
 

October 5, 2017 
  
Dear Northeast Bancorp Shareholder: 
  

You are cordially invited to attend the 2017 annual meeting of shareholders of Northeast Bancorp. The annual meeting 
will be held on Friday, November 17, 2017 at 10:00 a.m., Eastern time, at the offices of Goodwin Procter LLP located at 100 
Northern Avenue, Boston, Massachusetts 02210.  
  

The proxy statement, with the accompanying formal notice of the meeting, describes the matters expected to be acted 
upon at the meeting. We urge you to review these materials carefully and to use this opportunity to take part in the affairs of 
Northeast Bancorp by voting on the matters described in the proxy statement. Following the formal portion of the meeting, 
we will report on the operations of our company, and our directors and management team will be available to answer 
appropriate questions from shareholders.  
  

Your vote is important. We hope that you will be able to attend the meeting. Whether or not you plan to attend the 
meeting, please vote as soon as possible. Instructions on how to vote are contained in the proxy statement. 
  

Thank you for your continued support of Northeast Bancorp. 
  
    Sincerely, 
 
  

 
  
 

 
 
  

 
  
 
Richard Wayne 
President and Chief Executive Officer 

  
  





 

NORTHEAST BANCORP 
500 Canal Street 

Lewiston, Maine 04240  
  

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 
TO BE HELD ON NOVEMBER 17, 2017  

  
The 2017 annual meeting of shareholders of Northeast Bancorp will be held on Friday, November 17, 2017 at 10:00 a.m., 

Eastern time, at the offices of Goodwin Procter LLP located at 100 Northern Avenue, Boston, Massachusetts 02210. 
  

  
1. To elect the two nominees named in the proxy statement as Class I directors, each to serve for a three-year term and 

until their respective successors are duly elected and qualified.  
  
  2. To approve, on an advisory, non-binding basis, the compensation of our named executive officers. 
  

  
3. To ratify the appointment of RSM US LLP as our independent registered public accounting firm for the fiscal year

ending June 30, 2018.  
  
  4. To ratify the Northeast Bancorp Amended and Restated 2010 Stock Option and Incentive Plan. 
  

  
5. To consider and act upon any other matters that are properly brought before the annual meeting and at any

adjournments or postponements thereof. At this time we are not aware of any such other matters. 
  

You may vote if you were a holder of shares of voting common stock of record as of the close of business on 
September 22, 2017. If you do not plan to attend the meeting and vote your shares of voting common stock in person, we 
urge you to vote your shares as instructed in the proxy statement. Please complete, date, sign and return the accompanying 
proxy card, or submit your proxy electronically via the Internet or telephone.  
  

If your shares of voting common stock are held by a broker, bank or other nominee, please follow the instructions you 
receive from your broker, bank or other nominee to have your shares of voting common stock voted. 
  

Any proxy may be revoked at any time prior to its exercise at the annual meeting. 
  
    By Order of the Board of Directors 
 
  

 
  

 
 

 
 
Date: October 5, 2017 

 
  

 
Suzanne M. Carney 
Corporate Clerk 

  
  



 

Important Notice Regarding the Availability of Proxy Materials for 
the Annual Meeting of Shareholders to be Held on November 17, 2017 

  
We have adopted the Securities and Exchange Commission rule allowing companies to furnish proxy materials to their 

shareholders over the Internet. We believe that this expedites shareholders’ receipt of proxy materials and lowers the costs 
of our annual meeting. On or about October 5, 2017, we mailed a Notice of Internet Availability of Proxy Materials (the 
“Notice”) to all shareholders of record of voting common stock as of September 22, 2017, containing instructions on how to 
access our proxy statement, Form 10-K and annual report and vote your shares. The Notice also contains instructions on how 
you can (i) receive a paper copy of the proxy materials, if you only received a Notice by mail, or (ii) elect to receive your 
proxy materials over the Internet.  
  

The proxy statement and annual report to shareholders are available at http://www.investorvote.com/NBN. 
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NORTHEAST BANCORP 
500 Canal Street 
Lewiston, Maine  

  

  
PROXY STATEMENT  

  

  
This proxy statement is being first made available to shareholders of Northeast Bancorp on or about October 5, 2017, 

and is being furnished in connection with the solicitation of proxies by the Board of Directors of Northeast Bancorp for use 
at the 2017 annual meeting of shareholders of Northeast Bancorp to be held on Friday, November 17, 2017 at 10:00 a.m., 
Eastern time, at the offices of Goodwin Procter LLP located at 100 Northern Avenue, Boston, Massachusetts 02210, and at 
any adjournments or postponements thereof. For directions to attend the annual meeting, please visit 
http://www.edocumentview.com/NBN.  
  

In this proxy statement, the terms “Northeast,” “the company,” “we,” “our” and “us” refer to Northeast Bancorp and its 
subsidiary.  
  

Important Notice Regarding the Availability of Proxy Materials 
for the Annual Meeting of Shareholders To Be Held on Friday, November 17, 2017 

  
We have adopted the Securities and Exchange Commission (the “SEC”) rule allowing companies to furnish proxy 

materials to their shareholders over the Internet. We believe that this expedites shareholders’ receipt of proxy materials and 
lowers the costs of our annual meeting. On or about October 5, 2017, we mailed a Notice of Internet Availability of Proxy 
Materials (the “Notice”) to all shareholders of record of voting common stock as of September 22, 2017, containing 
instructions on how to access our proxy statement, Form 10-K and annual report and vote your shares. The Notice also 
contains instructions on how you can (i) receive a paper copy of the proxy materials, if you only received a Notice by mail, 
or (ii) elect to receive your proxy materials over the Internet.  
  

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING  
  
Why am I receiving this proxy statement?  
  

You are receiving this proxy statement and the enclosed proxy card because our Board of Directors is soliciting your 
proxy to vote at the 2017 annual meeting of shareholders. This proxy statement contains detailed information you need to 
know in order to vote at the annual meeting. The proxy card is used for voting on the proposals.  
  
What am I voting on?  
  

You are being asked to vote on the following items at the annual meeting: 
  

  
1. To elect the two nominees named in the proxy statement as Class I directors, each to serve for a three-year term 

and until their respective successors are duly elected and qualified.  
  
  2. To approve, on an advisory, non-binding basis, the compensation of our named executive officers. 
  

  
3. To ratify the appointment of RSM US LLP as our independent registered public accounting firm for the fiscal

year ending June 30, 2018.  
  
  4. To ratify the Northeast Bancorp Amended and Restated 2010 Stock Option and Incentive Plan. 
  

  
5. To consider and act upon any other matters that are properly brought before the annual meeting and at any

adjournments or postponements thereof. At this time we are not aware of any such other matters. 
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Who is entitled to vote?  
  

If you were a shareholder of record of voting common stock (a “Voting Shareholder”) as of the close of business on 
September 22, 2017, the record date, you are entitled to receive notice of the annual meeting and to vote the shares of voting 
common stock that you held as of the close of business on the record date, if any.  
  
May I attend the meeting?  
  

All shareholders of record at the close of business on the record date, or their designated proxies, are authorized to attend 
the annual meeting. Each shareholder of record and proxy will be asked to present a valid government-issued photo 
identification, such as a driver’s license or passport, before being admitted. If you are not a shareholder of record but you 
hold your shares in “street name,” you should provide proof of beneficial ownership as of the record date, such as an account 
statement reflecting your stock ownership as of the record date, a copy of the voting instruction card provided by your broker, 
bank or other nominee, or other similar evidence of ownership. We reserve the right to determine the validity of any purported 
proof of beneficial ownership. If you do not have proof of ownership, you may not be admitted to the annual meeting. 
Cameras, recording devices and other electronic devices will not be permitted, and attendees may be subject to security 
inspections and other security precautions.  
  
What constitutes a quorum?  
  

The presence, in person or by proxy, of holders of at least a majority of the total number of outstanding shares of voting 
common stock entitled to vote is necessary to constitute a quorum for the transaction of business at the annual meeting. As 
of the record date, there were 7,899,432 shares of voting common stock outstanding and entitled to vote at the annual meeting. 
Each share of voting common stock outstanding on the record date is entitled to one vote on each matter properly submitted 
at the annual meeting and, with respect to the election of directors, one vote for each director to be elected. Abstentions and 
“broker non-votes” (i.e., shares represented at the meeting held by brokers, as to which instructions have not been received 
from the beneficial owners or persons entitled to vote such shares and with respect to which, on one or more but not all 
matters, the broker does not have discretionary voting power to vote such shares) will be counted for purposes of determining 
whether a quorum is present for the transaction of business at the annual meeting.  
  
How do I vote?  
  

Voting in Person at the Meeting. If you are a Voting Shareholder as of the record date and attend the annual meeting, 
you may vote in person at the meeting. If your shares of voting common stock are held in street name and you wish to vote 
in person at the meeting, you will need to obtain a proxy from the broker, bank or other nominee that holds your shares of 
voting common stock of record.  
  

Voting by Proxy for Shares Registered Directly in Your Name. If you hold your shares of voting common stock in your 
own name as a holder of record with our transfer agent, Computershare, Inc., you may instruct the proxy holders named in 
the proxy card how to vote your shares of voting common stock in one of the following ways:  
  

  

● Internet Voting. You may provide voting instructions via the Internet by following the instructions provided on
your proxy card. The website for Internet proxy voting is printed on your proxy card. Please have your proxy
card in hand. Internet proxy voting is available 24 hours per day until 3:00 a.m., Eastern time, on November 17, 
2017. You will receive a series of instructions that will allow you to provide voting instructions to your proxy
agents for your shares of voting common stock. You will also be given the opportunity to confirm that your 
instructions have been properly recorded. If you provide voting instructions via the Internet, you do not need to
return your proxy card.  

  

  

● Telephone Voting. You also have the option to provide voting instructions by calling the toll-free number listed 
on your proxy card. Telephone proxy voting is available 24 hours per day until 3:00 a.m., Eastern time, on 
November 17, 2017. When you call, please have your proxy card in hand. You will receive a series of voice
instructions that will allow you to provide voting instructions to your proxy agents for your shares of voting
common stock. You will also be given the opportunity to confirm that your instructions have been properly
recorded. If you vote by telephone, you do not need to return your proxy card.  
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● Voting by Mail. If you would like to provide voting instructions to your proxy agents by mail, then please mark,

sign and date your proxy card and return it promptly to our transfer agent, Computershare, Inc., in the postage-
paid envelope provided.  

  
Voting by Proxy for Shares Registered in Street Name. If your shares of voting common stock are held in street name, 

you will receive instructions from your broker, bank or other nominee that you must follow in order to have your shares of 
common stock voted.  
  
Will other matters be voted on at the annual meeting?  
  

We are not currently aware of any other matters to be presented at the annual meeting other than those described in this 
proxy statement. If any other matters not described in the proxy statement are properly presented at the meeting, any proxies 
received by us will be voted in the discretion of the proxy holders. 
  
May I revoke my proxy instructions?  
  

You may revoke your proxy at any time before it has been exercised by: 
  

  
● Filing a written revocation with the Corporate Clerk of Northeast Bancorp, 500 Canal Street, Lewiston,

Maine 04240; 
  

  
● Submitting a new proxy by telephone, Internet or proxy card after the time and date of the previously

submitted proxy; or 
  
  ● Appearing in person and voting by ballot at the annual meeting. 
  

If you are a Voting Shareholder as of the record date attending the annual meeting, you may vote in person whether or 
not a proxy has been previously given, but your presence (without further action) at the annual meeting will not constitute 
revocation of a previously given proxy. 
  
How can I receive copies of the proxy materials?  
  

If you wish to request copies free of charge of our annual report or proxy statement, please send your request to our 
executive offices at c/o Suzanne Carney, Corporate Clerk, Northeast Bancorp, 500 Canal Street, Lewiston, Maine 04240 or 
visit the “Investor Relations” tab at www.northeastbank.com/about-us.  
  

Additionally, this proxy statement and our 2017 annual report are available on the company’s website and at 
http://www.investorvote.com/NBN. 
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CORPORATE GOVERNANCE PRINCIPLES AND BOARD MATTERS 
  
The Board of Directors 
  

The Board of Directors, which is elected by the Voting Shareholders, is responsible for the overall management of the 
business and affairs of Northeast. It has the ultimate decision-making authority, except with respect to those matters reserved 
to shareholders. The Board and its committees review Northeast’s long-term strategic plans and exercise direct decision-
making authority in a number of areas, such as declaring a dividend. The Board of Directors selects, advises and monitors 
the performance of the senior management team, which is charged with the conduct of Northeast’s business and the 
implementation of the Board’s strategic plan. The Board of Directors also reviews development and succession plans for 
Northeast’s senior executive officers, as needed.  
  

The Board of Directors currently consists of seven members divided into three classes. Class I directors are Robert R. 
Glauber and Richard Wayne; Class II directors are Matthew B. Botein and Cheryl Lynn Dorsey; and Class III directors are 
John C. Orestis, David A. Tanner and Judith E. Wallingford. The terms of the Class I directors will expire at the 2017 annual 
meeting.  
  

Directors of the company are also directors of Northeast Bank (the “Bank”), which is a wholly-owned subsidiary of 
Northeast.  
  
Corporate Governance Guidelines  
  

The Board of Directors has adopted Corporate Governance Guidelines that govern the structure of the Board of Directors 
and outline the Board’s policies on a number of Northeast’s corporate governance issues and procedures. These guidelines 
embody long-standing practices of Northeast and also include procedures designed to incorporate current corporate 
governance best practices. Northeast’s corporate governance practices are designed to align the interests of the Board and 
management with those of Northeast’s shareholders and to promote honesty and integrity throughout the company. The 
Corporate Governance Guidelines are available on the company’s website under the “Investor Relations” tab at 
www.northeastbank.com/about-us.  
  
Director Qualifications and Independence  
  

Applicable rules of The NASDAQ Stock Market (the “NASDAQ Listing Rules”), the exchange on which Northeast’s 
voting common stock is listed, and the Corporate Governance Guidelines require that the Board of Directors consist of a 
majority of independent directors. The Board of Directors evaluates the relationships between each director (or his or her 
immediate family members and related interests) and the company to determine a director’s independence under the 
NASDAQ Listing Rules. Based on that review, the Board of Directors has affirmatively determined that each director, other 
than Mr. Wayne, is independent under the NASDAQ Listing Rules.  
  
Executive Sessions of the Board  
  

As provided in the Corporate Governance Guidelines, the independent directors meet in executive session at least 
quarterly and often monthly, following a meeting of the Board of Directors. The chairman of the Board of Directors, also the 
chairman of the Nominating and Corporate Governance Committee (the “Governance Committee”), presides at these 
sessions.  
  
Board Attendance and Annual Meeting Policy  
  

It is the company’s policy that directors should make every effort to attend each meeting of the Board of Directors, each 
meeting of the committees on which they serve, and the annual meeting of shareholders. During the fiscal year ended June 30, 
2017 (“fiscal 2017”), there were 12 meetings of the Board of Directors, and each of the directors attended at least 75% of the 
meetings of the Board of Directors (held during the period for which he or she had been a director) and committees on which 
he or she served (during the periods that he or she served). Directors are expected to attend annual meetings of shareholders 
in person unless doing so is impracticable due to unavoidable conflicts. Seven directors of Northeast attended the 2016 annual 
meeting of shareholders.  
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Board Leadership  
  

In accordance with the company’s bylaws, the Board elects an independent director as the Chairman of the Board and 
also appoints the President, who also serves as Chief Executive Officer. Robert Glauber serves as Northeast’s Chairman of 
the Board, and Richard Wayne serves as President and Chief Executive Officer of the company. The Chairman is responsible 
for the management, development and effective functioning of the Board and provides leadership in every aspect of the 
Board’s oversight of the company. The Chairman also acts in an advisory capacity to the President and Chief Executive 
Officer, and to other executive officers in matters concerning the interests of the company and the Board, as well as serving 
as the liaison between management and the Board. The Chairman and the President and Chief Executive Officer work closely 
to ensure that the strategic goals of Northeast’s management team are in line with the risk and governance oversight objectives 
of the Board of Directors. 
  
Board Committee Membership and Meetings  
  

The committees of the Board of Directors include an Audit Committee, Compensation Committee, Nominating and 
Corporate Governance Committee (“Governance Committee”) and Risk Management Committee. These committees assist 
the Board in fulfilling its responsibilities. All of the members of the committees are nominated by the Governance Committee 
and appointed by the Board of Directors. Members of these committees are elected annually at the Board of Directors’ 
meeting following the annual meeting of shareholders. Each of these committees is composed entirely of independent 
directors. Each of the Audit Committee, the Compensation Committee, the Governance Committee and the Risk Management 
Committee operates under a committee charter approved by the Board of Directors setting out the purposes and 
responsibilities of the committee.  
  

Audit Committee    Compensation Committee   Governance Committee    
Risk Management 

Committee  
Judith E. Wallingford, Chair   Matthew B. Botein, Chair   Robert R. Glauber, Chair   John C. Orestis, Chair 

Cheryl Lynn Dorsey   Robert R. Glauber   Cheryl Lynn Dorsey   Matthew B. Botein 
John C. Orestis   Judith E. Wallingford   John C. Orestis   Judith E. Wallingford 

    Cheryl Lynn Dorsey       David A. Tanner 
  
Audit Committee. The Audit Committee currently consists of Mses. Wallingford and Dorsey and Mr. Orestis. Each 

member of the Audit Committee is independent under the NASDAQ Listing Rules and meets the criteria for independence 
as set forth in the SEC rules applicable to an audit committee.  
  

The Audit Committee (i) oversees the accounting, financial reporting and internal control processes and the audits of 
financial statements; (ii) takes, or recommends that the Board take, appropriate action to oversee the qualifications, 
independence and performance of independent auditors; and (iii) prepares the report required by the rules of the SEC to be 
included in the proxy statement.  
  

The Audit Committee held eight meetings during fiscal 2017. The Board of Directors has determined that 
Ms. Wallingford qualifies as an “audit committee financial expert” as that term is defined in the rules of the SEC. The Audit 
Committee’s charter is available on the company’s website under the “Investor Relations” tab at 
www.northeastbank.com/about-us.  
  

Compensation Committee. The Compensation Committee currently consists of Messrs. Botein and Glauber and 
Mses. Dorsey and Wallingford. Each member of the Compensation Committee is independent under the NASDAQ Listing 
Rules.  
  

The Compensation Committee oversees overall compensation structure, policies and programs, reviews processes and 
procedures for the consideration and determination of director and executive compensation, and is responsible for producing 
a report for inclusion in the proxy statement relating to the company’s annual meeting of shareholders or annual report on 
Form 10-K, in accordance with applicable rules and regulations. The primary objective of the Compensation Committee is 
to develop and implement compensation policies and plans that ensure the attraction and retention of key management 
personnel, the motivation of management to achieve Northeast’s corporate goals and strategies, and the alignment of the 
interests of management with the long-term interests of Northeast’s shareholders.  
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The Compensation Committee determines the compensation of all executive officers. The Compensation Committee 
also reviews and makes recommendations to the full Board of Directors regarding the compensation of non-employee 
directors. During fiscal 2017, the Compensation Committee engaged PricewaterhouseCoopers LLP to conduct market 
compensation reviews for its named executive officers and directors. For additional information on the Compensation 
Committee’s process for the consideration and determination of the executive officer and director compensation and the 
engagement of the compensation consultant, please see “Executive Compensation.” 
  

The Compensation Committee held four meetings during fiscal 2017. The Compensation Committee’s charter is 
available on the company’s website under the “Investor Relations” tab at www.northeastbank.com/about-us.  
  

Governance Committee. The Governance Committee currently consists of Messrs. Glauber and Orestis and Ms. Dorsey. 
Each member of the Governance Committee is independent under the NASDAQ Listing Rules.  
  

The Governance Committee is responsible for identifying individuals qualified to become board members, consistent 
with criteria approved by the Board, and recommending that the Board select the director nominees for election at each annual 
meeting of shareholders. The Governance Committee is also responsible for developing and recommending to the Board a 
set of corporate governance guidelines applicable to Northeast, periodically reviewing such guidelines and recommending 
any changes thereto, and overseeing the evaluation of the Board and management.  
  

The Governance Committee held three meetings during fiscal 2017. The Governance Committee Charter is available on 
the company’s website under the “Investor Relations” tab at www.northeastbank.com/about-us.  
  

Risk Management Committee. The Risk Management Committee currently consists of Messrs. Orestis, Botein and 
Tanner and Ms. Wallingford. The Risk Management Committee monitors and approves the company’s levels of risk tolerance 
and related metrics on a comprehensive, enterprise-wide basis, and identifies and monitors key risks individually, approves 
levels of risk tolerance for each, and evaluates arrangements for the management thereof. The Risk Management Committee 
further provides a forum for consideration and discussion of trends and emerging risks.  
  

The Risk Management Committee held five meetings during fiscal 2017.  
  
Risk Oversight  
  

The Board of Directors plays an important role in the risk oversight of the company and is involved in risk oversight 
through direct decision-making authority with respect to significant matters, including the development of limits and specific 
risk tolerances, and the oversight of management by the Board of Directors and its committees. The Board of Directors and 
its committees also are each directly responsible for considering risks and the oversight of risks relating to decisions that each 
committee is responsible for making. In light of Northeast’s overall business, market and regulatory framework under which 
Northeast operates, and the complexities of Northeast’s operations as a whole, the Board has established a Risk Management 
Committee, tasked with specific responsibility for direct oversight of the risks inherent in Northeast’s business, along with 
management of the enterprise-wide risk management program.  
  

In addition to the Risk Management Committee, the Board of Directors administers its risk oversight function through 
(1) the review and discussion of regular periodic reports to the Board of Directors and its committees on topics relating to the 
risks that Northeast faces, including, among others, credit risk, interest rate risk, regulatory risk and various other matters 
relating to Northeast’s business; (2) the required approval by the Board of Directors (or a committee thereof) of significant 
transactions and other decisions, including, among others, final budgets, material uses of capital, strategic direction, and 
executive management hiring and promotions; (3) the direct oversight of specific areas of Northeast’s business by the Risk 
Management Committee, the Audit Committee, the Compensation Committee, and the Governance Committee; and 
(4) regular periodic reports from the company’s internal and external auditors and other third party consultants regarding 
various areas of potential risk, including, among others, those relating to the company’s internal controls and financial 
reporting. The Board of Directors also relies on management to bring significant matters impacting the company to the 
Board’s attention.  
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Consideration of Director Nominees  
  

Shareholder Recommendations. The Governance Committee’s current policy is to review and consider any director 
candidates who have been recommended by shareholders in compliance with the procedures established from time to time 
by the Governance Committee and set forth in the Governance Committee charter. All shareholder recommendations for 
director candidates must be submitted to Corporate Clerk at Northeast Bancorp, 500 Canal Street, Lewiston, ME 04240, who 
will forward all recommendations to the Governance Committee.  
  

Board Membership Criteria. The Governance Committee has established criteria for the Governance Committee-
recommended director nominees. These criteria include the following specific, minimum qualifications that the Governance 
Committee believes must be met by each Governance Committee-recommended nominee for a position on the Board: 
  

  
● The nominee shall have experience at a strategic or policymaking level in a business, government, non-profit or 

academic organization of high standing. 
  
  ● The nominee shall be highly accomplished in his or her respective field, with superior credentials and recognition. 
  

  
● The nominee shall be well regarded in the community and shall have a long-term reputation for the highest ethical

and moral standards. 
  

  
● The nominee shall have sufficient time and availability to devote to the affairs of the company, particularly in light

of the number of boards on which the nominee may serve. 
  

  
● To the extent such nominee serves or has previously served on other boards, the nominee shall have a demonstrated

history of actively contributing at board meetings. 
  

In addition to the minimum qualifications for each nominee set forth above, the Governance Committee shall recommend 
that the Board select persons for nomination to help ensure that: 
  
  ● A majority of the Board shall be independent under the NASDAQ Listing Rules. 
  

  
● Each of its Audit, Compensation, Governance and Risk Management Committees shall be comprised entirely of

independent directors. 
  

  
● At least one member of the Audit Committee shall have such experience, education and other qualifications

necessary to qualify as an “audit committee financial expert” as defined by the rules of the SEC.  
  

Finally, in addition to any other standards the Governance Committee may deem appropriate from time to time for the 
overall structure and composition of the Board, the Governance Committee may consider the following factors when 
recommending that the Board select persons for nomination: 
  

  
● Whether the nominee has direct experience in the financial services industry or in the markets in which the company

operates. 
  

  
● Whether the nominee, if elected, assists in achieving a mix of Board members that represents a diversity of

background and experience. 
  

Identifying and Evaluating Nominees. The Governance Committee may solicit recommendations for director nominees 
from any or all of the following sources: non-management directors, the Chief Executive Officer, other executive officers, 
third-party search firms or any other source it deems appropriate.  
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The Governance Committee will review and evaluate the qualifications of any proposed director candidate that it is 
considering or has been recommended to it by a shareholder in compliance with the Governance Committee’s procedures for 
that purpose, and conduct inquiries it deems appropriate into the background of these proposed director candidates. In 
identifying and evaluating proposed director candidates, the Governance Committee may consider, in addition to the 
minimum qualifications for Governance Committee-recommended director nominees, all facts and circumstances that it 
deems appropriate or advisable, including, among other things, the skills of the proposed director candidate, his or her depth 
and breadth of business experience, his or her independence and the needs of the Board. Neither the Governance Committee 
nor the Board has a specific policy with regard to the consideration of diversity in identifying director nominees, although 
both may consider diversity when identifying and evaluating proposed director candidates. As noted above, the Governance 
Committee, when recommending director candidates to the full Board for nomination, may consider whether a director 
candidate, if elected, assists in achieving a mix of Board members that represents a diversity of background and experience. 
Other than circumstances in which Northeast may be legally required by contract or otherwise to provide third parties with 
the ability to nominate directors, the Governance Committee will evaluate all proposed director candidates that it considers 
or who have been properly recommended to it by a shareholder based on the same criteria and in substantially the same 
manner, with no regard to the source of the initial recommendation of the proposed director candidate.  
  
Communications with Directors  
  

The Board of Directors has established a process for shareholders and other interested parties to communicate with the 
Board or a particular director. A shareholder may send a letter to Northeast Bancorp, Attention: Corporate Clerk, 500 Canal 
Street, Lewiston, ME 04240. The mailing envelope should contain a clear notation indicating that the enclosed letter is a 
“Board communication” or “director communication.” All such letters should state whether the intended recipients are all 
members of the Board or just certain specified individual directors. The Corporate Clerk will circulate the communications 
(with the exception of commercial solicitations) to the appropriate director or directors. Communications marked 
“Confidential” will be forwarded unopened. A log of all correspondence addressed to the directors will be kept for periodic 
review by the Governance Committee and any other interested director.  
  
Code of Ethics  
  

The Board has adopted a Code of Ethics that applies to all of the directors, officers and employees, including its principal 
executive officer, principal financial officer and principal accounting officer. The company is committed to the highest 
standards of ethical and professional conduct, and the Code of Ethics provides guidance on how to uphold these standards. 
The Code of Ethics consists of basic standards of business practice as well as professional and personal conduct. Any material 
amendments to, or waivers of, the Code of Ethics (to the extent applicable to the principal executive officer, principal financial 
officer or principal accounting officer) will be promptly disclosed by the company. The Governance Committee has been 
charged with reviewing and reassessing the adequacy of the Code of Ethics annually and recommending any proposed 
changes to the Board for approval. The Code of Ethics is available on the company’s website under the “Investor Relations” 
tab at www.northeastbank.com/about-us. A copy of this Code is also available in print to any shareholder upon written request 
addressed to Suzanne Carney, Corporate Clerk, 500 Canal Street, Lewiston, Maine 04240.  
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Director Compensation 
  

Directors of the company also are directors of the Bank. In fiscal 2017, each director received $10,000 per quarter. The 
Governance and Compensation Committee chairs received an additional $1,250 quarterly and the Audit and Risk Committee 
chairs received an additional $2,500 quarterly. The chairman of the Board of Directors received an additional $5,000 per 
quarter. Management directors do not receive compensation for services rendered as directors. Effective August 23, 2017, 
the Board increased the compensation of directors to $12,500 per quarter. The following table sets forth a summary of the 
compensation earned by or paid to our non-employee directors for fiscal 2017: 
  

Name    
Fees Earned or 

Paid in Cash    
Robert Glauber(1) .................................................................................................................................    $ 67,500  
Matthew Botein(2) ................................................................................................................................      41,250  
Cheryl Dorsey .......................................................................................................................................      40,000  
John Orestis ...........................................................................................................................................      47,500  
David Tanner .........................................................................................................................................      40,000  
Judith Wallingford ................................................................................................................................      48,750  
  

  (1) As of June 30, 2017, Mr. Glauber held an option to purchase 21,601 shares of voting common stock.  

  

(2) As of June 30, 2017, Mr. Botein held options to purchase 81,005 shares of non-voting common stock and 40,503
stock appreciation rights, which can be redeemed for a maximum of $0.59, or $24 thousand. Mr. Botein has assigned 
his pecuniary interest in these awards to R3 Capital Partners Master, L.P., an indirect subsidiary of BlackRock, Inc.,
which is entitled to any proceeds or shares received  
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PROPOSAL 1 
ELECTION OF DIRECTORS 

Introduction  
  

The Board of Directors consists of seven members divided into three classes: Class I, Class II and Class III. At the 2017 
annual meeting, two Class I directors will be elected to serve for a three-year term until the 2020 annual meeting of 
shareholders and until their respective successors are duly elected and qualified. Following the recommendation of the 
Governance Committee, the Board has nominated all of the current Class I directors for re-election.  
  
Vote Required  
  

Directors are elected by a plurality of the votes cast by the holders of shares of voting common stock present in person 
or represented by proxy and entitled to vote on the election of directors at the annual meeting. Votes may be cast for or 
withheld from each nominee. Votes cast for the nominees will count as “yes” votes. Votes that are withheld from the nominees 
will not be voted with respect to the director or directors indicated. Withheld votes and broker non-votes will have no effect 
on the outcome of the director elections.  
  
Recommendation  
  

The Board of Directors unanimously recommends a vote FOR its nominees, Robert R. Glauber and Richard 
Wayne. Properly authorized proxies solicited by the Board will be voted FOR each of the nominees unless instructions 
to the contrary are given. 
  
Information Regarding the Nominees, Other Directors and Executive Officers  
  

The following biographical descriptions set forth certain information with respect to the nominees for election as 
directors at the annual meeting, each director who is not standing for election and the executive officers who are not directors, 
based on information furnished to the company by each nominee, director and executive officer. Each executive officer holds 
office until the regular meeting of the Board of Directors following the next annual meeting of shareholders and until his or 
her successor is duly elected and qualified or until his or her earlier resignation or removal.  
  

The biographical description below for each nominee includes the specific experience, qualifications, attributes and skills 
that led to the conclusion by the Board of Directors that such person should serve as a director of Northeast. The biographical 
description of each director who is not standing for election includes the specific experience, qualifications, attributes and 
skills that the Board of Directors would expect to consider if it were making a conclusion currently as to whether such person 
should serve as a director. The Board of Directors did not currently evaluate whether these directors should serve as directors, 
as the terms for which they have been previously elected continue beyond the annual meeting.  
  
Directors with Terms Expiring 2017  
  

Robert R. Glauber, 78, has been a director of Northeast and the Bank since December 29, 2010. He is also a Lecturer 
at Harvard’s Kennedy School of Government and was a Visiting Professor at Harvard Law School in 2007 and 2009. Mr. 
Glauber served as Chairman and Chief Executive Officer of the National Association of Securities Dealers (“NASD”), now 
the Financial Industry Regulatory Authority (“FINRA”), the private-sector regulator of the U.S. securities markets from 
September 2001 to September 2006, after becoming NASD’s Chief Executive Officer in November 2000. Prior to becoming 
an officer at NASD, Mr. Glauber was a Lecturer at the Kennedy School from 1992 until 2000, Under Secretary of the Treasury 
for Finance from 1989 to 1992 and a Professor of Finance at the Harvard Business School for 25 years. From 1987 to 1988, 
Mr. Glauber served as Executive Director of the Task Force (“Brady Commission”) appointed by President Reagan to report 
on the 1987 stock market crash. Mr. Glauber presently is a director of XL Group plc., Pioneer Global Asset 
Management, S.p.A., the Metropolitan Opera Guild, and an overseer of the Boston Symphony Orchestra. He has been a 
Senior Advisor at Peter J. Solomon Co., an investment bank, since November 2006. Mr. Glauber graduated from Harvard 
College and received his doctorate from Harvard Business School. We believe that Mr. Glauber’s qualifications to serve on 
the Board of Directors include his extensive experience relating to finance, corporate governance and management.  
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Richard Wayne, 65, has been the President and Chief Executive Officer and a director of Northeast and the Bank since 
December 29, 2010. He co-founded Capital Crossing Bank (formerly known as Atlantic Bank) located in Boston, 
Massachusetts in 1988. He served as President and Co-Chief Executive Officer from 1991 until its sale in February 2007. 
Mr. Wayne holds a B.S. in Accounting from Syracuse University, a J.D. from Suffolk University Law School, and a Masters 
in Taxation from Boston University School of Law. We believe that Mr. Wayne’s qualifications to serve on the Board of 
Directors include his demonstrated experience in executive leadership, management and banking.  
  
Directors with Terms Expiring 2018 
  

Matthew B. Botein, 44, has been a director of Northeast and the Bank since December 29, 2010. He is Co- Founder and 
Managing Partner of Gallatin Point Capital LLC (“GPC”). Prior to founding GPC, Mr. Botein was co-head and Chief 
Investment Officer of BlackRock Alternative Investors, the alternative investing unit of asset manager BlackRock Inc. Prior 
to his role at BlackRock, he was a partner at hedge fund Highfields Capital Management and a principal in the private equity 
department of The Blackstone Group. He has been instrumental in the formation, acquisition or development of numerous 
financial services enterprises, including PennyMac Financial Services Inc., Aspen Insurance Holdings Limited, ABR 
Reinsurance Limited, Home Partners of America, and Cyrus Reinsurance Limited. Mr. Botein currently serves on the Boards 
of PennyMac and Aspen, as a strategic advisor to technology-enabled real estate investment platform Cadre Inc., and as a 
Senior Advisor to BlackRock Inc. He also serves as a trustee of Boston Medical Center and Beth Israel Deaconess Medical 
Center and on the investment committee of both institutions, chairing that of Boston Medical Center. He is a member of the 
Advisory Committee on Corporate Social Responsibility for Harvard University. He is a Phi Beta Kappa graduate of Harvard 
College and the Harvard Business School, where he was awarded Baker and Loeb scholarships. We believe that Mr. Botein’s 
qualifications to serve on the Board of Directors include his extensive experience relating to finance, strategic planning and 
executive leadership.  
  

Cheryl Lynn Dorsey, 54, has been a director of Northeast and the Bank since December 29, 2010. She has also been 
the President of Echoing Green, a global nonprofit that sparks transformative social change by investing in emerging social 
entrepreneurs and their bold ideas to build a more equitable world, since May 2002. Ms. Dorsey served as a White House 
Fellow from 1997 to 1998, serving as Special Assistant to the U.S. Secretary of Labor, advising the Clinton Administration 
on health care and other issues. She was later named Special Assistant to the Director of the Women’s Bureau of the U.S. 
Labor Department, where she helped develop family-friendly workplace policies and spearheaded the labor secretary’s pay 
equity initiative. From 2009-2016, she was the Vice-Chair of the President’s Commission on White House Fellowships, after 
serving as a team member of the Innovation and Civil Society subgroup of the Obama Presidential Transition’s Technology, 
Innovation, and Government Reform Policy Working Group. She was named one of “America’s Best Leaders” in 2009 by 
U.S. News & World Report and the Center for Public Leadership at the John F. Kennedy School of Government at Harvard 
University. Ms. Dorsey serves on the Harvard University Board of Overseers and the SEED Foundation. She is a 2006 Henry 
Crown Fellow through the Aspen Institute, a 2007 Prime Movers Fellow through the Hunt Alternatives Fund, and a member 
of the John F. Kennedy School of Government’s Visiting Committee. She holds a B.A. in History and Science from Harvard-
Radcliffe Colleges, an M.D. from the Harvard Medical School and an M.P.P. from the John F. Kennedy School of 
Government. We believe that Ms. Dorsey’s qualifications to serve on the Board of Directors include her extensive experience 
in executive leadership, management and strategic planning.  
  
Directors with Terms Expiring 2019  
  

John C. Orestis, 74, has been a director of Northeast and the Bank since 2007. Mr. Orestis has been the owner, Treasurer 
and Chief Development Officer of Schooner Estates Retirement Community in Auburn, Maine since 2006 as well as the 
President and Chief Executive Officer of North Country Associates in Lewiston, Maine since 1987. Mr. Orestis received his 
A.B. from Georgetown University and his Juris Doctorate from American University and was a senior Partner at Skelton, 
Taintor, Abbott & Orestis, Attorneys from 1968 to 1987, specializing in business and tax law. Mr. Orestis has served on 
many government and civic organizations throughout Maine, including the Maine Healthcare Association and the Maine 
Economic Growth Council. Mr. Orestis was the former mayor of the city of Lewiston and is widely recognized by many of 
the Bank’s customers as having a particular interest in senior citizens by virtue of his substantial investment in senior care. 
We believe that Mr. Orestis’ qualifications to serve on the Board of Directors include his business and legal experience, and 
his connections to the Maine community.  
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David A. Tanner, 58, has been a director of Northeast and the Bank since December 29, 2010. He is also the Managing 
Director of Three Mile Capital LLC, a private investment company. Until June 30, 2017, Mr. Tanner was the Managing 
Director of Arlon Group LLC, the investment group affiliated with Continental Grain Company, and served as Executive 
Vice President and a member of the Management Committee of Continental Grain Company since 2006. Previously, Mr. 
Tanner served as a Founder and Managing Principal of Quadrangle Group, LLC from 2000 to 2006; Managing Director at 
Lazard Freres & Co. and Managing Principal at Lazard Capital Partners from 1998 to 2000; and Managing Director at 
Warburg Pincus LLC, with which he was associated from 1986-1997. Mr. Tanner serves on the Boards of Directors of 
Wholesome Sweeteners, Inc., The Coastal Companies, and CiCi’s Holdings, Inc. Mr. Tanner is also the Chairman of the 
Board of Trustees of Montefiore Medicine Academic Health System, Trustee of the New York University School of Law, 
Director of Lawyers for Children and member of the Council on Foreign Relations. Mr. Tanner received his Bachelor of Arts 
degree with honors in History from Princeton University, his Diploma of Economics from the London School of Economics, 
and his Juris Doctor from the New York University School of Law. We believe that Mr. Tanner's qualifications to serve on 
the Board of Directors include his extensive experience in executive leadership, strategic planning and corporate governance. 
  

Judith E. Wallingford, 61, has been a director of Northeast and the Bank since 1994. Ms. Wallingford is the recently 
retired President of The Maine Water Company, a water utility serving various communities in Maine, and prior to that served 
as Treasurer and Controller for Consumers Water Company. Ms. Wallingford joined the Board as a result of Northeast’s 
acquisition of Brunswick Federal Savings, F.A. Ms. Wallingford is a Certified Management Accountant and holds a BA from 
Bowdoin College. We believe that Ms. Wallingford’s qualifications to serve on the Board of Directors include her knowledge 
of executive management, finance and accounting, and general business acumen.  
  
Executive Officers who are not Directors  
  

Brian Pinheiro, 35, has been the Chief Risk Officer of Northeast and the Bank since March 2015 and the interim Chief 
Financial Officer since September 2017. Prior to joining Northeast Bank, Mr. Pinheiro served as Managing Director at 
Corporate Finance Group, Inc. (CFGI) from 2011 to 2015, where he provided consulting services to financial institutions and 
banking clients. Before his position at CFGI, he was an Audit Manager in the Financial Services practice at Deloitte LLP, 
Boston. Mr. Pinheiro received a B.S. and M.S. in Accountancy from the University of Massachusetts at Amherst. He is a 
Certified Public Accountant licensed in the Commonwealth of Massachusetts. 
  

Patrick Dignan, 54, has been the Executive Vice President of Northeast since fiscal 2016 and with the Bank since 2010. 
He is responsible for developing new lending opportunities and ensuring sound credit quality throughout all business lines. 
Prior to joining the Bank in 2010, Mr. Dignan was a Senior Vice President with Capital Crossing Servicing Company, and 
previously with Capital Crossing, a Division of Lehman Brothers Bank, and Capital Crossing Bank. Mr. Dignan holds a B.A. 
in Philosophy from St. John’s College, is a Fellow of the Royal Institute of Chartered Surveyors, and a member of the 
Counselors of Real Estate.  
  

Julie Jenkins, 54, has been the Senior Vice President and Director of Operations since July 2012. She is responsible for 
the oversight of Loan Servicing, Deposit Operations, Project Management, Information Technology and Customer Contact 
Center departments of the Bank. Prior to becoming Director of Operations, from May 2011 to July 2012, Ms. Jenkins was 
the Director of eBanking Strategic Initiatives. Prior to joining the Bank, Ms. Jenkins was at Santander Bank, where she led a 
team of internal consultants for its parent, Banco Santander, who were responsible for planning, organizing and implementing 
enterprise-wide new technology systems for the company. Ms. Jenkins has held senior operations and technology 
management positions at Mt. Washington Bank and Abington Savings Bank. Ms. Jenkins earned her B.A. in Management 
from Assumption College in Worcester, Massachusetts. 
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COMPENSATION DISCUSSION AND ANALYSIS 
Introduction 
  

This Compensation Discussion and Analysis describes the company’s executive compensation philosophy, programs 
and policies for fiscal 2017, and sets forth how the Compensation Committee of the Board of Directors of the company 
determined fiscal 2017 compensation for the following named executive officers of the company: 
  
  ● Richard Wayne, President and Chief Executive Officer; 
  

  
● Brian Shaughnessy, former Chief Financial Officer (Mr. Shaughnessy resigned from his position as Chief

Financial Officer effective September 15, 2017); 
  
  ● Brian Pinheiro, Chief Risk Officer and interim Chief Financial Officer; 
  
  ● Patrick Dignan, Executive Vice President; and 
  
  ● Julie Jenkins, Senior Vice President, Director of Operations. 
  

The company is committed to ensuring the alignment of the interests of the named executive officers with those of the 
company’s shareholders. The following is a brief summary of fiscal 2017 financial results and other highlights: 
  

  
● Year over year, the company grew earnings per diluted share by 73% to $1.38 per diluted share compared to

$0.80 per diluted share in fiscal 2016;  
  
  ● The company achieved the following: 
  
  ● Return on average equity of 10.62% in fiscal 2017 compared to 6.66% in fiscal 2016; 
  
  ● Return on average assets of 1.22% in fiscal 2017 compared to 0.85% in fiscal 2016; 
  
  ● Efficiency ratio of 62.22% in fiscal 2017 compared to 71.71% in fiscal 2016  
  

  
● Total revenue increased by $10.4 million while non-interest expense increased by $2.0 million, when compared

to fiscal 2016.  
  

  

● The company generated loans of $516.7 million, growing the loan portfolio on a net basis by $86.8 million or
12.5% (net growth of 22.1% excluding secured loans to broker dealer payoffs of $48.0 million and a Bank loan
sale of $18.3 million in the third quarter of fiscal 2017). This net loan growth was funded principally by net
growth in core deposits of $89.4 million, or 11.2%, due to growth in non-maturity accounts of $103.5 million,
23.0%, offset by a decrease in time deposits of $14.1 million, or 4.0%.  

  

  
● The company continued to build the Loan Acquisition and Servicing Group (the “LASG”), which purchases and

originates commercial loans on a nationwide basis for the Bank’s portfolio and services commercial loans for
third parties. In the current year, the LASG: 

  

  
● Purchased $112.8 million at an average price of 89.0% of the unpaid principal balance compared to $100.0

million at an average price of 92.0% of the unpaid principal balance in fiscal 2016; 
  
  ● Originated $237.7 million of loans compared to $110.6 million in fiscal 2016. 
  

  
● The company continued to build its national SBA lending program, which closed $82.0 million of loans during 

fiscal 2017, and sold $53.8 million for a gain on sale of $5.3 million. 
 

  
● The company repurchased 645,000 shares at $10.75 per share in fiscal 2017. The company’s stock price closed

at $20.35 on June 30, 2017. 
  

  
● The company was added to the broad-market Russell 3000® Index as a result of the Russell U.S. indexes annual

reconstitution.  
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Compensation Philosophy and Objectives  
  

We seek to attract and retain talented and committed employees and executives. Our compensation program is intended 
to meet the following objectives: 
  
  ● Attract, develop, retain and motivate talented leadership to achieve the company’s strategic objectives;  
  

  
● Align management’s interests with those of the shareholders through the use of equity plans approved by the

Board and shareholders; and  
  

  
● Reward high performance, promote accountability and adherence to the company’s values and its Code of

Ethics.  
  
Role of Compensation Committee, Outside Advisors and Management in Compensation Decisions  
  

The Compensation Committee, pursuant to its charter, provides management and the Board with guidance on matters of 
executive and director compensation and related benefits. The Compensation Committee meets in executive sessions when 
discussing CEO performance and specific actions related to CEO compensation. The Compensation Committee determines, 
after discussion with the Board, the compensation of the company’s CEO, and determines all compensation actions for the 
company’s other executive officers after reviewing the recommendations of the CEO. The Compensation Committee relies 
on management and outside advisers for staff work and technical guidance in conducting its affairs. It retains full authority 
to engage independent third party advisers, including PricewaterhouseCoopers LLP, to conduct independent studies and 
provide objective advice on executive and director compensation. PricewaterhouseCoopers LLP’s primary role with the 
company has been as independent adviser to the Compensation Committee on executive compensation matters. The company 
also retains Goodwin Procter LLP for legal and advisory services on executive compensation matters, including the drafting 
of compensation plan documents. The company may use other firms from time to time in the normal course of business.  
  
Total Compensation Market Benchmarking and Peer Group  
  

The Compensation Committee, with the advice of its independent compensation consultant, 
PricewaterhouseCoopers LLP, approved an updated peer group in August 2016, which was used for market comparisons in 
fiscal 2017. The peer group included 20 banks of similar asset and revenue size, revenue mix and business orientation:  
  

Bankwell Financial Group Inc. Enterprise Bancorp, Inc. 
Bar Harbor Bankshares Evans Bancorp, Inc. 
Berkshire Hills Bancorp, Inc. First Bancorp Inc. 
Blue Hills Bancorp, Inc. Independent Bank Corp. 
Brookline Bancorp, Inc. Meridian Bancorp, Inc. 
BSB Bancorp, Inc. Salisbury Bancorp Inc. 
Camden National Corporation Sussex Bancorp 
Chemung Financial Corporation Union Bankshares Inc. 
Clifton Bancorp, Inc. United Financial Bancorp, Inc. 
Community Bancorp Inc. Western New England Bancorp 

 
This peer group was used as one market frame of reference for compensation comparisons. In addition, 

PricewaterhouseCoopers LLP has provided other relevant market reference points, such as broader financial services and 
general industry compensation survey data covering companies of similar size to augment this peer group data. Given the 
company’s objective to attract and retain the talent necessary to meet its strategic objectives, the company currently relies 
primarily on the internal judgment of the Compensation Committee for performance and compensation benchmarking using 
an evaluation of both financial and non-financial goals. These goals include growing each of our divisions, fully deploying 
all raised capital, and enhancing and leveraging the operational capacity of the company. As a result, the Compensation 
Committee has placed less emphasis on total compensation benchmarking. 
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Principles for Setting Compensation Levels  
  

The factors considered by the company in setting executive compensation levels are: 
  
  ● Achievement of the company’s long-term strategic objectives;  
  
  ● Alignment of management’s interests with those of shareholders;  
  
  ● Risk tolerances, and in particular whether compensation programs encourage excessive risk-taking; 
  
  ● Retention of its executive team; 
  
  ● Cost considerations; and 
  
  ● Regulatory constraints and guidelines. 
  

The company believes that the aggregate total compensation as reported in the Summary Compensation Table for its 
named executive officers is reasonable and fair based on the above factors. Specifically: 
  

  
● A portion of named executive officer compensation is tied to, and varies with, the overall performance of the

company; 
  

  
● The equity grants made to Mr. Wayne in fiscal 2011 and fiscal 2017 include a significant performance-based 

equity incentive component; and 
  

  
● Named executive officer compensation is appropriate in light of the competitive environment for recruiting

executive officers, and what competitors pay. 
  
Elements of Executive Compensation  
  
Cash Compensation  
  

The Compensation Committee reviews the base salaries of its named executive officers each year. Salary increases are 
generally based on the executive’s performance within specific areas of accountability, external market competitiveness and 
internal budget considerations. 
  

  

● In fiscal 2017, Mr. Wayne’s salary was increased from $500,000 to $600,000, the first salary increase for Mr. Wayne
since fiscal 2013. In addition, Mr. Wayne received a $325,000 cash bonus for performance in fiscal 2017. Prior to
fiscal 2016, Mr. Wayne historically had not received any non-equity incentive compensation or discretionary cash
bonuses from the company. 

  

  
● Mr. Shaughnessy’s salary was set at $225,000 upon hire in January 2015 and was increased to $231,750 in fiscal

2017. Mr. Shaughnessy received a $100,000 cash bonus for performance in fiscal 2017.  
  

  
● Mr. Pinheiro’s salary was increased to $231,750 in fiscal 2017. Mr. Pinheiro received a $100,000 cash bonus for

performance in fiscal 2017. 
  

  
● Mr. Dignan’s salary was $400,000 in fiscal 2017. In addition, Mr. Dignan received a $225,000 cash bonus for

performance in fiscal 2017. 
  

  
● Ms. Jenkin’s salary was $217,485 in fiscal 2017. In addition, Ms. Jenkins received a $115,000 cash bonus for

performance in fiscal 2017. 
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Equity-Based Long-Term Incentives  
  

The Compensation Committee considers long-term equity-based compensation to be an integral part of the company’s 
compensation program. In making equity awards, the Compensation Committee considered the benefit to the company of 
having a significant portion of the executives’ compensation tied to the long-term financial performance of the company, and 
thereby to shareholder value. The Compensation Committee also considered the experience and qualifications of the 
executives, their ability to execute the company’s business plan, the retention value of long-term equity incentives and peer 
compensation data.  
  

In August 2016, Mr. Wayne was granted 15,000 restricted shares that fully vest on August 25, 2019, subject to his 
continued employment through that date, and 50,000 restricted shares that are performance-based (the “performance shares”). 
The performance shares are subject to performance-based vesting over a three-year performance period (the “performance 
period”). The performance shares include an absolute metric and a sliding metric within the performance period. The absolute 
metric requires that in order for Mr. Wayne to be eligible to vest in the performance shares in any given year within the 
performance period, the company must be in full compliance at all times with the regulatory commitments made to the 
Federal Reserve Bank and Maine Bureau of Financial Institutions, and neither the bank nor the company is subject to any 
written agreement, Board resolution, memorandum of understanding or consent with any regulatory agency. Once it has been 
determined that the absolute metric has been met, Mr. Wayne will vest in performance shares based on reaching certain 
thresholds in regards to the company’s return on equity (“ROE”). The ROE targets and vesting schedule are as follows: 
  

    
ROE 

Target     

Shares vested: 
<70% 

ROE Target     

Shares vested: 
70% - <80% 
ROE Target     

Shares vested: 
80% - <90% 
ROE Target     

Shares vested: 
90% - 100% 
ROE Target   

FY17 .............................     8.67%     —       5,000       7,500      10,000  
FY18 .............................     11.60%     —       5,000       7,500       10,000  
FY19 .............................     13.30%     —       5,000       7,500       10,000  
3 Year Cumulative ........     11.17%     —       10,000       15,000       20,000  

  
In August 2016, Mr. Shaughnessy and Mr. Pinheiro were each granted 5,000 shares, Ms. Jenkins was granted 10,000 

shares, and Mr. Dignan was granted 25,000 shares, all of which vest in three equal annual installments, commencing on 
August 25, 2019. No shares were awarded to Messrs. Wayne, Shaughnessy, Pinheiro, Dignan or Ms. Jenkins for performance 
subsequent to June 30, 2017 through the date of this filing.  
  

The restricted share awards granted to each of our named executive officers in August 2016 vest immediately upon the 
termination of the executive’s employment due to death or disability. In addition, upon a change in control of the company, 
(i) any unvested time-based restricted shares will vest in full, and (ii) any unvested performance shares granted to Mr. Wayne 
in August 2016 will convert to time-based restricted shares that will vest in full at the end of each performance period, subject 
to Mr. Wayne’s continued employment through the last day of such performance period. If an acquirer does not assume, 
continue or substitute the performance shares, or Mr. Wayne’s employment is terminated without cause or Mr. Wayne resigns 
for good reason following a change in control, the performance shares will vest in full upon the change in control, termination 
or resignation, as applicable.  
  
Executive Benefits  
  

All named executive officers are eligible for company-sponsored benefit programs available broadly to company 
employees, including healthcare and dental benefits, disability insurance and life insurance. The company also maintains a 
traditional 401(k) plan pursuant to which the company matches half of an employee’s contribution, up to 6% of the 
employee’s salary.  
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Employment Agreement 
  

On December 29, 2010, the company entered into an employment agreement with Mr. Wayne with an initial term of 
three years. Upon expiration of the initial term, the employment agreement will be renewed for successive terms of one year, 
unless either party gives written notice not less than 90 days prior to the date of any such anniversary of the election not to 
extend the term.  
  

Pursuant to the employment agreement, Mr. Wayne is entitled to receive an annual base salary, which may be increased 
from time to time in accordance with normal business practices and in the sole discretion of the company. Mr. Wayne is also 
eligible to participate in the company’s non-equity incentive compensation and equity-based long term incentive plans as 
determined by the company’s Compensation Committee and in any benefit programs that the company establishes and makes 
available to its employees.  
  

The employment agreement contains restrictive covenants, including non-competition and non-solicitation covenants 
that survive for 24 months following the termination of employment.  
  

The employment agreement describes the payments and benefits to which Mr. Wayne would be entitled upon termination 
of his employment under certain circumstances. Specifically, if (i) Mr. Wayne’s employment is terminated either by the 
company without cause or by such executive for good reason or if the company makes an election not to extend the term of 
any such employment agreement, and (ii) Mr. Wayne executes a release of claims prepared by the company, the non-
competition restrictions in the applicable employment agreement will terminate unless the company (in the sole discretion of 
the Board) pays such executive an amount equal to the base salary such executive would have received for the duration of 
the restricted period.  
  
Change in Control  
  

In the event of a change in control, the equity award documents for each of the named executive officers provide that 
(i) all time-vested options or restricted stock would immediately vest in full and (ii) any unvested performance shares granted 
to Mr. Wayne in August 2016 will be subject to the treatment described above in the section titled “Equity-Based Long Term 
Incentive.” Additionally, as discussed above in the section titled “Employment Agreement,” in the event that Mr. Wayne’s 
employment is terminated by the company without cause or by Mr. Wayne for good reason, the non-competition restrictions 
in Mr. Wayne’s employment agreement will terminate unless the company (in the sole discretion of the Board) pays to the 
executive an amount equal to the base salary he would have received for the duration of the 24-month restricted period. 
  
Potential Payments upon Termination or Change in Control 
  
    Option Awards      Stock Awards    

Name    

Time-
Vested 

Options to 
Vest at 

Change in 
Control      

Option 
Exercise 
Price ($)     

Number of 
Shares of 
Stock to 
Vest at 

Change in 
Control (#)     

Market 
Value of 
Shares to 
Vest at 

Change in 
Control (1)      

Equity 
Incentive Plan 

Awards to 
Potentially 

Vest at 
Change in 

Control     

Equity 
Incentive 

Plan Awards: 
Market Value 

of 
Unearned 

Shares    
Richard Wayne .................     16,530    $ 9.38       —     $ —      —    $ —  
      —      —       57,639       1,172,954      40,000      814,000  
Brian Pinheiro ..................     —      —       12,500       254,375      —      —  
Patrick Dignan ..................     11,020      9.38       —       —      —      —  
      —      —       66,759       1,358,546      —      —  
Julie Jenkins .....................     2,755      9.38       —       —      —      —  
      —      —       20,440       415,954      —      —  
  
  (1) Market value is based on the closing price of the company’s common stock on June 30, 2017 of $20.35 per share. 
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Tax, Regulatory and Accounting Implications  
  

The company believes it is in compliance with respect to all tax, regulatory and accounting standards. 
  
Compensation Committee Interlocks and Insider Participation in Compensation Decisions 
  

The Compensation Committee is comprised entirely of the following independent directors: Messrs. Botein and Glauber 
and Mses. Dorsey and Wallingford. No member of the Compensation Committee is a current, or was a former, officer or 
employee of the Company or any of its subsidiaries.  
  
Compensation Committee Report  
  

The Compensation Committee of the Board of Directors has reviewed and discussed the Compensation Discussion and 
Analysis required by Item 402(b) of Regulation S-K with management and, based on this review and discussions, the 
Committee recommended to the Board that the Compensation Discussion and Analysis be included in the Company’s Proxy 
Statement.  
  
Submitted by the Compensation Committee:  
  

Matthew Botein, Chair 
Cheryl Lynn Dorsey 
Robert Glauber 
Judith E. Wallingford 
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Tabular Disclosure of Named Executive Officer Compensation 
  

SUMMARY COMPENSATION TABLE 
  

The following table sets forth information concerning the compensation paid to or earned by the company’s named 
executive officers.  
  

Name and Principal Position 
Fiscal 
Year    Salary      

Stock 
Awards(1)      Bonus     

All Other 
Compensation(2)     Total    

Richard Wayne ...................... 2017   $ 600,000    $ 728,000(3)   $ 325,000    $ 12,606    $ 1,665,606  
President & Chief 2016     500,000      —      200,000      10,256      710,256  
Executive Officer 2015     500,000      362,400      —      12,208      874,608  

Brian Shaughnessy(4) ........... 2017     231,750      56,000      100,000      10,688      398,438  
Chief Financial Officer 2016     225,000      54,150      50,000      7,319      336,469  

  2015     99,520      22,325      25,000      141      146,986  
Brian Pinheiro (5) .................. 2017     231,750      56,000      100,000      7,364      395,114  

Chief Risk Officer 2016     225,000      54,150      50,000      7,270      336,420  
  2015     68,365      23,600      25,000      7      116,972  
Patrick Dignan (6) ................. 2017     400,000      280,000      225,000      16,517      921,517  

Executive                                           
Vice President                                           

Julie Jenkins (7) ....................  2017     217,485      112,000      115,000      7,567      452,052  
Senior Vice President,                                           
Director of Operations                                           

  

  

(1) The amounts in these columns reflect the grant date fair value of equity awards, including modifications, determined
in accordance with FASB ASC Topic 718 granted under the company’s Amended and Restated 2010 Stock Option 
and Incentive Plan. Information about the assumptions used to value these awards can be found in Part II. Item 8. 
“Financial Statements and Supplementary Data—Note 14: Stock-Based Compensation” of the company’s 2017
Annual Report on Form 10-K.  

  

(2) These amounts for fiscal 2017 include payments as follows: (i) term life insurance premiums: $5,210 for Mr. Wayne, 
$414 for Mr. Shaughnessy, $415 for Mr. Pinheiro, $1,242 for Mr. Dignan and $1,046 for Ms. Jenkins; (ii) matching 
401k contributions: $7,396 for Mr. Wayne, $6,949 for Mr. Shaughnessy, $6,949 for Mr. Pinheiro, $8,700 for Mr.
Dignan and $6,521 for Ms. Jenkins; (iii) parking: $3,325 for Mr. Shaughnessy and $4,200 for Mr. Dignan; and (iv)
reimbursed life insurance premiums of $2,375 for Mr. Dignan. 

  
(3) Stock awards for Mr. Wayne include 50,000 performance shares, which have a fair value of the stock price at

issuance, assuming 100% of the ROE targets for each performance period are achieved. 

  
(4) Mr. Shaughnessy was appointed Chief Financial Officer of the company on January 12, 2015, and resigned effective

September 15, 2017. 

  
(5) Mr. Pinheiro was appointed Chief Risk Officer of the company on March 3, 2015 and interim Chief Financial Officer

on September 15, 2017. 

  
(6) Mr. Dignan was appointed Executive Vice President of Northeast on February 18, 2016, and became a named

executive officer of the company in fiscal 2017.  

  
(7) Ms. Jenkins was appointed Senior Vice President, Director of Operations of Northeast on June 26, 2012, and became 

a named executive officer of the company in fiscal 2017.  
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GRANTS OF PLAN-BASED AWARDS - FISCAL 2017 
  

Name  Grant Date   

Estimated Future 
Payouts Under Equity 
Incentive Plan Awards 

(#)     

All other 
Stock Awards: 

Number of 
Shares of 

Stock or units 
(#)     

Grant date 
fair value of 
Stock and 

Option 
Awards   

Richard Wayne ................................ 8/25/16    50,000      —    $ 560,000  
  8/25/16    —      15,000      168,000  
Brian Shaughnessy .......................... 8/25/16    —      5,000      56,000  
Brian Pinheiro ................................. 8/25/16    —      5,000      56,000  
Patrick Dignan ................................ 8/25/16    —      25,000      280,000  
Julie Jenkins .................................... 8/25/16    —      10,000      112,000  
  

OUTSTANDING EQUITY AWARDS AT JUNE 30, 2017  
  

The following table shows the outstanding equity awards held by the company’s named executive officers as of 
June 30, 2017: 
  
   Option Awards     Stock Awards   

Name   

Number of 
Securities 

Underlying 
Unexercised 
Options (#) 
Exercisable    

Number of 
Securities 

Underlying 
Unexercised 
Options (#) 

Unexercisable(1)      

Equity 
Incentive 

Plan 
Awards: 

Number of 
Securities 

Underlying 
Unexercised 
Unearned 

(#) 
Options(2)      

Option 
Exercise 
Price ($)     

Option 
Expiration 

Date      

Number 
of 

Shares or 
Units of 
Stock 
That 

Have Not 
Vested 
(#) (3)      

Market 
Value of 
Shares or 
Units of 

Stock That 
Have Not 
Vested(#) 

(4)      

Equity 
Incentive 

Plan 
Awards: 

Number of 
Unearned 

Shares, 
Units or 
Other 
Rights 
That 

Have Not 
Vested (#) 

(5)     

Equity 
Incentive 

Plan 
Awards: 

Market or 
Payout 

Value of 
Unearned 

Shares, 
Units or 
Other 

Rights That 
Have Not 
Vested ($) 

(4)   
Richard Wayne .   118,808     —      —    $ 13.93    12/29/2020      —    $ —      —     $ —  
    —     —      118,808      13.93    12/29/2020      —      —      —       —  
    33,059     16,530      —      9.38    1/31/2023      —      —      —       —  
    —     —      —      —      —      57,639      1,172,954      40,000       814,000  
Brian 

Shaughnessy ..   —     —      —      —      —      12,500      254,375      —       —  
Brian Pinheiro ...   —     —      —      —      —      12,500      254,375      —       —  
Patrick Dignan ..   21,601     —      —      13.93    12/29/2020      —      —      —       —  
    22,039     11,020      —      9.38    1/31/2023      —      —      —       —  
    —     —      —      —      —      66,759      1,358,546      —       —  
Julie Jenkins......   7,500     —      —      12.63    1/27/2022      —      —      —       —  
    5,510     2,755      —      9.38    1/31/2023      —      —      —       —  
    —     —      —      —      —      20,440      415,954      —       —  
  

  

  
(1) For Mr. Wayne, 16,530 options with an exercise price of $9.38 vest on January 31, 2018. For Mr. Dignan, 11,020

options with an exercise price of $9.38 vest on January 31, 2018. For Ms. Jenkins, 2,755 options with an exercise
price of $9.38 vest on January 31, 2018. 

  

(2) For Mr. Wayne, 118,808 options are performance-based, and were divided into three equal tranches, each of which
will vest if certain qualitative conditions are satisfied and the stock price exceeds a specified hurdle price for a period
of 50 of the previous 75 consecutive trading days. The applicable hurdle price varies depending on the number of
years that have elapsed since the date of grant. With respect to the first tranche, the applicable hurdle price is $16.43
for the period from December 29, 2010 through December 29, 2015; $18.58 for the period from December 29, 2015 
through December 29, 2016; and $20.77 for the period from December 29, 2016 through December 29, 2017. With 
respect to the second tranche, the hurdle price is $18.58 for the period from December 29, 2010 through 
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December 29, 2016; and $20.77 for the period from December 29, 2016 through December 29, 2017. With respect 
to the third tranche, the hurdle price is $20.77 for the period from December 29, 2010 through December 29, 2017. 
In the event any portion of the performance-based equity has not vested by the seventh anniversary of the merger of
the company and FHB Formation LLC (i.e., December 29, 2017), that portion of the performance-based equity will 
terminate.  

  

(2) For Mr. Wayne, 2,639 shares vest in one remaining installment on January 31, 2018, 40,000 shares vest in three
equal installments, commencing on December 19, 2017, and 15,000 shares vest in full on August 25, 2019. For
Mr. Shaughnessy, 2,500 shares vest in three equal installments, commencing on January 29, 2018; 5,000 shares vest 
in three equal installments, commencing on September 21, 2018; and 5,000 shares vest in three equal installments,
commencing on August 25, 2019. For Mr. Pinheiro, 2,500 shares vest in three equal installments, commencing on
March 3, 2018; 5,000 shares vest in three equal installments, commencing on September 21, 2018; and 5,000 shares 
vest in three equal installments, commencing on August 25, 2019. For Mr. Dignan, 1,759 shares vest in one 
remaining installment on January 31, 2018; 20,000 shares vest in three equal installments, commencing on August
21, 2017; 20,000 shares vest in three equal installments, commencing on September 21, 2018; and 25,000 shares
vest in three equal installments, commencing on August 25, 2019. For Ms. Jenkins, 440 shares vest in one remaining
installment on January 31, 2018; 5,000 shares vest in three equal installments, commencing on August 21, 2017;
5,000 shares vest in three equal installments, commencing on September 21, 2018; and 10,000 shares vest in three
equal installments, commencing on August 25, 2019. 

  (3) Market value is based on the closing price of the company’s common stock on June 30, 2017 of $20.35 per share. 

  
(4) In August 2016, Mr. Wayne was granted 50,000 performance shares, subject to performance-based vesting over a 

three-year performance period, which are described previously in the section titled “Equity-Based Long-Term 
Incentives,” of which 40,000 has not vested. 

  
OPTION EXERCISES AND STOCK VESTED – FISCAL 2017 

  
    Stock Awards   

Name    
Number of Shares 

Acquired on Vesting (#)     
Value Realized on 
Vesting ($)(1)(2)   

Richard Wayne .................................................................................     10,000    $ 233,000  
      2,639      37,210  
Brian Shaughnessy ...........................................................................     —      —  
Brian Pinheiro ..................................................................................     —      —  
Patrick Dignan ..................................................................................     1,759      24,802  
Julie Jenkins .....................................................................................     440      6,204  
  

  (1) Market value is based on the closing price of the company's common stock on the respective vesting date. 

  
(2) For Mr. Wayne, 10,000 shares vested upon achievement of the ROE target of 8.67% for fiscal 2017, and approval 

by the Compensation Committee of the Board of Directors on September 19, 2017. 
 

  



22 

PROPOSAL 2 
ADVISORY, NON-BINDING VOTE ON NAMED EXECUTIVE OFFICER COMPENSATION  

  
We are providing our Voting Shareholders the opportunity to vote to approve, on an advisory, non-binding basis, the 

compensation of our named executive officers as disclosed in this proxy statement in accordance with the SEC’s rules.  
  

Our executive compensation programs and policies are designed to attract, motivate and retain executive talent, and are 
aligned with the long-term interests of our shareholders. Please see the section titled “Compensation Discussion and 
Analysis” for a detailed discussion of our executive compensation programs. We believe that the effectiveness of our 
compensation programs is demonstrated by the accomplishments of management in executing the company’s business plan 
over the last fiscal year.  
  

The Board of Directors recommends that Voting Shareholders vote in favor of the following resolution: 
  

“RESOLVED, that the compensation of Northeast’s named executive officers, as disclosed pursuant to 
Item 402 of Regulation S-K, including the Executive Compensation section, the compensation tables and 
narrative discussion, be approved.”  

  
The resolution that is the subject of this proposal will not have any binding legal effect regardless of whether or not it is 

approved, and may not be construed as overruling a decision by the company or the Board or creating or implying any change 
to the fiduciary duties of the Board. However, the Compensation Committee intends to take the results of the vote on this 
proposal into account in its future decisions regarding the compensation of the company’s named executive officers.  
  
Vote Required  
  

The affirmative vote of a majority of the shares of voting common stock present in person or represented by proxy at the 
meeting and entitled to vote on this proposal is required for the approval of this proposal. Abstentions shall be included in 
determining the number of shares present and entitled to vote on the proposal, thus having the effect of a vote against the 
proposal. Broker non-votes, if any, are not counted in determining the number of shares present and entitled to vote and will 
therefore have no effect on the outcome. 
  
Recommendation  
  

The Board of Directors unanimously recommends a vote FOR this proposal. Properly authorized proxies solicited 
by the Board will be voted FOR this proposal unless instructions to the contrary are given. 
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PROPOSAL 3 
RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC 

ACCOUNTING FIRM  
  

The Audit Committee of the Board of Directors has selected and appointed RSM US LLP as our independent registered 
public accounting firm to audit our consolidated financial statements for the year ending June 30, 2018. Although ratification 
by Voting Shareholders is not required by law or by our bylaws, the Audit Committee believes that submission of its selection 
to Voting Shareholders is a matter of good corporate governance. Even if the appointment is ratified, the Audit Committee, 
in its discretion, may select a different independent registered public accounting firm at any time if the Audit Committee 
believes that such a change would be in the best interests of Northeast. If our Voting Shareholders do not ratify the 
appointment of RSM US LLP, the Audit Committee will take that fact into consideration, together with such other factors it 
deems relevant, in determining its next selection of independent auditors.  
  

It is anticipated that a representative of RSM US LLP will attend the annual meeting of shareholders, will have an 
opportunity to make a statement if he or she desires to do so and will be available to respond to appropriate questions.  
  
Fees  
  

Aggregate fees for professional services rendered by RSM US LLP for the years ended June 30, 2017 and 2016, 
respectively, were as follows:  
  
    2017     2016   
Audit Fees(1) ................................................................................................................   $ 359,694    $ 343,605  
Audit-Related Fees(2) ..................................................................................................     13,520      13,520  
Tax Fees(3) ..................................................................................................................     95,000      179,100  
All Other Fees(4) ..........................................................................................................     23,483      —  
Total .............................................................................................................................   $ 491,697    $ 536,225  
  

(1) Includes fees for the financial statement audit of the company, quarterly reviews, regulatory audit requirements, and out-
of-pocket expenses.  
(2) Consists of fees related to the audit of the company’s employee benefit plan and agreed upon procedures for regulatory 
requirements.  
(3) Consists of tax return preparation and tax-related compliance and services.  
(4) Consists of fees for Bank Secrecy Act and Anti-Money Laundering consulting services performed during fiscal 2017. 
  
Auditor Fees Policy 
  

The Audit Committee has approved a policy concerning the pre-approval of audit and non-audit services to be provided 
by RSM US LLP, our previous independent registered public accounting firm. The policy requires that all services provided 
by RSM US LLP to us, including audit services, audit-related services, tax services and other services, must be pre-approved 
by the Audit Committee; provided, however, the pre-approval requirement is waived with respect to the provision of non-
audit services for the company if the “de minimis” provisions of Section 10A(i)(1)(B) of the Exchange Act are satisfied. This 
authority to pre-approve non-audit services may be delegated to one or more members of the Audit Committee, who shall 
present all decisions to pre-approve an activity to the full Audit Committee at its first meeting following such decision.  
  

The Audit Committee approved all audit and non-audit services provided to us for fiscal 2017 and 2016. 
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Vote Required 
  

The affirmative vote of a majority of the shares of voting common stock present in person or represented by proxy at the 
meeting and entitled to vote on this proposal is required for the approval of this proposal. Abstentions shall be included in 
determining the number of shares present and entitled to vote on the proposal, thus having the effect of a vote against the 
proposal. Broker non-votes, if any, are not counted in determining the number of shares present and entitled to vote and will 
therefore have no effect on the outcome. 

 
Recommendation  
  

The Board of Directors unanimously recommends a vote FOR this proposal. Properly authorized proxies 
solicited by the Board will be voted FOR this proposal unless instructions to the contrary are given. 
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AUDIT COMMITTEE REPORT 
  

The members of the Audit Committee of the Board of Directors of Northeast submit this report in connection with the 
committee’s review of the financial reports for the fiscal year ended June 30, 2017 as follows:  
  

  
1. The Audit Committee has reviewed and discussed with management the audited financial statements for

Northeast Bancorp for the fiscal year ended June 30, 2017.  
  

  
2. The Audit Committee has discussed with representatives of RSM US LLP the matters required to be discussed

by Public Company Accounting Oversight Board AU Section 380, Communication with Audit Committees, as 
currently in effect.  

  

  

3. The Audit Committee has received the written disclosures and the letter from the independent accountant
required by the applicable requirements of the Public Company Accounting Oversight Board regarding the
independent accountant’s communications with the Audit Committee concerning independence, and has
discussed with the independent accountant the independent accountant’s independence.  

  
Based on the review and discussions referred to above, the Audit Committee recommended to the Board of Directors 

that the audited financial statements be included in the company’s Annual Report on Form 10-K for the fiscal year ended 
June 30, 2017 for filing with the SEC.  
  

The Audit Committee operates pursuant to a charter that was approved by our Board of Directors. A copy of the Audit 
Committee Charter is available on the company’s website under the “Investor Relations” tab at 
www.northeastbank.com/about-us.  
  
Submitted by the Audit Committee:  
  

Judith E. Wallingford, Chair 
Cheryl Lynn Dorsey 
John C. Orestis  
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PROPOSAL 4 
RATIFICATION OF THE NORTHEAST BANCORP 

AMENDED AND RESTATED 2010 STOCK OPTION AND EQUITY PLAN  
  

RATIFICATION OF AMENDED AND RESTATED 2010 STOCK OPTION AND INCENTIVE PLAN  
  

Our Board of Directors believes that stock options and other stock-based incentive awards are an important part of 
compensation to our employees and consultants which allow the Company to stay competitive in the market for experienced 
employees while aligning the interests of employees with shareholders. On September 21, 2012, the Board approved the 
Amended and Restated Northeast Bancorp 2010 Stock Option and Incentive Plan (the “2010 Plan”), which was approved by 
our shareholders on November 28, 2012. Under pertinent IRS regulations, certain awards made to “Covered Employees” (as 
defined in Section 162(m) of the Internal Revenue Code of 1986, as amended, or the Code) under the 2010 Plan are not 
subject to the cap on the Company’s tax deduction imposed by Section 162(m) of the Code with respect to compensation in 
excess of $1,000,000 per Covered Employee in any year, provided that the 2010 Plan is reapproved by our shareholders at 
least every five years. Accordingly, the Board of Directors seeks shareholders ratification of the 2010 Plan so that certain 
grants made to Covered Employees under the 2010 Plan, including stock options, stock appreciation rights and restricted 
stock awards and restricted stock units subject to performance-based vesting, will continue to qualify as “performance-based 
compensation” under Section 162(m) of the Code and therefore be exempt from the cap on the Company’s tax deduction 
imposed by Section 162(m) of the Code.  
  

Our Board of Directors therefore believes that the ratification of the 2010 Plan is in the best interest of our shareholders. 
  
Summary of Material Features of the 2010 Plan  
  

The material features of the 2010 Plan are: 
  
  ● 1,410,054 shares of common stock are reserved for issuance under the 2010 Plan;  
  

  

● Shares of common stock that are forfeited, cancelled, or otherwise terminated (other than by exercise) under the
2010 Plan are added back to the shares available for issuance under the 2010 Plan. The following shares shall
not be added back to the 2010 Plan: (i) shares tendered or held back upon exercise of an option or settlement of
an award to cover the exercise price or tax withholding, and (ii) shares subject to a stock appreciation right that
are not issued in connection with the stock settlement of the stock appreciation right upon exercise thereof;  

  

  
● Shares of common stock reacquired by the Company on the open market will not be added to the reserved pool

under the 2010 Plan; 
  

  
● The award of stock options (both incentive and non-qualified options), stock appreciation rights, restricted stock

awards, restricted stock units, unrestricted stock awards, cash-based awards, performance share awards and
dividend equivalent rights is permitted; 

  

  
● No dividends or dividend equivalents may be paid on full value shares subject to performance vesting until such

shares are actually earned upon satisfaction of the performance criteria; 
  

  
● Without shareholder approval, the exercise price of stock options and stock appreciation rights will not be

reduced and stock options and stock appreciation rights will not be otherwise repriced through cancellation in
exchange for cash, other awards or stock options or stock appreciation rights with a lower exercise price; 

  
  ● Any material amendment to the 2010 Plan is subject to approval by our shareholders; and 
  
  ● The term of the 2010 Plan will expire on November 28, 2022. 
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Based solely on the closing price of our common stock as reported by The NASDAQ Global Market on September 22, 
2017, and the maximum number of shares that were available for awards as of such date, the maximum aggregate market 
value of the common stock that could potentially be issued under the 2010 Plan is $868,171.  
  
Qualified Performance-Based Compensation under Section 162(m) of the Code  
  

To ensure that certain awards granted under the 2010 Plan to a “Covered Employee” (as defined in the Internal Revenue 
Code of 1986 (the “Code”)) qualify as “performance-based compensation” under Section 162(m) of the Code, the 2010 Plan 
provides that the Compensation Committee may require that the vesting of such awards be conditioned on the satisfaction of 
performance criteria that may include any or all of the following: (1) earnings before interest, taxes, depreciation and 
amortization; (2) net income (loss) (either before or after interest, taxes, depreciation and/or amortization); (3) changes in the 
market price of the stock; (4) economic value-added; (5) funds from operations or similar measure; (6) sales or revenue; 
(7) acquisitions or strategic transactions; (8) operating income (loss); (9) cash flow (including, but not limited to, operating 
cash flow and free cash flow); (10) return on capital, assets, equity, or investment; (11) shareholder returns; (12) return on 
sales; (13) gross or net profit levels; (14) productivity; (15) expense; (16) margins; (17) operating efficiency; (18) customer 
satisfaction; (19) working capital; (20) earnings (loss) per share of common stock; (21) sales or market shares; and 
(22) number of customers, any of which may be measured either in absolute terms or as compared to any incremental increase 
or as compared to results of a peer group, and which may be applied to the company as a whole or to a unit, division, group 
or subsidiary. The Compensation Committee will select the particular performance criteria within 90 days following the 
commencement of a performance cycle. Subject to adjustments for stock splits and similar events, the maximum award 
granted to any one individual that is intended to qualify as “performance-based compensation” under Section 162(m) of the 
Code will not exceed 237,616 shares of common stock for any performance cycle and options or stock appreciation rights 
with respect to no more than 237,616 shares of common stock may be granted to any one individual during any calendar year 
period. If a performance-based award is payable in cash, it cannot exceed $3,309,991 for any performance cycle.  
  

The Board of Directors believes that it is important to maintain our flexibility to make awards to Covered Employees 
and to preserve our tax deduction for awards that qualify as “performance-based compensation” under Section 162(m) of the 
Code.  
  
Summary of the 2010 Plan  
  

The following description of certain features of the 2010 Plan is intended to be a summary only. The summary is qualified 
in its entirety by the full text of the 2010 Plan, which is attached hereto as Appendix A.  
  

Plan Administration. The 2010 Plan may be administered by the full board or Northeast’s Compensation Committee (as 
applicable, the “Administrator”). The Administrator has full power to select, from among the individuals eligible for awards, 
the individuals to whom awards will be granted, to make any combination of awards to participants, and to determine the 
specific terms and conditions of each award, subject to the provisions of the 2010 Plan. The Administrator may delegate to 
Northeast’s Chief Executive Officer the authority to grant stock options to employees who are not subject to the reporting 
and other provisions of Section 16 of the Exchange Act and not subject to Section 162(m) of the Code, subject to certain 
limitations and guidelines.  
  

Eligibility. Persons eligible to participate in the 2010 Plan will be those full or part-time officers, employees, non-
employee directors and other key persons (including consultants and prospective officers) of the company and its subsidiaries 
as selected from time to time by the Administrator in its discretion. Approximately 206 individuals are currently eligible to 
participate in the 2010 Plan, which includes three executive officers, 203 employees who are not officers, and eight non-
employee directors.  
  

Plan Limits. The maximum award of stock options or stock appreciation rights granted to any one individual will not 
exceed 237,616 shares of common stock (subject to adjustment for stock splits and similar events) for any calendar year 
period. If any award of restricted stock, restricted stock units or performance shares granted to an individual is intended to 
qualify as “performance-based compensation” under Section 162(m) of the Code, then the maximum award shall not exceed 
237,616 shares of common stock (subject to adjustment for stock splits and similar events) to any one such individual in any 
performance cycle. If any cash-based award is intended to qualify as “performance-based compensation” under 
Section 162(m) of the Code, then the maximum award to be paid in cash in any one performance cycle may not exceed 
$3,309,991. In addition, no more than 1,410,054 shares will be issued in the form of incentive stock options.  
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Stock Options. The 2010 Plan permits the granting of (1) options to purchase common stock intended to qualify as 
incentive stock options under Section 422 of the Code and (2) options that do not so qualify. Options granted under the 2010 
Plan will be non-qualified options if they fail to qualify as incentive options or exceed the annual limit on incentive stock 
options. Incentive stock options may only be granted to employees of the company and its subsidiaries. Non-qualified options 
may be granted to any persons eligible to receive incentive options and to non-employee directors and key persons. The 
option exercise price of each option will be determined by the Administrator but may not be less than 100% of the fair market 
value of the common stock on the date of grant. Fair market value for this purpose is determined by reference to the reported 
price of the shares of common stock on the NASDAQ on the date of grant. The exercise price of an option may not be reduced 
after the date of the option grant, other than to appropriately reflect changes in the company’s capital structure, absent 
shareholder approval.  
  

The term of each option will be fixed by the Administrator and may not exceed ten years from the date of grant. The 
Administrator will determine at what time or times each option may be exercised. Options may be made exercisable in 
installments and the exercisability of options may be accelerated by the Administrator. In general, unless otherwise permitted 
by the Administrator, no option granted under the 2010 Plan is transferable by the optionee other than by will or by the laws 
of descent and distribution, and options may be exercised during the optionee’s lifetime only by the optionee, or by the 
optionee’s legal representative or guardian in the case of the optionee’s incapacity.  
  

Upon exercise of options, the option exercise price must be paid in full either in cash, by certified or bank check or other 
instrument acceptable to the Administrator or by delivery (or attestation to the ownership) of shares of common stock that 
are beneficially owned by the optionee for at least six months or were purchased in the open market. Subject to applicable 
law, the exercise price may also be delivered to the company by a broker pursuant to irrevocable instructions to the broker 
from the optionee. 
  

To qualify as incentive options, options must meet additional federal tax requirements, including a $100,000 limit on the 
value of shares subject to incentive options that first become exercisable by a participant in any one calendar year. No more 
than 1,410,054 shares may be issued in the form of incentive stock options under the 2010 Plan. 
  

Stock Appreciation Rights. The Administrator may award stock appreciation rights subject to such conditions and 
restrictions as the Administrator may determine. Stock appreciation rights entitle the recipient to shares of common stock 
equal to the value of the appreciation in the stock price over the exercise price. The exercise price is equal to the fair market 
value of the common stock on the date of grant.  
  

Restricted Stock. The Administrator may award shares of common stock to participants subject to such conditions and 
restrictions as the Administrator may determine. These conditions and restrictions may include the achievement of certain 
performance goals (as summarized above) and/or continued employment with us through a specified restricted period. 
However, in the event that these awards granted to employees have a performance-based goal, the restriction period will be 
at least one year, and in the event these awards granted to employees have a time-based restriction, the restriction period will 
be at least three years, but vesting can occur incrementally over the three-year period.  
  

Restricted Stock Units. The Administrator may award restricted stock units to any participants. Restricted stock units are 
ultimately payable in the form of shares of common stock and may be subject to such conditions and restrictions as the 
Administrator may determine. These conditions and restrictions may include the achievement of certain performance goals 
(as summarized above) and/or continued employment with the company through a specified vesting period. However, in the 
event that these awards granted to employees have a performance-based goal, the restriction period will be at least one year, 
and in the event these awards granted to employees have a time-based restriction, the restriction period will be at least three 
years, but vesting can occur incrementally over the three-year period. In the Administrator’s sole discretion, it may permit a 
participant to make an advance election to receive a portion of his or her future cash compensation otherwise due in the form 
of a restricted stock unit award, subject to the participant’s compliance with the procedures established by the Administrator 
and requirements of Section 409A of the Code. During the deferral period, the deferred stock awards may be credited with 
dividend equivalent rights.  
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Unrestricted Stock Awards. The Administrator may also grant shares of common stock which are free from any 
restrictions under the 2010 Plan. Unrestricted stock may be granted to any participant in recognition of past services or other 
valid consideration and may be issued in lieu of cash compensation due to such participant.  
  

Cash-Based Awards. The Administrator may grant cash bonuses under the 2010 Plan to participants. The cash bonuses 
may be subject to the achievement of certain performance goals (as summarized above).  
  

Performance Share Awards. The Administrator may grant performance share awards to any participant which entitle the 
recipient to receive shares of common stock upon the achievement of certain performance goals (as summarized above) and 
such other conditions as the Administrator shall determine. These awards granted to employees will have a vesting period of 
at least one year.  
  

Dividend Equivalent Rights. The Administrator may grant dividend equivalent rights to participants which entitle the 
recipient to receive credits for dividends that would be paid if the recipient had held specified shares of common stock.  
  

Change of Control Provisions. The 2010 Plan provides that upon the effectiveness of a “sale event” as defined in the 
2010 Plan, except as otherwise provided by the Administrator in the award agreement, all awards will automatically 
terminate, unless the parties to the sale event agree that such awards will be assumed or continued by the successor entity. 
Awards with conditions and restrictions relating to the attainment of performance goals may become vested and non-
forfeitable in connection with a sale event in the Administrator’s discretion. In addition, in the case of a sale event in which 
the company’s shareholders will receive cash consideration, the company may make or provide for a cash payment to 
participants holding options and stock appreciation rights equal to the difference between the per share cash consideration 
and the exercise price of the options or stock appreciation rights.  
  

Adjustments for Stock Dividends, Stock Splits, Etc. The 2010 Plan requires the Administrator to make appropriate 
adjustments to the number of shares of common stock that are subject to the 2010 Plan, to certain limits in the 2010 Plan, and 
to any outstanding awards to reflect stock dividends, stock splits, reorganizations and similar events.  
  

Tax Withholding. Participants in the 2010 Plan are responsible for the payment of any federal, state or local taxes that 
the company is required by law to withhold upon the exercise of options or stock appreciation rights or vesting or settlement 
of other awards. Subject to approval by the Administrator, participants may elect to have the minimum tax withholding 
obligations satisfied by authorizing the company to withhold shares of common stock to be issued pursuant to the exercise, 
settlement or vesting of an award.  
  

Amendments and Termination. The Board may at any time amend or discontinue the 2010 Plan and the Administrator 
may at any time amend or cancel any outstanding award for the purpose of satisfying changes in the law or for any other 
lawful purpose. However, no such action may adversely affect any rights under any outstanding award without the holder’s 
consent. To the extent required under the rules of the NASDAQ, any amendments that materially change the terms of the 
2010 Plan will be subject to approval by the company’s shareholders. Amendments shall also be subject to approval by the 
company’s shareholders if and to the extent determined by the Administrator to be required by the Code to preserve the 
qualified status of incentive options or to ensure that compensation earned under the 2010 Plan qualifies as performance-
based compensation under Section 162(m) of the Code.  
  

Effective Date of 2010 Plan. The Board adopted the 2010 Plan on September 21, 2012, and the 2010 Plan becomes 
effective on the date it is approved by the company’s shareholders. No awards may be granted under the 2010 Plan after the 
date that is 10 years from the date of shareholder approval and no incentive options may be granted after September 21, 2022. 
If the 2010 Plan is not approved by shareholders, the 2010 Plan will continue in effect until it expires, and awards may be 
granted thereunder, in accordance with its terms.  
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Plan Benefits  
  

Because the grant of awards under the 2010 Plan is within the discretion of the Administrator, we cannot determine the 
dollar value or number of shares of common stock that will in the future be received by or allocated to any participant in the 
2010 Plan. Accordingly, in lieu of providing information regarding benefits that will be received under the 2010 Plan, the 
following table provides information concerning the benefits that were received by the following persons and groups during 
fiscal year 2017: each named executive officer; all current executive officers, as a group; all current directors who are not 
executive officers, as a group; and all employees who are not executive officers, as a group.  
  
    Share Awards- fiscal 2017   

Name and Position   
Dollar Value 

($)     Number (#)   
Richard Wayne ............................................................................................................. 

President and Chief Executive Officer   
$ 728,000

      
65,000

  
Brian Shaughnessy ....................................................................................................... 

Chief Financial Officer     
56,000

      
5,000

  
Brian Pinheiro .............................................................................................................. 

Chief Risk Officer     
56,000

      
5,000

  
Patrick Dignan .............................................................................................................. 

Executive Vice President     
280,000

      
25,000

  
Julie Jenkins ................................................................................................................. 

Senior Vice President, Director of Operations     
112,000

      
10,000

  
All current executive officers, as a group .....................................................................   $ 1,232,000      110,000  
All current directors who are not executive officers, as a group ..................................     —      —  
All current employees who are not executive officers, as a group ...............................   $ 702,000      55,000  
  
Tax Aspects under the Code  
  

The following is a summary of the principal federal income tax consequences of certain transactions under the 2010 
Plan. It does not describe all federal tax consequences under the 2010 Plan, nor does it describe state or local tax 
consequences. 
  

Incentive Options. No taxable income is generally realized by the optionee upon the grant or exercise of an incentive 
option. If shares of common stock issued to an optionee pursuant to the exercise of an incentive option are sold or transferred 
after two years from the date of grant and after one year from the date of exercise, then (i) upon sale of such shares, any 
amount realized in excess of the option price (the amount paid for the shares) will be taxed to the optionee as a long-term 
capital gain, and any loss sustained will be a long-term capital loss, and (ii) the Company will not be entitled to any deduction 
for federal income tax purposes. The exercise of an incentive option will give rise to an item of tax preference that may result 
in alternative minimum tax liability for the optionee.  
  

If shares of common stock acquired upon the exercise of an incentive option are disposed of prior to the expiration of 
the two-year and one-year holding periods described above (a “disqualifying disposition”), generally (i) the optionee will 
realize ordinary income in the year of disposition in an amount equal to the excess (if any) of the fair market value of the 
shares of common stock at exercise (or, if less, the amount realized on a sale of such shares of common stock) over the 
exercise price thereof and (ii) the Company will be entitled to deduct such amount. Special rules apply where all or a portion 
of the exercise price of the incentive option is paid by tendering shares of common stock.  
  

If an incentive option is exercised at a time when it no longer qualifies for the tax treatment described above, the option 
is treated as a non-qualified option. Generally, an incentive option will not be eligible for the tax treatment described above 
if it is exercised more than three months following termination of employment (or one year in the case of termination of 
employment by reason of disability). In the case of termination of employment by reason of death, the three-month rule does 
not apply. 

 
Non-Qualified Options. No income is realized by the optionee at the time the option is granted. Generally, (i) at exercise, 

ordinary income is realized by the optionee in an amount equal to the difference between the option price and the fair market 
value of the shares of common stock on the date of exercise, and the Company receives a tax deduction for the same amount 
and (ii) at disposition, appreciation or depreciation after the date of exercise is treated as either short-term or long-term capital 
gain or loss depending on how long the shares of common stock have been held. Special rules apply where all or a portion of 
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the exercise price of the non-qualified option is paid by tendering shares of common stock. Upon exercise, the optionee will 
also be subject to Social Security taxes on the excess of the fair market value over the exercise price of the option.  
  

Other Awards. The Company generally will be entitled to a tax deduction in connection with an award under the 2010 
Plan in an amount equal to the ordinary income realized by the participant at the time the participant recognizes such income. 
Participants typically are subject to income tax and recognize such tax at the time that an award is exercised, vests or becomes 
non-forfeitable, unless the award provides for a further deferral.  
  

Parachute Payments. The vesting of any portion of an option or other award that is accelerated due to the occurrence of 
a change in control (such as a sale event) may cause a portion of the payments with respect to such accelerated awards to be 
treated as “parachute payments,” as defined in the Code. Any such parachute payments may be non-deductible to the 
Company, in whole or in part, and may subject the recipient to a non-deductible 20% federal excise tax on all or a portion of 
such payment (in addition to other taxes ordinarily payable).  
  

Limitation on Deductions. Under Section 162(m) of the Code, the Company’s deduction for certain awards under the 
2010 Plan may be limited to the extent that the chief executive officer or other executive officer whose compensation is 
required to be reported in the summary compensation table (other than the principal financial officer) receives compensation 
in excess of $1 million a year (other than performance-based compensation that otherwise meets the requirements of 
Section 162(m) of the Code). The 2010 Plan is structured to allow certain awards to qualify as performance-based 
compensation.  
  
Equity Compensation Plan Information  
  

The following table provides information as of June 30, 2017 regarding shares of common stock that may be issued 
under the company’s equity compensation plans, consisting of the Amended and Restated 2010 Stock Option and Incentive 
Plan.  
  
    Equity Compensation Plan Information    

Plan category    

Number of 
securities to be 

issued upon 
exercise of 

outstanding 
options, warrants 

and rights      

Weighted average 
exercise price of 

outstanding 
options, warrants 

and rights      

Number of securities 
remaining available for 

future issuance 
under equity 

compensation plan 
(excluding securities 
referenced in column 

(a))    
    (a)     (b)     (c)   
Equity compensation approved by 

security holders: .................................      890,866    $ 12.81      33,008  
Equity compensation plans not approved 

by security holders: .............................      —      —      —  
Total .......................................................      890,866    $ 12.81      33,008  
  
Vote Required 
  

The affirmative vote of a majority of the shares of voting common stock present in person or represented by proxy at the 
meeting and entitled to vote on this proposal is required for the approval of this proposal. Abstentions shall be included in 
determining the number of shares present and entitled to vote on the proposal, thus having the effect of a vote against the 
proposal. Broker non-votes, if any, are not counted in determining the number of shares present and entitled to vote and will 
therefore have no effect on the outcome.  
  
Recommendation  
  

The Board of Directors unanimously recommends a vote FOR this proposal. Properly authorized proxies 
solicited by the Board will be voted FOR this proposal unless instructions to the contrary are given. 
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 
  

The table below sets forth, as of September 22, 2017, the number of shares of our voting common stock that were owned 
beneficially by: 
  
  ● Each person who is known by us to beneficially own more than 5% of our common stock; 
  
  ● Each director; 
  
  ● Each named executive officer; and 
  
  ● All of our directors and executive officers as a group. 
  

Unless otherwise indicated, the address of each of the individuals listed in the table is c/o Northeast Bancorp, 500 Canal 
Street, Lewiston, Maine 04240.  
  

Name of Beneficial Owner    

Amount and 
Nature of 
Beneficial 

Ownership 
Number of 
Shares(1)      

Percent of 
Class(1)(2)    

Directors and Certain Executive Officers                 
Robert Glauber ..................................................................................................     81,314(3)     1.03 %
Matthew Botein .................................................................................................     62,500      *   
Cheryl Dorsey ....................................................................................................     —      —   
John Orestis .......................................................................................................     60,000      *   
David Tanner .....................................................................................................     —      —   
Judith Wallingford .............................................................................................     25,000      *   
Richard Wayne ..................................................................................................     661,066(4)     8.37 %
Brian Pinheiro ....................................................................................................     12,500      *   
Patrick Dignan ...................................................................................................     120,167(5)     1.52 %
Julie Jenkins .......................................................................................................     34,386(6)     *   
All directors and executive officers as a group (10 persons) .............................     1,056,933(7)     13.38 %

Other Beneficial Holders                 
Arlon Capital Partners LP(8) .............................................................................     747,708      9.47 %

767 Fifth Avenue, 15th Floor                 
New York, NY 10153                 

Wellington Management Company, LLP(9) .....................................................     492,071      6.23 %
280 Congress Street                 
Boston, MA 02210                 

Franklin Resources, Inc.(10) ..............................................................................     459,500      5.82 %
1 Franklin Parkway                 
San Mateo, CA 94403                 

___________________________________ 
* Less than 1%  
  

  

(1) Beneficial ownership is determined in accordance with the rules of the SEC, and includes voting and investment
power with respect to shares. Pursuant to the rules of the SEC, the number of shares of voting common stock deemed
outstanding includes shares issuable pursuant to options and warrants held by the respective person or group that
may be exercised within 60 days of September 22, 2017.  

  (2) The total number of shares of voting common stock outstanding as of September 22, 2017 was 7,899,432.  
  (3) Includes options to purchase 21,601 shares of common stock exercisable within 60 days of September 22, 2017.  

  
(4) Includes 97,202 shares held by the Richard Wayne Irrevocable Trust u/a/d April 24, 1998 and 180,273 shares held

by the Richard Wayne Revocable Trust. Also includes options to purchase 270,675 shares of common stock
exercisable within 60 days of September 22, 2017.  

  (5) Includes options to purchase 43,640 shares of common stock exercisable within 60 days of September 22, 2017. 
  (6) Includes options to purchase 13,010 shares of common stock exercisable within 60 days of September 22, 2017. 
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  (7) Includes options to purchase 348,926 shares of common stock exercisable within 60 days of September 22, 2017.  

  

(8) With respect to information relating to Arlon Capital Partners LP, we have relied, in part, on information supplied
on the Schedule 13D/A filed with the SEC on December 16, 2015, by Arlon Capital Partners LP (“Arlon”), Arlon
Capital Partners II LP (“Arlon II”), Arlon Capital Partners General Partner II LP (“ACP GP”), Arlon Capital Partners 
Management Company LLC (“ACP Management”), Arlon Advisor LLC (“Arlon Advisor”), Continental Grain
Company (“CGC”), and Paul J. Fribourg. ACP GP is Arlon’s sole general partner. ACP Management is ACP GP’s 
sole general partner. CGC is the sole member of Arlon Advisor and the holder of an indirect majority interest in
Arlon. Mr. Fribourg is the Chairman, Chief Executive Officer and President of CGC and one of the co-trustees and 
in one case, a beneficiary of various trusts established for the benefit of certain members of Mr. Fribourg’s family 
that collectively control a majority interest in CGC. As a result, Mr. Fribourg may be deemed to have beneficial
ownership with respect to all shares held by Arlon. Mr. Fribourg disclaims beneficial ownership of these shares
except to the extent of his pecuniary interest therein.  

  

(9) With respect to information relating to Wellington Management Company, LLP, we have relied, in part, on 
information supplied on the Schedule 13G/A filed with the SEC on February 9, 2017, by Wellington Management
Company, LLP (“Wellington Management”). Wellington Management, in its capacity as investment adviser,
reported shared voting power with respect to 492,071 shares held by clients of Wellington Management.  

  
(10) With respect to information relating to Franklin Resources, Inc., we have relied, in part, on information supplied on

the Schedule 13G filed with the SEC on February 9, 2016, by Franklin Resources, Inc. 
  

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE 
  

Section 16(a) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), requires the executive officers 
and directors, and persons who own more than ten percent of a registered class of Northeast’s equity securities, to file reports 
of ownership and changes in ownership with the SEC. Officers, directors and greater than ten percent beneficial owners are 
required by SEC regulations to furnish Northeast with copies of all Section 16(a) forms they file. To our knowledge, based 
solely on our review of the copies of such reports furnished to us and written representations that no other reports were 
required during fiscal 2017, all Section 16(a) filing requirements applicable to our executive officers, directors and greater 
than ten percent beneficial owners were timely satisfied. 
  

CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS 
  

The company’s Code of Ethics provides guidance on transactions with related persons. Any transaction with a related 
person must be reviewed and approved by the full Board and determined to be “arm’s length.” John C. Orestis, who is a 
member of our Board of Directors, and his affiliates have three loans for approximately $208 thousand with the Bank. All of 
the loans were current as of June 30, 2017. All loans were made in the ordinary course of business under normal credit terms, 
including interest rates and collateral requirements prevailing at the time of origination for comparable transactions with 
other persons, and do not represent more than normal credit risk.  
  

OTHER MATTERS 
  

As of the date of this proxy statement, our Board of Directors knows of no matters that will be presented for consideration 
at the annual meeting other than as described in this proxy statement. If any other matters properly come before the annual 
meeting, or any adjournments or postponements of that meeting, and are voted upon, the enclosed proxies will be deemed to 
confer discretionary authority on the individuals that they name as proxies to vote the shares represented by these proxies as 
to any of these matters. The individuals named as proxies intend to vote or not to vote in accordance with the recommendation 
of our management. 
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Expenses of Solicitation 
  

The cost of solicitation of proxies will be borne by Northeast. We also may reimburse brokers, banks, nominees and 
other fiduciaries for postage and reasonable clerical expenses of forwarding the proxy material to their principals who are 
beneficial owners of shares of our common stock. 
  
Shareholder Proposals for 2017 Annual Meeting 
  

Shareholder proposals intended to be presented at the next annual meeting of shareholders must be received by the 
company on or before June 7, 2018 in order to be considered for inclusion in our proxy statement and form of proxy for that 
meeting. These proposals must also comply with the rules of the SEC governing the form and content of proposals in order 
to be included in Northeast’s proxy statement and form of proxy. Any such proposals should be mailed to: Corporate Clerk, 
Northeast Bancorp, 500 Canal Street, Lewiston, Maine 04240.  
  

A shareholder of record who wishes to present a proposal at the next annual meeting, other than a proposal to be 
considered for inclusion in Northeast’s proxy statement described above, must provide written notice of such proposal and 
appropriate supporting documentation, as set forth in Northeast’s bylaws, to Northeast at its principal executive office no 
earlier than July 20, 2018 nor later than August 19, 2018; provided, however, that in the event the annual meeting is scheduled 
to be held on a date more than 30 days before the first anniversary of the date of the preceding year’s annual meeting (the 
“Anniversary Date”) or more than 60 days after the Anniversary Date, timely notice by the shareholder must be delivered 
not earlier than the close of business on the later of (a) the 90th day prior to the scheduled date of such annual meeting or 
(b) the 10th day following the first date on which the date of such annual meeting is publicly disclosed. Proxies solicited by 
the Board of Directors will confer discretionary voting authority with respect to these proposals, subject to SEC rules 
governing the exercise of this authority. Any such proposal should be mailed to: Corporate Clerk, Northeast Bancorp, 500 
Canal Street, Lewiston, Maine 04240.  
  

WHERE YOU CAN FIND MORE INFORMATION 
  

We file annual, quarterly and special reports, proxy statements and other information with the SEC. You may read and 
copy any document we file with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. 
You may obtain information about the operation of the SEC’s Public Reference Room by calling the SEC at 1-800-SEC-
0330. The SEC also maintains a website that contains reports, proxy and information statements, and other information 
regarding registrants that file electronically with the SEC (http://www.sec.gov).  
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Appendix A 
  

NORTHEAST BANCORP  
AMENDED AND RESTATED 2010 STOCK OPTION AND INCENTIVE PLAN  

  
SECTION 1. GENERAL PURPOSE OF THE PLAN; DEFINITIONS  
  

The name of the plan is the Northeast Bancorp Amended and Restated 2010 Stock Option and Incentive Plan (the 
“Plan”). The purpose of the Plan is to encourage and enable the officers, employees, Non-Employee Directors and other key 
persons (including Consultants) of Northeast Bancorp (the “Company”) and its Subsidiaries upon whose judgment, initiative 
and efforts the Company largely depends for the successful conduct of its business to acquire a proprietary interest in the 
Company. It is anticipated that providing such persons with a direct stake in the Company’s welfare will assure a closer 
identification of their interests with those of the Company and its shareholders, thereby stimulating their efforts on the 
Company’s behalf and strengthening their desire to remain with the Company.  
  

The following terms shall be defined as set forth below: 
  

“Act” means the Securities Act of 1933, as amended, and the rules and regulations thereunder.  
  

“Administrator” means either the Board or the compensation committee of the Board or a similar committee 
performing the functions of the compensation committee and which is comprised of not less than two Non-Employee 
Directors who are independent.  
  

“Award” or “Awards,” except where referring to a particular category of grant under the Plan, shall include Incentive 
Stock Options, Non-Qualified Stock Options, Stock Appreciation Rights, Restricted Stock Units, Restricted Stock Awards, 
Unrestricted Stock Awards, Cash-Based Awards, Performance Share Awards and Dividend Equivalent Rights.  
  

“Award Certificate” means a written or electronic document setting forth the terms and provisions applicable to an 
Award granted under the Plan. Each Award Certificate is subject to the terms and conditions of the Plan.  
  

“Board” means the Board of Directors of the Company.  
  

“Cash-Based Award” means an Award entitling the recipient to receive a cash-denominated payment.  
  

“Code” means the Internal Revenue Code of 1986, as amended, and any successor Code, and related rules, regulations 
and interpretations.  
  

“Consultant” means any natural person that provides bona fide services to the Company, and such services are not in 
connection with the offer or sale of securities in a capital-raising transaction and do not directly or indirectly promote or 
maintain a market for the Company’s securities.  
  

“Covered Employee” means an employee who is a “Covered Employee” within the meaning of Section 162(m) of the 
Code.  
  

“Dividend Equivalent Right” means an Award entitling the grantee to receive credits based on cash dividends that 
would have been paid on the shares of Stock specified in the Dividend Equivalent Right (or other award to which it relates) 
if such shares had been issued to and held by the grantee.  
  

“Effective Date” means the date on which the Plan is approved by shareholders as set forth in Section 21.  
  

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regulations thereunder.  
  

“Fair Market Value” of the Stock on any given date means the fair market value of the Stock determined in good faith 
by the Administrator; provided, however, that if the Stock is admitted to quotation on the National Association of Securities 
Dealers Automated Quotation System (“NASDAQ”), NASDAQ Global Market or another national securities exchange, the 
determination shall be made by reference to market quotations. If there are no market quotations for such date, the 
determination shall be made by reference to the last date preceding such date for which there are market quotations.  
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“Incentive Stock Option” means any Stock Option designated and qualified as an “incentive stock option” as defined 
in Section 422 of the Code.  

“Non-Employee Director” means a member of the Board who is not also an employee of the Company or any 
Subsidiary.  
  

“Non-Qualified Stock Option” means any Stock Option that is not an Incentive Stock Option.  
  

“Non-Voting Common Stock” means the Non-Voting Common Stock, $1.00 par value per share, of the Company, 
subject to adjustments pursuant to Section 3.  
  

“Option” or “Stock Option” means any option to purchase shares of Stock granted pursuant to Section 5.  
  

“Performance-Based Award” means any Restricted Stock Award, Restricted Stock Units, Performance Share Award 
or Cash-Based Award granted to a Covered Employee that is intended to qualify as “performance-based compensation” under 
Section 162(m) of the Code and the regulations promulgated thereunder.  
  

“Performance Criteria” means the criteria that the Administrator selects for purposes of establishing the Performance 
Goal or Performance Goals for an individual for a Performance Cycle. The Performance Criteria (which shall be applicable 
to the organizational level specified by the Administrator, including, but not limited to, the Company or a unit, division, 
group, or Subsidiary of the Company) that will be used to establish Performance Goals are limited to the following: earnings 
before interest, taxes, depreciation and amortization, net income (loss) (either before or after interest, taxes, depreciation 
and/or amortization), changes in the market price of the Stock, economic value-added, funds from operations or similar 
measure, sales or revenue, acquisitions or strategic transactions, operating income (loss), cash flow (including, but not limited 
to, operating cash flow and free cash flow), return on capital, assets, equity, or investment, shareholder returns, return on 
sales, gross or net profit levels, productivity, expense, margins, operating efficiency, customer satisfaction, working capital, 
earnings (loss) per share of Stock, sales or market shares and number of customers, any of which may be measured either in 
absolute terms or as compared to any incremental increase or as compared to results of a peer group.  
  

“Performance Cycle” means one or more periods of time, which may be of varying and overlapping durations, as the 
Administrator may select, over which the attainment of one or more Performance Criteria will be measured for the purpose 
of determining a grantee’s right to and the payment of a Restricted Stock Award, Restricted Stock Units, Performance Share 
Award or Cash-Based Award. Each such period shall not be less than 12 months.  
  

“Performance Goals” means, for a Performance Cycle, the specific goals established in writing by the Administrator 
for a Performance Cycle based upon the Performance Criteria.  
  

“Performance Share Award” means an Award entitling the recipient to acquire shares of Stock upon the attainment of 
specified Performance Goals.  
  

“Restricted Stock Award” means an Award entitling the recipient to acquire, at such purchase price (which may be 
zero) as determined by the Administrator, shares of Stock subject to such restrictions and conditions as the Administrator 
may determine at the time of grant.  
  

“Restricted Stock Units” means an Award of phantom stock units to a grantee.  
  

“Sale Event” shall mean (i) the sale of all or substantially all of the assets of the Company on a consolidated basis to 
an unrelated person or entity, (ii) a merger, reorganization or consolidation pursuant to which the holders of the Company’s 
outstanding voting power immediately prior to such transaction do not own a majority of the outstanding voting power of the 
resulting or successor entity (or its ultimate parent, if applicable) immediately upon completion of such transaction, or (iii) the 
sale of all of the Stock of the Company to an unrelated person or entity.  
  

“Sale Price” means the value as determined by the Administrator of the consideration payable, or otherwise to be 
received by shareholders, per share of Stock pursuant to a Sale Event.  
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“Section 409A” means Section 409A of the Code and the regulations and other guidance promulgated thereunder.  
  

“Stock” means the Voting Common Stock and/or the Non-Voting Common Stock, as the case may be.  
  

“Stock Appreciation Right” means an Award entitling the recipient to receive shares of Stock having a value equal to 
the excess of the Fair Market Value of the Stock on the date of exercise over the exercise price of the Stock Appreciation 
Right multiplied by the number of shares of Stock with respect to which the Stock Appreciation Right shall have been 
exercised.  
  

“Subsidiary” means any corporation or other entity (other than the Company) in which the Company has at least a 50 
percent interest, either directly or indirectly.  
  

“Ten Percent Owner” means an employee who owns or is deemed to own (by reason of the attribution rules of 
Section 424(d) of the Code) more than 10 percent of the combined voting power of all classes of stock of the Company or 
any parent or subsidiary corporation.  
  

“Unrestricted Stock Award” means an Award of shares of Stock free of any restrictions.  
  

“Voting Common Stock” means the Voting Common Stock, $1.00 par value per share, of the Company, subject to 
adjustments pursuant to Section 3.  
  
SECTION 2. ADMINISTRATION OF PLAN; ADMINISTRATOR AUTHORITY TO SELECT GRANTEES AND 
DETERMINE AWARDS  
  

(a) Administration of Plan. The Plan shall be administered by the Administrator, provided that the amount, timing and 
terms of the grants of Awards to Non-Employee Directors shall be determined by the compensation committee or similar 
committee comprised solely of Non-Employee Directors.  
  

(b) Powers of Administrator. The Administrator shall have the power and authority to grant Awards consistent with 
the terms of the Plan, including the power and authority:  
  

(i) to select the individuals to whom Awards may from time to time be granted; 
  

(ii) to determine the time or times of grant, and the extent, if any, of Incentive Stock Options, Non-Qualified 
Stock Options, Stock Appreciation Rights, Restricted Stock Awards, Restricted Stock Units, Unrestricted Stock 
Awards, Cash-Based Awards, Performance Share Awards and Dividend Equivalent Rights, or any combination of the 
foregoing, granted to any one or more grantees; 

  
(iii) to determine the class of Stock and the number of shares of Stock to be covered by any Award; 

  
(iv) to determine and modify from time to time the terms and conditions, including restrictions, not inconsistent 

with the terms of the Plan, of any Award, which terms and conditions may differ among individual Awards and 
grantees, and to approve the forms of Award Certificates; 

  
(v) to accelerate at any time the exercisability or vesting of all or any portion of any Award, provided that the 

Administrator generally shall not exercise such discretion to accelerate Awards subject to Sections 7 and 8 except in 
the event of the grantee’s death, disability or retirement, or a change in control (including a Sale Event);  

  
(vi) subject to the provisions of Section 5(b), to extend at any time the period in which Stock Options may be 

exercised; and  
  

(vii) at any time to adopt, alter and repeal such rules, guidelines and practices for administration of the Plan and 
for its own acts and proceedings as it shall deem advisable; to interpret the terms and provisions of the Plan and any 
Award (including related written instruments); to make all determinations it deems advisable for the administration of 
the Plan; to decide all disputes arising in connection with the Plan; and to otherwise supervise the administration of the 
Plan. 
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All decisions and interpretations of the Administrator shall be binding on all persons, including the Company and Plan 
grantees. 

(c) Delegation of Authority to Grant Options. Subject to applicable law, the Administrator, in its discretion, may 
delegate to the Chief Executive Officer of the Company all or part of the Administrator’s authority and duties with respect 
to the granting of Options to individuals who are (i) not subject to the reporting and other provisions of Section 16 of the 
Exchange Act and (ii) not Covered Employees. Any such delegation by the Administrator shall include a limitation as to the 
amount of Options that may be granted during the period of the delegation and shall contain guidelines as to the determination 
of the exercise price and the vesting criteria. The Administrator may revoke or amend the terms of a delegation at any time 
but such action shall not invalidate any prior actions of the Administrator’s delegate or delegates that were consistent with 
the terms of the Plan.  
  

(d) Award Certificate. Awards under the Plan shall be evidenced by Award Certificates that set forth the terms, 
conditions and limitations for each Award which may include, without limitation, the term of an Award and the provisions 
applicable in the event employment or service terminates.  
  

(e) Indemnification. Neither the Board nor the Administrator, nor any member of either or any delegate thereof, shall 
be liable for any act, omission, interpretation, construction or determination made in good faith in connection with the Plan, 
and the members of the Board and the Administrator (and any delegate thereof) shall be entitled in all cases to indemnification 
and reimbursement by the Company in respect of any claim, loss, damage or expense (including, without limitation, 
reasonable attorneys’ fees) arising or resulting therefrom to the fullest extent permitted by law and/or under the Company’s 
articles or bylaws or any directors’ and officers’ liability insurance coverage which may be in effect from time to time and/or 
any indemnification agreement between such individual and the Company.  
  
SECTION 3. STOCK ISSUABLE UNDER THE PLAN; MERGERS; SUBSTITUTION  
  

(a) Stock Issuable. The maximum number of shares of Stock reserved and available for issuance under the Plan shall 
be 1,410,054 shares of Stock, subject to adjustment as provided in this Section 3, which may consist of either Non-Voting 
Common Stock, Voting Common Stock, or a combination of both; provided that the maximum aggregate amount that may 
be issued shall not exceed the amount specified above. For purposes of this limitation, the shares of Stock underlying any 
Awards that are forfeited, canceled or otherwise terminated (other than by exercise) shall be added back to the shares of Stock 
available for issuance under the Plan. Notwithstanding the foregoing, the following shares shall not be added to the shares 
authorized for grant under the Plan: (i) shares tendered or held back upon exercise of an Option or settlement of an Award to 
cover the exercise price or tax withholding and (ii) shares subject to a Stock Appreciation Right that are not issued in 
connection with the stock settlement of the Stock Appreciation Right upon exercise thereof. In the event the Company 
repurchases shares of Stock on the open market, such shares shall not be added to the shares of Stock available for issuance 
under the Plan. Subject to such overall limitations, shares of Stock may be issued up to such maximum number pursuant to 
any type or types of Award; provided, however, that Stock Options or Stock Appreciation Rights with respect to no more 
than 237,616 shares of Stock may be granted to any one individual grantee during any one calendar year period, no more 
than 10 percent of the total number of shares of Stock authorized for issuance under the Plan may be granted in the form of 
Unrestricted Stock Awards and no more than 1,410,054 shares of the Stock may be issued in the form of Incentive Stock 
Options. The shares available for issuance under the Plan may be authorized but unissued shares of Stock or shares of Stock 
reacquired by the Company.  
  

(b) Changes in Stock. Subject to Section 3(d) hereof, if, as a result of any reorganization, recapitalization, 
reclassification, stock dividend, stock split, reverse stock split or other similar change in the Company’s capital stock, the 
outstanding shares of Stock are increased or decreased or are exchanged for a different number or kind of shares or other 
securities of the Company, or additional shares or new or different shares or other securities of the Company or other non-
cash assets are distributed with respect to such shares of Stock or other securities, or, if, as a result of any merger or 
consolidation, sale of all or substantially all of the assets of the Company, the outstanding shares of Stock are converted into 
or exchanged for securities of the Company or any successor entity (or a parent or subsidiary thereof), the Administrator shall 
make an appropriate or proportionate adjustment in (i) the maximum number of shares reserved for issuance under the Plan, 
including the maximum number of shares that may be issued in the form of Incentive Stock Options, (ii) the number of Stock 
Options or Stock Appreciation Rights that can be granted to any one individual grantee and the maximum number of shares 
that may be granted under a Performance-Based Award, (iii) the number and kind of shares or other securities subject to any 
then outstanding Awards under the Plan, (iv) the repurchase price, if any, per share subject to each outstanding Restricted 
Stock Award, and (v) the exercise price for each share subject to any then outstanding Stock Options and Stock Appreciation 
Rights under the Plan, without changing the aggregate exercise price (i.e., the exercise price multiplied by the number of 
Stock Options and Stock Appreciation Rights) as to which such Stock Options and Stock Appreciation Rights remain 
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exercisable. The Administrator shall also make equitable or proportionate adjustments in the number of shares subject to 
outstanding Awards and the exercise price and the terms of outstanding Awards to take into consideration cash dividends 
paid other than in the ordinary course or any other extraordinary corporate event. The adjustment by the Administrator shall 
be final, binding and conclusive. No fractional shares of Stock shall be issued under the Plan resulting from any such 
adjustment, but the Administrator in its discretion may make a cash payment in lieu of fractional shares.  

 
 (c) Mergers and Other Transactions. Except as the Administrator may otherwise specify with respect to particular 

Awards in the relevant Award Certificate, in the case of and subject to the consummation of a Sale Event, the Plan and all 
outstanding Awards granted hereunder shall terminate, unless provision is made in connection with the Sale Event in the sole 
discretion of the parties thereto for the assumption or continuation of Awards theretofore granted by the successor entity, or 
the substitution of such Awards with new Awards of the successor entity or parent thereof, with appropriate adjustment as to 
the number and kind of shares and, if appropriate, the per share exercise prices, as such parties shall agree (after taking into 
account any acceleration hereunder). In the event of such termination, (i) the Company shall have the option (in its sole 
discretion) to make or provide for a cash payment to the grantees holding Options and Stock Appreciation Rights, in exchange 
for the cancellation thereof, in an amount equal to the difference between (A) the Sale Price multiplied by the number of 
shares of Stock subject to outstanding Options and Stock Appreciation Rights (to the extent then exercisable (after taking 
into account any acceleration hereunder) at prices not in excess of the Sale Price) and (B) the aggregate exercise price of all 
such outstanding Options and Stock Appreciation Rights; or (ii) each grantee shall be permitted, within a specified period of 
time prior to the consummation of the Sale Event as determined by the Administrator, to exercise all outstanding Options 
and Stock Appreciation Rights held by such grantee.  
  

(d) Substitute Awards. The Administrator may grant Awards under the Plan in substitution for stock and stock based 
awards held by employees, directors or other key persons of another corporation in connection with the merger or 
consolidation of the employing corporation with the Company or a Subsidiary or the acquisition by the Company or a 
Subsidiary of property or stock of the employing corporation. The Administrator may direct that the substitute awards be 
granted on such terms and conditions as the Administrator considers appropriate in the circumstances. Any substitute Awards 
granted under the Plan shall not count against the share limitation set forth in Section 3(a).  
  
SECTION 4. ELIGIBILITY  
  

Grantees under the Plan will be such full or part-time officers and other employees, Non-Employee Directors and key 
persons (including Consultants) of the Company and its Subsidiaries as are selected from time to time by the Administrator 
in its sole discretion. 
  
SECTION 5. STOCK OPTIONS  
  

Any Stock Option granted under the Plan shall be in such form as the Administrator may from time to time approve. 
  

Stock Options granted under the Plan may be either Incentive Stock Options or Non-Qualified Stock Options. Incentive 
Stock Options may be granted only to employees of the Company or any Subsidiary that is a “subsidiary corporation” within 
the meaning of Section 424(f) of the Code. To the extent that any Option does not qualify as an Incentive Stock Option, it 
shall be deemed a Non-Qualified Stock Option.  
  

Stock Options granted pursuant to this Section 5 shall be subject to the following terms and conditions and shall contain 
such additional terms and conditions, not inconsistent with the terms of the Plan, as the Administrator shall deem desirable. 
If the Administrator so determines, Stock Options may be granted in lieu of cash compensation at the optionee’s election, 
subject to such terms and conditions as the Administrator may establish.  
  

(a) Exercise Price. The exercise price per share for the Stock covered by a Stock Option granted pursuant to this 
Section 5 shall be determined by the Administrator at the time of grant but shall not be less than 100 percent of the Fair 
Market Value on the date of grant. In the case of an Incentive Stock Option that is granted to a Ten Percent Owner, the option 
price of such Incentive Stock Option shall be not less than 110 percent of the Fair Market Value on the grant date.  
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(b) Option Term. The term of each Stock Option shall be fixed by the Administrator, but no Stock Option shall be 
exercisable more than ten years after the date the Stock Option is granted. In the case of an Incentive Stock Option that is 
granted to a Ten Percent Owner, the term of such Stock Option shall be no more than five years from the date of grant.  
  

(c) Exercisability; Rights of a Shareholder. Stock Options shall become exercisable at such time or times, whether or 
not in installments, as shall be determined by the Administrator at or after the grant date. The Administrator may at any time 
accelerate the exercisability of all or any portion of any Stock Option. An optionee shall have the rights of a shareholder only 
as to shares acquired upon the exercise of a Stock Option and not as to unexercised Stock Options.  
  

(d) Method of Exercise. Stock Options may be exercised in whole or in part, by giving written or electronic notice of 
exercise to the Company, specifying the number of shares to be purchased. Payment of the purchase price may be made by 
one or more of the following methods to the extent provided in the Option Award Certificate:  
  

(i) In cash, by certified or bank check or other instrument acceptable to the Administrator; 
  

(ii) Through the delivery (or attestation to the ownership) of shares of Stock that have been purchased by the 
optionee on the open market or that have been beneficially owned by the optionee for at least six months and that are 
not then subject to restrictions under any Company plan. Such surrendered shares shall be valued at Fair Market Value 
on the exercise date; 

  
(iii) By the optionee delivering to the Company a properly executed exercise notice together with irrevocable 

instructions to a broker to promptly deliver to the Company cash or a check payable and acceptable to the Company 
for the purchase price; provided that in the event the optionee chooses to pay the purchase price as so provided, the 
optionee and the broker shall comply with such procedures and enter into such agreements of indemnity and other 
agreements as the Administrator shall prescribe as a condition of such payment procedure; or 

  
(iv) With respect to Stock Options that are not Incentive Stock Options, by a “net exercise” arrangement pursuant 

to which the Company will reduce the number of shares of Stock issuable upon exercise by the largest whole number 
of shares with a Fair Market Value that does not exceed the aggregate exercise price. 

  
Payment instruments will be received subject to collection. The transfer to the optionee on the records of the Company or of 
the transfer agent of the shares of Stock to be purchased pursuant to the exercise of a Stock Option will be contingent upon 
receipt from the optionee (or a purchaser acting in his stead in accordance with the provisions of the Stock Option) by the 
Company of the full purchase price for such shares and the fulfillment of any other requirements contained in the Option 
Award Certificate or applicable provisions of laws (including the satisfaction of any withholding taxes that the Company is 
obligated to withhold with respect to the optionee). In the event an optionee chooses to pay the purchase price by previously-
owned shares of Stock through the attestation method, the number of shares of Stock transferred to the optionee upon the 
exercise of the Stock Option shall be net of the number of attested shares. In the event that the Company establishes, for itself 
or using the services of a third party, an automated system for the exercise of Stock Options, such as a system using an 
internet website or interactive voice response, then the paperless exercise of Stock Options may be permitted through the use 
of such an automated system. 
  

(e) Annual Limit on Incentive Stock Options. To the extent required for “incentive stock option” treatment under 
Section 422 of the Code, the aggregate Fair Market Value (determined as of the time of grant) of the shares of Stock with 
respect to which Incentive Stock Options granted under this Plan and any other plan of the Company or its parent and 
subsidiary corporations become exercisable for the first time by an optionee during any calendar year shall not exceed 
$100,000. To the extent that any Stock Option exceeds this limit, it shall constitute a Non-Qualified Stock Option.  
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SECTION 6. STOCK APPRECIATION RIGHTS  
  

(a) Exercise Price of Stock Appreciation Rights. The exercise price of a Stock Appreciation Right shall not be less than 
100 percent of the Fair Market Value of the Stock on the date of grant.  
  

(b) Grant and Exercise of Stock Appreciation Rights. Stock Appreciation Rights may be granted by the Administrator 
independently of any Stock Option granted pursuant to Section 5 of the Plan.  
  

(c) Terms and Conditions of Stock Appreciation Rights. Stock Appreciation Rights shall be subject to such terms and 
conditions as shall be determined from time to time by the Administrator. The term of a Stock Appreciation Right may not 
exceed ten years.  
  
SECTION 7. RESTRICTED STOCK AWARDS  
  

(a) Nature of Restricted Stock Awards. The Administrator shall determine the restrictions and conditions applicable to 
each Restricted Stock Award at the time of grant. Conditions may be based on continuing employment (or other service 
relationship) and/or achievement of pre-established performance goals and objectives. The terms and conditions of each such 
Award Certificate shall be determined by the Administrator, and such terms and conditions may differ among individual 
Awards and grantees.  
  

(b) Rights as a Shareholder. Upon the grant of the Restricted Stock Award and payment of any applicable purchase 
price, a grantee shall have the rights of a shareholder with respect to the voting of the Restricted Stock and receipt of 
dividends; provided that if the lapse of restrictions with respect to the Restricted Stock Award is tied to the attainment of 
performance goals, any dividends paid by the Company during the performance period shall accrue and shall not be paid to 
the grantee until and to the extent the performance goals are met with respect to the Restricted Stock Award. Unless the 
Administrator shall otherwise determine, (i) uncertificated Restricted Stock shall be accompanied by a notation on the records 
of the Company or the transfer agent to the effect that they are subject to forfeiture until such Restricted Stock are vested as 
provided in Section 7(d) below, and (ii) certificated Restricted Stock shall remain in the possession of the Company until 
such Restricted Stock is vested as provided in Section 7(d) below, and the grantee shall be required, as a condition of the 
grant, to deliver to the Company such instruments of transfer as the Administrator may prescribe.  
  

(c) Restrictions. Restricted Stock may not be sold, assigned, transferred, pledged or otherwise encumbered or disposed 
of except as specifically provided herein or in the Restricted Stock Award Certificate. Except as may otherwise be provided 
by the Administrator either in the Award Certificate or, subject to Section 18 below, in writing after the Award is issued, if a 
grantee’s employment (or other service relationship) with the Company and its Subsidiaries terminates for any reason, any 
Restricted Stock that has not vested at the time of termination shall automatically and without any requirement of notice to 
such grantee from or other action by or on behalf of, the Company be deemed to have been reacquired by the Company at its 
original purchase price (if any) from such grantee or such grantee’s legal representative simultaneously with such termination 
of employment (or other service relationship), and thereafter shall cease to represent any ownership of the Company by the 
grantee or rights of the grantee as a shareholder. Following such deemed reacquisition of unvested Restricted Stock that are 
represented by physical certificates, a grantee shall surrender such certificates to the Company upon request without 
consideration.  
  

(d) Vesting of Restricted Stock. The Administrator at the time of grant shall specify the date or dates and/or the 
attainment of pre-established performance goals, objectives and other conditions on which the non-transferability of the 
Restricted Stock and the Company’s right of repurchase or forfeiture shall lapse. Notwithstanding the foregoing, in the event 
that any such Restricted Stock granted to employees shall have a performance-based goal, the restriction period with respect 
to such shares shall not be less than one year, and in the event any such Restricted Stock granted to employees shall have a 
time-based restriction, the total restriction period with respect to such shares shall not be less than three years; provided, 
however, that Restricted Stock with a time-based restriction may become vested incrementally over such three-year period. 
Subsequent to such date or dates and/or the attainment of such pre-established performance goals, objectives and other 
conditions, the shares on which all restrictions have lapsed shall no longer be Restricted Stock and shall be deemed “vested.” 
Except as may otherwise be provided by the Administrator either in the Award Certificate or, subject to Section 18 below, in 
writing after the Award is issued, a grantee’s rights in any shares of Restricted Stock that have not vested shall automatically 
terminate upon the grantee’s termination of employment (or other service relationship) with the Company and its Subsidiaries 
and such shares shall be subject to the provisions of Section 7(c) above.  

  



42 

SECTION 8. RESTRICTED STOCK UNITS  
  

(a) Nature of Restricted Stock Units. The Administrator shall determine the restrictions and conditions applicable to 
each Restricted Stock Unit at the time of grant. Conditions may be based on continuing employment (or other service 
relationship) and/or achievement of pre-established performance goals and objectives. The terms and conditions of each such 
Award Certificate shall be determined by the Administrator, and such terms and conditions may differ among individual 
Awards and grantees. Notwithstanding the foregoing, in the event that any such Restricted Stock Units granted to employees 
shall have a performance-based goal, the restriction period with respect to such Award shall not be less than one year, and in 
the event any such Restricted Stock Units granted to employees shall have a time-based restriction, the total restriction period 
with respect to such Award shall not be less than three years; provided, however, that any Restricted Stock Units with a time-
based restriction may become vested incrementally over such three-year period. At the end of the deferral period, the 
Restricted Stock Units, to the extent vested, shall be settled in the form of shares of Stock. To the extent that an award of 
Restricted Stock Units is subject to Section 409A, it may contain such additional terms and conditions as the Administrator 
shall determine in its sole discretion in order for such Award to comply with the requirements of Section 409A.  
  

(b) Election to Receive Restricted Stock Units in Lieu of Compensation. The Administrator may, in its sole discretion, 
permit a grantee to elect to receive a portion of future cash compensation otherwise due to such grantee in the form of an 
award of Restricted Stock Units. Any such election shall be made in writing and shall be delivered to the Company no later 
than the date specified by the Administrator and in accordance with Section 409A and such other rules and procedures 
established by the Administrator. Any such future cash compensation that the grantee elects to defer shall be converted to a 
fixed number of Restricted Stock Units based on the Fair Market Value of Stock on the date the compensation would 
otherwise have been paid to the grantee if such payment had not been deferred as provided herein. The Administrator shall 
have the sole right to determine whether and under what circumstances to permit such elections and to impose such limitations 
and other terms and conditions thereon as the Administrator deems appropriate. Any Restricted Stock Units that are elected 
to be received in lieu of cash compensation shall be fully vested, unless otherwise provided in the Award Certificate.  
  

(c) Rights as a Shareholder. A grantee shall have the rights as a shareholder only as to shares of Stock acquired by the 
grantee upon settlement of Restricted Stock Units; provided, however, that the grantee may be credited with Dividend 
Equivalent Rights with respect to the phantom stock units underlying his Restricted Stock Units, subject to such terms and 
conditions as the Administrator may determine.  
  

(d) Termination. Except as may otherwise be provided by the Administrator either in the Award Certificate or, subject 
to Section 18 below, in writing after the Award is issued, a grantee’s right in all Restricted Stock Units that have not vested 
shall automatically terminate upon the grantee’s termination of employment (or cessation of service relationship) with the 
Company and its Subsidiaries for any reason.  
  
SECTION 9. UNRESTRICTED STOCK AWARDS  
  

Grant or Sale of Unrestricted Stock. The Administrator may, in its sole discretion, grant (or sell at par value or such 
higher purchase price determined by the Administrator) an Unrestricted Stock Award under the Plan. Unrestricted Stock 
Awards may be granted in respect of past services or other valid consideration, or in lieu of cash compensation due to such 
grantee.  
  
SECTION 10. CASH-BASED AWARDS  
  

Grant of Cash-Based Awards. The Administrator may, in its sole discretion, grant Cash-Based Awards to any grantee 
in such number or amount and upon such terms, and subject to such conditions, as the Administrator shall determine at the 
time of grant. The Administrator shall determine the maximum duration of the Cash-Based Award, the amount of cash to 
which the Cash-Based Award pertains, the conditions upon which the Cash-Based Award shall become vested or payable, 
and such other provisions as the Administrator shall determine. Each Cash-Based Award shall specify a cash-denominated 
payment amount, formula or payment ranges as determined by the Administrator. Payment, if any, with respect to a Cash-
Based Award shall be made in accordance with the terms of the Award and may be made in cash or in shares of Stock, as the 
Administrator determines.  
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SECTION 11. PERFORMANCE SHARE AWARDS  
  

(a) Nature of Performance Share Awards. The Administrator may, in its sole discretion, grant Performance Share 
Awards independent of, or in connection with, the granting of any other Award under the Plan. The Administrator shall 
determine whether and to whom Performance Share Awards shall be granted, the Performance Goals, the periods during 
which performance is to be measured, which may not be less than one year, and such other limitations and conditions as the 
Administrator shall determine.  
  

(b) Rights as a Shareholder. A grantee receiving a Performance Share Award shall have the rights of a shareholder only 
as to shares actually received by the grantee under the Plan and not with respect to shares subject to the Award but not actually 
received by the grantee. A grantee shall be entitled to receive shares of Stock under a Performance Share Award only upon 
satisfaction of all conditions specified in the Performance Share Award Certificate (or in a performance plan adopted by the 
Administrator). 
  

(c) Termination. Except as may otherwise be provided by the Administrator either in the Award agreement or, subject 
to Section 18 below, in writing after the Award is issued, a grantee’s rights in all Performance Share Awards shall 
automatically terminate upon the grantee’s termination of employment (or cessation of service relationship) with the 
Company and its Subsidiaries for any reason.  
  
SECTION 12. PERFORMANCE-BASED AWARDS TO COVERED EMPLOYEES  
  

(a) Performance-Based Awards. Any employee or other key person providing services to the Company and who is 
selected by the Administrator may be granted one or more Performance-Based Awards in the form of a Restricted Stock 
Award, Restricted Stock Units, Performance Share Awards or Cash-Based Award payable upon the attainment of 
Performance Goals that are established by the Administrator and relate to one or more of the Performance Criteria, in each 
case on a specified date or dates or over any period or periods determined by the Administrator. The Administrator shall 
define in an objective fashion the manner of calculating the Performance Criteria it selects to use for any Performance Cycle. 
Depending on the Performance Criteria used to establish such Performance Goals, the Performance Goals may be expressed 
in terms of overall Company performance or the performance of a division, business unit, or an individual. The Administrator, 
in its discretion, may adjust or modify the calculation of Performance Goals for such Performance Cycle in order to prevent 
the dilution or enlargement of the rights of an individual (i) in the event of, or in anticipation of, any unusual or extraordinary 
corporate item, transaction, event or development, (ii) in recognition of, or in anticipation of, any other unusual or 
nonrecurring events affecting the Company, or the financial statements of the Company, or (iii) in response to, or in 
anticipation of, changes in applicable laws, regulations, accounting principles, or business conditions provided however, that 
the Administrator may not exercise such discretion in a manner that would increase the Performance-Based Award granted 
to a Covered Employee. Each Performance-Based Award shall comply with the provisions set forth below.  
  

(b) Grant of Performance-Based Awards. With respect to each Performance-Based Award granted to a Covered 
Employee, the Administrator shall select, within the first 90 days of a Performance Cycle (or, if shorter, within the maximum 
period allowed under Section 162(m) of the Code) the Performance Criteria for such grant, and the Performance Goals with 
respect to each Performance Criterion (including a threshold level of performance below which no amount will become 
payable with respect to such Award). Each Performance-Based Award will specify the amount payable, or the formula for 
determining the amount payable, upon achievement of the various applicable performance targets. The Performance Criteria 
established by the Administrator may be (but need not be) different for each Performance Cycle and different Performance 
Goals may be applicable to Performance-Based Awards to different Covered Employees.  
  

(c) Payment of Performance-Based Awards. Following the completion of a Performance Cycle, the Administrator shall 
meet to review and certify in writing whether, and to what extent, the Performance Goals for the Performance Cycle have 
been achieved and, if so, to also calculate and certify in writing the amount of the Performance-Based Awards earned for the 
Performance Cycle. The Administrator shall then determine the actual size of each Covered Employee’s Performance-Based 
Award, and, in doing so, may reduce or eliminate the amount of the Performance-Based Award for a Covered Employee if, 
in its sole judgment, such reduction or elimination is appropriate.  
  

(d) Maximum Award Payable. The maximum Performance-Based Award payable to any one Covered Employee under 
the Plan for a Performance Cycle is 237,616 shares of Stock (subject to adjustment as provided in Section 3(c) hereof) or 
$3,309,991 in the case of a Performance-Based Award that is a Cash-Based Award.  
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SECTION 13. DIVIDEND EQUIVALENT RIGHTS  
  

(a) Dividend Equivalent Rights. A Dividend Equivalent Right may be granted hereunder to any grantee as a component 
of an award of Restricted Stock Units, Restricted Stock Award or Performance Share Award or as a freestanding award. The 
terms and conditions of Dividend Equivalent Rights shall be specified in the Award Certificate. Dividend equivalents credited 
to the holder of a Dividend Equivalent Right may be paid currently or may be deemed to be reinvested in additional shares 
of Stock, which may thereafter accrue additional equivalents. Any such reinvestment shall be at Fair Market Value on the 
date of reinvestment or such other price as may then apply under a dividend reinvestment plan sponsored by the Company, 
if any. Dividend Equivalent Rights may be settled in cash or shares of Stock or a combination thereof, in a single installment 
or installments. A Dividend Equivalent Right granted as a component of an award of Restricted Stock Units or Restricted 
Stock Award with performance vesting or Performance Share Award shall provide that such Dividend Equivalent Right shall 
be settled only upon settlement or payment of, or lapse of restrictions on, such other Award, and that such Dividend 
Equivalent Right shall expire or be forfeited or annulled under the same conditions as such other Award.  
  

(b) Interest Equivalents. Any Award under this Plan that is settled in whole or in part in cash on a deferred basis may 
provide in the grant for interest equivalents to be credited with respect to such cash payment. Interest equivalents may be 
compounded and shall be paid upon such terms and conditions as may be specified by the grant.  
  

(c) Termination. Except as may otherwise be provided by the Administrator either in the Award Certificate or, subject 
to Section 18 below, in writing after the Award is issued, a grantee’s rights in all Dividend Equivalent Rights or interest 
equivalents granted as a component of an award of Restricted Stock Units, Restricted Stock Award or Performance Share 
Award that has not vested shall automatically terminate upon the grantee’s termination of employment (or cessation of service 
relationship) with the Company and its Subsidiaries for any reason.  
  
SECTION 14. TRANSFERABILITY OF AWARDS  
  

(a) Transferability. Except as provided in Section 14(b) below, during a grantee’s lifetime, his or her Awards shall be 
exercisable only by the grantee, or by the grantee’s legal representative or guardian in the event of the grantee’s incapacity. 
No Awards shall be sold, assigned, transferred or otherwise encumbered or disposed of by a grantee other than by will or by 
the laws of descent and distribution or pursuant to a domestic relations order. No Awards shall be subject, in whole or in part, 
to attachment, execution, or levy of any kind, and any purported transfer in violation hereof shall be null and void.  
  

(b) Administrator Action. Notwithstanding Section 14(a), the Administrator, in its discretion, may provide either in the 
Award Certificate regarding a given Award or by subsequent written approval that the grantee (who is an employee or 
director) may transfer his or her Awards (other than any Incentive Stock Options or Restricted Stock Units) to his or her 
immediate family members, to trusts for the benefit of such family members, or to partnerships in which such family members 
are the only partners, provided that the transferee agrees in writing with the Company to be bound by all of the terms and 
conditions of this Plan and the applicable Award. In no event may an Award be transferred by a grantee for value.  
  

(c) Family Member. For purposes of Section 14(b), “family member” shall mean a grantee’s child, stepchild, 
grandchild, parent, stepparent, grandparent, spouse, former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-
in-law, daughter-in-law, brother-in-law, or sister-in-law, including adoptive relationships, any person sharing the grantee’s 
household (other than a tenant of the grantee), a trust in which these persons (or the grantee) have more than 50 percent of 
the beneficial interest, a foundation in which these persons (or the grantee) control the management of assets, and any other 
entity in which these persons (or the grantee) own more than 50 percent of the voting interests.  
  

(d) Designation of Beneficiary. Each grantee to whom an Award has been made under the Plan may designate a 
beneficiary or beneficiaries to exercise any Award or receive any payment under any Award payable on or after the grantee’s 
death. Any such designation shall be on a form provided for that purpose by the Administrator and shall not be effective until 
received by the Administrator. If no beneficiary has been designated by a deceased grantee, or if the designated beneficiaries 
have predeceased the grantee, the beneficiary shall be the grantee’s estate.  
 
SECTION 15. TAX WITHHOLDING  
  

(a) Payment by Grantee. Each grantee shall, no later than the date as of which the value of an Award or of any Stock 
or other amounts received thereunder first becomes includable in the gross income of the grantee for Federal income tax 
purposes, pay to the Company, or make arrangements satisfactory to the Administrator regarding payment of, any Federal, 
state, or local taxes of any kind required by law to be withheld by the Company with respect to such income. The Company 
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and its Subsidiaries shall, to the extent permitted by law, have the right to deduct any such taxes from any payment of any 
kind otherwise due to the grantee. The Company’s obligation to deliver evidence of book entry (or stock certificates) to any 
grantee is subject to and conditioned on tax withholding obligations being satisfied by the grantee.  
  

(b) Payment in Stock. Subject to approval by the Administrator, a grantee may elect to have the Company’s minimum 
required tax withholding obligation satisfied, in whole or in part, by authorizing the Company to withhold from shares of 
Stock to be issued pursuant to any Award a number of shares with an aggregate Fair Market Value (as of the date the 
withholding is effected) that would satisfy the withholding amount due.  
  
SECTION 16. SECTION 409A AWARDS  
  

To the extent that any Award is determined to constitute “nonqualified deferred compensation” within the meaning of 
Section 409A (a “409A Award”), the Award shall be subject to such additional rules and requirements as specified by the 
Administrator from time to time in order to comply with Section 409A. In this regard, if any amount under a 409A Award is 
payable upon a “separation from service” (within the meaning of Section 409A) to a grantee who is then considered a 
“specified employee” (within the meaning of Section 409A), then no such payment shall be made prior to the date that is the 
earlier of (i) six months and one day after the grantee’s separation from service, or (ii) the grantee’s death, but only to the 
extent such delay is necessary to prevent such payment from being subject to interest, penalties and/or additional tax imposed 
pursuant to Section 409A. Further, the settlement of any such Award may not be accelerated except to the extent permitted 
by Section 409A.  
  
SECTION 17. TRANSFER, LEAVE OF ABSENCE, ETC.  
  

For purposes of the Plan, the following events shall not be deemed a termination of employment: 
  

(a) a transfer to the employment of the Company from a Subsidiary or from the Company to a Subsidiary, or from one 
Subsidiary to another; or 
  

(b) an approved leave of absence for military service or sickness, or for any other purpose approved by the Company, 
if the employee’s right to re-employment is guaranteed either by a statute or by contract or under the policy pursuant to which 
the leave of absence was granted or if the Administrator otherwise so provides in writing.  
  
SECTION 18. AMENDMENTS AND TERMINATION  
  

The Board may, at any time, amend or discontinue the Plan and the Administrator may, at any time, amend or cancel 
any outstanding Award for the purpose of satisfying changes in law or for any other lawful purpose, but no such action shall 
adversely affect rights under any outstanding Award without the holder’s consent. Except as provided in Section 3(c) or 3(d), 
without prior shareholder approval, in no event may the Administrator exercise its discretion to reduce the exercise price of 
outstanding Stock Options or Stock Appreciation Rights or effect repricing through cancellation and re-grants or cancellation 
of Stock Options or Stock Appreciation Rights in exchange for cash. To the extent required under the rules of any securities 
exchange or market system on which the Stock is listed, to the extent determined by the Administrator to be required by the 
Code to ensure that Incentive Stock Options granted under the Plan are qualified under Section 422 of the Code, or to ensure 
that compensation earned under Awards qualifies as performance-based compensation under Section 162(m) of the Code, 
Plan amendments shall be subject to approval by the Company shareholders entitled to vote at a meeting of shareholders. 
Nothing in this Section 18 shall limit the Administrator’s authority to take any action permitted pursuant to Section 3(c) or 
3(d).  
  
SECTION 19. STATUS OF PLAN  
  

With respect to the portion of any Award that has not been exercised and any payments in cash, Stock or other 
consideration not received by a grantee, a grantee shall have no rights greater than those of a general creditor of the Company 
unless the Administrator shall otherwise expressly determine in connection with any Award or Awards. In its sole discretion, 
the Administrator may authorize the creation of trusts or other arrangements to meet the Company’s obligations to deliver 
Stock or make payments with respect to Awards hereunder, provided that the existence of such trusts or other arrangements 
is consistent with the foregoing sentence.  
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SECTION 20. GENERAL PROVISIONS  
  

(a) No Distribution. The Administrator may require each person acquiring Stock pursuant to an Award to represent to 
and agree with the Company in writing that such person is acquiring the shares without a view to distribution thereof.  
  

(b) Delivery of Stock Certificates. Stock certificates to grantees under this Plan shall be deemed delivered for all 
purposes when the Company or a stock transfer agent of the Company shall have mailed such certificates in the United States 
mail, addressed to the grantee, at the grantee’s last known address on file with the Company. Uncertificated Stock shall be 
deemed delivered for all purposes when the Company or a Stock transfer agent of the Company shall have given to the 
grantee by electronic mail (with proof of receipt) or by United States mail, addressed to the grantee, at the grantee’s last 
known address on file with the Company, notice of issuance and recorded the issuance in its records (which may include 
electronic “book entry” records). Notwithstanding anything herein to the contrary, the Company shall not be required to issue 
or deliver any certificates evidencing shares of Stock pursuant to the exercise of any Award, unless and until the Administrator 
has determined, with advice of counsel (to the extent the Administrator deems such advice necessary or advisable), that the 
issuance and delivery of such certificates is in compliance with all applicable laws, regulations of governmental authorities 
and, if applicable, the requirements of any exchange on which the shares of Stock are listed, quoted or traded. All Stock 
certificates delivered pursuant to the Plan shall be subject to any stop-transfer orders and other restrictions as the 
Administrator deems necessary or advisable to comply with federal, state or foreign jurisdiction, securities or other laws, 
rules and quotation system on which the Stock is listed, quoted or traded. The Administrator may place legends on any Stock 
certificate to reference restrictions applicable to the Stock. In addition to the terms and conditions provided herein, the 
Administrator may require that an individual make such reasonable covenants, agreements, and representations as the 
Administrator, in its discretion, deems necessary or advisable in order to comply with any such laws, regulations, or 
requirements. The Administrator shall have the right to require any individual to comply with any timing or other restrictions 
with respect to the settlement or exercise of any Award, including a window-period limitation, as may be imposed in the 
discretion of the Administrator.  
  

(c) Shareholder Rights. Until Stock is deemed delivered in accordance with Section 20(b), no right to vote or receive 
dividends or any other rights of a shareholder will exist with respect to shares of Stock to be issued in connection with an 
Award, notwithstanding the exercise of a Stock Option or any other action by the grantee with respect to an Award.  
  

(d) Other Compensation Arrangements; No Employment Rights. Nothing contained in this Plan shall prevent the Board 
from adopting other or additional compensation arrangements, including trusts, and such arrangements may be either 
generally applicable or applicable only in specific cases. The adoption of this Plan and the grant of Awards do not confer 
upon any employee any right to continued employment with the Company or any Subsidiary. 
  

(e) Trading Policy Restrictions. Option exercises and other Awards under the Plan shall be subject to the Company’s 
insider trading policies and procedures, as in effect from time to time.  
  

(f) Forfeiture of Awards under Sarbanes-Oxley Act. If the Company is required to prepare an accounting restatement 
due to the material noncompliance of the Company, as a result of misconduct, with any financial reporting requirement under 
the securities laws, then any grantee who is one of the individuals subject to automatic forfeiture under Section 304 of the 
Sarbanes-Oxley Act of 2002 shall reimburse the Company for the amount of any Award received by such individual under 
the Plan during the 12-month period following the first public issuance or filing with the United States Securities and 
Exchange Commission, as the case may be, of the financial document embodying such financial reporting requirement.  
  
SECTION 21. EFFECTIVE DATE OF PLAN  
  

This Plan, as amended and restated, shall become effective upon shareholder approval in accordance with applicable 
state law, the Company’s bylaws and articles of incorporation, and applicable stock exchange rules. No grants of Stock 
Options and other Awards may be made hereunder after the tenth anniversary of the Effective Date and no grants of Incentive 
Stock Options may be made hereunder after the tenth anniversary of the date the Plan is approved by the Board.  
  
SECTION 22. GOVERNING LAW  
  

This Plan and all Awards and actions taken thereunder shall be governed by, and construed in accordance with, the 
laws of the State of Maine, applied without regard to conflict of law principles. 






