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Hydrofarm Holdings Group, Inc.
 1510 Main Street

 Shoemakersville, Pennsylvania 19555

   , 2023

To Our Stockholders:

You are cordially invited to attend the 2023 annual meeting of stockholders of Hydrofarm Holdings Group, Inc.
to be held at 11:00 a.m. ET on Tuesday, June 6, 2023. We have decided to hold this year’s annual meeting virtually
via live audio webcast on the internet. You will be able to attend the annual meeting, vote and submit your questions
during the annual meeting by visiting www.virtualshareholdermeeting.com/HYFM2023. You will not be able to
attend the annual meeting in person.

Details regarding the meeting, the business to be conducted at the meeting, and information about Hydrofarm
Holdings Group, Inc. that you should consider when you vote your shares are described in the accompanying proxy
statement.

At the annual meeting, two (2) persons will be elected to our board of directors as class III directors. In
addition, we will ask stockholders (i) to approve an amendment to our Amended and Restated Certificate of
Incorporation to reflect new Delaware law provisions regarding officer exculpation, (ii) to approve, on a non-
binding advisory basis, the executive compensation of our named executive officers as disclosed in this proxy
statement, and (iii) to ratify the appointment of Deloitte & Touche LLP as our independent registered public
accounting firm for our fiscal year ending December 31, 2023. Our board of directors recommends the approval of
each of the proposals. Such other business will be transacted as may properly come before the annual meeting.

Under Securities and Exchange Commission rules that allow companies to furnish proxy materials to
stockholders over the Internet, we have elected to deliver our proxy materials to certain of our stockholders
over the Internet. This delivery process allows us to provide stockholders with the information they need,
while at the same time conserving natural resources and lowering the cost of delivery. On or about    ,
2023 we intend to begin sending to our stockholders a Notice of Internet Availability of Proxy Materials (the
“Notice”) containing instructions on how to access our proxy statement for our 2023 annual meeting of
stockholders and our 2022 annual report to stockholders. The Notice also provides instructions on how to
vote online or by telephone, how to access the virtual annual meeting and how to receive a paper copy of the
proxy materials by mail.

We hope you will be able to attend the annual meeting. Whether or not you plan to attend the annual meeting,
we hope you will vote promptly. Information about voting methods is set forth in the accompanying proxy
statement.

Thank you for your continued support of Hydrofarm Holdings Group, Inc. We look forward to seeing you at the
annual meeting.

 Sincerely,

  

 

 

 William Toler

 Chairman of the Board of Directors and

 Chief Executive Officer
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HYDROFARM HOLDINGS GROUP, INC.
 1510 Main Street

 Shoemakersville, Pennsylvania 19555

   , 2023

NOTICE OF 2023 ANNUAL MEETING OF STOCKHOLDERS

TIME:
 

11:00 a.m. ET

DATE:
 

June 6, 2023

ACCESS:
 

This year’s annual meeting will be a virtual meeting via live webcast on the Internet. You will be able
to attend the annual meeting, vote and submit your questions during the meeting by visiting
www.virtualshareholdermeeting.com/HYFM2023 and entering the 16-digit control number included
in the Notice of Internet Availability of Proxy Materials (the “Notice”) or proxy card that you receive.
For further information about the virtual annual meeting, please see the Questions and Answers about
the Meeting beginning on page 2.

PURPOSES:

1.
 

To elect two (2) class III directors to serve three-year terms expiring in 2026;

2.
 

To approve an amendment to our Amended and Restated Certificate of Incorporation to reflect new
Delaware law provisions regarding officer exculpation;

3.
 

To consider an advisory vote on compensation of our named executive officers;

4.
 

To ratify the appointment of Deloitte & Touche LLP as our independent registered public accounting
firm for the fiscal year ending December 31, 2023; and

5.
 

To transact such other business that is properly presented at the annual meeting and any adjournments
or postponements thereof.

WHO MAY VOTE:

You may vote if you were the record owner of our common stock at the close of business on April 10, 2023 (the
“Record Date”). A list of registered stockholders as of the close of business on the Record Date will be available
during the 10 days prior to the annual meeting at our principal executive offices located at 1510 Main Street,
Shoemakersville, Pennsylvania 19555. If you wish to view this list, please contact our Corporate Secretary at
Hydrofarm Holdings Group, Inc., 1510 Main Street, Shoemakersville, Pennsylvania 19555 or (707) 765-9990. Such
list will also be available for examination by the stockholders during the annual meeting at
www.virtualshareholdermeeting.com/HYFM2023.

All stockholders are cordially invited to attend the virtual annual meeting. Whether or not you plan to attend
the annual meeting, we urge you to vote by following the instructions in the Notice and submit your proxy by
the Internet, telephone or mail in order to ensure the presence of a quorum. You may change or revoke your
proxy at any time before it is voted at the meeting.

 BY THE ORDER OF THE BOARD OF DIRECTORS

  

 

 

 William Toler

 Chairman of the Board of Directors and

 Chief Executive Officer
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PRELIMINARY COPIES FILED PURSUANT TO RULE 14a-6(a)

HYDROFARM HOLDINGS GROUP, INC.
 1510 Main Street, Shoemakersville

 Pennsylvania 19555

PROXY STATEMENT FOR HYDROFARM HOLDINGS GROUP, INC.
 2023 ANNUAL MEETING OF STOCKHOLDERS TO BE HELD ON JUNE 6, 2023

This proxy statement, along with the accompanying notice of 2023 annual meeting of stockholders, contains
information about the 2023 annual meeting of stockholders of Hydrofarm Holdings Group, Inc., including any
adjournments or postponements of the annual meeting. We are holding the annual meeting at 11:00 a.m. ET, on
Tuesday, June 6, 2023. You will be able to attend our annual meeting, vote and submit your questions during the
meeting by visiting www.virtualshareholdermeeting.com/HYFM2023. You will not be able to attend the annual
meeting in person.

In this proxy statement, we refer to Hydrofarm Holdings Group, Inc. as “Hydrofarm,” “the Company,” “we”
and “us.”

This proxy statement relates to the solicitation of proxies by our board of directors for use at the annual
meeting.

On or about   , 2023, we intend to begin sending to our stockholders the Important Notice Regarding the
Availability of Proxy Materials containing instructions on how to access our proxy statement for our 2023 annual
meeting of stockholders and our 2022 annual report to stockholders.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
 STOCKHOLDER MEETING TO BE HELD ON JUNE 6, 2023

This proxy statement, the notice of 2023 annual meeting of stockholders, our form of proxy card and our
2022 annual report to stockholders are available for viewing, printing and downloading at
www.virtualshareholdermeeting.com/HYFM2023. In order to view, print or download these materials, please
have your 16-digit control number(s) available that appears on your notice or proxy card. On this website,
you can also elect to receive future distributions of our proxy statements and annual reports to stockholders
by electronic delivery.

Additionally, you can find a copy of our Annual Report on Form 10-K, which includes our financial
statements for the fiscal year ended December 31, 2022, on the website of the Securities and Exchange
Commission, or the SEC, at www.sec.gov, or in the “SEC Filings” section of the “Investors” section of our
website at www.hydrofarm.com. You may also obtain a printed copy of our Annual Report on Form 10-K,
including our financial statements, free of charge, from us by sending a written request to:

HYDROFARM HOLDINGS GROUP, INC.
 Attn: Corporate Secretary

 1510 Main Street
 Shoemakersville, Pennsylvania 19555

Exhibits will be provided upon written request and payment of an appropriate processing fee.
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IMPORTANT INFORMATION ABOUT THE ANNUAL MEETING AND VOTING

Why is the Company Soliciting My Proxy?

Our board of directors is soliciting your proxy to vote at the 2023 annual meeting of stockholders to be held
virtually via live webcast, on Tuesday, June 6, 2023, at 11:00 a.m. ET and any adjournments or postponements of
the meeting, which we refer to as the annual meeting. This proxy statement, along with the accompanying notice of
2023 annual meeting of stockholders, summarizes the purpose of the meeting and the information you need to know
to vote at the annual meeting.

We have made available to you on the Internet or have sent you this proxy statement, the notice of 2023 annual
meeting of stockholders, the proxy card and a copy of our Annual Report on Form 10-K for the fiscal year ended
December 31, 2022, because you owned shares of our common stock on April 10, 2023 (the “Record Date”). We
intend to commence distribution of the Important Notice Regarding the Availability of Proxy Materials, which we
refer to throughout this proxy statement as the Notice, and, if applicable, proxy materials to stockholders on or about
  , 2023.

Why Did I Receive a Notice in the Mail Regarding the Internet Availability of Proxy Materials Instead of a
Full Set of Proxy Materials?

As permitted by the rules of the U.S. Securities and Exchange Commission (the “SEC”) we may furnish our
proxy materials to our stockholders by providing access to such documents on the Internet, rather than mailing
printed copies of these materials to each stockholder. Most stockholders will not receive printed copies of the proxy
materials unless they request them. We believe that this process should expedite stockholders’ receipt of proxy
materials, lower the costs of the annual meeting and help to conserve natural resources. If you received the Notice
by mail or electronically, you will not receive a printed or email copy of the proxy materials, unless you request one
by following the instructions included in the Notice. Instead, the Notice instructs you as to how you may access and
review all of the proxy materials and submit your proxy on the Internet. If you requested a paper copy of the proxy
materials, you may authorize the voting of your shares by following the instructions on the proxy card, in addition to
the other methods of voting described in this proxy statement.

Why is the Company Holding a Virtual Annual Meeting?

We have designed our virtual format to enhance, rather than constrain, stockholder access, participation and
communication. For example, the virtual format allows stockholders to communicate with us in advance of, and
during, the annual meeting so they can ask questions of our board of directors or management, as time permits.

What Happens if There Are Technical Difficulties during the Annual Meeting?

We will have technicians ready to assist you with any technical difficulties you may have accessing the virtual
annual meeting, voting at the annual meeting or submitting questions at the annual meeting. If you encounter any
difficulties accessing the virtual annual meeting during the check-in or meeting time, please call the phone number
displayed on the virtual annual meeting website.

Who May Vote?

Only stockholders of record at the close of business on the Record Date of April 10, 2023 will be entitled to
vote at the annual meeting. On the Record Date, there were    shares of our common stock outstanding and
entitled to vote. Our common stock is our only class of voting stock.

If on the Record Date, your shares of our common stock were registered directly in your name with our transfer
agent, Continental Stock Transfer Company, then you are a stockholder of record.

If on the Record Date, your shares were held, not in your name, but rather in an account at a brokerage firm,
bank, dealer or other similar organization, then you are the beneficial owner of shares held in “street name” and the
Notice is being forwarded to you by that organization. The organization holding your account is considered to be the
stockholder of record for purposes of voting at the annual meeting. As a beneficial owner, you have the right to
direct your broker or other agent regarding how to vote the shares in your account. You are also invited to attend the
annual meeting. However, since you are not the stockholder of record, you may not vote your shares at the annual
meeting unless you request and obtain a valid proxy from your broker or other agent.
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You do not need to attend the annual meeting to vote your shares. Shares represented by valid proxies, received
in time for the annual meeting and not revoked prior to the annual meeting, will be voted at the annual meeting. For
instructions on how to change or revoke your proxy, see “May I Change or Revoke My Proxy?” below.

How Many Votes Do I Have?

Each share of our common stock that you own entitles you to one vote.

How Do I Vote?

Whether you plan to attend the annual meeting or not, we urge you to vote by proxy. All shares represented by
valid proxies that we receive through this solicitation, and that are not revoked, will be voted in accordance with
your instructions on the proxy card or as instructed via the Internet or telephone. You may specify whether your
shares should be voted FOR or WITHHELD for each nominee for director and whether your shares should be voted
for, against or abstain with respect to each of the other proposals. If you properly submit a proxy without giving
specific voting instructions, your shares will be voted in accordance with our board of directors’ recommendations
as noted below. Voting by proxy will not affect your right to attend the annual meeting.

If your shares are registered directly in your name through our stock transfer agent, Continental Stock Transfer
Company, or you have stock certificates registered in your name, you may vote:

• By Internet or by telephone. Follow the instructions included in the Notice or, if you received printed
materials, in the proxy card to vote over the Internet or by telephone.

• By mail. If you received a proxy card by mail, you can vote by mail by completing, signing, dating and
returning the proxy card as instructed on the card. If you sign the proxy card but do not specify how you
want your shares voted, they will be voted in accordance with our board of directors’ recommendations as
noted below.

• At the time of the virtual annual meeting. If you attend the virtual annual meeting, you may vote your
shares online at the time of the meeting.

Telephone and Internet voting facilities for stockholders of record will be available 24 hours a day and will
close at 11:59 p.m. ET on June 5, 2023.

If your shares are held in “street name” (held in the name of a bank, broker or other holder of record), you will
receive instructions from the holder of record. You must follow the instructions of the holder of record in order for
your shares to be voted. Telephone and Internet voting also will be offered to stockholders owning shares through
certain banks and brokers. If your shares are not registered in your own name and you plan to vote your shares at the
time of the virtual annual meeting, you should contact your broker or agent to obtain a legal proxy or broker’s proxy
card and vote your shares online at the time of the annual meeting.

How Does Our Board of Directors Recommend that I Vote on the Proposals?

Our board of directors recommends that you vote as follows:

 ☐
 

“FOR” the election of the nominees for director;

 ☐
 

“FOR” the approval of an amendment to our Amended and Restated Certificate of Incorporation, as
amended (the “Charter”), to reflect new Delaware law provisions regarding officer exculpation
(the “Certificate of Amendment”);

 ☐
 

“FOR” the compensation of our named executive officers, as disclosed in this proxy statement; and

 ☐
 

“FOR” the ratification of the selection of Deloitte & Touche LLP as our independent registered public
accounting firm for our fiscal year ending December 31, 2023.

If any other matter is presented at the annual meeting, your proxy provides that your shares will be voted by the
proxy holder listed in the proxy in accordance with his or her best judgment. At the time this proxy statement was
first made available, we knew of no matters that needed to be acted on at the annual meeting, other than those
discussed in this proxy statement.

3
 



TABLE OF CONTENTS

May I Change or Revoke My Proxy?

If you give us your proxy, you may change or revoke it at any time before the annual meeting. You may change
or revoke your proxy in any one of the following ways:

 ☐
 

if you received a proxy card, by signing a new proxy card with a date later than your previously delivered
proxy and submitting it as instructed above;

 ☐
 

by re-voting by Internet or by telephone as instructed above;

 ☐
 

by notifying Hydrofarm’s Corporate Secretary in writing before the annual meeting that you have revoked
your proxy; or

 ☐
 

by attending the annual meeting and voting at the meeting. Attending the annual meeting will not in and of
itself revoke a previously submitted proxy. You must specifically request at the annual meeting that it be
revoked.

Your most current vote, whether by telephone, Internet or proxy card is the one that will be counted.

What if I Receive More Than One Notice or Proxy Card?

You may receive more than one Notice or proxy card if you hold shares of our common stock in more than one
account, which may be in registered form or held in street name. Please vote in the manner described above under
“How Do I Vote?” for each account to ensure that all of your shares are voted.

Will My Shares be Voted if I Do Not Vote?

If your shares are registered in your name or if you have stock certificates, they will not be counted if you do
not vote as described above under “How Do I Vote?” If your shares are held in street name and you do not provide
voting instructions to the bank, broker or other nominee that holds your shares as described above, the bank, broker
or other nominee that holds your shares has the authority to vote your unvoted shares only on the ratification of the
appointment of our independent registered public accounting firm (Proposal 2 of this proxy statement) without
receiving instructions from you. Therefore, we encourage you to provide voting instructions to your bank, broker or
other nominee. This ensures your shares will be voted at the annual meeting and in the manner you desire. A “broker
non-vote” will occur if your broker cannot vote your shares on a particular matter because it has not received
instructions from you and does not have discretionary voting authority on that matter or because your broker
chooses not to vote on a matter for which it does have discretionary voting authority.

What Vote is Required to Approve Each Proposal and How are Votes Counted?

Proposal 1: Elect Directors The nominees for director who receive the most votes (also known as a
“plurality” of the votes cast) will be elected. You may vote either FOR all of the
nominees, WITHHOLD your vote from all of the nominees or WITHHOLD
your vote from any one or more of the nominees. Votes that are withheld will
not be included in the vote tally for the election of the directors. Brokerage
firms do not have authority to vote customers’ unvoted shares held by the firms
in street name for the election of the directors. As a result, any shares not voted
by a customer will be treated as a broker non-vote. Such broker non-votes will
have no effect on the results of this vote.

  
Proposal 2: Approve Certificate

of Amendment to Reflect
New Delaware Law
Provisions Regarding Officer
Exculpation

The affirmative vote of a majority of our outstanding common stock is required
to approve the Certificate of Amendment. Abstentions and broker non-votes, if
any, will be treated as votes against this proposal. Brokerage firms do not have
authority to vote customers’ unvoted shares held by the firms in street name for
the Certificate of Amendment. As a result, any shares not voted by a customer
will be treated as a broker non-vote.

  
Proposal 3: Consider Advisory

Vote on Compensation of the
Corporation’s Named
Executive Officers

The affirmative vote of a majority of the votes present or represented by proxy
and entitled to vote at the annual meeting is required to approve, on an advisory
basis, the compensation of our named executive officers, as described in this
proxy statement. Abstentions will have no effect on the results of this vote.
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Brokerage firms do not have authority to vote customers’ unvoted shares held
by the firms in street name on this proposal. As a result, any shares not voted by
a customer will be treated as a broker non-vote. Such broker non-votes will
have no effect on the results of this vote. Although the advisory vote is non-
binding, our board of directors and the compensation committee of our board of
directors (the “Compensation Committee”) will review the voting results and
take them into consideration when making future decisions regarding executive
compensation.

  
Proposal 4: Ratify Selection of

Independent Auditor
The affirmative vote of a majority of the shares cast for this proposal is required
to ratify the selection of our independent registered public accounting firm.
Abstentions will have no effect on the results of this vote. Brokerage firms have
authority to vote customers’ unvoted shares held by the firms in street name on
this proposal. If a broker does not exercise this authority, such broker non-votes
will have no effect on the results of this vote. We are not required to obtain the
approval of our stockholders to select our independent registered public
accounting firm. However, if our stockholders do not ratify the appointment of
Deloitte & Touche LLP as our independent registered public accounting firm
for 2023, our audit committee (the “Audit Committee”) of our board of
directors will reconsider its selection.

Is Voting Confidential?

We will keep all the proxies, ballots and voting tabulations private. We only let our Inspectors of Election,
Continental Stock Transfer Company, examine these documents. Management of the Company will not know how
you voted on a specific proposal unless it is necessary to meet legal requirements. We will, however, forward to
management any written comments you make on the proxy card or that you otherwise provide.

Where Can I Find the Voting Results of the Annual Meeting?

The preliminary voting results will be announced at the annual meeting, and we will publish preliminary, or
final results if available, in a Current Report on Form 8-K within four business days of the annual meeting. If final
results are unavailable at the time we file the Form 8-K, then we will file an amended report on Form 8-K to disclose
the final voting results within four business days after the final voting results are known.

What Are the Costs of Soliciting these Proxies?

We will pay all of the costs of soliciting these proxies. Our directors and employees may solicit proxies in
person or by telephone, fax or email. We will pay these employees and directors no additional compensation for
these services. We will ask banks, brokers and other institutions, nominees and fiduciaries to forward these proxy
materials to their principals and to obtain authority to execute proxies. We will then reimburse them for their
expenses.

What Constitutes a Quorum for the Annual Meeting?

The presence, in person or by proxy, of the holders of a majority of the voting power of all outstanding shares
of our common stock entitled to vote at the annual meeting is necessary to constitute a quorum at the annual
meeting. Votes of stockholders of record who are present at the annual meeting in person or by proxy, abstentions,
and broker non-votes are counted for purposes of determining whether a quorum exists.

Attending the Annual Meeting

This year, our annual meeting will be held in a virtual meeting format only, at 11:00 a.m. ET on Tuesday,
June 6, 2023. To attend the virtual annual meeting, go to www.virtualshareholdermeeting.com/HYFM2023 shortly
before the meeting time, and follow the instructions for downloading the webcast. If you miss the annual meeting,
you can view a replay of the webcast at www.virtualshareholdermeeting.com until June 5, 2024. You need not attend
the annual meeting in order to vote.
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Householding of Annual Disclosure Documents

Some brokers or other nominee record holders may be sending you a single set of our proxy materials if
multiple Hydrofarm stockholders live in your household. This practice, which has been approved by the SEC, is
called “householding.” Once you receive notice from your broker or other nominee record holder that it will be
“householding” our proxy materials, the practice will continue until you are otherwise notified or until you notify
them that you no longer want to participate in the practice. Stockholders who participate in householding will
continue to have access to and utilize separate proxy voting instructions.

We will promptly deliver a separate copy of our Notice or if applicable, our proxy materials to you if you write
or call our Corporate Secretary at: Hydrofarm Holdings Group, Inc., 1510 Main Street, Shoemakersville,
Pennsylvania 19555 or (707) 765-9990. If you want to receive your own set of our proxy materials in the future or, if
you share an address with another stockholder and together both of you would like to receive only a single set of
proxy materials, you should contact your broker or other nominee record holder directly or you may contact us at the
above address and phone number.

Electronic Delivery of Company Stockholder Communications

Most stockholders can elect to view or receive copies of future proxy materials over the Internet instead of
receiving paper copies in the mail.

You can choose this option and save us the cost of producing and mailing these documents by:

• following the instructions provided on your Notice or proxy card;

• following the instructions provided when you vote over the Internet; or

• going to www.virtualshareholdermeeting.com/HYFM2023 and follow the instructions provided.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information with respect to the beneficial ownership of our common stock
as of March 31, 2023 for (a) the executive officers named in the Summary Compensation Table on page 24 of this
proxy statement, (b) each of our directors and director nominees, (c) all of our current directors and executive
officers as a group and (d) each stockholder known by us to own beneficially more than 5% of our common stock.
Beneficial ownership is determined in accordance with the rules of the SEC and includes voting or investment
power with respect to the securities. We deem shares of common stock that may be acquired by an individual or
group within 60 days of March 31, 2023 pursuant to the exercise of options or warrants or the vesting of restricted
stock units to be outstanding for the purpose of computing the percentage ownership of such individual or group, but
those shares are not deemed to be outstanding for the purpose of computing the percentage ownership of any other
person shown in the table. Except as indicated in footnotes to this table, we believe that the stockholders named in
this table have sole voting and investment power with respect to all shares of common stock shown to be
beneficially owned by them based on information provided to us by these stockholders. Percentage of ownership is
based on 45,362,276 shares of common stock outstanding on March 31, 2023.

 Shares Beneficially Owned

Name and Address of Beneficial Owner Number Percent

5%+ Stockholders:
 

  

BlackRock, Inc.(1) 2,788,840 6.1%

ETF Managers Group LLC(2)
 

2,447,695 5.4%

Directors and Named Executive Officers:
 

  

William Toler 1,408,232 3.1%

B. John Lindeman(3) 215,016 *

Mark Parker(4) 76,436 *

Susan P. Peters(5) 5,119 *

Patrick Chung 3,119 *

Renah Persofsky(6) 6,619 *

Richard D. Moss(7) 7,119 *

Melisa Denis 5,819 *

All directors and current executive officers as a group (9 persons) 1,733,016 3.8%

*
 

Represents beneficial ownership of less than 1% of the outstanding shares of our common stock.
(1)

 
The stockholder’s address is BlackRock, Inc., 55 East 52nd Street, New York, NY 10055. This information is based solely on a
Schedule 13G filed by BlackRock, Inc. with the SEC on February 1, 2023.

(2)
 

The stockholder’s address is ETF Managers Group LLC - 30 Maple Street, Suite 2, Summit, New Jersey 07091. ETF Managers Group LLC
(“ETF”) is an investment adviser, and various of its advisory clients have the right to receive or the power to direct the receipt of dividends
from, or the proceeds from the sale of, our common stock. No single such advisory client interest relates to more than five percent of the
class. This information is based solely on a Schedule 13G filed by ETF with the SEC on February 14, 2023.

(3)
 

Represents 198,260 shares of our common stock and 16,756 shares of common stock that will vest within 60 days of March 31, 2023.
(4)

 
Represents 32,562 shares of our common stock, 309 shares of common stock that will vest within 60 days of March 31, 2023 and 43,565
shares of common stock issuable upon the exercise of options.

(5)
 

Represents 3,000 shares of our common stock and 2,119 shares of our common stock issuable under deferred RSUs that will be settleable
by issuing shares of common stock within 60 days of March 31, 2023.

(6)
 

Represents 4,500 shares of our common stock and 2,119 shares of our common stock issuable under deferred RSUs that will be settleable
by issuing shares of common stock that will vest within 60 days of March 31, 2023.

(7)
 

Represents 5,000 shares of our common stock and 2,119 shares of our common stock issuable under deferred RSUs that will be settleable
by issuing shares of common stock within 60 days of March 31, 2023.
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MANAGEMENT AND CORPORATE GOVERNANCE

Our Board of Directors

Our amended and restated bylaws (the “Bylaws”) and our Charter provide that our business is to be managed
by or under the direction of our board of directors. Our board of directors is divided into three classes for purposes
of election. One class is elected at each annual meeting of stockholders to serve for a three-year term. Our board of
directors currently consists of six (6) members, classified into three (3) classes as follows: (1) Mr. William Toler and
Mr. Patrick Chung constitute Class I, with a term ending at the 2024 annual meeting; (2) Ms. Renah Persofsky and
Ms. Melisa Denis constitute Class II, with a term ending at the 2025 annual meeting; and (3) Mr. Richard D. Moss
and Ms. Susan P. Peters constitute Class III, with a term ending at the 2023 annual meeting.

On February 16, 2023, our board of directors accepted the recommendation of our nominating and corporate
governance committee (the “Nominating Committee”) and voted to nominate Mr. Moss and Ms. Peters for election
at the annual meeting for a term of three (3) years to serve until the 2026 annual meeting of stockholders, and until
their respective successors have been elected and qualified.

Set forth below are the names of the persons nominated for election as directors and those directors whose
terms do not expire this year, their ages as of March 31, 2023, their offices in the Company, if any, their principal
occupations or employment for at least the past five years, the length of their tenure as directors and the names of
other public companies in which such persons hold or have held directorships during the past five years.
Additionally, information about the specific experience, qualifications, attributes or skills that led to our board of
directors’ conclusion at the time of filing of this proxy statement that each person listed below should serve as a
director is set forth below:

Name Age Position with the Company

William Toler 63 Chairman of the Board and Chief Executive Officer
Patrick Chung 33 Director
Susan P. Peters 69 Director, Chairperson of Compensation Committee
Renah Persofsky 64 Director, Chairperson of Nominating Committee
Richard D. Moss 65 Director, Chairperson of Audit Committee and Mergers and Acquisitions

Committee
Melisa Denis 59 Director

Our board of directors has reviewed the materiality of any relationship that each of our directors has with us,
either directly or indirectly. Based upon this review, our board of directors has determined that the following
members of our board of directors are “independent directors” as defined by the Nasdaq Stock Market: Ms. Peters,
Ms. Persofsky, Mr. Chung, Mr. Moss and Ms. Denis.

The Board Diversity Matrix, below, provides the diversity statistics for our board of directors.

Board Diversity Matrix for Hydrofarm Holdings Group, Inc. 
 As of March 31, 2023

Total Number of Directors 6

 Female Male Non-Binary

Did Not
Disclose
Gender

Part I: Gender Identity
 

Directors 3 3 — —

Part II: Demographic Background
 

African American or Black — — — —

Alaskan Native or Native American — — — —

Asian — 1 — —

Hispanic or Latinx — — — —

Native Hawaiian or Pacific Islander — — — —

White 3 2 — —

Two or More Races or Ethnicities — — — —

LGBTQ+ —

Did Not Disclose Demographic Background —
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William Toler, Chairman of the Board and Chief Executive Officer

Mr. Toler has served as our Chairman of our board of directors and Chief Executive Officer since January 1,
2019. Prior to joining Hydrofarm in 2019, Mr. Toler was the Chief Executive Officer of Hostess Brands, Inc.
(Nasdaq: TWNK) (“Hostess”), a food and beverage company, from May 2014 to March 2018. Under his leadership,
Hostess successfully re-established the iconic Hostess brand as a leader within the sweet baked goods category,
returned the company to profitability and transitioned Hostess from a private to public company. Mr. Toler has over
35 years of executive leadership experience in supply chain management and consumer packaged goods, including
previously having served as Chief Executive Officer of AdvancePierre Foods, from September 2008 to August
2013, and President of Pinnacle Foods. He has also held executive roles at Campbell Soup Company, Nabisco and
Procter & Gamble. Mr. Toler served on the board of directors of Collier Creek Holdings from September 2018 to
September 2020, Hostess Brands from May 2014 to March 2018, AdvancePierre Foods from 2008 to 2013 and
Pinnacle Foods from 2007 to 2008. In addition, Mr. Toler has also served as a senior advisor at Oaktree Capital
Management, an investment management firm, from September 2013 to April 2014. Mr. Toler holds a B.A. in
Business Management and Economics from North Carolina State University. Mr. Toler was selected to serve as
Chairman of our board of directors because of his 35 years of executive leadership experience in supply chain
management and consumer packaged goods.

Susan P. Peters, Director

Ms. Peters has served as our director since November 10, 2020. Previously, she was the Senior Vice President
of Human Resources for General Electric Company (“GE”) from July 2013 until December 2017 after which she
retired following 38 years of service. In her role as Chief Human Resource Officer (“CHRO”), Ms. Peters was a
member of GE’s senior leadership team. From 2001 to 2007 Ms. Peters served as GE’s Vice President of Executive
Development and served as Chief Learning Officer since 2007. In her role as the CHRO, Ms. Peters oversaw all
aspects of the Human Resource function for GE’s workforce of approximately 325,000 employees in 175 countries.
She was responsible for all of GE’s talent acquisition, talent development, learning, compensation and benefits,
payroll, union relations, and security. Approximately 5,000 human resource employees worked under her leadership.
Ms. Peters was first appointed as an officer at GE in 1997. Ms. Peters was a founding member of the GE Women’s
Network and was also a member of the GE Foundation Board and the GE Pension Board. Ms. Peters also served on
the National Board of Directors of Girl Scouts of the USA from 2008 until 2017. She is currently a member of the
Loews Corporation (NYSE) board of directors. Ms. Peters received her B.A. from St. Mary’s College, Notre Dame
and her Masters in Education from the University of Virginia. Ms. Peters was selected to serve on our board of
directors because of her expertise in leadership and development and her experience serving as an officer of a global
industrial company.

Patrick Chung, Director

Mr. Chung has served as our director since November 10, 2020. Mr. Chung has served as Vice President of
Investments at CentreCourt since October 2022. Previously, Mr. Chung served as the Vice President of Finance at
Serruya Private Equity Inc. from March 2018 to October 2022. In this role, Mr. Chung oversaw financial reporting
and asset management for the fund, led the real estate investments team, and played a strategic role in the growth of
investee companies. Previously, Mr. Chung was the Director of Finance for Inside Edge Properties Ltd. from March
2017 to March 2018. From January 2015 to March 2017, Mr. Chung served as the Assistant Manager of Finance
Advisory for Deloitte. Prior to January 2015, Mr. Chung served as an Associate of Risk Assurance Services at
PricewaterhouseCoopers Canada. In December 2015, Mr. Chung was designated as a Chartered Professional
Accountant (“CPA”) by the Chartered Professional Accountants of Ontario. Mr. Chung received his Bachelor of
Accounting and Finance and Minor in Economics from the University of Waterloo in December 2011 and his
Masters of Accounting from the University of Waterloo in August 2012. Mr. Chung was selected to serve on our
board of directors because of his expertise in financial accounting and investment management.

Renah Persofsky, Director

Ms. Persofsky has served as our director since November 10, 2020. Ms. Persofsky has over 40 years of
business experience. Ms. Persofsky has served as the Chief Executive Officer of Strajectory Corp. since 2010 and as
an executive consultant of Canadian Imperial Bank of Commerce since 2011. Ms. Persofsky served as the
Chairwoman of BookJane Inc. from October 2016 to December 2021, a director of Tilray Brands, Inc. (f/k/a Aphria
Inc.) since October 2017 and the Vice Chairwoman and Lead Director since October 2019, the Chairwoman of
Green Gruff Inc.
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since July 2019, a director of Alkemy since April 2021 and a director of Greenlane Holdings (Nasdaq: GNLN) since
April 2022. Ms. Persofsky has also previously served as an executive consultant to many iconic brands including
Tim Hortons, Canadian Tire, Canada Post and Interac, and was an executive officer of the Bank of Montreal.
Ms. Persofsky previously co-chaired the Canadian Minister’s Advisory Committee on Electronic Commerce, as well
as served as a special advisor to the Minister of Foreign Affairs and Trade. Ms. Persofsky received her degree from
the Rotman School of Management at the University of Toronto. Ms. Persofsky was selected to serve on our board
of directors because of her global business and e-commerce expertise, and her experience with the cannabis industry.

Richard D. Moss, Director

Mr. Moss has served as our director since November 10, 2020. Mr. Moss served as Chief Financial Officer of
Hanesbrands Inc., a leading Fortune 500 apparel company, from October 2011 until October 2017, after which he
served in an advisory role at Hanesbrands until his retirement on December 31, 2017. Prior to his appointment as
Chief Financial Officer, Mr. Moss led several key financial functions, including treasury and tax, at Hanesbrands
from 2006 to 2011. From 2002 to 2005, Mr. Moss served as Vice President and Chief Financial Officer of Chattem
Inc., a leading marketer and manufacturer of branded over-the-counter health-care products, toiletries and dietary
supplements. Mr. Moss also previously served as a senior advisor to Nexo Capital Partners from January 2018 until
December 2020. Mr. Moss has served as a director of Winnebago Industries, Inc., a leading U.S. recreational vehicle
manufacturer since February 2017 and has served as a director of Nature’s Sunshine Products, Inc. since May 2018.
Mr. Moss received a B.A. and an M.B.A. from Brigham Young University. Mr. Moss was selected to serve on our
board of directors because of his significant financial and corporate governance experience, including experience
with public, consumer-oriented companies.

Melisa Denis, Director

Ms. Denis has served as our director since November 20, 2020. Ms. Denis is currently President of Miracle
Pointe Development, a real estate development company. Ms. Denis previously served as a partner at KPMG from
1998 to October 2020, including as National Tax Leader for Consumer Goods and as the leader of the Consumer and
Industrial Market for Dallas. Ms. Denis has served as a member of the Board of Regents for the University of North
Texas System since January 2020, an advisory board member of Women Corporate Directors since 2011, and a
board member of Enactus, a global non-profit, since 2019. Ms. Denis is a Certified Public Accountant and received
her degree in accounting and her Masters of accounting and tax from the University of North Texas. Ms. Denis was
selected to serve on our board of directors because of her significant financial and tax experience, including
experience with companies in the consumer goods industry.

Committees of our Board of Directors and Meetings

Meeting Attendance. During the fiscal year ending December 31, 2022, there were nine meetings of our board
of directors, and the various committees of our board of directors met a total of twenty-three times. No director
attended fewer than 75% of the total number of meetings of our board of directors and of committees of our board of
directors on which he or she served during the fiscal year ended December 31, 2022. Our board of directors has
adopted a policy under which each member of our board of directors makes every effort to but is not required to
attend each annual meeting of our stockholders.

Audit Committee. Our Audit Committee met six times during the fiscal year ended December 31, 2022. This
committee currently has three (3) members: Mr. Richard D. Moss (Chairperson), Ms. Renah Persofsky and
Ms. Melisa Denis. Our Audit Committee’s role and responsibilities are set forth in the Audit Committee’s written
charter and include the authority to retain and terminate the services of our independent registered public accounting
firm. In addition, the Audit Committee reviews annual financial statements, considers matters relating to accounting
policy and internal controls and reviews the scope of annual audits. All members of the Audit Committee satisfy the
current independence standards promulgated by the SEC and by the Nasdaq Stock Market, as such standards apply
specifically to members of audit committees. Our board of directors has determined that each of Mr. Moss and
Ms. Denis is an “audit committee financial expert,” as the SEC has defined that term in Item 407 of Regulation S-K.
Please also see the report of the Audit Committee set forth elsewhere in this proxy statement.

A copy of the Audit Committee’s written charter is publicly available on our website at
https://investors.hydrofarm.com/governance/documents-charters.
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Compensation Committee. The Compensation Committee met nine times during the fiscal year ended
December 31, 2022. This committee currently has two (2) members: Ms. Peters (Chairperson) and Mr. Chung. Our
Compensation Committee’s role and responsibilities are set forth in the Compensation Committee’s written charter
and includes reviewing, approving and making recommendations regarding our compensation policies, practices and
procedures to ensure that legal and fiduciary responsibilities of our board of directors are carried out and that such
policies, practices and procedures contribute to our success. Our Compensation Committee also administers our
2018 Equity Incentive Plan (the “2018 Plan”), 2019 Employee, Director and Consultant Equity Incentive Plan (the
“2019 Plan”) and 2020 Employee, Director and Consultant Equity Incentive Plan (the “2020 Plan”). The
Compensation Committee is responsible for the determination of the compensation of our chief executive officer,
and shall conduct its decision making process with respect to that issue without the chief executive officer present.
All members of the Compensation Committee qualify as independent under the definition promulgated by the
Nasdaq Stock Market.

Our Compensation Committee has adopted processes and procedures for determining executive and director
compensation. Generally, our Compensation Committee evaluates and approves our compensation practices for the
current year and determines compensation levels. The Compensation Committee annually evaluates the
Chief Executive Officer’s performance in light of relevant corporate goals and objectives, and approves, or
recommends to the board of directors for approval, the Chief Executive Officer’s compensation. For executives
other than the Chief Executive Officer, our Compensation Committee annually reviews and approves, or
recommends to the board of directors for approval, the compensation of such executive officers. Additionally, our
Compensation Committee annually reviews and approves, or recommends to the board of directors for approval, the
compensation of our directors, including with respect to any equity-based plans. The enumerated processes and
procedures of our Compensation Committee are included in our Compensation Committee’s written charter, which
is publicly available on our website at: https://investors.hydrofarm.com/governance/documents-charters.

It is the Compensation Committee’s policy that the chairperson of the Compensation Committee or the full
Compensation Committee pre-approve any additional services provided to management by our independent
compensation consultant. In fiscal year 2021, Korn Ferry did work for the Compensation Committee as well as
management. The Compensation Committee has assessed the independence of Korn Ferry pursuant to SEC rules
and concluded that Korn Ferry’s work for the Compensation Committee does not raise any conflict of interest.

Nominating and Corporate Governance Committee. Our Nominating Committee met two times during the
fiscal year ended December 31, 2022. This committee currently has two (2) members: Ms. Persofsky (Chairperson)
and Mr. Chung. Our board of directors has determined that all members of the Nominating Committee qualify as
independent under the definition promulgated by the Nasdaq Stock Market. The Nominating Committee’s
responsibilities are set forth in the Nominating Committee’s written charter and include:

• evaluating and making recommendations to the full board of directors as to the composition, organization
and governance of our board of directors and its committees,

• evaluating and making recommendations as to director candidates,

• evaluating current board members’ performance,

• overseeing the process for Chief Executive Officer and other executive officer succession planning, and

• developing and recommending governance guidelines for the Company.

Generally, our Nominating Committee considers candidates recommended by stockholders as well as from
other sources such as other directors or officers, third party search firms or other appropriate sources. Once
identified, the Nominating Committee will evaluate a candidate’s qualifications in accordance with our Nominating
and Governance Committee Policy Regarding Qualifications of Directors appended to our Nominating Committee’s
written charter. Threshold criteria include: personal integrity and sound judgment, business and professional skills
and experience, independence, knowledge of our industry, possible conflicts of interest, diversity, the extent to
which the candidate would fill a present need on our board of directors, and concern for the long-term interests of
our stockholders. Our Nominating Committee has not adopted a formal diversity policy in connection with the
consideration of director nominations or the selection of nominees. However, our Nominating Committee will
consider issues of diversity among its members in identifying and considering nominees for director, and strive
where appropriate to achieve a diverse balance of backgrounds, perspectives, experience, age, gender, ethnicity and
country of citizenship on our board of directors and its committees.
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If a stockholder wishes to propose a candidate for consideration as a nominee for election to our board of
directors, it must follow the procedures described in our Bylaws and in “Stockholder Proposals and Nominations for
Director” at the end of this proxy statement. For any such recommendation to be properly brought before an annual
meeting, the stockholder must: (i) have given Timely Notice (as defined below) thereof in writing to the Corporate
Secretary of Hydrofarm, (ii) have provided any updates or supplements to such notice at the times and in the forms
required by the Bylaws and (iii) together with the beneficial owner(s), if any, on whose behalf the nomination or
business proposal is made, have acted in accordance with the representations set forth in the solicitation statement of
our Bylaws. For notice to be timely, a stockholder’s written notice shall be received by the Corporate Secretary at
the principal executive offices of the Company not later than the close of business on the ninetieth (90th) day nor
earlier than the close of business on the one hundred twentieth (120th) day prior to the one-year anniversary of the
preceding year’s annual meeting; provided, however, that in the event the annual meeting is first convened more
than thirty (30) days before or more than sixty (60) days after such anniversary date, or if no annual meeting were
held in the preceding year, notice by the stockholder to be timely must be received by the Corporate Secretary of the
Company not later than the close of business on the later of the ninetieth (90th) day prior to the scheduled date of
such annual meeting or the tenth (10th) day following the day on which public announcement of the date of such
meeting is first made (such notice within such time periods shall be referred to as “Timely Notice”). Such
stockholder’s Timely Notice shall set forth:

• all information relating to such person that would be required to be disclosed in a proxy statement or as
otherwise required, in each case, pursuant to Regulation 14A under the Exchange Act;

• certain biographical and share ownership information about the stockholder and any other proponent,
including a description of any derivative transactions in the Company’s securities;

• a description of certain arrangements and understandings between the proposing stockholder and any
beneficial owner and any other person in connection with such stockholder nomination; and

• a statement whether or not either such stockholder or beneficial owner intends to deliver a proxy statement
and form of proxy to holders of voting shares sufficient to carry the proposal.

The recommendation must also be accompanied by the following information concerning the proposed
nominee:

• certain biographical information concerning the proposed nominee;

• all information concerning the proposed nominee required to be disclosed in solicitations of proxies for
election of directors;

• certain information about any other security holder of the Company who supports the proposed nominee;

• a description of all relationships between the proposed nominee and the recommending stockholder or any
beneficial owner, including any agreements or understandings regarding the nomination; and

• additional disclosures relating to stockholder nominees for directors, including completed questionnaires
and disclosures required by our Bylaws.

A copy of the Nominating Committee’s written charter, including its appendices, is publicly available on our
website at https://investors.hydrofarm.com/governance/documents-charters.

Mergers and Acquisitions (M&A) Committee. Our M&A Committee was formed in April 2021 and met
six times during the fiscal year ended December 31, 2022. This committee currently has three (3) members:
Mr. Richard D. Moss (Chairperson), Ms. Renah Persofsky and Ms. Melisa Denis. Our M&A Committee’s role and
responsibilities include (i) reviewing our strategy regarding mergers, acquisitions, investments and dispositions of
material assets with our management, (ii) reviewing, approving or making recommendations to our board of
directors to approve, as appropriate, proposed mergers, acquisitions, investments or dispositions of material assets,
and (iii) overseeing the post-closing analysis of such transactions.

Compensation Committee Interlocks and Insider Participation

Our Compensation Committee has two (2) members: Ms. Susan P. Peters (Chairperson) and Mr. Patrick Chung.
None of the members of our Compensation Committee has at any time during the last fiscal year been one of our
officers or employees. None of our executive officers currently serves, or in the past fiscal year has served, as a
member of the board of directors or compensation committee of any entity that has one or more executive officers
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serving on our board of directors or Compensation Committee. For a description of transactions between us and
members of our Compensation Committee and affiliates of such members, please see the “Certain Relationships and
Related Person Transactions” section of this proxy statement.

Board Leadership Structure and Role in Risk Oversight

Our board of directors has responsibility for establishing broad corporate policies and reviewing our overall
performance rather than day-to-day operations. The primary responsibility of our board of directors is to oversee our
management and, in doing so, serve our best interests and the best interests of our stockholders. Our board of
directors selects, evaluates and provides for the succession of executive officers and, subject to stockholder election,
directors. It reviews and approves corporate objectives and strategies and evaluates significant policies and proposed
major commitments of corporate resources. Our board of directors also participates in decisions that have a potential
major economic impact on us. Management keeps the directors informed of company activity through regular
communication, including written reports and presentations at board of directors and committee meetings.

Our board of directors is currently chaired by Mr. William Toler, who also serves as our Chief Executive
Officer. We have not adopted a formal policy on whether the Chairman and Chief Executive Officer positions should
be separate or combined. However, we have determined that it is in our best interest and the best interest of our
stockholders to appoint Mr. Toler as our Chairman and Chief Executive Officer.

Effective risk oversight is an important priority of the board of directors. Because risks are considered in
virtually every business decision, the board of directors discusses risk throughout the year generally or in connection
with specific proposed actions. The board of directors’ approach to risk oversight includes understanding the critical
risks in our business and strategy, evaluating our risk management processes, allocating responsibilities for risk
oversight among the full board of directors, and fostering an appropriate culture of integrity and compliance with
legal responsibilities.

Our officers are appointed by our board of directors and hold office until they resign or are removed from office
by the board of directors. Ms. Peters, Ms. Persofsky, Mr. Chung, Mr. Moss and Ms. Denis qualify as independent
directors.

Stockholder Communications to our Board of Directors

Generally, stockholders who have questions or concerns should contact our Investor Relations department at
(707) 765-9990. However, any stockholders who wish to address questions regarding our business directly with our
board of directors, or any individual director, should direct his or her questions in writing to the Chairman of our
board of directors at Hydrofarm Holdings Group, Inc., 1510 Main Street, Shoemakersville, Pennsylvania 19555.
Communications will be distributed to our board of directors, or to any individual director or directors as
appropriate, depending on the facts and circumstances outlined in the communications. Items that are unrelated to
the duties and responsibilities of our board of directors may be excluded, such as:

• junk mail and mass mailings;

• resumes and other forms of job inquiries;

• surveys; and

• solicitations or advertisements.

In addition, any material that is unduly hostile, threatening, or illegal in nature may be excluded, in which case
it will be made available to any outside director upon request.
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Executive Officers

The following table sets forth certain information as of March 31, 2023 regarding our executive officers who
are not also directors.

Name Age Position

B. John Lindeman 53 Executive Vice President and Chief Financial Officer

Kevin O’Brien 43 Chief Accounting Officer

Mark Parker 63 Executive Vice President of Sales and Business
Development

B. John Lindeman, Executive Vice President and Chief Financial Officer

Mr. Lindeman has served as our Executive Vice President and Chief Financial Officer since March 2020. From
August 2015 until assuming his current role at Hydrofarm in March 2020, Mr. Lindeman served as Chief Financial
Officer and Corporate Secretary at Calavo Growers, Inc. (Nasdaq-GS: CVGW) (“Calavo”), a global avocado-
industry leader and expanding provider of valued-added fresh food, where he was responsible for the finance,
accounting, IT and human resource functions. Prior to joining Calavo, Mr. Lindeman held various leadership
positions within the finance and investment banking industries, including serving as managing director at Sageworth
Trust Company, a family office and private trust company, from March 2015 to July 2015, managing director and
co-head of the consumer and retail group at Janney Montgomery Scott from August 2009 to March 2015, managing
director at Stifel, Nicolaus & Co., Inc. from December 2005 to August 2009 and principal at Legg Mason from
October 1999 to December 2005. Prior to joining Legg Mason, he was a Manager at PricewaterhouseCoopers LLP
from August 1996 to October 1999. Mr. Lindeman has also served as a director of Utz Brands, Inc. (NYSE: UTZ)
since September 2020. Mr. Lindeman is a Chartered Financial Analyst and holds a B.S. in Business Administration
from the University of Mary Washington.

Kevin O’Brien, Chief Accounting Officer

Mr. O’Brien has served as our Chief Accounting Officer since March 2022. Prior to joining Hydrofarm,
Mr. O’Brien served as the Chief Accounting Officer of CPI Card Group Inc. (Nasdaq: PMTS) since April 2018.
Mr. O’Brien previously served as the Director of Corporate Accounting and SEC Reporting at the same company
from March 2016 until April 2018. Mr. O’Brien has 20 years of accounting experience, including serving as a Senior
Audit Manager at Deloitte & Touche LLP. Mr. O’Brien is a Colorado Certified Public Accountant and received a
Bachelor of Science in Business with an emphasis in Accounting from University of Colorado and a Master of
Science with an emphasis in Accounting from the same institution.

Mark Parker, Executive Vice President of Sales and Business Development

Mr. Parker has served as our Executive Vice President of Sales and Business Development since February
2022. Mr. Parker has over 30 years of experience in sales and marketing, and leading complex integration projects in
multiple industries, in particular with consumer packaging goods. From May 2019 until February 2022, Mr. Parker
served as our Senior Vice President of Business Development. Prior to joining Hydrofarm, Mr. Parker was the
founder and Chief Executive Officer of iQ Solutions, where he spent nine years assisting organizations in
commercialization efforts focused on sales and marketing. Mr. Parker also previously served as Senior Vice
President of Trade Marketing, U.S. Soup Division, for Campbell Soup Company (CPB, NYSE), where he
introduced innovative initiatives as “Soup to Go” (convenience in a package) and iQ Shelf, an in-store approach to
simplify consumer shopping experience and drive mutual share growth. Mr. Parker holds a B.S. in Economics from
Wingate University.

14
 



TABLE OF CONTENTS

Compensation Discussion and Analysis

We qualify as a “smaller reporting company” under the rules promulgated by the SEC, and we have elected to
comply with the disclosure requirements applicable to smaller reporting companies. Accordingly, this executive
compensation summary is not intended to meet the “Compensation Discussion and Analysis” disclosure required of
larger reporting companies. This section provides an overview of our executive compensation philosophy and
objectives, discusses our executive compensation policies and analyzes how and why our Compensation Committee
arrived at specific compensation decisions for the fiscal year ended December 31, 2022 (“fiscal 2022”) for the
individuals who served as our principal executive officer and our two other most highly compensated executive
officers as of December 31, 2022, collectively referred to as our “named executive officers.”

Our named executive officers for fiscal 2022 are:

Name Position(s)

William Toler Chairman of the Board & Chief Executive Officer (principal executive officer)
B. John Lindeman Executive Vice President and Chief Financial Officer
Mark S. Parker(1) Executive Vice President of Sales and Business Development

(1)
 

Mr. Parker was appointed as our Executive Vice President of Sales and Business Development in February 2022 and previously served as
our Senior Vice President of Integration and Planning.

Executive Summary

Our Fiscal 2022 Performance

As discussed elsewhere in this proxy statement and in our Annual Report on Form 10-K for the year ended
December 31, 2022, fiscal 2022 was challenging for us as well as for the broader hydroponics and cannabis
industries. For the year ended December 31, 2022, our net sales and gross profit decreased approximately 28% and
approximately 71%, respectively, as compared to the year ended December 31, 2021. Despite these challenges, we
generated cash flow from operating activities for fiscal 2022 of $22 million.

During the quarter ended December 31, 2022, we began a restructuring plan to streamline our operations,
reduce costs and improve efficiencies. Our major initiatives include (i) narrowing our product and brand portfolio
and (ii) relocating and consolidating certain manufacturing and distribution centers including headcount reductions
and reorganization to drive a solution based approach. We are focusing commercial sales on competencies and
product assortment gained from our recent acquisitions.

Fiscal 2022 Executive Compensation Highlights

When making executive compensation decisions, our Compensation Committee has carefully considered our
significant corporate achievements and our rapid transformation as a public company. As we have grown and our
business has transformed, our compensation programs have evolved to match. As such, our compensation has been
varied and our practices may differ from the practices of public companies that have been operating for longer
periods.

We carefully evaluate our compensation arrangements and develop programs that we feel are most appropriate
to drive results for our company and our stockholders, and we make changes to move our company forward and
ensure that our pay program aligns our executives’ compensation with our stockholders’ interests and our
performance over the long term.

Consistent with our executive compensation philosophies and objectives, in establishing 2022 compensation for
our named executive officers, our Compensation Committee considered each named executive officer’s prior
performance and relevant market data. For 2022, our Compensation Committee made the following decisions with
respect to the compensation of our named executive officers:

• Base Salary: Except for an increase in Mr. Parker’s base salary from $300,000 to $330,000 in connection
with his promotion to Executive Vice President of Sales and Business Development in February 2022, we
did not increase base salaries during fiscal 2022 for our named executive officers.

• Annual Incentive Bonus: We did not increase annual incentive bonuses during fiscal 2022 for our named
executive officers.

• Long-Term Equity Awards: We granted equity awards to each of our named executive officers in fiscal
2022.

15
 



TABLE OF CONTENTS

Our Compensation Philosophy and Guiding Principles

Our compensation philosophy is to implement a competitive compensation program that enables us to attract,
motivate, reward and retain high-performing executives who are capable of creating and sustaining value for our
stockholders over the long term. In addition, the executive compensation program is designed to provide a fair and
competitive compensation opportunity that appropriately rewards executives for their contributions to our success.
As part of its oversight responsibility, the Compensation Committee considers the impact of our risk profile and
seeks to maintain a balanced compensation program that does not incentivize undue or inappropriate risks that are
reasonably likely to have a material adverse effect on us.

The following table summarizes executive compensation practices that we have implemented and those that we
avoid, ensuring that our executive pay program rewards long-term commitment to our Company’s success.

What We Do What We Do Not Do

✔ We focus on pay-for-performance by emphasizing 
    performance-based incentive opportunities. 

 ✔ We set clear financial goals that we believe are 
    challenging yet achievable, meet or exceed 

    competitive standards and are aligned with 
    business objectives to enhance stockholder value 

    over time.
 ✔ We focus on both long-term and short-term 

    incentives to align our executive officers’ 
    performance goals with our overall performance.

 ✔ We use multiple performance metrics for incentive 
    compensation to better align incentives with 

    overall company performance.
 ✔ We benchmark our executive officers’ 

    compensation against an appropriate peer group
 ✔ We require executive officers to maintain 

   prescribed stock ownership levels.
 ✔ We monitor our pay practices on an ongoing basis 

    to ensure they do not encourage excessive risk 
    taking.

✘ We do not offer perquisites that are not aligned 
    with market practices. 

 ✘ We do not permit executive officers or directors to 
    engage in hedging, pledging, or similar types of 

    transactions with respect to our stock. 
 ✘ We do not permit backdating or repricing of stock 

    options. 
 ✘ We do not guarantee salary increases for our 

    executive officers. 
 ✘ We do not use the same performance measures for 

   short-term and long-term incentives to ensure our 
    executive officers focus on both short-term and 

    long-term goals.
 ✘ We do not provide excise tax gross-ups.

Determination of Executive Compensation

Role of the Compensation Committee

Our Compensation Committee is appointed by the Board to assist with the Board’s oversight responsibilities
with respect to the Company’s compensation and benefit plans, policies and programs, administration of Company
equity plans and its responsibilities related to the compensation of the Company’s executive officers, directors, and
senior management. Our Compensation Committee meets periodically throughout the year to manage and evaluate
our executive compensation program and to determine (sometimes subject to final Board approval) the principal
components of compensation (base salary, performance incentive, and equity awards) for our executive officers.
Such determinations are generally made on an annual basis; however, decisions may occur at other times for new
hires, promotions or other special circumstances as our Compensation Committee deems appropriate. Our
Compensation Committee does not delegate authority to approve compensation of our named executive officers.

Our Compensation Committee, alongside our human resources leadership, has developed and maintains a clear
compensation philosophy that includes a short-term and long-term incentive plan, both considered discretionary and
detailed below.

Our Compensation Committee works with and receives information and analyses from management, including
within our legal, finance, and human resources departments, and considers such information and analyses when
determining the structure and amount of compensation to be paid to our executive officers, including our named
executive officers. Our Compensation Committee retains the final authority to make all compensation decisions.
While our Chief Executive Officer discusses his recommendations with the Compensation Committee, he does not
participate in the deliberations concerning, or the determination of, his own compensation.
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From time to time, various other members of management and other employees as well as outside advisors or
consultants may be invited by the Compensation Committee to make presentations, provide financial or other
background information or advice or otherwise participate in Compensation Committee or board of directors
meetings. The Compensation Committee’s responsibilities regarding executive compensation are further described
in the “Management and Corporate Governance” section of this proxy statement. The enumerated processes and
procedures of our Compensation Committee are included in our Compensation Committee’s written charter, which
is publicly available on our website at: https://investors.hydrofarm.com/governance/documents-charters.

External Compensation Consultant

Our Compensation Committee is authorized to engage a compensation consultant, legal counsel, experts or
other advisors in its sole discretion. While it has in the past retained Korn Ferry as compensation consultant, during
fiscal 2022, our Compensation Committee did not retain a compensation consultant.

Elements of Named Executive Officer Compensation

For fiscal 2022, the principal components of compensation for our named executive officers consisted of:

• Annual base salary;

• Annual incentive bonuses; and

• Long-term equity awards.

Annual Base Salary

We provide our named executive officers with base salary to compensate them for services rendered during the
year. Generally, the base salaries reflect the experience, skills, knowledge and responsibilities required of each
executive officer as well as the overall performance and contributions of each executive officer. The annual base
salaries of our named executive officers for fiscal 2022 are listed below. Except as noted below, each base salary was
effective for the full fiscal 2022.

Executive Fiscal 2022 Base Salary ($)
Percentage Increase in Base 

 Salary from Fiscal 2021

William Toler 600,000 0%

B. John Lindeman 475,000 0%

Mark S. Parker 330,000(1) 10%

(1)
 

Mr. Parker was appointed as our Executive Vice President of Sales and Business Development in February 2022 with a base salary of
$330,000. Prior to this, he served as our Senior Vice President of Integration and Planning at a base salary of $300,000 which was in effect
until February 2022.

During its review of base salaries for executives, our Compensation Committee primarily considers:

• the negotiated terms of each named executive officer’s employment agreement, if any;

• an internal review of the named executive officer’s compensation, both individually and relative to other
named executive officers;

• base salaries paid by comparable companies that have a similar business and financial profile; and

• our overall financial performance.

Salary levels are considered annually as part of the company’s performance review process. Merit-based
increases to salaries are based on management’s assessment of the individual’s performance, the recommendations
made by our Chief Executive Officer to the Compensation Committee, and the comparative compensation at peer
companies. The factors used in determining increases in base salary include individual performance, changes in role
and/or responsibility and changes in the competitive market environment.

Annual Incentive Bonuses

Our named executive officers are eligible to receive an annual incentive bonus based on the satisfaction of
individual and company objectives established by our board of directors. These objectives may include
individualized
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goals or company-wide goals that relate to operational, strategic or financial factors. For fiscal 2022, Mr. Toler was
eligible for an annual incentive bonus equal to 100% of his base salary, Mr. Lindeman was eligible for an annual
incentive bonus equal to 50% of his base salary and Mr. Parker was eligible for an annual incentive bonus equal to
50% of his base salary.

Long-term Equity Awards

Our Compensation Committee believes that equity awards are a key component of our executive compensation
program because they help us attract, motivate and retain executive talent. In connection with our IPO, we adopted
the 2020 Plan, which enables us to grant restricted stock units, stock options, performance-based awards and other
stock-based awards to employees, directors, consultants and other individuals who provide services to us and our
affiliates, and to subject those awards to vesting requirements in order to promote a long-term perspective.

Since our IPO, we have granted equity compensation to our executive officers primarily in the form of
restricted stock unit (RSU) awards and performance stock unit (PSU) awards (collectively, “stock awards”), and all
equity awards granted to our named executive officers in fiscal 2022 consisted of stock awards. The Compensation
Committee believes that stock awards align our named executive officers’ interests with those of our stockholders by
providing a return directly in line with our stock price and minimizing any incentive for short-term risk-taking at the
expense of realizing long-term value. Stock awards encourage retention through vesting over the recipient’s
continued employment with us over a multi-year period, minimize dilution to stockholders, and are the predominant
type of equity award utilized by the peer companies with whom we compete for talent.

Historically, our Compensation Committee has granted equity awards in connection with new hires and for
retention as we continue to grow. All required approvals are obtained in advance of or on the actual grant date. The
timing of equity award grants to our executive officers is not coordinated in a manner that intentionally benefits our
executive officers.

Potential Payments Upon Termination or Change in Control

Employment Agreements

Our employment arrangements with our named executive officers provide for payments and other benefits in
connection with certain qualifying terminations of employment. Our Compensation Committee believes that these
severance benefits help secure the continued employment and dedication of our named executive officers and are
important as a recruitment and retention device, as many of the companies with which we compete for executive
talent have similar agreements in place for their senior management.

William Toler

Pursuant to Mr. Toler’s employment agreement, if Mr. Toler is terminated by us without Cause or resigns for
Good Reason (as such terms are defined in the employment agreement), he will be entitled to the following benefits:

• Cash Severance: a lump sum payment equal to the greater of $250,000 or six months of then-effective
salary.

• COBRA Severance: reimbursement for COBRA expenses until the earliest to occur of (i) the six-month
anniversary of termination or resignation, (ii) the date of obtaining health care coverage from another
source and (iii) the date on which COBRA benefits expire.

• Accelerated Vesting: immediate and automatic vesting of all unvested RSU awards and stock options that
by their terms vest over the twelve-month period following termination or resignation.

• Accrued Amounts: payment of all accrued salary, accrued bonus, unused vacation, earned but unpaid
bonus amounts and reimbursement for any unreimbursed business expenses.

If Mr. Toler is terminated by us for Cause or without Good Reason, or if Mr. Toler is terminated as a result of
death or disability, he will not be entitled to the benefits listed above with the exception of the “Accrued Amounts.”
All severance benefits, regardless of whether Mr. Toler is terminated for Cause or resigns for Good Reason, are
contingent on Mr. Toler agreeing to release all claims in favor of us and complying with the non-competition and
non-solicitation provisions of his employment agreement.

B. John Lindeman

Pursuant to Mr. Lindeman’s offer letter, if Mr. Lindeman’s employment is terminated, Mr. Lindeman will (i) be
paid cash severance of an amount equal to the greater of (x) $237,500 or (y) six months of his base salary in effect
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as of the date of separation and (ii) have all unvested equity awards held by him which vest over the twelve month
period following his termination immediately vest and forfeit all other unvested equity awards. Also pursuant to
Mr. Lindeman’s offer letter, if Mr. Lindeman’s employment is terminated, his initial award of restricted stock units,
which was equal to 1.75% of the Company at the time, will forward vest over twelve months following his
termination.

Mark Parker

Pursuant to Mr. Parker’s offer letter, if Mr. Parker’s employment is terminated by us without cause or by
Mr. Parker for good reason and such termination is considered a “Separation from Service” as defined by Treasury
Regulation Section 1.409A-1(h), Mr. Parker will, subject to his execution of a release of claims within 45 days of
termination, (i) be paid cash severance of an amount equal to six months of his base salary in effect as of the date of
separation and (ii) be reimbursed for COBRA expenses until the earliest to occur of (x) the six-month anniversary of
termination or resignation, (y) the date of obtaining health care coverage from another source and (z) the date on
which COBRA benefits expire.

Equity Incentive Plans

The Company maintains three equity incentive plans: the 2018 Plan, the 2019 Plan and the 2020 Plan
(collectively, “Incentive Plans”). The 2020 Plan serves as the successor to the 2019 Plan and 2018 Plan and provides
for the issuance of incentive stock options, stock grants and stock-based awards to employees, directors, and
consultants of the Company. No further awards will be issued under the 2018 Plan and 2019 Plan.

Change of Control Under the Incentive Plans

Under our 2018 Plan, upon a merger or other reorganization event, the board of directors may, in its sole
discretion, take any one or more of the following actions pursuant to the plan, as to some or all outstanding awards:

• provide that all outstanding options shall be assumed or substituted by the successor corporation, or in the
event that such outstanding options are not assumed or substituted by the successor corporation, such
options shall become fully vested and exercisable or payable and all applicable restrictions or forfeiture
provisions shall lapse;

• all performance-based awards earned and outstanding shall be payable in full in accordance with the
payout schedule in the award instrument; and

• in lieu of the foregoing, all performance-based awards may also be terminated by the board of directors, in
its sole discretion, and the holder shall receive a cash payment equal to the consideration payable upon
consummation of such transaction to a holder of the number of shares of common stock comprising such
award.

Under each of the 2019 Plan and the 2020 Plan, upon a merger or other reorganization event, the board of
directors may, in its sole discretion, take any one or more of the following actions pursuant to the plans, as to some
or all outstanding awards:

• provide that all outstanding options shall be assumed or substituted by the successor corporation;

• upon written notice to a participant, provide that the participant’s unexercised options will terminate
immediately prior to the consummation of such transaction unless exercised by the participant;

• in the event of a merger pursuant to which holders of our common stock will receive a cash payment for
each share surrendered in the merger, make or provide for a cash payment to the participants equal to the
difference between the merger price times the number of shares of our common stock subject to such
outstanding options, and the aggregate exercise price of all such outstanding options, in exchange for the
termination of such options;

• provide that outstanding awards shall be assumed or substituted by the successor corporation, become
realizable or deliverable, or restrictions applicable to an award will lapse, in whole or in part, prior to or
upon the merger or reorganization event; and

• with respect to stock grants and in lieu of any of the foregoing, the board of directors or an authorized
committee may provide that, upon consummation of the transaction, each outstanding stock grant shall be
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terminated in exchange for payment of an amount equal to the consideration payable upon consummation
of such transaction to a holder of the number of shares of common stock comprising such award (to the
extent such stock grant is no longer subject to any forfeiture or repurchase rights then in effect or, at the
discretion of our board of directors or an authorized committee, all forfeiture and repurchase rights being
waived upon such transaction).

Termination Under the Incentive Plans

Options granted under our 2018 Plan are subject to modification in the event of termination as follows (in each
case subject to any modifications made by the plan administrator):

• All unvested but exercisable options shall expire upon termination.

• All vested and exercisable options shall expire on the earliest of (i) if termination is not for Cause (as
defined in the 2018 Plan), death or disability, three months following termination, (ii) if termination is due
to death or disability, one year following termination and (iii) the last day of the original term of the
option.

• If the participant dies following termination but has otherwise exercisable options, these options shall
expire on the earlier of (i) the last day of the original term of the option and (ii) the one-year anniversary
of death.

• If termination is for Cause, all options, regardless of vesting status, shall automatically and immediately
expire and terminate.

• If an option is otherwise exercisable but the issuance of common stock upon its exercise would violate
federal or state securities laws, following termination the option will remain exercisable until the earlier of
(i) the last day of the original term of the option and (ii) three months following the date when issuance no
longer violates securities laws.

• An option designated as an incentive stock option shall cease to qualify for favorable tax treatment as an
incentive stock option to the extent it is exercised (i) more than three months after termination if
termination was for reasons other than death or disability, (ii) more than one year after termination if
termination was by reason of disability, or (iii) more than six months following the first day of a leave of
absence that exceeds three months (unless reemployment rights are guaranteed).

Options granted under our 2019 Plan and our 2020 Plan are generally subject to modification in the event of
termination as follows (subject to limited exceptions and unless otherwise specified in the relevant option
agreement):

• Termination not for Cause (as defined in each Incentive Plan), death or disability: Participants may
continue to exercise any exercisable options until the last day of the original term of such options.
However, participants who reside in California must be able to exercise options at least until the earlier of
(i) 30 days following termination and (ii) the last day of the original option term. Under the 2020 Plan, no
option intended to be an ISO may be exercised more than three months following termination.

• Termination for Cause: All unexercised options will be immediately forfeited.

• Termination due to disability: All exercisable options may be exercised for one year following termination.
If exercise rights accrue periodically, any vesting rights that would have accrued as of the next vesting date
will be prorated as of the date of termination. However, participants who reside in California may only
exercise options until the earlier of (i) six months from termination and (ii) the last day of the original
option term.

• Termination due to death: All exercisable options may be exercised by the participant’s survivors for one
year following death. If exercise rights accrue periodically, any vesting rights that would have accrued as
of the next vesting date will be prorated as of the date of death. However, survivors of participants who
resided in California may only exercise options until the earlier of (i) six months from death and (ii) the
last day of the original option term.

Stock awards granted under our 2019 Plan and our 2020 Plan are generally subject to modification in the event
of termination as follows (subject to limited exceptions and unless otherwise specified in the relevant agreement):
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• Termination not for Cause (as defined in each Incentive Plan), death or disability: The Company shall have
the right to cancel or repurchase the number of shares subject to the participant’s stock awards until the
Company’s forfeiture or repurchase rights lapse under the respective agreement.

• Termination for Cause: All shares subject to a participant’s stock awards that remain subject to forfeiture
shall be immediately forfeited to the Company.

• Termination due to disability: If the Company’s forfeiture or repurchase rights have not lapsed, the
Company may still exercise such rights. If such rights lapse periodically, they will lapse pro rata as of the
date of disability.

• Termination due to death: If the Company’s forfeiture or repurchase rights have not lapsed, the Company
may still exercise such rights. If such rights lapse periodically, they will lapse pro rata as of the date of
death.

If a participant is terminated for any reason and the participant has been granted stock awards but has not
accepted them or paid any required purchase price, the stock award shall terminate.

Under our standard forms of RSU agreement and PSU agreement, under our Incentive Plans, if a participant’s
employment ceases for any reason prior to a vesting date, all unvested RSUs and/or PSUs shall, subject to the
exceptions noted above, immediately be forfeited, and the relevant RSU agreement and/or PSU agreement shall
terminate.

Other Features of Our Executive Compensation Program

401(k) Plan, Welfare and Health Benefits

We maintain a tax-qualified retirement plan that provides eligible U.S. employees, including our named
executive officers, with an opportunity to save for retirement on a tax-advantaged basis. Eligible employees may
make voluntary contributions from their eligible pay, up to certain applicable annual limits set by the Internal
Revenue Code of 1986, as amended (the “Code”). We have the ability to make matching and discretionary
contributions to the 401(k) plan. Currently, we match contributions up to $2,000 annually. The 401(k) plan is
intended to be qualified under Section 401(a) of the Code with the 401(k) plan’s related trust intended to be tax
exempt under Section 501(a) of the Code. As a tax-qualified retirement plan, contributions to the 401(k) plan are
deductible by us when made and contributions and earnings on those amounts are not generally taxable to the
employees until withdrawn or distributed from the 401(k) plan.

In addition, we provide other benefits to our executive officers, including the named executive officers, on the
same basis as to all of our full-time employees. These benefits include, but are not limited to, medical, dental, vision,
life, disability and accidental death and dismemberment insurance plans. We pay the premiums for the life, disability
and accidental death and dismemberment insurance for all of our employees, including our named executive
officers. Our employee benefits programs are designed to be affordable and competitive in the market in which we
compete for talent.

Perquisites and Other Personal Benefits

Currently, we do not view perquisites or other personal benefits as a significant component of our executive
compensation program. Accordingly, we do not generally provide perquisites or other personal benefits to our
executive officers, including the named executive officers, except in situations where we believe it is appropriate to
assist an individual in the performance of his or her duties, to make our executive officers more efficient and
effective, for recruitment and retention purposes or to ensure their safety and security.

In the future, we may provide perquisites or other personal benefits in limited circumstances. All future
practices with respect to perquisites or other personal benefits will be approved and subject to periodic review by the
Compensation Committee.

Nonqualified Deferred Compensation

Our named executive officers did not participate in, or earn any benefits under, a non-qualified deferred
compensation plan sponsored by us during fiscal 2022.
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Other Compensation Policies and Practices

Stock Ownership Guidelines and Holding Requirements

All of our named executive officers and our senior leadership team are subject to stock ownership guidelines.
We instituted stock ownership guidelines in the interest of promoting and increasing equity ownership by our senior
executives and to further align our executives’ long-term interests with those of our stockholders. Although there is
no deadline set for executives to reach their ownership guidelines, our Compensation Committee monitors
ownership levels to confirm that executives are making sustained progress toward achievement of their ownership
guidelines.

The following table outlines the stock ownership guidelines for our executives.

Position Ownership Guidelines

Chairman of the Board and Chief Executive Officer 6x base salary

President and Chief Financial Officer 4x base salary

Senior Leadership Team 2x base salary

As of March 31, 2023, all of our named executive officers have met their current stock ownership requirements
or are making appropriate progress toward the ownership guidelines. The members of our senior leadership team are
also making appropriate progress toward the ownership guidelines. Shares held in a brokerage account, an account
with our transfer agent, an account with our stock plan administrator or in our 401(k) Plan, vested options, and any
vested and unvested stock awards, all count towards the ownership requirement. Shares subject to unvested options
or unearned performance shares, however, do not count toward the ownership guidelines. The value of the shares of
common stock held by an officer will be measured by the greater of the value of the shares at the (i) time acquired or
fully vested or (ii) the applicable annual measurement date, based on the twenty-day average closing price of our
common stock before that measurement date.

Hedging, Short Sales and Pledging Policies

Our Insider Trading Policy prohibits directors, executive officers and other “designated insiders” from
engaging in most transactions involving our common stock during periods, determined by us, that those individuals
are most likely to be aware of material, non-public information. Directors, executive officers and other designated
insiders subject to stock ownership guidelines must clear all their transactions in our common stock with our Chief
Financial Officer in advance. Additionally, it is our policy that directors, executive officers and designated insiders
are not permitted to hedge their ownership of Company securities, including (a) trading in publicly-traded options,
(b) selling any security of the Company “short” and (c) purchasing any financial instruments (including straddles,
collars or other similar risk reduction or hedging devices) or otherwise engaging in transactions that are designed to
or have the effect of offsetting any decrease in the market value of our securities.

Clawback Policy

Our Compensation Clawback Policy provides that our Compensation Committee may seek the recovery of any
incentive compensation paid to an executive when it determines, in its judgment, (i) that the executive engaged in
serious misconduct (including by failure to supervise a subordinate employee who engaged in serious misconduct)
and (ii) that such serious misconduct resulted in a material violation of law or Company policy, causing significant
financial or reputational harm to the Company. In October 2022, the SEC adopted final rules directing exchanges to
establish listing standards requiring listed companies to maintain clawback policies meeting certain conditions, and
Nasdaq proposed a set of such standards in February 2023. If and when necessary, we intend to amend our
Compensation Clawback Policy to reflect any changes required by the final Nasdaq standards.

Tax and Accounting Implications

Accounting for Stock-Based Compensation

Under Financial Accounting Standard Board ASC Topic 718 (“ASC 718”), we are required to estimate and
record an expense for each award of equity compensation over the vesting period of the award. We record share-
based compensation expense on an ongoing basis according to ASC 718. The accounting impact of our
compensation programs is one of many factors that our Compensation Committee considers in determining the
structure and size of our executive compensation programs.
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Deductibility of Executive Compensation

Although our Compensation Committee will continue to consider tax implications as one factor in determining
executive compensation, the Compensation Committee also looks at other factors in making its decisions and retains
the flexibility to provide compensation for the Company’s named executive officers in a manner consistent with the
goals of the Company’s executive compensation program and the best interests of the Company and its stockholders,
which may include providing for compensation that is not deductible by the Company due to the deduction limit
under Section 162(m). The Compensation Committee also retains the flexibility to modify compensation that was
initially intended to be exempt from the deduction limit under Section 162(m) if it determines that such
modifications are consistent with the Company’s business needs.

Risk Considerations

Our Compensation Committee, in cooperation with our management, reviewed our fiscal 2022 compensation
programs. The Compensation Committee believes that the mix and design of the elements of such programs do not
encourage our employees to assume excessive risks and accordingly are not reasonably likely to have a material
adverse effect on the Company. We have designed our compensation programs to be balanced so that our employees
are focused on both short and long-term financial and operational performance. Goals are appropriately set with
targets that encourage growth in the business, while doing so in a manner that encourages profitability.
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EXECUTIVE OFFICER AND DIRECTOR COMPENSATION

Summary Compensation Table

The following table contains information concerning the compensation during each of the years ended
December 31, 2022 and 2021 to persons covered by Item 402(m)(2) of Regulation S-K (the “named executive
officers”).

Name and 
 Principal Position Year

Salary 
 ($)

Bonus 
 ($)

Stock 
 Awards 
 ($)(1)

All Other 
 Compensation

($)(2)
Total 

 ($)

William Toler, 
Chairman of the Board and Chief Executive
Officer

 

2022 600,000 90,000 2,373,561 22,161 3,085,722

2021 573,846(3) 250,000 — 19,671 843,517

  
 

B. John Lindeman, 
Executive Vice President and Chief
Financial Officer

 

2022 475,000 35,625 1,096,986 31,407 1,639,018

2021 475,000 188,021 — 27,821 690,842

 
 

Mark Parker, 
 Executive Vice President of Sales and

Business Development(4)
 

2022 324,923(4) 22,500 643,836 31,407 1,022,666

(1)
 

The amounts reported in the “Stock Awards” column represent grant date fair value of the RSUs and PSUs granted to the named executive
officers during the fiscal years ended December 31, 2022 and 2021 as computed in accordance with FASB Accounting Standards
Codification Topic 718. Note that the amounts reported in this column reflect the accounting cost for these stock options and do not
correspond to the actual economic value that may be received by the named executive officers from the stock awards. Assumptions used in
the calculation of these amounts are included in Note 2 and Note 12 to the Consolidated Financial Statements in our Annual Report on
Form 10-K for the year ended December 31, 2022. The maximum aggregate grant date value of the PSUs, assuming that the highest level
of performance conditions will be achieved, is as follows: Mr. Toler – $345,005.06, Mr. Lindeman – $136,575.98 and Mr. Parker –
$94,880.72.

(2)
 

“Other Compensation” consists of health insurance premiums.
(3)

 
Effective April 1, 2021, Mr. Toler’s annual base salary was increased from $500,000 to $600,000.

(4)
 

Mr. Parker was promoted to Executive Vice President of Sales and Business Development in February 2022. In connection with his
promotion, his annual base salary was increased from $300,000 to $330,000.

Narrative Disclosure to Summary Compensation Table

Executive Employment Agreements

The following description relates to employment agreements between us and our executive officers.

William Toler, Chief Executive Officer

In February 2019, we entered into an employment agreement with Mr. William Toler, pursuant to which he
serves as Chairman and Chief Executive Officer. Mr. Toler’s employment agreement provides for, among other
things, base salary, annual performance and retention bonus, severance payments and the continuation of certain
benefits following certain terminations of employment by us under specified circumstances or the termination of
employment for good reason (as defined in the employment agreement) by Mr. Toler. Under the provisions of the
agreement, Mr. Toler’s base salary was $500,000 per year, which was voluntarily reduced to $150,000 per year
through September 30, 2019, at which time Mr. Toler’s base salary reset to $500,000. The agreement also included
an annual performance and retention bonus of up to fifty percent of his base salary rate based upon our board of
directors’ assessment of his performance and our attainment of goals as mutually agreed between him and our board
of directors. Effective April 1, 2021, Mr. Toler’s base salary was increased to $600,000 and his annual performance
bonus increased to one hundred percent of his base salary rate. Under the agreement, if Mr. Toler’s employment is
terminated by us without cause (as defined in the employment agreement), or Mr. Toler resigns for good reason (as
defined in the employment agreement), Mr. Toler will (i) have the right to receive an amount equal to the greater of
$250,000 or six months of his base salary and the reimbursement of health premiums until the earlier of six months
following termination, the date on which healthcare coverage is obtained from another source or until he ceases to
be entitled to continuing coverage under our health plan and (ii) have all unvested equity awards held by him which
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vest over the twelve month period following his termination immediately vest and forfeit all other unvested equity
awards. If Mr. Toler resigns without good reason or if his employment is terminated by us for cause, all of his
unvested equity awards previously granted to him will be forfeited. Mr. Toler’s employment agreement also provides
that if his employment is terminated by him due to resignation without good reason, or by us for cause, or by either
party as a result of his death or disability, he will receive (i) his base salary accrued through his last day of
employment, (ii) any unused vacation (if applicable) accrued through his last day of employment, (ii) any earned but
unpaid annual bonus for the calendar year ended immediately prior to his last day of employment and
(iv) reimbursement of any unreimbursed business expenses. Under these circumstances, he will not be entitled to
any other form of compensation from us, including any severance benefits, other than any rights to which he is
entitled our benefit programs, stock option plan or equity grant documents between him and us.

Mr. Toler’s employment agreement also contains intellectual property covenants and confidentiality covenants
prohibiting Mr. Toler from, among other things, disclosing confidential information relating to us. The employment
agreement also contains non-solicitation restrictions, pursuant to which Mr. Toler will not be permitted to solicit our
employees in certain circumstances for a period of 12 months following his termination of employment for any
reason.

B. John Lindeman, Executive Vice President and Chief Financial Officer

In February 2020, we entered into an offer letter with Mr. Lindeman, pursuant to which he serves as Chief
Financial Officer. Mr. Lindeman’s offer letter provides for, among other things, base salary, annual performance
bonus and severance payments. Under the provisions of the offer letter, Mr. Lindeman’s base salary is $475,000 per
year. The offer letter also includes an annual performance bonus of up to fifty percent of Mr. Lindeman’s base salary
rate based upon our board of directors’ assessment of his performance and our attainment of goals as determined by
our board of directors and guaranteed fifty percent of the pro-rated amount of the annual performance bonus for his
first year of employment. The offer letter also includes an award of restricted stock units equal to 1.75% of the
Company, which vests over four years as follows: 25% vest after a 12-month service period following the award,
and the balance vest in equal monthly installments over the next 36 months of service. Under the offer letter,
Mr. Lindeman’s employment is at will. If Mr. Lindeman’s employment is terminated, Mr. Lindeman will (i) be paid
cash severance of an amount equal to the greater of (x) $237,500 or (y) six months of his base salary in effect as of
the date of separation (provided that if the termination is a result of a reduction in base salary, the severance payment
will be determined based on the base salary in effect prior to the reduction) and (ii) have all unvested equity awards
held by him which vest over the twelve month period following his termination immediately vest and forfeit all
other unvested equity awards.

Mark Parker, Executive Vice President of Sales and Business Development

In March 2022, we entered into an offer letter with Mr. Parker, pursuant to which he serves as Executive Vice
President of Sales and Business Development. Mr. Parker’s offer letter provides for, among other things, base salary,
annual performance bonus and severance payments. Under the provisions of the offer letter, Mr. Parker’s base salary
is $330,000 per year. The offer letter also includes an annual performance bonus of up to fifty percent of
Mr. Parker’s base salary rate based upon our board of directors’ assessment of his performance and our attainment of
goals as determined by our board of directors. The offer letter also includes an award of 5,000 restricted stock units,
which vest over three years. Under the offer letter, if Mr. Parker’s employment is terminated by us without cause or
by Mr. Parker for good reason and such termination is considered a “Separation from Service” as defined by
Treasury Regulation Section 1.409A-1(h), Mr. Parker will, subject to his execution of a release of claims within 45
days of termination, (i) be paid cash severance of an amount equal to six months of his base salary in effect as of the
date of separation and (ii) be reimbursed for COBRA expenses until the earliest to occur of (x) the six-month
anniversary of termination or resignation, (y) the date of obtaining health care coverage from another source and (z)
the date on which COBRA benefits expire.
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Outstanding equity awards at 2022 fiscal year end

The following table sets forth the outstanding exercisable and unexercisable stock options and unvested stock
awards held by our named executive officers as of December 31, 2022. The market value for the stock awards was
calculated by multiplying the number of shares of our common stock subject to each award by $1.55, which was the
closing market price of our common stock on December 30, 2022, the last trading day in 2022.

 Option Awards Stock Awards

Name and Principal 
 Position

Number of 
 Securities 
 Underlying 
 Unexercised 
 Options 

 (#) 
 Exercisable

Number of 
 Securities 
 Underlying 
 Unexercised 
 Options 

 (#) 
 Unexercisable

Option 
 Exercise

Price
 ($)

Option 
 Expiration 

 Date

Number of 
 Shares or 

 Units of 
 Stock That 

 Have Not 
 Vested 

 (#)

Market 
 Value of 
 Shares or 
 Units of 

 Stock That 
 Have Not 

 Vested ($)(1)

William Toler, 
Chairman of the Board and
Chief Executive Officer

 

— — — — 45,000(2) 69,750(2)

— — — — 20,000(3) 31,000 (3)

— — — — 63,533(4) 98,476 (4)

— — — — 21,919(5) 33,974 (5)

— — — — 103,443(6) 160,337 (6)

— — — — 64,652(7) 100,211 (7)

B. John Lindeman,  
 Executive Vice President and

Chief Financial Officer
 

— — — — 35,000(8) 54,250 (8)

— — — — 25,149(9) 38,981 (9)

— — — — 8,677(10) 13,449(10)

— — — — 10,000(11) 15,500 (11)

— — — — 125,675(12) 194,796(12)

Mark Parker, 
 Executive Vice President of

Sales and Business
Development(13)

 

— — — — 25,000(14) 38,750(14)

— — — — 13,978(15) 21,666(15)

— — — — 6,028(16) 9,343(16)

— — — — 5,000(17) 7,750(17)

— — — — 6,798(18) 10,537(18)

34,112(19) 5,562(19) 8.43 6/10/2029 — —

4,819(20) — 8.43 6/10/2029 — —

(1)
 

Represents the fair market value of shares that were unvested as of December 31, 2022. The fair market value is based on the closing price
on December 30, 2022, the last trading day of 2022, of $1.55 per share.

(2)
 

Mr. Toler was granted 45,000 RSUs on August 17, 2022, vesting in three equal annual installments beginning on the first anniversary of the
grant date.

(3)
 

Mr. Toler was granted 20,000 RSUs on March 23, 2022, vesting in three equal annual installments beginning on the first anniversary of the
grant date.

(4)
 

Mr. Toler was granted 95,299 RSUs on March 23, 2022, vesting in three equal annual installments beginning on the grant date.
(5)

 
Mr. Toler was granted 21,919 PSUs on March 23, 2022, vesting, to the extent they are determined to have been earned based on the relevant
performance metrics, in a single installment on March 23, 2023.

(6)
 

Mr. Toler was granted 413,772 RSUs on December 19, 2019, 25% of which vested on December 19, 2020 and the remaining 75% of which
vest in 12 equal quarterly installments.

(7)
 

Mr. Toler was granted 1,034,431 RSUs on January 1, 2019, 25% of which vested on February 11, 2020 and the remaining 75% of which
vest in 12 equal quarterly installments.

(8)
 

Mr. Lindeman was granted 35,000 RSUs on August 17, 2022, vesting in three equal annual installments beginning on the first anniversary
of the grant date.

(9)
 

Mr. Lindeman was granted 37,723 RSUs on March 23, 2022, vesting in three equal annual installments beginning on the grant date.
(10)

 
Mr. Lindeman was granted 8,677 PSUs on March 23, 2022, vesting, to the extent they are determined to have been earned based on the
relevant performance metrics, in a single installment on March 23, 2023.

(11)
 

Mr. Lindeman was granted 10,000 RSUs on February 25, 2022, vesting in three equal annual installments beginning on the first anniversary
of the grant date.

(12)
 

Mr. Lindeman was granted 402,151 RSUs on April 21, 2020, 25% of which vested on March 16, 2021 and the remaining 75% of which
vest in 36 equal monthly installments.

(13)
 

Mr. Parker was promoted to Executive Vice President of Sales and Business Development in February 2022.
(14)

 
Mr. Parker was granted 25,000 RSUs on August 17, 2022, vesting in three equal annual installments beginning on the first anniversary of
the grant date.
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(15)
 

Mr. Parker was granted 20,966 RSUs on March 23, 2022, vesting in three equal annual installments beginning on the grant date.
(16)

 
Mr. Parker was granted 6,028 PSUs on March 23, 2022, vesting, to the extent they are determined to have been earned based on the
relevant performance metrics, in a single installment on March 23, 2023.

(17)
 

Mr. Parker was granted 5,000 RSUs on February 25, 2022, vesting in three equal annual installments beginning on the first anniversary of
the grant date.

(18)
 

Mr. Parker was granted 14,831 RSUs on October 31, 2020, 25% of which vested on October 31, 2021 and the remaining 75% of which vest
in 36 equal monthly installments.

(19)
 

Mr. Parker was granted 39,674 incentive stock options on June 10, 2019, of which 25% vested on June 10, 2020 and the remaining 75%
vest in 36 equal monthly installments.

(20)
 

Mr. Parker was granted 4,819 non-qualified stock options on June 10, 2019, of which 25% vested on June 10, 2020 and the remaining 75%
vest in 36 equal monthly installments.

Director Compensation

The following table shows the total compensation paid or accrued during the fiscal year ended December 31,
2022, to each of our non-employee directors. Directors who are employed by us are not compensated for their
service on our board of directors.

Name

Fees 
 Earned or

Paid in 
 Cash 

 ($)

Stock 
 Awards(1)

($)

Nonqualified 
 Deferred 

 Compensation
Earnings 

 ($)
Total 

 ($)

Patrick Chung 75,000 125,004 — 200,004

Susan P. Peters 90,000 125,004 — 215,004

Renah Persofsky 111,247 125,004 — 236,251

Richard D. Moss 132,802 125,004 — 257,806

Melisa Denis 101,247 125,004 — 226,251

(1)
 

These amounts represent the aggregate grant date fair value of the stock awards granted to each director during the fiscal year ended
December 31, 2022, computed in accordance with FASB ASC Topic 718. We granted 24,132 RSUs as annual equity awards to each of our
non-employee directors. Such awards vest at the 2023 annual meeting.

Narrative to Director Compensation Table

In June 2021, our board of directors adopted an amended compensation policy for our directors. This policy
was developed with input from Korn Ferry regarding practices and compensation levels at comparable companies. It
is designed to attract, retain and reward nonemployee directors.

Under this amended director compensation policy, each non-employee director receives an annual director fee
of $75,000. Each director also receives annual equity awards on or about the date of each annual meeting of our
stockholders with a grant date value of $125,000, which will vest after approximately one year of service. The chair
of our Audit Committee is paid an additional fee of $25,000, the chair of our Compensation Committee is paid an
additional fee of $15,000, and the chair of our Nominating Committee is paid an additional fee of $10,000.

In June 2022, our Compensation Committee approved the payment of one-time lump sum cash payments to
members of our M&A Committee in recognition of their efforts during fiscal 2022 and fiscal 2021. These payments
totaled $20,000 for each non-chair member of our M&A Committee and $25,000 for the chair of our M&A
Committee.

Stock Ownership Guidelines for Non-Employee Directors

Our non-employee directors are subject to ownership guidelines that establish a minimum ownership level.
Non-employee directors are required to hold five times the annual cash retainer for non-employee directors. There is
no deadline for non-employee directors to reach their ownership guidelines; however, the Compensation Committee
performs regular reviews to confirm that all non-employee directors are in compliance or are showing sustained
progress toward achievement of their ownership guidelines. All of our non-employee directors are making
appropriate progress toward the ownership guidelines.
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PAY VERSUS PERFORMANCE

The following table shows the relationship between executive compensation actually paid (“CAP”) to our
principal executive officer (“PEO”) and our named executive officers and certain financial performance of the
Company during the last two fiscal years ended December 31, 2022 and 2021.

Year

Summary 
 Compensation

Table Total for
PEO(1)

Compensation 
 Actually Paid to 
 PEO(2)

Average 
 Summary 
 Compensation 

 Table Total for 
 Non-PEO

NEOs(3)

Average 
 Compensation 

 Actually Paid to 
 Non-PEO

NEOs(4)

Value of Initial 
 Fixed $100 

 Investment Based
On Total 

 Shareholder 
 Return(5)

Net 
 Income 

 (Loss) (in 
 millions)(6)

2022 $3,085,722 ($ 9,499,962) $1,330,842 ($2,292,004) $ 2.95 ($285.415)

2021 $ 843,517 ($12,931,114) $ 588,328 ($2,022,961) $53.80 $ 13.416

(1)
 

Mr. Toler was our Chief Executive Officer for each of 2022 and 2021. The dollar amounts reported in this column are the amounts of total
compensation reported for Mr. Toler for each corresponding year in the “Total” column of the Summary Compensation Table.

(2)
 

The dollar amounts reported in this column represent the CAP to Mr. Toler, as computed in accordance with SEC rules. The dollar amounts
do not reflect the actual amount of compensation earned by or paid to Mr. Toler during the applicable year.
In accordance with SEC rules, the following adjustments were made to Mr. Toler’s total compensation for each year to determine CAP:

Year
  

Reported Summary 
 Compensation Table Total

for PEO
  Reported Value of

Equity Awards(i)
  Equity Award 

Adjustments(ii)
  Compensation 

 Actually Paid to PEO

2022   $3,085,722   ($2,373,561)   ($10,212,123)   ($ 9,499,962)

2021   $ 843,517   $ 0   ($13,774,631)   ($12,931,114)

(i)
 

The grant date fair value of equity awards in this column represents the total of the amounts reported in the “Stock Awards” and
“Option Awards” columns in the Summary Compensation Table for the applicable year.

(ii)
 

The equity award adjustments in this column include the addition (or subtraction, as applicable) of the following: (1) the year-end fair
value of any equity awards granted in the applicable year that are outstanding and unvested as of the end of the year; (2) the amount
of change as of the end of the applicable year (from the end of the prior fiscal year) in fair value of any awards granted in prior years
that are outstanding and unvested as of the end of the applicable year; (3) for awards that are granted and vest in same applicable
year, the fair value as of the vesting date; (4) for awards granted in prior years that vest in the applicable year, the amount equal to the
change as of the vesting date (from the end of the prior fiscal year) in fair value; (5) for awards granted in prior years that are
determined to fail to meet the applicable vesting conditions during the applicable year, a deduction for the amount equal to the fair
value at the end of the prior fiscal year; and (6) the dollar value of any dividends or other earnings paid on stock or option awards in
the applicable year prior to the vesting date that are not otherwise reflected in the fair value of such award or included in any other
component of total compensation for the applicable year. The valuation assumptions used to calculate fair values did not materially
differ from those disclosed at the time of grant. The amounts deducted or added in calculating the equity award adjustments are as
follows:

Year

  

Year 
 End Fair

Value of 
 Equity 

 Awards

  

Year over 
 Year Change 

 in Fair Value 
 of 

 Outstanding 
 and Unvested 
 Equity 

 Awards

  

Fair 
 Value as 

 of 
 Vesting 

 Date of 
 Equity 
 Awards 
 Granted 
 and 

 Vested in
the Year

  

Year over 
 Year 

 Change in 
 Fair Value 
 of Equity 

 Awards 
 Granted in 

 Prior Years 
 that Vested 
 in the Year

  

Fair 
 Value 
 at the 
 End of 
 the 

 Prior 
 Year of 
 Equity 
 Awards 
 that 

 Failed 
 to Meet 
 Vesting 
 Conditions

in the 
 Year

  

Value of 
 Dividends or 

 other 
 Earnings 

 Paid on Stock 
 or Option 

Awards not 
 Otherwise 

 Reflected in 
 Fair Value or 
 Total 

 Compensation

  

Total
 Equity
 Award 
 Adjustments

2022   $207,720   ($ 4,494,860)   $499,997   ($6,424,980)   $0   $0   ($10,212,123)

2021   $ 0   ($12,877,246)   $ 0   ($ 897,385)   $0   $0   ($13,774,631)

(3)
 

The dollar amounts reported this column represent the average of the amounts reported for the Company’s NEOs as a group (excluding
Mr. Toler) in the “Total” column of the Summary Compensation Table in each applicable year. The names of each of the NEOs (excluding
Mr. Toler) included for purposes of calculating the average amounts in each applicable year are as follows: (i) for 2022, B. John Lindeman
and Mark S. Parker; and (ii) for 2021, B. John Lindeman, Terence A. Fitch and Joseph Rumley.

(4)
 

The dollar amounts reported in this column represent the average amount of CAP to the NEOs as a group (excluding Mr. Toler), as
computed in accordance with SEC rules. The dollar amounts do not reflect the actual average amount of compensation earned by or paid to
the NEOs as a group (excluding Mr. Toler) during the applicable year.
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In accordance with the SEC rules, the following adjustments were made to average total compensation for the NEOs as a group (excluding
Mr. Toler) for each year to determine the CAP, using the same methodology described above in Footnote 2:

Year
  

Average Reported Summary
Compensation Table Total 

 for Non-PEO NEOs
  

Average Reported
Value of Equity 

 Awards
  

Average Equity
Award 

 Adjustments(i)
  

Average Compensation
Actually Paid to Non-

 PEO NEOs

2022   $1,330,842   ($870,411)   ($2,752,435)   ($2,292,004)

2021   $ 588,328   ($141,678)   ($2,469,611)   ($2,022,961)

(i)
 

The amounts deducted or added in calculating the total average equity award adjustments are as follows:

Year

  Average
Year 

 End 
 Fair 
 Value 
 of 

 Equity 
 Awards

  

Year over 
 Year 

 Average 
 Change in 
 Fair Value 
 of 

 Outstanding 
 and 

 Unvested 
 Equity 

 Awards

  

Average 
 Fair 

 Value as
of 

 Vesting 
 Date of 
 Equity 
 Awards 
 Granted

and 
 Vested 

 in the 
 Year

  

Year over 
 Year 

 Average 
 Change in 
 Fair Value 
 of Equity 

 Awards 
 Granted in 

 Prior Years 
 that Vested 
 in the Year

  

Average 
 Fair Value

at the End
of the 

 Prior 
 Year of 
 Equity 
 Awards 
 that 

 Failed to 
 Meet 

 Vesting 
 Conditions

in the 
 Year

  

Average 
 Value of 
 Dividends or 

 other 
 Earnings Paid

on Stock or 
 Option 

 Awards not 
 Otherwise 

 Reflected in 
 Fair Value or 
 Total 

 Compensation

  

Total
 Average 

 Equity
 Award 
 Adjustments

2022   $91,298   ($1,844,693)   $153,953  ($1,152,993)   $0   $0   ($2,752,435)

2021   $58,296   ($2,773,796)   $ 9,277   $ 236,612   $0   $0   ($2,469,611)

(5)
 

The cumulative total shareholder return (“TSR”) amounts reported in this column are calculated by dividing the sum of the cumulative
amount of dividends for the measurement period, assuming dividend reinvestment, and the difference between the Company’s share price at
the end and the beginning of the measurement period by the Company’s share price at the beginning of the measurement period.

(6)
 

The dollar amounts reported this column are the Company’s net income amounts reflected in the Company’s audited financial statements
for the applicable year.

Analysis of Information Presented in the Pay Versus Performance Table

The following graphs address the relationship between CAP as disclosed in the Pay Versus Performance table
and (i) the Company’s TSR and (ii) the Company’s net income (loss).
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides certain aggregate information with respect to all of the Company’s equity
compensation plans in effect as of December 31, 2022.

 (a) (b) (c)

Plan category

Number of 
 securities to

be 
 issuable 

 upon 
 exercise of 

 outstanding
options, 

 warrants 
 and

rights(1)

Weighted- 
 average 

 exercise 
 price of 
 outstanding

options, 
 warrants 
 and 

 rights(2)

Number of 
 securities 

 remaining 
 available 

 for future 
 issuance 

 under equity 
 compensation

plans 
 (excluding 

 securities 
 reflected 
 in column 
 (a))(3)

Equity compensation plans approved by security holders(1)(4) 1,758,905 $9.50 1,340,129

Equity compensation plans not approved by security holders — — —

Total 1,758,905 $9.50 1,340,129

(1)
 

These plans consist of the 2020 Plan, the 2019 Plan and the 2018 Plan. For a description of these plans, see Note 12 to the Consolidated
Financial Statements included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2022.

(2)
 

The weighted-average exercise price excludes any outstanding stock awards, which have no exercise price.
(3)

 
Consists only of securities remaining available for future issuance under the 2020 Plan. Since our 2020 Plan has been approved by our
stockholders, we do not intend to make any additional grants under the 2018 Plan and the 2019 Plan.

(4)
 

The 2020 Plan provides that the total number of shares of our common stock reserved for issuance thereunder will automatically increase
on January 1st of each year for a period of ten years commencing on January 1, 2021 and ending on January 2, 2030, in an amount equal to
the lesser of (i) 4% of the outstanding shares of our common stock on such date and (ii) such number of shares determined by the plan
administrator.
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REPORT OF AUDIT COMMITTEE

The Audit Committee of our board of directors, which consists entirely of directors who meet the independence
and experience requirements of the Nasdaq Stock Market, has furnished the following report:

The Audit Committee assists our board of directors in overseeing and monitoring the integrity of our financial
reporting process, compliance with legal and regulatory requirements and the quality of internal and external audit
processes. This committee’s role and responsibilities are set forth in our Charter adopted by our board of directors,
which is available on our website at www.hydrofarm.com. This committee reviews and reassesses our Charter
annually and recommends any changes to our board of directors for approval. The Audit Committee is responsible
for overseeing our overall financial reporting process, and for the appointment, compensation, retention, and
oversight of the work of Deloitte & Touche LLP. In fulfilling its responsibilities for the financial statements for
fiscal year December 31, 2022, the Audit Committee took the following actions:

• Reviewed and discussed the audited financial statements for the fiscal year ended December 31, 2022 with
management and Deloitte & Touche LLP, our independent registered public accounting firm;

• Discussed with Deloitte & Touche LLP the matters required to be discussed in accordance with Auditing
Standard No. 1301 – Communications with Audit committees; and

• Received written disclosures and the letter from Deloitte & Touche LLP regarding its independence as
required by applicable requirements of the Public Company Accounting Oversight Board regarding
Deloitte & Touche LLP’s communications with the Audit Committee and the Audit Committee further
discussed with Deloitte & Touche LLP their independence. The Audit Committee also considered the
status of pending litigation, taxation matters and other areas of oversight relating to the financial reporting
and audit process that the committee determined appropriate.

Based on the Audit Committee’s review of the audited financial statements and discussions with management
and Deloitte & Touche LLP, the Audit Committee recommended to our board of directors that the audited financial
statements be included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2022 for filing
with the SEC. Notwithstanding anything to the contrary in any of our previous or future filings under the Securities
Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, that might incorporate this proxy
statement or future filings with the SEC, in whole or in part, this report shall not be deemed to be incorporated by
reference into any such filing.

 Members of the Audit Committee of

 Hydrofarm Holdings Group, Inc.

  

 Mr. Richard D. Moss

 Ms. Melisa Denis

 Ms. Renah Persofsky
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DELINQUENT SECTION 16(A) REPORTS

Section 16(a) of the Exchange Act requires our directors, officers and beneficial owners of more than 10% of
our common stock to file with the SEC initial reports of ownership and reports of changes in the ownership of our
common stock and other equity securities. Such persons are required to furnish us copies of all Section 16(a) filings.

Our records reflect that all reports which were required to be filed with the SEC pursuant to Section 16(a) of the
Securities Exchange Act of 1934, as amended, were filed on a timely basis, except that (i) a Form 3 was filed late by
Mark Parker, (ii) a Form 4 covering two transactions was filed late by Mark Parker, (iii) a Form 4 covering one
transaction was filed late by B. John Lindeman and (iv) two Form 4s covering two transactions were filed late by
William Toler.
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CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS

Our Audit Committee charter requires all future transactions between us and any director, executive officer,
holder of 5% or more of any class of our capital stock or any member of the immediate family of, or entities
affiliated with, any of them, or any other related persons, as defined in Item 404 of Regulation S-K, or their
affiliates, in which the amount involved is equal to or greater than $120,000, be approved in advance by our Audit
Committee. Any request for such a transaction must first be presented to our Audit Committee for review,
consideration and approval. In approving or rejecting any such proposal, our Audit Committee is to consider all
available information deemed relevant by the Audit Committee, including, but not limited to, the extent of the
related person’s interest in the transaction, and whether the transaction is on terms no less favorable to us than terms
we could have generally obtained from an unaffiliated third party under the same or similar circumstances. During
the fiscal year ended December 31, 2022, we did not engage in any related party transactions.

Indemnification Agreements

We have entered into indemnification agreements with each of our directors and executive officers (the
“Indemnification Agreements”). Such Indemnification Agreements provide for indemnification against expenses,
judgments, fines and penalties actually and reasonably incurred by an indemnitee in connection with threatened,
pending or completed actions, suits or other proceedings, subject to certain limitations. The Indemnification
Agreements also provide for the advancement of expenses in connection with a proceeding prior to a final, non-
appealable judgment or other adjudication, provided that the indemnitee provides an undertaking to repay to us any
amounts advanced if the indemnitee is ultimately found not to be entitled to indemnification by us.

The Indemnification Agreements set forth procedures for making and responding to requests for
indemnification or advancement of expenses, as well as dispute resolution procedures that will apply to any dispute
between us and an indemnitee arising under the Indemnification Agreements.

Related Person Transaction Policy

The following actions constitute the recurring duties and responsibilities of our Audit Committee as set forth in
the Audit Committee Charter. Our Audit Committee may alter or supplement these duties and responsibilities as
appropriate under the circumstances, to the extent permitted by applicable law:

• Review and approve, prior to the Company’s entry into any such transactions, all transactions involving
amounts equal to or greater than $120,000 in which the Company is or will be a participant, which would
be reportable by the Company under Item 404 of Regulation S-K promulgated under the Securities Act as
a result of any of the following persons having or expected to have a direct or indirect material interest (a
“Related Person Transaction”):
○ executive officers of the Company;
○ members of the board of directors;
○ beneficial holders of more than 5% of the Company’s securities;
○ immediate family members (as defined by Item 404 of Regulation S-K promulgated under the

Securities Act) of or entities affiliated with any of the foregoing persons; and
○ any other persons whom the board of directors determines may be considered to be related persons as

defined by Item 404 of Regulation S-K promulgated under the Securities Act.

• Any request for a Related Person Transaction must first be presented to the Audit Committee for review,
consideration and approval. In reviewing, considering, and approving or rejecting such transactions, the
Audit Committee shall obtain, or shall consider all available information that the Audit Committee
believes to be relevant to a review of the transaction prior to its approval including, but not limited to, the
extent of the related person’s interest in the transaction, and whether the transaction is on terms no less
favorable to the Company than terms the Company could have generally obtained from an unaffiliated
third party under the same or similar circumstances. Following such consideration, approval may be given
by written consent of the Audit Committee. No Related Person Transaction shall be entered into prior to
the completion of these procedures.
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• The Audit Committee or the Chairperson of the Audit Committee, as the case may be, shall approve only
those Related Person Transactions that are determined to be in, or not inconsistent with, the best interests
of the Company and its stockholders. No member of the Audit Committee shall participate in any review,
consideration or approval of any related person transaction with respect to which the member or any of his
or her immediate family members has an interest.

• The Audit Committee shall adopt any further policies and procedures relating to the approval of Related
Person Transactions that it deems necessary or advisable from time to time.
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PROPOSAL NO. 1
  

 ELECTION OF DIRECTORS

On February 16, 2023, our board of directors nominated Mr. Moss and Ms. Peters for election at the annual
meeting. Our board of directors currently consists of six (6) members, classified into three (3) classes as
follows: (1) Mr. Toler and Mr. Chung constitute a class of directors with a term ending in 2024; (2) Ms. Persofsky
and Ms. Denis constitute a class of directors with a term ending in 2025; and (3) Mr. Moss and Ms. Peters constitute
a constitute a class of directors with a term ending in 2023. At each annual meeting of stockholders, directors are
elected for a full term of three (3) years to succeed those directors whose terms are expiring.

Our board of directors has voted to nominate Mr. Moss and Ms. Peters, for election at the annual meeting for a
term of three (3) years to serve until the 2026 annual meeting of stockholders, and until their respective successors
are elected and qualified. The Class I directors (Mr. Toler and Mr. Chung) and the Class II directors (Ms. Renah
Persofsky and Ms. Melisa Denis) will serve until the annual meeting of stockholders to be held in 2024 and 2025,
respectively, and until their respective successors have been elected and qualified.

Unless authority to vote for either of the nominees is withheld, the shares represented by the enclosed proxy
will be voted FOR the election of Mr. Moss and Ms. Peters as directors. In the event that either nominee becomes
unable or unwilling to serve, the shares represented by the enclosed proxy will be voted for the election of such
other person as our board of directors may recommend in that nominee’s place. We have no reason to believe that
either nominee will be unable or unwilling to serve as a director.

A plurality of the shares voted for each nominee at the meeting is required to elect each nominee as a director.

OUR BOARD OF DIRECTORS RECOMMENDS THE ELECTION OF RICHARD D. MOSS AND SUSAN
P. PETERS AS DIRECTORS, AND PROXIES SOLICITED BY OUR BOARD OF DIRECTORS WILL BE
VOTED IN FAVOR THEREOF UNLESS A STOCKHOLDER HAS INDICATED OTHERWISE ON THE

PROXY.
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PROPOSAL NO. 2
  

 AMENDMENT OF OUR CHARTER TO REFLECT NEW DELAWARE LAW PROVISIONS 
 REGARDING OFFICER EXCULPATION

The State of Delaware, which is our state of incorporation, recently enacted legislation that enables Delaware
companies to limit the liability of certain of their officers in limited circumstances under Section 102(b)(7) of the
Delaware General Corporate Law (“DGCL”). Our board of directors has determined that it is advisable to amend the
Charter, subject to stockholder approval, to provide for the elimination or limitation of personal liability of certain of
the Company’s officers for monetary damages in the specific circumstances authorized by Delaware law, and has
voted to recommend that the stockholders approve such amendment. Article VI, Section A of our Charter currently
provides for the Company to limit the monetary liability of directors in certain circumstances pursuant to and
consistent with Section 102(b)(7) of the DGCL. The full text of the proposed Certificate of Amendment is attached
to this proxy statement as Appendix A.

The Certificate of Amendment would eliminate or limit the personal liability of certain of the Company’s
officers for monetary damages for breach of the duty of care in certain actions. The provision would not apply to
breaches of the duty of loyalty to the Company or its stockholders, acts or omissions not in good faith or that involve
intentional misconduct or a knowing violation of law, or any transaction in which the officer derived an improper
personal benefit. The provision also would not eliminate or limit the liability of such officers for claims brought by
or in the right of the corporation, such as derivative claims.

Our board of directors believes that it is necessary to provide protection to officers to the fullest extent
permitted by law in order to attract and retain top talent. Taking into account the limitations on the types of
exculpation permitted, our board of directors believes that the proposed amendment balances stockholders’ interest
in accountability and their interest in the Company being able to attract and retain quality officers.

The affirmative vote of a majority of the common stock outstanding and entitled to vote at the meeting is
required to approve Certificate of Amendment to reflect the new Delaware law provisions regarding officer
exculpation.

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE TO APPROVE THE CERTIFICATE OF
AMENDMENT, AND PROXIES SOLICITED BY OUR BOARD OF DIRECTORS WILL BE VOTED IN
FAVOR OF THE CERTIFICATE OF AMENDMENT UNLESS A STOCKHOLDER INDICATES
OTHERWISE ON THE PROXY.
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PROPOSAL NO. 3
  

 ADVISORY VOTE ON APPROVAL OF EXECUTIVE COMPENSATION AS DISCLOSED IN THIS
PROXY STATEMENT

We are seeking your advisory vote as required by Section 14A of the Securities Exchange Act of 1934, as
amended, on the approval of the compensation of our named executive officers as described in the Compensation
Discussion and Analysis, the compensation tables and related material contained in this proxy statement. Because
your vote is advisory, it will not be binding on our Compensation Committee or our board of directors. However, the
Compensation Committee and our board of directors will review the voting results and take them into consideration
when making future decisions regarding executive compensation. We have determined to hold an advisory vote to
approve the compensation of our named executive officers annually, and the next such advisory vote will occur at
the 2024 Annual Meeting of Stockholders.

Stockholders are urged to read the Compensation Discussion and Analysis section of this proxy statement,
which discusses how our compensation policies and procedures implement our compensation philosophy. The
Compensation Committee and our board of directors believe that these policies and procedures are effective in
implementing our compensation philosophy and in achieving its goals.

In accordance with the rules of the SEC, the following resolution, commonly known as a “say-on-pay” vote, is
being submitted for a stockholder vote at the 2023 annual meeting:

“RESOLVED, that the compensation paid to the named executive officers of Hydrofarm Holdings Group, Inc.,
as disclosed pursuant to the compensation disclosure rules of the Securities and Exchange Commission, including
the Compensation Discussion and Analysis, the compensation tables and the related material disclosed in this proxy
statement, is hereby APPROVED.”

The affirmative vote of a majority of the votes present or represented by proxy and entitled to vote at the annual
meeting is required to approve, on an advisory basis, this resolution.

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE TO APPROVE THE COMPENSATION
OF OUR NAMED EXECUTIVE OFFICERS, AND PROXIES SOLICITED BY OUR BOARD OF
DIRECTORS WILL BE VOTED IN FAVOR OF SUCH APPROVAL UNLESS A STOCKHOLDER
INDICATES OTHERWISE ON THE PROXY.
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PROPOSAL NO. 4
  

 RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee has appointed Deloitte & Touche LLP (“Deloitte”) as our independent registered public
accounting firm, to audit our financial statements for the fiscal year ending December 31, 2023. Deloitte has served
as our independent registered public accounting firm since September 24, 2019. Our board of directors proposes that
the stockholders ratify this appointment. Deloitte audited our financial statements for the fiscal year ended
December 31, 2022. We expect that representatives of Deloitte will be present at the annual meeting, will be able to
make a statement if they so desire, and will be available to respond to appropriate questions.

In deciding to appoint Deloitte, the Audit Committee reviewed auditor independence issues and existing
commercial relationships with Deloitte and concluded that Deloitte has no commercial relationship with the
Company that would impair its independence for the fiscal year ending December 31, 2023.

The following table presents fees for professional services rendered by Deloitte for the years ended
December 31, 2022 and 2021.

 2021 2022

Audit fees:(1) $3,681,015 $2,712,718

Audit related fees:(2) 1,372,628 —

Tax fees:(3) — 287,390

All other fees — —

Total $5,053,643 $3,000,108

(1)
 

Audit fees include fees and related expenses for professional services rendered in connection with the annual audit of the Company’s
financial statements and the review of the Company’s interim financial statements, as well as fees for services that generally only the
independent registered public accounting firm can be reasonably expected to provide, including comfort letters, consents, and review of
registration statements filed with the SEC including fees related to our public offerings.

(2)
 

Audit related fees consist of fees and related expenses for products and services other than services described under “Audit Fees”. These
products and services primarily relate to due diligence related to potential acquisitions.

(3)
 

Tax fees relate primarily to U.S. federal and state tax compliance, and foreign tax compliance.

All fees described above were pre-approved by the Audit Committee. We have furnished the foregoing
disclosure to Deloitte.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Public
Accountant

Consistent with SEC policies regarding auditor independence, the Audit Committee has responsibility for
appointing, setting compensation and overseeing the work of our independent registered public accounting firm. In
recognition of this responsibility, the Audit Committee has established a policy to pre-approve all audit and
permissible non-audit services provided by our independent registered public accounting firm.

Prior to engagement of an independent registered public accounting firm for the next year’s audit, management
will submit an aggregate of services expected to be rendered during that year for each of four categories of services
to the Audit Committee for approval.

1.
 

Audit services include audit work performed in the preparation of financial statements, as well as work
that generally only an independent registered public accounting firm can reasonably be expected to
provide, including comfort letters, statutory audits, and attest services and consultation regarding financial
accounting and/or reporting standards.

2.
 

Audit-Related services are for assurance and related services that are traditionally performed by an
independent registered public accounting firm, including due diligence related to mergers and acquisitions,
employee benefit plan audits, and special procedures required to meet certain regulatory requirements.

3.
 

Tax services include all services performed by an independent registered public accounting firm’s tax
personnel except those services specifically related to the audit of the financial statements, and includes
fees in the areas of tax compliance, tax planning, and tax advice.
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4.
 

Other Fees are those associated with services not captured in the other categories. The Company generally
does not request such services from our independent registered public accounting firm.

Prior to engagement, the Audit Committee pre-approves these services by category of service. The fees are
budgeted and the Audit Committee requires our independent registered public accounting firm and management to
report actual fees versus the budget periodically throughout the year by category of service. During the year,
circumstances may arise when it may become necessary to engage our independent registered public accounting
firm for additional services not contemplated in the original pre-approval. In those instances, the Audit Committee
requires specific pre-approval before engaging our independent registered public accounting firm.

The Audit Committee may delegate pre-approval authority to one or more of its members. The member to
whom such authority is delegated must report, for informational purposes only, any pre-approval decisions to the
Audit Committee at its next scheduled meeting.

In the event the stockholders do not ratify the appointment of Deloitte as our independent registered public
accounting firm, the Audit Committee will reconsider its appointment.

The affirmative vote of a majority of the shares cast at the annual meeting is required to ratify the appointment
of the independent registered public accounting firm.

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE TO RATIFY THE APPOINTMENT OF
DELOITTE AS OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM, AND PROXIES
SOLICITED BY OUR BOARD OF DIRECTORS WILL BE VOTED IN FAVOR OF SUCH
RATIFICATION UNLESS A STOCKHOLDER INDICATES OTHERWISE ON THE PROXY.
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CODE OF CONDUCT AND ETHICS

We have adopted a code of conduct and ethics that applies to all of our employees, including our Chief
Executive Officer and Chief Financial Officer. The text of the code of conduct and ethics is posted on our website at
www.hydrofarm.com and will be made available to stockholders without charge, upon request, in writing to the
Corporate Secretary at Hydrofarm Holdings Group, Inc., 1510 Main Street, Shoemakersville, Pennsylvania 19555.
Disclosure regarding any amendments to, or waivers from, provisions of the code of conduct and ethics that apply to
our directors, principal executive officer and principal financial officer will be included in a Current Report on Form
8-K within four business days following the date of the amendment or waiver, unless website posting or the issuance
of a press release of such amendments or waivers is then permitted by the rules of the Nasdaq Stock Market.
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OTHER MATTERS

Our board of directors knows of no other business which will be presented to the annual meeting. If any other
business is properly brought before the annual meeting, proxies will be voted in accordance with the judgment of the
persons named therein.

STOCKHOLDER PROPOSALS AND NOMINATIONS FOR DIRECTOR

To be considered for inclusion in the proxy statement relating to our 2024 annual meeting of stockholders, we
must receive stockholder proposals (other than for director nominations) no later than 120 days prior to the date that
is one year from this year’s mailing date. To be considered for presentation at the 2024 annual meeting, although not
included in the proxy statement, proposals (including director nominations that are not requested to be included in
our proxy statement) must be received no earlier than 45 days prior to the date that is one year from this year’s
mailing date. Proposals that are not received in a timely manner will not be voted on at the 2024 annual meeting. If a
proposal is received on time, the proxies that management solicits for the meeting may still exercise discretionary
voting authority on the proposal under circumstances consistent with the proxy rules of the SEC. All stockholder
proposals should be sent to Hydrofarm Holdings Group, Inc., 1510 Main Street, Shoemakersville,
Pennsylvania 19555, Attn: Corporate Secretary.

BY ORDER OF THE BOARD OF DIRECTORS

 

William Toler
 Chairman of the Board of Directors and

 Chief Executive Officer
 Shoemakersville, Pennsylvania

 2023
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Appendix A

CERTIFICATE OF AMENDMENT
 TO THE

 AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
 OF

 HYDROFARM HOLDINGS GROUP, INC.

Pursuant to Section 242 of the General Corporation Law of the State of Delaware, Hydrofarm Holdings
Group, Inc., a corporation organized and existing under the laws of the State of Delaware (the “Corporation”), does
hereby certify as follows:

1.
 

The name of the Corporation is Hydrofarm Holdings Group, Inc. The date of filing of its original
certificate of incorporation with the Secretary of State of the State of Delaware (the “Secretary of State”)
was January 3, 2017, under the name of Innovation Acquisition One Corp. The name of the Corporation
was changed to Hydrofarm Holdings Group, Inc. by filing a certificate of amendment to the original
certificate of incorporation, as amended to date, with the Secretary of State on August 3, 2018. An
amended and restated certification of incorporation of the Corporation was duly filed with the Secretary of
State on August 28, 2018 (the “Certificate”). An amendment to the Certificate was filed with the
Secretary of State on November 24, 2020.

2.
 

The board of directors of the Corporation (the “Board of Directors,” and each such director, in such
capacity, a “Director”) has duly adopted a resolution pursuant to Section 242 of the General Corporation
Law of the State of Delaware, setting forth a proposed amendment to the Certificate and declaring said
amendment to be advisable. The requisite stockholders of the Corporation have duly approved said
proposed amendment in accordance with Section 242 of the General Corporation Law of the State of
Delaware. The amendment amends the Certificate as follows:

3.
 

The Certificate is hereby amended to provide exculpation from liability for certain officers of the
Corporation by adding a new Article X, set forth as follows:

“ARTICLE X: LIMITATION ON OFFICER LIABILITY

To the fullest extent that the DGCL or any other law of the State of Delaware as it exists on the date hereof or
as it may hereafter be amended permits the limitation or elimination of the liability of officers, no officer of the
Corporation shall be personally liable to the Corporation or its stockholders for monetary damages for breach of
fiduciary duty as an officer.”

***

4.
 

To the extent not expressly amended hereby, the Certificate remains in full force and effect.

5.
 

This amendment to the Certificate has been duly adopted in accordance with the provisions of Sections
141, 228 and 242 of the General Corporation Law of the State of Delaware.

6.
 

Pursuant to Section 228(a) of the Delaware General Corporation Law, the holders of outstanding shares of
the Corporation having no less than the minimum number of votes that would be necessary to authorize or
take such actions at a meeting at which all shares entitled to vote thereon were present and voted,
consented to the adoption of the aforesaid amendments without a meeting, without a vote and without
prior notice and that written notice of the taking of such actions has been given in accordance with Section
228(e) of the Delaware General Corporation Law.

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, the Corporation has caused this amendment to the Certificate to be signed by its
duly authorized officer on    .

 HYDROFARM HOLDINGS GROUP, INC.

   

 By:  

 Name:

 Title:

A-2
 


