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PROXY VOTING POLICY

The voting policies set forth below apply to all proxies which Emerald Advisers, LLC.
and subsidiaries are entitled to vote. It is Emerald’s policy to vote all such proxies.
Corporate governance through the proxy process is solely concerned with the
accountability and responsibility for the assets entrusted to corporations. The role of
institutional investors in the governance process is the same as the responsibility due all
other aspects of the fund’s management. First and foremost, the investor is a fiduciary
and secondly, an owner. Fiduciaries and owners are responsible for their investments.
These responsibilities include:

1) selecting proper directors
2) insuring that these directors have properly supervised management
3) resolve issues of natural conflict between shareholders and managers

a. Compensation

b. Corporate Expansion

c. Dividend Policy

d. Free Cash Flow

e. Various Restrictive Corporate Governance Issues, Control Issues, etc.
f. Preserving Integrity

In voting proxies, Emerald will consider those factors which would affect the value of the
investment and vote in the manner, which in its view, will best serve the economic
interest of its clients. Consistent with this objective, Emerald will exercise its vote in a
activist pro-shareholder manner in accordance with the following policies.

I. BOARDS OF DIRECTORS

In theory, the board represents shareholders, in practice, all too often Board members are
selected by management. Their allegiance is therefore owed to management in order to
maintain their very favorable retainers and prestigious position. In some cases,
corporations never had a nominating process, let alone criteria for the selection of Board
members. Shareholders have begun to focus on the importance of the independence of
the Board of Directors and the nominating process for electing these Board members.
Independence is an important criterium to adequately protect shareholders’ ongoing
financial interest and to properly conduct a board member’s oversight process.
Independence though, is only the first criteria for a Board. Boards need to be responsible
fiduciaries in their oversight and decision making on behalf of the owners and
corporations. Too many companies are really ownerless. Boards who have failed to
perform their duties, or do not act in the best interests of the shareholders should be voted

out. A clear message is sent when a no confidence vote is given to a set of directors or to
a full Board.



A. Election of Directors, a Board of Directors, or any number of Directors. In order
to assure Boards are acting solely for the shareholders they represent, the following
resolutions will provide a clear message to underperforming companies and Boards
who have failed to fulfill duties assigned to them.

e Votes should be cast in favor of shareholder proposals asking that boards
be comprised of a majority of outside directors.

e Votes should be cast in favor of shareholder proposals asking that board
audit, compensation and nominating committees be comprised exclusively of
outside directors.

e Votes should be cast against management proposals to re-elect the board if
the board has a majority of inside directors.

e Votes should be withheld for directors who may have an inherent conflict
of interest by virtue of receiving consulting fees from a corporation (affiliated
outsiders).

e Votes should be withheld, on a case by case basis, for those directors of
the compensation committees responsible for particularly egregious
compensation plans.

e Votes should be withheld for directors who have failed to attend 75% of
board or committee meetings in cases where management does not provide
adequate explanation for the absences.

e Votes should be withheld for incumbent directors of poor performing
companies; defining poor performing companies as those companies who
have below average stock performance (vs. peer group/Wilshire 5000) and
below average return on assets and operating margins.

e Votes should be cast in favor of proposals to create shareholder advisory
committees. These committees will represent shareholders’ views, review
management, and provide oversight of the board and their directors.

B. Board Diversity: Emerald will generally support and votes should be cast in
favor of proposals requiring diversity among a company’s Board of Directors. Using
NASDAQ’s proposed rule 560(f)(2) as a guide, a diverse board should have two or
more directors who self-identify as: (i) Female, (ii) an Underrepresented Minority, or
(i11)) LGBTQ+. Emerald will generally support and votes should be cast in favor of
proposals seeking an explanation why a company does not meet this requirement.
e For purposes of this section I.B, the following terms shall have the
following meanings: “Female” shall mean an individual who self-
identifies her gender as a woman, without regard to the individual’s



designated sex at birth. “Underrepresented Minority” shall mean an
individual who self-identifies as one or more of the following: Black or
African American, Hispanic or Latinx, Asian, Native American or Alaska
Native, Native Hawaiian or Pacific Islander, or two or more races or
ethnicities. “LGBTQ+” shall mean an individual who self-identifies as
any of the following: lesbian, gay, bisexual, transgender or a member of
the queer community.

C. Selection of Accountants: Emerald will generally support a rotation of
accountants to provide a truly independent audit. This rotation should generally
occur every 4-5 years.

D. Incentive Stock Plans. Emerald will generally vote against all excessive
compensation and incentive stock plans which are not performance related.

E. Corporate restructuring plans or company name changes, will generally be
evaluated on a case by case basis.

F. Annual Meeting Location. This topic normally is brought forward by minority
shareholders, requesting management to hold the annual meeting somewhere other
than where management desires. Resolution. Emerald normally votes with
management, except in those cases where management seeks a location to avoid their
shareholders.

G. Preemptive Rights. This is usually a shareholder request enabling shareholders
to participate first in any new offering of common stock. Resolution: We do not feel
that preemptive rights would add value to shareholders, we would vote against such
shareholder proposals.

H. Mergers and/or Acquisitions. Each merger and/or acquisition has numerous
ramifications for long term shareholder value. Resolution: After in-depth valuation
Emerald will vote its shares on a case by case basis.

II. CORPORATE GOVERNANCE ISSUES

These issues include those areas where voting with management may not be in the best
interest of the institutional investor. All proposals should be examined on a case by case
basis.

A. Provisions Restricting Shareholder Rights. These provisions would hamper
shareholders ability to vote on certain corporate actions, such as changes in the
bylaws, greenmail, poison pills, recapitalization plans, golden parachutes, and on any
item that would limit shareholders’ right to nominate, elect, or remove directors.
These items can change the course of the corporation overnight and shareholders
should have the right to vote on these critical issues. Resolution: Vote Against



management proposals to implement such restrictions and vote For shareholder
proposals to eliminate them.

B. Anti-Shareholder Measures. These are measures designed to entrench
management so as to make it more difficult to effect a change in control of the
corporation. They are normally not in the best interests of shareholders since they do
not allow for the most productive use of corporate assets.

1. Classification of the Board of Directors:

A classified Board is one in which directors are not elected in the same year rather
their terms of office are staggered. This eliminates the possibility of removing
entrenched management at any one annual election of directors. Resolution: Vote
Against proposals to classify the Board and support proposals (usually shareholder
initiated) to implement annual election of the Board.

2. Shareholder Rights Plans (Poison Pills):

Anti-acquisition proposals of this sort come in a variety of forms. In general, issuers
confer contingent benefits of some kind on their common stockholders. The most
frequently used benefit is the right to buy shares at discount prices in the event of
defined changes in corporate control. Resolution: Vote Against proposals to adopt
Shareholder Rights Plans, and vote For Shareholder proposals eliminating such plans.

3. Unequal Voting Rights:

A takeover defense, also known as superstock, which gives holders disproportionate
voting rights. Emerald adheres to the One Share, One Vote philosophy, as all holders
of common equity must be treated fairly and equally. Resolution: Vote Against
proposals creating different classes of stock with unequal voting privileges.

4. Supermajority Clauses:

These are implemented by management requiring that an overly large amount of
shareholders (66-95% of shareholders rather than a simple majority) approve business
combinations or mergers, or other measures affecting control. This is another way for
management to make changes in control of the company more difficult. Resolution:
Vote Against management proposals to implement supermajority clauses and support
shareholder proposals to eliminate them.

5. Fair Price Provisions:

These provisions allow management to set price requirements that a potential bidder
would need to satisfy in order to consummate a merger. The pricing formulas
normally used are so high that the provision makes any tender offer prohibitively
expensive. Therefore, their existence can foreclose the possibility of tender offers
and hence, the opportunity to secure premium prices for holdings. Resolution: Vote
Against management proposals to implement fair price provisions and vote For
shareholder proposals to eliminate them.




Caveat: Certain fair price provisions are legally complex and require careful analysis
and advice before concluding whether or not their adoption would serve stockholder
interest.

6. Increases in authorized shares and/or creation of new classes of common and
preferred stock:
a. Increasing authorized shares.
Emerald will support management if they have a stated purpose for increasing the
authorized number of common and preferred stock. Under normal circumstances,
this would include stock splits, stock dividends, stock option plans, and for
additional financing needs. However, in certain circumstances, it is apparent that
management is proposing these increases as an anti-takeover measure. When
used in this manner, share increases could inhibit or discourage stock acquisitions
by a potential buyer, thereby negatively affecting a fair price valuation for the
company.
Resolution: On a case by case basis, vote Against management if they attempt to
increase the amount of shares that they are authorized to issue if their intention is
to use the excess shares to discourage a beneficial business combination. One
way to determine if management intends to abuse its right to issue shares is if the
amount of authorized shares requested is double the present amount of authorized
shares.

b. Creation of new classes of stock.

Managements have proposed authorizing shares of new classes of stock, usually
preferreds, which the Board would be able to issue at their discretion. The Board
would also be granted the discretion to determine the dividend rate, voting
privileges, redemption provisions, conversion rights, etc. without approval of the
shareholders. These “blank check” issues are designed specifically to inhibit a
takeover, merger, or accountability to its shareholders.

Resolution: Emerald would vote AGAINST management in allowing the Board
the discretion to issue any type of “blank check” stock without shareholder

approval.

c. Directors and Management Liability and Indemnification.

These proposals are a result of the increasing cost of insuring directors and top
management against lawsuits. Generally, managements propose that the liability
of directors and management be either eliminated or limited. Shareholders must
have some recourse for losses that are caused by negligence on the part of
directors and management. Therefore directors and management should be
responsible for their fiduciary duty of care towards the company. The Duty of
Care is defined as the obligation of directors and management to be diligent in
considering a transaction or in taking or refusing to take a corporate action.
Resolution: On a case by case basis, Emerald votes Against attempts by
management to eliminate directors and management liability for their duty of
care.




d. Compensation Plans (Incentive Plans)

Management occasionally will propose to adopt an incentive plan which will
become effective in the event of a takeover or merger. These plans are commonly
known as “golden parachutes” or “tin parachutes” as they are specifically
designed to grossly or unduly benefit a select few in management who would
most likely lose their jobs in an acquisition. Shareholders should be allowed to
vote on all plans of this type.

Resolution: On a case by case basis, vote Against attempts by management to
adopt proposals that are specifically designed to grossly or unduly benefit
members of executive management in the event of an acquisition.

e. Greenmail

Emerald would not support management in the payment of greenmail.
Resolution: Emerald would vote FOR any shareholder resolution that would
eliminate the possibility of the payment of greenmail.

f. Cumulative Voting

Cumulative voting entitles stockholders to as many votes as equal the number of
shares they own multiplied by the number of directors being elected. According
to this set of rules, a shareholder can cast all votes towards a single director, or
any two or more. This is a proposal usually made by a minority shareholder
seeking to elect a director to the Board who sympathizes with a special interest. It
also can be used by management that owns a large percentage of the company to
ensure that their appointed directors are elected.

Resolution: Cumulative voting tends to serve special interests and not those of
shareholders, therefore Emerald will vote Against any proposals establishing
cumulative voting and For any proposal to eliminate it.

g. Proposals Designed to Discourage Mergers & Acquisitions In Advance

These provisions direct Board members to weigh socioeconomic and legal as well
as financial factors when evaluating takeover bids. This catchall apparently
means that the perceived interests of customers, suppliers, managers, etc., would
have to be considered along with those of the shareholder. These proposals may
be worded: “amendments to instruct the Board to consider certain factors when
evaluating an acquisition proposal”. Directors are elected primarily to promote
and protect the shareholder interests. Directors should not allow other
considerations to dilute or deviate from those interests. Resolution: Emerald
will vote Against proposals that would discourage the most productive use of
corporate assets in advance.

h. Confidential Voting

A company that does not have a ballot provision has the ability to see the proxy
votes before the annual meeting. In this way, management is able to know before
the final outcome how their proposals are being accepted. If a proposal is not
going their way, management has the ability to call shareholders to attempt to
convince them to change their votes. Elections should take place in normal



democratic process which includes the secret ballot. Elections without the secret
ballot can lead to coercion of shareholders, employees, and other corporate
partners. Resolution: Vote For proposals to establish secret ballot voting.

1. Disclosure

Resolution: Emerald will vote Against proposals that would require any kind of
unnecessary disclosure of business records. Emerald will vote For proposals that
require disclosure of records concerning unfair labor practices or records dealing
with the public safety.

J.  Sweeteners

Resolution: Emerald will vote Against proposals that include what are called
“sweeteners’ used to entice shareholders to vote for a proposal that includes other
items that may not be in the shareholders best interest. For instance, including a
stock split in the same proposal as a classified Board, or declaring an
extraordinary dividend in the same proposal installing a shareholders rights plan

(Poison Pill).

k. Changing the State of Incorporation

If management sets forth a proposal to change the State of Incorporation, the
reason for change is usually to take advantage of another state’s liberal
corporation laws, especially regarding mergers, takeovers, and anti-shareholder
measures. Many companies view the redomestication in another jurisdiction as an
opportune time to put new anti-shareholder measures on the books or to purge
their charter and bylaws of inconvenient shareholder rights, written consent,
cumulative voting, etc. Resolution: On a case-by-case basis, Emerald will vote
Against proposals changing the State of Incorporation for the purpose of their
anti-shareholder provisions and will support shareholder proposals calling for
reincorporation into a jurisdiction more favorable to shareholder democracy.

1. Equal Access to Proxy Statements

Emerald supports stockholders right to equal access to the proxy statement, in the
same manner that management has access. Stockholders are the owners of a
corporation and should not be bound by timing deadlines and other obstacles that
presently shareholders must abide by in sponsoring proposals in a proxy
statement. The Board should not have the ability to arbitrarily prevent a
shareholder proposal from appearing in the proxy statement. Resolution:
Emerald will support any proposal calling for equal access to proxy statements.

m. Abstention Votes

Emerald supports changes in the method of accounting for abstention votes.
Abstention votes should not be considered as shares “represented” or “cast” at an
annual meeting. Only those shares cast favoring or opposing a proposal should be
included in the total votes cast to determine if a majority vote has been achieved.
Votes cast abstaining should not be included in total votes cast. Resolution:




Emerald will support any proposal to change a company’s by-laws or articles of
incorporation to reflect the proper accounting for abstention votes.

II1. Other Issues

On other major issues involving questions of community interest, moral and
social concern, fiduciary trust and respect for the law such as:

A. Human Rights
B. Nuclear Issues
C. Defense Issues
D. Social Responsibility

Emerald, in general supports the position of management. Exceptions to this
policy Include:

1. South Africa

Emerald will actively encourage those corporations that have South
African interests to adopt and adhere to the Statement of Principles for
South Africa, formerly known as the Sullivan Principles, and to take
further actions to promote responsible corporate activity.

2. Northern Ireland
Emerald will actively encourage U.S. companies in Northern Ireland to

adopt and adhere to the MacBride Principles, and to take further actions to
promote responsible corporate activity.

IV. Other Potential Conflicts of Interest

Emerald may manage a variety of corporate accounts that are publicly traded.
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