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URBAN-GRO, INC.
 

1751 Panorama Point
Unit G

Lafayette, Colorado 80026
 

April 26, 2021
 
To Our Stockholders:
 

On behalf of the Board of Directors, I cordially invite you to attend the 2021 annual meeting of stockholders of urban-gro, Inc. (the “Annual Meeting”). Due to public
health concerns related to the coronavirus (COVID-19) pandemic and to support the health and welfare of our stockholders and associates, the Annual Meeting will be held
virtually via live webcast on the Internet on May 27, 2021, at 10:00 a.m., Mountain Time. During the Annual Meeting, we will discuss the items of business described in the
accompanying Notice of Annual Meeting and proxy statement, update you on important developments in our business and respond to any questions that you may have about us.

 
Information about the matters to be acted upon at the Annual Meeting is contained in the accompanying Notice of Annual Meeting and proxy statement. You are

encouraged to vote, regardless of the number of shares that you own. You may vote your shares of common stock no later than May 26, 2021 by (i) signing, dating, and mailing
the proxy card in the envelope provided or faxing the completed proxy card to (202) 521-3464, (ii) going to www.iproxydirect.com/ugro to vote using the Internet, or (iii)
calling (866) 752-8683 to vote via telephone. Your vote is very important. Please take a moment now to cast your vote whether or not you plan to attend the Annual Meeting.



You may still vote at the virtual Annual Meeting, even if you return the proxy card.
 
Thank you for the support of our company.
 

 Yours truly,
  
 /s/ Bradley J. Nattrass
 Bradley J. Nattrass
 Chairperson of the Board of Directors and

Chief Executive Officer
 

 

 
 

URBAN-GRO, INC.
 

1751 Panorama Point
Unit G

Lafayette, Colorado 80026
 

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON THURSDAY, MAY 27, 2021

 
NOTICE IS HEREBY GIVEN that an Annual Meeting (the “Annual Meeting”) of the holders of common stock of urban-gro, Inc. (the “Company”) will be held

virtually via live webcast on the Internet on May 27, 2021, at 10:00 a.m., Mountain Time. Due to public health concerns related to the coronavirus (COVID-19) pandemic and
to support the health and welfare of our stockholders and associates, the Annual Meeting will be held in a completely virtual format through a live webcast. You will not be
able to attend the Annual Meeting physically. At our virtual Annual Meeting, stockholders will be able to attend, vote and submit questions by visiting
https://agm.issuerdirect.com/ugro. We believe that the virtual format will provide a consistent experience to our stockholders and allow all stockholders to participate in the
Annual Meeting regardless of location.
 

The Annual Meeting is being held for the following purposes:
 
 1. to elect five directors to the Board of Directors (the “Board”), each to serve for a term of one year or until their respective successors are elected and qualified;
 2. to approve the 2021 Omnibus Stock Incentive Plan;
 3. to approve an amendment to the Company’s certificate of incorporation to reduce the number of shares of common stock the Company is authorized to issue from

100,000,000 shares to 30,000,000 shares and to reduce the number of shares of preferred stock the Company is authorized to issue from 10,000,000 shares to
3,000,000 shares;

 4. to ratify the appointment of BF Borgers CPA PC to serve as the Company’s independent registered public accounting firm for the year ending December 31, 2021;
and

 5. to transact any and all other business that may properly come before the Annual Meeting or any adjournment(s) or postponement(s) thereof.
 
Stockholders are referred to the proxy statement accompanying this notice for more detailed information with respect to the matters to be considered at the Annual

Meeting. After careful consideration, the Board recommends a vote “FOR” each director nominee and “FOR” Proposal 2, Proposal 3, and Proposal 4. The Board has
fixed the close of business on April 26, 2021 as the record date (the “Record Date”) for the Annual Meeting. Only holders of record of shares of our common stock on the
Record Date are entitled to receive notice of the Annual Meeting and to vote at the Annual Meeting or at any postponement(s) or adjournment(s) of the Annual Meeting. A
complete list of registered stockholders entitled to vote at the Annual Meeting will be available for inspection at our offices during regular business hours, subject to complying
with applicable social distancing restrictions and guidelines, for the 10 calendar days prior to and during the Annual Meeting. It is important that your shares of common stock
be represented at the Annual Meeting. You may vote your shares of common stock no later than May 26, 2021 by (i) signing, dating, and mailing the proxy card in the
envelope provided or faxing the completed proxy card to (202) 521-3464, (ii) going to https://agm.issuerdirect.com/ugro to vote using the Internet, or (iii) calling (866) 752-
8683 to vote via telephone. Voting in one of these ways will ensure that your shares of common stock are represented at the Annual Meeting. If you attend the virtual Annual
Meeting and wish to participate by voting electronically during the virtual Annual Meeting, you may revoke your previously submitted proxy as described in the proxy
statement.
 

To attend and participate in the virtual Annual Meeting, you will need the control number included on your proxy card. For additional information
regarding how to participate in the virtual meeting format, please see “How can I attend the virtual Annual Meeting?” on page 3 of the proxy statement.
 
By Order of the Board of Directors,

Bradley J. Nattrass
Chairperson of the Board of Directors
 
April 26, 2021
 
IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE STOCKHOLDER MEETING TO BE HELD ON MAY 27,
2021: Our Notice of Annual Meeting of Stockholders, Proxy Statement, and Annual Report to Stockholders for the year ended December 31, 2020 are also available
at https://urban-gro.com/investors/.
 

 

 
 

URBAN-GRO, INC.
1751 Panorama Point

Unit G
Lafayette, Colorado 80026

 
PROXY STATEMENT

DATED, APRIL 26, 2021
 

ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON

THURSDAY, MAY 27, 2021
 

Unless the context otherwise requires, references in this proxy statement to “we,” “us,” “our,” the “Company,” or “urban-gro” refer to urban-gro, Inc., a Delaware



corporation. In addition, unless the context otherwise requires, references to “stockholders” are to the holders of our common stock, par value $0.001 per share, including
restricted shares of common stock.

 
This proxy statement is furnished in connection with the solicitation of your proxy by the board of directors (the “Board”) and management on behalf of the Company,

to be voted at the 2021 annual meeting of stockholders of the Company (the “Annual Meeting”) to be held on May 27, 2021, at the time and place and for the purposes set forth
in the accompanying notice of annual meeting of stockholders (the “Notice”) and at any adjournments or postponements of that meeting. This proxy statement and
accompanying form of proxy are expected to be mailed or made available to stockholders on or about April 26, 2021.

 
When proxies are properly executed and received, the shares represented thereby will be voted at the Annual Meeting in accordance with the directions

noted thereon. If no direction is indicated, such shares will be voted “FOR” the election of the director nominees, “FOR” the 2021 Omnibus Stock Incentive Plan,
“FOR” approval of the amendment to the Company’s certificate of incorporation, and “FOR” the ratification of the appointment of BF Borgers CPA PC to serve as
the Company’s independent registered public accounting firm for the year ending December 31, 2021.
 

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE STOCKHOLDER MEETING TO BE HELD ON
MAY 27, 2021: Our Notice of Annual Meeting of Stockholders, Proxy Statement, and Annual Report to Stockholders for the year ended December 31, 2020 (the
“Annual Report”) are also available at https://urban-gro.com/investors/.
 

ABOUT THE ANNUAL MEETING
 

The Annual Meeting will be held on Thursday, May 27, 2021 at 10:00 a.m. Mountain Time. Due to public health concerns related to the coronavirus (COVID-19)
pandemic and to support the health and welfare of our stockholders and associates, the Annual Meeting will be held in a completely virtual format through a live webcast A
complete list of registered stockholders entitled to vote at the Annual Meeting will be available for inspection at the registered office of the Company during regular business
hours, subject to complying with applicable social distancing restrictions and guidelines, and online at the Annual Meeting. The executive offices of the Company are located
at, and the mailing address of the Company is, 1751 Panorama Point, Unit G, Lafayette, Colorado 80026.

 
QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING

 
What will stockholders be voting on at the Annual Meeting?
 
 1. To elect five directors to the Board, each to serve for a term of one year or until their respective successors are elected and qualified;
   
 2. To approve the 2021 Omnibus Stock Incentive Plan;
   
 3. To approve an amendment to the Company’s certificate of incorporation to reduce the number of shares of common stock the Company is authorized to issue from

100,000,000 shares to 30,000,000 shares and to reduce the number of shares of preferred stock the Company is authorized to issue from 10,000,000 shares to
3,000,000 shares;

   
 4. To ratify the appointment of BF Borgers CPA PC to serve as the Company’s independent registered public accounting firm for the year ending December 31, 2021;

and
 
 5. To transact any and all other business that may properly come before the Annual Meeting or any adjournment(s) or postponement(s) thereof.
 

 

 
 
Who is entitled to vote at the Annual Meeting and how many votes do they have?
 
Common stockholders of record at the close of business on April 26, 2021 (the “Record Date”), may vote at the Annual Meeting. Each share of common stock has one vote.
There were 10,874,804 shares of our common stock outstanding on the Record Date.
 
What percentage of our common stock do the directors and executive officers own?
 
Our directors and executive officers own 25.9% of our issued and outstanding shares of common stock in the aggregate.
 
How do I vote?
 
You may vote by proxy or electronically at the virtual Annual Meeting. We suggest that you vote by proxy even if you plan to attend the virtual Annual Meeting. If you are the
stockholder of record, you can vote by proxy either by direct mail, fax, the Internet or telephone. Simply complete, sign and date the enclosed proxy card and return it in the
postage-paid, self-addressed envelope provided or fax the completed card to (202) 521-3464. To vote using the Internet, please go to https://agm.issuer direct .com/ugro. To
vote via telephone, please call (866) 752-8683. To vote via the Internet or telephone, you will need the control and request numbers included on your proxy card. If you are not
the record holder of your shares of common stock, please follow the instructions provided by your broker, bank or other nominee.
 
All shares of common stock represented by a proxy received by 11:59 p.m. Eastern time on May 26, 2021 will be voted as specified in the proxy, unless validly revoked as
described below. If you return a proxy and do not specify your vote, your shares will be voted as recommended by the Board.
 
What is a proxy?
 
A proxy is a person you appoint to vote on your behalf. If you complete and return the enclosed proxy card, your shares will be voted in accordance with your instructions by
the proxies identified on the proxy card.
 
By completing and returning this proxy card, who am I designating as my proxy?
 
You will be designating Bradley J. Nattrass, our Chief Executive Officer, or Richard A. Akright, our Chief Financial Officer, as your proxy. Either one of these officers may act
on your behalf and will have the authority to appoint a substitute to act as proxy.
 
How will my proxy vote my shares?
 
Your proxy will vote according to the instructions on your proxy card. We do not intend to bring any other matter for a vote at the Annual Meeting, and we do not know of
anyone else who intends to do so. If, however, other matters are properly brought before the Annual Meeting or any adjournment(s) or postponement(s) of the Annual Meeting,
the persons appointed as proxies will have, unless the terms of their appointment otherwise provide, discretionary authority to vote the shares represented by proxies in
accordance with their discretion and judgment.
 
How do I change or revoke my proxy?
 



You may change or revoke your proxy at any time before your shares are voted at the Annual Meeting by:
 
 ● executing and delivering another later dated proxy card;
   
 ● notifying the Company’s corporate secretary, in writing that you are changing or revoking your proxy; or
   
 ● attending and voting electronically at the virtual Annual Meeting.
 
Attendance at the virtual Annual Meeting will not itself revoke a proxy. All signed proxies that have not been revoked will be voted at the Annual Meeting. If your proxy
contains any specific instructions, they will be followed.
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How can I attend the vote at the virtual Annual Meeting?
 
The Annual Meeting will be held on May 27, 2021, at 10:00 a.m. Mountain Time in a virtual online format. To attend and participate in the Annual Meeting, stockholders will
need to access the virtual webcast of the meeting. To do so, stockholders of record will need to log in at https://agm.issuerdirect.com/ugro, using their control number provided
to them in the proxy card. Beneficial owners of shares held in street name will need to follow the instructions provided by the broker, bank, or other nominee that holds their
shares.
 
Can I ask questions at the Annual Meeting?
 
Yes, as part of the Annual Meeting, we will hold a live question and answer session, during which we intend to answer questions submitted during the Annual Meeting in
accordance with the rules of conduct for the Annual Meeting that are pertinent to the Company and the meeting matters, as time permits. Only stockholders who log in using
their unique control number, which appears on the proxy card sent to such stockholder, will be able to ask questions at the Annual Meeting.
 
What if during the Annual Meeting I have technical difficulties or trouble accessing the virtual meeting website?
 
We will have technicians ready to assist you with any technical difficulties you may have accessing the virtual meeting website. If you encounter any difficulties accessing the
virtual meeting website during the meeting time, please call the technical support number that will be posted on the Annual Meeting login page.
 
Who will count the votes?
 
An inspector of election designated by the Board will count the votes.
 
What constitutes a quorum?
 
A quorum, which is necessary to conduct business at the Annual Meeting, constitutes a majority of the outstanding shares of our common stock entitled to be cast at the Annual
Meeting, present or represented by proxy. If you sign and return your proxy card, your shares will be counted in determining the presence of a quorum, even if you abstain from
voting. If a quorum is not present at the Annual Meeting, the Chairperson of the Annual Meeting or the stockholders present electronically or by proxy may adjourn the Annual
Meeting to a date not more than 120 days after the Record Date, until a quorum is present.
 
What are my voting choices when voting on director nominees, and what vote is needed to elect directors?
 
When voting on the election of director nominees to serve until the 2022 Annual Meeting of Stockholders or until their respective successors are elected and qualified, you may:
 
 ● vote “FOR” any nominee; or
 ● vote “WITHHOLD” any nominee
 
A nominee is elected to the Board if a plurality of votes present in person or represented by proxy and entitled to vote on the election of directors is cast “FOR” the nominee.
Withheld vote will not be counted in determining the number of votes cast and, therefore, will have no effect on the outcome of the proposal. In the event that any nominee for
director is unavailable for election, the Board may either reduce the number of directors or choose a substitute nominee. If the Board chooses a substitute nominee, the shares
represented by a proxy will be voted for the substitute nominee, unless other instructions are given in the proxy.
 
The Board recommends that the stockholders vote “FOR” all of the nominees.
 
What are my voting choices when voting on the 2021 Omnibus Stock Incentive Plan?
 
When voting on the 2021 Omnibus Stock Incentive Plan, you may:
 
 ● vote “FOR” the plan;
 ● vote “AGAINST” the plan; or
 ● “ABSTAIN” from voting for or against the plan.
 
The affirmative vote of a majority of the votes present in person or represented by proxy and entitled to vote on the on the proposal is required for approval of the 2021
Omnibus Stock Incentive Plan. Abstentions will count as a vote “against” the proposal. Broker nonvotes will have no effect because they are not entitled to vote on the proposal.
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The Board recommends that the stockholders vote “FOR” the 2021 Omnibus Stock Incentive Plan.
 
What are my voting choices when voting on the amendment to the Company’s certificate of incorporation?
 
When voting on the proposed amendment to the Company’s certificate of incorporation to reduce the number of authorized shares of common stock and preferred stock, you
may:
 
 ● vote “FOR” the amendment;
 ● vote “AGAINST” the amendment; or
 ● “ABSTAIN” from voting for or against the amendment.
 
The affirmative vote of a majority of the outstanding shares of the Company’s common stock entitled to vote is required for approval of this proposal. Accordingly, abstentions,
broker non-votes, and the failure to return a signed proxy will have the effect of a “no” vote on this proposal.



 
The Board recommends that the stockholders vote “FOR” the amendment to the Company’s certificate of incorporation.
 
What are my voting choices when voting on the ratification of the appointment of BF Borgers CPA PC as our independent registered public accounting firm?
 
When voting on the ratification of the appointment of BF Borgers CPA PC as our independent registered public accounting firm, you may:
 
 ● vote “FOR” the ratification;
 ● vote “AGAINST” the ratification; or
 ● “ABSTAIN” from voting for or against the ratification.
 
The affirmative vote of a majority of the votes present in person or represented by proxy and entitled to vote on the proposal is required for approval of the ratification of BF
Borgers CPA PC. Abstentions will not be counted in determining the number of votes cast and, therefore, will have no effect on the outcome of the proposal.
 
The Board recommends that the stockholders vote “FOR” the ratification of BF Borgers CPA PC.
 
What vote is required to approve each Proposal?
 
Proposal No. l: Election of Directors. The election of each director nominee requires the affirmative vote of a plurality of the votes present in person or represented by proxy and
entitled to vote on the election of directors, if a quorum is present, in the election of directors.
 
Proposal No. 2: Approval of 2021 Omnibus Stock Incentive Plan. An affirmative vote of a majority of the votes present in person or represented by proxy and entitled to vote on
the proposal, if a quorum is present, is required for approval of the 2021 Omnibus Stock Incentive Plan.
 
Proposal No.3: Approval of an Amendment to the Certificate of Incorporation. An affirmative vote of a majority of the outstanding shares of the Company’s common stock
entitled to vote is required to approve the proposed amendment to the Company’s certificate of incorporation.
 
Proposal No.4: Ratification of Auditors. An affirmative vote of a majority of the votes present in person or represented by proxy and entitled to vote on the proposal, if a
quorum is present, is required for ratification of the selection of BF Borgers CPA PC, as independent auditors for the fiscal year ending December 31, 2021.
 
What if I do not specify a choice for a matter when returning a proxy?
 
If you sign your proxy but do not give voting instructions, the individuals named as proxy holders on the proxy card will vote “FOR” the election of all nominees, “FOR” the
2021 Omnibus Stock Incentive Plan, “FOR” the amendment to the Company’s certificate of incorporation, and “FOR” the ratification of BF Borgers CPA PC and in their
discretion on any other matters that may properly come before the Annual Meeting.
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Will my shares be voted if I do not provide my proxy or vote at the Annual Meeting?
 
If you do not provide your proxy or vote at the Annual Meeting and you are a stockholder whose shares of common stock are registered directly in your name with our transfer
agent, Equiniti Trust Company (f/k/a Corporate Stock Transfer, Inc.), your shares of common stock will not be voted.
 
If you do not provide your proxy or vote at the Annual Meeting and you are a stockholder whose shares of common stock are held in street name with a bank, brokerage firm or
other nominee (i.e., in “street name”), your nominee may vote your shares in its discretion on Proposal 4, the ratification of the appointment of the Company’s independent
registered public accounting firm, as the ratification of our independent registered public accounting firm is a “routine matter” on which nominees are permitted to vote on
behalf of their clients if no voting instructions are furnished.
 
A broker “non-vote” occurs when a nominee (such as a broker) holding shares for a beneficial owner does not vote on a particular proposal because the nominee does not have
discretionary voting power for that particular matter, such as Proposals 1, 2, and 3, and has not received instructions from the beneficial owner. Broker “non-votes” are counted
as present for purposes of establishing a quorum. Broker “non-votes” will have no effect on the outcome of Proposal 1 and Proposal 2, will have the effect of a “no” vote on
Proposal 3, and are not applicable to Proposal 4.
 
Who is soliciting my proxy, how is it being solicited and who pays the cost?
 
The Board is soliciting your proxy for the Annual Meeting. The solicitation process is being conducted primarily by mail. However, proxies may also be solicited in person, by
telephone, facsimile or other electronic means. We pay the cost of soliciting proxies and may use employees to solicit proxies and also reimburse stockbrokers and other
custodians, nominees, and fiduciaries for their reasonable out-of-pocket expenses for forwarding proxy and solicitation material to the owners of our common stock.
 
What does it mean if I receive more than one proxy card?
 
If you receive more than one proxy card, it means you have multiple accounts with our transfer agent, and to vote all your shares you will need to sign and return all proxy
cards.
 
Multiple Stockholders Sharing One Address

 
In accordance with Rule 14a-3(e)(1) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), one proxy statement and one annual report or one notice
may be delivered to two or more stockholders who share an address in the United States, unless the Company has received contrary instructions from one or more of the
stockholders. The Company will deliver promptly upon written or oral request a separate copy of the proxy statement and the annual report or notice at a shared address to
which a single copy of the proxy statement and the annual report or notice was delivered. Requests for additional copies of the proxy statement and the annual report or notice,
and requests that in the future separate proxy statements and annual reports or notices be sent to stockholders who share an address, should be directed to the Company’s
Corporate Secretary, urban-gro, Inc., 1751 Panorama Point, Unit G, Lafayette, Colorado 80026, or at telephone number (720) 390-3880. In addition, stockholders who share a
single address in the United States but receive multiple copies of the proxy statement and the annual report or notice may request that they receive a single copy in the future by
contacting the Company at the address and phone number set forth in the prior sentence.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
 

The Company’s only outstanding class of voting securities is its common stock. The following table sets forth information known to the Company about the beneficial
ownership of its common stock on April 15, 2021 by (i) each current director and director nominee; (ii) each named executive officer; and (iii) all of the Company’s executive



officers and directors as a group. Other than as set forth below, no person known to us beneficially owns 5% or more of the outstanding common stock as of April 15, 2021.
Unless otherwise indicated in the footnotes, each person listed in the following table has sole voting power and investment power over the common stock listed as beneficially
owned by that person. Percentages of beneficial ownership are based on 10,874,804 common stock outstanding on April 15, 2021. Unless otherwise indicated, the address for
each person who beneficially owns 5% or more of the outstanding common stock is urban-gro, Inc., 1751 Panorama Point, Unit G, Lafayette, Colorado 80026.

 
  Shares Beneficially Owned  

Name and Address of Beneficial Owner  Number   Percent  
5% Stockholder:         
Octavio Gutierrez   664,505   5.9%
2537 Prospect Court         
Broomfield, CO 80023         
Named Executive Officers and Directors:         
Bradley J. Nattrass   1,594,947   14.2%
James H. Dennedy(3)   382,499   3.4%
Richard A. Akright   25,833   0.2%
Jonathan Nassar   53,611   0.5%
Mark Doherty   61,040   0.5%
Lance Galey   43,678   0.4%
James R. Lowe(4)   404,422   3.6%
Lewis O. Wilks   37,222   0.3%
All executive officers and directors as a group (10 persons)   2,783,251   25.6%

 
   
 * Indicates beneficial ownership of less than 1%.
 (1) Beneficial ownership as reported in the table has been determined in accordance with Rule 13d-3 under the Exchange Act and is not necessarily indicative of

beneficial ownership for any other purpose. The number of shares of common stock shown as beneficially owned includes shares of common stock which may not
be beneficially owned but over which a person would be deemed to exercise control or direction. The number of shares of common stock shown as beneficially
owned includes shares of common stock subject to stock options exercisable and restricted stock units that were outstanding on April 15, 2021 and that will vest
within 60 days of April 15, 2021. Shares of common stock subject to stock options exercisable and restricted stock units that will vest within 60 days after April 15,
2021 are deemed outstanding for computing the percentage of the person holding such securities but are not deemed outstanding for computing the percentage of
any other person.

   
 (2) Includes 345,833 shares owned by HMG MRB Partners of which Mr. Dennedy is a partner and may be deemed to be the beneficial owner.
   
 (3) Mr. Lowe is the sole equity holder of Cloud9 Support, LLC and as such may be deemed to beneficially own 107,462 shares held by Cloud9 Support, LLC.
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ELECTION OF DIRECTORS
(Proposal 1)

 
The Company’s Board currently consists of six members. Five of the six members of the Board are standing for re-election at the Annual Meeting. The persons whose

names are listed below (“Director Nominees”) have been nominated for election as directors by the Board to serve for a term of office to expire at the 2022 Annual Meeting of
Stockholders, with each to hold office until his successor has been duly elected or appointed. Each Director Nominee has expressed his intention to serve the entire term for
which election is sought.

 
The Board recommends a vote “FOR” each of the Director Nominees. The persons named in the accompanying proxy card will vote “FOR” the election of the

Director Nominees unless stockholders specify otherwise in their proxies. If any Director Nominee at the time of election is unable to serve, or otherwise is unavailable for
election, and if other nominees are designated by the Board, the persons named as proxy holders on the accompanying proxy card intend to vote for such nominees.
Management is not aware of the existence of any circumstance, which would render the Director Nominees named below unavailable for election.

 
Director Nominees

 
The following table and text set forth the name, age, position with the Company, and terms of service of each Director Nominee as of April 26, 2021:

 
Name  Age  Position  Director Since
Bradley J. Nattrass  48  Chairperson of the Board and Chief Executive Officer  2018
       
James H. Dennedy  55  Chief Operating Officer and President  2018
       
Lance Galey (1)(2)(3)  41  Director  2018
       
James R. Lowe (1)(2)(3)  40  Director  2018
       
Lewis O. Wilks (1)(2)(3)  67  Director  2018
 
(1) Member of the Corporate Governance and Nominating Committee.
(2) Member of the Audit Committee.
(3) Member of the Compensation Committee.

 
Information with respect to the securities beneficially owned by each of the Director Nominees can be found under the heading “Security Ownership of Certain

Beneficial Owners and Management.” The following sets forth the biographical background information for each Director Nominee. In addition, the biographies of the Director
Nominees include a brief description of the specific experience, qualifications, attributes, or skills that led to the conclusion that each person should serve as a director. In
addition to the specific experience, qualifications, attributes, and skills described below, all of the Director Nominees have the professional experience and personal character
that make them highly qualified Director Nominees for the Company and collectively comprise an experienced board that works well together as a whole.

 
Bradley J. Nattrass is one of our founders and has been our Chief Executive Officer and Chairperson of our Board since March 2017. Mr. Nattrass was our Managing

Member from March 2014 until March 2017 when we converted to a corporation. From October 2015 to August 2016, he was the Managing Member of enviro-glo, LLC, a
Colorado limited liability company engaged in the manufacturing and branding of commercial lighting products. Previously, from January 2012 through August 2016, he was
the Managing Member of Bravo Lighting, LLC, a Colorado limited liability company engaged in the distribution of commercial lighting products. Mr. Nattrass received a
Bachelor of Commerce degree from the University of Calgary in marketing in 1995 and a Master of Business Administration from the University of Phoenix in 2001. Mr.



Nattrass brings executive leadership experience, organizational experience, and extensive experience in the industry to the Board. Mr. Nattrass is familiar with the Company’s
day-to-day operations and performance and the horticulture industry in general. Mr. Nattrass’ insight into the Company’s operations and performance is critical to Board
discussions.

 
James H Dennedy was appointed as a director in August 2018. In February 2021, the Company hired Mr. Dennedy to serve as its Chief Operating Officer and

President. From March 2018 to August 2019, Mr. Dennedy served as Director and Chief Financial Officer for Interurban Capital Group, a capital investment and management
services company. From May 2011 through January 2017, he was the President and Chief Executive Officer of Agilysys, Inc., a company offering software solutions to the
hospitality industry. Mr. Dennedy served as a director for Agilysys, Inc. (Nasdaq: AGYS) from June 2009 to January 2017. Mr. Dennedy received a Master’s degree in
Economics from the University of Colorado, Boulder, a Master of Business Administration from The Ohio State University and a Bachelor of Science degree in Economics
from the U.S. Air Force Academy. Mr. Dennedy has extensive financial, executive leadership, and organizational experience. Mr. Dennedy also has experience serving as a
director of a public company, which brings important insights into board oversight and corporate governance matters. Mr. Dennedy is chairman of the Company’s Audit
Committee and an Audit Committee financial expert with experience in various accounting and financial roles.
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Lance Galey was appointed as a director of our Company in August 2018. Since 2020, Mr. Galey has served as the Chief Software Architect of Autodesk, Inc. From
July 2017 to January 2020, Mr. Galey served as Vice President, SaaS Engineering, Oracle Cloud Infrastructure at Oracle. From June 2016 to July 2017, Mr. Galey was Chief
Technology Officer for MassRoots, Inc., a publicly traded company providing a technology platform for the cannabis industry. From May 2016 through June 2017, Mr. Galey
was the Principal Cloud Architect at Dynamics 365 at Microsoft, Inc. From February 2014 through April 2016, he was Chief Cloud Architect at Autodesk, Inc., where he
helped transform their products into strategic SaaS businesses. From June 2012 through February 2014, he was Vice President and Principal Architect at Salesforce.com, where
he led the architecture and development of numerous core infrastructure services underlying a large portfolio of Salesforce SaaS applications and was selected as the executive
MVP for the technology division of Salesforce.com. Prior to his time at Salesforce, Mr. Galey served as Chief Architect and Head of OpenStack Engineering of Cloud Services
for WebEx, a division of Cisco and as the Director of Architecture for the Disney Connected and Advanced Technologies division of The Walt Disney Company. Mr. Galey
also served as Senior Program Manager at Microsoft Inc. and began his career at Amazon and Level 3 Communications. He received a Bachelor of Science degree from Regis
University in 2004. Mr. Galey is a seasoned executive with technical and management experience in the industry in which the Company operates. Mr. Galey brings vital
technological expertise to the Board and provides important insights to our Board regarding the Company’s equipment and product offering and the business development of the
Company.

 
James R. Lowe was appointed as a director of our Company in August 2018. Mr. Lowe cofounded MJardin Group in 2014 where he served as President of

Cultivation, overseeing all cultivation operations through 2017. Mr. Lowe left MJardin Group to become EVP of Operations of GrowForce, a spinout from MJardin Group
based in Canada focusing on international cannabis opportunities. Mr. Lowe is no longer an officer of Growforce. Mr. Lowe has served as a director of MJardin Group (CSE:
MJAR) (OTCQX: MJARF) since March 2014. Since December 2015, he has also been an owner of Potco LLC, one of the highest grossing single site medical cannabis
dispensary and grow facilities in Colorado. He has also been a cultivation advisor for Lightshade Labs, LLC, where he has provided guidance on cultivation operations since
2012. Mr. Lowe is also the owner of Next1 Labs, a vertically integrated extraction and concentrate business with a multi-acre outdoor farm complex and the one of the largest
producers of live resin products in the state of Colorado. Lastly, Mr. Lowe entered the legal cannabis market in 2009 as the owner of Cloud9 Support LLC, a retail horticulture
supplies and design company that was responsible for over 50 design projects and construction assists while laying the groundwork for future endeavors. Mr. Lowe brings to the
Board significant experience in the horticulture and cannabis industry and prior public company director experience within the industry. Mr. Lowe’s extensive knowledge of the
industry brings valuable insights to the Board regarding customer demand and product offerings. These views add important insights within discussions of the Board.

 
Lewis O. Wilks was appointed as a director of our Company in August 2018. Since 2004, Mr. Wilks has been the Senior Managing Partner at Bright Peaks Venture

Capital LLC, where he oversees the company’s investments. In addition, since November 2015, he has been the Executive Chairman of NCS Analytics, a Denver based
company that is implementing its patent pending, predictive analytics engine to provide financial, regulatory, and audit service to clients with real-time alerts for cash intensive
businesses. Since June 2017, he has also been Chairman of FuseIntel, a company doing intelligence sector analytics. From September 1997 to September 2001, he served as the
Chief Strategy Officer for Qwest Communications. Mr. Wilks received a Bachelor of Science degree in Computer Science from the University of Central Missouri in 1979. Mr.
Wilks brings valuable experience to the Board through his prior management and technical experience. His business understanding and technological background provide the
Board with important insights regarding the Company’s operations, product offering and business development.

 
To the best of the Company’s knowledge, there are no arrangements or understandings between any director, Director Nominee, or executive officer and any other

person pursuant to which any person was selected as a director, Director Nominee, or executive officer. There are no family relationships between any of the Company’s
directors, Director Nominees, or executive officers. To the Company’s knowledge, there have been no material legal proceedings as described in Item 401(f) of Regulation S-K
during the last ten years that are material to an evaluation of the ability or integrity of any of the Company’s directors, Director Nominees, or executive officers. Excluding
Proposal 1 (Election of Directors), members of the Board and executive officers of the Company do not have any substantial interest, direct or indirect, in any of the matters
currently anticipated to be acted upon at the Annual Meeting.

 
THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE “FOR” EACH DIRECTOR NOMINEE FOR ELECTION TO THE

BOARD OF DIRECTORS
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Board Committees and Meetings
 

The Board has established three standing committees, the Audit Committee, the Compensation Committee, and the Corporate Governance and Nominating Committee,
to assist it with the performance of its responsibilities. The Board designates the members of these committees and the committee chairs based on the recommendation of the
Corporate Governance and Nominating Committee. The Board has adopted written charters for each of these committees, which can be found at the investor relations section of
the Company’s website at http://urban-gro.com. Copies are also available in print to any stockholder upon written request to urban-gro, Inc., 1751 Panorama Point, Unit G,
Lafayette, Colorado 80026, Attention: Corporate Secretary. The chair of each committee develops the agenda for that committee and determines the frequency and length of
committee meetings.
 

The Board held five meetings during 2020. Directors are expected to attend Board meetings, the Annual Meeting of Stockholders and meetings of the committees on
which they serve, with the understanding that on occasion a director may be unable to attend a meeting. During 2020, each director attended 75% or more of the aggregate of
the total number of meetings of the Board and 75% or more of the aggregate of the total number of meetings held by all committees of the Board on which such director then
served. Every director then serving attended the 2020 Annual Meeting of Stockholders.

 
Audit Committee
 

Our Board has established an Audit Committee, which consists of three independent directors, Mr. Wilks (Chairperson), Mr. Lowe and Mr. Galey. The Audit
Committee held two meetings during 2020. The committee’s primary duties are to:

 
 ● review and discuss with management and our independent auditor our annual and quarterly financial statements and related disclosures, including disclosure

under “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and the results of the independent auditor’s audit or
review, as the case may be;
 



 ● review our financial reporting processes and internal control over financial reporting systems and the performance, generally, of our internal audit function;
 

 ● oversee the audit and other services of our independent registered public accounting firm and be directly responsible for the appointment, independence,
qualifications, compensation and oversight of the independent registered public accounting firm, which reports directly to the Audit Committee;
 

 ● provide an open means of communication among our independent registered public accounting firm, management, our internal auditing function and our
Board;
 

 ● review any disagreements between our management and the independent registered public accounting firm regarding our financial reporting;
 

 ● prepare the Audit Committee report for inclusion in our proxy statement for our annual stockholder meetings;
 

 ● establish procedures for complaints received regarding our accounting, internal accounting control and auditing matters; and
 

 ● approve all audit and permissible non-audit services conducted by our independent registered public accounting firm.
 

The Board has determined that each of our Audit Committee members are independent of management and free of any relationships that, in the opinion of the Board,
would interfere with the exercise of independent judgment and are independent, as that term is defined under the enhanced independence standards for audit committee members
in the Exchange Act and the rules promulgated thereunder.

 
The Board has determined that Mr. Wilks is an “audit committee financial expert,” as that term is defined in the rules promulgated by the Securities and Exchange

Commission (the “SEC”) pursuant to the Sarbanes-Oxley Act of 2012. The Board has further determined that each of the members of the Audit Committee shall be financially
literate and that at least one member of the committee has accounting or related financial management expertise, as such terms are interpreted by the Board in its business
judgment.
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Compensation Committee
 

Our Board has established a Compensation Committee, which consists of three independent directors (as defined under the general independence standards of the
Nasdaq listing standards and our Corporate Governance Guidelines): Mr. Wilks (Chairperson), Mr. Galey, and Mr. Lowe. Messrs. Wilks, Galey, and Lowe are each a “non-
employee director” (within the meaning of Rule 16b-3 of the Exchange Act). The Compensation Committee held two meetings during 2020. The committee’s primary duties are
to:

 
 ● approve corporate goals and objectives relevant to executive officer compensation and evaluate executive officer performance in light of those goals and

objectives;
   
 ● determine and approve executive officer compensation, including base salary and incentive awards;
   
 ● make recommendations to the Board regarding compensation plans; and
   
 ● administer our stock plan.

 
Our Compensation Committee determines and approves all elements of executive officer compensation. It also provides recommendations to the Board with respect to

non-employee director compensation. The Compensation Committee may not delegate its authority to any other person, other than to a subcommittee.
 

Corporate Governance and Nominating Committee
 

Our Board has also established a Corporate Governance and Nominating Committee, which consists of Mr. Lowe (Chairperson) and Messrs. Galey and Wilks. The
Corporate Governance and Nominating Committee held two meetings during 2020. The committee’s primary duties are to:

 
 ● recruit new directors, consider director nominees recommended by stockholders and others and recommend nominees for election as directors;
   
 ● review the size and composition of our Board and committees;
   
 ● oversee the evaluation of the Board;
   
 ● recommend actions to increase the Board’s effectiveness; and
   

 ● develop, recommend and oversee our corporate governance principles, including our Code of Business Conduct and Ethics and our Corporate Governance
Guidelines.

 
Corporate Governance
 
Composition of our Board of Directors
 

Our business and affairs are managed under the direction of our Board. The number of directors will be fixed from time to time by our Board, subject to the terms of
our certificate of incorporation and bylaws, which will include a requirement that the number of directors be fixed exclusively by a resolution adopted by directors constituting a
majority of the total number of authorized directors, whether or not there exist any vacancies in previously authorized directorships. Our Board currently consists of six
directors.

 
When considering whether directors and nominees have the experience, qualifications, attributes or skills, taken as a whole, to enable our Board to satisfy its oversight

responsibilities effectively in light of our business and structure, the Board focuses primarily on each person’s background and experience as reflected in the information
discussed in each of the directors’ individual biographies set forth above. We believe that our directors provide an appropriate mix of experience and skills relevant to the size
and nature of our business.

 
Corporate Governance Profile
 

We intend to structure our corporate governance in a manner we believe closely aligns our interests with those of our stockholders. Notable features of our corporate
governance structure will include the following:
 
 ● our Board will not be classified, with each of our directors subject to re-election annually;
   



 ● we expect that a majority of our directors will satisfy the Nasdaq listing standards for independence;
   
 ● generally, all matters to be voted on by stockholders will be approved by a majority (or, in the case of election of directors, by a plurality) of the votes entitled

to be cast by all stockholders present in person or represented by proxy, voting together as a single class;
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 ● we intend to comply with the requirements of the Nasdaq marketplace rules, including having committees comprised solely of independent directors; and
   
 ● we do not have a stockholder rights plan.

 
Our directors will stay informed about our business by attending meetings of our Board and its committees and through supplemental reports and communications. Our

independent directors will meet regularly in executive sessions without the presence of our corporate officers or non-independent directors.
 
The Corporate Governance and Nominating Committee does not have a policy with regard to consideration of director candidates recommended by stockholders. The

Company does not believe that it is necessary for the Corporate Governance and Nominating Committee to have such a policy because to date, the Company has not received
any recommendations from stockholders requesting that the Corporate Governance and Nominating Committee consider a candidate for inclusion among the slate of nominees
in the Company’s proxy statement and the directors are elected by a majority of the votes cast in person or by proxy at a meeting at which a quorum is present. The Corporate
Governance and Nominating Committee will consider all proposed nominees for the Board, including those put forward by stockholders. Stockholders nominations should be
addressed to the Corporate Secretary at urban-gro, Inc., 1751 Panorama Point, Unit G, Lafayette, Colorado 80026, who will provide it to the Corporate Governance and
Nominating Committee.

 
Each notice of a stockholder proposal for a director nominee must set forth:
 

 ● the name and address of such stockholder, as they appear on our books, and of such beneficial owner;
   
 ● the number of shares of each class of our stock which are owned beneficially and of record by such stockholder and such beneficial owner; and
   
 ● as to each person whom the stockholder proposes to nominate for election or reelection as a director, all information relating to such person that is required to

be disclosed in solicitations of proxies for election of directors in an election contest (even if an election contest is not involved), or is otherwise required, in
each case pursuant to Regulation 14A under the Exchange Act (including such person’s written consent to being named in the proxy statement as a nominee
and to serving as a director if elected).

 
If the Board has determined that directors will be elected at a special meeting of stockholders, any stockholder of the Company who is a stockholder of record both at

the time of giving of notice of such meeting and at the time of the special meeting, and who is entitled to vote at the meeting and who complies with the required notice
procedures may nominate a person for election to the Company’s Board. Such stockholder must deliver a notice containing the information described above to the Corporate
Secretary not earlier than the close of business on the 120th day prior to such special meeting and not later than the close of business on the later of the 90th day prior to such
special meeting or the tenth day following the day on which public announcement is first made of the date of the special meeting and of the nominees proposed by the Board to
be elected at such meeting. These requirements are in addition to the requirements of the SEC that a stockholder must meet to have a proposal included in our proxy statement.
 
Role of the Board in Risk Oversight
 

The Board actively manages the Company’s risk oversight process and receives periodic reports from management on areas of material risk to the Company, including
operational, financial, legal, and regulatory risks. The Board committees assist the Board in fulfilling its oversight responsibilities in certain areas of risk. The Audit Committee
assists the Board with its oversight of the Company’s major financial risk exposures. The Compensation Committee assists the Board with its oversight of risks arising from the
Company’s compensation policies and programs. The Corporate Governance and Nominating Committee assists the Board with its oversight of risks associated with board
organization, board independence, and corporate governance. While each committee is responsible for evaluating certain risks and overseeing the management of those risks,
the entire Board is regularly informed about the risks.
 
Director Independence
 

The Nasdaq marketplace rules require that, subject to specified exceptions, each member of a listed company’s audit, compensation and nominations committees be
independent, or, if a listed company has no nominations committee, that director nominees be selected or recommended for the board’s selection by independent directors
constituting a majority of the board’s independent directors. The Nasdaq marketplace rules further require that audit committee members satisfy independence criteria set forth
in Rule 10A-3 under the Exchange Act and that compensation committee members satisfy the independence criteria set forth in Rule 10C-1 under the Exchange Act.
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Our Board has reviewed the independence of our directors and considered whether any director has a material relationship with us that could compromise that
director’s ability to exercise independent judgment in carrying out that director’s responsibilities. Our Board has affirmatively determined that each of Messrs. Galey, Lowe,
and Wilks qualify as an independent director, as defined under the applicable corporate governance standards of Nasdaq.
 
Board Leadership
 

The offices of the Chairperson of the Board and Chief Executive Officer are currently combined. Mr. Nattrass serves as the Company’s Chairperson of the Board and
Chief Executive Officer. The Board believes that this structure is the most appropriate structure at this time for several reasons. Mr. Nattrass is responsible for the day-to-day
operations of the Company and the execution of its strategies. Since these topics are an integral part of Board discussions, Mr. Nattrass is the director best qualified to chair
those discussions. In addition, Mr. Nattrass’ experience and knowledge of the Company and the industry are critical to Board discussions and the Company’s success. The Board
believes that Mr. Nattrass is well qualified to serve in the combined roles of Chairperson and chief executive officer and that Mr. Nattrass’ interests are sufficiently aligned with
the stockholders he represents.

 
The Board does not have a lead independent director. To help ensure the independence of the Board, the independent directors of the Board generally meet without

members of management at various times during the year.
 

Communication with the Board of Directors
 

Stockholders and other interested parties who wish to communicate with the Board may do so by writing to the following address: c/o Bradley J. Nattrass, Chairperson
of the Board of Directors, urban-gro, Inc., 1751 Panorama Point, Unit G, Lafayette, Colorado 80026. Our Audit Committee has also adopted a whistle-blower policy to allow
employees, stockholders and other interested persons to communicate directly with our Audit Committee, including reporting complaints relating to accounting, internal
accounting controls, or auditing matters. Communications should be addressed to Mr. Lewis O. Wilks, Chairperson of the Audit Committee, at urban-gro, Inc., 1751 Panorama
Point, Unit G, Lafayette, Colorado 80026.



 
COMPENSATION OF DIRECTORS

 
Elements of Director Compensation
 

Prior to January 2020, non-employee directors were provided with a stock option to purchase 16,667 shares of common stock upon their appointment to the Board. All
such stock options are subject to vesting proportionately over a three-year period, commencing on April 30th of each year following the year of the grant. In addition, each
director who serves as a member of a standing committee of the Board was entitled to receive an additional stock option to purchase 1,667 shares of common stock for each
committee on which he or she serves, which options vested at the end of each year of service on the applicable committee. The exercise price for any stock options issued to our
non-employee directors will be at least equal to the fair market value on the applicable date of grant. Beginning in January 2020, non-employee directors were granted restricted
shares of common stock as an annual retainer and for serving as a member of a standing committee. Each director will be required to attend a minimum of 75% of all Board
meetings per year in person or telephonically. Directors are reimbursed for travel and other expenses directly associated with Company business. Directors that are also
employees of the Company do not receive any additional compensation for their role as a director at this time.
 
Fiscal Year 2020 Director Compensation Table
 

The following table provides information regarding director compensation during 2020. The compensation of Mr. Nattrass and Mr. Akright is reported in the Fiscal
Year 2020 and 2019 Summary Compensation Table. Mr. Dennedy was hired by the Company as Chief Operating Officer and President in February 2021. At that time, Mr.
Dennedy resigned from the Board Committees on which he was serving.
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Name  

Fees Earned or
Paid in Cash

($)   

Stock
Awards

($)   

Option
Awards
($)(1)(2)   

Non-equity
incentive plan
compensation

($)   

Change in
pension value

and
nonqualified

deferred
compensation

earnings   

All other
compensation

($)   
Total

($)  
James H. Dennedy(3)   –   133,000       –   –   –   133,000 
Lance Galey(4)       133,000                   133,000 
James R. Lowe(5)   –   133,000       –   –   –   133,000 
Lewis O. Wilks(6)   –   133,000                   133,000 
 
(1) The amounts in this column represent the aggregate grant date fair value of stock options computed in accordance with Accounting Standards Codification (“ASC”) 718,

Compensation—Stock Compensation (“ASC 718”). The fair value of stock options is calculated using the Black-Scholes option-pricing model.
  
(2) The chart below shows the aggregate number of outstanding restricted stock units and stock options held by each non-employee director as of December 31, 2020.
 

Director   Stock Options
Dennedy   20,000
Galey   20,000
Lowe   18,334
Wilks   21,667

 
(3) Mr. Dennedy received a grant of 22,222 shares for serving as Chair of the Audit Committee and a member of the Compensation Committee and Corporate Governance and

Nominating Committee in 2020.
  
(4) Mr. Galey received a grant of 18,889 shares for serving on the Audit Committee and the Compensation Committee.
  
(5) Mr. Lowe received a grant of 18,889 shares for serving as Chair of the Corporate Governance and Nominating Committee.
  
(6) Mr. Wilks received a grant of 21,111 shares for serving as Chair of the Compensation Committee and as a member of the Audit Committee and the Corporate Governance

and Nominating Committee.
 

COMPENSATION OF EXECUTIVE OFFICERS
 

We are an “emerging growth company” under applicable SEC rules and are providing disclosure regarding our executive compensation arrangements pursuant to the
rules applicable to emerging growth companies, which means that we are not required to provide a compensation discussion and analysis and certain other disclosures regarding
our executive compensation. The following discussion relates to the compensation of our named executive officers for 2020, consisting of Bradley J. Nattrass, our Chairperson
and Chief Executive Officer, and our two other most highly compensated executive officers as of December 31, 2020, Richard A. Akright, Chief Financial Officer and
Director, and Jonathan Nassar, Executive Vice President – Sales.

 
We have a Compensation Committee comprised of Messrs. Wilks, Galey, and Lowe. Under our Compensation Committee charter, our Compensation Committee

determines and approves all elements of executive officer compensation. The Compensation Committee’s primary objectives in determining executive officer compensation are
(i) developing an overall compensation package that is at market levels and thus fosters executive officer retention and (ii) aligning the interests of our executive officers with
our stockholders by linking a significant portion of the compensation package to performance.

 
Fiscal Year 2020 and 2019 Summary Compensation Table
 

The following Fiscal Year 2020 and 2019 Summary Compensation Table contains information regarding compensation for 2020 and 2019 that the Company paid to
Mr. Nattrass and its two other most highly compensated executive officers as of December 31, 2020.
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Name and Principal Position  Year   
Salary

($)   
Bonus

($)   

Stock
awards
($)(1)   

Option
awards
($)(1)   

Non-equity
incentive

plan
compensation

($)   

Nonqualified
deferred

compensation
earnings

($)   

All other
compensation

($)   
Total

($)  



Bradley J. Nattrass   2020   248,000   –   –   –   –   –   19,847(2)  267,847 
Chairperson of the Board and Chief Executive
Officer   2019   240,962       –   –   –   –   19,950(2)  260,912 
                                     
Richard A. Akright (3)   2020   214,615       300,000               13,895(2)  528,510 
Chief Financial Officer   2019   8,654           4,456           155,097   168,207 
                                     
Jonathan Nassar(4)   2020   333,971   –   –   179,743   –   –   –   513,714 
Executive Vice President - Sales   2019   212,000   –   –   –   –   –   6,000   218,000 
 
(1) Amounts shown in the columns captioned “Stock awards” and “Option awards” represent the aggregate grant date fair value of the awards computed in accordance with ASC

718. For a description of the assumptions used by the Company to value these awards, see Note 14 to our financial statements included in the Annual Report.
(2) Represents amounts paid to Mr. Nattrass and Mr. Akright pursuant to a car allowance and health insurance premiums paid on their behalf.
(3) Mr. Akright received a stock grant of 50,000 shares on January 1, 2000 and a stock option to purchase 833 shares of common stock at an exercise price of $7.20 per share on

March 31, 2019.
(4) Mr. Nassar received a stock option to purchase 40,000 shares of common stock at an exercise price of $6.00 per share on January 1, 2020.
 
Employee Agreements
 

The following discussion relates to compensation arrangements on behalf of, and compensation paid by us to, Messrs. Nattrass and Akright. We do not have an
employment agreement with Mr. Nassar.
 

Bradley J. Nattrass. We are a party to an employment agreement with Mr. Nattrass (the “Nattrass Agreement”), whereby he serves as our President and Chief
Executive Officer. Pursuant to the Nattrass Agreement, he receives compensation pursuant to our standard programs in effect from time to time, and is eligible to receive stock
options, restricted stock, stock units or other equity awards from time to time at the sole discretion of the Board in accordance with our 2019 Incentive Stock Option Plan or
other equity plans that we may adopt. He is also entitled to participate in our group benefit plans. The term of the Nattrass Agreement is three years, however, if a change in
control occurs during the term, the term shall expire no earlier than the first anniversary of the change in control.
 

Under certain circumstances, the Nattrass Agreement also provides for severance benefits following a termination without “cause” or related to a “change of control”
(as such terms are defined in the Nattrass Agreement). In the event of a termination without “cause,” Mr. Nattrass is entitled to severance payments equal to 12 months of
regular base salary and target annual incentive pay and a lump sum payment for 12 months of COBRA premiums. In addition, in the event of a termination without “cause,” if
Mr. Nattrass’ personal guarantee of the Credit Facilities has not been released after 12 months, then he is entitled to $15,000 per month until the personal guarantee is released.
In the event of termination in connection with a “change in control,” Mr. Nattrass is entitled to a lump sum payment equal to twice the sum of his annual salary and his target
annual incentive pay, and a lump sum payment for 12 months of COBRA premiums. All other additional benefits and stock incentive rights (if any) would cease and expire
upon termination of employment, unless otherwise provided in the Nattrass Agreement or by the separate written terms of such benefits or incentives. The Nattrass Agreement
includes indemnification, confidentiality and non-compete provisions.
 

Richard A. Akright. We are a party to an employment agreement with Mr. Akright (the “Akright Agreement”), whereby he serves as our Chief Financial Officer.
Pursuant to the Akright Agreement, he receives compensation pursuant to our standard programs in effect from time to time, and is eligible to receive stock options, restricted
stock, stock units or other equity awards from time to time at the sole discretion of the Board in accordance with our 2019 Incentive Stock Option Plan or other equity plans that
we may adopt. He is also entitled to participate in our group benefit plans. The term of the Akright Agreement is three years, however, if a change in control occurs during the
term, the term shall expire no earlier than the first anniversary of the change in control.
 

Under certain circumstances, the Akright Agreement also provides for severance benefits following a termination without “cause” or related to a “change of control”
(as such terms are defined in the Akright Agreement). In the event of a termination without “cause,” Mr. Akright is entitled to severance payments equal to six months of regular
base salary and a lump sum payment for six months of COBRA premiums. In the event of termination in connection with a “change in control,” Mr. Akright is entitled to a lump
sum payment equal to his annual salary and his target annual incentive pay, and a lump sum payment for 12 months of COBRA premiums. All other additional benefits and
stock incentive rights (if any) would cease and expire upon termination of employment, unless otherwise provided in the Akright Agreement or by the separate written terms of
such benefits or incentives. The Akright Agreement includes confidentiality and non-compete provisions.
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Equity Incentive Awards
 

Mr. Nattrass has not received any equity incentive awards.
 

Mr. Akright received a restricted common stock grant of 50,000 shares on January 1, 2020 that vests proportionately on each January 1 over a 3-year period beginning
on January 1, 2021. Mr. Akright received a stock option grant to purchase 833 shares of common stock at an exercise price of $7.20 per share on March 31, 2019 that vests
proportionately over a three year period on each quarter-end beginning June 30, 2019 ending March 31, 2021.

 
Mr. Nassar received a stock option grant to purchase 40,000 shares of common stock at an exercise price of $6.00 per share on January 1, 2020 that vests

proportionately on each December 31 over a three-year period beginning on December 31, 2020.
 

Retirement Benefits
 

We provide all qualifying employees with the opportunity to participate in our tax-qualified 401(k) plan. The plan allows employees to defer receipt of earned salary,
up to tax law limits, on a pre-tax basis. Accounts may be invested in a wide range of mutual funds. The Company has not provided any employer contributions to the plan.

 
Fiscal Year 2020 Outstanding Equity Awards at Fiscal Year-End Table

 
The following table lists all of the outstanding equity awards held on December 31, 2020 by each of the Company’s named executive officers.

 
  Option Awards   Stock Awards  



Name  

Number of
securities

underlying
unexercised

options
exercisable

(#)   

Number of
securities

underlying
unexercised

options
unexercisable

(#)   

Equity
incentive

plan
awards:

Number of
securities

underlying
unexercised

unearned
options

(#)   

Option
exercise

price
($)   

Option
expiration

date   

Number
of

shares
or units
of stock

that
have not
vested

(#)   

Market
value of
shares of
units of

stock
that

have not
vested

($)   

Equity
incentive

plan
awards:
Number

of
unearned

shares,
units or

other
rights
that

have not
vested

(#)   

Equity
incentive

plan
awards:
Market

or
payout
value of

unearned
shares,
units or

other
rights

that have
not

vested
($)  

Bradley J. Nattrass   –   –   –-   –   –   –   –   –   – 
Richard A. Akright   730   105       7.20   March 2029   50,000(1)  300,000         

Jonathan Nassar   30,000(2)  35,000(1)  –   6.48   
August 18,

2028   5,556   33,336   –   – 
 
(1) Mr. Akright received a grant of 50,000 shares on January 1, 2020.
(2) Mr. Nassar received a stock option to purchase 40,000 shares of common stock at an exercise price of $6.00 per share on January 1, 2020. Such options vest proportionately

over three years, commencing on December 31, 2020.
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Delinquent Section 16(a) Reports
 

Section 16(a) of the Exchange Act requires the Company’s directors, executive officers, and any persons who own more than 10% of a registered class of the
Company’s equity securities, to file reports of ownership and changes in ownership with the SEC. SEC regulations require executive officers, directors, and greater than 10%
stockholders to furnish us with copies of all Section 16(a) forms they file. Based solely on the Company’s review of the copies of such forms furnished or available to the
Company, the Company believes that its directors, executive officers, and 10% stockholders complied with all Section 16(a) filing requirements for the year ended December
31, 2020.

 
Certain Relationships and Related Transactions

 
Following is a description of transactions since January 1, 2019, including currently proposed transactions to which we have been or are to be a party in which the

amount involved exceeded or will exceed $120,000, and in which any of our directors (including nominees), executive officers or beneficial holders of more than 5.0% of our
capital stock, or their immediate family members or entities affiliated with them, had or will have a direct or indirect material interest. We believe the terms and conditions set
forth in such agreements are reasonable and customary for transactions of this type. Our policy requires that any transactions with related parties requires a formal agreement to
be entered into and the approval of the Board.

 
The Company purchases some cultivation products from Bravo Lighting, LLC (d/b/a Bravo Enterprises) (“Bravo”) and Enviro-Glo, LLC (“Enviro-Glo”),

manufacturers and distributors of commercial building lighting and other product solutions with common control by the Company’s two major stockholders, Bradley Nattrass
and Octavio Gutierrez. Purchases from Bravo and Enviro-Glo totaled $0 and $45,129 for the years ended 2020 and 2019, respectively. Outstanding receivables from Bravo and
Enviro-Glo for the years ended 2020 and 2019 totaled $0 and $0, respectively. Net outstanding payables incurred for purchases of inventory and other services to Bravo and
Enviro-Glo as of December 31, 2020 and 2019, was $0 and $8,570, respectively.

 
In October 2018, we issued a $1,000,000 unsecured note payable to Cloud9 Support Inc. (“Cloud9 Support”), an entity owned by James Lowe, a director of the

Company, which originally became due April 30, 2019 (the “James Lowe Note”). The James Lowe Note was personally guaranteed by Bradley Nattrass, our Chief Executive
Officer, and Octavio Gutierrez. The loan had a one-time origination fee of $12,500. Interest accrued at the rate of 12% per annum and was paid monthly. As additional
consideration for the James Lowe Note, we granted Mr. Lowe (as designee of Cloud9 Support) an option to purchase 5,000 shares of our common stock at an exercise price of
$7.20 per share, which option is exercisable for a period of five years. The due date for the James Lowe Note was extended in May 2019 to December 31, 2019 and the interest
rate was decreased to 9% per year. In consideration for Cloud9 Support extending the maturity date of the note and reducing the interest rate, we issued 1,667 shares of our
common stock to Mr. Lowe (as designee of Cloud9 Support).

 
On February 21, 2020, we entered into an agreement to amend the James Lowe Note to extend the maturity date of therein from December 31, 2019 to the date which

is the earlier of 60 days following the date: (a) on which demand for repayment is made by the lenders under the Credit Agreement, as described in Note 10, (which is now only
applicable in the case of an event of default under the Credit Agreement because of the removal of the demand feature pursuant to the First Amendment to the Credit
Agreement); or (b) which is the maturity date under the Credit Agreement.

 
In addition, on February 25, 2020, the Company entered into a subordination, postponement and standstill agreement with Cloud9 Support (the “Subordination

Agreement”) pursuant to which Cloud9 Support agreed to postpone and subordinate all payments due under the promissory note until the facilities under the Credit Agreement
have been fully and finally repaid. The term for the Subordination Agreement will continue in force as long as the Company is indebted to the agent or lenders under the Credit
Agreement. In consideration for Cloud9 Support’s agreement to extend the maturity date of the promissory note and to enter into the Subordination Agreement, we issued
16,667 shares of common stock to Mr. Lowe (as designee of Cloud9 Support).

 
The Company has purchased goods from Cloud 9 Support. Purchases from Cloud 9 Support were $0 and $97,329 during the years ended 2020 and 2019, respectively.

Cloud 9 Support also purchases materials from the Company for use with their customers. Total sales to Cloud 9 Support from the Company were $414,108 and $392,963
during the years ended 2020 and 2019, respectively. Outstanding receivables from Cloud 9 Support as of December 31, 2020 and 2019 totaled $61,678 and $49,659,
respectively. Net outstanding payables for purchases of inventory and other services to Cloud 9 Support as of December 31, 2020 and 2019, totaled $0 and $16,402,
respectively.

 
During the fourth quarter of 2020, James Lowe agreed to convert the $1,000,000 James Lowe Note plus $4,500 of accrued interest (the “New James Lowe Note”) into

a convertible note bridge financing (see “Bridge Financing” in Note 9 of the financial statements to the annual report). The New James Lowe Note carries interest at the rate of
12% and matures on December 31, 2021. The New James Lowe Note will be mandatorily converted into shares of our common stock upon the closing of a qualified offering, at
75% of the per share price paid by investors in a qualified offering.
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During the fourth quarter of 2020, Lance Galey invested $75,000 in connection with Bridge Financing. The Note carries interest at the rate of 12% and matures on

December 31, 2021. The Note will be mandatorily converted into shares of our common stock upon the closing of a qualified offering, at 75% of the per share price paid by
investors in a qualified offering.

 
On February 18, 2021, the Company appointed James H. Dennedy as President and Chief Operating Officer, effective immediately. In connection with his

appointment, the Company and Mr. Dennedy have entered into an employment agreement (the “Employment Agreement”) for an initial term of three years.
 

APPROVAL OF THE 2021 OMNIBUS STOCK INCENTIVE PLAN
(Proposal 2)

 
Background

 
In January 2017, the Company began granting shares of common stock to attract, retain, and reward employees. In January 2018, the Company implemented an equity

incentive plan to reward and attract employees and directors and compensate vendors for services when applicable. In May 2019, the Company adopted a new equity incentive
plan, authorizing an aggregate of 3,500,000 shares of common stock for issuance thereunder (the “2019 Plan”). The 2019 Plan was approved by the Company’s stockholders at
the 2019 annual meeting. Because only 9,667 shares remain eligible for awards under the 2019 Plan, the Board of Directors has approved the 2021 Omnibus Stock Incentive
Plan (the “2021 Plan”) which, if approved by the stockholders at the Annual Meeting, will allow us to grant equity awards (including stock options, stock appreciation rights,
restricted stock units and dividend equivalent rights) to our employees, officers and directors. We believe our success is due to our highly talented employee base and that future
success depends on the ability to attract and retain high caliber personnel. The ability to grant equity awards is a necessary and powerful recruiting and retention tool for us to
obtain the quality personnel we need to move our business forward. The 2021 Plan will allow the issuance of up to 1,100,000 shares of our common stock (the “Plan Limit”).
We expect that this amount would be sufficient for our needs for approximately three years.

 
Summary of the Proposal

 
Our Board of Directors has approved the 2021 Plan, subject to approval by our stockholders at the Annual Meeting.

 
Summary of the 2021 Plan
 

Following is a summary of the principal features of the 2021 Plan. The summary is qualified by the full text of the 2021 Plan, which is attached to this proxy statement
as an Appendix A.

 
Key Provision

 
Following are the key provisions of the 2021 Plan:

 
Provision of Plan  Description
Eligible Participants:  Employees, directors, and consultants of our Company, any related entity, and any successor entity that adopts the 2021 Plan. Approximately 47

employees, directors, and consultants of our Company are eligible to receive awards under the 2021 Plan as of the date of this proxy statement.
    
Share Reserve:  1,100,000 shares of common stock will be available for issuance under the 2021 Plan.
    
  The reserved shares will be reduced (i) by one share for each share granted pursuant to stock rights awarded under the 2021 Plan, and (ii) to the extent

cash is delivered in lieu of shares of common stock upon the exercise of a stock appreciation right, the Company will be deemed to have issued the
number of shares of common stock which it was entitled to issue upon such exercise.

    
Award Types:  ● Incentive stock options;
    
  ● Nonstatutory stock options;
    
  ● Stock appreciation rights (“SARs”);
    
  ● Restricted stock awards;
    
  ● Restricted stock unit awards; and
   
  ● Dividend equivalent rights.

 
Vesting:  Determined on a grant-by-grant basis by the Board of Directors or the compensation committee of the Board.
    
Award Limits:  No grantee may be granted an award of stock options or SARs in any calendar year with respect to more than 100,000 shares of our Company’s

common stock, or an award of restricted stock, restricted stock units, dividend equivalent rights, or other awards that are valued with reference to shares
covering more than 100,000 shares.

    
Repricings:  Repricing of outstanding stock awards is not permitted without the approval of our Company’s stockholders, except for certain proportionate

capitalization adjustments as set forth in the 2021 Plan.
    
Plan Termination Date:  May 27, 2031.
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Administration
 

The 2021 Plan will be administered by the Compensation Committee of the Board of Directors. With respect to grants of awards to our officers or directors, the 2021
Plan will be administered by our Compensation Committee in a manner that permits such grants and related transactions to be exempt from Section 16(b) of the Exchange Act.
The plan administrator will have the full authority to select recipients of the grants, determine the extent of the grants, establish additional terms, conditions, rules or procedures
to accommodate rules or laws of applicable non-U.S. jurisdictions, adjust awards and to take any other action deemed appropriate; however, no action may be taken that is
inconsistent with the terms of the 2021 Plan.
 
Available Shares
 

Subject to adjustment upon certain corporate transactions or events, a maximum of 1,100,000 shares of our common stock may be issued under the 2021 Plan. In
addition, subject to adjustment upon certain corporate transactions or events, a participant in the 2021 Plan may not receive options or SARs with respect to more than 100,000



shares of common stock in any calendar year or an award of restricted stock, restricted stock units, dividend equivalent rights or other awards that are valued with reference to
shares covering more than 100,000 shares of common stock. Any shares covered by an award that is forfeited, canceled, or expires will be deemed to have not been issued for
purposes of determining the maximum aggregate number of shares which may be issued under the 2021 Plan. Shares that are issued under the 2021 Plan pursuant to an award
shall not be returned to the 2021 Plan and shall not become available for future issuance under the 2021 Plan, other than unvested shares that are forfeited or repurchased by our
Company. In the event any option or other award granted under the 2021 Plan is exercised through the tendering of shares (either actually or through withholding), or in the
event tax withholding obligations are satisfied by tendering or withholding shares, any shares so tendered or withheld are not again available for awards under the 2021 Plan. To
the extent that cash is delivered in lieu of shares of common stock upon the exercise of an SAR, then we will be deemed, for purposes of applying the limitation on the number
of shares, to have issued the number of shares of common stock which we were entitled to issue upon such exercise. Shares of common stock we reacquire on the open market
or otherwise using cash proceeds from the exercise of options will not be available for awards under the 2021 Plan.
 
Eligibility and Types of Awards
 

The 2021 Plan permits us to grant stock awards, including stock options, SARs, restricted stock, restricted stock units and dividend equivalent rights to our employees,
directors, and consultants.
 

Stock Options
 

A stock option may be an incentive stock option within the meaning of, and qualifying under, Section 422 of the Internal Revenue Code of 1986, as amended (the
“Code”), or a nonstatutory stock option. However, only our employees (or employees of our parent or subsidiaries, if any) may be granted incentive stock options. Incentive
and nonstatutory stock options are granted pursuant to option agreements adopted by the plan administrator. The plan administrator determines the exercise price for a stock
option, within the terms and conditions of the 2021 Plan, provided that the exercise price of a stock option cannot be less than 100% of the fair market value of our common
stock on the date of grant. Options granted under the 2021 Plan will become exercisable at the rate specified by the plan administrator.
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The plan administrator determines the term of the stock options granted under the 2021 Plan, up to a maximum of 10 years, except in the case of certain incentive
stock options, as described below. Unless the terms of an optionholder’s stock option agreement provide otherwise, if an optionholder’s relationship with us, or any of our
affiliates, ceases for any reason other than disability or death, the optionholder may exercise any options otherwise exercisable as of the date of termination, but only during the
post-termination exercise period designated in the optionholder’s stock option award agreement. The optionholder’s stock option award agreement may provide that upon the
termination of the optionholder’s relationship with us for cause, the optionholder’s right to exercise his or her options shall terminate concurrently with the termination of the
relationship. If an optionholder’s service relationship with us, or any of our affiliates, ceases due to disability or death, or an optionholder dies within a certain period following
cessation of service, the optionholder or his or her estate or person who acquired the right to exercise the award by bequest or inheritance may exercise any vested options for a
period of 12 months. The option term may be extended in the event that exercise of the option within the applicable time periods is prohibited by applicable securities laws or
such longer period as specified in the stock option award agreement but in no event beyond the expiration of its term.

 
Acceptable consideration for the purchase of common stock issued upon the exercise of a stock option will be determined by the plan administrator and may include

(a) cash or check, (b) delivery of a promissory note acceptable to the plan administrator (subject to minimum interest provisions set forth in the 2021 Plan), (c) a broker-assisted
cashless exercise, (d) the tender of common stock previously owned by the optionholder, (e) a net exercise of the option, (f) past or future services rendered, (g) any
combination of the foregoing methods of payment, and (h) any other legal consideration approved by the plan administrator.

 
Unless the plan administrator provides otherwise, awards generally are not transferable, except by will or the laws of descent and distribution.

 
Incentive stock options may be granted only to our employees (or to employees of our parent company and subsidiaries, if any). To the extent that the aggregate fair

market value, determined at the time of grant, of shares of our common stock with respect to which incentive stock options are exercisable for the first time by an optionholder
during any calendar year under any of our equity plans exceeds $100,000, such options will not qualify as incentive stock options. A stock option granted to any employee who,
at the time of the grant, owns or is deemed to own stock representing more than 10% of the voting power of all classes of stock (or any of our affiliates) may not be an incentive
stock option unless (a) the option exercise price is at least 110% of the fair market value of the stock subject to the option on the date of grant, and (b) the term of the incentive
stock option does not exceed five years from the date of grant.

 
Stock Appreciation Rights

 
SARs may be granted under the 2021 Plan either concurrently with the grant of an option or alone, without reference to any related stock option. The plan

administrator determines both the number of shares of common stock related to each SAR and the exercise price for an SAR, within the terms and conditions of the 2021 Plan,
provided that the exercise price of an SAR cannot be less than 100% of the fair market value of the common stock subject thereto on the date of grant. In the case of an SAR
granted concurrently with a stock option, the number of shares of common stock to which the SAR relates will be reduced in the same proportion that the holder of the stock
option exercises the related option.

 
The plan administrator determines whether to deliver cash in lieu of shares of common stock upon the exercise of an SAR. If common stock is issued, the number of

shares of common stock that will be issued upon the exercise of an SAR is determined by dividing (a) the number of shares of common stock as to which the SAR is exercised
multiplied by the amount of the appreciation in such shares, by (b) the fair market value of a share of common stock on the exercise date.

 
If the plan administrator elects to pay the holder of the SAR cash in lieu of shares of common stock, the holder of the SAR will receive cash equal to the fair market

value on the exercise date of any or all of the shares that would otherwise be issuable.
 

The exercise of an SAR related to a stock option is permissible only to the extent that the stock option is exercisable under the terms of the 2021 Plan on the date of
surrender. Any incentive stock option surrendered will be deemed to have been converted into a nonstatutory stock option immediately prior to such surrender.

 
Restricted Stock

 
Restricted stock awards are awards of shares of our common stock that are subject to established terms and conditions. The plan administrator sets the terms of the

restricted stock awards, including the size of the restricted stock award, the price (if any) to be paid by the recipient and the vesting schedule and criteria (which may include
continued service to us for a period of time or the achievement of performance criteria). If a participant’s service terminates before the restricted stock is fully vested, all of the
unvested shares generally will be forfeited to, or repurchased by, us.
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Restricted Stock Units
 

A restricted stock unit is a right to receive stock, cash equal to the value of a share of stock or other securities or a combination of the three at the end of a set period or
the attainment of performance criteria. No stock is issued at the time of grant. The plan administrator sets the terms of the restricted stock unit award, including the size of the
restricted stock unit award, the consideration (if any) to be paid by the recipient, the vesting schedule and criteria and the form (stock or cash) in which the award will be settled.



If a participant’s service terminates before the restricted stock is fully vested, the unvested portion of the restricted stock unit award generally will be forfeited to us.
 

Dividend Equivalent Rights
 

Dividend equivalent rights entitle the recipient to compensation measured by dividends paid with respect to a specified number of shares of common stock.
 
Performance-Based Compensation.
 

The 2021 Plan establishes procedures for our Company to grant performance-based awards, meaning awards structured so that they will vest only upon the
achievement of performance criteria established by the plan administrator for a specified performance period. The plan administrator will establish the performance goals before
the 90th day of the applicable performance period (or, if the performance period is less than a year, no later than the number of days which is equal to 25% of the performance
period).
 

The business measures that may be used to establish the performance criteria may include one of, or combination of, the following:
 
 A. Net earnings or net income (before or after taxes);
   
 B. Earnings per share;
   
 C. Net sales growth;
   
 D. Net operating profit;
   
 E. Return measures (including, but not limited to, return on assets, capital, equity, or sales);
   
 F. Cash flow (including, but not limited to, operating cash flow, free cash flow, and cash flow return on capital);
   
 G. Cash flow per share;
   
 H. Earnings before or after taxes, interest, depreciation, and/or amortization;
   
 I. Gross or operating margins;
   
 J. Productivity ratios;
   
 K. Share price (including, but not limited to, growth measures and total stockholder return);
   
 L. Expense targets or ratios;
   
 M. Charge-off levels;
   
 N. Improvement in or attainment of revenue levels;
   
 O. Deposit growth;
   
 P. Margins;
   
 Q. Operating efficiency;
   
 R. Operating expenses;
   
 S. Economic value added;
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 T. Improvement in or attainment of expense levels;
   
 U. Improvement in or attainment of working capital levels;
   
 V. Debt reduction;
   
 W. Capital targets; and
   
 X. Consummation of acquisitions, dispositions, projects or other specific events or transactions.
 
Corporate Transactions
 

Effective upon the consummation of a corporate transaction, all outstanding awards under the 2021 Plan will terminate unless they are assumed in connection with the
corporate transaction.
 

The plan administrator has the authority, exercisable either in advance of any actual or anticipated corporate transaction or at the time of an actual corporate
transaction, and exercisable at the time of the grant of an award under the 2021 Plan or any time while an award remains outstanding, to provide for the full or partial automatic
vesting and exercisability of one or more outstanding unvested awards under the 2021 Plan and the release from restrictions on transfer and repurchase or forfeiture rights of
such awards in connection with a corporate transaction on such terms and conditions as the plan administrator may specify. The plan administrator may also condition any such
award’s vesting and exercisability or release from such limitations upon the subsequent termination of the continuous service of the holder of the award within a specified period
following the effective date of the corporate transaction. The plan administrator may provide that any awards so vested or released from such limitations in connection with a
corporate transaction shall remain fully exercisable until the expiration or sooner termination of the award.
 
Amendment and Termination
 

Our Board of Directors generally may amend, suspend, or terminate the 2021 Plan, but it may not amend, suspend, or terminate the 2021 Plan without stockholder
approval for certain actions, such as an increase in the number of shares reserved under the 2021 Plan, modifications to the terms and conditions of awards, modifications to
exercise prices at which shares may be offered pursuant to options, extension of the 2021 Plan’s expiration date and certain modifications to awards, such as reducing the



exercise price per share, canceling and regranting new awards with lower prices per share than the original prices per share of the cancelled awards, or canceling any awards in
exchange for cash or the grant of replacement awards with an exercise price that is less than the exercise price of the original awards.

 
Tax Withholding

 
Our Board of Directors may require a participant to satisfy any federal, state, local, or foreign tax withholding obligation relating to a stock award by (a) causing the

participant to tender a cash payment, (b) withholding shares of common stock from the shares of common stock issued or otherwise issuable to the participant in connection
with the award, (c) delivering to our Company already-owned shares of common stock, (d) selling shares of common stock from the shares of common stock issued or
otherwise issuable to the participant in connection with the award, (e) withholding cash from an award settled in cash or other amounts payable to the participant, and/or (f) any
other means that the plan administrator determines both to comply with applicable laws and be consistent with the purposes of the 2021 Plan.

 
Summary of Federal Income Tax Consequences of the 2021 Plan

 
The following summary is intended only as a general guide to certain U.S. federal income tax consequences under current law of participation in the 2021 Plan and

does not attempt to describe all possible federal, state or local, foreign, or other tax consequences of such participation or tax consequences based on any participant’s particular
circumstances. Furthermore, the tax consequences are complex and subject to change, and a participant’s particular situation may be such that some variation of the described
rules is applicable. Recipients of awards under the 2021 Plan should consult their own tax advisors to determine the tax consequences to them as a result of their particular
circumstances.

 
Incentive Stock Options

 
A participant recognizes no taxable income for regular income tax purposes as a result of the grant or exercise of an incentive stock option qualifying under Section

422 of the Code.
 

If a participant holds stock acquired through exercise of an incentive stock option for more than two years from the date on which the option was granted and more
than one year after the date the option was exercised for those shares, any gain or loss on a disposition of those shares (a “qualifying disposition”) will be a long-term capital
gain or loss. Upon such a qualifying disposition, we will not be entitled to any income tax deduction.
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If a participant disposes of shares within two years after the date of grant of the option or within one year after the date of exercise of the option (a “disqualifying
disposition”), the difference between the fair market value of the shares on the option exercise date and the exercise price (not to exceed the gain realized on the sale if the
disposition is a transaction with respect to which a loss, if sustained, would be recognized) will be taxed to the participant as ordinary income at the time of disposition. Any
gain in excess of that amount will be a capital gain. If a loss is recognized, there will be no ordinary income, and such loss will be a capital loss. To the extent the participant
recognizes ordinary income by reason of a disqualifying disposition, generally the Company will be entitled (subject to the requirement of reasonableness, the provisions of
Section 162(m) and other provisions of the Code limiting the deduction of compensation, and the satisfaction of a tax-reporting obligation) to a corresponding income tax
deduction in the tax year in which the disqualifying disposition occurs. The difference between the option exercise price and the fair market value of the shares on the exercise
date of an incentive stock option is treated as an adjustment in computing the participant’s alternative minimum taxable income and may subject the participant to alternative
minimum tax liability for the year of exercise. Special rules may apply after exercise for (a) sales of the shares in a disqualifying disposition, (b) basis adjustments for
computing alternative minimum taxable income on a subsequent sale of the shares, and (c) tax credits that may be available to participants subject to the alternative minimum
tax.

 
Nonstatutory Stock Options

 
Options not designated or qualifying as incentive stock options will be nonstatutory stock options having no special tax status. A participant generally recognizes no

taxable income upon the grant of such an option so long as (a) the exercise price is no less than the fair market value of the stock on the date of grant and (b) our option (and not
the underlying stock) at such time does not have a readily ascertainable fair market value (as defined in Treasury Regulations under the Code). Upon exercise of a nonstatutory
stock option, the participant normally recognizes ordinary income in the amount of the difference between the option exercise price and the then-fair market value of the shares
purchased, and withholding of income and employment taxes will apply if the participant is or was an employee. Generally, the Company will be entitled (subject to the
requirement of reasonableness, the provisions of Section 162(m) and other provisions of the Code limiting the deduction of compensation, and the satisfaction of a tax-reporting
obligation) to an income tax deduction in the tax year in which such ordinary income is recognized by the participant.

 
Upon the disposition of stock acquired by the exercise of a nonstatutory stock option, any recognized gain or loss, based on the difference between the sale price and

the fair market value on the exercise date, will be taxed as capital gain or loss, which will be short-term or long-term gain or loss, depending on the holding period of the stock.
 

Stock Appreciation Rights
 

A participant recognizes no taxable income upon the receipt of an SAR. Upon the exercise of an SAR, the participant will recognize ordinary income in an amount
equal to the excess of the fair market value of the underlying shares of common stock on the exercise date over the exercise price. If the participant is an employee, such
ordinary income generally is subject to withholding of income and employment taxes. The Company generally should be entitled to a deduction equal to the amount of ordinary
income recognized by the participant in connection with the exercise of the SAR, except to the extent such deduction is limited by applicable provisions of the Code.

 
Restricted Stock

 
A participant acquiring restricted stock generally will recognize ordinary income equal to the difference between the fair market value of the shares on the

“determination date” (as defined below) and their purchase price, if any. If the participant is an employee, such ordinary income generally is subject to withholding of income
and employment taxes. The “determination date” is the date on which the participant acquires the shares unless they are subject to a substantial risk of forfeiture and are not
transferable, in which case the determination date is the earliest of (a) the date the shares become transferable, (b) the date the shares are no longer subject to a substantial risk of
forfeiture, or (c) the date the shares are acquired if the participant makes a timely election under Code Section 83(b). If the shares are subject to a substantial risk of forfeiture
and not transferable when issued, the participant may elect, pursuant to Section 83(b) of the Code, to have the date of acquisition be the determination date by filing an election
with the Internal Revenue Service, and other provisions, no later than 30 days after the date the shares are acquired. Upon the taxable disposition of shares acquired pursuant to
a restricted stock award, any gain or loss, based on the difference between the sale price and the fair market value on the determination date, will generally be taxed as capital
gain or loss; however, for any shares returned to our Company pursuant to a forfeiture provision, a participant’s loss may be computed based only on the purchase price (if any)
of the shares and may not take into account any income recognized by reason of a Section 83(b) election. Such gain or loss will be long-term or short-term depending on
whether the stock was held for more than one year. The Company generally will be entitled (subject to the requirement of reasonableness, the provisions of Section 162(m) and
other provisions of the Code limiting the deduction of compensation, and the satisfaction of a tax reporting obligation) to a corresponding income tax deduction in the year in
which the ordinary income from restricted stock is recognized by the participant.
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Restricted Stock Units



 
No taxable income is recognized upon receipt of a restricted stock unit award. In general, the participant will recognize ordinary income in the year in which the units

vest and are settled in an amount equal to any cash received and the fair market value of any nonrestricted shares received. If the participant is an employee, such ordinary
income generally is subject to withholding of income and employment taxes. The Company generally will be entitled (subject to the requirement of reasonableness, the
provisions of Section 162(m) and other provisions of the Code limiting the deduction of compensation, and the satisfaction of a tax reporting obligation) to an income tax
deduction equal to the amount of ordinary income recognized by the participant. In general, the deduction will be allowed for the taxable year in which such ordinary income is
recognized by the participant.
 

Dividend Equivalent Rights
 

A recipient of dividend equivalent rights generally will recognize ordinary income at the time the dividend equivalent right is paid. If required, income and
employment tax must be withheld on the income recognized by the participant. The Company will generally be entitled (subject to the requirement of reasonableness, the
provisions of Section 162(m) and other provisions of the Code limiting the deduction of compensation, and the satisfaction of a tax reporting obligation) to an income tax
deduction equal to the amount of ordinary income recognized by the participant.
 

Other Awards
 

The Company generally will be entitled to an income tax deduction in connection with an award under the 2021 Plan in an amount equal to the ordinary income
realized by the participant at the time the participant recognizes such income (subject to the requirement of reasonableness, the provisions of Section 162(m) and other
provisions of the Code limiting the deduction of compensation, and the satisfaction of a tax-reporting obligation). Participants typically are subject to income (and employment)
tax and recognize such tax at the time that an award is granted, exercised, vests or becomes nonforfeitable, unless the award provides for a further deferral.
 
Section 409A
 

Section 409A of the Code (“Section 409A”) imposes certain requirements on nonqualified deferred compensation arrangements. These include requirements on an
individual’s election to defer compensation and the individual’s selection of the timing and form of distribution of the deferred compensation. Section 409A also generally
provides that adverse tax consequences will apply unless distributions must be made on or following the occurrence of certain events (e.g., the individual’s separation from
service, a predetermined date, or the individual’s death). Section 409A imposes restrictions on an individual’s ability to change his or her distribution timing or form after the
compensation has been deferred.
 

Certain awards under the 2021 Plan may be subject to the requirements of Section 409A in form and in operation, but designed to meet the conditions under Section
409A for avoiding its adverse tax consequences. For example, restricted stock units that provide for a settlement date following the vesting date may be subject to Section
409A. If an award under the 2021 Plan is subject to Section 409A and fails to satisfy the requirements of Section 409A, the recipient of that award may recognize ordinary
income on the amounts deferred under the award, to the extent vested, which may be before the compensation is actually or constructively received. Also, if an award that is
subject to Section 409A fails to comply with the requirements of Section 409A, Section 409A imposes an additional 20% federal penalty tax on the participant’s compensation
recognized as ordinary income, as well as interest on such deferred compensation.
 

The foregoing is only a summary, based on the current Code and the Treasury Regulations promulgated by the U.S. Department of the Treasury thereunder, of the U.S.
federal income tax consequences to the participant and our Company with respect to the grant and exercise of options and other awards under the 2021 Plan. The summary does
not purport to be complete and does not address all income tax laws that may be relevant to any particular participant. It does not address the tax consequences of the
participant’s death, any tax laws of any municipality, state or foreign country in which a participant might reside, or any other laws other than U.S. federal income tax laws.

 
New Plan Benefits

 
The 2021 Plan administrator, in its discretion, selects the person(s) to whom awards may be granted and the number of shares subject to each such grant. For this reason, it

is not possible to determine the benefits or amounts that will be received by any particular individual(s) in the future.
 

23

 
 

Equity Incentive Plans
 

As of the date of this proxy statement, our equity compensation plans consisted of the Company’s 2019 Equity Incentive Plan, which was adopted by the Board of
Directors in March 2019 and approved by our stockholders in May 2019, and the Company’s 2018 Equity Incentive Plan, which was adopted by the Board of Directors in
January 2018 and was not approved by our stockholders. The following table summarizes information about our equity compensation plans as of the date of this proxy
statement. All outstanding awards relate to our common stock.

 

Plan category  

Number of securities
to be issued upon

vesting of grants and
exercise of

outstanding options,
warrants and rights   

Weighted- average
exercise price of

outstanding options,
warrants and rights   

Number of securities
remaining available
for future issuance

under equity
compensation plans  

Equity compensation plan approved by stockholders   548,316  $ 6.08   9,667 
Equity compensation plan not approved by stockholders   237,472   6.88   – 
Total   785,788   6.32   9,667 

 
The Board of Directors Recommends a Vote “FOR” approval of the urban-gro, Inc. 2021 Omnibus Stock Incentive Plan.
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APPROVAL OF AN AMENDMENT TO THE COMPANY CERTIFICATE OF INCORPORATION
TO REDUCE THE NUMBER OF AUTHORIZED SHARES

(Proposal 3)
 

The Board has adopted a resolution proposing an amendment to the Company’s certificate of incorporation to decrease the number of authorized shares of common
stock from 100,000,000 shares to 30,000,000 shares and to decrease the number of authorized shares of preferred stock from 10,000,000 shares to 3,000,000 shares.
Stockholders are being asked to approve a decrease in the Company’s authorized shares of common stock and preferred stock in order to better align the number of authorized,
but unissued shares of the Company’s common stock and preferred stock to its anticipated needs and reduce the Company’s Delaware state franchise obligations.

 
Reasons for Amendment
 



The Company’s Certificate of Incorporation currently provides for 100,000,000 shares of authorized common stock and 10,000,000 shares of authorized Preferred
Stock, of which 10,866,471 and zero shares, respectively, were issued and outstanding at the close of business on April 14, 2021. On December 31, 2020, we effected a 1-for-6
reverse stock split with respect to our common stock. In light of the reverse stock split, the Board has determined to reduce the number of authorized shares of common stock
from 100,000,000 to 30,000,000 and the number of authorized shares of preferred stock from 10,000,000 to 3,000,000 to better align the number of authorized, but unissued
shares of the Company’s common stock and preferred stock to its anticipated needs and reduce the Company’s state franchise obligations.
 

The Company pays franchise tax in Delaware based upon the number of shares of common stock and preferred stock that the Company is authorized to issue applying
either the par value or an assumed par value (based upon the total assets divided by the number of shares that are outstanding). Without a reduction in the 100,000,000
authorized shares of common stock and 10,000,000 authorized shares of preferred stock, the estimated annual franchise tax is expected to approximately $200,000. By reducing
the authorized shares to 30,000,000 shares of common stock and 3,000,000 shares of preferred stock, the estimated annual franchise tax would be reduced to $60,800.
Additionally, the reduction in the number of authorized shares would decrease the potential dilution to our stockholders following the reverse stock split. Of the 100,000,000
shares of common stock we are currently authorized to issue, 10,866,471 shares of common stock are now outstanding. If we do not reduce the number of authorized shares, we
could potentially issue up to 89,125,196 shares of common stock and 10,000,000 shares of preferred stock, which could substantially dilute the ownership of the Company by
our existing stockholders. If we reduce the number of shares we are authorized to issue after we implement the reverse stock split to 30,000,000, then we could issue
approximately 19,125,196 shares of common stock and 3,000,000 shares of preferred stock. Although the issuance of these shares would still be dilutive to our current
stockholders, the potential dilution would be substantially less than that which would be possible if our authorized shares remain at 100,000,000 shares of common stock and
10,000,000 shares of preferred stock. The Board also believes that 100,000,000 authorized shares of common stock is disproportionately large in relation to the Company’s
outstanding common stock following the reverse stock split. This could make it more difficult for the Company to obtain equity financing in the future because the Company
would have the ability to dilute equity investments significantly at any time.
 

The text of Article IV, Section 1, as it is proposed to be amended, is set forth as Appendix B to this proxy statement. The affirmative vote of a majority of the
outstanding shares of common stock entitled to vote hereon is required to approve this amendment.
 

The Board of Directors recommends that stockholders vote “for” the amendment of the Certificate of Incorporation to decrease the number of authorized
shares of common stock.

 
APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

(Proposal 4)
 

The Board has appointed BF Borgers CPA PC as our independent registered public accounting firm for the year ending December 31, 2021. A representative of BF
Borgers CPA PC is expected to be present at the virtual Annual Meeting, will have an opportunity to make a statement if he so desires and will be available to respond to
appropriate questions.

 
Stockholder ratification of the appointment of our independent registered public accounting firm is not required by our bylaws or otherwise. However, our Board is

submitting the appointment of BF Borgers CPA PC to the stockholders for ratification. Even if the appointment is ratified, our Board in its discretion may direct the
appointment of a different independent registered public accounting firm at any time during the year if the Board determines that such a change would be in our and our
stockholders’ best interests.
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The Board of Directors recommends that the stockholders vote “for” the appointment of BF Borgers CPA PC to serve as the Company’s independent
registered public accounting firm for the year ending December 31, 2021.

 
Fees Paid to BF Borgers CPA PC
 

The following table shows the aggregate fees for professional services provided to the Company by BF Borgers CPA PC for 2020 and 2019:
 

  2020   2019  
Audit Fees  $ 135,000  $ 135,000 
Audit-Related Fees   5,820   3,240 
Tax Fees   –   – 
All Other Fees   –   – 
Total  $ 140,820  $ 138,240 

 
Audit Fees. This category includes the audit of the Company’s annual consolidated financial statements, reviews of the Company’s financial statements included in the

Company’s Quarterly Reports on Form 10-Q, and services that are normally provided by its independent registered public accounting firm in connection with its engagements
for those 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 the Company’s interim financial
statements.

 
Audit-Related Fees. This category consists of assurance and related services by its independent registered public accounting firm that are reasonably related to the

performance of the audit or review of the Company’s financial statements and are not reported above under “Audit Fees.” The services for the fees disclosed under this category
include audit-related work regarding acquisitions, divestitures, the incurrence of additional indebtedness, and debt covenant compliance.

 
Tax Fees. This category consists of professional services rendered by the Company’s independent registered public accounting firm for tax compliance and tax advice.

The services for the fees disclosed under this category include tax return preparation and statutory tax audit services and tax compliance services.
 
All Other Fees. This category consists of fees for other miscellaneous items.
 
Our Audit Committee is responsible for approving all audit, audit-related, tax and other fees. The Audit Committee pre-approves all auditing services and permitted

non-audit services, including all fees and terms to be performed for us by our independent auditor at the beginning of the fiscal year. Non-audit services are reviewed and pre-
approved by project at the beginning of the fiscal year. Any additional non-audit services contemplated by us after the beginning of the fiscal year are submitted to the Audit
Committee Chairperson for pre-approval prior to engaging the independent auditor for such services. Such interim pre-approvals are reviewed with the full Audit Committee at
its next meeting for ratification. The audit, audit-related fees, tax fees, and other fees paid to BF Borgers CPA PC with respect to 2020 and 2019 were pre-approved by the Audit
Committee.
 
Report of the Audit Committee
 

In accordance with our Audit Committee Charter, our Audit Committee oversees our financial reporting process on behalf of our Board. Management has the primary
responsibility for the preparation, presentation and integrity of our financial statements, accounting and financial reporting principles, internal control over financial reporting,
and procedures designed to ensure compliance with accounting standards, applicable laws and regulations. The Audit Committee’s responsibility is to monitor and oversee these
processes. In fulfilling its oversight responsibilities, our Audit Committee reviewed and discussed the audited financial statements for the year ended December 31, 2020, with
management, including a discussion of the quality of the accounting principles, the reasonableness of significant judgments and the clarity of disclosures in the financial



statements.
 
Our Audit Committee reviewed with the independent registered public accounting firm, which is responsible for auditing our financial statements and for expressing

an opinion on the conformity of those audited financial statements with accounting principles generally accepted in the United States, the firm’s judgments as to the quality of
our accounting principles and such other matters as are required to be discussed with the Audit Committee by the Public Company Accounting Oversight Board and the
Securities and Exchange Commission.

 
In addition, our Audit Committee received the written disclosures and the letter from our independent registered public accounting firm required by the Independence

Standards Board Standard No. 1, Independence Discussions with Audit Committees, as amended, discussed with our independent registered public accounting firm the firm’s
independence from both management and our Company, and considered the compatibility of our independent registered public accounting firm’s provision of non-audit
services to our company with its independence.
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In reliance on the reviews and discussions referred to above, but subject to the limitations on the role and responsibility of our Audit Committee referred to below, our
Audit Committee recommended to our Board that (and our Board has approved) the audited financial statements be included in the Annual Report on Form 10-K for the year
ended December 31, 2020, for filing with the SEC.

 
None of the members of our Audit Committee are professional accountants. Committee members rely on the information provided to them and on the representations

made by management and the independent registered public accounting firm. Accordingly, our Audit Committee serves an oversight role and does not in itself determine that
management has maintained appropriate accounting and financial reporting principles or appropriate internal control over financial reporting and procedures designed to assure
compliance with accounting standards and applicable laws and regulations. Furthermore, our Audit Committee’s considerations and discussions referred to above do not assure
that the audit of our financial statements has been carried out in accordance with the standards of the Public Company Accounting Oversight Board (United States), that the
financial statements are presented in accordance with United States generally accepted accounting principles, or that BF Borgers CPA PC is in fact “independent.”

 
AUDIT COMMITTEE

 
Lewis O. Wilks

Lance Galey 
James Lowe

 
STOCKHOLDER PROPOSALS

 
All proposals that stockholders seek to have included in the proxy statement and form of proxy, including proposals for director nominees, for the Company’s 2022

Annual Meeting of Stockholders must be received at the Company’s principal executive offices at 1751 Panorama Point, Unit G, Lafayette, Colorado 80026, not later than
January 13, 2022. Upon timely receipt of any such proposal, the Company will determine whether or not to include such proposal in the proxy statement and form of proxy in
accordance with applicable law.

 
A stockholder who wishes to present a proposal at the Company’s 2022 Annual Meeting of Stockholders, including proposals for director nominees, but who does not

request that the Company solicit proxies for the proposal, must submit the proposal to the Company’s principal executive offices at 1751 Panorama Point, Unit G, Lafayette,
Colorado 80026, no later than March 29, 2022.

 
OTHER BUSINESS

 
Management is not aware of any other business to come before the Annual Meeting other than as set forth in the Notice. Should any other business be properly brought

before the Annual Meeting, it is the intention of the persons named in the form of proxy to vote the shares of common stock represented thereby in accordance with their
discretion and best judgment on such matter.

 
ADDITIONAL INFORMATION

 
Stockholders that have additional questions about the information contained in this proxy statement should contact the Company at urban-gro, Inc., 1751 Panorama Point,

Unit G, Lafayette, Colorado 80026 or at phone number (720) 390-3880.
 

 BY ORDER OF THE BOARD OF DIRECTORS,
  
 Bradley J. Nattrass
 Chairperson of the Board of Directors and
 Chief Executive Officer
  
 April 26, 2021
 
IT IS IMPORTANT THAT PROXIES BE VOTED PROMPTLY. STOCKHOLDERS WHO DO NOT EXPECT TO ATTEND THE VIRTUAL ANNUAL
MEETING AND WISH THEIR SHARES TO BE VOTED ARE URGED TO VOTE BY PROXY AS DESCRIBED IN THE NOTICE.
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Appendix A
 

URBAN-GRO, INC.
 

2021 OMNIBUS STOCK INCENTIVE PLAN
 

1. Purposes of the Plan. The purposes of this Plan are to attract and retain the best available personnel; to provide additional incentives to Employees, Directors and
Consultants to contribute to the successful performance of the Company and any Related Entity; to promote the growth of the market value of the Company’s common stock; to
align the interests of Grantees with those of the Company’s stockholders; and to promote the success of the Company’s business.

 
2. Definitions. The following definitions shall apply as used herein and in all individual Award Agreements except as a term may be otherwise defined in an individual

Award Agreement. In the event a term is separately defined in an individual Award Agreement, such definition shall supersede the definition contained in this Section 2.
 
(a) “Administrator” means the Plan Administrator as described in Section 4.



 
(b) “Applicable Laws” means the legal requirements relating to the Plan and the Awards under applicable provisions of federal and state securities laws, the

corporate laws of Delaware, and, to the extent other than Delaware, the corporate law of the state of the Company’s incorporation, the Code, the rules of any applicable stock
exchange or national market system, and the rules of any non-U.S. jurisdiction applicable to Awards granted to residents therein.

 
(c) “Assumed” means, with respect to an Award, that pursuant to a Corporate Transaction either (i) the Award is expressly affirmed by the Company or (ii)

the contractual obligations represented by the Award are expressly assumed (and not simply by operation of law) by the successor entity or its Parent in connection with the
Corporate Transaction with appropriate adjustments to the number and type of securities of the successor entity or its Parent subject to the Award and the exercise or purchase
price thereof which at least preserves the compensation element of the Award existing at the time of the Corporate Transaction as determined in accordance with the instruments
evidencing the agreement to assume the Award.

 
(d) “Award” means the grant of an Option, SAR, Dividend Equivalent Right, Restricted Stock, Restricted Stock Unit, or other right or benefit under the Plan.
 
(e) “Award Agreement” means the written agreement evidencing the grant of an Award executed by the Company and the Grantee, including any

amendments thereto.
 
(f) “Board” means the Board of Directors of the Company.
 
(g) “Cause” means, with respect to the termination by the Company or a Related Entity of a Grantee’s Continuous Service:

 
(i) that such termination is for “Cause” as such term (or word of like import) is expressly defined in a then-effective written employment agreement,

consulting agreement, service agreement or other similar agreement between the Grantee and the Company or such Related Entity, provided, however, that with regard to any
agreement that defines “Cause” on the occurrence of or in connection with a Corporate Transaction, such definition of “Cause” shall not apply until a Corporate Transaction
actually occurs; or

 
(ii) in the absence of such then-effective written agreement and definition, is based on, in the determination of the Administrator: (A) the Grantee’s

performance of any act, or failure to perform any act, in bad faith and to the detriment of the Company or a Related Entity; (B) the Grantee’s dishonesty, intentional misconduct
or material breach of any agreement with the Company or a Related Entity; (C) the Grantee’s material breach of any noncompetition, confidentiality or similar agreement with
the Company or a Related Entity, as determined under such agreement; (D) the Grantee’s commission of a crime involving dishonesty, breach of trust, or physical or emotional
harm to any person; (E) if the Grantee is an Employee or Consultant, the Grantee’s engaging in acts or omissions constituting gross negligence, misconduct or a willful
violation of a Company or a Related Entity policy which is or is reasonably expected to be materially injurious to the Company and/or a Related Entity; or (F) if the Grantee is
an Employee, the grantee’s failure to follow the reasonable instructions of the Board or such grantee’s direct supervisor, which failure, if curable, is not cured within ten (10)
days after notice to such grantee or, if cured, recurs within one hundred eighty (180) days.

 
(h) “Code” means the Internal Revenue Code of 1986, as amended, or any successor statute.
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(i) “Committee” means any committee composed of members of the Board appointed by the Board to administer the Plan.
 

(j) “common stock” means the Company’s voting common stock, no par value per share.
 

(k) “Company” means urban-gro, Inc., a Delaware corporation, or any successor entity that adopts the Plan in connection with a Corporate Transaction.
 

(l) “Consultant” means any person (other than an Employee or a Director, solely with respect to rendering services in such person’s capacity as a Director)
who is engaged by the Company or any Related Entity to render consulting or advisory services to the Company or such Related Entity.

 
(m) “Continuous Service” means that the provision of services to the Company or a Related Entity in any capacity of Employee, Director or Consultant is not

interrupted or terminated. In jurisdictions requiring notice in advance of an effective termination as an Employee, Director or Consultant, Continuous Service shall be deemed
terminated upon the actual cessation of providing services to the Company or a Related Entity notwithstanding any required notice period that must be fulfilled before a
termination as an Employee, Director or Consultant can be effective under Applicable Laws. A Grantee’s Continuous Service shall be deemed to have terminated either upon
an actual termination of Continuous Service or upon the entity for which the Grantee provides services ceasing to be a Related Entity. Continuous Service shall not be
considered interrupted in the case of (i) any approved leave of absence, (ii) transfers among the Company, any Related Entity, or any successor in any capacity of Employee,
Director or Consultant, or (iii) any change in status as long as the individual remains in the service of the Company or a Related Entity in any capacity of Employee, Director or
Consultant (except as otherwise provided in the Award Agreement). An approved leave of absence for purposes of this Plan shall include sick leave, military leave, or any other
authorized personal leave, so long as the Company or Related Entity has a reasonable expectation that the individual will return to provide services for the Company or Related
Entity, and provided further that the leave does not exceed six (6) months, unless the individual has a statutory or contractual right to re-employment following a longer leave.
For purposes of each Incentive Stock Option granted under the Plan, if such leave exceeds three (3) months, and reemployment upon expiration of such leave is not guaranteed
by statute or contract, then the Incentive Stock Option shall be treated as a Non-Qualified Stock Option beginning on the day three (3) months and one (1) day following the
expiration of such three (3) month period.

 
(n) “Corporate Transaction” means any of the following transactions, provided, however, that the Administrator shall determine under parts (iv) and (v)

whether multiple transactions are related, and its determination shall be final, binding and conclusive:
 

(i) a merger or consolidation in which the Company is not the surviving entity, except for a transaction the principal purpose of which is to change
the state in which the Company is incorporated;

 
(ii) the sale, transfer or other disposition of all or substantially all of the assets of the Company;
 
(iii) the complete liquidation or dissolution of the Company;

 
(iv) any reverse merger or series of related transactions culminating in a reverse merger (including, but not limited to, a tender offer followed by a

reverse merger) in which the Company is the surviving entity but (A) the Shares outstanding immediately prior to such merger are converted or exchanged by virtue of the
merger into other property, whether in the form of securities, cash or otherwise, or (B) in which securities possessing more than fifty percent (50%) of the total combined voting
power of the Company’s outstanding securities are transferred to a person or persons different from those who held such securities immediately prior to such merger or the
initial transaction culminating in such merger; or

 
(v) acquisition in a single or series of related transactions by any person or related group of persons (other than the Company or by a Company-

sponsored employee benefit plan) of beneficial ownership (within the meaning of Rule 13d-3 of the Exchange Act) of securities possessing more than fifty percent (50%) of the
total combined voting power of the Company’s outstanding securities.

 
(o) “Data” has the meaning set forth in Section 22 of this Plan.

 



(p) “Director” means a member of the Board or the board of directors of any Related Entity.
 

(q) “Disability” means a “disability” (or word of like import) as defined under the long-term disability policy of the Company or the Related Entity to which
the Grantee provides services regardless of whether the Grantee is covered by such policy. If the Company or the Related Entity to which the Grantee provides service does not
have a long-term disability plan in place, “Disability” means that a Grantee is unable to carry out the responsibilities and functions of the position held by the Grantee by reason
of any medically determinable physical or mental impairment for a period of not less than ninety (90) consecutive days. A Grantee will not be considered to have incurred a
Disability unless he or she furnishes proof of such impairment sufficient to satisfy the Administrator.
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(r) “Disqualifying Disposition” means any disposition (including any sale) of common stock received upon exercise of an Incentive Stock Option before
either (i) two years after the date the Employee was granted the Incentive Stock Option, or (ii) one year after the date the Employee acquired common stock by exercising the
Incentive Stock Option. If the Employee has died before such stock is sold, these holding period requirements do not apply and no Disqualifying Disposition can occur
thereafter.

 
(s) “Dividend Equivalent Right” means a right entitling the Grantee to compensation measured by dividends paid with respect to common stock.
 
(t) “Employee” means any person, including an Officer or Director, who is in the employ of the Company or any Related Entity, subject to the control and

direction of the Company or any Related Entity as to both the work to be performed and the manner and method of performance. The payment of a director’s fee by the
Company or a Related Entity shall not be sufficient to make such person an “Employee” of the Company or a Related Entity.

 
(u) “Exchange Act” means the Securities Exchange Act of 1934, as amended.
 
(v) “Fair Market Value” means, as of any date, the value of the common stock determined as follows.
 

(i) If the common stock is listed on one or more established stock exchanges or national market systems, including without limitation The NASDAQ
Global Select Market, The NASDAQ Global Market, or The NASDAQ Capital Market of The NASDAQ Stock Market LLC, its Fair Market Value shall be the closing sales
price for such stock (or the closing bid, if no sales were reported) as quoted on the principal exchange or system on which the common stock is listed (as determined by the
Administrator) on the date of determination (or, if no closing sales price or closing bid was reported on that date, as applicable, on the last trading date such closing sales price or
closing bid was reported), as reported in The Wall Street Journal or such other source as the Administrator deems reliable;

 
(ii) If the common stock is regularly quoted on an automated quotation system (including the OTC Bulletin Board) or by a recognized securities

dealer, its Fair Market Value shall be the closing sales price for such stock as quoted on such system or by such securities dealer on the date of determination, but if selling
prices are not reported, the Fair Market Value of a Share shall be the mean between the high bid and low asked prices for the common stock on the date of determination (or, if
no such prices were reported on that date, on the last date such prices were reported), as reported in The Wall Street Journal or such other source as the Administrator deems
reliable; or

 
(iii) In the absence of an established market for the common stock of the type described in (i) and (ii), above, the Fair Market Value thereof shall be

determined by the Administrator in good faith by application of a reasonable valuation method consistently applied and taking into consideration all available information
material to the value of the Company in a manner in compliance with Section 409A of the Code, or in the case of an Incentive Stock Option, in a manner in compliance with
Section 422 of the Code.

 
(w) “Grantee” means an Employee, Director or Consultant who receives an Award under the Plan.
 
(x) “Incentive Stock Option” means an Option intended to qualify as an incentive stock option within the meaning of Section 422 of the Code.
 
(y) “Non-Qualified Stock Option” means an Option not intended to qualify as an Incentive Stock Option.
 
(z) “Officer” means a person who is an officer of the Company or a Related Entity within the meaning of Section 16 of the Exchange Act and the rules and

regulations promulgated thereunder.
 
(aa) “Option” means an option to purchase one or more Shares pursuant to an Award Agreement granted under the Plan.
 
(bb) “Parent” means a “parent corporation,” whether now or hereafter existing, as defined in Section 424(e) of the Code.
 
(cc) “Performance Period” means the time period during which specified performance criteria must be met in connection with vesting of an Award as

determined by the Administrator, as described in Section 6(d) below.
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(dd) “Plan” means this urban-gro, Inc. 2021 Omnibus Stock Incentive Plan, as the same may be amended from time to time.
 
(ee) “Post-Termination Exercise Period” means the period specified in the Award Agreement of not less than thirty (30) days commencing on the date of

termination (other than termination by the Company or any Related Entity for Cause) of the Grantee’s Continuous Service, or such longer period as may be applicable upon
death or Disability.

 
(ff) “Related Entity” means any Parent or Subsidiary of the Company.
 
(gg) “Restricted Stock” means Shares issued under the Plan to the Grantee for such consideration, if any, and subject to such restrictions on transfer, rights of

first refusal, repurchase provisions, forfeiture provisions, and other terms and conditions as established by the Administrator.
 
(hh) “Restricted Stock Units” means an Award which may be earned in whole or in part upon the passage of time or the attainment of performance criteria

established by the Administrator and which may be settled for cash, Shares or other securities or a combination of cash, Shares or other securities as established by the
Administrator.

 
(ii) “Rule 16b-3” means Rule 16b-3 promulgated under the Exchange Act or any successor thereto.
 
(jj) “SAR” means a stock appreciation right entitling the Grantee to Shares or cash compensation, as established by the Administrator, measured by

appreciation in the value of common stock.
 
(kk) “Share” means a share of the common stock.



 
(ll) “Subsidiary” means a “subsidiary corporation,” whether now or hereafter existing, as defined in Section 424(f) of the Code.
 
(mm) “Tax Obligations” means all income tax, social insurance, payroll tax, fringe benefits tax, or other tax-related liabilities related to a Grantee’s

participation in the Plan and the receipt of any benefits hereunder, as determined under the Applicable Laws.
 
3. Stock Subject to the Plan.

 
(a) Subject to adjustment as described in Section 13 below, the maximum aggregate number of Shares which may be issued pursuant to all Awards (including

Incentive Stock Options) is One Million One Hundred Thousand (1,100,000) Shares. The Shares may be authorized, but unissued, or reacquired common stock.
 
(b) Any Shares covered by an Award (or portion of an Award) which is forfeited, canceled or expires (whether voluntarily or involuntarily) shall be deemed

not to have been issued for purposes of determining the maximum aggregate number of Shares which may be issued under the Plan, except that the maximum aggregate
number of Shares which may be issued pursuant to the exercise of Incentive Stock Options shall not exceed the number specified in Section 3(a). Shares that actually have been
issued under the Plan pursuant to an Award shall not be returned to the Plan and shall not become available for future issuance under the Plan, except that if unvested Shares are
forfeited or repurchased by the Company, such Shares shall become available for future grant under the Plan. In the event any Option or other Award granted under the Plan is
exercised through the tendering of Shares (either actually or through attestation), or in the event tax withholding obligations are satisfied by tendering or withholding Shares, any
Shares so tendered or withheld shall not again be available for awards under the Plan. To the extent that cash in lieu of Shares is delivered upon the exercise of an SAR
pursuant to Section 6(m), the Company shall be deemed, for purposes of applying the limitation on the number of shares, to have issued the number of Shares which it was
entitled to issue upon such exercise, notwithstanding that cash was issued in lieu of such Shares. Shares reacquired by the Company on the open market or otherwise using cash
proceeds from the exercise of Options shall not be available for awards under the Plan.

 
4. Administration of the Plan.

 
(a) Plan Administrator.
 

(i) Administration with Respect to Directors and Officers. With respect to grants of Awards to Directors or Employees who are also Officers or
Directors of the Company, the Plan shall be administered by (A) the Board or (B) a Committee designated by the Board, which Committee shall be constituted in such a manner
as to satisfy the Applicable Laws and to permit such grants and related transactions under the Plan to be exempt from Section 16(b) of the Exchange Act in accordance with
Rule 16b-3. Once appointed, such Committee shall continue to serve in its designated capacity until otherwise directed by the Board.
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(ii) Administration With Respect to Consultants and Other Employees. With respect to grants of Awards to Employees or Consultants who are

neither Directors nor Officers of the Company, the Plan shall be administered by (A) the Board or (B) a Committee designated by the Board, which Committee shall be
constituted in such a manner as to satisfy the Applicable Laws. Once appointed, such Committee shall continue to serve in its designated capacity until otherwise directed by the
Board.

 
(b) Multiple Administrative Bodies. The Plan may be administered by different bodies with respect to Directors, Officers, Consultants, and Employees who

are neither Directors nor Officers.
 
(c) Powers of the Administrator. Subject to Applicable Laws and the provisions of the Plan (including any other powers given to the Administrator hereunder),

and except as otherwise provided by the Board, the Administrator shall have the authority, in its discretion:
 
(i) to select the Employees, Directors and Consultants to whom Awards may be granted from time to time hereunder;
 
(ii) to determine whether and to what extent Awards are granted hereunder;
 
(iii) to determine the number of Shares or the amount of other consideration to be covered by each Award granted hereunder;
 
(iv) to approve forms of Award Agreements for use under the Plan;
 
(v) to determine the type, terms and conditions of any Award granted hereunder;
 
(vi) to establish additional terms, conditions, rules or procedures to accommodate the rules or laws of applicable non-U.S. jurisdictions and to afford

Grantees favorable treatment under such rules or laws; provided, however, that no Award shall be granted under any such additional terms, conditions, rules or procedures with
terms or conditions which are inconsistent with the provisions of the Plan;

 
(vii) to amend the terms of any outstanding Award granted under the Plan, provided that any amendment that would adversely affect the Grantee’s

rights under an outstanding Award shall not be made without the Grantee’s written consent; provided, however, that an amendment or modification that may cause an
Incentive Stock Option to become a Non-Qualified Stock Option shall not be treated as adversely affecting the rights of the Grantee;

 
(viii) to construe and interpret the terms of the Plan and Awards, including without limitation, any notice of award or Award Agreement, granted

pursuant to the Plan;
 
(ix) to institute an option exchange program;
 
(x) to make other determinations as provided in this Plan; and
 
(xi) to take such other action, not inconsistent with the terms of the Plan, as the Administrator deems appropriate.
 

The express grant in the Plan of any specific power to the Administrator shall not be construed as limiting any power or authority of the Administrator; provided that the
Administrator may not exercise any right or power reserved to the Board. Any decision made, or action taken, by the Administrator or in connection with the administration of
this Plan shall be final, conclusive and binding on all persons having an interest in the Plan.

 
(d) Indemnification. In addition to such other rights of indemnification as they may have as members of the Board or as Officers or Employees of the

Company or a Related Entity, members of the Board and any Officers or Employees of the Company or a Related Entity to whom authority to act for the Board, the
Administrator or the Company is delegated shall be defended and indemnified by the Company to the extent permitted by law on an after-tax basis against all reasonable
expenses, including attorneys’ fees, actually and necessarily incurred in connection with the defense of any claim, investigation, action, suit or proceeding, or in connection with
any appeal therein, 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 Award granted
hereunder, and against all amounts paid by them in settlement thereof (provided such settlement is approved by the Company) or paid by them in satisfaction of a judgment in
any such claim, investigation, action, suit or proceeding, except in relation to such liabilities, costs, and expenses as may arise out of, or result from, the bad faith, gross
negligence, willful misconduct, or criminal acts of such persons; provided, however, that within thirty (30) days after the institution of such claim, investigation, action, suit or



proceeding, such person shall offer to the Company, in writing, the opportunity at the Company’s expense to defend the same.
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5. Eligibility. Awards other than Incentive Stock Options may be granted to Employees, Directors, and Consultants of the Company and any Related Entity. Incentive
Stock Options may be granted only to Employees of the Company or a Related Entity. An Employee, Director, or Consultant who has been granted an Award may, if otherwise
eligible, be granted additional Awards. Awards may be granted to such Employees, Directors, or Consultants who are residing in non-U.S. jurisdictions as the Administrator
may determine from time to time.

 
6. Terms and Conditions of Awards.

 
(a) Types of Awards . The Administrator is authorized under the Plan to award any type of arrangement to an Employee, Director or Consultant that is not

inconsistent with the provisions of the Plan and that by its terms involves or might involve the issuance of (i) Shares, (ii) cash or (iii) an Option, an SAR, or similar right with a
fixed or variable price related to the Fair Market Value of the Shares and with an exercise or conversion privilege related to the passage of time, the occurrence of one or more
events, or the satisfaction of performance criteria or other conditions. Such awards include, without limitation, Options, SARs, sales or bonuses of Restricted Stock, Restricted
Stock Units, and Dividend Equivalent Rights. An Award may consist of one such security or benefit, or two (2) or more of them in any combination or alternative.

 
(b) Designation of Award. Each Award shall be evidenced by an Award Agreement in form and substance satisfactory to the Administrator. The type of each

Award shall be designated in the Award Agreement. In the case of an Option, the Option shall be designated as either an Incentive Stock Option or a Non-Qualified Stock
Option. However, notwithstanding such designation, an Option will qualify as an Incentive Stock Option under the Code only to the extent the $100,000 dollar limitation of
Section 422(d) of the Code is not exceeded. The $100,000 limitation of Section 422(d) of the Code is calculated based on the aggregate Fair Market Value of the Shares subject
to Options designated as Incentive Stock Options which become exercisable for the first time by a Grantee during any calendar year (under all plans of the Company or any
Related Entity). For purposes of this calculation, Incentive Stock Options shall be taken into account in the order in which they were granted, and the Fair Market Value of the
Shares shall be determined as of the grant date of the relevant Option. Any Option granted which fails to satisfy the requirements of the Applicable Laws for treatment as an
Incentive Stock Option shall be a Non-Qualified Stock Option.

 
(c) Conditions of Award. Subject to the terms of the Plan, the Administrator shall determine the provisions, terms, and conditions of each Award including,

but not limited to, the Award vesting schedule, repurchase provisions, rights of first refusal, forfeiture provisions, form of payment (cash, Shares, or other consideration) upon
settlement of the Award, payment contingencies, and satisfaction of any performance criteria that may be established by the Administrator.

 
(d) Performance-Based Awards. The Administrator may include in an Award provisions such that the vesting or other realization of an Award by a Grantee

will be subject to the achievement of certain performance criteria as the Administrator may determine over the course of a Performance Period determined by the Administrator.
 
(i) The performance criteria will be established by the Administrator and may include any one of, or combination of, the following criteria:
 
Net earnings or net income (before or after taxes);
 
Earnings per share;
 
Net sales growth;
 
Net operating profit;
 
Return measures (including, but not limited to, return on assets, capital, equity, or sales);
 
Cash flow (including, but not limited to, operating cash flow, free cash flow, and cash flow return on capital);
 
Cash flow per share;
 
Earnings before or after taxes, interest, depreciation, and/or amortization;
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Gross or operating margins;
 
Productivity ratios;
 
Share price (including, but not limited to, growth measures and total stockholder return);
 
Expense targets or ratios;
 
Charge-off levels;
 
Improvement in or attainment of revenue levels;
 
Deposit growth;
 
Margins;
 
Operating efficiency;
 
Operating expenses;
 
Economic value added;
 
Improvement in or attainment of expense levels;
 
Improvement in or attainment of working capital levels;
 
Debt reduction;
 



Capital targets; and
 
Consummation of acquisitions, dispositions, projects or other specific events or transactions.
 
(ii) The Administrator may provide in any grant of an Award that any evaluation of performance may include or exclude any of the following events

that occurs during a Performance Period: (A) asset write-downs, (B) litigation or claim judgments or settlements, (C) the effect of changes in tax laws, accounting principles or
regulations, or other laws or provisions affecting reported results, (D) any reorganization and restructuring programs, (E) Extraordinary Items for the applicable Performance
Period, (F) mergers, acquisitions or divestitures, and (G) foreign exchange gains and losses. For this purpose, “Extraordinary Items” means extraordinary, unusual, and/or
nonrecurring items of gain or loss as defined under United States generally accepted accounting principles.

 
(iii) Before the 90th day of the applicable Performance Period (or, if the Performance Period is less than one year, no later than the number of days

which is equal to 25% of such Performance Period), the Administrator will determine the duration of the Performance Period, the performance criteria on which performance
will be measured, and the amount and terms of payment/vesting upon achievement of the such criteria.

 
(iv) Following the completion of each Performance Period, the Administrator will certify in writing whether the applicable performance criteria have

been achieved for the Awards for such Performance Period. A Grantee will be eligible to receive payment pursuant to an Award for a Performance Period only if the
performance criteria for such Performance Period are achieved. In determining the amounts earned by a Grantee pursuant to an Award issued pursuant to this Section 6(d), the
Administrator will have the right to (A) reduce or eliminate (but not to increase) the amount payable at a given level of performance to take into account additional factors that
the Administrator may deem relevant to the assessment of individual or corporate performance for the Performance Period, (B) determine what actual Award, if any, will be
paid in the event of a Corporate Transaction or in the event of a termination of employment following a Corporate Transaction prior to the end of the Performance Period, and
(C) determine what actual Award, if any, will be paid in the event of a termination of employment other than as the result of a Grantee’s death or Disability prior to a Corporate
Transaction and prior to the end of the Performance Period to the extent an actual Award would have otherwise been achieved had the Grantee remained employed through the
end of the Performance Period.

 
(v) Payment of the Award to a Grantee shall be paid following the end of the Performance Period, or if later, the date on which any applicable

contingency or restriction has ended.
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(e) Acquisitions and Other Transactions. The Administrator may issue Awards under the Plan in settlement, assumption or substitution for, outstanding
awards or obligations to grant future awards in connection with the Company or a Related Entity acquiring another entity, an interest in another entity or an additional interest in
a Related Entity whether by merger, stock purchase, asset purchase or other form of transaction.

 
(f) Deferral of Award Payment. The Administrator may establish one or more programs under the Plan to permit selected Grantees the opportunity to elect to

defer receipt of consideration upon exercise of an Award, satisfaction of performance criteria, or other event that absent the election would entitle the Grantee to payment or
receipt of Shares or other consideration under an Award. The Administrator may establish the election procedures, the timing of such elections, the mechanisms for payments
of, and accrual of interest or other earnings, if any, on amounts, Shares or other consideration so deferred, and such other terms, conditions, rules and procedures that the
Administrator deems advisable for the administration of any such deferral program.

 
(g) Separate Programs. The Administrator may establish one or more separate programs under the Plan for the purpose of issuing particular forms of Awards

to one or more classes of Grantees on such terms and conditions as determined by the Administrator from time to time.
 
(h) Individual Award Limit. No Grantee may be granted an Award of Options or SARs in any calendar year with respect to more than one hundred thousand

(100,000) Shares, or an Award of Restricted Stock, Restricted Stock Units, Dividend Equivalent Rights, or other Awards that are valued with reference to shares covering more
than one hundred thousand (100,000) Shares. The foregoing limitations shall be adjusted proportionately in connection with any change in the Company’s capitalization
pursuant to Section 13 below.

 
(i) Early Exercise. An Award Agreement may, but need not, include a provision whereby the Grantee may elect at any time while an Employee, Director or

Consultant to exercise any part or all of the Award prior to full vesting of the Award. Any unvested Shares received pursuant to such exercise may be subject to a repurchase
right in favor of the Company or a Related Entity or to any other restriction the Administrator determines to be appropriate.

 
(j) Term of Award. The term of each Award shall be the term stated in the Award Agreement, provided, however, that the term shall be no more than ten (10)

years from the date of grant thereof. However, in the case of an Incentive Stock Option granted to a Grantee who, at the time the Option is granted, owns stock representing
more than ten percent (10%) of the voting power of all classes of stock of the Company or any Related Entity, the term of the Incentive Stock Option shall be five (5) years
from the date of grant thereof or such shorter term as may be provided in the Award Agreement. Notwithstanding the foregoing, the specified term of any Award shall not
include any period for which the Grantee has elected to defer the receipt of the Shares or cash issuable pursuant to the Award.

 
(k) Transferability of Awards. Unless the Administrator provides otherwise, no award may be sold, pledged, assigned, hypothecated, transferred, or disposed

of in any manner other than by will or by the laws of descent or distribution and may be exercised, during the lifetime of the Grantee, only by the Grantee. Notwithstanding the
foregoing, the Grantee may designate one or more beneficiaries of the Grantee’s Award in the event of the Grantee’s death on a beneficiary designation form provided by the
Administrator.

 
(l) Time of Granting Awards. The date of grant of an Award shall for all purposes be the date on which the Administrator makes the determination to grant

such Award, or such other later date as is determined by the Administrator.
 
(m) Stock Appreciation Rights. An SAR may be granted (i) with respect to any Option granted under this Plan, either concurrently with the grant of such

Option or at such later time as determined by the Administrator (as to all or any portion of the Shares subject to the Option), or (ii) alone, without reference to any related
Option. Each SAR granted by the Administrator under this Plan shall be subject to the following terms and conditions. Each SAR granted to any participant shall relate to such
number of Shares as shall be determined by the Administrator, subject to adjustment as provided in Section 13. In the case of an SAR granted with respect to an Option, the
number of Shares to which the SAR pertains shall be reduced in the same proportion that the holder of the Option exercises the related Option. The exercise price of an SAR
will be determined by the Administrator at the date of grant but may not be less than 100% of the Fair Market Value of the Shares subject thereto on the date of grant. Subject to
the right of the Administrator to deliver cash in lieu of Shares (which, as it pertains to Officers and Directors of the Company, shall comply with all requirements of the
Exchange Act), the number of Shares which shall be issuable upon the exercise of an SAR shall be determined by dividing:

 
(i) the number of Shares as to which the SAR is exercised multiplied by the amount of the appreciation in such Shares (for this purpose, the

“appreciation” shall be the amount by which the Fair Market Value of the Shares subject to the SAR on the exercise date exceeds (1) in the case of an SAR related to an Option,
the exercise price of the Shares under the Option or (2) in the case of an SAR granted alone, without reference to a related Option, an amount which shall be determined by the
Administrator at the time of grant, subject to adjustment under Section 13); by
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(ii) the Fair Market Value of a Share on the exercise date.
 

In lieu of issuing Shares upon the exercise of an SAR, the Administrator may elect to pay the holder of the SAR cash equal to the Fair Market Value on the exercise date of any
or all of the Shares which would otherwise be issuable. No fractional Shares shall be issued upon the exercise of an SAR; instead, the holder of the SAR shall be entitled to
receive a cash adjustment equal to the same fraction of the Fair Market Value of a Share on the exercise date or to purchase the portion necessary to make a whole share at its
Fair Market Value on the date of exercise. The exercise of an SAR related to an Option shall be permitted only to the extent that the Option is exercisable under Section 11 on
the date of surrender. Any Incentive Stock Option surrendered pursuant to the provisions of this Section 6(m) shall be deemed to have been converted into a Non-Qualified
Stock Option immediately prior to such surrender.
 

7. Award Exercise or Purchase Price, Consideration and Taxes.
 
(a) Exercise or Purchase Price. The exercise or purchase price, if any, for an Award shall be as follows.

 
(i) In the case of an Incentive Stock Option:

 
(1) granted to an Employee who, at the time of the grant of such Incentive Stock Option owns stock representing more than ten percent

(10%) of the voting power of all classes of stock of the Company or any Related Entity, the per Share exercise price shall be not less than one hundred ten percent (110%) of the
Fair Market Value per Share on the date of grant; or

 
(2) granted to any Employee other than an Employee described in the preceding paragraph, the per Share exercise price shall be not less

than one hundred percent (100%) of the Fair Market Value per Share on the date of grant.
 
(ii) In the case of a Non-Qualified Stock Option, the per Share exercise price shall be not less than one-hundred percent (100%) of the Fair Market

Value per Share on the date of grant.
 
(iii) In the case of other Awards, such price as is determined by the Administrator.
 
(iv) Notwithstanding the foregoing provisions of this Section 7(a), in the case of an Award issued pursuant to Section 6(e), above, the exercise or

purchase price for the Award shall be determined in accordance with the provisions of the relevant instrument evidencing the agreement to issue such Award.
 
(b) Consideration. Subject to Applicable Laws, the consideration to be paid for the Shares to be issued upon exercise or purchase of an Award, including the

method of payment, shall be determined by the Administrator. In addition to any other types of consideration the Administrator may determine, the Administrator is authorized
to accept as consideration for Shares issued under the Plan the following:

 
(i) cash;
 
(ii) check;
 
(iii) delivery of Grantee’s promissory note with such recourse, interest, security, and redemption provisions as the Administrator determines as

appropriate (but only to the extent that the acceptance or terms of the promissory note would not violate an Applicable Law); provided, however, that interest shall compound at
least annually and shall be charged at the minimum rate of interest necessary to avoid (A) the imputation of interest income to the Company and compensation income to the
Grantee under any applicable provisions of the Code, and (B) the classification of the Award as a liability for financial accounting purposes;

 
(iv) surrender of Shares or delivery of a properly executed form of attestation of ownership of Shares as the Administrator may require which have a

Fair Market Value on the date of surrender or attestation equal to the aggregate exercise price of the Shares as to which said Award shall be exercised;
 
(v) with respect to Options, payment through a broker-dealer sale and remittance procedure pursuant to which the Grantee (A) shall provide written

instructions to a broker-dealer acceptable to the Company to effect the immediate sale of some or all of the purchased Shares and remit to the Company sufficient funds to cover
the aggregate exercise price payable for the purchased Shares and (B) shall provide written directives to the Company to deliver the certificates (or other evidence satisfactory to
the Company to the extent that the Shares are uncertificated) for the purchased Shares directly to such broker-dealer in order to complete the sale transaction;
 

A-9 

 
 

(vi) with respect to Options, payment through a “net exercise” such that, without the payment of any funds, the Grantee may exercise the Option and
receive the net number of Shares equal to (i) the number of Shares as to which the Option is being exercised, multiplied by (ii) a fraction, the numerator of which is the Fair
Market Value per Share (on such date as is determined by the Administrator) less the Exercise Price per Share, and the denominator of which is such Fair Market Value per
Share;

 
(vii) past or future services actually or to be rendered to the Company or a Related Entity;
 
(viii) any combination of the foregoing methods of payment; or
 
(ix) any other method approved by the Administrator.

 
The Administrator may at any time or from time to time, by adoption of or by amendment to the standard forms of Award Agreement described in Section 4(c)(iv), or by other
means, grant Awards which do not permit all of the foregoing forms of consideration to be used in payment for the Shares or which otherwise restrict one or more forms of
consideration.

 
8. Notice to Company of Disqualifying Disposition. Each Employee who receives an Incentive Stock Option must agree to notify the Company in writing immediately

after the Employee makes a Disqualifying Disposition of any common stock acquired pursuant to the exercise of an Incentive Stock Option.
 
9. Tax Withholding.
 

(a) Prior to the delivery of any Shares or cash pursuant to an Award (or the exercise thereof), or at such other time as the Tax Obligations are due, the
Company, in accordance with the Code and any Applicable Laws, shall have the power and the right to deduct or withhold, or require a Grantee to remit to the Company, an
amount sufficient to satisfy all Tax Obligations. The Administrator may condition such delivery, payment, or other event pursuant to an Award on the payment by the Grantee of
any such Tax Obligations.

 
(b) The Administrator, pursuant to such procedures as it may specify from time to time, may designate the method or methods by which a Grantee may satisfy

the Tax Obligations. As determined by the Administrator from time to time, these methods may include one or more of the following:
 

(i) paying cash;
 



(ii) electing to have the Company withhold cash or Shares deliverable to the Grantee having a Fair Market Value equal to the amount required to be
withheld;

 
(iii) delivering to the Company already-owned Shares having a Fair Market Value equal to the amount required to be withheld or remitted, provided

the delivery of such Shares will not result in any adverse accounting consequences as the Administrator determines;
 
(iv) selling a sufficient number of Shares otherwise deliverable to the Grantee through such means as the Administrator may determine (whether

through a broker or otherwise) equal to the Tax Obligations required to be withheld;
 
(v) retaining from salary or other amounts payable to the Grantee cash having a sufficient value to satisfy the Tax Obligations; or
 
(vi) any other means which the Administrator determines to both comply with Applicable Laws, and to be consistent with the purposes of the Plan.

 
The amount of Tax Obligations will be deemed to include any amount that the Administrator determines may be withheld at the time the election is made, not to exceed the
amount determined by using the maximum federal, state, local and foreign marginal income tax rates applicable to the Grantee or the Company, as applicable, with respect to
the Award on the date that the amount of tax or social insurance liability to be withheld or remitted is to be determined. The Fair Market Value of the Shares to be withheld or
delivered shall be determined as of the date that the Tax Obligations are required to be withheld.
 

10. Rights As a Stockholder.
 

(a) Restricted Stock. Except as otherwise provided in any Award Agreement, a Grantee will not have any rights of a stockholder with respect to any of the
Shares granted to the Grantee under an Award of Restricted Stock (including the right to vote or receive dividends and other distributions paid or made with respect thereto) nor
shall cash dividends or dividend equivalents accrue or be paid in respect of any unvested Award of Restricted Stock, unless and until such Shares vest.
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(b) Other Awards . In the case of Awards other than Restricted Stock, except as otherwise provided in any Award Agreement, a Grantee will not have any
rights of a stockholder, nor will dividends or dividend equivalents accrue or be paid, with respect to any of the Shares granted pursuant to such Award until the Award is
exercised or settled and the Shares are delivered (as evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer agent of the Company).

 
11. Exercise of Award.

 
(a) Procedure for Exercise.

 
(i) Any Award granted hereunder shall be exercisable at such times and under such conditions as determined by the Administrator under the terms of

the Plan and as specified in the Award Agreement.
 
(ii) An Award shall be deemed to be exercised when written notice of such exercise has been given to the Company in accordance with the terms of

the Award by the person entitled to exercise the Award and full payment for the Shares with respect to which the Award is exercised has been made, including, to the extent
selected, use of the broker-dealer sale and remittance procedure to pay the purchase price as provided in Section 7(b)(v).

 
(b) Exercise of Award Following Termination of Continuous Service. In the event of termination of a Grantee’s Continuous Service for any reason other than

Disability or death, such Grantee may, but only during the Post-Termination Exercise Period (but in no event later than the expiration date of the term of such Award as set forth
in the Award Agreement), exercise the portion of the Grantee’s Award that was vested at the date of such termination or such other portion of the Grantee’s Award as may be
determined by the Administrator. The Grantee’s Award Agreement may provide that upon the termination of the Grantee’s Continuous Service for Cause, the Grantee’s right to
exercise the Award shall terminate concurrently with the termination of Grantee’s Continuous Service. In the event of a Grantee’s change of status from Employee to
Consultant, an Employee’s Incentive Stock Option shall convert automatically to a Non-Qualified Stock Option on the day three (3) months and one day following such change
of status. To the extent that the Grantee’s Award was unvested at the date of termination, or if the Grantee does not exercise the vested portion of the Grantee’s Award within
the Post-Termination Exercise Period, the Award shall terminate.

 
(c) Disability of Grantee. In the event of termination of a Grantee’s Continuous Service as a result of his or her Disability, such Grantee may, but only within

twelve (12) months from the date of such termination (or such longer period as specified in the Award Agreement but in no event later than the expiration date of the term of
such Award as set forth in the Award Agreement), exercise the portion of the Grantee’s Award that was vested at the date of such termination; provided, however, that if such
Disability is not a “disability” as such term is defined in Section 22(e)(3) of the Code, in the case of an Incentive Stock Option such Incentive Stock Option shall automatically
convert to a Non-Qualified Stock Option on the day three (3) months and one day following such termination. To the extent that the Grantee’s Award was unvested at the date
of termination, or if Grantee does not exercise the vested portion of the Grantee’s Award within the time specified herein, the Award shall terminate.

 
(d) Death of Grantee. In the event of a termination of the Grantee’s Continuous Service as a result of his or her death, or in the event of the death of the

Grantee during the Post-Termination Exercise Period or during the twelve (12) month period following the Grantee’s termination of Continuous Service as a result of his or her
Disability, the Grantee’s estate or a person who acquired the right to exercise the Award by bequest or inheritance may exercise the portion of the Grantee’s Award that was
vested as of the date of termination, within twelve (12) months from the date of death (or such longer period as specified in the Award Agreement but in no event later than the
expiration of the term of such Award as set forth in the Award Agreement). To the extent that, at the time of death, the Grantee’s Award was unvested, or if the Grantee’s estate
or a person who acquired the right to exercise the Award by bequest or inheritance does not exercise the vested portion of the Grantee’s Award within the time specified herein,
the Award shall terminate.

 
(e) Extension if Exercise Prevented by Law. Notwithstanding the foregoing, if the exercise of an Award within the applicable time periods set forth in this

Section 11 is prevented by the provisions of Section 12 below, the Award shall remain exercisable until one (1) month after the date the Grantee is notified by the Company that
the Award is exercisable, but in any event no later than the expiration of the term of such Award as set forth in the Award Agreement.

 
12. Conditions Upon Issuance of Shares; Manner of Issuance of Shares.

 
(a) If at any time the Administrator determines that the delivery of Shares pursuant to the exercise, vesting or any other provision of an Award is or may be

unlawful under Applicable Laws, the vesting or right to exercise an Award or to otherwise receive Shares pursuant to the terms of an Award shall be suspended until the
Administrator determines that such delivery is lawful and shall be further subject to the approval of counsel for the Company with respect to such compliance. The Company
shall have no obligation to effect any registration or qualification of the Shares under any Applicable Law.
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(b) As a condition to the exercise of an Award, the Company may require the person exercising such Award to represent and warrant at the time of any such
exercise that the Shares are being purchased only for investment and without any present intention to sell or distribute such Shares if, in the opinion of counsel for the Company,
such a representation is required by any Applicable Laws.



 
(c) Subject to the Applicable Laws and any governing rules or regulations, the Company shall issue or cause to be issued the Shares acquired pursuant to an

Award and shall deliver such Shares to or for the benefit of the Grantee by means of one or more of the following as determined by the Administrator: (i) by delivering to the
Grantee evidence of book entry Shares credited to the account of the Grantee, (ii) by depositing such Shares for the benefit of the Grantee with any broker with which the
Grantee has an account relationship, or (iii) by delivering such Shares to the Grantee in certificate form.

 
(d) No fractional Shares shall be issued pursuant to any Award under the Plan; any Grantee who would otherwise be entitled to receive a fraction of a Share

upon exercise or vesting of an Award will receive from the Company cash in lieu of such fractional Shares in an amount equal to the Fair Market Value of such fractional
Shares, as determined by the Administrator.

 
13. Adjustments. Subject to any required action by the stockholders of the Company, the number of Shares covered by each outstanding Award, and the number of

Shares which have been authorized for issuance under the Plan but as to which no Awards have yet been granted or which have been returned to the Plan, the exercise or
purchase price of each such outstanding Award, as well as any other terms that the Administrator determines require adjustment shall be proportionately adjusted for (i) any
increase or decrease in the number of issued and outstanding Shares resulting from a stock split, reverse stock split, stock dividend, combination or reclassification of the
Shares, or similar transaction affecting the Shares, (ii) any other increase or decrease in the number of issued and outstanding Shares effected without receipt of consideration by
the Company, or (iii) any other transaction with respect to the Company’s common stock including a corporate merger, consolidation, acquisition of property or stock,
separation (including a spin-off or other distribution of stock or property), reorganization, liquidation (whether partial or complete) or any similar transaction; provided,
however that conversion of any convertible securities of the Company shall not be deemed to have been “effected without receipt of consideration.” Such adjustment shall be
made by the Administrator and its determination shall be final, binding and conclusive. Except as the Administrator determines, no issuance by the Company of shares of stock
of any class, or securities convertible into shares of stock of any class, shall affect, and no adjustment by reason hereof shall be made with respect to, the number or price of
Shares subject to an Award. No adjustments shall be made for dividends paid in cash or in property other than common stock of the Company, nor shall cash dividends or
dividend equivalents accrue or be paid in respect of unexercised Options or unvested Awards hereunder.

 
14. Corporate Transactions.

 
(a) Termination of Award to Extent Not Assumed in Corporate Transaction. Effective upon the consummation of a Corporate Transaction, all outstanding

Awards under the Plan shall terminate. However, all such Awards shall not terminate to the extent they are Assumed in connection with the Corporate Transaction.
 
(b) Acceleration of Award Upon Corporate Transaction. The Administrator shall have the authority, exercisable either in advance of any actual or anticipated

Corporate Transaction or at the time of an actual Corporate Transaction, and exercisable at the time of the grant of an Award under the Plan or any time while an Award
remains outstanding, to provide for the full or partial automatic vesting and exercisability of one or more outstanding unvested Awards under the Plan and the release from
restrictions on transfer and repurchase or forfeiture rights of such Awards in connection with a Corporate Transaction on such terms and conditions as the Administrator may
specify. The Administrator also shall have the authority to condition any such Award vesting and exercisability or release from such limitations upon the subsequent termination
of the Continuous Service of the Grantee within a specified period following the effective date of the Corporate Transaction. The Administrator may provide that any Awards so
vested or released from such limitations in connection with a Corporate Transaction shall remain fully exercisable until the expiration or sooner termination of the Award.

 
(c) Effect of Acceleration on Incentive Stock Options. Any Incentive Stock Option accelerated under this Section 14 in connection with a Corporate

Transaction shall remain exercisable as an Incentive Stock Option under the Code only to the extent the $100,000 dollar limitation of Section 422(d) of the Code is not
exceeded.

 
15. Effective Date and Term of Plan. The Plan shall become effective at such time as it has been (a) approved by the Company’s stockholders and (b) adopted by the

Board. Stockholder approval shall be obtained in the degree and manner required under Applicable Laws. The Plan shall continue in effect for a term of ten (10) years unless
sooner terminated. Any Award granted before stockholder approval is obtained will be rescinded if stockholder approval is not obtained within the time prescribed, and Shares
issued on the grant or exercise of any such Award shall not be counted in determining whether stockholder approval is obtained. Subject to the preceding sentence and the
Applicable Laws, Awards may be granted under the Plan upon its becoming effective.
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16. Amendment, Suspension or Termination of the Plan.
 

(a) The Board may at any time amend, suspend or terminate the Plan in any respect, except that it may not, without the approval of the stockholders obtained
within twelve (12) months before or after the Board adopts a resolution authorizing any of the following actions, do any of the following:

 
(i) increase the total number of shares that may be issued under the Plan (except by adjustment pursuant to Section 13);
(ii) modify the provisions of Section 6 regarding eligibility for grants of Incentive Stock Options;
 
(iii) modify the provisions of Section 7(a) regarding the exercise price at which shares may be offered pursuant to Options (except by adjustment

pursuant to Section 13);
 
(iv) extend the expiration date of the Plan; and
 
(v) except as provided in Section 13 (including, without limitation, any stock dividend, stock split, extraordinary cash dividend, recapitalization,

reorganization, merger, consolidation, split-up, spin-off, combination, or exchange of shares), the Company may not amend an Award granted under the Plan to reduce its
exercise price per share, cancel and regrant new Awards with lower prices per share than the original prices per share of the cancelled Awards, or cancel any Awards in
exchange for cash or the grant of replacement Awards with an exercise price that is less than the exercise price of the original Awards, essentially having the effect of a
repricing, without approval by the Company’s stockholders.

 
(b) No Award may be granted during any suspension of the Plan or after termination of the Plan.
 
(c) No suspension or termination of the Plan shall adversely affect any rights under Awards already granted to a Grantee without his or her consent.

 
17. Reservation of Shares.

 
(a) The Company, during the term of the Plan, will at all times reserve and keep available such number of Shares as shall be sufficient to satisfy the

requirements of the Plan.
 
(b) The inability of the Company to obtain authority from any regulatory body having jurisdiction, which authority is deemed by the Company’s counsel to

be necessary to the lawful issuance and sale of any Shares hereunder, shall relieve the Company of any liability in respect of the failure to issue or sell such Shares as to which
such requisite authority shall not have been obtained.

 
18. No Effect on Terms of Employment/Consulting Relationship. The Plan shall not confer upon any Grantee any right with respect to the Grantee’s Continuous

Service, nor shall it interfere in any way with his or her right or the right of the Company or a Related Entity to terminate the Grantee’s Continuous Service at any time, with or
without Cause, and with or without notice. The ability of the Company or any Related Entity to terminate the employment of a Grantee who is employed at will is in no way



affected by its determination that the Grantee’s Continuous Service has been terminated for Cause for the purposes of this Plan.
 
19. No Effect on Retirement and Other Benefit Plans. Except as specifically provided in a retirement or other benefit plan of the Company or a Related Entity, Awards

shall not be deemed compensation for purposes of computing benefits or contributions under any retirement plan of the Company or a Related Entity, and shall not affect any
benefits under any other benefit plan of any kind or any benefit plan subsequently instituted under which the availability or amount of benefits is related to level of
compensation. The Plan is not a “Retirement Plan” or “Welfare Plan” under the Employee Retirement Income Security Act of 1974, as amended.

 
20. Information to Grantees. The Company shall provide to each Grantee, during the period for which such Grantee has one or more Awards outstanding, such

information as required by Applicable Laws.
 
21. Electronic Delivery. The Administrator may decide to deliver any documents related to any Award granted under the Plan through an online or electronic system

established and maintained by the Company or another third party designated by the Company or to request a Grantee’s consent to participate in the Plan by electronic means.
By accepting an Award, each Grantee consents to receive such documents by electronic delivery and agrees to participate in the Plan through an online or electronic system
established and maintained by the Company or another third party designated by the Company, and such consent shall remain in effect throughout Grantee’s Continuous Service
with the Company and any Related Entity and thereafter until withdrawn in writing by Grantee.
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22. Data Privacy. The Administrator may decide to collect, use and transfer, in electronic or other form, personal data as described in this Plan or any Award for the
exclusive purpose of implementing, administering and managing participation in the Plan. By accepting an Award, each Grantee acknowledges that the Company holds certain
personal information about Grantee, including, but not limited to, name, home address and telephone number, date of birth, social security number or other identification
number, salary, nationality, job title, details of all Awards awarded, cancelled, exercised, vested or unvested, for the purpose of implementing, administering and managing the
Plan (the “Data”). Each Grantee further acknowledges that Data may be transferred to any third parties assisting in the implementation, administration and management of the
Plan and that these third parties may be located in jurisdictions that may have different data privacy laws and protections, and Grantee authorizes such third parties to receive,
possess, use, retain and transfer the Data, in electronic or other form, for the purposes of implementing, administering and managing the Plan, including any requisite transfer of
such Data as may be required to a broker or other third party with whom the recipient or the Company may elect to deposit any Shares acquired upon any Award.

 
23. Compliance with Section 409A of the Code. Notwithstanding anything to the contrary set forth herein, the Award Agreement evidencing any Award that is not

exempt from the requirements of Section 409A of the Code shall contain provisions such that the Award will comply with the requirements of Section 409A of the Code and
avoid the consequences specified in Section 409A(a)(1) of the Code. To the extent applicable, the Plan and Award Agreements shall be interpreted in accordance with Section
409A of the Code and Department of Treasury regulations and other interpretive guidance issued thereunder, including without limitation any such regulations or other
guidance that may be issued or amended after the effective date of the Plan. Notwithstanding any provision of the Plan to the contrary, in the event that following the effective
date of the Plan the Administrator determines that any Award may be subject to Section 409A of the Code and related Department of Treasury guidance (including such
Department of Treasury guidance as may be issued after the effective date of the Plan), the Administrator may adopt such amendments to the Plan and the applicable Award
Agreement or adopt other policies and procedures (including amendments, policies and procedures with retroactive effect), or take any other actions, that the Administrator
determines are necessary or appropriate to (1) exempt the Award from Section 409A of the Code and/or preserve the intended tax treatment of the benefits provided with respect
to the Award, or (2) comply with the requirements of Section 409A of the Code and related Department of Treasury guidance.

 
24. Unfunded Obligation. Grantees shall have the status of general unsecured creditors of the Company. Any amounts payable to Grantees pursuant to the Plan shall be

unfunded and unsecured obligations for all purposes, including, without limitation, Title I of the Employee Retirement Income Security Act of 1974, as amended. Neither the
Company nor any Related Entity shall be required to segregate any monies from its general funds, or to create any trusts, or establish any special accounts with respect to such
obligations. The Company shall retain at all times beneficial ownership of any investments, including trust investments, which the Company may make to fulfill its payment
obligations hereunder. Any investments or the creation or maintenance of any trust or any Grantee account shall not create or constitute a trust or fiduciary relationship between
the Administrator, the Company or any Related Entity and a Grantee, or otherwise create any vested or beneficial interest in any Grantee or the Grantee’s creditors in any assets
of the Company or a Related Entity. The Grantees shall have no claim against the Company or any Related Entity for any changes in the value of any assets that may be
invested or reinvested by the Company with respect to the Plan.

 
25. Construction. Captions and titles contained herein are for convenience only and shall not affect the meaning or interpretation of any provision of the Plan. Except

when otherwise indicated by the context, the singular shall include the plural and the plural shall include the singular. Use of the term “or” is not intended to be exclusive,
unless the context clearly requires otherwise.
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Appendix B
 

CERTIFICATE OF AMENDMENT
OF

CERTIFICATE OF INCORPORATION
OF

URBAN-GRO, INC.
 

urban-gro, Inc. (the “Corporation”), a corporation organized and existing under the General Corporation Law of the State of Delaware, hereby certifies as follows:
 

First: The name of the Corporation is urban-gro, Inc.
 
Second: This Certificate of Amendment (the “Certificate of Amendment”) amends the provisions of the Corporation’s Certificate of Incorporation filed with the

Secretary of State of the State of Delaware on December 31, 2020.
 

Third: That Article IV of the Certificate of Incorporation of the Corporation (the “Certificate of Incorporation”), is hereby amended by deleting Section 1 of Article
IV in its entirety and inserting the following in lieu thereof:

 
Section 1. Authorized Shares. The Corporation is authorized to issue two classes of stock to be designated common stock (“common stock”) and preferred stock

(“Preferred Stock”). The number of shares of common stock authorized to be issued is thirty million (30,000,000), par value $0.001 per share, and the number of shares of
Preferred Stock authorized to be issued is three million (3,000,000), par value $0.10 per share.
 

Fourth: The foregoing amendment was duly adopted in accordance with the provisions of Section 228 and Section 242 of the General Corporation Law of the State of
Delaware.
 

Fifth: That this Certificate of Amendment to the Certificate of Incorporation shall be effective as of 5:01 pm on the date of filing.
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↓ Please ensure you fold then detach and retain this port of this Proxy ↓
 

URBAN-GRO, INC. PROXY
 

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
 

ANNUAL MEETING OF STOCKHOLDERS – MAY 27, 2021 AT 10:00 AM MT
 

CONTROL ID:           
REQUEST ID:             

 
The undersigned hereby appoints Bradley J. Nattrass and Richard A. Akright with power of substitution, as proxy to vote the shares of common stock of the

undersigned in Urban-gro, Inc. at the Annual Meeting of Stockholders to be held virtually via live webcast on the Internet on May 27, 2021, at 10:00 a.m. Mountain Time and
at any adjournment thereof, upon all business that may properly come before the meeting, including the business identified (and in the manner indicated) on this proxy and
described in the proxy statement furnished herewith.

 
(CONTINUED AND TO BE SIGNED ON REVERSE SIDE.)

 
B-2

 
 

VOTING INSTRUCTIONS
If you vote by phone, fax or Internet, please DO NOT mail your proxy card.

 

 

MAIL:

 

Please mark, sign, date, and return this Proxy Card promptly using the enclosed envelope.

 

FAX:

 

Complete the reverse portion of this Proxy Card and Fax to 202-521-3464.

 

INTERNET:

 

https://agm.issuer direct .com/ugro

 

PHONE:

 

1-866-752-VOTE(8683)
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