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DIAMOND HILL INVESTMENT GROUP, INC.
ANNUAL LETTER TO SHAREHOLDERS

March 12, 2018

Dear Fellow Shareholders:

“In the long run, delivering excellent investment returns for our clients will help to generate growth in our business and
attract new clients and additional investments for us to manage.” That sentence opened our letter to shareholders over a
decade ago and continues to be our primary business mindset today. Serving our clients over the long term is the key
to continued success for the various constituencies of Diamond Hill.

On that score, we continue to be generally pleased that a majority of our long-term partners have benefited from both
strong market tailwinds as well as our active approach to the management of their capital. Additionally, the team at
Diamond Hill is working diligently to improve all aspects of our business, and I believe we are progressing in many
key areas. Attracting and retaining highly skilled people, effectively partnering with clients, and continuing to operate
our business in a highly efficient manner are critical and ongoing pieces of building and sustaining an outstanding
asset management organization. We are keenly focused on each of those essential organizational attributes.

As noted above, we aim to operate our business in an efficient manner. We accomplish this primarily through
substantially lower administrative and operating costs than peers. As evidenced by the results of our annual
participation in the McLagan Partners and Casey Quirk Investment Management Industry Business Benchmarking
Study, we are pleased that our spending on the Administration and Operations function is well into the lowest quartile,
and our spending on the Sales and Marketing function is roughly in line with the industry median. However, Diamond
Hill’s allocation of resources to the Investment Management function placed us in the top quartile relative to peers.

In many respects this structure was born out of necessity but it remains an important part of the way we operate our
business today. We are fortunate that: 1) we have intentionally structured the management and leadership of the
organization such that we have fewer purely managerial roles than is typical; 2) we have maintained strict personal
trading policies (which helps not only to greatly align interests, but also to reduce the complexity and costs of
compliance); and 3) we operate in a relatively low-cost geography. These traits, along with an outstanding
Administration & Operations team, largely explains our comparatively efficient operating structure which in turn
allows us to allocate more than average resources to the Investment Management function.

From inception we have put our fiduciary duty to clients at the top of our priority list. And while our operating model
has evolved slightly over time, we remain well-positioned to maintain our strong commitment to the investment
function and our focus on providing excellent results for clients.

Key Developments

•

Our family of fixed income strategies now manage over $1 billion as clients increasingly appreciate our expertise in
that important asset class. All four of our fixed income strategies have provided excellent returns for our clients. Our
experienced portfolio managers, operating in a structure that has been optimized for the ever-changing nature of the
fixed income markets, are finding ample opportunities to add value.
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•

We introduced our first non-domestic strategy at year end; the Diamond Hill Global Fund invests in both domestic
and international stocks. This is an important step for our whole firm, and it began over seven years ago with our
growing research team and their desire to approach their coverage responsibilities from a global perspective. The
benefits have been twofold: 1) a better understanding of the global dynamics affecting the various industries covered
at Diamond Hill; and 2) the ability to identify new investment opportunities outside of the U.S. We are pleased with
the enhanced knowledge base, increased idea generation, and the potential to serve clients interested in strategies that
include international securities.

•
For the twelfth time in the last fourteen years, we lowered the administrative fees across the Diamond Hill Funds. As
we have grown our lineup of funds and our overall level of AUM in those funds, we continue to share the benefits of
scale with fund shareholders. Our total fee levels across our lineup of strategies continues to be very competitive.

•

Mutual fund assets exceeded $16 billion at year-end, while total assets under management grew to $22.3 billion.
 While stronger markets were clearly a tailwind, we again saw positive flows during the year despite a challenging
environment for active managers.  These net inflows are likely a result of excellent investment performance as well as
our focus on identifying strong prospects, communicating effectively, and ultimately collaborating with clients that
share our long-term perspective.

Financial Results: Shareholder Value

Diamond Hill Investment Group generated revenue of $145 million in 2017 compared with $136 million in 2016 and
$67 million in 2012 (referencing our typical five-year time horizon). Assets under management finished the year at
$22.3 billion, up 15% from 2016 and up 137% from 2012 as a result of the strong U.S. equity market along with net
inflows into our strategies.

We generated net operating income of $67 million in 2017, an increase of 6% over 2016, and our operating margin of
46% was in line with the operating margin in 2016. By far our largest expense is the compensation of our associates.
Included in this line item is a significant amount of variable incentive compensation, which can fluctuate from year to
year. A variety of factors influence incentive compensation including the investment results generated for our clients,
individual employee contributions, and overall Company performance.

Importantly, we have increased shareholder value as measured by growth in tangible book value, dividends paid, and
change in stock price. Over the past five years, Diamond Hill’s tangible book value per share increased $42.83 per
share and the Company paid $25 per share in dividends. The dividends paid plus the increase in tangible book value
per share equals $67.83 per share, which represents one measure of change in shareholder value. While tangible book
value is a component of intrinsic value, the percentage of intrinsic value it represents varies considerably between
companies.

This analysis is comparable to another popular measure, total shareholder return (TSR), which takes into account both
cash returned to shareholders and change in stock price. For Diamond Hill, this equates to approximately 28.41%
annualized over the past five years. A premise of our investment philosophy is that market price and intrinsic value
often differ, sometimes substantially. Thus, we believe the most relevant measure of value creation, in addition to cash
returned to shareholders, is the change in Diamond Hill’s intrinsic value.

Capital Allocation

The Board of Directors and management regularly review various factors to determine whether we have capital in
excess of that required for the business and the appropriate use of any excess capital.  The factors considered include
our investment opportunities, capital needed for investment strategies, risks, and future dividend and capital gain tax
rates.  Evaluating management’s stewardship of capital for shareholders is a central part of our investment discipline
that we practice for our clients.  We hold ourselves to the same standard.
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An important use of capital is seeding new strategies or adding capital to existing strategies to help them achieve
critical mass.  As of December 31, 2017 we had roughly $95 million invested in our various strategies.  We have
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also retained flexibility in the timing and amount of these investments by maintaining a healthy cash balance over the
past several years.

After consideration of seeding new or existing strategies, special dividends and share buybacks are two additional
capital allocation considerations.  2017 marked the tenth consecutive year that the Company has paid a special
dividend. The Board of Directors, with input from Company management, carefully reviews this decision on an
annual basis and is focused on the optimal long-term use of capital. Historically, due to the relatively low trading
volume in our shares, coupled with limitations on the daily volume that we are allowed to purchase, the Company has
not engaged in share buybacks.  With the general increase in trading volume over the past year, this strategy could be
considered in the future. Importantly, we will only engage in share repurchases if we believe it to be accretive to the
intrinsic value of the Company’s shares.  In other words, just as we intend to do in our various investment strategies,
we are interested in buying at a discount to our estimate of fair value.

Outlook

Diamond Hill has grown significantly since its founding in the Spring of 2000. An experienced and highly skilled
team finding and serving well-aligned clients has been at the heart of that success. Prospectively, we intend to
continue our history of operating efficiently and investing in outstanding people that allow us to meet our fiduciary
duty to clients.  Accomplishing that critical task will generate continued growth and value creation for all
stakeholders.

Sincerely,
Chris Bingaman
Chief Executive Officer
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Diamond Hill Investment Group, Inc.
325 John H. McConnell Boulevard, Suite 200
Columbus, Ohio 43215

March 12, 2018

Dear Shareholders:

We cordially invite you to attend the 2018 Annual Meeting of Shareholders of Diamond Hill Investment Group, Inc.
to be held at The Eye Center of Columbus, 262 Neil Ave., Columbus, Ohio 43215, on Wednesday, May 2, 2018, at
10:00 a.m. Eastern Daylight Saving Time.

The attached Notice of Annual Meeting and Proxy Statement describe the formal business to be transacted at the
meeting. During the meeting, we will also report on our operations and our directors and officers will be present to
respond to any appropriate questions you may have. On behalf of the Board of Directors, we urge you to sign, date
and return the enclosed proxy card as soon as possible, even if you currently plan to attend the Annual Meeting. This
will not prevent you from voting in person, but will ensure that your vote is counted if you are unable to attend the
Annual Meeting. Your vote is important, regardless of the number of shares you own.

Sincerely,
Christopher M. Bingaman
Chief Executive Officer
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Diamond Hill Investment Group, Inc.
325 John H. McConnell Boulevard, Suite 200, Columbus, Ohio 43215

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 2, 2018

Notice is hereby given that the 2018 Annual Meeting of Shareholders (the “Annual Meeting”) of Diamond Hill
Investment Group, Inc. (the “Company”), will be held at The Eye Center of Columbus, 262 Neil Ave., Columbus, Ohio
43215, on Wednesday, May 2, 2018, at 10:00 a.m. Eastern Daylight Saving Time to consider and act upon the
following matters:

1)the election of five directors to serve on the Company’s Board of Directors until the Company’s 2019 Annual
Meeting of Shareholders and until their successors have been duly elected and qualified;

2)the ratification of the appointment of KPMG LLP as the Company’s independent registered public accounting firm
for the fiscal year ending December 31, 2018;

3)a non-binding, advisory resolution to approve the compensation of the Company’s named executive officers; and
4)such other business as may properly come before the Annual Meeting or any adjournment thereof.

Action may be taken on the foregoing proposals at the Annual Meeting or at any adjournment of the Annual Meeting.
The Board of Directors has fixed the close of business on March 5, 2018, as the record date for determining the
shareholders entitled to vote at the Annual Meeting and any adjournments thereof. Please complete, sign and date the
enclosed proxy card, which is solicited by the Company’s Board of Directors, and mail it promptly in the enclosed
envelope. Alternatively, you may vote by phone or electronically over the Internet in accordance with the instructions
on the enclosed proxy card. Returning the enclosed proxy card, or transmitting voting instructions electronically
through the Internet or by telephone, does not affect your right to vote in person at the Annual Meeting. If you attend
the Annual Meeting you may revoke your proxy and vote in person if your shares are registered in your name.

PROMPTLY RETURNING YOUR PROXY WILL SAVE THE COMPANY THE EXPENSE OF MAKING
FURTHER REQUESTS FOR PROXIES IN ORDER TO OBTAIN A QUORUM. WHETHER OR NOT YOU PLAN
TO ATTEND THE ANNUAL MEETING, PLEASE COMPLETE, SIGN, DATE AND RETURN THE ENCLOSED
PROXY CARD IN THE ENCLOSED POSTAGE-PAID ENVELOPE. ALTERNATIVELY, REFER TO THE
INSTRUCTIONS ON THE PROXY CARD TO TRANSMIT YOUR VOTING INSTRUCTIONS VIA THE
INTERNET OR BY TELEPHONE.

By order of the Board of Directors,
Gary R. Young, Secretary

Columbus, Ohio
March 12, 2018
IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE 
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MAY 2, 2018: 
The Proxy Statement and the Company’s 2017 Annual Report on Form 10-K are available without charge at the
following location:
http://www.diamond-hill.com/proxy
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Diamond Hill Investment Group, Inc.
325 John H. McConnell Boulevard, Suite 200
Columbus, Ohio 43215

PROXY STATEMENT
FOR THE ANNUAL MEETING OF SHAREHOLDERS OF
DIAMOND HILL INVESTMENT GROUP, INC.
TO BE HELD ON MAY 2, 2018

This Proxy Statement is being furnished to the shareholders of Diamond Hill Investment Group, Inc., an Ohio
corporation (the “Company”, “we”, “us” or “our”), in connection with the solicitation of proxies by our Board of Directors (the
“Board”) for use at our 2018 Annual Meeting of Shareholders (the “Annual Meeting”) to be held at 10:00 a.m. Eastern
Daylight Saving Time on May 2, 2018, and any adjournment thereof. A copy of the Notice of Annual Meeting
accompanies this Proxy Statement. This Proxy Statement and the enclosed proxy are first being mailed to shareholders
on or about March 12, 2018. Only our shareholders of record at the close of business on March 5, 2018, the record
date for the Annual Meeting, are entitled to notice of, and to vote at, the Annual Meeting.

The purposes of this Annual Meeting are:

1)to elect five directors to serve on our Board until our 2019 Annual Meeting of Shareholders and until their
successors have been duly elected and qualified;

2)to consider and vote upon a proposal to ratify the appointment of KPMG LLP (“KPMG”) as our independent
registered public accounting firm for the fiscal year ending December 31, 2018;

3)to consider and vote upon a non-binding, advisory resolution to approve the compensation of our named executive
officers; and

4)to transact such other business that may properly come before the Annual Meeting or any adjournment thereof.

Those common shares represented by (i) properly signed proxy cards received by us prior to the Annual Meeting or
(ii) properly authenticated voting instructions recorded electronically over the Internet or by telephone prior to
7:00 p.m. Eastern Daylight Saving Time on May 1, 2018 and, in each case, that are not revoked, will be voted at the
Annual Meeting as directed by the shareholders. If a shareholder submits a valid proxy and does not specify how the
common shares should be voted, they will be voted as recommended by the Board.  The proxy holders will use their
best judgment regarding any other matters that may properly come before the Annual Meeting.
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QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING

Q:When and where will the Annual Meeting take place? 

A:The Annual Meeting will be held at The Eye Center of Columbus, 262 Neil Ave., Columbus, Ohio 43215, on
Wednesday, May 2, 2018, at 10:00 a.m. Eastern Daylight Saving Time.

Q:What may I vote on?

A:At the Annual Meeting, you will be asked to consider and vote upon:
•the election of five directors to serve on the Board until our 2019 Annual Meeting of Shareholders;

•the ratification of the appointment of KPMG LLP as our independent registered public accounting firm for the fiscal
year ending December 31, 2018; and
•a non-binding, advisory resolution to approve the compensation of our named executive officers.

Q:What do I need to do now? 

A:

After carefully reading this Proxy Statement, indicate on the enclosed proxy card how you want your shares
to be voted and sign and mail the proxy card promptly in the enclosed envelope. Alternatively, you may
vote by phone or over the Internet in accordance with the instructions on your proxy card. The deadline for
transmitting voting instructions over the Internet or telephonically is 7:00 p.m. Eastern Daylight Saving
Time on Tuesday, May 1, 2018. If you vote by phone or over the Internet you do not need to return a proxy
card. You should be aware that if you vote over the Internet or by phone, you may incur costs associated
with electronic access, such as usage charges from Internet service providers and telephone companies.

Q:What does it mean if I get more than one proxy card?

A:

If your shares are registered in more than one account, you will receive more than one proxy card. If you intend to
vote by mail, please sign, date and return all proxy cards to ensure that all your shares are voted. If you are a record
holder and intend to vote by telephone or over the Internet, you must do so for each individual proxy card you
receive.

Q:What is the difference between holding shares as a shareholder of record and as a beneficial owner? 

A:
Many shareholders are beneficial owners, meaning they hold their shares in “street name” through a broker, bank or
other nominee. As summarized below, there are some distinctions between shares held of record and those owned
beneficially.

Shareholder of Record. For shares registered directly in your name with our transfer agent, you are considered the
shareholder of record and we are sending this Proxy Statement and related materials directly to you. As a shareholder
of record, you have the right to vote in person at the Annual Meeting or you may grant your proxy directly to the
Board’s designees by completing, signing and returning the enclosed proxy card, or transmitting your voting
instructions over the Internet or by phone.

Beneficial Owner. For shares held in “street name,” you are considered the beneficial owner and this Proxy Statement
and related materials are being forwarded to you by your broker, bank or other nominee, who is the shareholder of
record. As the beneficial owner, you have the right to direct your broker or other nominee on how to vote your shares.
Your broker or nominee will provide you with information on the procedures you must follow to instruct them how to
vote your shares or how to revoke previously given voting instructions.
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Q:If my shares are held in “street name” by my broker, will my broker vote my shares for me? 

A:

Your broker will vote your shares in the manner you instruct, and you should follow the voting instructions your
broker has provided to you. However, if you do not provide voting instructions to your broker, it may vote your
shares in its discretion on certain “routine” matters. The ratification of the appointment of KPMG as our independent
registered public accounting firm for the 2018 fiscal year is considered routine, and if you do not submit voting
instructions, your broker may choose, in its discretion, to vote or not vote your shares on the ratification. None of
the other matters to be voted on at the Annual Meeting are routine, and your broker may not vote your shares on
those matters without your instructions.

Q:May I revoke my proxy or change my vote after I have mailed a proxy card or voted electronically over the Internet
or by telephone? 

A:Yes. You can change your vote at any time before your proxy is voted at the Annual Meeting. If you are the record
holder of the shares, you can do this in three ways:

1
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•send a written statement to Gary R. Young, our Secretary, stating that you would like to revoke your proxy, which
must be received prior to the Annual Meeting;

•
send a newly signed and later-dated proxy card, which must be received prior to the Annual Meeting, or submit
later-dated electronic voting instructions over the Internet or by telephone no later than 7:00 p.m. Eastern Daylight
Saving Time on May 1, 2018; or

•
attend the Annual Meeting and either revoke your proxy in person prior to the start of voting at the Annual Meeting or
vote in person at the Annual Meeting (attending the Annual Meeting will not, by itself, revoke your proxy or a prior
Internet or telephone vote).

If you are a beneficial owner, you may change your vote by submitting new voting instructions to your broker or
nominee. You should review the instructions provided by your broker or nominee to determine the procedures you
must follow.

Q:Can I vote my shares in person at the Annual Meeting? 

A:

You may vote shares held of record in person at the Annual Meeting. If you choose to attend, please bring the
enclosed proxy card and a form of identification. If you are a beneficial owner and you wish to attend the Annual
Meeting and vote in person, you will need a signed proxy from your broker or other nominee giving you the right to
vote your shares at the Annual Meeting and a form of identification. To obtain directions to attend the Annual
Meeting and vote in person, please call Gary Young, Secretary, at (614) 255-3333 or visit the Company’s website,
http://www.diamond-hill.com/contact/.

Q:How will my shares be voted if I submit a proxy without voting instructions? 

A:If you submit a proxy and do not indicate how you want your shares voted, your proxy will be voted on the
proposals as recommended by the Board. The Board’s recommendations are set forth in this Proxy Statement.

Q:Who can answer my questions about how I can submit or revoke my proxy or vote by phone or via the Internet? 

A:
If you are a record holder and have more questions about how to submit your proxy, please call Gary Young,
the Company's Secretary, at (614) 255-3333. If you are a beneficial owner, you should contact your broker or
other nominee to determine the procedures you must follow.

PROCEDURAL MATTERS

Record Date

Only our shareholders of record at the close of business on March 5, 2018, the record date, will be entitled to vote at
the Annual Meeting. As of the record date, there were 3,509,577 of our common shares outstanding and entitled to be
voted at the Annual Meeting.

Proxy

Your shares will be voted at the Annual Meeting as you direct on your signed proxy card or in your telephonic or
Internet voting instructions. If you submit a proxy card without voting instructions, it will be voted as recommended
by the Board. The Board's recommendations are set forth in this Proxy Statement. The duly appointed proxy holders
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will vote in their discretion on any other matters that may properly come before the Annual Meeting.

Voting

A shareholder may cast one vote for each outstanding share held by the shareholder on each separate matter of
business properly brought before the Annual Meeting. If you hold shares in street name, we encourage you to instruct
your broker or other nominee as to how to vote your shares.

Director elections.  Votes that shareholders cast "FOR" a director-nominee must exceed the votes that shareholders
cast "AGAINST" a director-nominee for the individual to be elected. Please also see the discussion of our "Majority
Voting" provisions within Proposal 1.

2
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Ratification of selection of KPMG.  The affirmative vote of the holders of a majority of the shares present at the
Annual Meeting, in person or by proxy, and entitled to be voted on the proposal is required to ratify the selection of
KPMG as the Company’s independent registered public accounting firm for fiscal year 2018.

Advisory approval of named executive officer compensation.  The affirmative vote of the holders of a majority of the
shares present at the Annual Meeting, in person or by proxy, and entitled to be voted on the proposal is required for
non-binding shareholder advisory approval of the compensation of the Company’s named executive officers.

Effect of broker non-votes and abstentions.  Under the applicable regulations of the Securities and Exchange
Commission (the “SEC”) and the rules of the exchanges and other self-regulatory organizations of which the brokers are
members, brokers who hold common shares in street name for beneficial owners may sign and submit proxies and
may vote our common shares on certain “routine” matters. The ratification of KPMG is considered routine. Under
applicable stock exchange rules, brokers are not permitted to vote without instruction in the election of directors. In
addition, SEC regulations prohibit brokers from voting without customer instruction on the approval of named
executive officer compensation. Proxies that are signed and submitted by brokers that have not been voted on certain
matters are referred to as “broker non-votes.”

Neither broker non-votes nor abstentions will have any effect on the election of directors. Abstentions will have the
same effect as a vote against the ratification of the appointment of KPMG and the advisory approval of named
executive officer compensation, but broker non-votes will have no effect on those proposals.

Quorum

Business can be conducted at the Annual Meeting only if a quorum, consisting of at least the holders of a majority of
our outstanding shares entitled to vote, is present, either in person or by proxy. Abstentions and broker non-votes will
be counted toward establishing a quorum. If a quorum is not present at the time the Annual Meeting is convened, a
majority of the shares represented in person or by proxy may adjourn the Annual Meeting to a later date and time,
without notice other than announcement at the Annual Meeting. At any such adjournment of the Annual Meeting at
which a quorum is present, any business may be transacted which might have been transacted at the Annual Meeting
as originally called.

Solicitation; Expenses

We will pay all expenses of the Board’s solicitation of the proxies for the Annual Meeting, including the cost of
preparing, assembling and mailing the Notice, form of proxy and Proxy Statement, postage for return envelopes, the
handling and expenses for tabulation of proxies received, and charges of brokerage houses and other institutions,
nominees or fiduciaries for forwarding such documents to beneficial owners. We will not pay any electronic access
charges associated with Internet or telephonic voting incurred by a shareholder. We may solicit proxies in person or
by telephone, facsimile or e-mail. Our officers, directors and employees may also assist with solicitation, but will
receive no additional compensation for doing so.

No person is authorized to give any information or to make any representation not contained in this Proxy Statement,
and you should not rely on any such information or representation. This Proxy Statement does not constitute the
solicitation of a proxy in any jurisdiction from any person to whom it is unlawful to make such proxy solicitation in
such jurisdiction. The delivery of this Proxy Statement shall not, under any circumstances, imply that there has not
been any change in the information set forth herein since the date of this Proxy Statement.

Requests for Proxy Statement and Annual Report on Form 10-K; Internet Availability
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Our Annual Report on Form 10-K for the year ended December 31, 2017, including audited consolidated financial
statements, accompanies this Proxy Statement but is not a part of the proxy solicitation material. We are delivering a
single copy of this Proxy Statement and the Form 10-K to multiple shareholders sharing an address unless we have
received instructions from one or more of the shareholders to the contrary. We will promptly deliver a separate copy
of the Proxy Statement and/or Form 10-K, at no charge, upon receipt of a written or oral request by a record
shareholder at a shared address to which a single copy of the documents was delivered. Written or oral requests for a
separate copy of the documents, or to provide instructions for delivery of documents in the future, may be directed to
Gary R. Young, Secretary of the Company, at 325 John H. McConnell Boulevard, Suite 200, Columbus, Ohio 43215
or by phone at (614) 255-3333. Additionally, this Proxy Statement and our Annual Report on Form 10-K are available
on the internet free of charge at: http://www.diamond-hill.com/proxy.

3
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth beneficial ownership of our common shares as of the record date, March 5, 2018, by (a)
all persons known by us to beneficially own five percent or more of the Company’s outstanding shares, (b) each
director of the Company, (c) our Chief Executive Officer, Chief Financial Officer, and Chief Operating Officer, and
(d) all of our executive officers, directors, and nominees as a group. Although not required, we have also voluntarily
disclosed all common shares beneficially owned by all other employees of the Company, excluding our executive
officers. Unless otherwise indicated, the named persons exercise sole voting and dispositive power over the shares
listed. None of the named persons hold any outstanding options to acquire our common shares, and none of the named
persons have pledged any common shares of the Company as security.

Name of Beneficial Owner
Amount and Nature
of Beneficial
Ownership

Percent of
Class(1)

Christopher M. Bingaman 43,835 (2) 1.2 %
R. H. Dillon 83,102 (2) 2.4 %
Randolph J. Fortener 6,000 *
James F. Laird 28,000 *
Thomas E. Line 6,874 (2) *
Paul A. Reeder III 8,000 *
Bradley C. Shoup 7,300 *
Frances A. Skinner 6,989 *
Lisa M. Wesolek 33,766 (2) *
Directors, nominees, and executive officers as a group (9 persons) 223,866 6.4 %
All other employees of the Company (111 persons) 494,134 (3) 14.1 %
5% Beneficial Owners
BlackRock, Inc.(4) 230,121 6.6 %
Wells Fargo & Company (5) 212,432 6.1 %
_______________

(1)
Beneficial ownership of less than one percent is represented by an asterisk (*). The percent of class is based upon
the number of shares beneficially owned by the named person divided by 3,509,577, which was the total number of
shares that were issued and outstanding as of March 5, 2018.

(2)

Includes 3,175 shares, 3,561 shares, 546 shares, and 1,330 shares for Mr. Bingaman, Mr. Dillon, Mr. Line, and Ms.
Wesolek, respectively, that are held in the Diamond Hill Investment Group 401(k) Plan and Trust (the "401(k)
Plan"), over which the Trustee of the 401(k) Plan possess the voting power and which are subject to restrictions on
the power to dispose of these shares.

(3)

Includes all employees of Diamond Hill Investment Group, Inc. and its subsidiaries as of March 5, 2018, excluding
executive officers and Mr. Dillon. Each employee has sole voting power. Certain shares are subject to restrictions
on the power to dispose of the shares. The employees do not constitute a Group as defined by Rule 13d-1 of the
Exchange Act. Includes 52,641 shares held in the 401(k) Plan, over which the Trustee of the 401(k) Plan possess
the voting power and which are subject to restrictions on the power to dispose of these shares.

(4)

The address for BlackRock, Inc. is 40 East 52nd Street, New York, NY 10022, based on information contained in a
Schedule 13G/A filed with the SEC on January 29, 2018, by BlackRock, Inc. In this Schedule 13G/A, BlackRock,
Inc. reported sole voting power over 224,022 shares and sole dispositive power over 230,121 shares on behalf of
the following subsidiaries: BlackRock Advisors, LLC, BlackRock Asset Management Canada Limited, BlackRock
(Netherlands) B.V., BlackRock Fund Advisors, BlackRock Asset Management Ireland Limited, BlackRock
Institutional Trust Company, N.A., BlackRock Financial Management, Inc., BlackRock Asset
ManagementBlackRock Fund Advisors, and BlackRock Investment Management, LLC.

(5)The address for Wells Fargo & Company is 420 Montgomery Street, San Francisco, CA 94163, based on
information contained in a Schedule 13G/A filed with the SEC on January 29, 2018, by Wells Fargo & Company.

Edgar Filing: DIAMOND HILL INVESTMENT GROUP INC - Form DEF 14A

17



In this Schedule 13G/A, Wells Fargo & Company reported sole voting and dispositive power over 2,649 shares,
shared voting power over 97,286 shares, and shared dispositive power over 209,782 shares on behalf of the
following subsidiaries: Wells Fargo Clearing Services, LLC, Wells Fargo Advisors Financial Network, LLC, Wells
Fargo Funds Management, LLC, Analytic Investors, LLC, and Wells Fargo Bank, N.A.

4
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our executive officers and directors, and any persons who beneficially own
more than ten percent of the Company’s shares (the "Reporting Persons"), to file with the SEC initial reports of
beneficial ownership on Form 3 and reports of changes in beneficial ownership on Form 4 and Form 5 by specified
deadlines. Reporting Persons are required by SEC regulations to furnish to the Company copies of all Section 16(a)
reports they file with the SEC. Based solely upon a review of the Forms 3, 4 and 5 furnished to the Company and
statements made by Reporting Persons that no other Section 16(a) reports were required to be filed by them, we
believe that the Reporting Persons complied with all filing requirements applicable to them with respect to
transactions during the fiscal year ended December 31, 2017 and through the date of this Proxy, except that the
Company filed two late Forms 4 on Mr. Dillon's behalf.

PROPOSAL 1 — ELECTION OF DIRECTORS

The Board guides the strategic direction of the Company and oversees its management. All of our directors are elected
annually. Pursuant to the recommendation of the Nominating and Governance Committee, the Board has nominated
the five nominees listed below for election, all of whom are incumbents, to hold office until the next annual meeting
of shareholders and until their respective successors are elected and qualified. If any nominee becomes unable or
unwilling to serve between the date of this proxy statement and the Annual Meeting, proxies will be voted FOR the
election of a replacement recommended by the Nominating and Governance Committee and approved by the Board.

Effective April 2, 2018, Frances A. Skinner, who has been a director of the Company since 2010, will become a
full-time employee of the Company, serving as Chief Administrative Officer-Investments.  In connection with that
employment decision, the Board of Directors has determined not to nominate Ms. Skinner to another term as a
director. She will serve on the Board until her term expires upon the election of directors at the 2018 Annual Meeting.

Majority Voting

In 2017, our shareholders adopted amendments to the Company's Amended and Restated Articles of Incorporation
and Amended and Restated Code of Regulations to implement majority voting for the election of our directors. As a
result of these amendments, in an uncontested election, a nominee will not be elected unless he or she receives more
“FOR” votes than “AGAINST” votes. In addition, pursuant to the Board's Corporate Governance Guidelines, any director
who fails to obtain the required vote in an uncontested election will be expected to submit his or her resignation to the
Board. The Board will then decide, after considering the Nominating and Governance Committee's recommendation,
whether to accept or decline the resignation, or decline the resignation with conditions. The Board will make any such
decision within 90 days following the Shareholder Annual meeting date. Plurality voting will apply to any contested
elections.

Director Independence

The Board has determined that, with the exception of Mr. Dillon, all of our nominees are independent under the rules
and independence standards of The NASDAQ Stock Market (“NASDAQ”), as well as applicable SEC requirements.
Ms. Skinner ceased to be independent as of January 1, 2018. There are no family relationships among our directors
and executive officers.

The Nominees

The Board has determined that all of our director nominees are qualified to serve as directors of the Company. In
addition to the specific business experience listed below, each of our director nominees has the tangible and intangible
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skills and attributes that we believe are required to be an effective director of the Company, including experience at
senior levels in areas of expertise helpful to the Company, a willingness and commitment to assume the
responsibilities required of a director, and the character and integrity we expect of our directors. The specific
qualifications of each individual nominee are set forth under his name below.

R. H. Dillon, CFA, age 61, has been a director of the Company since 2001 and chairman since 2015. He served as the
CEO of the Company from 2000 to 2015 and continues to serve as a portfolio manager. Mr. Dillon has over 40 years
of experience in the investment management industry.

5
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Mr. Dillon received his BS and MA from The Ohio State University and his MBA from University of Dayton. Mr.
Dillon also holds the Chartered Financial Analyst designation.

Mr. Dillon’s qualifications to serve on the Board include his 15 years of experience as CEO and a portfolio manager of
the Company, his in-depth knowledge and involvement in our operations and his more than 40 years of experience as
an investment professional.

Randolph J. Fortener, age 64, has been an independent director of the Company since 2013, is the chair of the Audit
Committee, serves on the Nominating and Governance Committee and the Compensation Committee, and is an audit
committee financial expert, as defined by the SEC. Since 2014, Mr. Fortener has been the CEO of Cozzins Road
Capital, a private investment firm. As CEO of Cozzins Road Capital, Mr. Fortener directs all investment and
acquisition activity for the company. Previously, Mr. Fortener worked at the Crane Group, a private holding and
management company, based in Columbus, Ohio, from 1990 to 2014 and served as the president of Crane Investment
Company from 2007 to 2014. Prior to joining the Crane Group, Mr. Fortener was a partner at Deloitte & Touche LLP,
a big four accounting firm, providing services to investment banking firms. Mr. Fortener also specialized in estate and
tax planning for privately held businesses while with Deloitte. Mr. Fortener has over 40 years of business experience,
with an emphasis on corporate acquisitions and investments.

Mr. Fortener received a BS in accounting from The University of Findlay and an MBA in finance from the University
of Dayton and is a Certified Public Accountant (inactive).

Mr. Fortener’s qualifications to serve on the Board include his substantial experience in accounting and financial
matters, including his significant experience as a certified public accountant and his experience on other corporate
boards.

James F. Laird, CPA, age 61, has been a director of the Company since 2011, is the chair of the Compensation
Committee, serves on the Audit Committee and the Nominating and Governance Committee, and is an audit
committee financial expert, as defined by the SEC. Mr. Laird also serves as the Lead Independent Director. Mr. Laird
served as Secretary of the Company from 2001 to 2017 and as the Chief Financial Officer and Treasurer of the
Company and President of Diamond Hill Funds from 2001 to 2014. Mr. Laird retired from the Company on December
31, 2014 and is considered an independent director effective January 1, 2018. Mr. Laird has over 30 years of
experience in the investment management industry.

Mr. Laird received his BS in Accounting from The Ohio State University, is a Certified Public Accountant, and
previously held the Series 7, 24, 26, 27 and 63 securities licenses with the Financial Industry Regulatory Authority.

Mr. Laird’s qualifications to serve on the Board include his 13 years of experience as CFO of the Company, his
in-depth knowledge and involvement in our operations and his more than 30 years of experience in the financial,
operational, administrative, and distribution aspects of the investment management industry.

Paul A. Reeder, III, age 56, has been an independent director of the Company since 2015 and serves on the Audit
Committee, the Nominating and Governance Committee, and the Compensation Committee, and is an audit
committee financial expert, as defined by the SEC. Mr. Reeder has been the President of PAR Capital Management, a
private investment management firm, since 1990.

Mr. Reeder received his BA from Oberlin College and his Master’s degree from the Sloan School of Management at
MIT.
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Mr. Reeder’s qualifications to serve on the Board include his substantial experience of over 30 years in the investment
management industry as an analyst, portfolio manager, and a principal executive of a private investment partnership.

Bradley C. Shoup, age 59, has been an independent director of the Company since 2012, is the chair of the
Nominating and Governance Committee, serves on the Audit Committee and the Compensation Committee, and is an
audit committee financial expert, as defined by the SEC. Mr. Shoup has been Chief Financial Officer of NeuVida
Resources LLC since 2017. He was a Partner at Falcon Fund Management Ltd. from 2013 to 2016. From 2011 to
2013, Mr. Shoup was Managing Director of Cox Partners, Inc. From 2007 to 2011, Mr. Shoup was Chief Investment
Officer of Armstrong Equity Partners LP.

Mr. Shoup received his BS in Civil Engineering with Distinction from the University of Kansas and his Master’s
degree from the Sloan School of Management at MIT.

6
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Mr. Shoup’s qualifications to serve on the Board include his over 30 years of experience in corporate finance and the
investment management industry, including his experience on other corporate boards.

THE BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE ELECTION OF R. H. DILLON,
RANDY J. FORTENER, JAMES F. LAIRD, PAUL A. REEDER, III, AND BRADLEY C. SHOUP AS DIRECTORS
OF THE COMPANY.

7
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THE BOARD OF DIRECTORS AND COMMITTEES

The Board held a total of four meetings during the year ended December 31, 2017. Each director attended all of the
meetings of the Board and its committees of which he or she was a member. Consistent with our Corporate
Governance Guidelines, the directors met in executive session at each regularly scheduled Board meeting in 2017.
Our Corporate Governance Guidelines provide that all directors are expected to attend each annual meeting of
shareholders. All of our then incumbent directors attended our 2017 Annual Meeting of Shareholders.

Corporate Governance

The Board has three standing committees: the Audit Committee, the Compensation Committee, and the Nominating
and Governance Committee. The Board has adopted a written charter for each Committee. Current copies of each
committee charter and our Corporate Governance Guidelines are available on our website, ir.diamond-hill.com, under
the heading “Corporate Governance” on the right hand side of the site.

Pursuant to rules promulgated under the Sarbanes-Oxley Act of 2002, the Board has adopted a Code of Ethics for
Principal Executive and Senior Financial Officers. This code is intended to deter wrongdoing and promote honest and
ethical conduct, full, timely and accurate reporting, compliance with laws, and accountability for adherence to the
code, including internal reporting of code violations.

We also have a Code of Business Conduct and Ethics that is applicable to all of our employees and directors, a copy
of which was filed as an exhibit to our Annual Report on Form 10-K filed with the SEC on March 7, 2014. It is our
policy to require all employees to participate annually in continuing education and training relating to the Code of
Business Conduct and Code of Ethics.

We also have established a policy prohibiting our officers, directors, and employees from purchasing or selling shares
of the Company while in possession of material, nonpublic information, or otherwise using such information for their
personal benefit or in any manner that would violate applicable laws and regulations. The policy also prohibits all
employees and directors from purchasing or selling any derivative arrangement related to securities of the Company
or engaging in any speculative, short selling, or hedging activities related to securities of the Company that may have
a similar economic effect.

Audit Committee

Mr. Fortener, Mr. Laird (effective January 1, 2018), Mr. Reeder, and Mr. Shoup serve on the Audit Committee, which
met four times during 2017. Mr. Fortener serves as the Chair of the Audit Committee. The Board has determined that
each of these committee members meets the independence and financial literacy rules and standards of the SEC and
NASDAQ. The Board also has concluded that each of Mr. Fortener, Mr. Laird, Mr. Reeder, and Mr. Shoup also meets
the criteria to be an audit committee financial expert as defined by the SEC. Ms. Skinner served on the Audit
Committee until she resigned from the committee on April 26, 2017.

The primary purpose of the Audit Committee is to assist the Board in fulfilling its oversight responsibilities with
respect to the retention of our independent registered public accounting firm, including appointing and overseeing the
terms of its engagement and its performance, qualifications and independence, and the integrity of our financial
statements, other financial information provided to shareholders, and our internal control structure. The Audit
Committee also reviews all related person transactions for potential conflicts of interest on an ongoing basis, and all
such transactions must be approved by the Audit Committee. Additional information on the approval of related person
transactions is available under the heading “Certain Relationships and Related Person Transactions” below. The report
of the Audit Committee appears below the heading “AUDIT COMMITTEE REPORT.”
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Compensation Committee

Mr. Fortener, Mr. Laird (effective January 1, 2018), Mr. Reeder, and Mr. Shoup, serve on the Compensation
Committee. Mr. Laird serves as the Chair of the Compensation Committee. The Board has determined that each of
these committee members meets the independence criteria of the SEC and NASDAQ. The Committee met two times
during 2017. Ms. Skinner served as the Chair of the Compensation Committee until she resigned from the committee
on July 26, 2017. Mr. Shoup served as the interim Chair of the Compensation Committee from July 27, 2017 to
December 31, 2017.
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The primary purpose of the Compensation Committee is to review and approve the Company’s executive
compensation policies, evaluate the performance of our executive officers in light of corporate goals and objectives
approved by the Compensation Committee, approve the annual salaries, bonuses, stock grants and other benefits,
direct and indirect, of our executive officers, make recommendations to the full Board with respect to incentive
compensation plans and equity-based plans and determine director and committee member/chair compensation for
non-employee directors. The Compensation Committee also administers our equity and other incentive plans. The
Compensation Committee has delegated to management the ability to make stock grants to our employees within
specific parameters to align the interests of our shareholders and our employees and to promote employee retention,
and long-term employee ownership. A description of the Company’s processes and procedures for the consideration
and determination of executive officer compensation are discussed under the heading “Compensation Discussion and
Analysis” below.

Nominating and Governance Committee

Mr. Fortener, Mr. Laird (effective January 1, 2018), Mr. Reeder, and Mr. Shoup serve on the Nominating and
Governance Committee, which met twice during 2017. Mr. Shoup serves as the Chair of the Nominating and
Governance Committee. The Board has determined that each of these committee members meets the independence
criteria of NASDAQ. Ms. Skinner served on the Committee through December 31, 2017.

The primary purpose of the Nominating and Governance Committee is to maintain and cultivate the effectiveness of
the Board and oversee the Company’s governance policies. Among the committee’s responsibilities are Board and
committee composition, director qualifications, director orientation and education, and Board evaluations. The
Nominating and Governance Committee identifies, evaluates, and nominates Board candidates; reviews compliance
with director stock ownership guidelines; and oversees procedures regarding shareholder nominations and other
shareholder communications to the Board. The Nominating and Governance Committee is also responsible for
monitoring compliance with and recommending any changes to the Company’s Corporate Governance Guidelines.
Additional information regarding the committee’s activities can be found under the heading “Corporate Governance.”

Board Committee Membership

The following table summarizes the membership of the Board and each of its committees, and the number of times
each met during 2017.

Director Audit Compensation Nominating and
Governance

R. H. Dillon — — —
Randolph J. Fortener Chair Member Member
James F. Laird — — —
Paul A. Reeder, III Member Member Member
Bradley C. Shoup Member Member Chair
Frances A. Skinner1 Member Chair Member
Number of Meetings in 2017 4 2 2

1
Frances Skinner resigned from Audit Committee and Compensation Committee effective April 26, 2017 and July 26,
2017, respectively. She attended 100% of the committee meetings that took place while she was a member of each
committee.

The following table summarizes the membership of each of its committees effective January 1, 2018:

Director Audit Compensation Nominating and
Governance

Randolph J. Fortener Chair Member Member
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James F. Laird Member Chair Member
Paul A. Reeder, III Member Member Member
Bradley C. Shoup Member Member Chair
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Compensation of Directors

The Compensation Committee is responsible for periodically reviewing and recommending to the Board the
compensation of our non-employee directors. At the discretion of the Board, directors are eligible to receive
stock-based awards under the Diamond Hill Investment Group, Inc. 2014 Equity and Cash Incentive Plan (the “2014
Plan”). The Compensation Committee has determined that the use of long-term cliff vesting restricted stock awards as
the sole form of compensation for our non-employee directors is the most appropriate way to further align the interests
of our directors with the long-term interests of our shareholders. These restricted stock grants are intended to
compensate the directors for a long period of time and are intended to fully compensate directors for their services as
directors and as members of committees of the Board. After the restricted stock grants vest, to further align the
interests of our directors and shareholders, our Corporate Governance Guidelines prohibit the shares from being sold
while the director remains on the Board, except that shares may be sold within the year the grants vest to pay taxes
due as a result of the vesting. The following table sets forth information regarding the compensation earned by, or paid
to, directors who served on our Board in 2017.

2017 Director Compensation(1)

Name

Fees
Earned or
Paid in
Cash

Stock
Awards (2)

All Other
Compensation Total

R. H. Dillon (3) $500,000$ 300,000 $ 28,200 $828,200
Randolph J. Fortener $— $ — $ — $—
James F. Laird $20,000 $ — $ — $20,000
Paul A. Reeder, III $— $ — $ — $—
Bradley C. Shoup (4) $— $ 725,760 $ — $725,760
Frances A. Skinner (5) $— $ 568,026 $ 80,000 $648,026
_______________
(1) Omits those columns where no compensation was awarded or earned.

(2) Represents the full grant-date fair value computed by multiplying the total shares granted by the closing price of
the shares on the grant date.

(3)

Mr. Dillon is Chairman of the Board of Directors and is also a non-executive employee of the Company. The
compensation shown in this table relates solely to Mr. Dillon's role as an employee of the Company. Mr. Dillon's
cash compensation included $200,000 in base salary and $300,000 in discretionary bonus. He also received
$24,000 in 401k Plan contributions and $4,200 in health savings account contributions.

(4) Mr. Shoup's stock award is intended to represent his sole compensation as a director of the Company for the period
of May 1, 2017 through his scheduled retirement on April 30, 2022.

(5)

Ms. Skinner's stock award was initially intended to represent her sole compensation as a director of the Company
for the period of January 1, 2017 through her scheduled retirement on April 30, 2020. The Board has not yet made
a determination regarding the impact of Ms. Skinner's employment with the Company and the subsequent
departure from the Board on the vesting of this stock award. The $80,000 in "All Other Compensation" reflects
amounts paid to Ms. Skinner for her services as a consultant to the Company with respect to compensation and
performance measurement services.

On January 1, 2016, the Company entered into an Employment Agreement with Mr. Dillon in consideration of his
employment as a portfolio manager. For more information on this agreement, see the discussion under the heading
"Employment Agreements and Change in Control Benefits".

10
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Outstanding Stock Grants to Directors

The below table shows the amount of unvested restricted stock grants outstanding to directors as of December 31,
2017 and the service period covered by the grant. All of these grants vest in full at the conclusion of the applicable
service period.

Name
Shares
GrantedApproximate Service Period Service Period

Covered
Grant-Date
Fair Value

Grant
Date

Vesting
Date

Randolph J. Fortener 6,000 Five Years 4/24/13 – 4/30/18$452,940 4/30/134/30/18
James F. Laird 8,000 Ten Years 4/30/15 – 4/30/25$1,125,7602/27/154/30/25
Paul A. Reeder, III 8,000 Ten Years 4/30/15 – 4/30/25$1,457,6004/30/154/30/25
Frances A. Skinner (1) 2,700 Three Years 1/1/17 – 4/30/20 $568,188 1/1/17 4/30/20
Bradley C. Shoup 3,700 Five Years 5/1/17 – 4/30/22 $745,920 5/1/17 4/30/22
_______________

(1)

Ms. Skinner's stock award was initially intended to represent her sole compensation as a director of the Company
for the period of January 1, 2017 through her scheduled retirement on April 30, 2020. The Board has not yet made
a determination regarding the impact of Ms. Skinner's employment with the Company and the subsequent
departure from the Board on the vesting of this stock award.

Ownership and Retention Guidelines

Our Corporate Governance Guidelines generally prohibit shares granted to our directors as compensation from being
sold while the director remains on the Board, except for sales of shares to pay taxes due upon vesting. Therefore, we
expect each non-employee director to hold for his or her entire term of service on the Board all of the shares granted to
the director as compensation.
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CORPORATE GOVERNANCE

The Nominating and Governance Committee has general oversight responsibility for assessment and recruitment of
new director candidates, as well as evaluation of director and board performance and oversight of our governance
matters. The Nominating and Governance Committee has adopted Corporate Governance Guidelines and reviews
them annually. The most current version of the Guidelines is available on our website, ir.diamond-hill.com, under
“Corporate Governance” on the right hand side of the site.

Board Leadership and Composition

The Chairman approves Board agendas and schedules, chairs all executive sessions of the directors, acts as the liaison
between the directors and management, oversees the information distributed in advance of Board meetings, is
available to the Secretary to discuss and, as necessary, respond to shareholder communications to the Board, and calls
meetings of the directors.

The Board appointed Mr. Laird as Lead Independent Director effective January 1, 2018. The responsibilities of the
Lead Independent Director include all of the duties of Chairman when the Chairman is not present.

Currently, four of our five director nominees are independent under NASDAQ standards. In addition, the Nominating
and Governance Committee, the Audit Committee, and the Compensation Committee are all comprised entirely of
independent directors. Overall, we believe that our Board structure is designed to foster critical oversight, good
governance practices, and the interests of the Company and its shareholders.

Among other things, the Corporate Governance Guidelines address term limits of each director. Although we have a
10 year service limit for non-employee directors, the Guidelines authorize the Board to make exceptions to this
limitation and permit directors to serve for an additional year, and the Board has made such exceptions in the past.

Board’s Role in Risk Oversight

The Board’s role in our risk oversight process includes receiving regular reports from members of senior management
on areas of material risk to the Company, including client investment results, and operational, financial, legal,
regulatory and strategic risks. The Audit Committee is responsible for overseeing risks relating to our accounting
matters, financial reporting and legal and regulatory compliance. To satisfy these oversight responsibilities, the Audit
Committee meets regularly with management and the Company’s independent registered public accounting firm. The
Compensation Committee is responsible for overseeing risks relating to employment policies and our compensation
and benefits programs. To satisfy these oversight responsibilities, the Compensation Committee meets regularly with
management to understand the implications of compensation decisions, particularly the risks that our compensation
policies pose to our finances and our relationship with employees.

Executive Leadership Team

The Company has established an Executive Leadership Team and three divisional leadership teams. The members of
the Executive Leadership Team include Mr. Bingaman, Mr. Line, and Ms. Wesolek. Members of the Executive
Leadership Team lead the three divisional leadership teams as indicated below:

Mr. Bingaman, CEO – Investment Leadership Team
Mr. Line, CFO – Administration Leadership Team
Ms. Wesolek, COO – Distribution Leadership Team
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and effective organizational structure for the Company.
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Director Orientation and Continuing Education and Development

When a new independent director joins the Board, the Company provides a formal orientation program to provide the
new director with an understanding of our operations and financial condition. In addition, each director is expected to
maintain the necessary level of expertise to perform his or her responsibilities as a director. To assist the directors in
maintaining such level of expertise, we may, from time to time, offer continuing education programs in addition to
briefings during Board meetings relating to the competitive and industry environment and the Company’s goals and
strategies.

Director Qualifications and the Nominations Process

The Nominating and Governance Committee believes that the nominees presented in this proxy statement would
constitute a Board with an appropriate level and diversity of experience, education, skills, and independence. The
Nominating and Governance Committee routinely considers the current composition of the Board and whether
changes should be made or additional directors should be added.

The Nominating and Governance Committee supervises the nomination process for directors. It considers the
performance, independence, background, experience, gender and other forms of diversity, as well as other
characteristics of our incumbent directors, including their willingness to serve, and any change in their employment or
other circumstances in considering their nomination each year. We do not have any formal policy regarding diversity
in identifying nominees for a directorship, but rather we consider it among the various factors relevant to any
particular nominee and the overall needs of the Board. In the event that a vacancy exists or the Company decides to
increase the size of the Board, the Nominating and Governance Committee will identify, interview, examine, and
make recommendations to the Board regarding appropriate candidates.

The Nominating and Governance Committee identifies potential candidates principally through suggestions from our
directors and senior management. The committee may also seek candidates through informal discussions with third
parties. We have not historically retained search firms to help identify director candidates and did not do so in
identifying this year’s nominees.

In evaluating potential candidates, the Nominating and Governance Committee considers, among other factors,
independence from management, experience, expertise, commitment, diversity, number of other public company
board and related committee seats held, potential conflicts of interest, and the composition of the Board at the time of
the assessment. Additionally, all potential nominees must:

•demonstrate strong character and integrity;
•have sufficient time to carry out their duties;

•have experience at senior levels in areas of expertise helpful to the Company and consistent with the objective of
having a diverse and well-rounded Board; and
•have the willingness and commitment to assume the responsibilities required of a director of the Company.

In addition, candidates expected to serve on the various Board committees must meet applicable independence and
financial literacy qualifications required by NASDAQ, the SEC, and other applicable laws and regulations. The
evaluation process of potential candidates also includes personal interviews and discussions with appropriate
references. Once the Nominating and Governance Committee has selected a candidate, it recommends the candidate to
the full Board for election if a vacancy occurs or is created by an increase in the size of the Board during the course of
the year, or for nomination if the director is to be first elected by our shareholders. All directors serve for one-year
terms and must stand for reelection annually.
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The Nominating and Governance Committee does not currently have any specific policies regarding the consideration
of director candidates recommended by shareholders due to a historical absence of shareholder recommendations. In
the event of such a recommendation, the Nominating and Governance Committee would consider the recommendation
using the process and criteria set forth above. In the future, the Nominating and Governance Committee may in its
discretion adopt policies regarding the consideration of director candidates recommended by shareholders.
Shareholder recommendations for Board candidates must be directed in writing to the Company at 325 John H.
McConnell Boulevard, Suite 200, Columbus, Ohio 43215, Attention: Secretary, and must include the candidate’s
name, home and business contact information, detailed biographical data and qualifications, information regarding
any relationships between the candidate and the Company within the last three years, and evidence of the
recommending person’s ownership of our common shares.
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Certain Relationships and Related Person Transactions

The Board recognizes that related person transactions present a heightened risk of conflicts of interest. Although we
have no written policy with respect to related party transactions, because we had none in the recent past, until 2017,
the Audit Committee will review any potential related person transactions as they arise and are reported to the Board
or the Audit Committee, regardless of whether the transactions are reportable pursuant to Item 404. For any related
person transaction to be consummated or to continue, the Audit Committee must approve or ratify the transaction.

On April 25, 2017, the Audit Committee approved the retention of Ms. Skinner as a consultant to the Company to
provide compensation and performance measurement services. Under terms of the arrangement, the Company paid
Ms. Skinner $10,000 per month for the period of May through December of 2017.

Compensation Committee Interlocks and Insider Participation

The members of the Compensation Committee during 2017 were Mr. Fortener, Mr. Reeder, Mr. Shoup and Ms.
Skinner (until July 26, 2017). No director who served on the Compensation Committee during 2017 currently is, or
during 2017 was, an officer, employee or former officer of the Company or had any relationship during 2017
requiring disclosure by us under Item 404 of SEC Regulation S-K. During 2017, none of our executive officers served
as a member of the board of directors or compensation committee of any other company that has an executive officer
serving as a member of our Board or Compensation Committee.

14
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Executive Officers and Compensation Information

During 2017, Christopher M. Bingaman, Thomas E. Line, and Lisa M. Wesolek were the Company’s only executive
officers. Mr. Bingaman, Mr. Line and Ms. Wesolek’s experience is described below. Each executive officer devotes his
or her full time and effort to the affairs of the Company.

Christopher M. Bingaman, age 52, was named Chief Executive Officer of the Company effective January 1, 2016, has
been the President of the Company since 2014 and also serves as a Portfolio Manager. Mr. Bingaman joined Diamond
Hill in 2001. From 1997 to March 2001, Mr. Bingaman was a Senior Equity Analyst for Nationwide Insurance. In
1997, Mr. Bingaman was an Equity Analyst for Dillon Capital Management. From 1990 to 1997, Mr. Bingaman held
various positions at Fifth Third Bank, First Chicago NBD and NBD Bank. Mr. Bingaman has over 25 years of
experience in the investment management industry.

Mr. Bingaman received his Bachelor of Arts in Finance from Hillsdale College (cum laude) and his Master of
Business Administration from the University of Notre Dame. Mr. Bingaman holds the Chartered Financial Analyst
designation.

Thomas E. Line, age 50, is the Chief Financial Officer and Treasurer of the Company since 2015 and also serves as
Chief Executive Officer of the Diamond Hill Funds. Mr. Line joined Diamond Hill in 2014. Mr. Line served as a
Trustee and Chairman for Diamond Hill Funds from 2005 to 2014. From 2012 to 2014, Mr. Line was Chief Operating
Officer for Lancaster Pollard & Company. Mr. Line was Managing Director and Chief Financial Officer for Red
Capital Group from 2005 to 2012 and was Vice President and Treasurer from 2004 to 2005. From 2002 to 2004, Mr.
Line was President of Focused Financial Consulting, Inc. From 1998 to 2002, Mr. Line was Chief Operating Officer
for Meeder Financial, Inc. From 1996 to 1998, Mr. Line was Vice President and Treasurer for BISYS Fund Services,
Inc. Prior to 1996, Mr. Line spent seven years at KPMG in various roles. Mr. Line has over 25 years of experience in
the investment management industry.

Mr. Line has a Bachelor of Science in Accounting from Wake Forest University, and previously held the Series 27
securities license with the Financial Industry Regulatory Authority, and is a Certified Public Accountant (inactive).

Lisa M. Wesolek, age 54, has been the Chief Operating Officer of the Company since 2014. Ms. Wesolek joined
Diamond Hill in 2012. From 2008 to 2010, Ms. Wesolek was Senior Vice President, National Sales Manager for the
Asset Management Group at Wells Fargo Funds Management. From 2005 to 2008, Ms. Wesolek was Managing
Director and Head-Institutional Asset Management at Evergreen Investments Management. From 2004 to 2005, Ms.
Wesolek was Managing Director, West Region Head for JP Morgan Asset Management. From 1994 to 2004, Ms.
Wesolek was Managing Director for Banc One Investment Advisors Corporation. Ms. Wesolek has over 30 years of
experience in the investment management industry.

Ms. Wesolek received her Bachelor of Science in Finance from Franklin University and holds the Series 7, 24 and 63
securities licenses with the Financial Industry Regulatory Authority.

Compensation Discussion and Analysis

In our Compensation Discussion and Analysis, we:

•describe our compensation program objectives and how compensation for our named executive officers is determined;
and
•explain the tables and disclosures that follow.
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This Compensation Discussion and Analysis presents compensation information for the following individuals:

•Christopher M. Bingaman, who served as our Chief Executive Officer and President in 2017;
•Thomas E. Line, who served as our Chief Financial Officer and Treasurer in 2017; and
•Lisa M. Wesolek, who served as our Chief Operating Officer in 2017.
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Background

We are in the investment management industry. Human capital is the most important resource of companies in our
industry. Attracting and retaining employees can be more difficult in our industry than in others because of how
heavily our industry depends on the contributions of talented individuals. We have been able to attract and retain
high-quality employees due to:

•our investment-centric culture;
•employee ownership in our business;
•our central Ohio location; and
•the nationally-competitive compensation and benefits we offer to our employees.

Compensation, which is a critical element in a business dependent on talented employees, has a particularly
significant impact on profitability in industries like ours that are not capital intensive. This requires a balancing of the
economics between our operating profit margin and rewarding the employees who generate our profits and produce
investment results for our clients. As of March 5, 2018, our employees and directors owned approximately 21% of the
Company. In contrast, many competitor firms are owned entirely by their employees and many publicly-traded asset
managers are far less employee owned. Despite our unique ownership structure given our industry, we believe that
industry norms are helpful benchmarks for evaluating this balancing of economics.

At our 2017 Annual Meeting of Shareholders, our shareholders voted upon an advisory resolution to approve the
compensation of our named executive officers, which was approved by 99% of the votes cast on the matter. The
Compensation Committee of the Board (the “Committee”) believes that the results of the advisory vote on executive
compensation support our previous compensation practices and the Committee's overall judgment related to our
compensation practices. The Committee considered that endorsement in establishing the compensation of our
executive officers for 2017.

Compensation Program Objectives

We seek to attract and retain people with integrity, intelligence and energy. All of our employees are paid a
competitive base salary, provided with competitive benefits and participate in an annual cash and equity incentive
compensation program. The amount of individual incentive awards is based on an assessment of individual
performance, while the amount of the overall available incentive pool is based on (i) investment results in client
portfolios, (ii), overall firm operating results, (iii) market compensation data, and (iv) our profitability compared to
other investment management firms.

In addition to annual incentive compensation, upon commencing employment with the Company, all employees are
generally awarded equity grants as an incentive to their continued employment. Generally, these awards cliff vest after
five years of employment to promote employee retention and long-term employee ownership. We also seek to
increase employee ownership because we believe such ownership encourages employees to act and think like owners.
While compensation amounts differ depending upon position, responsibilities, performance and competitive data, we
seek to reward all employees with similar compensation components based on these objectives.

Rewards Based on Performance

Our primary business objective is to meet our fiduciary duty to clients. Specifically, our focus is on long-term,
five-year investment returns, with goals defined as rolling five-year periods in which client returns are sufficiently
above relevant passive benchmarks, rank in the top quartile of similar investment strategies, and exceed a sufficient
absolute return for the risk associated with the asset class. As it relates to our investment professionals, their
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compensation program is designed to reward performance that supports these objectives. The compensation program
varies for those employees who are not a part of our investment team, but is based on rewarding individual
performance that helps us meet our fiduciary duty to clients. We seek to fulfill our fiduciary duty to shareholders by
managing the firm and its assets to increase shareholder value over time. Over the past five years, our annualized total
shareholder return was 28.4% compared to a 14.1% return for the Russell 2000 Index.
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Compensation Setting Process

Role of the Compensation Committee. The Committee has the overall responsibility for evaluating and approving the
structure, operation and effectiveness of our compensation plans, policies and programs for all employees. The
Committee consists of Mr. Fortener, Mr. Laird (effective January 1, 2018), Mr. Reeder, and Mr. Shoup. Mr. Laird
serves as the Chair. Each member of the Committee is a “non-employee director” for purposes of Section 16(b) of the
Securities Exchange Act of 1934, and meets NASDAQ independence requirements. The Committee is specifically
charged to:

•

review and approve the corporate goals and objectives relevant to the compensation of the CEO, to evaluate the CEO’s
performance in light of these goals and objectives, and, based on this evaluation, make recommendations to the Board
for the independent directors to approve the CEO’s compensation level (including any long-term incentive or other
compensation under any incentive-based or equity-based compensation plan);

•review management’s recommendations and make recommendations to the Board with respect to director and other
non-CEO executive officer compensation;

•retain compensation consultants as it deems necessary to assist in its evaluation of director, CEO or other senior
executive compensation programs or arrangements;
•obtain advice and assistance as it deems necessary from internal or external legal, accounting or other advisors;

•
review management’s recommendations and make recommendations to the Board with respect to incentive-based
compensation and equity-based compensation plans and programs that are subject to Board approval, and that may be
applicable to all or any portion of the employees of the Company and/or its subsidiaries; and
•exercise all power and authority of the Board in the administration of equity-based incentive compensation plans.

The Committee considers the sum of all pay elements when reviewing annual compensation recommendations for the
named executive officers. Although the framework for compensation decision-making is tied to the Company’s overall
financial performance and the creation of long-term shareholder value, the Committee retains the discretion to make
recommendations to the Board for the independent directors to approve individual compensation based on other
performance factors, such as demonstrated management and leadership capabilities and the achievement of certain
investment results for client accounts and other strategic operating results.

Role of Management. The Company’s CEO evaluates the CFO and COO as part of our annual review process and
makes recommendations to the Committee regarding all elements of executive compensation paid to them. Changes in
executive compensation proposed by the CEO are based on the individual’s performance, the compensation of
individuals with comparable responsibilities in competing or similar organizations, and the profitability of the
Company. At the Committee’s request, management attends Committee meetings to provide general employee
compensation and other information to the Committee, including information regarding the design, implementation
and administration of our compensation plans. The Committee also meets in executive sessions without the presence
of any executive officer whose compensation the Committee is scheduled to discuss.

Use of Compensation Consultants and Surveys in Determining Executive Compensation. The Committee’s charter
gives it the authority to retain an independent outside executive compensation consulting firm to assist in evaluating
policies and practices regarding executive compensation and provide objective advice regarding the competitive
landscape. Historically, however, the Committee has not engaged compensation consultants, and did not do so in 2016
or 2017.

Each year the Committee obtains and summarizes an asset management industry pay analysis prepared by McLagan, a
compensation specialist focusing on the asset management industry. The companies in the McLagan analysis include
approximately 150 public and private asset management companies with which we compete. This analysis provides
the Committee with a general overview of compensation trends in the asset management industry. The Committee
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does not define a specific peer group, but rather takes a broad view of the analysis, including the types and amounts of
compensation paid generally by the companies surveyed. The Committee does not set any compensation elements or
levels based on targeting a certain percentile from the survey, but rather sets compensation that it believes to be both
competitive and based on the executive’s value to the Company. The survey is just one of many factors that the
Committee considers when determining executive compensation. Management and the Committee believe this broad
view of the analysis is appropriate because we compete with both public and private asset management firms
regardless of their size and scope of operations.
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Elements of Compensation

Base Salary. Base salaries for our named executive officers are intended to provide a fixed level of cash compensation
that is appropriate given the executive’s role in the organization. Generally, base salaries are determined by (i) scope of
responsibility and complexity of position, (ii) performance history, (iii) tenure of service, (iv) internal equity within
the Company’s salary structure, and (v) relative salaries of persons holding similar positions at other companies within
the investment management industry. Base salaries are designed to compensate knowledge and experience. Consistent
with our desire to have the majority of total compensation paid to named executive officers at risk in the form of
incentive compensation, a significant majority of total compensation of our executive officers was paid in the form of
either cash bonuses and/or long-term equity grants.

Annual Cash Bonuses. The Committee awarded a discretionary cash bonus to Mr. Bingaman, to reward him for his
strong performance and overall contributions to the Company in fiscal year 2017. The Committee believes a
discretionary cash bonus provided the Committee with the flexibility to consider all aspects of Mr. Bingaman’s
performance and contributions to the Company as CEO, President and Portfolio Manager. In determining the amount
of Mr. Bingaman’s cash bonus, the Committee considered the Company’s overall operating results for 2017, the
investment results in client portfolios, client service, overall contributions to the investment team, and broad market
compensation data.

The Committee awarded a discretionary cash bonus to Mr. Line to reward him for his strong performance and overall
contributions to the Company in fiscal year 2017. The Committee believes that a discretionary cash bonus provided
the Committee with the flexibility to consider all aspects of Mr. Line's performance and contributions to the Company
which, for a CFO and Treasurer, may not be as directly tied to our operating income. In determining the amount of
Mr. Line's cash bonus, the Committee considered the Company’s overall operating results for 2017, contributions by
Mr. Line that were not reflected in our operating results, and broad market compensation data.

The Committee awarded a discretionary cash bonus to Ms. Wesolek to reward her for her strong performance and
overall contributions to the Company in fiscal year 2017. The Committee believes a discretionary cash bonus provided
the Committee with the flexibility to consider all aspects of Ms. Wesolek's performance and contributions to the
Company. In determining the amount of Ms. Wesolek's cash bonus, the Committee considered the Company's overall
operating results for 2017, contributions by Ms. Wesolek that were not reflected in our operating results, and broad
market compensation data. The Committee also considered the fact that Ms. Wesolek has historically not received any
cash bonus due to the initial long-term restricted stock grant that was granted at her time of hire in 2012. Additional
information on this grant is available under the heading "Restricted Stock Award to Ms. Wesolek" below.

Restricted Stock Unit Award to Mr. Bingaman. In October 2015, the Committee awarded 13,000 shares of
performance-based restricted stock units (“PRSUs”) to Mr. Bingaman pursuant to the Company’s 2014 Plan covering the
performance period of January 1, 2016 through December 31, 2017. The grant called for 6,500 PRSUs to vest on each
of January 1, 2017 and January 1, 2018, respectively, if the Company’s annual operating profit for each calendar year
period (defined as the Company’s total revenue during each calendar year period excluding any investment income and
gains, less the Company’s total operating expenses during such period and any investment losses and all taxes)
exceeded $40,000,000. If the Company’s annual operating profit during in either calendar year period was less than
$40,000,000, a reduced number of PRSUs would vest on January 1st of 2017 or 2018, respectively, according to a
schedule that scaled down from 6,500 PRSUs at $40,000,000 in operating profit to zero PRSUs at or below $0 in
operating profit. Any PRSUs that did not vest would be forfeited. The performance conditions for both 2016 and 2017
were met. The first 6,500 PRSUs vested in full on January 1, 2017. The Company accelerated the vesting of the
second 6,500 PRSUs from January 1, 2018 to December 26, 2017 in order to take a tax deduction for the
compensation during 2017. All vested PRSUs settled in shares of the Company’s common stock on a 1-for-1 basis and
are subject to restrictions on sale or transfer for five years following the vesting date. This PRSU award comprised all
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of Mr. Bingaman’s equity-based compensation for 2016 and 2017.

Restricted Stock Unit Award to Mr. Line.  In December 2014, management granted 15,000 restricted stock units
("RSUs) to Mr. Line pursuant to the Company's 2014 Plan as long-term incentive compensation. Vesting of this award
is time based and 3,000 of these RSUs vest on each April 1st from 2015 through 2019. Each RSU that vests will be
settled in shares of the Company's common stock on a 1-for-1 basis. Upon vesting, the resulting shares will be subject
to restrictions on sale or transfer for an additional five years from each respective vesting date. Mr. Line was named
Chief Financial Officer and Treasurer effective January 1, 2015. Management believes this compensation structure
strongly aligns the long-term interests of Mr. Line with those of the Company and its shareholders. This RSU award is
intended to comprise all of Mr. Line's equity-based compensation for 2014 through 2018.

18

Edgar Filing: DIAMOND HILL INVESTMENT GROUP INC - Form DEF 14A

43



Table of Contents

Restricted Stock Award to Ms. Wesolek.  At the time of her hiring in July 2012, management granted Ms. Wesolek
40,000 shares of restricted stock as both an incentive to employment and as long-term incentive compensation.
Vesting of this award was time based at various times over the five-year period from grant date through July 2017.
Upon vesting, the shares became subject to further restrictions on sale or transfer for an additional five years from
each respective vesting date. Ms. Wesolek was hired to lead the sales, marketing, client service and distribution efforts
of the Company and was named Chief Operating Officer in 2014. Management believes this compensation structure
strongly aligns the long-term interests of Ms. Wesolek with those of the Company and its shareholders. This restricted
stock award comprised all of Ms. Wesolek’s incentive compensation for the five-year period of July 2012 through June
2017, and no additional cash or equity awards were granted to Ms. Wesolek during that period.

Retirement Plan Benefits. We provide retirement benefits through the 401(k) Plan. Each named executive officer is
entitled to participate in this plan on the same terms and conditions as all other employees. The 401(k) Plan does not
involve any guaranteed minimum or above-market returns, as plan returns depend on actual investment results.

Deferred Compensation Plans. We have two Deferred Compensation Plans: the Diamond Hill Fixed Term Deferred
Compensation Plan (the “Fixed Term Plan”) and the Diamond Hill Variable Term Deferred Compensation Plan (the
“Variable Term Plan”) (each individually, a "Plan", and collectively the “Deferred Compensation Plans”). Each named
executive officer is eligible to participate in one of the Plans, along with certain other persons employed by the
Company. The terms and conditions of the Plans are described in more detail under the heading “Pension Plans and
Non-Qualified Deferred Compensation” below.

Other Benefits and Perquisites. We do not provide supplemental retirement plan benefits to our named executive
officers. As a general rule, we do not provide any perquisites or other personal benefits to our named executive
officers that are not offered on an equal basis to all other employees. Our named executive officers are entitled to
participate in benefit programs that entitle them to the same medical, dental, and short-term and long-term disability
insurance coverage that are available to all employees.

Post-Employment Payments. No named executive officer has an employment contract or severance arrangement, and
we do not provide any post-employment payments to our named executive officers, other than pursuant to our 401(k)
Plan and Deferred Compensation Plans.

Section 162(m) of the Internal Revenue Code

Prior to December 22, 2017, when the Tax Cuts and Jobs Act of 2017 (“TCJA”) was signed into law, Section 162(m) of
the Internal Revenue Code generally disallowed a tax deduction to publicly held companies for compensation paid to
certain “covered employees” in excess of $1 million per covered employee in any year, except to the extent that the
compensation in excess of the limit qualified as performance-based. In connection with fiscal 2017 compensation
decisions, the Compensation Committee and the Board of Directors considered the potential tax deductibility of
executive compensation under Section 162(m) of the Internal Revenue Code and sought to qualify certain elements of
these applicable executives’ compensation as performance-based while also providing amounts and types of
compensation that would best fulfill the objectives of the Company’s compensation program.

Under the TCJA, the performance-based exception has been repealed and the $1 million deduction limit now applies
to (1) anyone serving as the chief executive officer or the chief financial officer at any time during the taxable year,
(2) the top three other highest compensated executive officers serving at the end of the taxable year, and (3) any
individual who had been a covered employee for any taxable year of the company that started after December 31,
2016.  However, the new rules do not apply to remuneration provided pursuant to a written binding contract in effect
on November 2, 2017 that is not modified in any material respect after that date.  Because of ambiguities and
uncertainties as to the application and interpretation of this transition relief, no assurance can be given that
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compensation intended to satisfy the requirements for exemption from Section 162(m) will avoid the deduction limit. 
We believe that the amount of compensation paid to our executive officers that can be deducted will decrease
compared to prior years.

The Board of Directors has not adopted a formal policy regarding tax deductibility of compensation paid to our
executive officers.  The Board of Directors may authorize compensation that might not be deductible, and may modify
compensation that was initially intended to be exempt from Section 162(m), if it determines that such compensation
decisions are in the best interests of the Company and its shareholders.
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Risks Related to Compensation Policies and Practices

As part of its oversight of our executive and non-executive compensation programs, the Compensation Committee
considers how our current compensation programs, including the incentives created by compensation awards, affect
the Company’s risk profile. In addition, the Committee reviews our compensation policies, and particularly the
incentives that they create, to determine whether they encourage an appropriate level of risk-taking and do not present
a significant risk to the Company. The Compensation Committee also considered the following risk mitigating factors:

•current compensation programs reward portfolio managers and research analysts on trailing five-year investment
performance in client accounts;
•a significant portion of incentive compensation is in the form of long-term equity-based awards;

•sale restriction periods on equity-based compensation awards encourage executives and other employees to focus on
the long-term performance of the Company;
•the Committee has discretionary authority to adjust annual incentive awards;

•the Company has internal controls over financial reporting and other financial, operational and compliance policies
and practices; and

• base salaries are consistent with executives’ responsibilities so that they are not motivated to take excessive
risks to achieve a reasonable level of financial security.

Based on this review, the Committee has concluded that our compensation policies and procedures are not reasonably
likely to have a material adverse effect on the Company.

Compensation Recoupment and Restitution Policy

Upon the recommendation of the Compensation Committee, our Board of Directors has adopted a compensation
recoupment and restitution policy that applies to all incentive compensation received by all employees, including our
named executive officers. Under the policy, we may recover all or a portion of incentive compensation (or pay out
additional incentive compensation) related to awards made after the adoption of the policy, in three general situations:

•
if, due to error or malfeasance, the previously determined incentive pool, or an individual award, is either too large (or
too small), then any overpayment made to an employee may, in the sole discretion of the Compensation Committee
and the Board, be returned to the Company or an additional payment may be made to an employee;

•
if an employee engages in fraud or misconduct that contributes to the need for a financial restatement, or violates any
law or regulation or any policy or procedure of the Company, then we may, in the sole discretion of the Compensation
Committee and the Board, recoup all or a portion of the employee’s incentive compensation; and

•

if the Compensation Committee determines that the Company's previously issued financial statements are restated as a
result of error, omission, fraud or non-compliance with financial reporting requirements, then we may recoup, in the
sole discretion of the Compensation Committee and the Board, all or a portion of the employee’s incentive
compensation.

The policy is intended to provide enhanced safeguards against certain types of employee misconduct and provide
enhanced protection to, and alignment with, shareholders. These provisions are in addition to any policies or recovery
rights that are provided under applicable laws, including the Sarbanes-Oxley Act of 2002 and the Dodd-Frank Wall
Street Reform and Consumer Protection Act. Since 2013, all awards have been subject to this policy.
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Stock Ownership Guidelines

The Board adopted stock ownership guidelines for our named executive officers to further align their interests with
those of our shareholders. The below table provides the target ownership level reflected in the guidelines and actual
shares owned as of December 31, 2017. Each named executive officer currently holds shares well in excess of the
amounts required under the guidelines.

Name Title
Target
Ownership
Level

Target
Number of
Shares(a)

Number of
Shares
Owned (b)

Ownership
Guideline Met

Christopher M. Bingaman CEO and President 5x Salary 7,258 32,678 Yes
Thomas E. Line Chief Financial Officer 3x Salary 2,903 12,766 Yes
Lisa M. Wesolek Chief Operating Officer 2x Salary 2,419 23,668 Yes
_______________

(a) Based on a per share price of $206.66 which was the closing price of our common shares on December 31, 2017,
and the respective base salaries of our named executive officers as of that date.

(b) Includes any unvested restricted stock and restricted stock units, as well as shares held in the 401k Plan.

Summary Compensation Table

The following table sets forth the total compensation paid to or earned by our named executive officers for services
rendered in the years indicated. Additional information on the elements of compensation included in the table below is
available under the “Compensation Discussion and Analysis” section.
Name
and Principal
Position

Year Salary Bonus(1) Stock Awards(3) All Other
Compensation(4) Total

Christopher M. Bingaman 2017 $300,000 $550,000 $ — $ 38,700 $888,700
Chief Executive Officer 2016 $300,000 $600,000 $ 2,360,860 (2) $ 38,100 $3,298,960
and President 2015 $250,000 $400,000 $ — $ 36,300 $686,300

Thomas E. Line 2017 $200,000 $225,000 $ — $ 29,600 $454,600
Chief Financial Officer 2016 $200,000 $225,000 $ — $ 29,600 $454,600
and Treasurer 2015 $200,000 $225,000 $ — $ 29,600 $454,600

Lisa M. Wesolek 2017 $250,000 $500,000 $ — $ 35,600 $785,600
Chief Operating Officer 2016 $250,000 $— $ — $ 35,600 $285,600

2015 $200,000 $— $ — $ 29,600 $229,600

___________________________________

(1)

For 2015 and 2016, Mr. Bingaman and Mr. Line were each granted a discretionary cash bonus award,
which was not based upon any pre-established performance goals. For 2017, Mr. Bingaman, Mr. Line and
Ms. Wesolek were each granted a discretionary cash bonus award, which was not based upon any
pre-established performance goals.

(2) This award represents 13,000 PRSUs awarded to Mr. Bingaman on January 1, 2016 as part of a long-term
performance-based incentive program under the 2014 Plan and constitutes the stock portion of Mr. Bingaman’s
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incentive compensation for the years 2016 and 2017. Of these 13,000 PRSUs, 6,500 vested on January 1, 2017 and
the other 6,500 vested on December 26, 2017, in each instance subject to the achievement of performance goals
established by the Compensation Committee and described above in the "Compensation Discussion and Analysis"
section.
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(3)
The value shown represents the full grant date fair value, which was determined by reducing the grant-date price of
the shares by the present value of the dividends expected to be paid on the underlying shares during the requisite
service period, discounted at the appropriate risk-free interest rate.

(4) The following types of compensation are included in the “all other compensation” column:

Name Year Contributions to
401k Plan(a)

Contributions to Health
Savings Account(a) Total

Christopher M. Bingaman 2017 $ 32,400 $ 6,300 $38,700
2016 $ 31,800 $ 6,300 $38,100
2015 $ 30,000 $ 6,300 $36,300

Thomas E. Line 2017 $ 24,000 $ 5,600 $29,600
2016 $ 24,000 $ 5,600 $29,600
2015 $ 24,000 $ 5,600 $29,600

Lisa M. Wesolek 2017 $ 30,000 $ 5,600 $35,600
2016 $ 30,000 $ 5,600 $35,600
2015 $ 24,000 $ 5,600 $29,600

(a) The Company contributions to the 401k Plan and employee Health Savings Accounts are offered to all employees
of the Company and its affiliates.

Pay Ratio Disclosure

The below table shows the ratio of the median annual total compensation of all Company employees (excluding the
chief executive officer) to the annual total compensation of the Company's chief executive officer. In determining the
median employee, a listing was prepared of all current employees as of December 31, 2017. To determine the median
employee, we included 2017 base salary and incentive compensation (annualized for those employees that were not
employed for the full year of 2017). Per disclosure requirements, once the median employee was identified, for
purposes of comparison to the CEO, we then calculated the compensation for that employee in the same manner as the
Total Compensation shown for our CEO in the Summary Compensation Table.
Median Employee total annual compensation (1) $472,260
Christopher M. Bingaman, CEO, total annual compensation $888,700

Ratio of CEO to Median Employee Compensation 1.88 : 1

(1) The compensation shown for the median employee includes $206,600 related to a five-year restricted stock award
granted on December 31, 2017. Absent this stock award, the median employee total compensation was $265,600.

Voluntary Supplement Pay Ratio Disclosure - GAAP Accounting

The compensation numbers presented in the below table use the actual compensation expense recorded by the
Company on its financial statements on Form 10-K ("GAAP Accounting"). Under GAAP Accounting, on the below
table long-term restricted stock awards are amortized over the vesting period of the award, as opposed to the above
table, which includes the entire grant date value in the year the award is granted. The below table shows the same
median employee as the above table.
Median Employee total annual compensation $265,600
Christopher M. Bingaman, CEO, total annual compensation (1) $2,053,240

Ratio of CEO to Median Employee Compensation 7.73 : 1
(1)
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6,500 Restricted Stock Units as discussed in the Compensation Discussion and Analysis section.
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Grants of Plan Based Awards for 2017

There were no incentive plan awards granted to named executive officers for the year ended December 31, 2017.

Outstanding Equity Awards at December 31, 2017

The following table summarizes all outstanding equity awards held by our named executive officers as of December
31, 2017.

Stock Awards

Name

Equity Incentive Plan 
Awards:
Number
of
Unearned
Shares
That
have
Not
Vested(1)

Equity Incentive Plan 
Awards:
Market or Payout
Value of
Unearned Shares That
Have
Not Vested(3)

Christopher M. Bingaman — $ —
Thomas E. Line 6,000 (2) $ 1,239,960
Lisa M. Wesolek — $ —
_______________

(1) The amount in this column represents RSUs awarded pursuant to the 2014 Plan, which are described in detail
above under the heading “Compensation Discussion and Analysis.”

(2) These RSUs are scheduled to vest in equal installments of 3,000 shares on each of April 1, 2018 and April 1, 2019,
subject to Mr. Line's continued employment with the Company on those respective dates.

(3) The amount in this column represents the value of the RSUs shown multiplied by $206.66, the closing market price
of our common shares as of December 29, 2017.

Option Exercises and Stock Vested for 2017

None of the named executive officers exercised any options during 2017. The following table sets forth information
with respect to stock awards that vested in 2017.

Stock Awards

Name Number of Shares
Acquired on Vesting

Value Realized
on Vesting

Christopher M. Bingaman 13,000 $ 2,707,120
Thomas E. Line 3,000 $ 583,650
Lisa M. Wesolek 5,000 $ 997,000

Pension Plans and Non-Qualified Deferred Compensation

We do not maintain any pension plans for named executive officers or other employees. We offer to our named
executive officers and certain other employees the opportunity to participate in two Non-Qualified Deferred
Compensation Plans: the Fixed Term Plan and the Variable Term Plan (the “Deferred Compensation Plans”).
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Deferrals of Incentive Compensation.

Pursuant to the Deferred Compensation Plans, participants may elect to defer up to 50% of the stock portion of their
annual incentive compensation and up to 100% of the cash portion of their annual incentive compensation for a plan
year (the calendar year). Generally, the participant must submit a deferral election by December 31 of the year before
the services are to be performed. After the applicable deadline, a deferral election is irrevocable for that plan year
except under circumstances set forth in the Deferred Compensation Plan.

None of the named executive officers contributed to the Deferred Compensation Plans, and none had a balance under
such plans as of December 31, 2017.
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Employment Agreements and Change in Control Benefits

On January 1, 2016, Mr. Dillon and Diamond Hill Capital Management, Inc., a wholly-owned subsidiary of the
Company, entered into an employment agreement setting forth the terms of his continued employment as a portfolio
manager. This employment agreement has a term of five years, subject to early termination. Mr. Dillon receives an
annual salary of $200,000 and is eligible to receive an annual bonus using the same criteria as applicable to the other
portfolio managers of the Company. Mr. Dillon is also entitled to an additional bonus based upon the net revenue of
an operating division to which he provides certain of his services. If Mr. Dillon’s employment is terminated without
cause, he will be entitled to one year’s base salary and a pro-rata portion of any incentive compensation. Mr. Dillon's
employment agreement has no provision for change in control benefits.

None of our named executive officers is party to an employment agreement with the Company, and there are no
agreements with such persons providing for change in control benefits or other post-employment compensation.

Compensation Committee Report

The Board’s Compensation Committee has submitted the following report for inclusion in this Proxy Statement:

We have reviewed and discussed the Compensation Discussion and Analysis contained in this Proxy Statement with
management. Based on that review and discussion, we recommended to the Board that the Compensation Discussion
and Analysis be included in this Proxy Statement and the Company’s Annual Report on Form 10-K for the year ended
December 31, 2017.  

Submitted by the Compensation Committee of the Board of Directors:

James F. Laird, Chair
Paul A. Reeder, III
Randolph J. Fortener
Bradley C. Shoup
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PROPOSAL 2 — RATIFICATION OF THE APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

The Audit Committee is directly responsible for the appointment, compensation, retention, and oversight of the
independent registered public accounting firm retained to audit the Company’s consolidated financial statements. To
carry out this responsibility, the Committee engages in an evaluation of the independent auditor's qualifications,
performance, and independence. The Committee also periodically considers whether the independent registered public
accounting firm should be rotated and the advisability and potential impact of selecting a different independent
registered public accounting firm.

The Audit Committee has reappointed KPMG LLP to serve as our independent registered public accounting firm for
2018. KPMG was first appointed to serve as our independent registered public accounting firm on October 24, 2012.

The Audit Committee and the Board of Directors believe that the continued retention of KPMG as our independent
registered public accounting firm is in the best interests of the Company and our shareholders, and we are asking our
shareholders to ratify the selection of KPMG as our independent registered public accounting firm for 2018, and may
or may not make any changes to such appointment.

Representatives of KPMG are expected to be present at the Annual Meeting and will have the opportunity to make a
statement, if they so desire, and respond to appropriate questions from shareholders.

THE BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE “FOR” THE RATIFICATION OF THE
APPOINTMENT OF KPMG AS OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR 2018. 

If Proposal 2 is not approved, the Audit Committee will reconsider the appointment of KPMG as our independent
registered public accounting firm for 2018.

Disclosure of Fees Charged by the Independent Registered Public Accounting Firm

The following table summarizes the fees billed by KPMG for services rendered to the Company and its subsidiaries
during 2017 and 2016.

Year 
Ended

Year 
Ended

12/31/2017 12/31/2016
Audit Fees(1) $ 204,100 $ 154,000
Audit-Related Fees(2) — 23,450
Tax Fees $ 44,400 $ 42,500
All Other Fees — —
Total Fees $ 248,500 $ 219,950
____________________

(1)

Audit Fees include professional services rendered for the audit of annual financial statements, reviews of quarterly
financial statements, issuance of consents, and assistance with review of other documents filed with the SEC. The
2017 amount includes $20,500 paid in 2017 related to the 2016 audit. The 2016 amount includes $9,000 paid in
2016 related to the 2015 audit.

(2) Audit-Related Fees for 2016 include services related to consultation on the sale of a subsidiary and to analysis on
the consolidation of proprietary mutual funds.
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Preapproval by Audit Committee

The Audit Committee has adopted policies and procedures which set forth the manner in which the committee will
review and approve all audit and non-audit services to be provided by the independent registered public accounting
firm (the “Services”) to ensure that the provision of the Services does not impair the firm’s independence. The
pre-approval policies and procedures are as follows:

•The Audit Committee has established a pre-approval fee cap of $25,000, under which any Services in excess of the
$25,000 fee cap must be submitted to the Audit Committee for review and pre-approval, and any Services less than
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the $25,000 fee cap must be approved by the Chief Financial Officer and then reported to the Audit Committee at its
next regularly scheduled meeting.
•Pre-approval actions taken during Audit Committee meetings are recorded in the minutes of the meetings.

Audit Committee Report

The Audit Committee is comprised of four independent directors operating under a written charter adopted by the
Board. Annually, the Audit Committee engages the Company’s independent registered public accounting firm. KPMG
served as the Company’s independent registered public accounting firm for the fiscal year ended December 31, 2017.

Management is responsible for preparation of the Company’s financial statements and for designing and maintaining
the Company’s systems of internal controls and financial reporting processes. The Company’s independent registered
public accounting firm is responsible for performing an audit of the Company’s consolidated financial statements in
accordance with standards of the Public Company Accounting Oversight Board (“PCAOB”) and issuing reports on the
Company’s financial statements and the effectiveness of the Company’s internal controls over financial reporting. The
Audit Committee’s responsibility is to provide independent, objective oversight of these processes.

Pursuant to this responsibility, the Audit Committee met and held discussions with management and KPMG regarding
the audited consolidated financial statements of the Company for the fiscal year ended December 31, 2017. The Audit
Committee reviewed the audit plan and scope with KPMG and discussed with KPMG the matters required by the
PCAOB Auditing Standard 16, as amended, – Communications with the Audit Committee. The Audit Committee also
met with KPMG without management present to discuss the results of their audit work, their evaluation of the
Company’s system of internal controls and the quality of the Company’s financial reporting.

The Committee also discussed with KPMG its independence from management and the Company, and received its
written disclosures and the letter from KPMG required by applicable requirements of the PCAOB regarding the
independent accountant’s communications with the audit committee concerning independence.

Management has represented to the Audit Committee that the Company’s consolidated financial statements for the year
ended December 31, 2017, were prepared in accordance with United States generally accepted accounting principles.
Based on the Audit Committee’s discussions with management and KPMG and its review of KPMG’s report to the
Audit Committee, the Audit Committee recommended to the Board of Directors (and the Board has approved) that the
audited consolidated financial statements be included in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2017, filed with the SEC.

Submitted by the Audit Committee of the Board of Directors:

Randolph J. Fortener, Chairman
James F. Laird
Paul A. Reeder, III
Bradley C. Shoup
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PROPOSAL 3 - ADVISORY VOTE ON THE COMPENSATION OF THE COMPANY’S NAMED EXECUTIVE
OFFICERS
The Dodd-Frank Wall Street Reform and Consumer Protection Act, enacted in July 2010, requires that we provide our
shareholders with the opportunity to vote to approve, on a non-binding, advisory basis, the compensation of our
executive officers identified in the Summary Compensation Table of this Proxy Statement (the “named executive
officers”).
As described in detail in the section entitled, “EXECUTIVE OFFICERS AND COMPENSATION INFORMATION,”
we believe that executive compensation should be linked with the Company’s performance and significantly aligned
with the interests of the Company’s shareholders. In addition, our executive compensation program is designed to
allow us to retain, and recognize the contributions of, employees who play a significant role in our current and future
success. We urge you to read the Compensation Discussion and Analysis, the Summary Compensation Table and the
other related tables and disclosure for a detailed description of the fiscal year 2017 compensation of our named
executive officers.
The vote on this resolution is not intended to address any specific element of compensation; rather, the advisory vote
relates to the overall compensation of our named executive officers. This vote is advisory and therefore not binding on
the Company. However, the Board and the Compensation Committee will review the voting results and will take into
account the outcome of the vote when determining future compensation for the Company’s named executive officers.
Accordingly, we ask our shareholders to vote on the following resolution:
“RESOLVED, that the Company’s shareholders approve, on an advisory basis, the compensation of the named
executive officers, as disclosed in the Company’s Proxy Statement for the 2018 Annual Meeting of Shareholders
pursuant to the compensation disclosure rules of the Securities and Exchange Commission, including the
Compensation Discussion and Analysis, the Summary Compensation Table and the other related tables and
disclosure.”

THE BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE “FOR” THE ADVISORY APPROVAL OF
THE COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS AS DISCLOSED IN THIS PROXY
STATEMENT PURSUANT TO THE COMPENSATION DISCLOSURE RULES OF THE SEC.
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ADDITIONAL INFORMATION

SHAREHOLDER COMMUNICATIONS WITH THE BOARD OF DIRECTORS

Given the Company’s relatively small size, our limited number of record shareholders, and the Board’s consistent
practice of being open to receiving direct communications from shareholders, the Board believes that it is not
necessary to implement, and we do not have, a formal process for shareholders to send communications to the Board.
Our practice is to forward any communication addressed to the full Board to the Chairman; to a group of directors, to
a member of the group; or to an individual director, to that person.

SHAREHOLDER PROPOSALS FOR 2019 ANNUAL MEETING

Shareholders are entitled to submit proposals on matters appropriate for shareholder action consistent with SEC rules
and our Code of Regulations. Should a shareholder wish to have a proposal appear in the Proxy Statement for next
year’s annual meeting, under applicable SEC rules, the proposal must be received by the Company’s Secretary on or
before November 12, 2018, and must otherwise comply with the requirements of Rule 14a-8 of the Exchange Act.

Our Regulations govern the submission of director nominations and other business proposals that a shareholder wishes
to have considered at an annual meeting of shareholders, but which are not included in our Proxy Statement for that
meeting. Under our Regulations, director nominations or other business proposals to be addressed at our next annual
meeting may be made by a shareholder entitled to vote who has delivered a notice to the Secretary of the Company
not later than the close of business on December 12, 2018 and not earlier than November 12, 2018. The notice must
comply with the procedures and requirements of our Regulations.

These advance notice provisions in our Regulations are in addition to, and separate from, the requirements that a
shareholder must meet in order to have a proposal included in the Proxy Statement under the rules of the SEC. A
proxy granted by a shareholder will give discretionary authority to the proxies to vote on any matters introduced
pursuant to the above advance notice provisions in our Regulations, subject to applicable SEC rules. A copy of our
Regulations may be obtained from the Secretary of the Company, Gary R. Young, at 325 John H. McConnell
Boulevard, Suite 200, Columbus, Ohio 43215 or by phone at (614) 255-3333.

SHAREHOLDERS SHARING THE SAME ADDRESS

The SEC has implemented rules regarding the delivery of proxy materials (i.e., annual reports, proxy statements,
proxy statements combined with a prospectus or any information statements provided to shareholders) to households.
This method of delivery, often referred to as “householding,” generally permits the Company to send a single annual
report and a single proxy statement to any household at which two or more different shareholders reside if the
Company believes such shareholders are members of the same family, unless the shareholder(s) have opted out of the
householding process. Each shareholder would continue to receive a separate notice of any meeting of shareholders
and proxy card. The householding procedure reduces the volume of duplicate information you receive and reduces
expenses. The Company has instituted householding. If (i) you wish to receive separate annual reports or proxy
statements, either this year or in the future, or (ii) members of your household receive multiple copies of the annual
report and proxy statement and you wish to request householding, you may contact the Company’s transfer agent,
Continental Stock Transfer & Trust Company at 17 Battery Place, New York, New York 10004, or by phone at (212)
509-4000, or write to Mr. Gary Young, Secretary, at 325 John H. McConnell Boulevard, Suite 200, Columbus, Ohio
43215, or by phone at (614) 255-3333.
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In addition, many brokerage firms and other holders of record have instituted householding. If your family has one or
more “street name” accounts under which our shares are beneficially owned, you may have received householding
information from your broker, financial institution or other nominee in the past. Please contact the holder of record
directly if you have questions, require additional copies of this Proxy Statement or Annual Report on Form 10-K or
wish to revoke your decision to household and thereby receive multiple copies. You should also contact the holder of
record if you wish to institute householding. These options are available to you at any time.
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OTHER BUSINESS

The Board knows of no other business to be acted upon at the Annual Meeting. However, if any other business
properly comes before the Annual Meeting, it is the intention of the persons named in the enclosed Proxy to vote on
such matters in accordance with their best judgment.

The prompt completion, execution, and delivery of your proxy card or your submission of voting instructions
electronically over the Internet or by telephone will be appreciated. Whether or not you expect to attend the Annual
Meeting, please complete and sign the proxy card and return it in the enclosed envelope, or vote your proxy
electronically via the Internet or telephonically.

By Order of the Board of Directors
Gary R. Young
Secretary
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