price equal to: (A) the fair value of such shares as of such date of termination; or (B) if
such repurchase right lapses at 20% of the number of shares per year, the original purchase price of such shares, and upon terms of payment permissible under the
applicable state securities laws; provided that in the case of Options or Stock Awards granted to officers, directors, consultants or affiliates of the Company, such
repurchase provisions may be subject to additional or greater restrictions as determined by the Board or Committee.
6.

Stock Awards and Restricted Stock Purchase Offers.
(a) Types of Grants.
(i) Stock Award. All or part of any Stock Award under the Plan may be subject to conditions established by the Board or the Committee, and set forth in the
Stock Award Agreement, which may include, but are not limited to, continuous service with the Company, achievement of specific business objectives,
increases in specified indices, attaining growth rates and other comparable measurements of Company performance. Such Awards may be based on Fair
Market Value or other specified valuation.
(ii) Restricted Stock Purchase Offer. A Grant of a Restricted Stock Purchase Offer under the Plan shall be subject to such (i) vesting contingencies related to
the Participant’s continued association with the Company for a specified time and (ii) other specified conditions as the Board or Committee shall determine, in
their sole discretion, consistent with the provisions of the Plan.
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(b) Conditions and Restrictions. Shares of Stock which Participants may receive as a Stock Award under a Stock Award Agreement or Restricted Stock Purchase Offer
under a Restricted Stock Purchase Offer may include such restrictions as the Board or Committee, as applicable, shall determine, including restrictions on transfer,
repurchase rights, right of first refusal, and forfeiture provisions. When transfer of Stock is so restricted or subject to forfeiture provisions it is referred to as “Restricted
Stock.” Further, with Board or Committee approval, Stock Awards or Restricted Stock Purchase Offers may be deferred, either in the form of installments or a future
lump sum distribution. The Board or Committee may permit selected Participants to elect to defer distributions of Stock Awards or Restricted Stock Purchase Offers in
accordance with procedures established by the Board or Committee to assure that such deferrals comply with applicable requirements of the Code including, at the
choice of Participants, the capability to make further deferrals for distribution after retirement. Any deferred distribution, whether elected by the Participant or specified
by the Stock Award Agreement, Restricted Stock Purchase Offers or by the Board or Committee, may require the payment be forfeited in accordance with the provisions
of Section 6(c). Dividends or dividend equivalent rights may be extended to and made part of any Stock Award or Restricted Stock Purchase Offers denominated in
Stock or units of Stock, subject to such terms, conditions and restrictions as the Board or Committee may establish.
( c ) Cancellation and Rescission of Grants. Unless the Stock Award Agreement or Restricted Stock Purchase Offer specifies otherwise, the Board or Committee, as
applicable, may cancel any unexpired, unpaid, or deferred Grants at any time if the Participant is not in compliance with all other applicable provisions of the Stock
Award Agreement or Restricted Stock Purchase Offer, the Plan and with the following conditions:
(i) A Participant shall not render services for any organization or engage directly or indirectly in any business which, in the judgment of the chief executive
officer of the Company or other senior officer designated by the Board or Committee, is or becomes competitive with the Company, or which organization or
business, or the rendering of services to such organization or business, is or becomes otherwise prejudicial to or in conflict with the interests of the Company.
For Participants whose employment has terminated, the judgment of the chief executive officer shall be based on the Participant’s position and responsibilities
while employed by the Company, the Participant’s post-employment responsibilities and position with the other organization or business, the extent of past,
current and potential competition or conflict between the Company and the other organization or business, the effect on the Company’s customers, suppliers
and competitors and such other considerations as are deemed relevant given the applicable facts and circumstances. A Participant who has retired shall be free,
however, to purchase as an investment or otherwise, stock or other securities of such organization or business so long as they are listed upon a recognized
securities exchange or traded over-the- counter, and such investment does not represent a substantial investment to the Participant or a greater tha ten percent
(10%) equity interest in the organization or business.
(ii)
A Participant shall not, without prior written authorization from the Company, disclose to anyone outside the Company, or use in other than the
Company’s business, any confidential information or material, relating to the business of the Company, acquired by the Participant either during or after
employment with the Company.
(iii) A Participant shall disclose promptly and assign to the Company all right, title and interest in any invention or idea, patentable or not, made or conceived
by the Participant during employment by the Company, relating in any manner to the actual or anticipated business, research or development work of the
Company and shall do anything reasonably necessary to enable the Company to secure a patent where appropriate in the United States and in foreign countries.
(iv)
Upon exercise, payment or delivery pursuant to a Grant, the Participant shall certify on a form acceptable to the Committee that he or she is in
compliance with the terms and conditions of the Plan. Failure to comply with all of the provisions of this Section 6(c) prior to, or during the six months after,
any exercise, payment or delivery pursuant to a Grant shall cause such exercise, payment or delivery to be rescinded. The Company shall notify the Participant
in writing of any such rescission within two years after such exercise, payment or delivery. Within ten days after receiving such a notice from the Company, the
Participant shall pay to the Company the amount of any gain realized or payment received as a result of the rescinded exercise, payment or delivery pursuant to
a Grant. Such payment shall be made either in cash or by returning to the Company the number of shares of Stock that the Participant received in connection
with the rescinded exercise, payment or delivery.
(d) Non-assignability.
(i)
Except pursuant to Section 6(e)(iii) and except as set forth in Section 6(d)(ii), no Grant or any other benefit under the Plan shall be assignable or
transferable, or payable to or exercisable by, anyone other than the Participant to whom it was granted.
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(ii) Where a Participant terminates employment and retains a Grant pursuant to Section 6(e)(ii) in order to assume a position with a governmental, charitable
or educational institution, the Board or Committee, in its discretion and to the extent permitted by law, may authorize a third party (including but not limited to
the trustee of a “blind” trust), acceptable to the applicable governmental or institutional authorities, the Participant and the Board or Committee, to act on behalf
of the Participant with regard to such Awards.
(e) Termination of Employment. If the employment or service to the Company of a Participant terminates, other than pursuant to any of the following provisions under
this Section 6(e), all unexercised, deferred and unpaid Stock Awards or Restricted Stock Purchase Offers shall be cancelled immediately, unless the Stock Award
Agreement or Restricted Stock Purchase Offer provides otherwise:
( i ) Retirement Under a Company Retirement Plan. When a Participant’s employment terminates as a result of retirement in accordance with the terms of a
Company retirement plan, the Board or Committee may permit Stock Awards or Restricted Stock Purchase Offers to continue in effect beyond the date of
retirement in accordance with the applicable Grant Agreement and the exercisability and vesting of any such Grants may be accelerated.
( i i ) Rights in the Best Interests of the Company. When a Participant resigns from the Company and, in the judgment of the Board or Committee, the
acceleration and/or continuation of outstanding Stock Awards or Restricted Stock Purchase Offers would be in the best interests of the Company, the Board or
Committee may authorize, where appropriate, the acceleration and/or continuation of all or any part of Grants issued prior to such termination and (ii) permit
the exercise, vesting and payment of such Grants for such period as may be set forth in the applicable Grant Agreement, subject to earlier cancellation pursuant
to Section 9 or at such time as the Board or Committee shall deem the continuation of all or any part of the Participant’s Grants are not in the Company’s best
interest.
(iii) Death or Disability of a Participant.
1. In the event of a Participant’s death, the Participant’s estate or beneficiaries shall have a period up to the expiration date specified in the Grant
Agreement within which to receive or exercise any outstanding Grant held by the Participant under such terms as may be specified in the applicable
Grant Agreement. Rights to any such outstanding Grants shall pass by will or the laws of descent and distribution in the following order: (a) to
beneficiaries so designated by the Participant; if none, then (b) to a legal representative of the Participant; if none, then (c) to the persons entitled
thereto as determined by a court of competent jurisdiction. Grants so passing shall be made at such times and in such manner as if the Participant were
living.
2. In the event a Participant is deemed by the Board or Committee to be unable to perform his or her usual duties by reason of mental disorder or
medical condition which does not result from facts which would be grounds for termination for cause, Grants and rights to any such Grants may be
paid to or exercised by the Participant, if legally competent, or a committee or other legally designated guardian or representative if the Participant is
legally incompetent by virtue of such disability.
3. After the death or disability of a Participant, the Board or Committee may in its sole discretion at any time (1) terminate restrictions in Grant
Agreements; (2) accelerate any or all installments and rights; and (3) instruct the Company to pay the total of any accelerated payments in a lump sum
to the Participant, the Participant’s estate, beneficiaries or representative; notwithstanding that, in the absence of such termination of restrictions or
acceleration of payments, any or all of the payments due under the Grant might ultimately have become payable to other beneficiaries.
4. In the event of uncertainty as to interpretation of or controversies concerning this Section 6, the determinations of the Board or Committee, as
applicable, shall be binding and conclusive.
7. Change in Control. Unless otherwise provided in the applicable Grant Agreement, in the event of a Change in Control, 100% of the vesting restrictions applicable to each
Participant’s Grant(s) shall terminate fully and the Participant shall immediately have the right to the delivery of share certificates or exercise of Options, i.e. to the extent that a
Participant’s Option(s) are unvested, 100% of such unvested portion shall vest.
8 . Investment Intent. All Grants under the Plan are intended to be exempt from registration under the Securities Act provided by Rule 701 thereunder. Unless and until the
granting of Options or sale and issuance of Stock subject to the Plan are registered under the Securities Act or shall be exempt pursuant to the rules promulgated thereunder,
each Grant under the Plan shall provide that the
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purchases or other acquisitions of Stock thereunder shall be for investment purposes and not with a view to, or for resale in connection with, any distribution thereof. Further,
unless the issuance and sale of the Stock have been registered under the Securities Act, each Grant shall provide that no shares shall be purchased upon the exercise of the rights
under such Grant unless and until (i) all then applicable requirements of state and federal laws and regulatory agencies shall have been fully complied with to the satisfaction of
the Company and its counsel, and (ii) if requested to do so by the Company, the person exercising the rights under the Grant shall (A) give written assurances as to knowledge
and experience of such person (or a representative employed by such person) in financial and business matters and the ability of such person (or representative) to evaluate the
merits and risks of exercising the Option, and (B) execute and deliver to the Company a letter of investment intent and/or such other form related to applicable exemptions from
registration, all in such form and substance as the Company may require. If shares are issued upon exercise of any rights under a Grant without registration under the Securities
Act, subsequent registration of such shares shall relieve the purchaser thereof of any investment restrictions or representations made upon the exercise of such rights.
9. Amendment, Modification, Suspension or Discontinuance of the Plan. The Board may, insofar as permitted by law, from time to time, with respect to any shares at the
time not subject to outstanding Grants, suspend or terminate the Plan or revise or amend it in any respect whatsoever, except that without the approval of the shareholders of the
Company, no such revision or amendment shall (i) increase the number of shares subject to the Plan, (ii) decrease the price at which Grants may be granted, (iii) materially
increase the benefits to Participants, or (iv) change the class of persons eligible to receive Grants under the Plan; provided, however, no such action shall alter or impair the
rights and obligations under any Option, or Stock Award, or Restricted Stock Purchase Offer outstanding as of the date thereof without the written consent of the Participant
thereunder. No Grant may be issued while the Plan is suspended or after it is terminated, but the rights and obligations under any Grant issued while the Plan is in effect shall
not be impaired by suspension or termination of the Plan.
In the event of any change in the outstanding Stock by reason of a stock split, stock dividend, combination or reclassification of shares, recapitalization, merger, or similar
event, the Board or the Committee may adjust proportionally (a) the number of shares of Stock (i) reserved under the Plan, (ii) available for Incentive Stock Options and
Nonstatutory Options and (iii) covered by outstanding Stock Awards or Restricted Stock Purchase Offers; (b) the Stock prices related to outstanding Grants; and (c) the
appropriate Fair Market Value and other price determinations for such Grants. In the event of any other change affecting the Stock or any distribution (other than normal cash
dividends) to holders of Stock, such adjustments as may be deemed equitable by the Board or the Committee, including adjustments to avoid fractional shares, shall be made to
give proper effect to such event. In the event of a corporate merger, consolidation, acquisition of property or stock, separation, reorganization or liquidation, the Board or the
Committee shall be authorized to issue or assume stock options, whether or not in a transaction to which Section 424(a) of the Code applies, and other Grants by means of
substitution of new Grant Agreements for previously issued Grants or an assumption of previously issued Grants.
1 0 . Tax Withholding. The Company shall have the right to deduct applicable taxes from any Grant payment and withhold, at the time of delivery or exercise of Options,
Stock Awards or Restricted Stock Purchase Offers or vesting of shares under such Grants, an appropriate number of shares for payment of taxes required by law or to take such
other action as may be necessary in the opinion of the Company to satisfy all obligations for withholding of such taxes. If Stock is used to satisfy tax withholding, such stock
shall be valued based on the Fair Market Value when the tax withholding is required to be made. Each Participant understands that such Participant (and not the Company) shall
be responsible for the Participant’s own tax liability that may arise as a result of an award or grant of options or Shares. Participant represents that Participant has consulted any
tax consultants Participant deems advisable in connection with the receipt of the options or Shares and that Participant is not relying on the Company or the Company’s counsel
for any tax advice. The Company intends to report the value of the options or Shares received, if applicable, to appropriate tax authorities. The Company has the authority to
require Participant to remit to the Company an amount sufficient to satisfy all federal, state, and local taxes required by law to be withheld with respect to any taxable event
arising as a result of the receipt of the Shares.
11. Availability of Information. During the term of the Plan and any additional period during which a Grant granted pursuant to the Plan shall be exercisable, the Company
shall make available, not later than one hundred and twenty (120) days following the close of each of its fiscal years, such financial and other information regarding the
Company as is required by the bylaws of the Company and applicable law to be furnished in an annual report to the shareholders of the Company.
12. Notice. Any written notice to the Company required by any of the provisions of the Plan shall be addressed to the chief financial officer or to the chief executive officer of
the Company, and shall become effective when it is received by the office of the chief financial officer or the chief executive officer.
13. Indemnification of Board. In addition to such other rights or indemnifications as they may have as directors or otherwise, and to the extent allowed by applicable law, the
members of the Board and the Committee shall be indemnified by the Company against the reasonable expenses, including attorneys’ fees, actually and necessarily incurred in
connection with the defense of any claim, action, suit or proceeding, or in connection with any appeal thereof, to which they or any of them may be a party by reason of any
action taken, or failure to act, under or in connection with the Plan or any Grant granted thereunder, and against all amounts paid
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by them in settlement thereof (provided such settlement is approved by independent legal counsel selected by the Company) or paid by them in satisfaction of a judgment in any
such claim, action, suit or proceeding, except in any case in relation to matters as to which it shall be adjudged in such claim, action, suit or proceeding that such Board or
Committee member is liable for negligence or misconduct in the performance of his or her duties; provided that within sixty (60) days after institution of any such action, suit or
Board proceeding the member involved shall offer the Company, in writing, the opportunity, at its own expense, to handle and defend the same.
14. Governing Law. The Plan and all determinations made and actions taken pursuant hereto, to the extent not otherwise governed by the Code or the securities laws of the
United States, shall be governed by the law of the State of California and construed accordingly.
1 5 . Termination Dates. The Plan shall terminate ten years following the initial adoption of the Plan by the Board of Directors, subject to earlier termination by the Board
pursuant to Section 9.
The foregoing 2016 Stock Incentive Plan was duly adopted and approved by the Board of Directors as of February 9, 2016, the first amendment thereto was duly adopted and
approved by the Board of Directors as of March 9, 2018, and the second amendment thereto was duly adopted and approved by the Board of Directors as of December 20, 2018
and the third amendment was duly adopted and approved by the Board of Directors as of December 26, 2020.
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