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☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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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

At the recommendation of the Compensation Committee (the “Committee”) of the Board of Directors (the “Board”) of Krystal Biotech, Inc. (the “Company”)
on May 3, 2018, the Board increased the compensation of Krish S. Krishnan, the Company’s President and Chief Executive Officer, and of Suma M.
Krishnan, the Company’s Founder and Chief Operating Officer.

At the recommendation of the Committee, the Board increased Mr. Krishnan’s annual base compensation to $470,000, effective June 1, 2018. The cash
component of this base compensation shall remain at its previously established $200,000. The remaining $270,000 will be provided in the form of a grant of
restricted shares of the Company’s Common Stock. The number of shares to be awarded will be determined by dividing $240,000 by the closing price of the
Company’s Common Stock on June 1, 2018. The shares will vest on a pro rata, monthly basis over a 12 month period beginning June 1, 2018.

At the recommendation of the Committee, the Board increased Ms. Krishnan’s annual base compensation to $367,000, effective June 1, 2018. The cash
component of this base compensation shall remain at its previously established $200,000. The remaining $167,000 will be provided in the form of a grant of
restricted shares of the Company’s Common Stock. The number of shares to be awarded will be determined by dividing $167,000 by the closing price of the
Company’s Common Stock on June 1, 2018. The shares will vest on a pro rata, monthly basis over a 12 month period beginning June 1, 2018.

At the recommendation of the Committee the Board also established a potential bonus for each of Mr. Krishnan and Ms. Krishnan for the Company’s fiscal
year ending December 31, 2018 in the amount of up to 50% and 35%, respectively, of their base compensation in effect for such fiscal year, determined on a
pro rata basis. The Board anticipates that the Committee will recommend, and that the Board will establish, goals and objectives performance relating to such
bonuses prior to the end of the Company’s second fiscal quarter ending June 30, 2018.

The Board also approved, as recommended by the Compensation Committee, the following director compensation, effective as of June 1, 2018, payable to
non-employee directors who are also not employed by a strategic or institutional investor in the Company: (1) an annual cash fee of $37,500; (2) an annual
cash fee of $15,000 to the Audit Committee Chair, an annual cash fee of $10,000 to the Compensation Committee Chair and an annual cash fee of $8,000 to
the Governance/Nominating Committee Chair; and (3) annual cash fees for service as a non-Chair member of the Audit Committee, Compensation
Committee and Governance/Nominating Committee of $7,500, $5,000 and $4,000, respectively.

New non-employee members of the Board who are not employed by a strategic or institutional investor in the Company will receive an initial grant of options
to purchase 20,000 shares of Common Stock, vesting on a monthly basis over a three year period commencing on the date such Board member commences
service. Non-employee directors who are not employed by a strategic or institutional investor in the Company will also receive an annual grant of options to
purchase 7,500 shares of Common Stock, on the date of the Company’s annual stockholders’ meeting, vesting monthly over a 12 month period. New
non-employee directors who are not employed by a strategic or institutional investor in the Company will receive a pro rata annual grant based on the number
of months they join the Board prior to the next annual meeting. All options granted to non-employee Board members will vest in their entirety upon a change
in control of the Company.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.
 
Date: May 9, 2018   KRYSTAL BIOTECH, INC.

  By:  /s/ Krish S. Krishnan
  Name: Krish S. Krishnan
  Title:  President and Chief Executive Officer


