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Dear Hennessy Advisors Shareholder:
2012 was quite a year.The New York Giants won the superbowl, LeBron James and his Miami Heat were NBA
Champions, London hosted the Olympics, and our local underrated team, the San Francisco Giants, capped three weeks
of come-from-behind victories with a World Series win. It was also a year jam-packed with politics, continued economic
uncertainty in the United States and around the world, and of course the tragic effects of Super Storm Sandy will be felt
for some time to come.
Since the economic crisis of 2008, most Americans seem to take a “glass half empty” view and now seem to expect
gloom.Talking about “America’s decline” has become a popular pastime around the world, and even Americans are
jumping into the discussion. In fact, it feels like the United States has become an “underdog,” while China and other
emerging nations are coined as the new world economic leaders. But the reality is that the U.S. remains the world’s
largest economy, and the stock market hasn’t been too shabby either. Since the crisis in 2008: the Dow Jones Industrial
Average was up 23% in 2009, up 14% in 2010, and up 8% in 2011. I believe that Americans (individuals, business leaders,
and political leaders) have remained resilient and continue to exhibit the character to work hard and succeed.
I am not saying that our economy isn’t without issues. What I would like to share with you are the facts about our
economy, those facts that transcend the rhetoric. In last year’s shareholder letter, I told you that the major obstacle facing
the U.S. economy and the stock market was clarity from our leaders in Washington on taxes, regulation and healthcare.
With the elections behind us, we have the clarity that President Obama will be our leader for another four years. We
know that the Democrats have the majority in the Senate and the Republicans have the majority in the House. Where
does that leave our economy, the financial markets, investors and Hennessy Advisors?
Post-election economy: The moment the last ballot was cast in November, the media began its talk of the “Fiscal
Cliff.”The dramatic use of the word “Cliff” is making everyone nervous. I keep picturing the old Road Runner cartoons
with the Coyote plummeting off a cliff and landing in a cloud of dust. In my opinion, that’s just what we should do, drive
right off the Fiscal Cliff and force our policy makers to get things “right” and not compromise for the sake of a
compromise. I believe that if we fell off the “Cliff,” in six months’ time our leaders would work together to create better
policies and long-term results than the policies and results that will come out of any quick fixes on these important
issues.
The election, the Fiscal Cliff, and slow earnings growth are beginning to erode the confidence of our business leaders
who have cut costs and driven profits in order to lead us out of the recession. Super Storm Sandy is also creating a strain
on our economy in the near-term. However, companies here in the U.S. are still sitting on record amounts of cash.
Businesses require faith in their government to enact strategies that will move their cash (that is earning nothing) and
put that capital to work, and to hire in earnest. Now that there is some clarity, it MUST be coupled with actionable
policy on taxes and regulation for corporate attitudes and behavior to shift. Corporate America (and frankly most of
America) is losing their tolerance with polarized and stagnant politics.
For better or worse, we will know what regulations we’ll have to comply with, what our tax rates will be, and what our
healthcare will cost.The writing is on the wall for higher taxes, and the Healthcare Reform Law is here to stay.This
administration feels they have a “green light” to push the 200 regulations related to Dodd-Frank and the numerous
policies outlined in the Healthcare Reform Law into law in the next four years. I know that innovative business leaders
in this country will implement new strategies to remain profitable, because that’s what we do; we have the character to
succeed in any political or economic climate.
Financial Markets: The stock market will be forced to wade through this murky economy as we continue to navigate
the partisan political quagmire. Many companies comprising the Dow Jones Industrial Average index or the S& P 500
have strong balance sheets, respectable fundamentals, and reasonable returns. When our fiscal year ended on September
30, 2012, the Dow Jones was going strong at 12.19% year to date. Of course, after the election, the market “rioted” in
order to force some decisions on the Fiscal Cliff. In fact, in the ten days after the election, we saw the Dow lose 4%. But
in the long term, I believe the strengths of the economy will filter through to the markets. We are in the midst of a slow
but steady recovery that I believe won’t easily be derailed. I am, therefore, expecting another year with slow to
moderate growth in the 8 to 12% range.There are still plenty of great stocks to buy.Through the portfolios we manage
for our mutual funds, we are seeing improvement in many sectors, including the housing industry, and we still see
strength in lower-end retailers.

Investors: Investors are still uncertain about putting their cash to work in the stock market and they continue to flock
to fixed income products. Like business leaders, I believe that investors feel the same frustration with partisanship in
Washington, and they need more answers in order to believe in the economic recovery.The strength of the lower-end
retailers tells me that investors and consumers are still looking for value for their dollar. Many industry statistics report
that Americans have been paying down their debt and saving more, even with interest rates at all-time lows. And like me,
the average investor is finding some long-awaited comfort in the slow return of the housing market in our country. I
know that the return of investors to the equity market will bode well for our economy.
Hennessy Advisors, Inc.: Total assets under management increased almost 23% from $749 million at the beginning of
the fiscal year to $919 million at the end of the fiscal year, primarily driven by positive market impact. However, based
on the timing of asset flow throughout the fiscal year, the average level of assets under management during the period
dropped to $823 million from $883 million for the previous year. Despite strong returns for the major U.S. financial
market indices and positive performance for each of the Hennessy Funds, we believe that investors are still fearful and
that confidence has not yet fully returned, and as such, net flows into our Funds were roughly flat for the year.
Throughout the economic downturn, I am proud that we were able to build our cash position and strengthen our
balance sheet. We are confident that continuing to focus on our successful and proven business model, while
showcasing the newly expanded Hennessy Funds line-up, positions the company well for today and for the future.
Throughout the year, we focused on strategic public relations efforts and in fact, Brian Peery, our Co-Portfolio Manager,
and I were able to team up and brand our Hennessy Funds in a broad array of media outlets.This year, the Hennessy
name has been seen in print,TV or radio on average once every three days.
Our business strategy is two-fold: to grow our mutual fund assets under management through marketing and sales and to
strategically purchase management related assets. Fiscal 2012 brought a fantastic opportunity to Hennessy Advisors, Inc.
to make a strategic purchase of assets. On March 30th, 2012, we submitted our first round offer to purchase the assets
related to the management of the entire family of ten FBR funds. On October 26th, 2012, we successfully completed the
transaction, bringing our total assets under management to $3.1 billion and our total number of shareholders in the
mutual funds we manage to approximately 180,000. From start to successful conclusion, this transaction took 210 days. I
was very proud of our team for driving every aspect of this transaction.
The newly expanded Hennessy Family of Funds now includes sixteen mutual funds, including traditional domestic
equity, sector and specialty, as well as more conservative balanced and fixed income products. We continue to
aggressively seek purchases of management related assets and we look forward to growing the distribution, sales and
marketing of our newly expanded product line-up.
Fiscal 2012 proved another difficult year for the economy, but I am confident that by remaining focused on our proven
business model we will continue to show strong financial results. As investors regain their confidence and return to
investing based on facts and fundamentals, I know we will return to steady, long-term market gains.
I would like to take a moment to reach out to the victims of Super Storm Sandy. No words can express the sorrow we
feel for the families who lost loved ones, and we hope for swift recovery of homes, businesses, and communities that
were devastated by this terrible storm.
Thank you for your continued confidence and investment in Hennessy Advisors, Inc. If you have any questions or want
to speak with us directly, please don’t hesitate to call us at (800) 966-4354.
Best Regards,

Neil J. Hennessy
President, Chairman, and CEO
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HENNESSY ADVISORS, INC.
NOTICE AND PROXY STATEMENT
NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD JANUARY 17, 2013
TO THE HOLDERS OF OUR COMMON STOCK:
The annual meeting of shareholders of Hennessy Advisors, Inc. will be held on Thursday, January 17, 2013, at 6:30 pm, PST, at
StoneTree Country Club, 9 StoneTree Lane, Novato, California 94945.
The meeting will be held for the following purposes:
1.

To elect the following eight nominees as directors: Neil J. Hennessy, Teresa M. Nilsen, Daniel B. Steadman, Henry
Hansel, Brian A. Hennessy, Daniel G. Libarle, Rodger Offenbach and Thomas L. Seavey.

2.

To approve the Hennessy Advisors, Inc. 2013 Omnibus Incentive Plan.

3.

To ratify the selection of Marcum LLP as the independent registered public accounting firm for Hennessy Advisors, Inc.
for the fiscal year 2013.

4.

To transact such other business as may properly come before the meeting or any adjournment or postponement thereof.

Our board of directors recommends a vote “FOR” Items 1, 2 and 3. Only shareholders of record at the close of business on
December 3, 2012 will be entitled to vote at the annual meeting.
We hope you will be able to attend the meeting, but in any event we would appreciate if you date, sign and return the enclosed
proxy as promptly as possible, or vote by calling toll-free (800) 652-8683 (if calling within the United States) or by voting over the
Internet at www.Investorvote.com/HNNA. If you are able to attend the meeting, you may revoke your proxy and vote in person.
By Order of the Board of Directors,
/s/ Teresa M. Nilsen
Teresa M. Nilsen, Secretary
Dated: December 17, 2012

Important Notice Regarding the Availability of Proxy Materials for the Shareholder Meeting to be Held on January 17,
2013. The notice, proxy statement, annual report and form of proxy are available at www.hennessyadvisors.com/proxy.htm.
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HENNESSY ADVISORS, INC.
7250 Redwood Boulevard, Suite 200
Novato, California 94945
PROXY STATEMENT FOR ANNUAL MEETING OF
SHAREHOLDERS TO BE HELD JANUARY 17, 2013
This proxy statement and the enclosed form of proxy are first being sent to shareholders of Hennessy Advisors, Inc. on or about
December 17, 2012 in connection with the solicitation by our board of directors of proxies to be used at our 2013 annual meeting of
shareholders. The meeting will be held on Thursday, January 17, 2013, at 6:30 pm, PST, at StoneTree Country Club, 9 StoneTree
Lane, Novato, California 94945.
The board of directors has designated Neil J. Hennessy and Teresa M. Nilsen, and each or either of them, as proxy agents to
vote the shares of common stock solicited on its behalf. If you sign and return the enclosed form of proxy, or give your proxy by
calling toll-free (800) 652-8683 (if calling within the United States) or by voting over the Internet at www.Investorvote.com/HNNA,
you may nevertheless revoke your proxy at any time insofar as it has not been exercised by: (1) giving written notice to our corporate
secretary, (2) delivering a later dated proxy, or (3) attending the meeting and voting in person. The shares represented by your proxy
will be voted unless the proxy is mutilated or otherwise received in such form or at such time as to render it not votable.
VOTING SECURITIES
The record of shareholders entitled to vote was taken at the close of business on December 3, 2012. As of December 3, 2012, we
had outstanding and entitled to vote 5,771,984 shares of common stock. Each share of common stock entitles the holder to one vote.
Holders of a majority of the outstanding common stock must be present in person or represented by proxy to constitute a quorum at
the annual meeting.
If you are a record holder (namely, you own your common stock in certificate form), you can vote by marking your vote on the
attached proxy card we have enclosed, signing and dating it, and mailing it in the postage-paid envelope we have provided, or you can
vote by calling toll-free (800) 652-8683 (if calling within the United States) or by voting over the Internet at
www.Investorvote.com/HNNA. If your shares are held in “street name” by a broker, nominee, fiduciary or other custodian, follow the
directions given by the broker, nominee, fiduciary or other custodian regarding how to instruct them to vote your shares. Your broker,
nominee, fiduciary or other custodian may permit you to vote by the Internet or by telephone. Whether you plan to attend the annual
meeting or not, we urge you to vote your shares now.
Brokers holding shares of common stock for beneficial owners in “street name” must vote those shares according to any specific
instructions they receive from the beneficial owner of the shares. However, brokers have discretionary authority to vote on “routine”
matters, like the vote to ratify the independent registered public accounting firm, which means that in the brokers’ discretion they can
vote on such matters if the beneficial owner does not provide specific instructions. In the case of “non-routine” matters, like the
election of directors and the approval of the Hennessy Advisors, Inc. 2013 Omnibus Plan, brokers may not vote on such matters unless
they receive specific instructions from the beneficial owners. “Broker non-votes” result when brokers are precluded from exercising
their discretion on certain types of proposals. Broker non-votes are not counted as votes cast in the election of directors, the approval
of the Hennessy Advisors, Inc. 2013 Omnibus Incentive Plan or the ratification of the independent registered public accounting firm.
Broker non-votes will have no effect on the election of directors (except to the extent that they affect the total votes received by a
candidate), and broker non-votes will have the same effect as a “no” vote with regard to the approval of the Hennessy Advisors, Inc.
2013 Omnibus Incentive Plan. Broker non-votes will be included in the determination of the number of shares present and voting for
purposes of determining the presence or absence of a quorum for the transaction of business.
Shares of common stock represented by proxies that are marked “abstain” will be included in the determination of the number of
shares present and voting for purposes of determining the presence or absence of a quorum for the transaction of business. Abstentions
are not counted as voted either for or against a proposal. So, abstentions are not counted as votes cast in the election of directors, the
approval of the Hennessy Advisors, Inc. 2013 Omnibus Incentive Plan or the ratification of the independent registered public
accounting firm. Abstentions will have no effect on the election of directors (except to the extent that they affect the total votes
received by a candidate) or the ratification of the independent registered public accounting firm, and abstentions will have the same
effect as a “no” vote with regard to the approval of the Hennessy Advisors, Inc. 2013 Omnibus Incentive Plan.
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The following table shows information relating to the beneficial ownership as of December 3, 2012 of: (1) each person known
to us to be the beneficial owner of more than 5% of our voting stock, (2) each director, (3) each of the executive officers named in the
summary compensation table elsewhere in this proxy statement, and (4) all directors and executive officers as a group. Except as
otherwise indicated, the shareholders listed exercise sole voting and dispositive power over the shares.
Amount and Nature of Shares Beneficially Owned
Number of Shares
Owned(2)

Name

Neil J. Hennessy(1)(3)
Teresa M. Nilsen(1)(4)
Daniel B. Steadman(1)(5)
Henry Hansel(1)
Brian A. Hennessy(1)(6)
Daniel G. Libarle(1)(7)
Rodger Offenbach(1)(8)
Thomas L. Seavey(1)
Charles M. Almond(9)
All directors and executive officers (8 individuals)
(1)
(2)

Percent
of Class

1,903,730
92,816
35,672
140,888
239,812
89,188
104,070
80,188
448,999
2,686,364

32.7%
1.6%
0.6%
2.4%
4.1%
1.5%
1.8%
1.4%
7.8%
46.5%

The address of each director and executive officer is 7250 Redwood Boulevard, Suite 200, Novato, California 94945.
Includes shares subject to presently exercisable options as follows:
Number
of Options

Name

Neil J. Hennessy
Teresa M. Nilsen
Daniel B. Steadman
Henry Hansel
Brian A. Hennessy
Daniel G. Libarle
Rodger Offenbach
Thomas L. Seavey

50,625
28,125
11,062
59,063
59,063
59,063
59,063
55,063

(3)

Includes 1,829,355 shares held jointly with his spouse and over which Mr. Hennessy has shared voting and dispositive power and
3,500 shares held by Mr. Hennessy as custodian for his child, over which Mr. Hennessy has shared voting and dispositive power.
1,550,000 of these shares are pledged as security with respect to a margin account.

(4)

Includes 63,005 shares held jointly with her spouse and over which Ms. Nilsen has shared voting and dispositive power and 674
shares held by her spouse as custodian for their minor children, over which Ms. Nilsen has shared voting and dispositive power.

(5)

Includes 15,172 shares held jointly with his spouse and over which Mr. Steadman has shared voting and dispositive power.

(6)

Includes 163,875 shares held jointly with his spouse and over which Mr. Hennessy has shared voting and dispositive power.

(7)

Includes 30,125 shares held jointly with his spouse and over which Mr. Libarle has shared voting and dispositive power.

(8)

Includes 34,375 shares held jointly with his spouse and over which Mr. Offenbach has shared voting and dispositive power.

(9)

As reported by Mr. Almond, as of March 14, 2012, Charles M. Almond owned in the aggregate 448,999 shares of Hennessy
Advisors, Inc. common stock. Mr. Almond’s principal business address is PO Box 2100, Mill Valley, CA 94941.
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ELECTION OF DIRECTORS
At the meeting, eight directors will be elected to serve for a one-year term, until their successors are elected and qualified. The
board of directors has nominated each of our eight current directors to stand for reelection. Directors will be elected by a plurality of
votes cast by shares entitled to vote at the meeting.
Cumulative voting does not apply unless a shareholder entitled to vote at the meeting gives notice at the meeting before the
voting begins of the shareholder’s intent to exercise cumulative voting. If cumulative voting applies, each shareholder has the right to
distribute among one or more nominees the number of votes equal to the number of directors to be elected multiplied by the number of
shares that the shareholder is entitled to vote at the meeting. The accompanying form of proxy solicited by the board of directors
confers discretionary authority on the proxy agents to cumulate votes. The proxy agents, Neil J. Hennessy and Teresa M. Nilsen, do
not, at this time, intend to exercise cumulative voting for the shares covered by the proxies solicited by this proxy statement unless a
shareholder entitled to vote at the meeting gives the required notice in proper form at the annual meeting. In that case, the proxy
agents intend to cumulatively vote all of the shares covered by the proxies solicited by this proxy statement in favor of the number of
nominees named in this proxy statement as they may, in their discretion, determine is required to elect the maximum number of
nominees named in this proxy statement.
Proxies will be voted, if authority to do so is not withheld, for the election as directors of each of the board’s nominees. Each
nominee is presently available for election, and has consented to being named in this proxy and to serve, if elected. If any nominee
should become unavailable, which is not now anticipated, the persons voting the accompanying proxy may, in their discretion, vote
for a substitute.
Our board of directors recommends a vote “FOR” the election of each of its nominees. Proxies solicited by the board will
be so voted unless shareholders specify in their proxies a contrary choice.
Information concerning all incumbent directors and nominees, based on data furnished by them, is set forth below. Before we
provide the information for the incumbent directors, we wanted to take a moment to acknowledge our former director, Charles
Bennett, and his amazing service to the shareholders of Hennessy Advisors, Inc. Mr. Bennett served as a director of Hennessy
Advisors, Inc. from August of 2005 until he passed away in March of 2012. He served as an Independent member of the board, was a
member of the Audit Committee and the Nominating Committee and served as Chairman of the Compensation Committee.
Mr. Bennett was a dedicated member of our board, and of our community, and most importantly, he was an honorable man. The
information presented below for our incumbent directors includes information each director has given us about his or her age, all
positions he or she holds, his or her principal occupation and business experience for the past five years, and the names of other
companies, some of which are publicly-held, of which he or she currently serves as a director or has served as a director during the
past five years.
In addition to the information presented below regarding each nominee’s specific experience, qualifications, attributes and skills
that led our board to the conclusion that he or she should serve as a director, we also believe that all of our director nominees have a
reputation for integrity, honesty and adherence to high ethical standards. They each have demonstrated business acumen and an ability
to exercise sound judgment, as well as a commitment of service to the company and our board.
Neil J. Hennessy (age 56) has served as chairman of the board, president and chief executive officer of Hennessy Advisors since
1989 and as director and portfolio manager of our mutual funds since 1996. Mr. Hennessy started his financial career over 31 years
ago as a broker at Paine Webber. He subsequently moved to Hambrecht & Quist and later returned to Paine Webber. From 1987 to
1990, Mr. Hennessy served as a nominated member of the National Association of Securities Dealers, Inc.’s District 1 Business
Conduct Committee. From January 1993 to January 1995, Mr. Hennessy served his elected term as chairman of the District 1 Business
Conduct Committee. Mr. Hennessy earned a bachelor of business administration from the University of San Diego. Mr. Hennessy has
amassed considerable business acumen in his career. Since founding the firm in 1989, he has successfully navigated the company
through many economic cycles. His significant experience in managing the company enables him to provide the board with invaluable
knowledge and guidance. Mr. Hennessy is the brother of Dr. Brian A. Hennessy.
Teresa M. Nilsen (age 46) has served as a director, executive vice president, chief financial officer and secretary of Hennessy
Advisors since 1989, and received an additional officer designation as the chief operating officer in October 2010. Ms. Nilsen is also
the executive vice president and treasurer of our mutual funds. Ms. Nilsen has worked in the securities industry for over 23 years, and
earned a bachelor of arts in economics from the University of California, Davis. Ms. Nilsen’s qualifications to serve on our board
include her significant financial management, operational and leadership experience gained during her twenty-three year career in the
securities industry.
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Daniel B. Steadman (age 56) has served as a director and executive vice president of Hennessy Advisors since 2000, as the
Chief Compliance Officer of Hennessy Advisors since 2010, and is currently the executive vice president and secretary of our mutual
funds. Mr. Steadman has been in the banking and financial services industry for over 36 years, serving as vice president of
WestAmerica Bank from 1995 through 2000, vice president of Novato National Bank from its organization in 1984 through 1995,
assistant vice president and branch manager of Bank of Marin from 1980 through 1984 and banking services officer of Wells Fargo
Bank from 1974 through 1980. Mr. Steadman’s substantial experience in the financial services industry, as well as his significant
experience in managing the strategic development of the company, enables him to provide the board with valuable insights and
advice.
Henry Hansel (age 64) has served as a director of Hennessy Advisors since 2001. He has been president of The Hansel Auto
Group since 1982, which includes seven automobile dealerships. Mr. Hansel served as a director of the Bank of Petaluma since its
organization in 1987 until it was sold in 2002. Mr. Hansel earned a bachelor of science degree in economics from the University of
Santa Clara. Mr. Hansel’s experience with running a large and economically cyclical business provides him with excellent financial
statement and operational knowledge. His corporate business experience, combined with his attentive and thorough service as a
director over the years, allows him to provide the board with valuable recommendations and ideas.
Brian A. Hennessy (age 59) has served as a director of Hennessy Advisors since 1989 and served as a director of our mutual
funds from 1996 to 2001. Dr. Hennessy has been a self-employed dentist for more than 20 years, and is now retired. Dr. Hennessy is
the brother of our chairman of the board, Neil J. Hennessy. Dr. Hennessy earned a bachelor of science in biology from the University
of San Francisco and a D.D.S. from the University of the Pacific. Mr. Hennessy’s qualifications to serve on our board include his
considerable experience as a business owner. His years running his own practice have allowed him to navigate many business-related
issues, making him a valuable source of knowledge. This combined with his prior service as a director of the mutual funds advised by
the company, has provided him with a solid understanding of the company and the industry in which it operates.
Daniel G. Libarle (age 71) has served as a director of Hennessy Advisors since 2001. Mr. Libarle is the owner and president of
Lace House Linen, Inc. and served as a director and chairman of the board of directors for Bank of Petaluma from its organization in
1987 until 2002 and served as a director of Greater Bay Bancorp and was a member of Greater Bay Bancorp’s audit committee until
its sale to Wells Fargo, a company listed on the New York Stock Exchange, in October 2007. In January 2008, Mr. Libarle became a
director of the Exchange Bank, where he serves on the bank’s audit and loan committees. Mr. Libarle earned a bachelor of arts in
economics from the University of Oregon and San Jose State University. Mr. Libarle is an effective and knowledgeable member of
our board of directors and brings with him years of essential business experience. Mr. Libarle employs his decades of experience on
various boards and audit committees in the financial services industry to lead and guide our audit committee. He has extensive
knowledge in reading and analyzing financial statements, and his role as a business owner also provides him with the operational
knowledge to anticipate and mediate business-related issues.
Rodger Offenbach (age 61) has served as a director of Hennessy Advisors since 2001 and served as a director of our mutual
funds from 1996 to 2001. Mr. Offenbach has been the owner of Ray’s Catering and Marin-Sonoma Picnics since 1973, and has been
retired since 2008. Mr. Offenbach earned a bachelor of science in business administration from California State University, Sonoma.
Mr. Offenbach’s long experience as an employer and businessman has honed his understanding of financial statements and the
complex issues that confront businesses. This combined with his diligent and thoughtful service as a director over the years, along
with his prior service as a director of the mutual funds advised by the company, has provided him with a solid understanding of the
company and the industry in which it operates, enabling him to provide the board with valuable input and oversight.
Thomas L. Seavey (age 66) has served as a director of Hennessy Advisors since 2001. For the majority of Mr. Seavey’s business
career, he has been involved in the sales and marketing of athletic and leisure products, as well as marketing professional athletes.
From 1981 to 1993, Mr. Seavey worked for Nike as the vice president of sales in the Midwest, as well as California, and spent three
years at International Management Group as the vice president of products. In 1980, he formed Seavey Corp., now Continental Sports
Group, which sells sport and leisure products. Mr. Seavey left Nike in 1993 and formally took over the management of Continental
Sports Group, which he is still managing today. Mr. Seavey earned a bachelor of arts in English and history from Western Michigan
University. Mr. Seavey’s experience working for a large corporation, where he led worldwide marketing campaigns, provided him
vast knowledge of the business world. His experience has sharpened his financial and operational knowledge, and he brings these
assets to our board of directors in a relatable, effective way. This combined with his diligent, focused service as a director over the
years has provided him with an excellent understanding of the company and the industry in which it operates, making him a valuable
resource to our board.
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Section 16(a) Beneficial Ownership Reporting Compliance
Section 16(a) of the Securities Exchange Act of 1934 requires executive officers, directors or 10% shareholders to file reports of
initial ownership of our common stock (on Form 3) and changes in such ownership (on Form 4) no later than the second business day
after the date on which the transaction occurred, unless certain exceptions apply. Most transactions not reported on Form 4 must be
reported on Form 5 within 45 days after the end of the company’s fiscal year. Based upon a review of Form 4s filed with the Securities
and Exchange Commission and information provided to us by our directors and officers during the fiscal year ended September 30,
2012, all required reports were filed on a timely basis.
Board of Directors and Standing Committees
The board held five regular meetings (and no special meetings) during the fiscal year ended September 30, 2012. All directors
attended at least 75% of all meetings of the board and board committees on which they served during fiscal year 2012. All members of
the board except Neil J. Hennessy, Teresa M. Nilsen, Daniel B. Steadman and Brian A. Hennessy are considered independent under
NASDAQ rules.
The board of directors has established three standing committees: an audit committee, a compensation committee and a
nominating committee, which are described below. Members of these committees are elected annually at the regular board meeting
held in conjunction with the annual shareholders’ meeting.
Audit Committee. The audit committee presently is composed of Daniel G. Libarle (Chairman), Henry Hansel and Thomas L.
Seavey, all of whom are considered independent under NASDAQ rules. The audit committee met four times during fiscal year 2012.
The principal responsibilities of and functions to be performed by the audit committee are established in the audit committee charter.
The audit committee’s charter is available on our website at www.hennessyadvisors.com. The responsibilities and functions of the
audit committee include reviewing our internal controls and the integrity of our financial reporting, approving the employment and
compensation of and overseeing our independent auditors, and reviewing the quarterly reviews and annual audit with the auditors.
Our board of directors has determined that Daniel G. Libarle, who has served as chairman of our audit committee since 2001, is
an audit committee financial expert, as defined in the rules and regulations of the Securities and Exchange Commission (SEC), and is
independent as defined by the rules adopted by the SEC and NASDAQ. Our board based its determination on the fact that Mr. Libarle
has extensive experience evaluating financial statements prepared in accordance with generally accepted accounting principles and has
also acquired an understanding of internal controls, procedures for financial reporting and audit committee functions as the founding
chairman of the board of Bank of Petaluma from 1985 to 2002, as a member of the audit committee of the board of directors of
Greater Bay Bancorp from 1999 to 2007, and as a director of the Exchange Bank, where he continues to serve on the bank’s audit and
loan committees.
Compensation Committee. The compensation committee presently is composed of Thomas L. Seavey (Chairman), Rodger
Offenbach and Daniel G. Libarle, all of whom are considered independent under NASDAQ rules. The compensation committee did
not meet during fiscal 2012. This committee has the responsibility of approving the compensation arrangements for our management,
including annual bonus and long-term compensation, which was done on October 2, 2012, subsequent to year-end. It also recommends
to the board of directors adoption of any compensation plans in which our officers and directors are eligible to participate, as well as
makes grants of employee stock options and other stock awards under our incentive plan. Our executive officers do not play a role in
determining their own compensation. However, the CEO recommends to the compensation committee the salary, bonus and equity
compensation of our executive officers based on salary surveys, experience and performance of the executives. The compensation
committee does not have any arrangements with compensation consultants. As a small company, we rely on industry compensation
studies and relevant experience to determine executive compensation. Our compensation committee does not have a charter.
Nominating Committee. The nominating committee is composed of all directors who qualify as independent under NASDAQ
rules, which directors are presently Henry Hansel, Daniel G. Libarle, Rodger Offenbach, and Thomas L. Seavey. The nominating
committee met once during fiscal 2012. The principal responsibilities of and functions to be performed by the nominating committee,
which includes making recommendations for director nominees to the full board of directors for the next annual meeting of
shareholders, are established in the nominating committee charter. The nominating committee’s charter is available on our website at
www.hennessyadvisors.com.
Qualifications for consideration as a board nominee may vary according to the particular areas of expertise being sought as a
complement to the existing board composition. However, in making its nominations, the nominating committee will consider, among
other things, an individual’s business experience, industry experience, financial background, breadth of knowledge about issues
affecting Hennessy, time available for meetings and consultation regarding Hennessy matters and other particular skills and
experience possessed by the individual. In considering the diversity of a candidate, the committee considers a variety of factors
including but not limited to age, gender and ethnicity. We do not currently employ an executive search firm, or pay a fee to any other
third party, to locate qualified candidates for director positions, although we may in the future retain a third party search firm, if the
nominating committee deems it appropriate.
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Leadership Structure
Our board currently believes it is in the best interests of the company to combine the positions of Chairman and CEO because
this provides the company with unified leadership and direction. In addition, our current Chairman and CEO has an in-depth
knowledge of our business that enables him to effectively set appropriate board agendas and ensure appropriate processes and
relationships are established with both management and the board of directors, as our board works together to oversee our
management and affairs. The board has determined that its leadership structure is appropriate for the company.
Board Role in Risk Oversight
The board, together with the audit committee, has oversight for our risk management framework, both investment risk and
operational risk, and is responsible for helping to ensure that our risks are managed in a sound manner. In this regard, the directors
oversee an enterprise-wide approach to risk management, designed to support the achievement of organizational objectives, including
strategic objectives, to improve long-term organizational performance and to enhance shareholder value. A fundamental part of risk
management is not only understanding the risks a company faces and what steps management is taking to manage those risks, but also
understanding what level of risk is appropriate for the company. The involvement of the full board in setting our business strategy is a
key part of the directors’ assessment of management’s appetite for risk and also a determination of what constitutes an appropriate
level of risk for the company. The board has determined that its risk oversight is appropriate for the company.
Policies and Procedures for Submitting Recommendations for Potential Director Nominees and for Director Nominations by
Shareholders for the 2014 Annual Meeting
Shareholder Recommendations to Nominating Committee for Potential Director Nominees
The nominating committee will consider recommendations for potential director nominees from many sources, including
members of the board, advisors, and shareholders. The names of such suggested nominees, together with appropriate biographical
information, should be submitted for nominating committee consideration to our principal executive offices no later than August 19,
2013. Any candidates duly submitted by a shareholder or shareholder group will be reviewed and considered in the same manner as all
other candidates as a potential nominee for the slate nominated by our board of directors.
In order to be a valid submission for recommendation to the nominating committee for a potential nominee, the form of the
recommendation must set forth:
•

the name and address, as they appear on our records, of the shareholder recommending the persons, and the name and
address of the beneficial owner, if any, on whose behalf the recommendation is made;

•

the number of shares of our common stock that are owned beneficially and of record by the shareholder of record and by
the beneficial owner, if any, on whose behalf the recommendation is made;

•

any material interest or relationship that the shareholder of record and/or the beneficial owner, if any, on whose behalf the
recommendation is made may respectively have with the nominee;

•

any other information required to be disclosed in solicitations of proxies for election of directors or information otherwise
required pursuant to Regulation 14A under the Securities Exchange Act of 1934 relating to nominations for election or reelection as a director; including the nominee’s written consent to being named in the proxy statement as a nominee and to
serving as a director, if nominated and elected; and

•

with respect to (i) shareholders that have owned more than 5% of our common stock for at least one year as of the date the
recommendation is made or (ii) a group of shareholders that, in the aggregate, have owned more than 5% of our common
stock for at least one year as of the date the recommendation is made:
•

a written statement that the shareholder or group of shareholders have owned more than 5% of our common stock
for more than one year; and

•

a written consent of the shareholder or group of shareholders to be named in our proxy statement.

The completed form of recommendation must be sent to the nominating committee at our principal executive offices: 7250
Redwood Boulevard, Suite 200, Novato, California 94945. The mailing envelope should contain a clear notation indicating that the
enclosed letter is a “Shareholder Recommendation for Director.”
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Director Nominations by Shareholders for 2014 Annual Meeting
A shareholder wishing to nominate their own candidate for election to our board at our 2014 annual meeting must submit a
written notice, in the form specified below, of his or her nomination of a candidate to our corporate secretary at our principal executive
offices. The submission must be received at our principal executive offices no later than August 19, 2013. To be timely in the case of a
special meeting called for the election of directors or in the event that the date of the applicable annual meeting is changed by more
than 30 days from the date of our last annual meeting, a shareholder’s notice must be received at our principal executive offices no
later than the close of business on the tenth day following the earlier of the day on which notice of the meeting date was mailed or
public disclosure of the meeting date was made. In accordance with Article II, Section 16 of our amended and restated bylaws,
shareholder nominations which do not comply with the submission deadline are not required to be recognized by the presiding officer
at the annual meeting. Timely nominations will be brought before the meeting but will not be part of the slate nominated by our board
of directors and will not be included in the Company’s proxy materials.
In order to be valid, a submission for a shareholder director nomination must set forth:
•

the name and address, as they appear on our records, of the shareholder nominating the persons, and the name and address
of the beneficial owner, if any, on whose behalf the nomination is made;

•

the class and number of shares of our capital stock that are owned beneficially and of record by the shareholder of record
and by the beneficial owner, if any, on whose behalf the nomination is made;

•

any material interest or relationship that the shareholder of record and/or the beneficial owner, if any, on whose behalf the
nomination is made may respectively have with the nominee; and

•

any other information required to be disclosed in solicitations of proxies for election of directors or information otherwise
required pursuant to Regulation 14A under the Securities Exchange Act of 1934 relating to nominations for election or reelection as a director; including the nominee’s written consent to being named in the proxy statement as a nominee and to
serving as a director, if nominated and elected.

The completed form of notice must be sent to our corporate secretary at our principal executive offices: 7250 Redwood
Boulevard, Suite 200, Novato, California 94945. The mailing envelope should contain a clear notation indicating that the enclosed
letter is a “Shareholder Nomination for Director.”
Certain Transactions
During the fiscal years ended September 30, 2012 and 2011, there have been no transactions of more than $120,000 between
Hennessy Advisors, Inc. and any shareholder, director or executive officer.
APPROVAL OF HENNESSY ADVISORS, INC. 2013 OMNIBUS INCENTIVE PLAN
At the annual meeting, we are asking our shareholders to approve the Hennessy Advisors, Inc. 2013 Omnibus Incentive Plan
(the “2013 Plan”). The maximum number of shares which may be issued under the 2013 Plan is 50% of the outstanding common
stock, of which 300,000 shares may be issued as incentive stock option awards. Under the current Hennessy Advisors, Inc. 2001
Omnibus Plan (the “Existing Plan”), the maximum number of shares which may be issued is 25% of the outstanding common stock.
We believe that awards under the 2013 Plan will support the creation of long-term value and business returns for our
shareholders. We further believe that the 2013 Plan strikes a proper balance between rewarding performance and limiting shareholder
dilution. The two complementary purposes of the 2013 Plan are (1) to attract and retain outstanding individuals to serve as executive
officers and other key employees, outside directors and advisors and (2) to increase shareholder value.
Key Terms
Participation:

Eligible officers or other employees, outside directors and
advisors. As of December 3, 2012, approximately 25 persons were
eligible to participate in the plan, including 5 outside directors and
3 executive officers.

Shares Authorized:

The maximum number of shares which may be issued under the
2013 Plan is 50% of the outstanding common stock.

Share Counting:

Shares authorized are depleted by number of granted awards of any
type, and shares used to pay exercise price of options or
withholding taxes do not replenish shares authorized.
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Award Types:

Individual Limits:

Key Prohibitions:

•

Stock options;

•

Stock appreciation rights;

•

Performance shares;

•

Performance units;

•

Restricted stock;

•

Restricted stock units;

•

Deferred stock rights;

•

Dividend equivalent units;

•

Annual incentive award;

•

Long-term incentive award; and

•

Other stock-based awards.

Fiscal year limits on awards of:
•

options and stock appreciation rights of 50,000 shares;

•

restricted stock, restricted stock units and/or deferred stock
rights of 50,000 shares;

•

performance shares and/or awards of performance units
based on the fair market value of common stock of 50,000
shares;

•

performance units not based on the fair market value of
common stock of $100,000;

•

other stock-based awards of 50,000 shares;

•

annual incentive awards of $100,000; and

•

long-term incentive awards of $100,000.

•

No backdating of options or stock appreciation rights;

•

No repricing of options or stock appreciation rights; and

•

No discounted options or stock appreciation rights.

Amendments:

Material amendments require shareholder approval.

Administration:

Administered by the compensation committee.

Change of Control:

“Single trigger” is required for accelerated vesting of equity
awards in a change of control in which the awards are assumed or
replaced, meaning that the mere change of control occurring might
result in accelerated vesting.

Effect of Proposal on Existing Plan
The Existing Plan, under which we may grant equity awards to officers or other employees, outside directors and advisors, had
an aggregate of approximately 597,407 shares of common stock available for future equity grants as of December 3, 2012. If our
shareholders approve the 2013 Plan, then the Existing Plan will terminate on the date of approval, no new awards will be granted
under the Existing Plan, and the authority to issue the remaining shares of common stock available under the Existing Plan will
terminate. All awards that we granted under the Existing Plan that are outstanding as of the date that shareholders approve the 2013
Plan will remain outstanding, will continue to be governed by the Existing Plan, and will count toward the share limitation under the
2013 Plan. As of December 3, 2012, there were 433,440 shares of common stock subject to outstanding awards under the Existing
Plan.
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If shareholders do not approve the 2013 Plan, then the Existing Plan will remain in effect in accordance with its terms.
Authorized Shares and Stock Price
Our articles of incorporation authorize the issuance of 15,000,000 shares of common stock. There were 5,771,984 shares of our
common stock issued and outstanding as of December 3, 2012, and the market value of a share of our common stock as of that date
was $4.00.
Summary of the Terms of the 2013 Plan
The following is a summary of the material provisions of the 2013 Plan, a copy of which is attached hereto as Appendix A and
is incorporated by reference herein. This summary and the highlights above are qualified in their entirety by reference to the full and
complete text of the 2013 Plan. Any inconsistencies between this summary or the highlights above and the text of the 2013 Plan will
be governed by the text of the 2013 Plan.
Administration and Eligibility
The 2013 Plan is administered by the compensation committee of our Board (which we refer as the “administrator”), which has
the authority to interpret the provisions of the 2013 Plan and any award; make, change and rescind rules and regulations relating to the
2013 Plan; and change or reconcile any inconsistency in any award or agreement covering an award. In addition, subject to any
limitations imposed by law and any restrictions imposed by the compensation committee, our Chief Executive Officer may act as the
administrator with respect to awards granted to employees who are not “officers” subject to Section 16 of the Securities Exchange Act
of 1934 (the “Exchange Act”) or “covered employees” subject to Section 162(m) of the Internal Revenue Code of 1986 (the “Code”)
at the time such authority or responsibility is exercised.
The administrator may not increase the amount of compensation payable under an award that is intended to be performancebased compensation under Section 162(m) of the Code, although the administrator may decrease the amount of compensation that a
participant may earn under the award.
The administrator (to the extent of its authority) may designate any of the following as a participant under the 2013 Plan:
officers or other employees, outside directors and advisors.
The Board may delegate some or all of its authority under the 2013 Plan to a committee of the Board or to one or more officers
of the Company, and the compensation committee may delegate some or all of its authority under the 2013 Plan to a sub-committee or
one or more of our officers. Delegation is not permitted, however, with respect to stock-based awards made to individuals subject to
Section 16 of the Exchange Act or awards to “covered employees” under Code Section 162(m), unless the delegation is to a
committee of the Board that consists only of non-employee, outside directors.
Types of Awards
Awards under the 2013 Plan may consist of stock options, stock appreciation rights, performance shares, performance units,
restricted stock, restricted stock units, deferred stock rights, dividend equivalent units, other stock-based awards, annual incentive
awards or long-term incentive awards. The administrator may grant any type of award to any participant it selects, but only our
employees may receive grants of incentive stock options. Awards may be granted alone or in addition to, in tandem with, or (subject
to the 2013 Plan’s prohibition on repricing) in substitution for any other award (or any other award granted under another plan of ours
or of any of our affiliates).
Shares Reserved under the 2013 Plan
The 2013 Plan provides that the maximum number of shares which may be issued under the 2013 Plan is 50% of the outstanding
common stock.
In general, if an award granted under the 2013 Plan expires, is canceled or terminates without the issuance of shares under the
award, if it is determined during or at the conclusion of the term of an award that all or some portion of the shares under the award will
not be issuable on the basis that the conditions for such issuance will not be satisfied, if shares are forfeited under an award or if shares
are issued under any award and we reacquire them pursuant to rights we reserved upon the issuance of the shares, then such shares
will again be available for issuance under the 2013 Plan in the same number as they depleted the reserve, except that shares reacquired
pursuant to reserved rights may not be issued pursuant to incentive stock options. Shares tendered in payment of the exercise price of
an option, shares withheld to satisfy tax withholding obligations and shares purchased by us using proceeds from option exercises may
not be recredited to the reserve.
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Options
The administrator has the authority to grant stock options and to determine all terms and conditions of each stock option,
including the number of options granted; whether an option is to be an incentive stock option or non-qualified stock option; the date of
grant, which is not prior to the date of the administrator’s approval of the grant; a grant price that is not less than the fair market value
of the common stock subject to the option on the date of grant; and the terms and conditions of exercise. Fair market value is defined
as the last sales price of a share of our common stock for the date in question, or if no sales of our common stock occur on such date,
on the last preceding date on which there was such a sale. The administrator determines terms and conditions of exercise as well as the
expiration date of each option, but the expiration date will not be later than 10 years after the grant date. If the aggregate fair market
value of the shares subject to the portion of an incentive stock option that becomes exercisable during a calendar year exceeds
$100,000, then the option is treated as a nonqualified stock option to the extent the $100,000 limitation is exceeded.
Each incentive stock option that the administrator grants to an eligible employee who owns more than ten percent of the total
combined voting power of all classes of stock then issued by our company must have an exercise price at least equal to 110% of the
fair market value of the common stock on the date of grant and must terminate no later than five years after the date of grant.
Stock Appreciation Rights
The administrator has the authority to grant stock appreciation rights. A stock appreciation right is the right of a participant to
receive cash in an amount, and/or common stock with a fair market value, equal to the appreciation of the fair market value of a share
of common stock during a specified period of time. The 2013 Plan provides that the administrator determines all terms and conditions
of each stock appreciation right, including: whether the stock appreciation right is granted independently of a stock option or relates to
a stock option; the number of shares of common stock to which the stock appreciation right relates; the date of grant, which is not
prior to the date of the administrator’s approval of the grant; a grant price that is not less than the fair market value of the common
stock subject to the stock appreciation right on the date of grant; the terms and conditions of exercise or maturity; a term that must be
no later than 10 years after the date of grant; and whether the stock appreciation right will settle in cash, common stock or a
combination of the two.
Performance and Stock Awards
The administrator has the authority to grant awards of restricted stock, restricted stock units, deferred stock rights, performance
shares or performance units. Restricted stock means shares of common stock that are subject to a risk of forfeiture, restrictions on
transfer or both a risk of forfeiture and restrictions on transfer. Restricted stock unit means the right to receive a payment equal to the
fair market value of one share of common stock. Deferred stock right means the right to receive shares of common stock or shares of
restricted stock at some future time. Performance share means the right to receive shares of common stock, including restricted stock,
to the extent performance goals are achieved. Performance unit means the right to receive a payment valued in relation to a unit that
has a designated dollar value or the value of which is equal to the fair market value of one or more shares of common stock, to the
extent performance goals are achieved.
The administrator determines all terms and conditions of the awards, including: the number of shares of common stock and/or
units to which such award relates; whether performance goals need to be achieved for the participant to realize any portion of the
benefit provided under the award; the period of restriction with respect to restricted stock or restricted stock units and the period of
deferral for deferred stock rights; the performance period for performance awards; with respect to performance units, whether to
measure the value of each unit in relation to a designated dollar value or the fair market value of one or more shares of common stock;
and, with respect to performance units, whether the awards will settle in cash, in shares of common stock, or in a combination of the
two.
Incentive Awards
The administrator has the authority to grant annual and long-term incentive awards. Incentive awards are the right to receive a
cash payment to the extent performance goals are achieved. The administrator will determine all of the terms and conditions of each
incentive award, including the performance goals, the performance period, the potential amount payable and the timing of payment,
provided that the administrator must require that payment of all or any portion of the amount subject to the award is contingent on the
achievement of one or more performance goals during the period the administrator specifies, although the administrator may specify
that all or a portion of the goals are deemed achieved upon a participant’s death, disability or (for awards not intended to qualify as
performance-based compensation within the meaning of Code Section 162(m)) retirement, or such other circumstances as the
administrator may specify. For annual incentive awards, the performance period must relate to a period of one fiscal year, and for
long-term incentive awards, the performance period must relate to a period of more than one fiscal year, provided that, for annual
incentive awards, if the award is made in the year the 2013 Plan becomes effective, at the time of commencement of employment or
on the occasion of a promotion, then the award may relate to a period shorter than one fiscal year.
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Dividend Equivalent Units
The administrator has the authority to grant dividend equivalent units in connection with “full value” awards, defined to include
restricted stock, restricted stock units, performance shares, performance units (valued in relation to a share), deferred stock rights and
any other similar award under which the value of the award is measured as the full value of a share, rather than the increase in the
value of a share. A dividend equivalent unit is the right to receive a payment, in cash or shares of common stock, equal to the cash
dividends or other distributions that we pay with respect to a share of common stock. The administrator determines all terms and
conditions of a dividend equivalent unit award, except that dividend equivalent units that relate to performance awards that are
contingent on the achievement of a performance goal at the time the cash dividend or other distribution is paid with respect to a share
must also be contingent on the achievement of such performance goal and may not be paid until the performance goal is achieved.
Other Awards
The administrator has the authority to grant other types of awards, which may be denominated or payable in, valued in whole or
in part by reference to, or otherwise based on, shares of common stock, either alone or in addition to or in conjunction with other
awards, and payable in shares of common stock or cash. Such awards may include shares of unrestricted common stock, which may be
awarded, without limitation, as a bonus, in payment of director fees, in lieu of cash compensation, in exchange for cancellation of a
compensation right, or upon the attainment of performance goals or otherwise, or rights to acquire shares of our common stock from
us. The administrator determines all terms and conditions of the award, including the time or times at which such award is made and
the number of shares of common stock to be granted pursuant to such award or to which such award will relate. Any award that
provides for purchase rights must be priced at 100% of the fair market value of our common stock on the date of the award.
Performance Goals
For purposes of the 2013 Plan, performance goals means the following categories, including in each case any measure based on
such category: basic earnings per common share; diluted earnings per common share; total shareholder return; fair market value of
shares; gross profit; operating income or adjusted operating income; segment income; earnings before interest and the provision for
income taxes; earnings before interest, the provision for income taxes, depreciation, and amortization; earnings after interest expense
and before incentives and service fees and extraordinary or special items; net income; return on investments; return on equity; return
on assets; return on capital; economic value added, or other measure of profitability that considers the cost of capital employed; cash
flow; net cash provided by operating activities; net increase (decrease) in cash and cash equivalents; market share; completion of
integration of acquired businesses and/or strategic activities; identification and/or consummation of investment opportunities or
completion of specified projects in accordance with corporate business plans; any of the above goals as compared to the performance
of a published or special index; the value of all financial assets resulting from an extraordinary acquisition of assets; the performance
of one or more of the investment companies managed by the Company as compared to a peer group or index or other benchmark; the
volume of sales of the investment companies managed by the Company; development, completion and implementation of succession
planning. The performance goals, other than, in general, the per-share or share-based goals, may be measured for us on a consolidated
basis, for any one or more of our affiliates or divisions and/or for any other business unit or units of ours or an affiliate as defined by
the administrator at the time of selection.
In addition, the administrator may designate other categories, including categories involving individual performance and
subjective targets, not listed above with respect to Awards that are not intended to qualify as performance-based compensation within
the meaning of Code Section 162(m) or to the extent that the application of such categories results in a reduction of the maximum
amount otherwise payable under the award.
To qualify as “performance-based compensation” under Section 162(m) of the Code, we are required to establish limits on the
number of awards that we may grant to a particular participant. The award limits in the 2013 Plan were established in order to provide
us with maximum flexibility, and are not necessarily indicative of the size of award that we expect to make to any particular
participant. Under the 2013 Plan, no participant may be granted awards that could result in such participant receiving:
•

options for, and stock appreciation rights with respect to, more than 50,000 shares of common stock during any fiscal
year;

•

restricted stock, restricted stock units and/or deferred stock rights relating to more than 50,000 shares of common stock
during any fiscal year;

•

performance shares and/or awards of performance units based on the fair market value of common stock for more than
50,000 shares of common stock during any fiscal year;

•

performance units not based on the fair market value of common stock of $100,000 in any fiscal year;

•

other stock-based awards with respect to more than 50,000 shares of common stock during any fiscal year;

•

annual incentive awards in any fiscal year that would pay more than $100,000; and

•

long-term incentive awards in any fiscal year that would pay more than $100,000.
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Each of these limitations is subject to adjustment as described below.
Performance goals will generally be determined after excluding any gains or losses from the sale of assets outside the ordinary
course of business; any gains or losses from discontinued operations; any extraordinary gains or losses; the effects of accounting
changes; any unusual, nonrecurring, transition, one-time or similar items or charges; the diluted impact of goodwill on acquisitions;
and any other items specified by the administrator. For awards intended to qualify as performance-based compensation under Code
Section 162(m), the administrator will specify the excluded items in writing at the time the award is made unless, after application of
the excluded items, the amount payable under the award is reduced.
Effect of Termination of Employment or Service on Awards
The administrator will have the discretion to determine, at the time an award is made to a participant or any time thereafter, the
effect of the participant’s termination of employment or service with our company or our affiliates on the award.
Transferability and Restrictions on Exercise
No award (other than unrestricted shares), and no right under any such award, is assignable, alienable, saleable, or transferable
by a participant except by will or by the laws of descent and distribution, unless and to the extent the administrator allows a participant
to designate in writing a beneficiary to exercise the award or receive payment under an award after the participant’s death, or transfer
an award.
Each award, and each right under any award, will be exercisable during the lifetime of the participant only by the participant or,
if permissible under applicable law, by such individual’s guardian or legal representative.
Adjustments
If any of the following occurs:
• we are involved in a merger or other transaction in which our common stock is changed or exchanged;
• we subdivide or combine our common stock or we declare a dividend payable in our common stock, other securities or other
property;
• we effect a cash dividend, the amount of which, on a per share basis, exceeds 10% of the fair market value of a share of
common stock at the time the dividend is declared, or we effect any other dividend or other distribution on our common stock in the
form of cash, or a repurchase of shares of common stock, that the Board determines is special or extraordinary in nature or that is in
connection with a transaction that we characterize publicly as a recapitalization or reorganization involving our common stock; or
• any other event occurs, which, in the judgment of the Board or compensation committee necessitates an adjustment to prevent
an increase or decrease in the benefits or potential benefits intended to be made available under the 2013 Plan;
then the administrator will, in a manner it deems equitable to prevent an increase or decrease in the benefits or potential benefits
intended to be made available under the 2013 Plan and subject to certain provisions of the Code, adjust the number and type of shares
of common stock subject to the 2013 Plan and which may, after the event, be made the subject of awards; the number and type of
shares of common stock subject to outstanding awards; the grant, purchase or exercise price with respect to any award; and
performance goals of an award.
In any such case, the administrator may also provide for a cash payment to the holder of an outstanding award in exchange for
the cancellation of all or a portion of the award (without the consent of the holder) in an amount and at a time determined by the
administrator.
No such adjustments may be authorized in the case of incentive stock options to the extent that such authority would cause the
2013 Plan to violate Code Section 422(b).
Without limitation, if there is a reorganization, merger, consolidation, combination or other similar corporate transaction or
event, whether or not constituting a change of control (other than any such transaction in which we are the continuing corporation and
in which the outstanding shares are not being converted into or exchanged for different securities, cash or other property, or any
combination thereof), the administrator may substitute for each share then subject to an award and the shares subject to the 2013 Plan
the number and kind of shares of stock, other securities, cash or other property to which holders of commons stock will be entitled in
respect of each share pursuant to the transaction.
In the case of a stock dividend (other than a stock dividend declared in lieu of an ordinary cash dividend) or subdivision or
combination of the shares (including a reverse stock split), if no action is taken by the administrator, the adjustments described above
will automatically be made.
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In connection with any merger, consolidation, acquisition of property or stock, or reorganization, the administrator may
authorize the issuance or assumption of awards under the 2013 Plan, subject to the listing requirements of any principal securities
exchange or market on which the shares are then traded.
Change of Control
Unless otherwise provided in an applicable employment, retention, change of control, severance, award or similar agreement, or
by the administrator prior to the event, in the event of a change of control of our company:
• If the purchaser, successor or surviving corporation (or parent thereof) (which we refer to as the “Survivor”) so agrees, some
or all outstanding awards will be assumed, or replaced with the same type of award with similar terms and conditions, by the Survivor
in the change of control transaction, subject to appropriate adjustments.
• To the extent the Survivor in the change of control transaction does not agree to assume the awards or issue replacement
awards, then immediately prior to the date of the change of control:
• each stock option or stock appreciation right that is then held by a participant who is employed by or in the service of us or
one of our affiliates will become fully vested, and, unless otherwise determined by the Board or the compensation committee, all stock
options and stock appreciation rights will be cancelled in exchange for a cash payment equal to the excess of the change of control
price (as determined by the administrator) of the shares of common stock covered by the stock option or stock appreciation right over
the purchase or grant price of such shares of common stock under the award;
• restricted stock, restricted stock units and deferred stock rights (that are not performance awards) that are not vested will vest;
• all performance and incentive awards that are earned but not yet paid will be paid, and all performance and incentive awards
for which the performance period has not expired will be cancelled in exchange for a cash payment to be made within 30 days of the
change of control equal to a pro rated portion of the target value of the award reflecting the portion of the performance period that had
elapsed prior to the change of control;
• all dividend equivalent units that are not vested will vest and be paid in cash; and
• all other awards that are not vested will vest and if an amount is payable under such vested award, then such amount will be
paid in cash based on the value of the award.
With respect to any awards that are assumed or replaced by the Survivor and with respect to any awards not cancelled in
connection with the change of control, if the Survivor terminates the participant’s employment or service without cause (as defined in
the agreement relating to the award or, if not defined in such an agreement, as defined by the administrator) or if the participant has in
effect an employment, retention, change of control, severance or similar agreement with us or any affiliate that contemplates the
termination of his or her employment or service for good reason, and the participant terminates his or her employment or service for
good reason (as defined in such agreement), in either case within 24 months after a change of control, then any such awards will be
treated as follows:
• all outstanding awards or replacement awards will vest automatically (assuming, for any award the vesting of which is
subject to performance goals, that such goals had been met at the target level);
• stock options and stock appreciation rights will, at the election of the participant, be cancelled in exchange for a payment in
cash and/or shares (which may include shares or other securities of the Survivor) equal to the excess of the fair market value of the
shares on the date of such termination covered by the portion of the option or stock appreciation right that has not been exercised over
the exercise or grant price of such shares under the award;
• restricted stock, restricted stock units or deferred stock rights will, at the election of the participant, be cancelled as of the date
of such termination in exchange for a payment in cash and/or shares (which may include shares or other securities of the Survivor)
equal to the fair market value of a share;
• performance awards and annual and long-term incentive awards that are earned but not yet paid will be paid upon the
termination of employment or service, and performance awards and annual and long-term incentive awards for which the performance
period has not expired will be cancelled in exchange for a cash payment equal to a pro rated portion of the target value of the award
reflecting the portion of the performance period that had elapsed prior to the termination; and
• other awards will be cancelled as of the date of such termination in exchange for a payment in cash in an amount equal to the
value of the award.
If the participant has a deferral election in effect with respect to any amount payable under these change of control provisions,
that amount will be deferred pursuant to such election and will not be paid in a lump sum, except that, with respect to amounts payable
to a participant (or the participant’s beneficiary or estate) who is entitled to a payment hereunder because the participant’s
employment terminated as a result of death or disability, or payable to a participant who has met the requirements for retirement
(without regard to whether the participant has terminated employment), no payment will be made unless the change of control also
constitutes a change of control within the meaning of Code Section 409A.
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Except as otherwise expressly provided in any agreement between a participant and us or an affiliate, if the receipt of any
payment by a participant under the circumstances described above would result in the payment by the participant of any excise tax
provided for in Section 280G and Section 4999 of the Code, then the amount of such payment shall be reduced to the extent required
to prevent the imposition of such excise tax.
A “change of control” is generally defined by the 2013 Plan as the occurrence of one or more of the following events:
1. an acquisition, in any one transaction or series of transactions, after which any individual, entity or group has beneficial
ownership of 50% or more of either the then outstanding shares of our common stock or the combined voting power of our then
outstanding voting securities, but excluding an acquisition (A) by us or any of our employee benefit plans (or related trusts),
(B) by Neil J. Hennessy or any affiliate, or (C) by any corporation which, following the acquisition, is beneficially owned,
directly or indirectly, in substantially the same proportions, by the beneficial owners of the common stock and voting securities
of the Company immediately prior to such acquisition; or
2. 50% or more of the members of our board of directors (A) are not continuing directors, or (B) are nominated or elected by the
same beneficial owner or are elected or appointed in connection with an acquisition of the Company; or
3. the (A) consummation of a reorganization, merger, share exchange, consolidation or similar transaction, with respect to which
the beneficial owners of the Company immediately prior to such transaction do not, following such transaction, beneficially own
more than 50% of the then outstanding shares of common stock and voting securities of the corporation resulting from the
transaction, (B) consummation of the sale or other disposition of all or substantially all of the assets of the Company or
(C) approval by the shareholders of the Company of a complete liquidation or dissolution of the Company.
Term of 2013 Plan
Unless earlier terminated by our Board, the 2013 Plan will remain in effect until all common stock reserved for issuance under
the 2013 Plan has been issued. If the term of the 2013 Plan extends beyond ten years, no further incentive stock options may be
granted unless the shareholders have approved an extension of the 2013 Plan for that purpose.
Termination and Amendment
The Board or the compensation committee may amend, alter, suspend, discontinue or terminate the 2013 Plan at any time,
except:
• the Board must approve any amendment to the 2013 Plan if we determine such approval is required by prior action of the
Board, applicable corporate law or any other applicable law;
• shareholders must approve any amendment to the 2013 Plan if we determine that such approval is required by Section 16 of
the Exchange Act, the listing requirements of any principal securities exchange or market on which our common stock is then traded,
or any other applicable law; and
• shareholders must approve any amendment to the 2013 Plan that materially increases the number of shares of common stock
reserved under the 2013 Plan, the incentive stock option award limits or the per participant award limitations set forth in the 2013
Plan, that materially expands the group of individuals that may become participants under the 2013 Plan or that diminishes the
provisions on repricing or backdating stock options and stock appreciation rights.
The administrator may modify, amend or cancel any award or waive any restrictions or conditions applicable to any award or
the exercise of the award. Any modification or amendment that materially diminishes the rights of the participant or any other person
that may have an interest in the award, or that cancels any award, will be effective only if agreed to by that participant or other person.
The administrator does not need to obtain participant or other interested party consent, however, for the adjustment or cancellation of
an award pursuant to the adjustment provisions of the 2013 Plan or the modification of an award to the extent deemed necessary to
comply with any applicable law or the listing requirements of any principal securities exchange or market on which our common stock
is then traded, to the extent the administrator deems necessary to preserve favorable accounting or tax treatment of any award for us,
or to the extent the administrator determines that the action does not materially and adversely affect the value of an award or that such
action is in the best interest of the affected participant or any other person(s) with an interest in the award.
The authority of the administrator to terminate or modify the 2013 Plan or awards will extend beyond the termination date of the
2013 Plan. In addition, termination of the 2013 Plan will not affect the rights of participants with respect to awards previously granted
to them, and all unexpired awards will continue in force after termination of the 2013 Plan except as they may lapse or be terminated
by their own terms and conditions.
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Awards Subject to Recoupment; Compliance with Award Agreement and Plan Required
Awards and any stock issued or cash paid under an award are subject to any recoupment, clawback, equity holding, stock
ownership or similar policies that we adopt from time to time and any recoupment, clawback, equity holding, stock ownership or
similar requirements made applicable by law, regulation or listing standards to us from time to time. Unless an award agreement
specifies otherwise, the administrator may cancel any award at any time if the participant is not in compliance with all applicable
provisions of the award agreement and the 2013 Plan.
Repricing Prohibited
Neither the administrator nor any other person may: (1) amend the terms of outstanding stock options or stock appreciation
rights to reduce the exercise price of such outstanding stock options or stock appreciation rights; (2) cancel outstanding stock options
or stock appreciation rights in exchange for stock options or stock appreciation rights with an exercise price that is less than the
exercise price of the original stock options or stock appreciation rights; or (3) cancel outstanding stock options or stock appreciation
rights with an exercise price above the current share price in exchange for cash or other securities.
Backdating Prohibited
The administrator may not grant a stock option or stock appreciation right with a grant date that is effective prior to the date the
administrator takes action to approve such award.
Certain Federal Income Tax Consequences
The following summarizes certain federal income tax consequences relating to the 2013 Plan. The summary is based upon the
laws and regulations in effect as of the date of this proxy statement and does not purport to be a complete statement of the law in this
area. Furthermore, the discussion below does not address the tax consequences of the receipt or exercise of awards under foreign, state
or local tax laws, and such tax laws may not correspond to the federal income tax treatment described herein. The exact federal
income tax treatment of transactions under the 2013 Plan will vary depending upon the specific facts and circumstances involved and
participants are advised to consult their personal tax advisors with regard to all consequences arising from the grant or exercise of
awards and the disposition of any acquired shares.
Stock Options
The grant of a stock option under the 2013 Plan will create no income tax consequences to us or to the recipient. A participant
who is granted a non-qualified stock option will generally recognize ordinary compensation income at the time of exercise in an
amount equal to the excess of the fair market value of the common stock at such time over the exercise price. We will generally be
entitled to a deduction in the same amount and at the same time as the participant recognizes ordinary income. Upon the participant’s
subsequent disposition of the shares of common stock received with respect to such stock option, the participant will recognize a
capital gain or loss (long-term or short-term, depending on the holding period) to the extent the amount realized from the sale differs
from the tax basis (i.e., the fair market value of the common stock on the exercise date).
In general, a participant will recognize no income or gain as a result of the exercise of an incentive stock option, except that the
alternative minimum tax may apply. Except as described below, the participant will recognize a long-term capital gain or loss on the
disposition of the common stock acquired pursuant to the exercise of an incentive stock option and we will not be allowed a
deduction. If the participant fails to hold the shares of common stock acquired pursuant to the exercise of an incentive stock option for
at least two years from the grant date of the incentive stock option and one year from the exercise date, then the participant will
recognize ordinary compensation income at the time of the disposition equal to the lesser of the gain realized on the disposition and
the excess of the fair market value of the shares of common stock on the exercise date over the exercise price. We will generally be
entitled to a deduction in the same amount and at the same time as the participant recognizes ordinary income. Any additional gain
realized by the participant over the fair market value at the time of exercise will be treated as a capital gain.
Stock Appreciation Rights
The grant of a stock appreciation right under the 2013 Plan will create no income tax consequences to us or to the recipient. A
participant who is granted a stock appreciation right will generally recognize ordinary compensation income at the time of exercise in
an amount equal to the excess of the fair market value of the common stock at such time over the grant price. We will generally be
entitled to a deduction in the same amount and at the same time as the participant recognizes ordinary income. If the stock
appreciation right is settled in shares of our common stock, upon the participant’s subsequent disposition of such shares, the
participant will recognize a capital gain or loss (long-term or short-term, depending on the holding period) to the extent the amount
realized from the sale differs from the tax basis (i.e., the fair market value of the common stock on the exercise date).
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Restricted Stock
Generally, a participant will not recognize income and we will not be entitled to a deduction at the time an award of restricted
stock is made under the 2013 Plan, unless the participant makes the election described below. A participant who has not made such an
election will recognize ordinary income at the time the restrictions on the stock lapse in an amount equal to the fair market value of the
restricted stock at such time. We will generally be entitled to a corresponding deduction in the same amount and at the same time as
the participant recognizes income. Any otherwise taxable disposition of the restricted stock after the time the restrictions lapse will
result in a capital gain or loss (long-term or short-term, depending on the holding period) to the extent the amount realized from the
sale differs from the tax basis (i.e., the fair market value of the common stock on the date the restrictions lapse). Dividends paid in
cash and received by a participant prior to the time the restrictions lapse will constitute ordinary income to the participant in the year
paid and we will generally be entitled to a corresponding deduction for such dividends. Any dividends paid in stock will be treated as
an award of additional restricted stock subject to the tax treatment described herein.
A participant may, within 30 days after the date of the award of restricted stock, elect to recognize ordinary income as of the
date of the award in an amount equal to the fair market value of such restricted stock on the date of the award (less the amount, if any,
the participant paid for such restricted stock). If the participant makes such an election, then we will generally be entitled to a
corresponding deduction in the same amount and at the same time as the participant recognizes income. If the participant makes the
election, then any cash dividends the participant receives with respect to the restricted stock will be treated as dividend income to the
participant in the year of payment and will not be deductible by us. Any otherwise taxable disposition of the restricted stock (other
than by forfeiture) will result in a capital gain or loss. If the participant who has made an election subsequently forfeits the restricted
stock, then the participant will not be entitled to claim a credit for the tax previously paid. In addition, we would then be required to
include as ordinary income the amount of any deduction we originally claimed with respect to such shares.
Restricted Stock Units
A participant will not recognize income and we will not be entitled to a deduction at the time an award of a restricted stock unit
is made under the 2013 Plan. Upon the participant’s receipt of shares (or cash) at the end of the restriction period, the participant will
recognize ordinary income equal to the amount of cash and/or the fair market value of the shares received, and we will be entitled to a
corresponding deduction in the same amount and at the same time. If the restricted stock units are settled in whole or in part in shares,
upon the participant’s subsequent disposition of the shares the participant will recognize a capital gain or loss (long-term or shortterm, depending on the holding period) to the extent the amount realized upon disposition differs from the shares’ tax basis (i.e., the
fair market value of the shares on the date the participant received the shares).
Performance Shares
The grant of performance shares will create no income tax consequences for us or the participant. Upon the participant’s receipt
of shares at the end of the applicable performance period, the participant will recognize ordinary income equal to the fair market value
of the shares received, except that if the participant receives shares of restricted stock in payment of performance shares, recognition
of income may be deferred in accordance with the rules applicable to restricted stock as described above. In addition, the participant
will recognize ordinary compensation income equal to the dividend equivalents paid on performance shares prior to or at the end of
the performance period. We will generally be entitled to a deduction in the same amount and at the same time as the participant
recognizes income. Upon the participant’s subsequent disposition of the shares, the participant will recognize a capital gain or loss
(long-term or short-term depending on the holding period) to the extent the amount realized from the disposition differs from the
shares’ tax basis (i.e., the fair market value of the shares on the date the participant received the shares).
Performance Units
The grant of a performance unit will create no income tax consequences to us or the participant. Upon the participant’s receipt
of cash and/or shares at the end of the applicable performance period, the participant will recognize ordinary income equal to the
amount of cash and/or the fair market value of the shares received, and we will be entitled to a corresponding deduction in the same
amount and at the same time. If performance units are settled in whole or in part in shares, upon the participant’s subsequent
disposition of the shares the participant will recognize a capital gain or loss (long-term or short-term, depending on the holding period)
to the extent the amount realized upon disposition differs from the shares’ tax basis (i.e., the fair market value of the shares on the date
the participant received the shares).
Incentive Awards
A participant who is paid an incentive award will recognize ordinary income equal to the amount of cash paid, and we will
generally be entitled to a corresponding income tax deduction.
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Dividend Equivalent Units
A participant who is paid a dividend equivalent with respect to an award will recognize ordinary income equal to the value of
cash or common stock paid, and we will be entitled to a corresponding deduction in the same amount and at the same time.
Section 162(m) Limit on Deductibility of Compensation
Section 162(m) of the Code limits the deduction we can take for compensation we pay to our chief executive officer and our
four other highest paid officers (determined as of the end of each year) to $1,000,000 per year per individual. However, performancebased compensation that meets the requirements of Code Section 162(m) does not have to be included as part of the $1,000,000 limit.
The 2013 Plan is designed so that awards granted to the covered individuals may meet the Code Section 162(m) requirements for
performance-based compensation. In the case of awards that are performance-based compensation because they are contingent on the
achievement of Performance Goals, the regulations under Code Section 162(m) require, among other things, that shareholders approve
the Performance Goals every five years to enable awards under the 2013 Plan to continue to qualify as performance-based
compensation.
Code Section 409A
Awards under the 2013 Plan may constitute, or provide for, a deferral of compensation under Section 409A of the Code. If the
requirements of Code Section 409A are not complied with, then holders of such awards may be taxed earlier than would otherwise be
the case (e.g., at the time of vesting instead of the time of payment) and may be subject to an additional 20% penalty tax and,
potentially, interest and penalties. We have sought to structure the 2013 Plan, and we expect to seek to structure awards under the
2013 Plan, to comply with Code Section 409A and the Department of Treasury regulations and other interpretive guidance that may
be issued pursuant to Code Section 409A. To the extent that we determine that any award granted under the 2013 Plan is subject to
Code Section 409A, the award agreement evidencing such award will generally incorporate the terms and conditions required by Code
Section 409A. The 2013 Plan and any applicable awards may be modified to exempt the awards from Code Section 409A or comply
with the requirements of Code Section 409A.
New Plan Benefits
The administrator has discretion to determine the individual employees or group of employees to whom awards will be granted
and the terms and conditions of such awards. The Company cannot currently determine the awards that may be granted under the plan.
The administrator will make such determinations from time to time.
Vote Required
The affirmative vote of the holders of a majority of the shares of common stock present in person or by proxy at the meeting is
required to approve the proposal. Broker non-votes and abstentions will have the same effect as a “no” vote.
Equity Compensation Plan Information
The following table sets forth information regarding our equity incentive plan. All information presented is as of September 30,
2012. We do not have any equity compensation plans that have not been approved by our shareholders:

Plan Category

Equity compensation plans approved by
security holders
Equity compensation plans not approved
by security holders
Total
(1)
(2)

Number of securities
to be issued upon
exercise of
outstanding options,
warrants and rights
(a)

445,788

Weighted-average
exercise price of
outstanding options,
warrants and rights
(b)

$

0
445,788

$

Number of securities
remaining for issuance
under compensation plans
(excluding securities
reflected in column (a))
(1)
(c)

5.00

594,375

0

0

5.00

594,375

The maximum number of shares of common stock that may be issued under our equity incentive plan is 25% of our outstanding
common stock, or 1,439,964 shares, as of the fiscal year ended September 30, 2012.
The number of securities to be issued includes 12,350 shares relating to restricted stock units to be issued according to the
vesting schedule of 25% per year. The exercise price for restricted stock units is zero, which is included in the weighted average
exercise price of outstanding securities.
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The board of directors recommends a vote “FOR” the approval of the Hennessy Advisors, Inc. 2013 Omnibus Incentive
Plan. Proxies solicited by the board of directors will be voted “FOR” the approval of the Hennessy Advisors, Inc. 2013
Omnibus Incentive Plan unless the shareholder has specified otherwise.
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The audit committee has selected Marcum LLP to audit the financial statements of Hennessy Advisors, Inc. for the year ending
September 30, 2013, and requests that the shareholders ratify such selection. If shareholders do not ratify the selection of Marcum
LLP, the audit committee will reconsider the selection.
Audit services provided by Marcum LLP in fiscal year 2012 included the audit of the financial statements of Hennessy
Advisors, Inc., reviews of interim financial statements, and consultations on matters related to accounting and financial reporting.
Marcum LLP also provided certain audit related and non-audit services to Hennessy Advisors, Inc. during fiscal year 2012,
which were reviewed by the audit committee and are more fully described later in this proxy statement.
Representatives of Marcum LLP are expected to attend the annual meeting where they will be available to respond to questions
and, if they desire, to make a statement.
Assuming a quorum is present at the annual meeting, to ratify the audit committee’s selection of Marcum LLP as the
independent registered public accounting firm for fiscal year 2013, the number of votes cast in favor of ratification must exceed the
number of votes cast in opposition to it. Abstentions and broker non-votes will be counted as present in determining whether there is a
quorum; however, they will not constitute a vote “for” or “against” ratification, and will be disregarded in the calculation of “votes
cast.”
The board of directors recommends a vote “FOR” the ratification of the selection of Marcum LLP as the independent
registered public accounting firm for Hennessy Advisors, Inc. for 2013. Proxies solicited by the board of directors will be voted
“FOR” ratification of the selection of Marcum LLP as the independent registered public accounting firm for Hennessy
Advisors, Inc. for 2013 unless the shareholder has specified otherwise.
AUDIT COMMITTEE REPORT
Management is responsible for our internal controls and financial reporting process. Our independent accountants are
responsible for performing an independent audit of our financial statements in accordance with auditing standards generally accepted
in the United States of America and issuing their report. The audit committee’s responsibility is to monitor and oversee these
processes.
In connection with these responsibilities, the audit committee met with management and the independent accountants to review
and discuss the financial statements for the fiscal year ended September 30, 2012. The audit committee also discussed with the
independent accountants the matters required by Statement on Auditing Standards No. 61, as amended (AICPA, Professional
Standards, Vol. 1, AU section 380), as adopted by the Public Company Accounting Oversight Board in Rule 3200T. The audit
committee also received written disclosures from the independent accountants mandated by applicable requirements of the Public
Company Accounting Oversight Board regarding the independent accountant’s communications with the audit committee concerning
independence, and the audit committee discussed with the independent accountants that firm’s independence.
Based upon the audit committee’s discussions with management and the independent accountants, and the audit committee’s
review of the representations of management and the independent accountants, the audit committee recommended that the board of
directors include Hennessy’s audited financial statements in its annual report on Form 10-K for the fiscal year ended September 30,
2012 filed with the Securities and Exchange Commission.
Daniel G. Libarle, Chairman
Henry Hansel
Thomas L. Seavey
The preceding report shall not be deemed incorporated by reference by any general statement incorporating by reference this
proxy statement into any filing under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent we
specifically incorporate this information by reference, and shall not otherwise be deemed filed under the Securities Act of 1933 or the
Securities Exchange Act 1934.
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EXECUTIVE OFFICERS
Our executive officers are listed below. Biographical information for each of our executive officers may be found under the
heading “Election of Directors.”
Neil J. Hennessy

President, Chief Executive Officer and Chairman of the
Board of Directors

Teresa M. Nilsen

Executive Vice President, Chief Financial Officer, Chief
Operating Officer and Secretary

Daniel B. Steadman

Executive Vice President and Chief Compliance Officer
EXECUTIVE COMPENSATION

Compensation Overview:
Base Salary. Salaries are used to provide a fixed amount of compensation for an executive’s regular work. According to the
McLagan “2012 Management and Administration Survey” of asset management firms, our executives’ cash compensation is in the
bottom quarter of all financial services companies participating in the survey. With the exception of our CEO, whose salary is set in
his employment contract, all of our executives’ salaries are reviewed annually and are adjusted from time to time.
We entered into an employment agreement with Neil J. Hennessy, our Chief Executive Officer, relating to his service as our
chairman of the board of directors and chief executive officer and as chief investment officer and portfolio manager for our mutual
funds, effective at the completion of our initial public offering in February 2002. Since 2002, Mr. Hennessy has received an annual
salary of $180,000 and any other benefits that other employees receive. Effective October 1, 2012, we amended and restated
Mr. Hennessy’s employment agreement for a five-year term which ends in 2017, with automatic one-year renewal terms thereafter.
The amended agreement states that Mr. Hennessy’s annual salary will increase to $350,000. In addition to his base compensation,
Mr. Hennessy receives a quarterly incentive-based bonus (“Quarterly Bonus”) in the amount of 10% of our pre-tax profits for each
fiscal quarter, as computed for financial reporting purposes in accordance with accounting principles generally accepted in the United
States of America, except as specified in the employment agreement. Pursuant to the employment agreement, pre-tax profit is
computed without regard to bonuses payable for the fiscal year, and without regard to depreciation expense, amortization expense,
compensation expense related to restricted stock units (or other stock-based compensation expense) and asset impairment charges. The
Quarterly Bonus year begins on October 1 of each year and continues until September 30 of the following year (the “Fiscal Year”).
Fifty percent (50%) of any positive Quarterly Bonus amount will be paid to Mr. Hennessy within sixty (60) days following the
fiscal quarter for which such bonus was earned. The remaining fifty percent (50%) of any positive Quarterly Bonus amount will be
held in a reserve account for Mr. Hennessy. The reserve account will be reduced by an amount equal to ten percent (10%) of any
quarterly pre-tax loss of the Company for such Fiscal Year, with such loss computed in the manner the pre-tax profit is computed for
the Quarterly Bonus. If there is a net positive amount in the reserve account of Mr. Hennessy after the four (4) quarters of such Fiscal
Year are completed, that amount will be paid to Mr. Hennessy in a final bonus year payout within seventy-five (75) days following the
end of such Fiscal Year of the Company. If there is a net negative amount in the reserve account of Mr. Hennessy after the four
(4) quarters of the Fiscal Year are completed, that negative reserve will be cancelled and not carried forward in the reserve account for
Mr. Hennessy in the next Fiscal Year. Mr. Hennessy must be an active employee of the Company when any bonus is paid in order to
be eligible to receive such portion of the Quarterly Bonus payment.
Bonuses. Bonuses, for executives other than our CEO, are paid out of a general pool. The bonus pool in total is set as a
percentage of pre-tax profits and fluctuates based on our overall performance. The executive management team determines the
percentage amount that the bonus pool accrues each year and reviews that percentage amount quarterly based on current performance
of the company. Each executive’s portion of the bonus pool is based 40% on individual and 60% on company-wide performance
discussed in their compensation review. Each year the executive management team sets company-wide goals that are presented to the
company. Individual performance objectives are based on customer focus, teamwork, work product and quality, and attitude. This
year, company-wide objectives are based on organic asset inflows, updating the compliance program, and maintaining profitability.
Because the bonus accrual is based on a percentage of pre-tax profits, the bonus is automatically aligned with our performance.
Equity Awards. We determined that restricted stock units are the most effective compensation tool for a company of our size,
because restricted stock units can provide the same value to executives as stock options, but with less dilution to earnings per share.
Since they vest over a four-year period, the equity awards are granted as a strategy for executive retention. The amount of the equity
pool in total is set subjectively based on our budget limitations for future years. The quantities are adjusted based on the fair value of
the equity at the date of grant, which determines the total cost to us. The equity awards are granted annually, if at all, after executives
are reviewed.
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The following table summarizes the compensation of our chief executive officer, our chief financial officer/chief operating
officer and our executive vice president for the fiscal years ended September 30, 2012 and 2011. We refer to these individuals as our
“executive officers.”
Summary Compensation Table for Fiscal Years 2012 and 2011
Name and Principal
Position

Neil J. Hennessy
President and CEO
Teresa M. Nilsen
Executive Vice
President,
CFO, COO and
Secretary
Daniel B. Steadman
Executive Vice President
and
Chief Compliance
Officer
(1)

(2)

(3)

Year

Salary ($)

Bonus ($)

Stock
Awards
($)

Option
Awards
($)

Non-Equity
Incentive Plan
Compensation ($)

All Other
Compensation
(3)

2012
2011

$180,000
$180,000

$
$

—
—

$ —
$ —

$ —
$ —

$
$

276,865 (1)(2) $
301,280
$

2012

$225,000

$

—

$ —

$ —

$

205,000

2011

$212,500

$

—

$ —

$ —

$

2012

$170,000

$

—

$ —

$ —

2011

$161,250

$

—

$ —

$ —

Total

26,244
18,107

$483,109
$499,387

$

7,431

$437,431

140,000

$

8,213

$360,713

$

132,000

$

5,614

$307,614

$

75,000

$

6,205

$242,455

Mr. Hennessy receives an incentive-based management fee in the amount of 10% of our pre-tax profits before any bonuses,
depreciation expense, amortization expense, compensation expense related to restricted stock units (or other stock-based
compensation expense) and asset impairment charges for the fiscal year, as computed for financial reporting purposes in
accordance with accounting principles accepted in the United States. For a discussion of the terms of Mr. Hennessy's
employment agreement, refer to page 28.
Mr. Hennessy's bonus is 10% of the pre-tax profit. The pre-tax profits for fiscal year 2012 are calculated as income before tax of
$1,732,000, plus bonuses of $868,800 bonus (Mr. Hennessy's bonus accrual and the staff bonus accrual), plus payroll tax
accruals of $21,200, plus depreciation expense of $88,600, plus amortization expense of $6,200, plus compensation expense
related to restricted stock units of $51,200 for a total pre-tax profit of $2,768,000.
All other compensation includes premiums on life insurance ($16,097 and $8,397, respectively) and disability insurance ($3,140
for both years) for Neil J. Hennessy for fiscal years 2012 and 2011. Other compensation also includes matching contributions to
the executive's 401(k) plan as follows: Neil J. Hennessy ($7,007 and $6,570, respectively); Teresa M. Nilsen ($7,431 and
$8,213, respectively); and Daniel B. Steadman ($5,614 and $6,205, respectively) for fiscal years 2012 and 2011.
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Outstanding Equity Awards at Fiscal Year-End 2012
The following table sets forth the outstanding equity awards held by our executive officers at September 30, 2012.
Outstanding Equity Awards at Fiscal Year-End 2012
Option Awards (1)
Number of
Securities
Underlying
Unexercised
Options (#)
Exercisable

Name

Neil J. Hennessy
President and CEO
Teresa M. Nilsen
Executive Vice President,
CFO, COO and Secretary
Daniel B. Steadman
Executive Vice President and
Chief Compliance Officer
(1)
(2)

(3)
(4)
(5)

Stock Awards (2)

Number of
Securities
Underlying
Unexercised
Options (#)
Unexercisable

Number of
Shares or
Units of
Stock That
Have Not
Vested (#)

Option
Exercise
Price
($)

Option
Expiration
Date

25,313
25,313

0
0

$ 3.55
$ 7.11

8/6/2013
11/11/2014

2,500(3)

$

7,125

25,313
2,813

0
0

$ 3.55
$ 7.11

8/6/2013
11/11/2014

2,375(4)

$

6,769

25,313
11,063

0
0

$ 2.97
$ 3.55

2/28/2012
8/6/2013

1,250(5)

$

3,563

Market Value
of Shares or
Units of Stock
That Have Not
Vested ($)

All options granted are vested 100% on the date of grant.
Stock awards are units of restricted stock with a zero exercise price. The units vest at a rate of 25% per year over four years.
Restricted stock units do not earn dividends or dividends equivalents. The market value of restricted stock units that have not
vested are calculated as the number of unvested units times the fair market value of $2.85 per share at 9/30/12. The actual value
realized by the executive will depend on the market value of our common stock on the date that the awards vest.
The non-vested awards have the following vesting date: 2,500 on 11/1/12.
The non-vested awards have the following vesting date: 2,375 on 11/1/12.
The non-vested awards have the following vesting date: 1,250 on 11/1/12.
Potential Payments Upon Termination or Change-In-Control

Neil J. Hennessy
The employment agreement with Neil J. Hennessy states that termination by us without cause (which is defined as felony
convictions, willful or gross misconduct, or a material breach of the employment agreement; but not death or disability) or termination
by Mr. Hennessy for good reason (which is defined as a material change in position or alteration of duties) entitles Mr. Hennessy to
the greater of (i) full base salary and 75% of the average annual bonus paid to Mr. Hennessy during the term of his employment for the
remaining term in the contract, or (ii) one year’s full base salary and an allocable bonus (as measured above). In the event
Mr. Hennessy is terminated for cause or voluntarily terminates his employment, no severance will be payable. If a change of control
occurs (defined as a sale, transfer or other disposition of all or substantially all of our assets or business, whether by merger,
consolidation or otherwise), we may assign the employment agreement and its rights, provided that the assignee assumes all of our
obligations.
Teresa M. Nilsen and Daniel B. Steadman
Agreements with Teresa M. Nilsen, Executive Vice President, Chief Financial Officer and Chief Operating Officer, and Daniel
B. Steadman, Executive Vice President and Chief Compliance Officer, define a change of control as the occurrence of one or more of
the following events:
1. an acquisition, in any one transaction or series of transactions, after which any individual, entity or group has beneficial
ownership of 50% or more of either the then outstanding shares of our common stock or the combined voting power of our then
outstanding voting securities, but excluding an acquisition (A) by us or any of our employee benefit plans (or related trusts),
(B) by Neil J. Hennessy or any affiliate, or (C) by any corporation which, following the acquisition, is beneficially owned,
directly or indirectly, in substantially the same proportions, by the beneficial owners of the common stock and voting securities
of the Company immediately prior to such acquisition; or
2. 50% or more of the members of our board of directors (A) are not continuing directors, or (B) are nominated or elected by the
same beneficial owner or are elected or appointed in connection with an acquisition of the Company; or
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3. the (A) consummation of a reorganization, merger, share exchange, consolidation or similar transaction, with respect to which
the beneficial owners of the Company immediately prior to such transaction do not, following such transaction, beneficially own
more than 50% of the then outstanding shares of common stock and voting securities of the corporation resulting from the
transaction, (B) consummation of the sale or other disposition of all or substantially all of the assets of the Company or
(C) approval by the shareholders of the Company of a complete liquidation or dissolution of the Company.
Upon a change of control, as described above, we will pay Teresa M. Nilsen and Daniel B. Steadman, within 15 days of the
change of control, a one-time cash bonus equal to the lesser of, the following:
For Ms. Nilsen:
(a) $750,000; or
(b) the sum of 150% of the total base salary (before deductions) paid to Ms. Nilsen for the most recent fiscal year ended prior to
the change of control, 150% of the prior year’s bonus, and the pro rata portion of the prior year’s bonus, provided it has been accrued
by us in the fiscal year during which the change of control occurs.
For Mr. Steadman:
(a) $500,000; or
(b) the sum of 100% of the total base salary (before deductions) paid to Mr. Steadman for the most recent fiscal year ended prior
to the change of control, 100% of the prior year’s bonus, and the pro rata portion of the prior year’s bonus, provided it has been
accrued by us in the fiscal year during which the change of control occurs.
For both Ms. Nilsen and Mr. Steadman, if the bonus payable upon a change of control will be considered an “excess parachute
payment” under Section 280G of the Internal Revenue Code of 1986, as amended, the bonus payable will be reduced to one dollar less
than an “excess parachute payment.”
Upon a change of control, both Ms. Nilsen and Mr. Steadman’s restricted stock units granted prior to the change of control
would vest 100%.
Director Compensation for Fiscal Year 2012
The following table sets forth compensation received by each of our directors, other than our executive officers, in fiscal 2012,
including our deceased director Charles Bennett. Our directors receive $4,000 per board meeting and $750 per committee meetings
(committee chairs receive $1,250).
Director Compensation for Fiscal Year 2012 (1)

(1)
(2)
(3)
(4)
(5)
(6)
(7)

Name

Fees Earned
or Paid
in Cash ($)

Stock Awards
($)

Charles W. Bennett (2)
Henry Hansel (3)
Brian A. Hennessy (4)
Daniel G. Libarle (5)
Rodger Offenbach (6)
Thomas L. Seavey (7)

$
$
$
$
$
$

$
$
$
$
$
$

13,500
23,000
20,000
25,000
20,000
23,000

—
—
—
—
—
—

Total
($)

$13,500
$23,000
$20,000
$25,000
$20,000
$23,000

Executive officers who are directors (Neil J. Hennessy, Teresa M. Nilsen, and Daniel B. Steadman) do not receive additional
compensation for directors services and are therefore excluded from this table.
Mr. Bennett had no unexercised options and no restricted units as of September 30, 2012.
Mr. Hansel had 59,063 unexercised options and 625 restricted units as of September 30, 2012.
Mr. Hennessy had 59,063 unexercised options and 625 restricted units as of September 30, 2012.
Mr. Libarle had 59,063 unexercised options and 625 restricted units as of September 30, 2012.
Mr. Offenbach had 59,063 unexercised options and 625 restricted units as of September 30, 2012.
Mr. Seavey had 55,063 unexercised options and 625 restricted units as of September 30, 2012.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The board of directors has selected Marcum LLP to serve as our independent registered public accounting firm for the current
fiscal year ending September 30, 2012. Representatives of Marcum LLP are expected to be present at the annual meeting of
shareholders and will be accorded the opportunity to make a statement, if they so desire, and to respond to appropriate questions.
The following table provides information relating to the fees billed to Hennessy Advisors, Inc., for the fiscal years ended
September 30, 2012 and 2011.
Audit
Fees

Fiscal Year 2012—Marcum LLP
Fiscal Year 2011—Marcum LLP
(1)
(2)

$ 67,950
$ 81,225

AuditRelated Fees
(1)

$
$

76,100
77,080

Tax
Fees (2)

Other
Fees

Total
Fees

$ 10,000
$ 14,065

$—
$—

$ 154,050
$ 172,370

Audit related fees are for SEC compliance reviews of Form 10-Q and Form 8-K and discussion of new accounting
pronouncements.
Tax fees are for preparation of federal and state income tax returns and assistance with state audit.

All decisions regarding selection of independent accounting firms and approval of accounting services and fees are made by our
audit committee in accordance with the provisions of the Sarbanes-Oxley Act of 2002. There are no exceptions to the policy of
securing pre-approval of our audit committee for any service provided by our independent accounting firm.
OTHER MATTERS
The board of directors does not know of any other matters to come before the meeting. However, if any other matters properly
come before the meeting, the persons designated as proxies intend to vote in accordance with their best judgment on such matters. If
any other matter should come before the meeting, action on the matter will be approved if the number of votes cast in favor of the
matter exceeds the number opposed.
SHAREHOLDER PROPOSALS AND COMMUNICATIONS WITH
THE BOARD OF DIRECTORS
Regulations of the SEC require proxy statements to disclose the date by which shareholder proposals must be received by us in
order to be included in our proxy materials for the next annual meeting. In accordance with these regulations, shareholders are hereby
notified that if, pursuant to Rule 14a-8, they wish a proposal to be included in our proxy statement and form of proxy relating to the
2014 annual meeting, a written copy of their proposal must be received at our principal executive offices no later than August 19,
2013. Proposals must comply with the proxy rules relating to shareholder proposals in order to be included in our proxy materials. To
ensure prompt receipt by Hennessy, proposals should be sent certified mail, return receipt requested.
Shareholders wishing to submit names of potential candidates for consideration by our nominating committee for the board of
directors’ slate of nominees for director should follow the procedures discussed under “Policies and Procedures for Submitting
Recommendations for Potential Director Nominees and for Director Nominations by Shareholders for the 2014 Annual
Meeting.” Shareholders wishing to present their own nominations for director at the annual meeting should follow separate procedures
discussed in that section. Rule 14a-8 requiring the inclusion of shareholder proposals in our proxy materials does not apply to director
nominations by shareholders.
Notice to us of a shareholder proposal submitted otherwise than pursuant to Rule 14a-8 will be considered untimely under our
bylaws if we receive it after August 19, 2013, and will not be placed on the agenda for the 2014 annual meeting.
Shareholders who wish to communicate with the board of directors or with a particular director may send a letter to our
corporate secretary at our principal executive offices, at 7250 Redwood Boulevard, Suite 200, Novato, California 94945. The mailing
envelope should contain a clear notation indicating that the enclosed letter is a “Shareholder-Board Communication” or “ShareholderDirector Communication.” All such letters should identify the author as a shareholder and clearly state whether the intended recipients
are all members of the board or just certain specified individual directors. Our corporate secretary will make copies of all such letters
and circulate them to the appropriate director or directors. Commercial advertisements or other forms of solicitation will not be
forwarded.
Hennessy does not have a formal policy requiring directors to attend annual meetings. However, because the annual meeting
generally is held on the same day as a regular board meeting, we anticipate that directors would attend the annual meeting unless, for
some reason, they are unable to attend the board meeting on the same date. All directors except Thomas Seavey and Rodger
Offenbach attended the 2012 annual meeting.
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ANNUAL REPORT
A copy of our annual report on Form 10-K for the fiscal year ended September 30, 2012 accompanies this proxy statement. The
Form 10-K is posted on our Web site at www.hennessyadvisors.com. Information regarding the assumptions made in valuing the
stock awards contained in the footnotes to the financial statements in the Form 10-K is incorporated by reference into this proxy
statement. We will provide a copy of this Form 10-K without exhibits to each person who is a record or beneficial holder of shares of
common stock on the record date for the annual meeting. We will provide a copy of the exhibits without charge to each person who is
a record or beneficial holder of shares of common stock on the record date for the annual meeting who submits a written request for it.
Requests for copies of the Form 10-K should be addressed to Teresa M. Nilsen, at our principal executive offices, at 7250 Redwood
Boulevard, Suite 200, Novato, California 94945.
Pursuant to the rules of the Securities Exchange Act of 1934, services that deliver our communications to shareholders that hold
their stock through a bank, broker or other holder of record may deliver to multiple shareholders sharing the same address a single
copy of our annual report on Form 10-K and proxy statement. Upon written or oral request, we will promptly deliver a separate copy
of the annual report on Form 10-K and/or proxy statement to any shareholder at a shared address to which a single copy of each
document was delivered, or a single copy to any shareholders sharing the same address to whom multiple copies were delivered.
Shareholders may notify us of their requests by writing to Teresa M. Nilsen, at our principal executive offices, at 7250 Redwood
Boulevard, Suite 200, Novato, California 94945.
EXPENSES OF SOLICITATION
The cost of soliciting proxies will be borne by Hennessy Advisors, Inc. We may reimburse brokers and other persons holding
stock in their names, or in the names of nominees, for their expenses for sending proxy material to principals and obtaining their
proxies.
PLEASE SPECIFY YOUR CHOICES, DATE, SIGN AND RETURN THE ENCLOSED PROXY IN THE ENCLOSED
ENVELOPE, POSTAGE FOR WHICH HAS BEEN PROVIDED. YOUR PROMPT RESPONSE WILL BE APPRECIATED.
By Order of the Board of Directors,
/s/ Teresa M. Nilsen
Teresa M. Nilsen, Secretary
December 17, 2012
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APPENDIX A
HENNESSY ADVISORS, INC.
2013 OMNIBUS INCENTIVE PLAN
1. Purpose and Effective Date.
(a) Purpose. The Hennessy Advisors, Inc. 2013 Omnibus Incentive Plan has two complementary purposes: (i) to attract and
retain outstanding individuals to serve as officers and other key employees, outside directors and advisors, and (ii) to increase
shareholder value. This Plan will provide participants incentives to increase shareholder value by offering the opportunity to acquire
shares of the Company’s common stock, or receive monetary payments, on the potentially favorable terms that this Plan provides.
(b) Effective Date. This Plan will become effective on the date on which affirmative shareholder approval of this Plan is
obtained (the “Effective Date”). Awards may be granted under this Plan on and after the Effective Date.
(c) Prior Plan. If the Company’s shareholders approve this Plan, then the Hennessy Advisors, Inc. 2001 Omnibus Plan (the
“Prior Plan”) will terminate on the date of such shareholder approval, and no new awards will be granted under the Prior Plan after its
termination date; provided that the Prior Plan will continue to govern awards outstanding as of the date of its termination and such
awards shall continue in force and effect until fully distributed or terminated pursuant to the Prior Plan’s terms.
2. Definitions. Capitalized terms used in this Plan have the meanings given below. Additional defined terms are set forth in
other sections of this Plan.
(a) “10% Shareholder” means a Participant who, as of the date an ISO is granted to such individual, owns more than ten percent
(10%) of the total combined voting power of all classes of Stock then issued by the Company or a Subsidiary corporation.
(b) “Administrator” means the Committee. In addition, subject to any limitations imposed by law and any restrictions imposed
by the Committee, the Chief Executive Officer of the Company may act as the Administrator with respect to Awards granted (or to be
granted) to employees who are not Section 16 Participants or subject to Code Section 162(m) at the time such authority or
responsibility is exercised.
(c) “Affiliate” means, if any, any entity that, directly or through one or more intermediaries, is controlled by, controls, or is
under common control with the Company within the meaning of Code Sections 414(b) or (c), provided that, in applying such
provisions, the phrase “at least 50 percent” shall be used in place of “at least 80 percent” each place it appears therein.
(d) “Affiliated Company” or “Affiliated Companies” shall include, if any, any company or companies controlled by, controlling
or under common control with the Company; provided that when determining when a Participant has experienced a separation from
service for purposes of the Plan, control shall be determined pursuant to Code Sections 414(b) or (c), except that the phrase “at least
50 percent” shall be used in place of the phrase “at least 80 percent” in each place it appears in the regulations thereunder.
(e) “Award” means a grant of Options, Stock Appreciation Rights, Performance Shares, Performance Units, Restricted Stock,
Restricted Stock Units, Deferred Stock Rights, Dividend Equivalent Units, an Annual Incentive Award, a Long-Term Incentive
Award, or any other type of award permitted under the Plan.
(f) “Beneficial Ownership” (or derivatives thereof) shall have the meaning ascribed to such term in Rule 13d-3 of the General
Rules and Regulations under the Exchange Act.
(g) “Board” means the Board of Directors of the Company.
(h) “Cause” means (1) if the Participant is subject to an employment agreement with the Company or an Affiliate that contains a
definition of “cause”, such definition, or (2) otherwise, except as otherwise determined by the Administrator and set forth in an Award
agreement, any of the following as determined by the Administrator: (A) violation of the provisions of any employment agreement,
non-competition agreement, confidentiality agreement, or similar agreement with the Company or an Affiliate, or the Company’s or
an Affiliate’s code of ethics, as then in effect, (B) conduct rising to the level of gross negligence or willful misconduct in the course of
employment with the Company or an Affiliate, (C) commission of an act of dishonesty or disloyalty involving the Company or an
Affiliate, (D) violation of any federal, state or local law in connection with the Participant’s employment or service, or (E) breach of
any fiduciary duty to the Company or an Affiliate.
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(i) “Change of Control” means the occurrence of any one or more of the following events:
(i) an acquisition, in any one transaction or series of transactions, after which any individual, entity or group (within the
meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act), has Beneficial Ownership of 50% or more of either the then
outstanding shares of Company common stock or the combined voting power of the then outstanding voting securities of the
Company, but excluding, for this purpose, any such acquisition (A) by the Company or any employee benefit plan (or related
trust) of the Company, (B) by Neil J. Hennessy or any Affiliate thereof, or (C) by any corporation with respect to which,
following such acquisition, all of the then outstanding shares of common stock and voting securities of such corporation are then
Beneficially Owned, directly or indirectly, in substantially the same proportions, by the Beneficial Owners of the common stock
and voting securities of the Company immediately prior to such acquisition;
(ii) 50% or more of the members of the Board (A) are not Continuing Directors, or (B) whether or not they are Continuing
Directors, are nominated by or elected by the same Beneficial Owner or are elected or appointed in connection with an
acquisition by the Company (whether through purchase, merger or otherwise) of all or substantially all of the operating assets or
capital stock of another entity; or
(iii) the (A) consummation of a reorganization, merger, share exchange, consolidation or similar transaction, in each case,
with respect to which the individuals and entities who were the respective beneficial owners of the common stock and voting
securities of the Company immediately prior to such transaction do not, following such transaction, beneficially own, directly or
indirectly, more than 50% of, respectively, the then outstanding shares of common stock and voting securities of the corporation
resulting from such reorganization, merger or consolidation, (B) consummation of the sale or other disposition of all or
substantially all of the assets of the Company or (C) approval by the shareholders of the Company of a complete liquidation or
dissolution of the Company.
Notwithstanding the foregoing, for purposes of an Award (1) that provides for the payment of deferred compensation that is
subject to Code Section 409A or (2) with respect to which the Company permits a deferral election, the definition of Change of
Control herein shall be deemed amended to conform to the requirements of Code Section 409A to the extent necessary for the
Award and deferral election to comply with Code Section 409A.
(j) “Code” means the Internal Revenue Code of 1986, as amended. Any reference to a specific provision of the Code includes
any successor provision and the regulations promulgated under such provision.
(k) “Commission” means the United States Securities and Exchange Commission or any successor agency.
(l) “Committee” means the Compensation Committee of the Board (or a successor committee with the same or similar
authority), or such other committee of the Board designated by the Board to administer the Plan and composed of no fewer than two
directors, each of whom is a “non-employee director” within the meaning of Rule 16b-3 and an “outside director” within the meaning
of Code Section 162(m)(4)(C); provided that if no such committee shall be in existence at any time, the functions of the Committee
shall be carried out by the Board.
(m) “Company” means Hennessy Advisors, Inc., a California corporation, or any successor thereto.
(n) “Deferred Stock Right” means the right to receive Stock or Restricted Stock at some future time.
(o) “Director” means a member of the Board, and “Non-Employee Director” means a Director who is not also an officer or an
employee of the Company or an Affiliate.
(p) “Disability” means, except as otherwise determined by the Administrator and set forth in an Award agreement: (i) with
respect to an ISO, the meaning given in Code Section 22(e)(3), and (ii) with respect to all other Awards, the inability to engage in any
substantial gainful activity by reason of any medically determinable physical or mental impairment that can be expected to result in
death or can be expected to last for a continuous period of at least twelve (12) months, as determined by the Administrator. The
Administrator shall make the determination of Disability and may request such evidence of disability as it reasonably determines.
(q) “Dividend Equivalent Unit” means the right to receive a payment, in cash or property, equal to the cash dividends or other
distributions paid with respect to a Share.
(r) “Exchange Act” means the Securities Exchange Act of 1934, as amended. Any reference to a specific provision of the
Exchange Act includes any successor provision and the regulations and rules promulgated under such provision.
(s) “Excluded Items” means any gains or losses from the sale of assets outside the ordinary course of business; any gains or
losses from discontinued operations; any extraordinary gains or losses; the effects of accounting changes; any unusual, nonrecurring,
transition, one-time or similar items or charges; the diluted impact of goodwill on acquisitions; and any other items specified by the
Administrator; provided that, for Awards intended to qualify as performance-based compensation under Code Section 162(m), the
Administrator shall specify the Excluded Items in writing at the time the Award is made unless, after application of the Excluded
Items, the amount payable under the Award is reduced.
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(t) “Fair Market Value” means, per Share on a particular date: (i) if the Shares are listed on a national securities exchange, the
last sales price as reported for the immediately preceding date on which there was a sale of Shares on such exchange; (ii) if the Shares
are not listed on a national securities exchange, but are traded in an over-the-counter market, the last sales price (or, if there is no last
sales price reported, the average of the closing bid and asked prices) for the Shares on the immediately preceding date on which there
was a sale of or quotation for Shares on that market; or (iii) if the Shares are neither listed on a national securities exchange nor traded
in an over-the-counter market, the price determined by the Administrator. The Administrator also shall establish the Fair Market Value
of any other property. If an actual sale of a Share occurs on the market, then the Company may consider the sale price to be the Fair
Market Value of such Share.
(u) “Incentive Award” means the right to receive a cash payment to the extent Performance Goals are achieved, and shall
include “Annual Incentive Awards” as described in Section 10 and “Long-Term Incentive Awards” as described in Section 11.
(v) “Incentive Stock Option” or “ISO” mean an Option that meets the requirements of Code Section 422.
(w) “Option” means the right to purchase Shares at a stated price for a specified period of time.
(x) “Participant” means an individual selected by the Administrator to receive an Award.
(y) “Performance Awards” means a Performance Share and Performance Unit, and any Award of Restricted Stock, Restricted
Stock Units or Deferred Stock Rights the payment or vesting of which is contingent on the attainment of one or more Performance
Goals.
(z) “Performance Goals” means the following categories (in all cases after taking into account any Excluded Items, as
applicable), including in each case any measure based on such category:
(i) Basic earnings per common share for the Company.
(ii) Diluted earnings per common share for the Company.
(iii) Total shareholder return.
(iv) Fair Market Value of Shares.
(v) Gross profit.
(vi) Operating income or adjusted operating income.
(vii) Segment income.
(viii) Earnings before interest and the provision for income taxes (EBIT).
(ix) Earnings before interest, the provision for income taxes, depreciation, and amortization (EBITDA).
(x) Earnings after interest expense and before incentives and service fees and extraordinary or special items.
(xi) Net income.
(xii) Return on investments
(xiii) Return on equity.
(xiv) Return on assets.
(xv) Return on capital.
(xvi) Economic value added, or other measure of profitability that considers the cost of capital employed.
(xvii) Cash flow.
(xviii) Net cash provided by operating activities.
(xix) Net increase (decrease) in cash and cash equivalents.
(xx) Market share.
(xxi) Completion of integration of acquired businesses and/or strategic activities.
(xxii) Identification and/or consummation of investment opportunities or completion of specified projects in accordance
with corporate business plans.
(xxiii) Any of the above goals as compared to the performance of a published or special index deemed applicable by the
Committee including, but not limited to, the Standard & Poor’s 500 Stock Index or other indexes or groups of comparable
companies referenced in the Company’s annual report on Form 10-K in respect to Item 401(l) of Regulation S-K.
(xxiv) The value of all financial assets resulting from an extraordinary acquisition of assets.
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(xxv) The performance of one or more of the investment companies managed by the Company as compared to a peer
group or index or other benchmark deemed applicable by the Committee.
(xxvi) The volume of sales of the investment companies managed by the Company.
(xxvii) Development, completion and implementation of succession planning.
As appropriate and applicable, the Performance Goals may be measured (A) for the Company on a consolidated basis, (B) for any one
or more Affiliates or divisions of the Company and/or (C) for any other business unit or units of the Company or an Affiliate as
defined by the Administrator at the time of selection.
In addition, the Administrator may designate other categories, including categories involving individual performance and subjective
targets, not listed above (A) with respect to Awards that are not intended to qualify as performance-based compensation within the
meaning of Code Section 162(m) or (B) to the extent that the application of such categories results in a reduction of the maximum
amount otherwise payable under the Award.
Where applicable, the Performance Goals may be expressed, without limitation, in terms of attaining a specified level of the particular
criterion or the attainment of an increase or decrease (expressed as absolute numbers, averages and/or percentages) in the particular
criterion or achievement in relation to a peer group or other index. The Performance Goals may include a threshold level of
performance below which no payment will be made (or no vesting will occur), levels of performance at which specified payments will
be paid (or specified vesting will occur), and a maximum level of performance above which no additional payment will be made (or at
which full vesting will occur).
(aa) “Performance Shares” means the right to receive Shares (including Restricted Stock) to the extent Performance Goals are
achieved.
(bb) “Performance Unit” means the right to receive a payment valued in relation to a unit that has a designated dollar value or
the value of which is equal to the Fair Market Value of one or more Shares, to the extent Performance Goals are achieved.
(cc) “Person” means any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act).
(dd) “Plan” means this Hennessy Advisors, Inc. 2013 Omnibus Incentive Plan, as may be amended from time to time.
(ee) “Restriction Period” means the length of time established relative to an Award during which the Participant cannot sell,
assign, transfer, pledge or otherwise encumber the Stock or Stock Units subject to such Award and at the end of which the Participant
obtains an unrestricted right to such Stock or Stock Units.
(ff) “Restricted Stock” means a Share that is subject to a risk of forfeiture or a Restriction Period, or both a risk of forfeiture and
a Restriction Period.
(gg) “Restricted Stock Unit” means the right to receive a payment equal to the Fair Market Value of one Share that is subject to
a risk of forfeiture or restrictions on transfer, or both a risk of forfeiture and restrictions on transfer.
(hh) “Retirement” means, except as otherwise determined by the Administrator and set forth in an Award agreement,
termination of employment from the Company and its Affiliates (for other than Cause) on a date the Participant is then eligible to
receive immediate early or normal retirement benefits under the provisions of any of the Company’s or its Affiliate’s defined benefit
pension plans, or if the Participant is not covered under any such plan, on or after attainment of age fifty-five (55) and completion of
ten (10) years of continuous service with the Company and its Affiliates or on or after attainment of age sixty-five (65) and completion
of five (5) years of continuous service with the Company and its Affiliates.
(ii) “Rule 16b-3” means Rule 16b-3 promulgated by the Commission under the Exchange Act, or any successor rule or
regulation thereto.
(jj) “Section 16 Participants” means Participants who are subject to the provisions of Section 16 of the Exchange Act.
(kk) “Share” means a share of Stock.
(ll) “Stock” means the Common Stock of the Company.
(mm) “Stock Appreciation Right” or “SAR” means the right to receive a payment equal to the appreciation of the Fair Market
Value of a Share during a specified period of time.
(nn) “Stock Unit” means a right to receive a payment equal to the Fair Market Value of one Share.
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(oo) “Subsidiary” means, if any, any corporation, limited liability company or other limited liability entity in an unbroken chain
of entities beginning with the Company if each of the entities (other than the last entity in the chain) owns the stock or equity interest
possessing more than fifty percent (50%) of the total combined voting power of all classes of stock or other equity interests in one of
the other entities in the chain.
(pp) “Unrestricted Shares” means Shares issued under the Plan that are not subject to either a risk of forfeiture or a Restriction
Period.
3. Administration.
(a) Administration. The Administrator shall administer this Plan. In addition to the authority specifically granted to the
Administrator in this Plan, the Administrator has full discretionary authority to administer this Plan and all Awards, including but not
limited to the authority to: (i) interpret the provisions of this Plan and any Award agreement; (ii) prescribe, amend and rescind rules
and regulations relating to this Plan; (iii) correct any defect, supply any omission, or reconcile any inconsistency in this Plan, any
Award or agreement covering an Award in the manner and to the extent it deems desirable to carry this Plan or such Award into
effect; and (iv) make all other determinations necessary or advisable for the administration of this Plan. All Administrator
determinations shall be made in the sole discretion of the Administrator and are final and binding on all interested parties.
Notwithstanding the above statement or any other provision of the Plan, the Committee shall have no discretion to
increase the amount, once established, of compensation payable under an Award that is intended to be performance-based
compensation under Code Section 162(m), although the Committee may decrease the amount of compensation a Participant may earn
under such an Award.
(b) Delegation to Other Committees or Officers. To the extent applicable law permits, the Board may delegate to another
committee of the Board or to one or more officers of the Company, or the Committee may delegate to one or more officers of the
Company, any or all of their respective authority and responsibility as an Administrator of the Plan; provided that no such delegation
is permitted with respect to Stock-based Awards made to Section 16 Participants or Awards made to Participants subject to Code
Section 162(m) at the time any such delegated authority or responsibility is exercised unless the delegation is to another committee of
the Board consisting entirely of directors who are “non-employee directors” within the meaning of Rule 16b-3 and “outside directors”
within the meaning of Code Section 162(m)(4)(C). If the Board or the Committee has made such a delegation, then all references to
the Administrator in this Plan include such other committee or one or more officers to the extent of such delegation.
(c) Indemnification. The Company will indemnify and hold harmless each member of the Board and the Committee, and each
officer or member of any other committee to whom a delegation under Section 3(b) has been made, as to any acts or omissions with
respect to this Plan or any Award to the maximum extent that the law and the Company’s articles of incorporation and by-laws permit.
4. Eligibility. The Administrator may designate any of the following as a Participant from time to time, to the extent of the
Administrator’s authority: any officer or other employee of the Company or its Affiliates; any individual that the Company or an
Affiliate has engaged to become an officer of employee; any consultant or advisor who provides services to the Company or its
Affiliates; or any Director, including a Non-Employee Director. The Administrator’s granting of an Award to a Participant will not
require the Administrator to grant an Award to such individual at any future time. The Administrator’s granting of a particular type of
Award to a Participant will not require the Administrator to grant any other type of Award to such individual.
5. Types of Awards. Subject to the terms of this Plan, the Administrator may grant any type of Award to any Participant it
selects, but only employees of the Company or a Subsidiary may receive grants of Incentive Stock Options. Awards may be granted
alone or in addition to, in tandem with, or (subject to the prohibition on repricing set forth in Section 16(e)) in substitution for any
other Award (or any other award granted under another plan of the Company or any Affiliate).
6. Shares Reserved under this Plan.
(a) Plan Reserve. Subject to adjustment as provided in Section 18, the maximum number of Shares which may be issued under
the Plan is fifty percent (50%) of all Shares then outstanding, except that this fifty percent (50%) limitation shall not invalidate any
Awards made prior to a decrease in the number of outstanding Shares even though such Awards have resulted or may result in Shares
constituting more than fifty percent (50%) of the outstanding Shares being available for issuance under the Plan. The Shares reserved
for issuance may be either authorized and unissued Shares or Shares reacquired at any time and now or hereafter held as treasury
stock. The aggregate number of Shares reserved under this Section 6(a) shall be depleted by one Share for each Share subject to any
type of an Award. Shares subject to awards that remain outstanding under the Prior Plan shall deplete the Shares available for issuance
under this Plan.

A-5

(b) Incentive Stock Option Award Limits. Subject to adjustment as provided in Section 18, the Company may issue an aggregate
of three hundred thousand (300,000) Shares upon the exercise of Incentive Stock Options.
(c) Replenishment of Shares Under this Plan. If (i) an Award lapses, expires, terminates or is cancelled without the issuance of
Shares under the Award (whether due currently or on a deferred basis), (ii) it is determined during or at the conclusion of the term of
an Award that all or some portion of the Shares with respect to which the Award was granted will not be issuable on the basis that the
conditions for such issuance will not be satisfied, (iii) Shares are forfeited under an Award or (iv) Shares are issued under any Award
and the Company subsequently reacquires them pursuant to rights reserved upon the issuance of the Shares, then such Shares shall be
recredited to the Plan’s reserve (in the same number as they depleted the reserve) and may again be used for new Awards under this
Plan, but Shares recredited to the Plan’s reserve pursuant to clause (iv) may not be issued pursuant to Incentive Stock Options.
Notwithstanding the foregoing, in no event shall the following Shares be recredited to the Plan’s reserve: Shares tendered in payment
of the exercise price of an Option; Shares withheld to satisfy federal, state or local tax withholding obligations; and Shares purchased
by the Company using proceeds from Option exercises.
(d) Participant Limitations. Subject to adjustment as provided in Section 18, no Participant may be granted Awards that could
result in such Participant:
(i) receiving Options for, and/or Stock Appreciation Rights with respect to, more than fifty thousand (50,000) Shares
during any fiscal year of the Company;
(ii) receiving Awards of Restricted Stock (including any dividends paid thereon) and/or Restricted Stock Units (including
any associated Dividend Equivalent Units) and/or Deferred Stock Rights (including any associated Dividend Equivalent Units)
relating to more than fifty thousand (50,000) Shares during any fiscal year of the Company;
(iii) receiving Awards of Performance Shares, and/or Awards of Performance Units the value of which is based on the
Fair Market Value of Shares, for more than fifty thousand (50,000) Shares during any fiscal year of the Company;
(iv) receiving Awards of Performance Units the value of which is not based on the Fair Market Value of Shares that
would pay more than one hundred thousand dollars ($100,000) during any fiscal year of the Company;
(v) receiving other Stock-based Awards pursuant to Section 13 relating to more than fifty thousand (50,000) Shares during
any fiscal year of the Company;
(vi) receiving an Annual Incentive Award in any fiscal year of the Company that would pay more than one hundred
thousand dollars ($100,000); or
(vii) receiving a Long-Term Incentive Award in any fiscal year of the Company that would pay more than one hundred
thousand dollars ($100,000).
In all cases, determinations under this Section 6(e) should be made in a manner that is consistent with the exemption for performancebased compensation that Code Section 162(m) provides.
7. Options. Subject to the terms of this Plan, the Administrator will determine all terms and conditions of each Option,
including but not limited to:
(a) Whether the Option is an Incentive Stock Option or a “nonqualified stock option” which does not meet the requirements of
Code Section 422;
(b) The number of Shares subject to the Option;
(c) The date of grant, which may not be prior to the date of the Administrator’s approval of the grant;
(d) The exercise price, which may not be less than the Fair Market Value of the Shares subject to the Option as determined on
the date of grant; provided that an Incentive Stock Option granted to a 10% Shareholder must have an exercise price at least equal to
110% of the Fair Market Value of the Shares subject to the Option as determined on the date of grant;
(e) The terms and conditions of exercise, including the manner and form of payment of the exercise price; provided that if the
aggregate Fair Market Value of the Shares subject to all ISOs granted to a Participant (as determined on the date of grant of each such
Option) that become exercisable during a calendar year exceeds the dollar limitation set forth in Code Section 422(d), then such ISOs
shall be treated as nonqualified stock options to the extent such limitation is exceeded; and
(f) The term; provided that each Option must terminate no later than ten (10) years after the date of grant and each Incentive
Stock Option granted to a 10% Shareholder must terminate no later than five (5) years after the date of grant.
In all other respects, the terms of any Incentive Stock Option should comply with the provisions of Code Section 422
except to the extent the Administrator determines otherwise. If an Option that is intended to be an Incentive Stock Option fails to meet
the requirements thereof, the Option shall automatically be treated as a nonqualified stock option to the extent of such failure.
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8. Stock Appreciation Rights. Subject to the terms of this Plan, the Administrator will determine all terms and conditions of
each SAR, including but not limited to:
(a) Whether the SAR is granted independently of an Option or relates to an Option;
(b) The number of Shares to which the SAR relates;
(c) The date of grant, which may not be prior to the date of the Administrator’s approval of the grant;
(d) The grant price, provided that the grant price shall not be less than the Fair Market Value of the Shares subject to the SAR as
determined on the date of grant;
(e) The terms and conditions of exercise or maturity;
(f) The term, provided that each SAR must terminate no later than ten (10) years after the date of grant; and
(g) Whether the SAR will be settled in cash, Shares or a combination thereof.
If an SAR is granted in relation to an Option, then, unless otherwise determined by the Administrator, the SAR shall be
exercisable or shall mature at the same time or times, on the same conditions and to the extent and in the proportion, that the related
Option is exercisable and may be exercised or mature for all or part of the Shares subject to the related Option. Upon exercise of any
number of SARs, the number of Shares subject to the related Option shall be reduced accordingly and such Option may not be
exercised with respect to that number of Shares. The exercise of any number of Options that relate to an SAR shall likewise result in
an equivalent reduction in the number of Shares covered by the related SAR.
9. Performance and Stock Awards. Subject to the terms of this Plan, the Administrator will determine all terms and conditions
of each award of Restricted Stock, Restricted Stock Units, Deferred Stock Rights, Performance Shares or Performance Units,
including but not limited to:
(a) The number of Shares and/or units to which such Award relates;
(b) Whether, as a condition for the Participant to realize all or a portion of the benefit provided under the Award, one or more
Performance Goals must be achieved during such period as the Administrator specifies;
(c) The Restriction Period with respect to Restricted Stock or Restricted Stock Units and the period of deferral for Deferred
Stock Rights;
(d) The performance period for Performance Awards;
(e) With respect to Performance Units, whether to measure the value of each unit in relation to a designated dollar value or the
Fair Market Value of one or more Shares; and
(f) With respect to Restricted Stock Units and Performance Units, whether to settle such Awards in cash, in Shares, or a
combination thereof.
Except as otherwise provided in the Plan, at such time as all restrictions applicable to an Award of Restricted Stock, Deferred
Stock Rights or Restricted Stock Units are met and the Restriction Period expires, ownership of the Stock subject to such restrictions
shall be transferred to the Participant free of all restrictions except those that may be imposed by applicable law; provided that if
Restricted Stock Units are paid in cash, then the payment shall be made to the Participant after all applicable restrictions lapse and the
Restriction Period expires.
10. Annual Incentive Awards. Subject to the terms of this Plan, the Administrator will determine all terms and conditions of an
Annual Incentive Award, including but not limited to the Performance Goals, performance period, the potential amount payable, and
the timing of payment, subject to the following: (a) the Administrator must require that payment of all or any portion of the amount
subject to the Annual Incentive Award is contingent on the achievement of one or more Performance Goals during the period the
Administrator specifies, although the Administrator may specify that all or a portion of the Performance Goals subject to an Award are
deemed achieved upon a Participant’s death, Disability or (for Awards not intended to qualify as performance-based compensation
within the meaning of Code Section 162(m)) Retirement, or such other circumstances as the Administrator may specify; and (b) the
performance period must relate to a period of one fiscal year of the Company except that, if the Award is made in the year this Plan
becomes effective, at the time of commencement of employment with the Company or on the occasion of a promotion, then the
Award may relate to a period shorter than one fiscal year.
11. Long-Term Incentive Awards. Subject to the terms of this Plan, the Administrator will determine all terms and conditions
of a Long-Term Incentive Award, including but not limited to the Performance Goals, performance period, the potential amount
payable, and the timing of payment, subject to the following: (a) the Administrator must require that payment of all or any portion of
the amount subject to the Long-Term Incentive Award is contingent on the achievement of one or more Performance Goals during the
period the Administrator specifies, although the Administrator may specify that all or a portion of the Performance Goals subject to an
Award are deemed achieved upon a Participant’s death, Disability or (for Awards not intended to qualify as performance-based
compensation within the meaning of Code Section 162(m)) Retirement, or such other circumstances as the Administrator may specify;
and (b) the performance period must relate to a period of more than one fiscal year of the Company.
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12. Dividend Equivalent Units. Subject to the terms of this Plan, the Administrator will determine all terms and conditions of
each award of Dividend Equivalent Units, including but not limited to whether: (a) such Award will be granted in tandem with another
Award; (b) payment of the Award be made currently or credited to an account for the Participant that provides for the deferral of such
amounts until a stated time; provided that Dividend Equivalent Units that relate to Performance Awards that are contingent on the
achievement of a Performance Goal at the time the cash dividend or other distribution is paid with respect to a Share shall also be
contingent on the achievement of such Performance Goal and shall not be paid until such Performance Goal is achieved; and (c) the
Award will be settled in cash or Shares; provided that Dividend Equivalent Units may be granted only in connection with a “full-value
Award.” For this purpose, a “full-value Award” includes Restricted Stock, Restricted Stock Units, Performance Shares, Performance
Units (valued in relation to a Share), Deferred Stock Rights and any other similar Award under which the value of the Award is
measured as the full value of a Share, rather than the increase in the value of a Share.
13. Other Stock-Based Awards. Subject to the terms of this Plan, the Administrator may grant to Participants other types of
Awards, which shall be denominated or payable in, valued in whole or in part by reference to, or otherwise based on, Shares, either
alone or in addition to or in conjunction with other Awards, and payable in Stock or cash. Without limitation, such Award may include
the issuance of Unrestricted Shares (which may be awarded in lieu of cash compensation to which a Participant is otherwise entitled,
in exchange for cancellation of a compensation right, as a bonus, upon the attainment of Performance Goals or otherwise) or rights to
acquire Stock from the Company. The Administrator shall determine all terms and conditions of the Award, including but not limited
to, the time or times at which such Awards shall be made, and the number of Shares to be granted pursuant to such Awards or to
which such Award shall relate; provided that any Award that provides for purchase rights shall be priced at 100% of Fair Market
Value on the date of grant of the Award; and provided further that the date of grant cannot be prior to the date the Administrator takes
action to approve the Award.
14. Effect of Termination on Awards. The Administrator shall have the discretion to determine, at the time an Award is made
to a Participant or any time thereafter, the effect of the Participant’s termination of employment or service with the Company and its
Affiliates on the Award.
15. Transferability.
(a) Restrictions on Transfer. No Award (other than Unrestricted Shares), and no right under any such Award, shall be
assignable, alienable, saleable, or transferable by a Participant otherwise than by will or by the laws of descent and distribution, unless
and to the extent the Administrator allows a Participant to: (i) designate in writing a beneficiary to exercise the Award after the
Participant’s death; or (ii) transfer an Award.
(b) Restrictions on Exercisability. Each Award, and each right under any Award, shall be exercisable during the lifetime of the
Participant only by such individual or, if permissible under applicable law, by such individual’s guardian or legal representative.
16. Termination and Amendment of Plan; Amendment, Modification or Cancellation of Awards.
(a) Term of Plan. Unless the Board or Committee earlier terminates this Plan pursuant to Section 16(b), this Plan will terminate
on the date all Shares reserved for issuance have been issued. If the term of this Plan extends beyond ten (10) years from the Effective
Date, no Incentive Stock Options may be granted after such time unless the shareholders of the Company have approved an extension
of this Plan for such purpose.
(b) Termination and Amendment. The Board or the Committee may amend, alter, suspend, discontinue or terminate this Plan at
any time, subject to the following limitations:
(i) the Board must approve any amendment of this Plan to the extent the Company determines such approval is required
by: (A) prior action of the Board, (B) applicable corporate law, or (C) any other applicable law;
(ii) shareholders must approve any amendment of this Plan to the extent the Company determines such approval is
required by: (A) Section 16 of the Exchange Act, (B) the Code, (C) the listing requirements of any principal securities exchange
or market on which the Shares are then traded, or (D) any other applicable law; and
(iii) shareholders must approve any of the following Plan amendments: (A) an amendment to materially increase any
number of Shares specified in Section 6(a) or 6(b) or the limits set forth in Section 6(e) (except as permitted by Section 18),
(B) an amendment to materially expand the group of individuals that may become Participants, or (C) an amendment that would
diminish the protections afforded by Section 16(e).
(c) Amendment, Modification, Cancellation and Disgorgement of Awards.
(i) Subject to the requirements of the Plan, including the limitations of Section 16(e), the Administrator may modify,
amend or cancel any Award or waive any restrictions or conditions applicable to any Award or the exercise of the Award,
provided that any modification or amendment that materially diminishes the rights of the Participant, or the cancellation of the
Award, shall be effective only if agreed to by the Participant or any other person(s) as may then have an interest in the Award,
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but the Administrator need not obtain Participant (or other interested party) consent for the modification, amendment or
cancellation of an Award pursuant to the provisions of Section 18 or as follows: (A) to the extent the Administrator deems such
action necessary to comply with any applicable law or the listing requirements of any principal securities exchange or market on
which the Shares are then traded; (B) to the extent the Administrator deems necessary to preserve favorable accounting or tax
treatment of any Award for the Company; or (C) to the extent the Administrator determines that such action does not materially
and adversely affect the value of an Award or that such action is in the best interest of the affected Participant or any other
person(s) as may then have an interest in the Award. Notwithstanding the foregoing, unless determined otherwise by the
Administrator, any such amendment shall be made in a manner that will enable an Award intended to be exempt from Code
Section 409A to continue to be so exempt, or to enable an Award intended to comply with Code Section 409A to continue to so
comply.
(ii) Any Awards granted pursuant to this Plan, and any Stock issued or cash paid pursuant to an Award, shall be subject to
(A) any recoupment, clawback, equity holding, stock ownership or similar policies adopted by the Company from time to time
and (B) any recoupment, clawback, equity holding, stock ownership or similar requirements made applicable by law, regulation
or listing standards to the Company from time to time.
(iii) Unless the Award agreement specifies otherwise, the Administrator may cancel any Award at any time if the
Participant is not in compliance with all applicable provisions of the Award agreement and the Plan.
(d) Survival of Authority and Awards. Notwithstanding the foregoing, the authority of the Board and the Administrator under
this Section 16 and to otherwise administer the Plan will extend beyond the date of this Plan’s termination. In addition, termination of
this Plan will not affect the rights of Participants with respect to Awards previously granted to them, and all unexpired Awards will
continue in force and effect after termination of this Plan except as they may lapse or be terminated by their own terms and conditions.
(e) Repricing and Backdating Prohibited. Notwithstanding anything in this Plan to the contrary, and except for the adjustments
provided in Section 18, neither the Administrator nor any other person may (i) amend the terms of outstanding Options or SARs to
reduce the exercise price of such outstanding Options or SARs; (ii) cancel outstanding Options or SARs in exchange for Options or
SARs with an exercise price that is less than the exercise price of the original Options or SARs; or (iii) cancel outstanding Options or
SARs with an exercise price above the current Share price in exchange for cash or other securities. In addition, the Administrator may
not make a grant of an Option or SAR with a grant date that is effective prior to the date the Administrator takes action to approve
such Award.
(f) Foreign Participation. To assure the viability of Awards granted to Participants employed or residing in foreign countries, if
any, the Administrator may provide for such special terms as it may consider necessary or appropriate to accommodate differences in
local law, tax policy or custom. Moreover, the Administrator may approve such supplements to, or amendments, restatements or
alternative versions of, this Plan as it determines is necessary or appropriate for such purposes. Any such amendment, restatement or
alternative versions that the Administrator approves for purposes of using this Plan in a foreign country will not affect the terms of this
Plan for any other country. In addition, all such supplements, amendments, restatements or alternative versions must comply with the
provisions of Section 16(b).
In addition, if an Award is held by a Participant who is employed or residing in a foreign country and the amount payable or Shares
issuable under such Award would be taxable to the Participant under Code Section 457A in the year such Award is no longer subject
to a substantial risk of forfeiture, then the amount payable or Shares issuable under such Award shall be paid or issued to the
Participant as soon as practicable after such substantial risk of forfeiture lapses (or, for Awards that are not considered nonqualified
deferred compensation subject to Code Section 409A, no later than the end of the short-term deferral period permitted by Code
Section 457A) notwithstanding anything in this Plan or the Award agreement to contrary.
(g) Code Section 409A. The provisions of Code Section 409A are incorporated herein by reference to the extent necessary for
any Award that is subject to Code Section 409A to comply therewith.
17. Taxes.
(a) Withholding. In the event the Company or an Affiliate of the Company is required to withhold any Federal, state or local
taxes or other amounts in respect of any income recognized by a Participant as a result of the grant, vesting, payment or settlement of
an Award or disposition of any Shares acquired under an Award, the Company may deduct (or require an Affiliate to deduct) from any
payments of any kind otherwise due the Participant cash, or with the consent of the Committee, Shares otherwise deliverable or
vesting under an Award, to satisfy such tax obligations. Alternatively, the Company may require such Participant to pay to the
Company, in cash, promptly on demand, or make other arrangements satisfactory to the Company regarding the payment to the
Company of the aggregate amount of any such taxes and other amounts. If Shares are deliverable upon exercise or payment of an
Award, the Committee may permit a Participant to satisfy all or a portion of the Federal, state and local withholding tax obligations
arising in connection with such Award by electing to (a) have the Company withhold Shares otherwise issuable under the Award,
(b) tender back Shares received in connection with such Award or (c) deliver other previously owned Shares; provided that the amount
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to be withheld may not exceed the total minimum federal, state and local tax withholding obligations associated with the transaction to
the extent needed for the Company to avoid an accounting charge. If an election is provided, the election must be made on or before
the date as of which the amount of tax to be withheld is determined and otherwise as the Committee requires. In any case, the
Company may defer making payment or delivery under any Award if any such tax may be pending unless and until indemnified to its
satisfaction.
(b) No Guarantee of Tax Treatment. Notwithstanding any provisions of the Plan, the Company does not guarantee to any
Participant or any other Person with an interest in an Award that (i) any Award intended to be exempt from Code Section 409A shall
be so exempt, (ii) any Award intended to comply with Code Section 409A or Code Section 422 shall so comply, (iii) any Award shall
otherwise receive a specific tax treatment under any other applicable tax law, nor in any such case will the Company or any Affiliate
indemnify, defend or hold harmless any individual with respect to the tax consequences of any Award.
(c) Participant Responsibilities. If a Participant shall dispose of Stock acquired through exercise of an ISO within either (i) two
(2) years after the date the Option is granted or (ii) one (1) year after the date the Option is exercised (i.e., in a disqualifying
disposition), such Participant shall notify the Company within seven (7) days of the date of such disqualifying disposition. In addition,
if a Participant elects, under Code Section 83, to be taxed at the time an Award of Restricted Stock (or other property subject to such
Code section) is made, rather than at the time the Award vests, such Participant shall notify the Company within seven (7) days of the
date the Participant makes such an election.
18. Adjustment Provisions; Change of Control.
(a) Adjustment of Shares. If: (i) the Company shall at any time be involved in a merger or other transaction in which the Shares
are changed or exchanged; (ii) the Company shall subdivide or combine the Shares or the Company shall declare a dividend payable
in Shares, other securities or other property; (iii) the Company shall effect a cash dividend the amount of which, on a per Share basis,
exceeds ten percent (10%) of the Fair Market Value of a Share at the time the dividend is declared, or the Company shall effect any
other dividend or other distribution on the Shares in the form of cash, or a repurchase of Shares, that the Board determines by
resolution is special or extraordinary in nature or that is in connection with a transaction that the Company characterizes publicly as a
recapitalization or reorganization involving the Shares; or (iv) any other event shall occur, which, in the case of this clause (iv), in the
judgment of the Board or Committee necessitates an adjustment to prevent dilution or enlargement of the benefits or potential benefits
intended to be made available under this Plan, then the Administrator shall, in such manner as it may deem equitable to prevent
dilution or enlargement of the benefits or potential benefits intended to be made available under this Plan, adjust as applicable: (A) the
number and type of Shares subject to this Plan (including the number and type of Shares described in Section 6) and which may after
the event be made the subject of Awards; (B) the number and type of Shares subject to outstanding Awards; (C) the grant, purchase, or
exercise price with respect to any Award; and (D) to the extent such discretion does not cause an Award that is intended to qualify as
performance-based compensation under Code Section 162(m) to lose its status as such, the Performance Goals of an Award. In any
such case, the Administrator may also (or in lieu of the foregoing) make provision for a cash payment to the holder of an outstanding
Award in exchange for the cancellation of all or a portion of the Award (without the consent of the holder of an Award) in an amount
determined by the Administrator effective at such time as the Administrator specifies (which may be the time such transaction or event
is effective). However, in each case, with respect to Awards of Incentive Stock Options, no such adjustment may be authorized to the
extent that such authority would cause this Plan to violate Code Section 422(b). Further, the number of Shares subject to any Award
payable or denominated in Shares must always be a whole number. In any event, previously granted Options or SARs are subject only
to such adjustments as are necessary to maintain the relative proportionate interest the Options and SARs represented immediately
prior to any such event and to preserve, without exceeding, the value of such Options or SARs.
Without limitation, in the event of any reorganization, merger, consolidation, combination or other similar corporate transaction
or event, whether or not constituting a Change of Control (other than any such transaction in which the Company is the continuing
corporation and in which the outstanding Stock is not being converted into or exchanged for different securities, cash or other
property, or any combination thereof), the Administrator may substitute, on an equitable basis as the Administrator determines, for
each Share then subject to an Award and the Shares subject to this Plan (if the Plan will continue in effect), the number and kind of
shares of stock, other securities, cash or other property to which holders of Stock are or will be entitled in respect of each Share
pursuant to the transaction.
Notwithstanding the foregoing, in the case of a stock dividend (other than a stock dividend declared in lieu of an ordinary cash
dividend) or subdivision or combination of the Shares (including a reverse stock split), if no action is taken by the Administrator,
adjustments contemplated by this subsection that are proportionate shall nevertheless automatically be made as of the date of such
stock dividend or subdivision or combination of the Shares.
(b) Issuance or Assumption. Notwithstanding any other provision of this Plan, and without affecting the number of Shares
otherwise reserved or available under this Plan, in connection with any merger, consolidation, acquisition of property or stock, or
reorganization, the Administrator may authorize the issuance or assumption of awards under this Plan upon such terms and conditions
as it may deem appropriate, subject to the listing requirements of any principal securities exchange or market on which the Shares are
then traded.
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(c) Change of Control. If the Participant has in effect an employment, retention, change of control, severance or similar
agreement with the Company or any Affiliate that discusses the effect of a Change of Control on the Participant’s Awards, then such
agreement shall control. In all other cases, unless provided otherwise in an Award agreement or by the Administrator prior to the date
of the Change of Control, in the event of a Change of Control:
(i) If the purchaser, successor or surviving corporation (or parent thereof) (the “Survivor”) so agrees, some or all
outstanding Awards shall be assumed, or replaced with the same type of award with similar terms and conditions, by the
Survivor in the Change of Control transaction. If applicable, each Award which is assumed by the Survivor shall be
appropriately adjusted, immediately after such Change of Control, to apply to the number and class of securities which would
have been issuable to the Participant upon the consummation of such Change of Control had the Award been exercised, vested
or earned immediately prior to such Change of Control, and other appropriate adjustments in the terms and conditions of the
Award shall be made.
(ii) To the extent the Survivor in the Change of Control transaction does not agree to assume the Awards or issue
replacement awards as provided in clause (i), then immediately prior to the date of the Change of Control:
(A) Each Option or SAR that is then held by a Participant who is employed by or in the service of the Company or
an Affiliate shall become immediately and fully vested, and, unless otherwise determined by the Board or Committee, all
Options and SARs shall be cancelled on the date of the Change of Control in exchange for a cash payment equal to the
excess of the Change of Control price of the Shares covered by the Option or SAR that is so cancelled over the purchase
or grant price of such Shares under the Award.
(B) Restricted Stock, Restricted Stock Units and Deferred Stock Rights (that are not Performance Awards) that are
not then vested shall vest.
(C) All Performance Awards and Annual and Long-Term Incentive Awards that are earned but not yet paid shall be
paid upon the Change of Control, and all Performance Awards and Annual and Long-Term Incentive Awards for which
the performance period has not expired shall be cancelled in exchange for a cash payment to be made within thirty
(30) days after the Change of Control equal to the product of (1) the target value payable to the Participant under his
Award and (2) a fraction, the numerator of which is the number of days after the first day of the performance period on
which the Change of Control occurs and the denominator of which is the number of days in the performance period.
(D) All Dividend Equivalent Units that are not vested shall vest and be paid in cash, and all other Awards that are
not vested shall vest and if an amount is payable under such vested Award, such amount shall be paid in cash based on the
value of the Award.
(iii) In the event that (1) the Survivor terminates the Participant’s employment or service without cause (as defined in the
agreement relating to the Award or, if not defined therein, as defined by the Administrator) or (2) if the Participant has in effect
an employment, retention, change of control, severance or similar agreement with the Company or any Affiliate that
contemplates the termination of his or her employment or service for good reason, and the Participant terminates his or her
employment or service for good reason (as defined in such agreement), in the case of either (1) or (2) within twenty-four
(24) months following a Change of Control, then the following provisions shall apply to any assumed Awards or replacement
awards described in paragraph (i) and any Awards not cancelled in connection with the Change of Control pursuant to paragraph
(ii):
(A) Effective upon the date of the Participant’s termination of employment or service, all outstanding Awards or
replacement awards automatically shall vest (assuming for any Award the vesting of which is subject to Performance
Goals, that such goals had been met at the target level); and
(B) With respect to Options or Stock Appreciation Rights, at the election of the Participant, such Awards or
replacement awards shall be cancelled as of the date of such termination in exchange for a payment in cash and/or Shares
(which may include shares or other securities of the Survivor) equal to the excess of the Fair Market Value of the Shares
on the date of such termination covered by the portion of the Option or Stock Appreciation Right that has not been
exercised over the exercise or grant price of such Shares under the Award; and
(C) With respect to Restricted Stock, Restricted Stock Units or Deferred Stock Rights, at the election of the
Participant, such Awards or replacement awards shall be cancelled as of the date of such termination in exchange for a
payment in cash and/or Shares (which may include shares or other securities of the Survivor) equal to the Fair Market
Value of a Share on the date of such termination; and
(D) With respect to Performance Awards and Annual and Long-Term Incentive Awards that are earned but not yet
paid, such Awards or replacement awards shall be paid upon the termination of employment or service, and with respect
to Performance Awards and Annual and Long-Term Incentive Awards for which the performance period has not expired,
such Awards shall be cancelled in exchange for a cash payment to be made within thirty (30) days after the date of
termination equal to the product of (1) the target value payable to the Participant under his Award and (2) a fraction, the
numerator of which is the number of days after the first day of the performance period on which the termination occurs
and the denominator of which is the number of days in the performance period; and
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(E) With respect to other Awards, such Awards or replacement awards shall be cancelled as of the date of such
termination in exchange for a payment in cash in an amount equal to the value of the Award.
Notwithstanding anything to the contrary in the foregoing, the Participant has a deferral election in effect with respect to
any amount payable under this Section 18(c), such amount shall be deferred pursuant to such election and shall not be paid in a lump
sum as provided herein; provided that, with respect to amounts payable to a Participant (or the Participant’s beneficiary or estate) who
is entitled to a payment hereunder because the Participant’s employment terminated as a result of death or Disability, or payable to a
Participant who has met the requirements for Retirement (without regard to whether the Participant has terminated employment), no
payment shall be made unless the Change of Control also constitutes a change of control within the meaning of Code Section 409A.
If the value of an Award is based on the Fair Market Value of a Share, Fair Market Value shall be deemed to mean the per
share Change of Control price. The Administrator shall determine the per share Change of Control price paid or deemed paid in the
Change of Control transaction.
(d) Application of Limits on Payments. Except as otherwise expressly provided in any agreement between a Participant and the
Company or an Affiliate, if the receipt of any payment by a Participant under the circumstances described above would result in the
payment by the Participant of any excise tax provided for in Section 280G and Section 4999 of the Code, then the amount of such
payment shall be reduced to the extent required to prevent the imposition of such excise tax.
19. Miscellaneous.
(a) Other Terms and Conditions. The grant of any Award may also be subject to other provisions (whether or not applicable to
the Award granted to any other Participant) as the Administrator determines appropriate, including, without limitation, provisions for:
(i) the payment of the purchase price of Options by delivery of cash or other Shares or other securities of the Company
(including by attestation) having a then Fair Market Value equal to the purchase price of such Shares, or by delivery (including
by fax) to the Company or its designated agent of an executed irrevocable option exercise form together with irrevocable
instructions to a broker-dealer to sell or margin a sufficient portion of the Shares and deliver the sale or margin loan proceeds
directly to the Company to pay for the exercise price;
(ii) one or more means to enable Participants to defer the delivery of Shares or recognition of taxable income relating to
Awards or cash payments derived from the Awards on such terms and conditions as the Administrator determines, including, by
way of example, the form and manner of the deferral election, the treatment of dividends paid on the Shares during the deferral
period or a means for providing a return to a Participant on amounts deferred, and the permitted distribution dates or events
(provided that no such deferral means may result in an increase in the number of Shares issuable under this Plan);
(iii) restrictions on resale or other disposition of Shares; and
(iv) compliance with federal or state securities laws and stock exchange requirements.
(b) Employment and Service. The issuance of an Award shall not confer upon a Participant any right with respect to continued
employment or service with the Company or any Affiliate. Unless determined otherwise by the Administrator, for purposes of the Plan
and all Awards, the following rules shall apply:
(i) a Participant who transfers employment between the Company and its Affiliates, or between Affiliates, will not be
considered to have terminated employment; and
(ii) a Participant employed by an Affiliate will be considered to have terminated employment when such entity ceases to
be an Affiliate.
Notwithstanding the foregoing, for purposes of an Award that is subject to Code Section 409A, if a Participant’s
termination of employment or service triggers the payment of compensation under such Award, then the Participant will be deemed to
have terminated employment or service upon his or her “separation from service” within the meaning of Code Section 409A.
Notwithstanding any other provision in this Plan or an Award to the contrary, if any Participant is a “specified employee” within the
meaning of Code Section 409A as of the date of his or her “separation from service” within the meaning of Code Section 409A, then,
to the extent required by Code Section 409A, any payment made to the Participant on account of such separation from service shall
not be made before a date that is six months after the date of the separation from service.
(c) No Fractional Shares. No fractional Shares or other securities may be issued or delivered pursuant to this Plan, and the
Administrator may determine whether cash, other securities or other property will be paid or transferred in lieu of any fractional
Shares or other securities, or whether such fractional Shares or other securities or any rights to fractional Shares or other securities will
be canceled, terminated or otherwise eliminated.
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(d) Offset. The Company shall have the right to offset, from any amount payable or stock deliverable hereunder, any amount that
the Participant owes to the Company or any Affiliate without the consent of the Participant or any individual with a right to the
Participant’s Award.
(e) Unfunded Plan. This Plan is unfunded and does not create, and should not be construed to create, a trust or separate fund
with respect to this Plan’s benefits. This Plan does not establish any fiduciary relationship between the Company and any Participant
or other person. To the extent any person holds any rights by virtue of an Award granted under this Plan, such rights are no greater
than the rights of the Company’s general unsecured creditors. Income recognized by a Participant pursuant to an Award shall not be
included in the determination of benefits under any employee pension benefit plan (as such term is defined in Section 3(2) of the
Employee Retirement Income Security Act of 1974, as amended) or group insurance or other benefit plans applicable to the
Participant which are maintained by the Company or any Affiliate, except as may be provided under the terms of such plans or
determined by resolution of the Board.
(f) Requirements of Law and Securities Exchange. The granting of Awards and the issuance of Shares in connection with an
Award are subject to all applicable laws, rules and regulations and to such approvals by any governmental agencies or national
securities exchanges as may be required. Notwithstanding any other provision of this Plan or any Award agreement, the Company has
no liability to deliver any Shares under this Plan or make any payment unless such delivery or payment would comply with all
applicable laws and the applicable requirements of any securities exchange or similar entity, and unless and until the Participant has
taken all actions required by the Company in connection therewith. The Company may impose such restrictions on any Shares issued
under the Plan as the Company determines necessary or desirable to comply with all applicable laws, rules and regulations or the
requirements of any national securities exchange.
(g) Restrictive Legends; Representations. All Shares delivered (whether in certificated or book entry form) pursuant to any
Award or the exercise thereof shall bear such legends or be subject to such stop transfer orders as the Administrator may deem
advisable under the Plan or under applicable laws, rules or regulations or the requirements of any national securities exchange. The
Administrator may require each Participant or other Person who acquires Shares under the Plan by means of an Award to represent to
the Company in writing that such Participant or other Person is acquiring the Shares without a view to the distribution thereof.
(h) Governing Law. This Plan, and all agreements under this Plan, will be construed in accordance with and governed by the
laws of the State of California, without reference to any conflict of law principles.
(i) Construction. Whenever any words are used herein in the masculine, they shall be construed as though they were used in the
feminine in all cases where they would so apply; and wherever any words are used in the singular or plural, they shall be construed as
though they were used in the plural or singular, as the case may be, in all cases where they would so apply. Titles of sections are for
general information only, and this Plan is not to be construed with reference to such titles.
(j) Severability. If any provision of this Plan or any Award agreement or any Award (a) is or becomes or is deemed to be invalid,
illegal or unenforceable in any jurisdiction, or as to any person or Award, or (b) would disqualify this Plan, any Award agreement or
any Award under any law the Administrator deems applicable, then such provision should be construed or deemed amended to
conform to applicable laws, or if it cannot be so construed or deemed amended without, in the determination of the Administrator,
materially altering the intent of this Plan, Award agreement or Award, then such provision should be stricken as to such jurisdiction,
person or Award, and the remainder of this Plan, such Award agreement and such Award will remain in full force and effect.
***
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