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NATURAL ALTERNATIVES INTERNATIONAL, INC.
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

 
 
Date:  Friday, December 7, 2018
Time:  11:00 a.m., Pacific time
Place:

 

Natural Alternatives International, Inc.
1215 Park Center Drive
Vista CA 92081

 
To our Stockholders:
 
You are cordially invited to attend the Annual Meeting of Stockholders of Natural Alternatives International, Inc. to consider and act upon the following
matters:
 

 1. To elect two Class I directors to serve until the next meeting of stockholders held to elect Class I directors and until their respective successors are
elected and qualified;

 
 2. To ratify the selection of Haskell & White LLP as our independent registered public accounting firm for the fiscal year ending June 30, 2019;
 
 3. To transact such other business as may properly come before the meeting or any adjournments thereof.
 
The foregoing matters are more fully described in the proxy statement accompanying this notice.
 
Stockholders of record at the close of business on October 22, 2018, the record date fixed by the Board of Directors, are entitled to notice of and to vote at the
meeting and at any adjournments thereof.
 
IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE STOCKHOLDER MEETING TO BE HELD
ON DECEMBER 7, 2018: Our proxy statement and annual report to stockholders are both available on-line at http://www.nai-online.com/our-
company/investors/.
 
Your vote is important. Whether or not you plan to attend the meeting, we urge you to vote your shares at your earliest convenience. This will help
ensure the presence of a quorum at the meeting. Promptly voting your shares by telephone, by Internet, or by signing, dating, and returning the
enclosed proxy card will save us the expense and extra work of additional solicitation. Voting your shares by telephone or by Internet will further
help us reduce the costs of solicitation. A pre-addressed envelope for which no postage is required if mailed in the United States is enclosed if you
wish to vote by mail. Voting your shares now will not prevent you from attending or voting your shares at the meeting if you desire to do so. Please
see “What is the effect of not casting my vote?” under “Voting Information” in the accompanying proxy statement.
 
Only stockholders and persons holding proxies from stockholders may attend the meeting. If you plan to attend, please bring a photo ID. If your shares are
held in the name of a broker, trust, bank or other nominee, you will need to bring a recent brokerage statement, proxy or letter from that broker, trust, bank or
other nominee that confirms you are the beneficial owner of those shares.
 
   By Order of the Board of Directors
 

  
   Mark A. LeDoux
   Chairman of the Board and Chief Executive Officer
 
1535 Faraday Avenue
Carlsbad, California 92008
(760) 744-7340
October 24, 2018
 

 



 
 

NATURAL ALTERNATIVES INTERNATIONAL, INC.
 

1535 Faraday Avenue
Carlsbad, California 92008

 

 
PROXY STATEMENT

 
We are providing this proxy statement in connection with the solicitation of proxies by the Board of Directors of Natural Alternatives International, Inc., a
Delaware corporation (the “Company” or “we,” “our,” or “us”), for use at the Annual Meeting of Stockholders to be held on Friday, December 7, 2018, at
11:00 a.m. Pacific time, at Natural Alternatives International, Inc., 1215 Park Center Drive, Vista CA 92081 and at any adjournment or postponement thereof
(the “Annual Meeting”). We expect to mail this proxy statement and the enclosed proxy card on or about November 2, 2018 to all stockholders entitled to
vote at the Annual Meeting.
 

VOTING INFORMATION
 
Who can vote?
 
You may vote if you were a stockholder of record as of the close of business on October 22, 2018. This date is known as the record date. You are entitled to
one vote for each share of common stock you held on that date on each matter presented at the Annual Meeting. As of October 22, 2018, 7,570,871 shares of
our common stock, par value $0.01 per share, were issued and outstanding, net of 1,105,806 treasury shares.
 
How many votes are needed to hold the Annual Meeting?
 
To take any action at the Annual Meeting, a majority of our outstanding shares of common stock entitled to vote as of October 22, 2018, must be represented,
in person or by proxy, at the Annual Meeting. This is called a quorum.
 
What is a proxy?
 
A “proxy” allows someone else to vote your shares on your behalf. Our Board of Directors is asking you to allow Mark A. LeDoux, our Chairman and Chief
Executive Officer, and Kenneth E. Wolf, our President and Chief Operating Officer, to vote your shares at the Annual Meeting.
 
How do I vote by proxy?
 
Whether you hold shares directly as a stockholder of record or beneficially in street name, you may vote without attending the Annual Meeting. You may vote
by granting a proxy or, for shares held in street name, by submitting voting instructions to your broker or nominee. To vote by proxy, please follow the
instructions on the enclosed proxy card. You may vote by telephone, by Internet or by mail. Shares held in street name may be voted by telephone or by
Internet only if your broker or nominee makes those methods available. Your broker or nominee will enclose instructions for voting shares held in street name
by telephone or by Internet with this proxy statement if your broker or nominee has chosen to make those methods available.
 
If you vote by proxy, your shares will be voted at the Annual Meeting in the manner you indicate. If you vote by mail and return a signed proxy card with no
specific instructions, your shares will be voted as the Board of Directors recommends.
 
Can I change my vote after I submit my proxy?
 
Yes. You can change or revoke your proxy at any time before it is voted by submitting another proxy with a later date. You may also send a written notice of
revocation to Natural Alternatives International, Inc., 1535 Faraday Avenue, Carlsbad, California 92008, Attention: Mr. Kenneth Wolf, Secretary.
 
Can I vote in person at the Annual Meeting instead of voting by proxy?
 
Yes. However, we encourage you to vote your shares at your earliest convenience to ensure that your shares are represented and voted. If you vote your shares
by proxy and later decide you would like to attend the meeting and vote your shares in person, you will need to provide a written notice of revocation to the
secretary of the meeting before your proxy is voted.
 

 



 
 
How are votes counted?
 
Except as noted, all proxies received will be counted in determining whether a quorum exists and whether we have obtained the necessary number of votes on
each proposal. Abstentions and broker non-votes are counted as present or represented for purposes of determining the presence or absence of a quorum for
the Annual Meeting, but broker non-votes are not counted for purposes of determining the number of shares entitled to vote with respect to any proposal.
Accordingly, broker non-votes will have no effect on the outcome of the vote for the election of directors or any other proposed matter. Generally, broker non-
votes occur when shares held by a broker for a beneficial owner are not voted with respect to a particular proposal because (i) the broker has not received
voting instructions from the beneficial owner and (ii) the broker lacks discretionary voting power to vote such shares.
 
Stockholders of record who are present in person or by proxy and who abstain, including brokers holding customers’ shares of record who cause abstentions
to be recorded at the meeting, are considered stockholders who are present and entitled to vote on the proposals. Accordingly, a properly executed proxy
marked “ABSTAIN” or “WITHHOLD” with respect to any matter will not be voted, will have no effect on the outcome of the election of directors, and will
have the same effect as a vote “AGAINST” any other proposed matter.
 
What is the effect of not casting my vote?
 
If you hold your shares in street name, it is critical that you cast your vote if you want it to count in the election of directors. In the past, if you held your
shares in street name and you did not indicate how you wanted your shares voted in the election of directors, your bank or broker was allowed to vote those
shares on your behalf in the election of directors as they felt appropriate.
 
Recent changes in regulations were made to take away the ability of your bank or broker to vote your uninstructed shares in the election of directors on a
discretionary basis. Thus, if you hold your shares in street name and you do not instruct your bank or broker how to vote in the election of directors, no votes
will be cast on your behalf. Your bank or broker will, however, continue to have discretion to vote any uninstructed shares on the ratification of the
appointment of the Company’s independent registered public accounting firm.
 
How many votes are required to approve each of the proposals?
 
For the election of the Class I directors, a plurality of the votes is required for the election of the directors. This means that the two candidates who receive the
most votes will be elected to the available Class I positions on the Board of Directors. The affirmative vote of a majority of the shares present in person or
represented by proxy and entitled to vote at the Annual Meeting is required to approve all of the other proposals.
 
As of October 22, 2018, our executive officers and directors were entitled to vote 2,035,163 shares, or approximately 26.88% of our issued and outstanding
common stock. Our executive officers and directors have indicated their intention to vote “for” the election of the nominees for Class I director, and “for”
Proposal 2.
 
You will not have any rights of appraisal or similar dissenter’s rights with respect to any matters to be acted upon at the Annual Meeting.
 
Who pays for this proxy solicitation?
 
We will pay the cost of soliciting proxies for the Annual Meeting, including the costs of preparing, assembling and mailing the proxy materials. We will
provide copies of proxy materials to fiduciaries, custodians and brokerage houses to forward to the beneficial owners of shares held in their name. We may
reimburse such fiduciaries, custodians and brokers for their costs in forwarding the proxy materials.
 
In addition to the solicitation of proxies by mail, certain of our officers and other employees may also solicit proxies personally or by telephone, facsimile, or
other means. No additional compensation will be paid to these individuals for any such services.
 

 



 
 

OUR BOARD OF DIRECTORS
 
Board Members
 
Our Board of Directors is responsible for the overall management of the Company. The Board of Directors is divided into three classes, designated Class I,
Class II and Class III. The Board of Directors currently includes two Class I directors, two Class II directors, and one Class III director. Members of each
class of our Board of Directors are elected to serve for a three-year term. The three-year terms of the members of each class are staggered, so that each year
the members of a different class are due to be elected at the annual meeting. The Class I directors are currently serving a term that is due to expire at the
Annual Meeting. The Class II directors are currently serving a term that is due to expire at our 2019 annual meeting, and the Class III director is serving a
term that is due to expire at the next annual meeting thereafter. The name, age, positions held with the Company, and term of office of each of our directors
are shown below.
 
Name   Age   Positions Held   Class   Director Since  
Joe E. Davis   84   Director   I    2000  
Alan G. Dunn   63   Director   II    2004  
Alan J. Lane   56   Director   III    2004  
Mark A. LeDoux   64   Director, Chairman of the Board and Chief Executive Officer   I    1986  
Lee G. Weldon   79   Director   II    1992  
 
The business experience and principal occupations of each of our directors are described below.
 
Joe E. Davis
 
Mr. Davis has been a member of the Audit Committee of the Board of Directors since 2000 and the Chairman of the Audit Committee since 2004, a member
of the Human Resources Committee of the Board of Directors since 2003, and a member of the Nominating Committee of the Board of Directors since 2004.
He has been a private investor for more than fifteen years. He currently serves as a director (since 1997), the Chairman of the Audit Committee and a member
of the Compensation and Nominating Committees of Anworth Mortgage Securities, Inc., a publicly traded real estate investment trust. Previously, Mr. Davis
served as a trustee (since 1991) and a member of the Audit and Nominating Committees of American Funds Insurance Series, and as a director (since 2007)
and a member of the Audit and Nominating Committees of American Funds Target Date Retirement Series, Inc. until retiring in December 2009; as Chairman
of the Board of Linear Corporation (1987-1988); President and Chief Executive Officer of BMC Industries, Inc. (1985); and President and Chief Executive
Officer of National Health Enterprises, Inc. (1974-1982). Formerly, Mr. Davis was a director and a member of the Audit Committee of BMC Industries, Inc.
and Wilshire Technologies, Inc., and a director of Freymiller Trucking, Inc. Mr. Davis graduated from the University of Texas with a Bachelor of Science in
Chemistry. He holds a Master of Business Administration (MBA) degree from the Harvard Graduate School of Business Administration.
 
We believe Mr. Davis’ qualifications to continue to serve on our Board of Directors include his prior service on our Board of Directors, his more than 30
years of practical experience and knowledge as a director as a result of his service on multiple boards and committees of public companies, and his prior
experience as a Chief Executive Officer. In addition, his degree in chemistry enables him to understand much of the science involved in the products
manufactured by the Company and his MBA from Harvard provides an understanding of and education in matters ranging from internal control to long range
business strategy.
 
Alan G. Dunn
 
Mr. Dunn has been a member of both the Human Resources and Audit Committees of the Board of Directors since December 2005. Mr. Dunn has been the
President of GDI Consulting & Training Company (a manufacturing industry consulting firm focusing on cost and process improvement, productivity
improvement and operational transformations) and the Chairman of its parent company, Gerald E. Dunn, Inc., since 1980. He currently serves as a director
(since 2000) and the Chairman of the Compensation Committee (since 2003) and the Chairman of the Audit Committee (since July 2010) of Idaho Asphalt
Supply Company, a privately held company. Formerly, he served as a director of TMI Products (2006-2008), a director and a member of the Compensation
Committee of Tools & Metals, Inc. (2000-2004), a director of Air Logistics Corporation (1998-2003), a director of Bystrom Bros., Inc. (2004-2006), and a
director of R.W. Lyall Company (1997-2000), each a privately held company, and a director of Tomorrow’s Morning, Inc. (1995-1998), a company that went
public in 1998. Mr. Dunn served on the Board of Directors of APICS (2012-2015), a 501(c) (6) professional association for global supply chain professionals.
He served as Chairman of APICS in 2015. Mr. Dunn received a bachelor's degree from California State University at Fullerton.
 

 



 
 
We believe Mr. Dunn’s qualifications to continue to serve on our Board of Directors include his substantial prior service on our Board of Directors and his
extensive knowledge of manufacturing processes and manufacturing operations as a manufacturing industry consultant.
 
Alan J. Lane
 
Mr. Lane has been a member of both the Audit and Nominating Committees of the Board of Directors since 2004. Previously, he was a member of the Human
Resources Committee of the Board of Directors (August 2004-December 2005). Mr. Lane has been a director, and Chief Executive Officer of Silvergate Bank
since December 2008, an officer and director of Silvergate Capital Corporation since December 2008, and Chief Executive Officer of Silvergate Capital
Corporation since January 2018. Mr. Lane formerly served as Chairman of the Board of Trustees of John Paul the Great Catholic University, Executive
Chairman of Professional Business Bank, a director, President and Chief Operating Officer of Southwest Community Bancorp; Vice-Chairman and Chief
Executive Officer of Financial Data Solutions, Inc., a subsidiary of Southwest Community Bancorp; and a director and Chief Administrative Officer of
Southwest Community Bank. Before joining Southwest Community Bancorp, Mr. Lane was a director and the Chief Executive Officer and President of
Business Bank of California. Mr. Lane graduated from San Diego State University with a Bachelor of Arts in Economics in 1984.
 
We believe Mr. Lane’s qualifications to continue to serve on our Board of Directors include his substantial prior service on our Board of Directors and his
knowledge of banking practices and leadership skills as a current and former Chief Executive Officer of several banks.
 
Mark A. LeDoux
 
Mr. LeDoux has been a director and the Chief Executive Officer of the Company since 1986, and the Chairman of the Board since 2001. Mr. LeDoux also has
served as a director and the Chairman of the Board of Natural Alternatives International Europe S.A. (NAIE) a wholly-owned subsidiary of the Company
since its inception in 1999. Previously, he served as President of the Company (1986-1996, 1999-2001, 2009-2015). Mr. LeDoux also served as a director,
President and Chief Executive Officer of Natural Alternatives, Inc., a predecessor corporation that merged into the Company in 1986 (1980-1986); and as a
director of CellLife Pharmaceuticals International, Inc., director and President of Transformative Health Products, Inc., and as a director and Chief Executive
Officer of Disposition Company, Inc. (formerly known as Real Health Laboratories, Inc.), each a former wholly-owned subsidiary of the Company; and
Executive Vice President and Chief Operating Officer of Kovac Laboratories, a manufacturer of nutritional supplements (1976-1980). Mr. LeDoux graduated
Cum Laude from the University of Oklahoma with a Bachelor of Arts and Letters in 1975. He earned his Juris Doctor degree in 1979 from Western State
University College of Law, which is now known as the Thomas Jefferson School of Law. He is a member of the YPO Graduates, the Founding Chairman and
a current Director of the International Council for Responsible Nutrition based in Switzerland, a past Director and Chairman of the Board of Directors for the
Council for Responsible Nutrition based in Washington, D.C., a member of the Board of Directors of the Nutrition Industry Association-West, and a
participant of the Codex Alimentarius Commission, the United Nations’ food and dietary supplement standard-setting body under joint supervision of its Food
and Agriculture Organization and the World Health Organization. Mr. LeDoux is currently Chairman of the Board of the Natural Products Association where
he has been a member since 1980.
 
We believe Mr. LeDoux’s qualifications to continue to serve on our Board of Directors include his extensive industry, technical and Company knowledge, his
experience as one of the founders of the Company and his long service as a director and executive officer of the Company.
 
Lee G. Weldon
 
Mr. Weldon has been a member of the Board of Directors since 1992, a member of the Human Resources Committee of the Board of Directors since 1993,
and a member of the Nominating Committee of the Board of Directors since 2004. Previously, he was a member of the Audit Committee of the Board of
Directors (1993-2005). He has been the Chairman of both the Human Resources and the Nominating Committees since 2004. Mr. Weldon was the President
of Natures Apothecary (1997-2000) and the Chairman and Chief Executive Officer of Kal Healthway, Inc., a food supplement distributor (1978-1995). He
graduated from the University of California at Los Angeles with a Bachelor of Science in Business Administration in 1963. He became a member of the
Young Presidents’ Organization in 1982 and became a graduate member in 1990.
 

 



 
 
We believe Mr. Weldon’s qualifications to continue to serve on our Board of Directors include his substantial prior service on our Board of Directors and his
in-depth knowledge of our industry. He has more than 40 years of management experience in the nutritional supplement business, including all aspects of
operations, sales, marketing, finance and strategic planning, having led several companies within the industry, including a former customer of the Company.
 
Board Meetings
 
The Board of Directors held four meetings during the fiscal year ended June 30, 2018. During the fiscal year ended June 30, 2018, all members of the Board
of Directors attended all of the meetings held by the Board of Directors, and all of the members of each of the committees of the Board of Directors attended
all of the meetings of each of the committees on which they served.
 
Board Leadership Structure and Role in Risk Oversight
 
Our Board of Directors is comprised of five members, four of whom are independent. The remaining member, Mr. LeDoux, is the Company’s founder, Chief
Executive Officer and largest stockholder. Mr. LeDoux also serves as the Chairman of the Board. We do not have a lead independent director. The Chairman
of the Board is not an officer position. The Chairman presides over meetings of the Board of Directors but in his capacity as a director Mr. LeDoux does not
possess any other rights or responsibilities as a result of being the Chairman of the Board that differ from the other members of the Board of Directors. We
believe a five-member board, 80% of which is comprised of independent members, is appropriate for the size and operations of our Company. The Board of
Directors has Audit, Human Resources and Nominating Committees as described in more detail below. The Board of Directors is principally responsible for
providing risk oversight of the Company.
 
Independence
 
Nasdaq rules require listed companies to have a board of directors with at least a majority of independent directors. Our Board of Directors has determined
that four of our five directors are independent under the listing standards of the Nasdaq Stock Market. The members determined to be independent are Messrs.
Davis, Dunn, Lane and Weldon.
 
Board Committees
 
The Board of Directors has an Audit Committee, a Human Resources Committee, which includes the functions of a compensation committee, and a
Nominating Committee. Membership on each committee is limited to independent directors as defined under the listing standards of the Nasdaq Stock
Market. In addition, members of the Audit Committee must also meet the independence standards for audit committee members adopted by the Securities and
Exchange Commission (“SEC”). The members of the committees of our Board of Directors are as follows:
 
Audit Committee   Human Resources Committee   Nominating Committee
Joe E. Davis (Chairman)*   Lee G. Weldon (Chairman)   Lee G. Weldon (Chairman)
     
Alan G. Dunn   Joe E. Davis   Joe E. Davis
     
Alan J. Lane*   Alan G. Dunn   Alan J. Lane

* The Board of Directors has determined that Messrs. Davis, Lane and Dunn are each an “audit committee financial expert” as defined by applicable rules
adopted by the SEC.

 
During the fiscal year ended June 30, 2018, the Audit Committee held four meetings, the Human Resources Committee held two meetings, and the
Nominating Committee held one meeting.
 
Audit Committee. The Audit Committee operates under a charter originally adopted by the Board of Directors in 2000, amended and restated in April 2004,
and further amended in August 2007 and September 2009. While the Audit Committee charter is not currently available on our website, a copy of the charter,
as amended, was included as Attachment A to the Company’s proxy statement for fiscal year 2011-2012. The general function of the Audit Committee is to
oversee the accounting and financial reporting processes of the Company and the audits of our financial statements. The Audit Committee assists the Board of
Directors in fulfilling its oversight responsibilities relating to the accounting, reporting and financial practices of the Company, including the integrity of our
financial statements and disclosures; the surveillance of administration and financial controls and our compliance with legal and regulatory requirements; the
qualification, independence and performance of our independent registered public accounting firm; and the performance of our internal audit function and
control procedures. The Audit Committee is responsible for reviewing and recommending matters to the Board of Directors, but has no authority to make
final decisions except as set forth in the Audit Committee’s charter. The Audit Committee has the sole authority to appoint, determine funding for, and
oversee our independent registered public accounting firm.
 

 



 
 
Human Resources Committee. The Human Resources Committee operates under a charter adopted by the Board of Directors in January 2006, and amended in
August 2007, September 2009 and September 2015. While the Human Resources Committee charter is not currently available on our website, a copy of the
charter, as amended, was included as Attachment A to the Company’s proxy statement for the fiscal year 2014-2015. The primary purpose of the Human
Resources Committee is to oversee the Company’s overall compensation and incentive programs for the Company’s executive officers and certain other key
personnel. The Human Resources Committee is responsible for reviewing and recommending matters to the Board of Directors, which may be based on
recommendations from the Company’s management, but has no authority to make final decisions except with respect to the Company’s incentive plans as
described below or as otherwise set forth in the committee’s charter. Among other things, the Human Resources Committee recommends to the Board of
Directors the amount of compensation to be paid or awarded to our officers and certain other personnel including salary, bonuses, other cash or stock awards
under our incentive compensation plans as in effect from time to time, retirement and other compensation, and is responsible for evaluating the performance
of the Company’s Chief Executive Officer and making recommendations to the Board of Directors concerning the compensation for such officer. In addition,
the Human Resources Committee has delegated to its Chairman the authority to administer the Company’s 2009 Omnibus Incentive Plan with respect to
employees who are not officers or directors of the Company, to the sole extent of approving stock option grants under the plan to such employees, within the
limitations of such plan, and only for grants proposed by the Company’s Chief Executive Officer and Chief Financial Officer not exceeding 5,000 shares, and
with a term not exceeding five years, an exercise price equal to at least 110% of the last reported sale price of the Company’s common stock on the Nasdaq
Stock Market on the date of grant, and vesting over a period of not less than three years. The Human Resources Committee may engage the services of an
independent compensation and benefits consulting company when the committee deems appropriate to conduct a survey and review of the Company’s
compensation programs as compared to other similarly situated companies taking into account, among others, industry, size and location.
 
Nominating Committee. The Nominating Committee operates under a charter adopted by the Board of Directors in August 2004, and amended in August
2007 and September 2009. While the Nominating Committee charter is not currently available on our website, a copy of the charter, as amended, was
included as Attachment C to the Company’s proxy statement for fiscal year 2011-2012. The purpose of the Nominating Committee is to assist the Board of
Directors in identifying qualified individuals to become members of the Board of Directors and in determining the composition of the Board of Directors and
its various committees. The Nominating Committee periodically reviews the qualifications and independence of directors, selects candidates as nominees for
election as directors, recommends directors to serve on the various committees of the Board of Directors, reviews director compensation and benefits, and
oversees the self-assessment process of each of the committees of the Board of Directors.
 
The Nominating Committee considers nominee recommendations from a variety of sources, including nominees recommended by stockholders. Persons
recommended by stockholders are evaluated on the same basis as persons suggested by others. Stockholder recommendations may be made in accordance
with our Stockholder Communications Policy. See “Stockholder Communications with Directors” below. The Nominating Committee has the authority to
retain a search firm to assist in the process of identifying and evaluating candidates.
 
The Nominating Committee has not established any specific minimum requirements for potential members of our Board of Directors. Instead, the Nominating
Committee’s evaluation process includes many factors and considerations including, but not limited to, a determination of whether a candidate meets Nasdaq
and/or SEC requirements relating to independence and/or financial expertise, as applicable, and whether the candidate meets the Company’s desired
qualifications in the context of the current make-up of the Board of Directors with respect to factors such as business experience, education, intelligence,
leadership capabilities, integrity, competence, dedication, diversity, skills, and the overall ability to contribute in a meaningful way to the deliberations of the
Board of Directors respecting the Company’s business strategies, financial and operational performance and corporate governance practices. The Nominating
Committee will generally select those nominees whose attributes it believes would be most beneficial to the Company in light of all the circumstances.
 
Stockholder Communications with Directors
 
Our Board of Directors has adopted a Stockholder Communications Policy to provide a process by which our stockholders may communicate with the Board
of Directors. Under the policy, stockholders may communicate with the Board of Directors as a whole, with the independent directors, with a committee of
the Board, or with a particular director. Stockholders wishing to communicate directly with our Board of Directors may do so by mail addressed to Natural
Alternatives International, Inc., 1535 Faraday Avenue, Carlsbad, California, 92008, Attn: Corporate Secretary. The envelope must contain a clear notation
indicating that the enclosed letter is a “Stockholder-Board Communication” or “Stockholder-Director Communication.” All such letters must identify the
author as a stockholder of the Company and clearly state whether the intended recipients are all members of the Board of Directors, all independent directors,
all members of a committee of the Board, or certain specified individual directors. The Corporate Secretary will review the communications received from
stockholders at the above designated address on a regular basis and if they are relevant to the Company’s operations and policies, they will be copied and
forwarded to the appropriate director or directors as expeditiously as reasonably practical. By way of example, communications that are unduly hostile,
threatening, obscene, illegal or similarly inappropriate will not be forwarded to any director. Matters deemed to be trivial in the sole discretion of the
Corporate Secretary will be delivered to the appropriate director or directors at the next regularly scheduled meeting of the Board of Directors. The Corporate
Secretary will periodically provide the Board of Directors with a summary of all communications received that were not forwarded and will make those
communications available to any director upon request. The Board of Directors will determine whether any communications sent to the Board of Directors
should be properly addressed by the entire Board or a committee thereof and whether a response to the communication is warranted.
 

 



 
 
Attendance at Annual Meetings
 
The members of the Board of Directors are encouraged, but not required, to attend each of the Company’s annual meetings of stockholders. It may not be
possible or practical, in light of other business commitments of the directors, for all of the members of the Board of Directors to attend all of the Company’s
annual meetings of stockholders. At the Company’s most recent annual meeting of stockholders held on December 5, 2017, all of the members of the Board
of Directors were present.
 

PROPOSAL 1
ELECTION OF CLASS I DIRECTORS

 
Nominees
 
At the Annual Meeting, two Class I directors are to be elected, to serve until the next meeting of stockholders held to elect Class I directors and until their
respective successors are elected and qualified or their earlier death, resignation or removal. The Board of Directors proposes the election of the nominees
named below, who currently serve as Class I members of our Board of Directors.
 
Unless authorization to do so is withheld, proxies received will be voted “for” the nominees named below. If either of the nominees should become
unavailable for election before the Annual Meeting, the proxies will be voted for the election of such substitute nominee as the present Board of Directors
may propose. The person nominated for election has agreed to serve if elected, and the Board of Directors has no reason to believe that the nominee will be
unable to serve.
 
Our Board of Directors proposes the election of the following nominees as the Class I members of the Board of Directors:

 
Joe E. Davis

Mark A. LeDoux
 

Our Board of Directors unanimously recommends that you vote “FOR” the election of the nominees as
Class I directors of the Company.

 
PROPOSAL 2

RATIFICATION OF SELECTION OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 
The Audit Committee of the Board of Directors has selected and approved Haskell & White LLP to serve as our independent registered public accounting
firm for the fiscal year ending June 30, 2019. One or more representatives of Haskell & White LLP are expected to be present at the Annual Meeting and are
expected to be available to respond to appropriate questions and to make a statement if they desire to do so. Haskell & White LLP was first appointed to serve
as our independent registered public accounting firm for the fiscal year ending June 30, 2015.
 
Audit Fees
 
Our independent registered public accounting firm, Haskell & White LLP, billed us aggregate fees in the amount of $187,575 for the fiscal year ended June
30, 2018, and $187,845 for the fiscal year ended June 30, 2017, for professional services rendered for the audit of our annual financial statements, the reviews
of the financial statements included in our Quarterly Reports on Form 10-Q and other services provided in connection with our regulatory filings.
 

 



 
  
Audit-Related Fees
 
There were fees in the amount of $8,500 for the fiscal year ended June 30, 2018 billed to the Company by Haskell & White LLP for assurance and related
services reasonably related to the performance of the audit or review of our financial statements and not included under “Audit Fees.” There were no audit-
related fees billed to the Company by Haskell & White LLP for the fiscal year ended June 30, 2017.
 
Tax Fees
 
There were no tax fees billed to the Company by Haskell & White LLP during the fiscal years ended June 30, 2018 and June 30, 2017.
 
All Other Fees
 
There were no other fees billed to the Company by Haskell & White LLP for products and services provided during the fiscal years ended June 30, 2018 and
June 30, 2017.
 
Pre-Approval Policies and Procedures
 
On June 23, 2003, the Audit Committee approved certain policies and procedures under which all audit and non-audit services performed by our independent
registered public accounting firm must be approved in advance by the Audit Committee. Under these policies and procedures, proposed services to be
provided by our independent registered public accounting firm may either be pre-approved without consideration of specific case-by-case services by the
Audit Committee (“general pre-approval”), or require the specific pre-approval of the Audit Committee (“specific pre-approval”). The Audit Committee may
delegate either type of pre-approval authority to one or more of its members, who would then be required to report any pre-approval decisions to the Audit
Committee at its next scheduled meeting. Unless a type of service has received general pre-approval, it will require specific pre-approval by the Audit
Committee if it is to be provided by our independent registered public accounting firm. Any proposed services exceeding pre-approved cost levels or
budgeted amounts also will require specific pre-approval by the Audit Committee. In granting both general and specific pre-approval, the Audit Committee
will consider whether such services are consistent with the SEC’s rules on auditor independence, as well as whether our independent registered public
accounting firm is best positioned to provide the most effective and efficient service, for reasons such as familiarity with our business, people, culture,
accounting systems, risk profile and other factors, and whether the service might enhance our ability to manage or control risk or improve audit quality. The
term of any general pre-approval will be 12 months, unless the Audit Committee determines otherwise. For the fiscal year ended June 30, 2018, all of the
audit and non-audit services described herein were approved pursuant to these policies and procedures, as adopted by the Audit Committee, and none of the
services were approved by the Audit Committee pursuant to a waiver of pre-approval, as contemplated by Regulation S-X, Rule 201(c)(7)(i)(C).
 
Audit Services. The annual audit services engagement terms and fees are subject to specific pre-approval by the Audit Committee. Audit services include the
annual financial statement audit and quarterly reviews, subsidiary audits, and other services necessary for the auditors to form an opinion on the Company’s
consolidated financial statements. The Audit Committee monitors the audit services engagement no less frequently than quarterly and also approves, if
necessary, any changes in terms, conditions and fees resulting from changes in audit scope, Company structure or other items. In addition, the Audit
Committee may grant general pre-approval to other audit services, which include statutory or financial audits for subsidiaries of the Company and services
associated with SEC registration statements, periodic reports and other documents filed with the SEC or issued in connection with securities offerings.
 
Audit-Related Services. The Audit Committee may grant general pre-approval of audit-related services, which are assurance and related services that are
reasonably related to the performance of the audit or review of the Company’s financial statements or that are traditionally performed by the independent
registered public accounting firm. Audit-related services include due diligence services pertaining to any potential business acquisitions or dispositions,
consultations related to accounting, financial reporting or disclosure matters not classified as audit services, assistance with the implementation of new
accounting and financial reporting rules and guidance, financial audits of employee benefit plans, and assistance with internal control reporting requirements.
 
Tax Services. To the extent the Company retains its independent registered public accounting firm to provide tax services, the Audit Committee may grant
general pre-approval for those tax services that historically have been provided by its independent registered public accounting firm and that the Audit
Committee has reviewed and determined would not impair the independence of the auditor. Generally, tax services involving large and complex transactions
must be specifically pre-approved by the Audit Committee. For quite a few years the Company has exclusively used another firm of Certified Public
Accountants to provide tax services and has not relied for tax services upon the independent registered public accounting firm that provides the Company
audit and audit related services.
 

 



 
 
Other Services. The Audit Committee may grant general pre-approval to those permissible non-audit services that it determines are routine and recurring
services and that would not impair auditor independence. All other services not otherwise classified above must be specifically pre-approved by the Audit
Committee.
 
Procedures. All services proposed to be provided by our independent registered public accounting firm that do not require specific pre-approval by the Audit
Committee are submitted to the Company’s Chief Financial Officer, who determines whether such services are included within those that have received
general pre-approval by the Audit Committee. All services proposed to be provided by our independent registered public accounting firm that require specific
pre-approval by the Audit Committee are submitted to the Audit Committee or its delegated member by both the independent registered public accounting
firm and the Company’s Chief Financial Officer. The Chief Financial Officer is responsible for monitoring the performance of the services provided by the
independent registered public accounting firm, determining whether such services are in compliance with the Audit Committee’s pre-approval policies, and
reporting the results of his monitoring on a periodic basis to the Audit Committee.
 
Effect of Ratification
 
Ratification by stockholders of the selection of Haskell & White LLP as our independent registered public accounting firm is not required by applicable law.
However, as a matter of policy and sound corporate practice, we are submitting the selection to our stockholders for ratification at the Annual Meeting. If
stockholders fail to ratify the selection of Haskell & White LLP, the Board of Directors will reconsider the matter. Even if the selection is ratified by
stockholders, the Board of Directors may select a different firm to serve as our independent registered public accounting firm at any time during the fiscal
year if it believes a change would be in the best interests of the Company and its stockholders.
 

Our Board of Directors unanimously recommends that you vote “FOR” Proposal 2.
 

OUR EXECUTIVE OFFICERS
 
The Board of Directors appoints the executive officers of the Company who are responsible for administering our day-to-day operations. The name, age,
positions held with the Company, and term of office of each of our executive officers are shown below.
 

Name    Positions Held   
Officer
Since

Mark A. LeDoux
 
 64

  
Director, Chairman of the Board and Chief
Executive Officer   

 1986

Kenneth E. Wolf
 
 57

  
President, Chief Operating
Officer and Secretary   

 2008

Michael E. Fortin   41   Chief Financial Officer   2015
 
The business experience and principal occupations of each of our executive officers are described below.
 
Mark A. LeDoux
 
Mr. LeDoux has been a director and the Chief Executive Officer of the Company since 1986, and the Chairman of the Board since 2001. Mr. LeDoux also has
served as a director and the Chairman of the Board of Natural Alternatives International Europe S.A. (NAIE) a wholly-owned subsidiary of the Company
since its inception in 1999. Previously, he served as President of the Company (1986-1996, 1999-2001, 2009-2015). Mr. LeDoux also served as a director,
President and Chief Executive Officer of Natural Alternatives, Inc., a predecessor corporation that merged into the Company in 1986 (1980-1986); and as a
director of CellLife Pharmaceuticals International, Inc., director and President of Transformative Health Products, Inc., and as a director and Chief Executive
Officer of Disposition Company, Inc. (formerly known as Real Health Laboratories, Inc.), each a former wholly-owned subsidiary of the Company; and
Executive Vice President and Chief Operating Officer of Kovac Laboratories, a manufacturer of nutritional supplements (1976-1980). Mr. LeDoux graduated
Cum Laude from the University of Oklahoma with a Bachelor of Arts and Letters in 1975. He earned his Juris Doctor degree in 1979 from Western State
University College of Law, which is now known as the Thomas Jefferson School of Law. He is a member of the YPO Graduates, the Founding Chairman and
a current Director of the International Council for Responsible Nutrition based in Switzerland, a past Director and Chairman of the Board of Directors for the
Council for Responsible Nutrition based in Washington, D.C., a member of the Board of Directors of the Nutrition Industry Association-West, and a
participant of the Codex Alimentarius Commission, the United Nations’ food and dietary supplement standard-setting body under joint supervision of its Food
and Agriculture Organization and the World Health Organization. Mr. LeDoux is currently Chairman of the Board of the Natural Products Association where
he has been a member since 1980.
 

 



 
 
Kenneth E. Wolf
 
Mr. Wolf has been the President of the Company since October 2015, the Chief Operating Officer of the Company since June 2010, and the Secretary of the
Company since February 2009. Mr. Wolf previously served as the Chief Financial Officer of the Company from February 2008 through September 2015.
Before joining the Company, Mr. Wolf was Chief Financial Officer, Treasurer and Corporate Secretary for Phoenix Footwear Group, a publicly-traded, multi-
brand footwear and accessories company that had $140 million in annual sales and for which Mr. Wolf managed a staff of 30 employees (2003-2007); an
independent consultant for various San Diego-based companies where he performed interim Chief Financial Officer responsibilities (2002); and Senior Vice
President-Finance/Controller for Callaway Golf Company, a premium consumer goods company listed on the New York Stock Exchange that had $1.0 billion
in annual sales and for which Mr. Wolf managed a staff of 50 employees (1992-2001). Mr. Wolf received his Certified Public Accountant license from the
State of California and a Bachelor of Science in Business Administration-Accounting from California State University in Fresno, California.
 
Michael E. Fortin
 
Mr. Fortin has been the Chief Financial Officer of the Company since October 2015. Prior to his appointment as Chief Financial Officer, Mr. Fortin was
Director of Accounting and SEC Reporting for the Company from April 2008 to September 2015. Before joining the Company, Mr. Fortin was the Director of
Finance for K2 Licensed Products, a subsidiary of Jarden Corporation, a consumer products company specializing in licensed sporting goods that had $30
million in annual sales and for which Mr. Fortin managed a staff of 6 employees (2006-2008); Manager - Financial Accounting Operations for HSBC Auto
Finance, a subsidiary of HSBC Bank USA, specializing in subprime auto lending that had $1.5B in annual revenues and for which Mr. Fortin managed a staff
of 4 employees (2003-2006); and Audit Senior for Arthur Andersen LLP and KPMG LLP (1999-2003). Mr. Fortin received his Certified Public Accountant
license from the State of California and a Bachelor of Science in Business Administration-Accounting from San Diego State University, California.
 

STOCK HOLDINGS OF CERTAIN OWNERS AND MANAGEMENT
 

The following table sets forth information on the beneficial ownership of our common stock by our directors and executive officers, as well as stockholders
who are known by us to own beneficially more than 5% of our common stock, as of October 22, 2018.
 

Name of Beneficial Owner  
Number of Shares and Nature

of Beneficial Ownership (1)   
Percent of Common

Stock Outstanding (2)  
         
Dimensional Fund Advisors LP

Palisades West, Building One, 6300 Bee Cave Road
Austin, TX 78746   563,173(3)   7.44%

Renaissance Technologies LLC
800 Third Avenue
New York, New York 10022   511,802(4)   6.76%

The Juice Plus+ Company
140 Crescent Drive
Collierville, Tennessee 38017   308,000(5)   4.07%

Joe E. Davis, Director   95,296(6)   1.26%
Alan G. Dunn, Director   49,328(6)   * 
Michael E. Fortin, Chief Financial Officer   64,968(7)   * 
Alan J. Lane, Director   58,328(6)   * 
Mark A. LeDoux, Chairman of the Board and Chief Executive Officer   1,184,319(8)   15.56%
Lee G. Weldon, Director   122,641(6)   1.62%
Kenneth E. Wolf, President and Chief Operating Officer   180,283(9)   2.37%
All directors and executive officers as a group (seven persons)   2,155,163(10)   28.02%
 

* Less than 1%.
  
1 A person is considered to beneficially own any shares: (i) over which the person, directly or indirectly, exercises sole or shared voting or

investment power, or (ii) of which the person has the right to acquire beneficial ownership at any time within 60 days (such as through the exercise
of stock options). Unless otherwise indicated, voting and investment power relating to the shares shown in the table for our directors and executive
officers is exercised solely by the beneficial owner or shared by the owner and the owner’s spouse or children.

 
 



 
 

2 The percentages shown are calculated based on the number of shares of our common stock outstanding plus, for each person or group, any shares
that person or group has the right to acquire within 60 days of October 22, 2018 pursuant to options held. As of October 22, 2018, there were
7,570,871 shares of our common stock outstanding, net of 1,105,806 treasury shares.

  
3 As reported by Dimensional Fund Advisors LP on Schedule 13G filed by Dimensional Fund Advisors LP with the SEC on February 9, 2018.

Dimensional Fund Advisors LP, an investment adviser registered under Section 203 of the Investment Advisors Act of 1940, furnishes investment
advice to four investment companies registered under the Investment Company Act of 1940, and serves as investment manager or sub-adviser to
certain other commingled funds, group trusts and separate accounts (such investment companies, trusts and accounts, collectively referred to as the
“Funds”). In certain cases, subsidiaries of Dimensional Fund Advisors LP may act as an adviser or sub-adviser to certain Funds. In its role as
investment advisor, sub-adviser and/or manager, Dimensional Fund Advisors LP or its subsidiaries (collectively, “Dimensional”) may possess
voting and/or investment power over the securities of the Issuer that are owned by the Funds and may be deemed to be the beneficial owner of the
shares of the Issuer held by the Funds. However, all securities reported in this schedule are owned by the Funds. Dimensional disclaims beneficial
ownership of such securities. The foregoing is based entirely on the statements of Dimensional Fund Advisors LP as set forth in its Schedule 13G
filing.

  
4 As reported by Renaissance Technologies LLC on Schedule 13G filed by Renaissance Technologies LLC with the SEC on February 14, 2018.
  
5 Does not include 400,000 restricted shares subject to vesting and forfeiture and governed by an irrevocable proxy in favor of the NAI Board of

Directors. The Juice Plus+ Company disclaims beneficial ownership of these 400,000 restricted shares as they cannot be transferred or receive
dividends prior to vesting, and due to the existing proxy cannot be voted by The Juice Plus+ Company.

  
6 Includes 10,000 shares underlying options that are exercisable within 60 days. Also includes 19,999 restricted shares of common stock that are

subject to vesting and forfeiture.
  
7 Includes 5,000 shares underlying an option that is exercisable within 60 days. Also includes 40,000 restricted shares of common stock that are

subject to vesting and forfeiture.
  
8 Includes 40,000 shares underlying options that are exercisable within 60 days. Also includes 49,999 restricted shares of common stock that are

subject to vesting and forfeiture.
  
9 Includes 35,000 shares underlying options that are exercisable within 60 days. Also includes 59,999 restricted shares of common stock that are

subject to vesting and forfeiture.
  
10 Includes 400,000 restricted shares owned by The Juice Plus+ Company that are subject to vesting and forfeiture and that the Board of Directors

has the right to vote pursuant to an irrevocable proxy granted to the Board by The Juice Plus+ Company. Also includes 120,000 shares underlying
options held by officers and directors of the Company that are exercisable within 60 days.

 
From time to time, the number of our shares held in the “street name” accounts of various securities dealers for the benefit of their clients or in centralized
securities depositories may exceed 5% of the total shares of our common stock outstanding.
 

 



 
 

EXECUTIVE OFFICER COMPENSATION
 
Summary Compensation Table
 
The following table shows the compensation earned by or paid or awarded to our executive officers for all services rendered by them in all capacities to the
Company and its subsidiaries during each of the last two fiscal years ended June 30.
 

SUMMARY COMPENSATION TABLE FOR FISCAL-YEAR ENDED JUNE 30, 2018

Name and Principal
Position

Fiscal
Year   Salary

($)   Bonus
($)   

Stock
Awards

($)1
   

Option
Awards

($)1
   

All Other
Compensation

($)2
   Total

($) 

                          
Mark A. LeDoux 2018  400,000   100,000   282,500   0   61,936   844,436 
Chief Executive Officer                          
 2017  400,000   225,000   217,500   0   47,549   890,049 
                          
Kenneth Wolf 2018  375,000   75,000   226,000   0   35,132   711,132 
President and Chief                          

Operating Officer 2017  375,000   200,000   174,000   0   34,457   783,457 
                          

Michael E. Fortin 2018  200,000   45,000   169,500   0   34,267   448,767 
Chief Financial Officer                          
 2017  196,944   100,000   130,500   0   34,180   461,624 

 
1 Stock options and restricted shares of our common stock were granted under our 2009 Omnibus Incentive Plan. The

amounts shown represent the aggregate grant date fair value computed in accordance with FASB ASC Topic 718.
Please see “Stock-Based Compensation” under Note A in the Notes to our audited, consolidated financial statements
included under Item 8 of our Annual Report on Form 10-K for the fiscal year ended June 30, 2018, for a discussion of
the assumptions made in the valuation.

  
2 Includes matching contributions under the Company’s 401(k) plan, premiums paid by the Company for medical and

dental insurance, term life insurance, long-term disability, payments for cell phone use and wireless internet access
that may be used for both business and personal uses, and certain other benefits.

 
Employment Agreements
 
We have employment agreements with Messrs. LeDoux, Wolf and Fortin. Under the terms of each agreement, the officer’s employment is at-will and the
employment may be terminated at any time, with or without cause, by either the officer or the Company. Each officer receives an annual salary, payable no
less frequently than bi-weekly, and may receive certain employee benefits available generally to other corporate officers, including, without limitation, bonus
compensation in a manner and at a level determined from time to time in the sole discretion of the Board of Directors, medical, dental, term life, short and
long term disability, and long term care. The Company also may invite officers and their spouses to attend Company-related events and generally provides
for, or reimburses expenses of, such officers’ and spouses’ travel, food and lodging for attendance at such events.
 

 



 
 
The annual salaries of Messrs. LeDoux, Wolf and Fortin in effect at October 1, 2018 were:
 

Name  
Annual
Salary  

Mark A. LeDoux  $ 425,000 
     
Kenneth Wolf  $ 400,000 
     
Michael E. Fortin  $ 225,000 

 
Under the terms of the employment agreements for Messrs. LeDoux, Wolf and Fortin, each officer is entitled to a severance benefit in the event the officer is
terminated by the Company without cause. For Mr. LeDoux, his severance benefit is an amount equal to one year’s compensation, provided he executes and
delivers to the Company a general release of claims. For Messrs. Wolf and Fortin their severance benefit is an amount equal to six months’ base salary and
continuing group health insurance coverage pursuant to COBRA for six months following termination at the Company’s expense, provided they execute and
deliver to the Company a general release of claims. If an officer does not execute and deliver a general release of claims, the severance benefit is reduced to
one month’s compensation. No officer is entitled to receive a severance benefit if the officer is terminated by the Company for cause, or if the officer
voluntarily resigns or retires. If an officer is terminated by the Company without cause upon a change in control, the officer is entitled to receive a severance
benefit in an amount equal to two years’ compensation for Mr. LeDoux, and one year’s compensation and continuing group health insurance coverage
pursuant to COBRA for twelve months following termination at the Company’s expense for Messrs. Wolf and Fortin, provided the officers execute and
deliver to the Company a general release of claims. If the officer does not execute and deliver a general release of claims, the severance benefit is reduced to
one month’s compensation. In addition, if any officer is terminated by the Company without cause upon a change of control, all then outstanding options held
by the officer become fully exercisable and remain so for the term of the option, and all restricted stock held by the officer become unrestricted, provided that
the officer executes and delivers to the Company a general release of claims.
 
Restricted Stock Grants
 
Under our 2009 Omnibus Incentive Plan, we may grant nonqualified and incentive stock options and other stock-based awards to employees, non-employee
directors and consultants. During the fiscal year ended June 30, 2018, pursuant to our 2009 Omnibus Incentive Plan, we granted each of Messrs. LeDoux,
Wolf and Fortin shares of restricted common stock, which are subject to vesting and forfeiture. Vested shares may be withheld by the Company to satisfy tax
withholding obligations. In March 2018, we granted Mr. LeDoux 25,000 shares of restricted common stock, which vest with respect to 8,334 shares on March
7, 2019, 8,333 shares on March 7, 2020, and 8,333 shares on March 7, 2021. In March 2018, we granted Mr. Wolf 20,000 shares of restricted common stock,
which will vest with respect to 6,667 shares on March 7, 2019, 6,667 shares on March 7, 2020, and 6,666 shares on March 7, 2021. In March 2018, we
granted Mr. Fortin 15,000 shares of restricted common stock, which will vest with respect to 5,000 shares on March 7, 2019, 2020 and 2021.
 

 



 
 

Outstanding Equity Awards at Fiscal Year End
 
The following table provides certain information about unexercised option awards, and unvested restricted stock held by Messrs. LeDoux, Wolf, and Fortin as
of June 30, 2018. There were no other stock awards held by such officers as of June 30, 2018.
 

OUTSTANDING EQUITY AWARDS AT FISCAL-YEAR END OF JUNE 30, 2018  
  

OPTION AWARDS   STOCK AWARDS  

Name  

Number of
Securities

Underlying
Unexercised
Options—

#
Exercisable   

Number of
Securities

Underlying
Unexercised
Options—

#
Unexercisable  

Equity
Incentive

Plan
Awards:

Number of
Securities

Underlying
Unexercised,

Unearned
Options

(#)   

Option
Exercise

Price
($)   

Option
Expiration

Date   

Number
of

Shares or
Units of
Stock
That
Have
Not

Vested
(#)   

Market
Value of

Shares or
Units of
Stock
That
Have
Not

Vested
($)   

Equity
Incentive

Plan
Awards:
Number

of
Unearned

Shares,
Units or
Other
Rights
That
Have
Not

Vested
(#)   

Equity
Incentive

Plan
Awards:

Market or
Payout
Value of

Unearned
Shares,
Units or
Other
Rights
That

Have Not
Vested

($)  
Mark A. LeDoux   40,000   —   —   7.502  12/02/2020   —   —   —   — 
   —   —   —   —   —   49,999(1)  507,490(4)  —   — 
Kenneth E. Wolf   35,000   —   —   7.502  12/02/2020   —   —   —   — 
   —   —   —   —   —   69,999(2)  710,490(4)  —   — 
Michael E. Fortin   5,000           7,502  12/02/2020                 
                       45,000(3)  456,750(4)        
 
(1) These restricted shares of common stock are subject to vesting and forfeiture. 50% (25,000) of the shares vest on March 7, 2019, 33.33% (16,666) vest

on March 7, 2020, and 16.67% (8,333) vest on March 7, 2021.
  
(2) These restricted shares of common stock are subject to vesting and forfeiture. 14.29% (10,000) vested on October 1, 2018, 28.57% (20,000) of the

shares vest on March 7, 2019, 14.29% (10,000) vest on October 1, 2019, 19.05% (13,333) vest on March 7, 2020, 14.29% (10,000) vest on October 1,
2020, and 9.51% (6,666) vest on March 7, 2021.

  
(3) These restricted shares of common stock are subject to vesting and forfeiture. 11.11% (5,000) vested on October 1, 2018, 33.33% (15,000) of the shares

vest on March 7, 2019, 11.11% (5,000) vest on October 1, 2019, 22.23% (10,000) vest on March 7, 2020, 11.11% (5,000) vest on October 1, 2020, and
11.11% (5,000) vest on March 7, 2021.

  
(4) Calculated by multiplying the applicable number of shares by the Company’s June 29, 2018 closing stock price of $10.15.

 
 



 
 

DIRECTOR COMPENSATION
 

Each of the non-employee directors (Messrs. Davis, Dunn, Lane and Weldon) receives an annual retention fee of $10,000, and a fee of $1,000 for each board
and committee meeting such director attends. The $1,000 paid for each board and committee meeting a director attends applies to both regular and special
meetings of the board and of a committee, including any regular or special meetings of the board or a committee held via teleconference, unless otherwise
expressly determined by the Board on a case by case basis; provided, however, that payment for attendance at committee meetings in person or by telephone
shall only be made to members of the applicable committee. The annual retention fee is paid in advance at the beginning of each year of a director’s term,
which is determined to commence on the date of the annual meeting held to elect any class of directors and to continue until the next annual meeting of
stockholders held to elect any class of directors. Directors appointed during a term year may receive a proportional amount of the annual retention fee for that
year. Options and other equity awards may be granted to directors on a discretionary basis. Mr. LeDoux receives no additional compensation for serving as a
director. Directors are reimbursed for travel and other expenses incurred in connection with attending board and committee meetings. The Company may
invite directors and their spouses to attend Company-related events and generally provides for, or reimburses expenses of, such directors’ and spouses’ travel,
food and lodging for attendance at such events. The table below provides information about the compensation of the Company’s directors during the fiscal
year ended June 30, 2018.
 

DIRECTOR COMPENSATION TABLE FOR FISCAL-YEAR ENDED JUNE 30, 2018

Name
 

Fees Earned
or Paid in
Cash ($)    

Stock
Awards
($)(1)(2)    

Option
Awards

($)(2)    

All Other
Compensation

($)    
Total

($)
Joe E. Davis   $22,000      $113,000      0     0     $135,000
Alan G. Dunn   $21,000      $113,000      0     0     $134,000
Alan J. Lane   $20,000      $113,000      0     0     $133,000
Lee G. Weldon   $18,000      $113,000      0     0     $131,000

 
(1) During the fiscal-year ended June 30, 2018, the Company granted each of the above directors shares of restricted common stock that are subject to

vesting and forfeiture. Each was granted 10,000 shares on March 19, 2018; of which 3,334 vest on March 7, 2019, 3,333 vest on March 7, 2020, and
3,333 vest on March 7, 2021.

  
(2) Restricted shares of our common stock were granted under our 2009 Omnibus Incentive Plan. The amounts shown represent the aggregate grant date

fair value computed in accordance with FASB ASC Topic 718. Please see “Stock-Based Compensation” under Note A in the Notes to our audited,
consolidated financial statements included under Item 8 of our Annual Report on Form 10-K for the fiscal year ended June 30, 2018, for a discussion of
the assumptions made in the valuation.

 
SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

 
The following table summarizes equity compensation plans approved by stockholders as of June 30, 2018. As of June 30, 2018, the Company did not have
any equity compensation plans that had not been approved by stockholders.
 

EQUITY COMPENSATION PLAN INFORMATION

Plan Category  

Number of
shares

to be issued
upon

exercise of
outstanding

options
(a)    

Weighted-
average exercise

price of
outstanding

options
(b)   

Number of
shares of

outstanding
restricted

stock
(c)    

Weighted-
average

exercise price of
outstanding
restricted

stock
(d)   

Number of
shares

remaining
available for

future
issuance

under equity
compensation

plans
(excluding
securities

reflected in
columns (a)

and (c))
(e)

Equity compensation plans approved
by stockholders   135,000(1)   $ 6.32   356,989     N/A   319,000(1)

Equity compensation plans not
approved by stockholders   N/A    N/A   N/A    N/A   N/A 

Total   135,000   $ 6.32   356,989     N/A   319,000 
 
(1) At our 2009 Annual Meeting of Stockholders held on November 30, 2009, our stockholders approved a new 2009 Omnibus Incentive Plan (the “2009

Plan”). Upon approval of the 2009 Plan, our prior equity incentive plan was terminated. All of the securities available for future issuance shown in
column (e) are pursuant to the 2009 Plan. Under the terms of the 2009 Plan, on the first day of each calendar year during the term of the plan, beginning
with January 1, 2011, an additional 100,000 shares of our common stock become available for issuance under the 2009 Plan.

 
 



 
 

CODE OF ETHICS
 

We have adopted a Code of Business Behavior and Conduct that applies to all of our employees and directors, including all of our officers and our non-
employee directors. The Audit Committee periodically reviews the policy and the Company’s compliance with the policy. A copy of our Code of Business
Behavior and Conduct is posted on our website at www.nai-online.com. Our Code of Business Behavior and Conduct is not incorporated in, and is not a part
of, this proxy statement and is not proxy-soliciting material.
 

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
 
Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our directors, executive officers and any person who owns more than 10% of our
common stock, to file with the SEC initial reports of ownership of our common stock within 10 days of becoming a director, executive officer or greater than
10% stockholder, and reports of changes in ownership of our common stock before the end of the second business day following the day on which a
transaction resulting in a change of ownership occurs. Directors, executive officers and greater than 10% stockholders are required by SEC regulations to
provide us with copies of all Section 16(a) forms they file.
 
To our knowledge, based solely on our review of the copies of Section 16(a) reports provided to us during the fiscal year ended June 30, 2018, all required
Section 16(a) reports applicable to our directors, and executive officers were timely filed.
 

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
 

Pursuant to the Audit Committee’s charter, the Audit Committee conducts a review of all related party transactions for potential conflict of interest situations
on an ongoing basis. The Company may not enter into a related party transaction unless the transaction is approved by the Audit Committee. A transaction is
considered a “related party transaction” if the transaction would be required to be disclosed herein pursuant to Item 404 of Regulation S-K. There have been
no material related party transactions since July 1, 2013, nor are any currently proposed.
 

AUDIT COMMITTEE REPORT
 

The Audit Committee reviewed and discussed the Company’s audited financial statements for the fiscal year ended June 30, 2018 with the Company’s
management, and discussed with Haskell & White LLP, the Company’s independent registered public accounting firm, the matters required to be discussed by
the Public Company Accounting Oversight Board Auditing Standard No. 1301, “Communications with Audit Committees”. The Audit Committee received
the written disclosures from Haskell & White LLP required by applicable requirements of the Public Company Accounting Oversight Board regarding
independent accountant communications with audit committees concerning independence and discussed with Haskell & White LLP its independence. Based
on the Audit Committee’s above described review and discussions, the Audit Committee recommended to the Board of Directors that the audited financial
statements for the fiscal year ended June 30, 2018, be included in the Company’s Annual Report on Form 10-K for such fiscal year for filing with the SEC.
 

Members of the Audit Committee
 

Joe E. Davis, Chairman
Alan G. Dunn
Alan J. Lane

 
The Audit Committee Report above is not considered proxy-soliciting material, is not deemed to be filed with the SEC or subject to Regulation 14A or the
liabilities of Section 18 of the Securities Exchange Act of 1934, as amended, and shall not be deemed incorporated by reference by any general statement
incorporating by reference this proxy statement into any filing with the SEC, except to the extent we specifically incorporate this information by reference.
 

ANNUAL REPORT
 
Our Annual Report on Form 10-K for the fiscal year ended June 30, 2018 (“2018 Annual Report”), as filed with the SEC, excluding exhibits, is being mailed
to stockholders with this proxy statement. We will furnish any exhibit to our 2018 Annual Report free of charge to any stockholder upon written request to the
Company at 1535 Faraday Avenue, Carlsbad, California 92008. The 2018 Annual Report is not incorporated in, and is not a part of, this proxy statement and
is not proxy-soliciting material. We encourage you to review the 2018 Annual Report, and any later information that we file with the SEC and other publicly
available information.
 

 



 
 

STOCKHOLDER PROPOSALS
 
Stockholders who wish to submit a proposal for inclusion in our proxy materials to be distributed in connection with next year’s annual meeting must submit
their proposal so that we receive it no later than the close of business on August 12, 2019. Any such proposal must be in accordance with the requirements of
Rule 14a-8 under the Securities Exchange Act of 1934, as amended. Pursuant to such rule, simply submitting a proposal does not guarantee that it will be
included in our proxy materials.
 
In accordance with our Restated Certificate of Incorporation, to be properly brought before an annual meeting, a stockholder must deliver timely notice of any
matter the stockholder wishes to present. To be timely, we must receive the notice at least 60 days before the original scheduled meeting date. However, if we
provide less than 70 days’ notice or prior public disclosure of the meeting date, to be timely we must receive the notice before the close of business on the
10th day following the earlier of the day on which we mailed notice of the meeting date or the day on which we publicly disclosed the meeting date. To be in
proper form, the notice must be in writing and include the specified information set forth in Article Fifteenth of our Restated Certificate of Incorporation.
 
All proposals and notices should be sent by certified mail, return receipt requested, to Natural Alternatives International, Inc., 1535 Faraday Avenue,
Carlsbad, California 92008, Attn: Mr. Kenneth Wolf, Secretary. We reserve the right to reject, rule out of order, or take other appropriate action with respect to
any proposal or matter that does not comply with these and other applicable requirements.
 

HOUSEHOLDING OF PROXY MATERIALS
 
The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery requirements for proxy statements and annual
reports with respect to two or more stockholders sharing the same address by delivering a single proxy statement and annual report addressed to those
stockholders. This process, which is commonly referred to as “householding,” potentially means extra convenience for stockholders and cost savings for
companies.
 
Brokers with account holders who are the Company’s Stockholders may be “householding” the Company’s proxy materials. A single Proxy Statement may be
delivered to multiple Stockholders sharing an address unless contrary instructions have been received from the affected Stockholders. If you have received
notice from your broker that it will be “householding” communications to your address, “householding” will continue until you are notified otherwise or until
you revoke your consent. If, at any time, you no longer wish to participate in “householding” and would prefer to receive a separate Proxy Statement and
annual report, please notify your broker. If you currently receive multiple copies of the Proxy Statement and annual report at your addresses and would like to
request “householding” of your communications, you should contact your broker.
 
Please note that only one Proxy Statement and annual report may be delivered to two or more Stockholders who share an address, unless the Company has
received instructions to the contrary. To request a separate copy of this Proxy Statement and annual report or for instructions as to how to request a separate
copy of this document and annual report or as to how to request a single copy if multiple copies of this document and annual report are received, Stockholders
should contact the Company at the address and phone number set forth below.
 
Requests should be directed to the Company at 1535 Faraday Avenue, Carlsbad, California 92008. Copies of these documents may also be accessed
electronically by means of the SEC’s home page on the Internet at http://www.sec.gov.
 

OTHER MATTERS
The Board of Directors does not know of any other matters that will be presented for consideration at the Annual Meeting. If any other matters are properly
brought before the Annual Meeting or any adjournment thereof, the proxy holders named in the accompanying proxy card will have discretionary authority to
vote all proxies in accordance with their best judgment with respect to any such matters.
 

By Order of the Board of Directors
Carlsbad, California
October 24, 2018
 

 



 
 

 
 



 
 


