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Item 5.02.         Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain
Officers.
 

On March 15, 2021 the Board of Directors of Natural Health Trends Corp. (the “Company”), upon the approval and recommendation of the Compensation
Committee, approved and adopted a Phantom Equity Plan (the “Plan”) and related form of Phantom Share Agreement (“Award Agreement”).
 

Under the terms of the Plan, the Compensation Committee may grant to eligible participants “Phantom Shares” entitling grantees to receive a cash payment equal to
the fair market value of an equal number of shares of the Company’s common stock upon the close of a vesting period, subject to any maximum payment value that the
compensation committee may set. The vesting of Phantom Shares is subject to such vesting conditions as the Compensation Committee may specify in a grantee’s Award
Agreement. The Compensation Committee may provide that if any dividend is paid on the Company’s common stock, then an equivalent cash amount or dividend
equivalent shall be paid to a grantee. Grantees of Phantom Shares shall not by virtue of their receipt of Phantom Shares have any ownership rights in shares of the
Company’s common stock. The Plan shall continue for a period of ten years, after which no further Phantom Shares may be awarded (although any Phantom Shares awarded
prior to the expiration of such 10-year period shall be unaffected by the termination of the Plan).
 

Also on March 15, 2021, Chris T. Sharng, the Company’s President, was granted 124,850 Phantom Shares, and Timothy S. Davidson, the Company’s Chief Financial
Officer, Senior Vice President and Corporate Secretary, was granted 41,788 Phantom Shares. Phantom Shares were also granted to some other Company employees and the
Company’s non-employee directors. The Phantom Shares vest in eight equal increments, measured on the grant date and subsequent consecutive three-month vesting
periods, subject to the satisfaction of both a time-based vesting condition and a performance vesting condition. These vesting conditions were deemed satisfied on the grant
date for the initial vesting increment. In order for the time-based vesting condition to be satisfied for each vesting period, the grantee must remain continuously employed by
the Company through the end of the vesting period, and in order for the performance vesting condition to be satisfied for each vesting period, the performance criteria
designated by the Compensation Committee must be satisfied. If either vesting condition is not satisfied for a vesting date, then the Phantom Shares scheduled to vest on
such date are forfeited. The Phantom Shares granted to the grantees identified above are subject to a maximum payment value of $12.00 per Phantom Share, and the grantees
are not entitled to any dividend or dividend equivalent payments with respect to the Phantom Shares. As a condition to the grant of the Phantom Shares to each employee
grantee, the grantee agreed not to sell or otherwise transfer any shares of the Company’s common stock held by him until all Phantom Shares granted to him are vested or
forfeited.
 

The foregoing description of the Plan and Award Agreement does not purport to be complete, and is qualified in its entirety by reference to the complete text of the
Plan and Award Agreement, which will be filed as exhibits to the Company’s Quarterly Report on Form 10-Q for the quarter ending March 31, 2021.
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