2019 ANNUAL REPORT
E N V I R O N M E N TA L , S O C I A L A N D G OV E R N A N C E

This report is intended for one-on-one presentations to institutional investors or investment professionals only.

This report details our commitments and
progress on responsible investment and
our formalized ESG integration program.
We hope this report will be a resource for
clients and the investment community,
and provide insight into our proprietary
approach to small and micro cap ESG.
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01 ABOUT US
A WORD FROM THE INVESTMENT TEAM
We are pleased to present to you Ranger Investments’ first annual report on environmental, social and
governance (“ESG”) research. Sixteen years ago, we sought to build a firm that would serve clients
by investing in high quality, growing companies. Since inception, our bottom up research process has
investigated companies’ ESG practices as part of this quest for quality.
Over the years, we have been driven to consistently improve in every aspect of our business, including
how we invest in stocks, how we manage and evaluate risk, and how we measure and engage with
management teams on ESG issues. Our culture of consistent improvement has led to a variety of
evolutionary improvements in the work that we do. Today, our risk management process has grown more
robust and our forensic accounting work is more systematic and thorough.
Our approach to ESG has followed a similar path. ESG research has always been an important part of our
process. Two years ago, we sought to take a more formal approach to our ESG work, and to hold ourselves
accountable in a manner that was more objective and measurable. In May 2018, we became a signatory to
the United Nations Principles for Responsible Investment (“PRI”). The PRI’s six principles, broadly speaking,
commit us to integrate ESG further and more formally into our process, and to serve as active owners with
our portfolio companies as it relates to ESG issues. In fact, in our 2019 management engagements, we
discussed ESG issues in over 75% of meetings. While we continue to be non-concessionary in our approach,
every company in your portfolio, and any we consider for investment, is subject to a full ESG report and
ongoing ESG evaluation.
Below you will find a year in review, ESG factor spotlight topics, and reports on both management
engagement and proxy voting. We hope you find it insightful, and as always, please do not hesitate to call
our Capital Markets Group at (214) 871 - 5244 if you have any questions, or if we can be a resource for your
own ESG research.
Best Regards,

CONR AD DOENGES,
CIO & PORTFOLIO MANAGER

ANDREW HILL,
PORTFOLIO MANAGER
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JOSEPH LABATE,
PORTFOLIO MANAGER
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WHO WE ARE

R A N G E R I N V E S T M E N T M A N A G E M E N T, L P was founded in 2002 as a boutique owner-operated investment firm,
headquartered in Dallas, Texas. We specialize in the small- and micro-capitalization space. Our team manages long-only growthoriented domestic equity portfolios with the objective of capturing and compounding returns while managing risk to preserve
capital. As of December 31, 2019, Ranger managed $1.6 billion in assets, of which 97% are institutional investors.
The Investment Team’s CIO and Portfolio Managers have collaboratively managed our portfolios for 16+ years and have built an
efficient and effective investment team. Over the years, particular attention has been paid to risk management and this focus has
helped strengthen our investment process in many ways. Proprietary risk management tools and a formalized ESG integration
program allow our team to reduce risk while achieving client-driven investment objectives.
As more companies focus on ESG and disclose more data, we wanted to enhance and deepen our analysis. Similar to all our risk
management tools, this is a process that has evolved over time and one that we expect to continue to improve going forward.
We believe original research is essential to ESG integration and to understanding the full profile of our portfolio holdings and not
solely relying on third-party ESG reports and scores. Third-party information, while useful, is often dated, has a large-cap bias and
scores can sometimes not be fully rooted in financial materiality. By incorporating original company-by-company risk and ESG
analysis and engaging managements, we are actively filling an information gap inherent in many smaller companies.
Firm-wide support has been an important factor for holding our process and team accountable. The rapidly growing responsible
investment community is always providing new research, techniques and tools and our team is dedicated to staying abreast of
the rapidly changing landscape. The firm’s ESG Advisory Committee and responsible investment education program help ensure
that we are up to date on industry knowledge and are contributing to the responsible investment community while informing
our ESG and Corporate Governance Policy Statements. Our team holds individual certifications and credentials from the following
organizations: PRI Academy, US SIF, SASB, Candriam Academy and United Nations Institute for Training and Research. For more
information on these organizations and credentials, please see 05 Affiliates and Resources and A4 ESG Advisory Committee.
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02 OUR APPROACH
E S G I N T E G R AT I O N
Our approach to ESG integration is largely influenced by the following four themes: our ESG philosophy, materiality,
original research and engaging management teams. Each of these themes are critical to understanding and creating a
comprehensive view of each portfolio holding and prospective investments.

1) P H I L O S O P H Y

2) M AT E R I A L I T Y

We believe that companies who carefully evaluate ESG risks and
opportunities in their businesses are better equipped to create
shareholder value with less risk over time. By consistently implementing
our investment philosophy and processes and incorporating our client’s
explicit investment guidelines, we expect our investment decisions can
isolate attractive investments in companies that not only generate strong
economic returns but also often provide leadership and stewardship in
ESG practices. The investment team analyzes a company’s strengths and
weaknesses on ESG-related issues for the simple reason that it helps them
make better, more informed investment decisions. Our approach to ESG in
this process is non-concessionary, meaning that we do not actively sacrifice
performance over any ESG criteria, but that we consider ESG criteria as an
integral part of the investment and risk mitigation process.

We look for financially material and decision-useful information in our
research. Recognizing that each sector, industry, and company has a
different set of ESG risks and opportunities, we seek to understand
what those issues are for each company under consideration. This helps
sharpen our focus when analyzing a company or engaging a management
team on ESG topics.

3) ORIG INAL RESE ARCH

4) ENGAGEMENT

Filling in the ESG information gap inherent in small and micro cap
companies is critical to fully understanding the investment opportunity.
Our team evaluates a company’s ESG strengths and weaknesses based on
its own internal research process, public company documents, websites,
SEC filings, third-party research, and engagement with management. The
goal of this process is to identify material ESG risks and opportunities for
each company and the potential for financial impact. We view ESG data as
another input alongside traditional fundamental financial analysis when
making investment decisions. This data is not systematically prioritized
or de-emphasized, but rather assessed in the appropriate context of the
overall investment mosaic for each company. However, it is our experience
that management teams who carefully evaluate ESG risks and opportunities
in their businesses are better equipped to create shareholder value with
less risk over time.

As part of our investment process, Ranger engages with companies to
help inform our views on potential investment candidates and portfolio
holdings. As a significant shareholder in many of the companies in which
we invest, we are often afforded access to the management teams
of these companies. This gives our investment team an opportunity
for dialogue to form a potentially more robust view on company
fundamentals, including ESG factors and how well they are managed.
Further, we believe this dialogue can potentially have the positive effect
of keeping ESG risks and opportunities in focus for management teams.
This includes holding management teams accountable for their actions
as well as encouraging positive behavior that aligns with our clients’ longterm interests. A management team’s approach to its environmental
and social responsibilities shows how seriously management takes its
relationship to its employees, customers, community and shareholders.

An integrated approach and use of analytics platforms allow our
investment professionals to focus primarily on financial performance while
considering ESG factors as a part of our due diligence and risk mitigation
process. Our integration of ESG issues spans the breadth of the investment
process from initial due diligence, forming an investment thesis, portfolio
construction and reviews, to shareholder engagement, proxy voting and
reporting.
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We conduct robust analysis and
provide proprietary companyspecific ESG scores to supplement
portfolio screening and research
from third party providers.
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03 YEAR IN REVIEW
2 019 P R I R E P O R T I N G

Ranger is proud signatory to the United Nations Principles for Responsible
Investment. PRI is the world’s leading proponent of responsible investment
with a community of over 2,600 signatories. As signatories, we work to
understand the investment implications of ESG factors and to support the
PRI six principles and incorporate them into our investment and ownership
decisions. Our team also recognizes that applying these Principles may
better align investors with broader objectives of society.

D E R I V E D B E S T P R AC T I C E S F R O M P R I
INCLUDE THE FOLLOWING SIX PRINCIPLES:
1) Incorporate ESG issues into investment
analysis and decision-making processes

Since 2006, PRI has served as the leading global investor initiative partnering
with the United Nations Environment Program Finance Initiative and the
United Nations Global Compact.

2) Be active owners and incorporate ESG
issues into our ownership policies and
practices

All 2,600+ PRI signatories are required to report annually on their responsible
investment initiatives through a Transparency Report. This effort is the largest
global ESG reporting initiative to date and was developed by investors,
for investors. Signatory reporting ensures accountability, standardizes
reporting across investment advisors and provides meaningful feedback
for investment advisors to learn and develop.

3) Seek appropriate disclosure on ESG issues
by the entities in which we invest
4) Promote acceptance and implementation
of the Principles within the investment
industry
5) Work together to enhance our effectiveness in implementing the Principles
6) Report on our activities and progress
towards implementing the Principles
For more information, please visit www.unpri.org

Summary Scorecard
AUM

Module Name
01.Strategy & Governance

Your
Score

Your
Score

Median
Score

A

A

Direct & Active Ownership Modules
>50%

10. Listed Equity - Incorporation

B

>50%

11. Listed Equity - Active Ownership

B

B
B

As a boutique firm focused on continuous improvement, we are pleased with the results of our
first PRI Transparency Report. We rely on firm-wide integration and support to execute our goals.
Additionally, researching on the smaller end of the market necessitates that we conduct companyby-company research that is not readily available by third-party providers. We are confident in our
abilities to conduct proprietary ESG research and continue to improve as more corporate disclosures,
enhanced resources and ESG information becomes available.
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P O L I C Y U P DAT E S
Our fundamental philosophy is grounded in continuous improvement. For that reason, we have committed to maintaining industry and
regulatory standards and have amended our ESG Policy Statement to reflect continued growth. In 2019, we enhanced our firm’s ESG policy statement to include a diversity and inclusion section and further expanded our approach to current and prospective management
team engagements and proxy voting. For a full review of our firm’s updated policies, please see A2 and A3 located at the end of this
report.

DIVERSITY & INCLUSION
We actively promote a culture of diversity and acceptance. From inception, we have proactively sought to recruit, retain and
promote a diverse and talented team of employees and leadership who belong to communities traditionally underrepresented
in the investment community. We believe that all current and prospective employees and partners —regardless of religion, sex,
race, national origin, gender identity or expression, sexual orientation, age, or disability —should be welcomed and treated with
respect and dignity in the workplace.
We believe our commitment to diversity and inclusion allows us to function better as a team and makes our business more
successful. As a result, we believe this policy benefits both our clients and society. It is a natural reflection of our firm’s values. As
such, our firm is committed to expanding outreach and hiring candidates from under-represented backgrounds. Our commitment to building diverse, inclusive and meritocratic teams is a practice of constant improvement and is supported and applied
at all levels of our firm –from our associates to our partners.

MANAGEMENT ENGAGEMENTS
As part of our investment process, we seek opportunities to engage with companies to help
inform our views on potential investment candidates and portfolio holdings. As a significant shareholder in many of the companies in which we invest, we are often afforded
access to the management teams of these companies. This gives our investment team an
opportunity for dialogue to form a potentially more robust view on company fundamentals,
including ESG factors and how well they are managed. Further, we believe this dialogue can
potentially have the positive effect of keeping ESG risks and opportunities in focus for management teams. This includes holding management teams accountable for their actions as
well as encouraging positive behavior that aligns with our clients’ long-term interests.

CORPORATE GOVERNANCE
In addition to our updated ESG Policy Statement, we published a Process Statement on
Corporate Governance. We believe that a correlation exists between the implementation of
sound corporate governance practices and the ability of a company to add long-term value.
At the heart of sound corporate governance practices are the concepts that (i) the objectives
of a company should be driven by the interests of its shareholders and beneficiaries, (ii) a
company should implement structures and mechanisms which create a culture of transparency and accountability, and (iii) practices are implemented to ensure that management and
the board have the ability to effectively oversee employee behavior and lead the company in
an effective, ethical and accountable manner.

To that end, we have isolated five key principles to identify sound corporate governance:

C O R P O R AT E
LEADERSHIP

AC C O U N TA B I L I T Y

BOARD STRUC TURE ,
INDEPENDENCE &
E N G AG E M E N T
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As bottom up investors, management
engagement is critical to the research
and work that we do on behalf of
clients. Each year, we conduct over
400 management meetings. For
the companies in the portfolio, we
typically meet with senior members
of a management team several times
per year. We believe that meeting with
management regularly over a multi-year
period can give us a solid feel for the ebb
and flow of a business – how a company’s
competitive position changes over time,
what management’s relationship is like
with its customer base, and how senior
executives develop and measure long
term goals.
ESG is an important topic in the
engagement process. During 2019,
the
investment
team
discussed
environmental and social issues in
nearly 50% of management meetings.

We discussed corporate governance
issues with management teams in
approximately 66% of our meetings last
year. What’s interesting is how attitudes
have changed over time. In recent years,
management teams have become more
proactive and responsive to ESG issues.
For the management meetings in 2019
where the investment team discussed
ESG topics, management initiated these
conversations approximately 20% of the
time.
Proxy voting is another important
aspect of management engagement. At
Ranger, each sponsoring analyst reviews
and votes on the proxies that he or she
sponsors in the portfolio. As you can see
to the right, in 2019, we cast 645 votes on
a diverse range of issues.

P R O X Y V O T E S B Y C AT E G O R Y

Board of Directors (63.4%)

Mergers & Reorganizations (1.1%)

Compensation (16.3%)

Capital Structure (1.1%)

Audit/Routine Business (13.8%)

Environmental (0.2%)

Anti-Takeover Related (1.7%)

Corporate Governance (0.2%)

Election Req. for Directors (1.2%)

Many of these issues are somewhat routine in nature. However, in about 10% of votes cast last year, we disagreed with management’s recommendation in the votes
we cast on our clients’ behalf. The two most frequent areas of disagreement were management compensation and director elections. In cases where we voted against
compensation plans, we generally believed that management compensation plans were too large or did not adequately link compensation to company performance.
When voting against directors, it was often the case that the directors in question were less involved in their oversight of the business than we felt was appropriate.
We often engage with management teams to discuss controversial issues related to proxy voting, or when we are considering whether to vote against management’s
recommendation on a particular matter. Recently, a member of the investment team visited with the management and directors of one of our portfolio companies.
The topic of the conversation was our decision to vote against their proposed management compensation plan. In our view, the compensation plan in question was
outsized relative to peers, and didn’t adequately tie the CEO’s compensation to performance. We explained our position to management and members of the board,
and gave them a chance to discuss the thinking behind how they structured the plan. We believe these types of conversations can help make management teams more
responsive over time.

VOTING ALIGNMENTS (%)

INITIATED VOTES

634

11

Management

Shareholders

7

96%

91%

Management
Recommendations

ISS Policy
Recommendations

04 ESG FACTOR SPOTLIGHTS

DATA P R I VAC Y A N D C Y B E R S E C U R I T Y

When many investors think about ESG factors, data privacy
and cybersecurity may not be the first that come to mind.
These factors often fly under the radar when compared to
items like carbon emissions and executive compensation
which have historically garnered more focus from investors.
However, data privacy and cybersecurity are emerging as
front-page ESG issues with material financial impacts for
companies of all sizes across many industries.
Data breaches across industries have increased significantly
in recent years. Many investors may be familiar with the
high-profile data breaches at Equifax, Capital One, Marriott,
Facebook, Target, and Yahoo, which exposed millions of
user accounts as a result of deliberate attacks and/or poor
security. In addition to customers having their personally
identifiable information stolen, most of these companies
experienced a hit to their stock prices and eventually faced
significant direct and indirect costs in the aftermath of these
breaches. Direct costs include the corrective measures
to address the issues, fines, or compliance with new
regulations such as the General Data Protection Regulation
in Europe and the California Consumer Privacy Act.
Indirect costs are often far greater, and can include
reputational damage that can affect revenue, or litigation
and settlement costs which can hamper cash flows and
the bottom line for years. Equifax has stated that its 2017
cybersecurity incident cost $1.4 billion, which includes
costs to clean up the incident, legal settlements, fines, and
incremental costs for enhancements to its data security. In
2019, the company still experienced revenue declines in
key business segments which were attributed to the 2017
incident, with management stating that they expect it to
continue to impact revenue growth going forward. As the
Equifax example illustrates, this type of ESG controversy can
have material effects on a business for years to come. As
a result, many company management teams and boards
are increasingly focused on these items as they can present
potential acute risks to their businesses.
But these issues are not just limited to financial institutions
or technology companies. In fact, the Sustainability
Accounting Standards Board (SASB) has listed Data

Security as a material financial factor for 15 industries
across seven sectors that include Health Care, Consumer
Goods, and Food & Beverage. While many investors have
an idea of what “data security” is, the type of data can
mean different things to different companies. A specialty
retailer holds customer credit card numbers and other
personal information. A health care company often holds
personal health information along with other confidential
patient information. A defense company potentially
holds confidential national security information from
governments. However, all are exposed to the risk of data
security breaches.
One of our jobs as investors who integrate ESG analysis
into the investment process is to assess these risks and
opportunities in our portfolios. This begins with gaining
an understanding of how companies who are exposed
to these risks identify and address them across their
organization. We believe SASB metrics offer a good starting
point for this assessment.
For companies in our portfolios and under consideration,
we seek to understand how they address these issues,
asking them what their general approach is to data security/
privacy, what processes are in place, and how they deal
with potential disruptions. This helps inform our view on
the company’s risk profile and potential financial impacts. If
a company has already made significant investments in its
security efforts, it may be better positioned from a margin
perspective if peer companies have not yet made those
investments. It should also reduce the tail risk of a major
security disruption, which can potentially reduce their
cost of capital. On the other hand, for companies not wellpositioned, this could represent a cost headwind going
forward and increase the risk of a high-impact event.
We believe data privacy and cybersecurity will continue to
emerge as a major ESG issue. Two Ranger employees are
active members of the North Texas Infragard, a partnership
between the private sector and the FBI. Companies that
carefully evaluate these issues in their businesses should be
better equipped to create shareholder value with less risk,
in our opinion.
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C L I M AT E C H A N G E R E P O R T I N G

Our analysis of a company’s relationship to climate change
is a key pillar of our ESG research. It is also an important
component of the process we undergo to gather and analyze
all data relevant to an investment thesis. Climate change
analysis represents a two-way street, in the sense that we
seek to understand both how a company’s business impacts
and is impacted by climate change. As small cap and micro
cap investors, many of the companies in our investment
universe do not yet measure or disclose information related to
their carbon footprint. In our discussions with management,
questions related to environmental impacts center on hard
data whenever possible. However, we also seek to understand
management’s attitudes and goals related to climate policy.
Most of the companies in which we invest are in a dynamic
growth period in their life cycle, and climate goals are a part
of the investment mosaic we build in our investment process.

do not yet fully subscribe to a TCFD-style program, they have
increased their disclosures in recent years:
• Over the past twelve months, 12 companies in our small
cap portfolio, or 25% of the total, cited climate change as
a potential business risk in their annual reports. Three years
ago, only three of these same companies listed climate
change as a risk.
• In our micro cap strategy, six companies, or 16% of the total,
cited climate change as a potential business risk in the past
12 months, roughly unchanged from three years ago.
Why have we seen more improvement on disclosures in small
cap companies and less within microcap? In our view, smaller
companies simply have fewer resources at their disposal to
measure and assess such risks. Their businesses fluctuate and
change so rapidly that assessing long-term risk is more difficult.
This presents a challenge for us as investors. However, it also
provides us an opportunity to look for companies that are
improving in this area, even if they are not yet able to report it.

Measuring and assessing climate risk represents a challenge
for any company due to the significant variables involved in
predicting future outcomes. However, a framework appears
to be developing that may help standardize how companies
assess their risks. Under the 2015 Paris Agreement, nearly
200 countries agreed to limit global warming to no more
than 2 degrees Celsius by 2100. Shortly thereafter, the United
Nations began developing a voluntary, consistent system
that companies can use to disclose climate-related financial
risks to their stakeholders. This reporting framework, elegantly
titled the “Task Force on Climate-Related Financial Disclosures
Report, or TCFD for short, has seen steady adoption every year
since the program began. It’s our expectation that a version of
this report could become the standard format for disclosing
climate-related financial risks over time.

A recent example of our investment research on climate
change involves management engagement with the CFO of a
portfolio company that provides water handling and recycling
services. Company management had recently decided to
make use of a technology that they believed could reduce
water leakage by up to 30% across its infrastructure. When the
analyst asked why the company had not disclosed this new
development, management answered that they hoped to
measure and disclose this benefit over the next twelve months.
Management knew it was an important benefit, but they
simply did not have the resources to measure and report on it
in short order. It’s these types of changes, often overlooked by
the market, that we seek to find as part of our research process.
While these improvements do not always drive returns directly,
they help businesses grow and mature with less risk over time.

Turning to our small cap and micro cap strategies provides
interesting insights into how climate change disclosures have
improved. While most companies in our investment universe
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05 AFFILIATES & RESOURCES

The United Nations-backed Principles for Responsible Investment
Initiative (PRI) is a global network of investors working together
to put the six Principles for Responsible Investment into practice.
The Principles were devised with input from the global community
of responsible investors. They reflect the view that ESG issues can
affect the performance of investment portfolios and therefore
must be given appropriate consideration by investors if they are
to fulfill their fiduciary (or equivalent) duty. The Principles provide
a voluntary framework by which all investors can incorporate ESG
issues into their decision-making and ownership practices, and
better align their investment objectives with those of society at
large.

The Investor Stewardship Group (ISG) is an investor-led effort that
includes some of the largest U.S.-based institutional investors and
global asset managers, along with several of their international
counterparts. The members include more than 60 U.S. and
international institutional investors with combined assets in excess
of US$31 trillion in the U.S. equity markets. The ISG is being led by
each member’s senior corporate governance practitioners. The ISG
was formed as a sustained initiative to establish a framework of
basic investment stewardship and corporate governance standards
for U.S. institutional investor and boardroom conduct. The result is
the framework for U.S. Stewardship and Governance comprising
of a set of stewardship principles for institutional investors and
corporate governance principles for U.S. listed companies. The
corporate governance framework articulates six principles that the
ISG believes are fundamental to good corporate governance at U.S.
listed companies.

P R I AC A D E M Y
The PRI Academy partners with regional organizations to enhance
and promote the growth of the global responsible investment
industry, reaching mature as well as emerging markets. One team
member has completed two of the three PRI Academy courses
offered.

B LO O M B E R G
Bloomberg’s Sustainable Finance solutions offers actionable analyst
insights and market intelligence, data and valuation models and
timely news.

US SIF
Forum for Sustainable and Responsible Investing (US SIF) is the
membership association for professionals, firms, institutions and
organizations engaged in responsible and sustainable investing
in the United States. US SIF and its members advance investment
practices that consider ESG criteria to generate long-term competitive financial returns and positive societal impact. Two members of
Ranger’s team have completed the US SIF Certification for Fundamentals of Sustainable and Impact Investment.

E Q A N A LY T I C S
EQ Analytics is a risk management consulting firm offering earnings
quality and ESG analysis for all current and potential investments.
This consultant utilizes proprietary models to analyze the strength
and weakness of historical financial data, joins the investment
team for portfolio reviews and conducts ESG analysis/scoring on all
prospective and current holdings.

SASB

MSCI

The Sustainability Accounting Standards Board (SASB) provides
our team with a visual representation of each portfolio’s exposure
to specific sustainability risks and opportunities. SASB specifically
focuses on financially material issues by industry. One team
member has received the FSA Credential.

MSCI is the world’s leading research and analytics platform
providing our team with an integrated suite of tools to manage
research, analysis and compliance tasks specific to ESG factors.
Using both Business Involvement Screening Research (BISR) and
ESG Manager, our portfolio holdings are screened for all clientdirected investment guidelines.
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A1 TERMS AND DEFINITIONS
As the responsible investment community continues to grow, more terms and definitions become available to describe the ever-evolving landscape. We
want to share our perspective and the terms we use to enhance our risk mitigation and incorporate ESG into our investment and decision-making process.
While we believe each term below is important to understand, not all are presented in the following report. Please use these terms and definitions as a
point of reference not only during the reading of this report, but in regards to the responsible investment community in general.
Responsible Investment
Responsible Investment allows listed equity asset managers like Ranger to make
more comprehensive and informed investment decisions by integrating a range of
factors, including ESG criteria, into the investment process.
ESG Criteria
ESG criteria are a set of standards for a company’s operations that are used to screen
for potential investments. Incorporating ESG criteria into the investment process is
an increasingly popular way for investors to evaluate companies. Our assessment
of ESG criteria allow us to potentially avoid companies that could pose a greater
financial risk due to their environmental, social or corporate governance practices.
Environmental Considerations
Issues related to resource use, pollution, climate change, energy use and other physical environmental risks and opportunities. Common measures include carbon emissions, water and energy use, and waste management.

Non-Concessionary Approach
A non-concessionary approach means that we do not actively sacrifice performance
over any ESG criteria, but instead consider ESG criteria as an integral part of the investment and risk mitigation process. We do this because our experience has shown
that investments in companies that pass our screening criteria tend to exhibit better
long-term performance and less risk than those that do not.
Materiality
When researching companies, our ESG analysis is largely focused on materiality by
industry. Materiality is the relevance of ESG factors to a company’s financial performance and we recognize that each industry and company has different ESG risks and
opportunities and should be assessed as such. Using the Sustainability Accounting
Standards Board (SASB) Materiality Map combined with proprietary research, we apply industry materiality to the various ESG factors that can have a material impact on
potential or current investments.

Social Considerations
Issues related to labor practices, supply chain, human rights and community impacts. Common considerations include employee relations, product quality and
safety, data security and privacy and materials sourcing.

Negative Screening
Actively avoiding securities on the basis of an organization or individual’s values,
standards and norms, or other ESG considerations. Broad exclusions are a part of our
investment thesis for each portfolio; however, we encourage custom mandates fully
capture client investment objectives and we have a robust process for implementing
and maintaining client guidelines.

Corporate Governance Considerations
Issues that measure the quality of a company’s internal practices and overall structure, considerations for shareholder rights, and accountability and transparency
measures. Common considerations include board structure, independence and diversity, ownership, and executive compensation.

Positive Screening
Actively screening securities for investment based partially on the corporation’s values, governance, standards and norms, or other ESG considerations.

ESG Integration
The explicit and systematic inclusion of ESG factors in investment analysis and decisions to better manage and mitigate risk. Our consideration of environmental, social
and corporate governance factors into the investment process is bottom-up in nature and an ever-evolving process.

Engagement
The act of meeting with the management teams of companies in which we are
shareholders. Our team discusses and forms a potentially more robust view on company fundamentals, including ESG factors and how well they are managed. Further,
we believe this engagement can have the positive effect of keeping ESG risks and
opportunities in focus for management teams that align with our clients’ long-term
interests.

Fiduciary Responsibility
Our priority is to act as fiduciaries and stewards of the capital with which we have
been entrusted, with the goal of long-term capital appreciation. Our approach to
ESG in this process is non-concessionary.

11

Active Ownership
Responsible investors increasingly pursue active ownership efforts to reduce risk
which can include voting company shares and engaging company management on
matters relevant to environmental, social or corporate governance issues. We believe
active ownership can help enhance long-term shareholder value.
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A2 ESG POLICY STATEMENT

R A N G E R I N V E S T M E N T M A N A G E M E N T, L P
E N V I R O N M E N TA L , S O C I A L A N D G O V E R N A N C E P O L I C Y S TAT E M E N T

Background
Ranger Investment Management (“Ranger”) has a fiduciary duty to act in the
best long-term economic interests of our investors. By rigorously implementing our investment philosophy and processes and incorporating our client’s
explicit investment guidelines, we expect our investment decisions can isolate attractive investments in companies that not only generate strong economic returns but also often provide leadership and stewardship in Environmental, Social and Governance (ESG) practices. Since inception, Ranger has
been employing ESG factors in its analysis for the construction of its portfolios
and has joined the ESG community in formalizing these processes internally
and committing ourselves to the support and promotion of ESG principles in
the investment community.

on behalf of our clients
4. Promote acceptance and implementation of the principles within the investment industry
5. Work with others to enhance our effectiveness in implementing the principles
6. Report on its activities and progress towards implementing the principles
This policy and these guidelines are applicable to the following strategies
managed under Ranger Investment Management: Ranger Small Cap Growth
Strategy; Ranger Micro Cap Growth Strategy; Ranger Healthcare Select Strategy and Ranger All Cap Focused Strategy.
With our bottom-up research approach, Ranger actively screens current
and prospective investments on a regular basis to ensure adherence with
client-directed investment guidelines, including ESG and other criteria that
allow us to mitigate risk.

Purpose
ESG criteria, like all aspects of the Ranger investment process, are subject to
the investment guidelines provided by our clients, in accordance with the
terms of their applicable investment advisory agreements. This Environmental, Social and Governance Policy (“Policy”) defines the commitment of Ranger to responsible investing. It outlines the approach that Ranger follows in
applying environmental, social and governance factors in investments it manages on behalf of client organizations.

Policy and Procedures
I. Investment Policy and Procedures
Ranger actively invests in quality businesses with sustainable growth opportunities that will result in long-term capital appreciation within the active equity universe. Investments are long-term and have a 3+ year average investment life cycle. Ranger has absolute discretion to invest in or avoid any asset
and does not omit companies from the selected investment universe solely
based on ESG scoring. The Investment Team may also work with management of the potential or invested companies to discuss ESG factors and how
they contribute to or detract from our investment philosophy.

Our priority is to act as fiduciaries and stewards of the capital with which we
have been entrusted, with the goal of long-term capital appreciation. Our approach to ESG in this process is non-concessionary, meaning that we do not
actively sacrifice performance over any ESG criteria, but that we consider ESG
criteria as an integral part of the investment and risk mitigation process. We
do this because our experience has shown that investments in companies
that pass our screening criteria, including ESG criteria, tend to exhibit better
long-term performance and less risk than those that do not.

A. Company Due Diligence
Prior to making an investment, Ranger will undertake a comprehensive due
diligence analysis of the company, employing internal ESG screening criteria
and sector specific external expertise if necessary, such as third-party ESG service providers. Part of that analysis is a review of the history of the company
in relation to all stakeholders’ environmental, social and governance policies
and their implementation.

A positive consequence of this approach is that our investments can, and
often do, promote positive economic, social and environmental change while
maintaining our investment mandate.
Ranger believes that ESG criteria are an evolving set of factors that should be
considered in our investment and risk assessment process. For this reason, we
commit to updating this policy as industry or internal expectations progress.
Any material updates or modifications to this policy must be approved by
the ESG Advisory Committee and be distributed to all employees of Ranger.

1. Ranger generally seeks the following responsible investment criteria
when considering investment decisions: seasoned and ethical management teams; conservative accounting practices; corporate accountability
- allowing shareowners to be a part of the decision-making process; and
sound corporate governance.

Commitment
Ranger is a signatory of the United Nations Principles for Responsible Investment (UN PRI), and has an active and engaged ESG Advisory Committee. This
Committee consists of senior level representatives from management, the
investment team, compliance, marketing and a dedicated Risk Management
and ESG Consultant. Within this team are members with certifications from
the Sustainable Accounting Standards Board (SASB) FSA and the Forum for
Sustainable and Responsible Investment (US SIF). The Committee meets at
least quarterly to review and discuss all responsible investment initiatives,
goals and reporting requirements.

2. Criteria that may exclude a company from investment consideration can
include, but is not limited to, those companies with business exposure to:
alcohol; tobacco; firearms; for-profit prisons or incarceration facilities; adult
entertainment products; companies with environmental abuse or remediation issues; and corporate governance issues (in which a management’s
incentives aren’t properly aligned with shareholders, or where we feel a
company’s board doesn’t exercise proper oversight).
B. ESG Research
The Investment Team evaluates a company’s ESG strengths and weaknesses based on its own internal research process, public company documents,
websites, SEC filings, third-party research, and conversations with management. The goal of this process is to identify material ESG risks and opportunities for each company and the potential for financial impacts. The Investment
Team views ESG data as another input alongside traditional fundamental financial analysis when making investment decisions. This data is not systematically prioritized or de-emphasized, but rather assessed in the appropriate
context of the overall investment mosaic for each company. However, it is the
Investment Team’s experience that management teams who carefully evaluate ESG risks and opportunities in their businesses are better equipped to
create shareholder value with less risk over time.

Scope
The PRI provides a framework for investment managers to integrate ESG
considerations into investment-making decisions and analysis. Ranger seeks to manage its portfolios in ways that are broadly consistent
with the PRI principles and has adopted the following six principles:
1. Incorporate ESG issues into investment analysis and decision-making processes
2. Be active owners and incorporate ESG issues into our ownership policies
and practices
3. Seek appropriate disclosure on ESG issues by the companies we invest in
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A2 CONTINUED
C. Proprietary Approach to ESG
As part of this process, Ranger utilizes research and analytics platforms that
provide the Investment Team with an integrated suite of tools to manage
research, analysis and compliance tasks specifically related to ESG factors. Values alignment screening and monitoring is also an integral part of the portfolio’s investment assessment, selection and risk management process. This
screening is performed by the investment team rather than by a third-party
ESG consultant or committee. This is done at the time of investment and on
a quarterly basis (or more frequently if needed) to ensure adherence to client-directed investment guidelines.
An integrated approach and use of analytics platforms allow our investment
professionals to focus primarily on financial performance while considering
ESG factors as a part of our due diligence and risk mitigation process. Our
integration of ESG issues spans the breadth of the investment process from
identifying trends, evaluating securities, and portfolio construction to shareholder engagement, proxy voting and reporting.
D. Corporate Governance
Corporate governance is a key qualitative factor deeply imbedded in the
Firm’s investment process. Ranger uses a three-pronged approach to engagement:
1. Active screening based on internal corporate governance criteria;
2. Communication with the management teams of companies we invest in;
3. Active ownership through proxy voting.
E. Active Ownership and Engagement
As part of our investment process, Ranger seeks opportunities to engage with
companies to help inform our views on potential investment candidates and
portfolio holdings. As a significant shareholder in many of the companies in
which we invest, we are often afforded access to the management teams of
these companies. This gives our investment team an opportunity for dialogue
to form a potentially more robust view on company fundamentals, including
ESG factors and how well they are managed. Further, we believe this dialogue
can potentially have the positive effect of keeping ESG risks and opportunities
in focus for management teams. This includes holding management teams
accountable for their actions as well as encouraging positive behavior that
aligns with our clients’ long-term interests.
F. Proxy Voting Policy
Ranger reviews each proxy statement on an individual basis and recognizes
that environmental, social and corporate governance factors could present
material risk to portfolio investments. The designated Portfolio Manager or
Sector Manager bases voting decisions exclusively on his or her judgment
of what will best serve the financial interests of the beneficial owners of the
security.
Ranger retains Institutional Shareholder Services (ISS) to provide proxy voting
services. ISS provides logistical support as well as advisory services. Ranger
utilizes two ISS policies as a reference tool in its proxy voting research: the ISS
Benchmark Policy and the ISS Sustainability Policy.
On most matters of corporate governance, such as board independence, director tenure, or CEO/Chairman structure, the two policies are in alignment.
Both policies offer guidance based on a commitment to create and preserve
economic value and to advance principles of good corporate governance.
On matters of environmental or social import, ISS’ Proxy Voting Sustainability Policy seeks to promote support for recognized global governing bodies
promoting sustainable business practices advocating for stewardship of the
environment, fair labor practices, non-discrimination, and the protection of
human rights.
Generally, ISS’ Sustainability Policy will take as its frame of reference internationally recognized sustainability-related initiatives such as the United Na-
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tions Environment Programme Finance Initiative, United Nations Principles for
Responsible Investment, United Nations Global Compact, Global Reporting
Initiative, Carbon Principles, International Labour Organization Conventions,
CERES Principles, Global Sullivan Principles, MacBride Principles, and environmental and social European Union Directives. Each of these efforts promote
a fair, unified and productive reporting and compliance environment which
advances positive corporate ESG actions that promote practices that present
new opportunities or that mitigate related financial and reputational risks.
Ranger also has the ability to engage ISS to provide additional specialty research based on client objectives such as Catholic/faith-based plans,
Taft-Hartley plans or public fund plans.
II. Corporate Procedures
A. ESG Advisory Committee
Ranger has an ESG Advisory Committee to promote, monitor and measure
the Firm’s commitment and compliance to responsible investment practices.
This committee is comprised of members of the Investment Team, executive
leadership, compliance and marketing. All ESG initiatives are discussed and
agreed on by the ESG Advisory Committee.
B. ESG Education and Professional Development
Ranger has a culture of constant improvement in our ESG efforts. This includes
encouraging and sponsoring employee’s efforts to participate in ESG-related
networking events and continuing education/certification opportunities.
C. Compliance
Pursuant to the Investment Advisers Act of 1940, Ranger is required to annually evaluate and record the Firm’s adherence to policies and practices, including those related to responsible investing. The ESG Advisory Committee will
meet quarterly to discuss, review and record adherence to this policy
Ranger’s Compliance Department is constantly adapting and developing its
programs to ensure adherence to all reporting requirements for any progress or initiative, including ESG. This will primarily be done through quarterly,
annual and ad hoc compliance testing of this Policy and its components, to
evaluate its effectiveness and implementation
D. Diversity and Inclusion
Ranger actively promotes a culture of diversity and acceptance. From inception, Ranger has proactively sought to recruit, retain and promote a diverse
and talented team of employees and leadership who belong to communities
traditionally underrepresented in the finance industry. Ranger believes that
all current and prospective employees and partners — regardless of religion,
sex, race, national origin, gender identity or expression, sexual orientation,
age, or disability — should be welcomed and treated with respect and dignity in the workplace.
We believe our commitment to diversity and inclusion allows us to function
better as a team and makes our business more successful. As a result, we believe this policy benefits both our clients and society. It is a natural reflection
of our firm’s values. As such, Ranger is committed to expanding outreach and
hiring candidates from under-represented backgrounds. Our commitment to
building diverse, inclusive and meritocratic teams is a practice of constant
improvement and is supported and applied at all levels of our firm – from our
associates to our partners.
E. Reporting Requirements
Investors in separately managed accounts wishing to customize their ESG
reporting experience are encouraged to evaluate investment management
agreements and reporting content and frequency.
Investors in Ranger private funds wishing to customize their ESG reporting
experience are encouraged to provide guidelines to our Client Services Department including expectations of content and frequency.
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A3 PROCESS STATEMENT ON CORPORATE GOVERNANCE
R A N G E R I N V E S T M E N T M A N A G E M E N T, L P
P R O C E S S S TAT E M E N T O N C O R P O R AT E G O V E R N A N C E

Ranger espouses the belief that a correlation exists between the implementation of sound corporate governance practices and the ability of a company
to add long-term value. At the heart of sound corporate governance practices
are the concepts that (i) the objectives of a company should be driven by the
interests of its shareholders and beneficiaries, (ii) a company should implement structures and mechanisms which create a culture of transparency and
accountability, and (iii) practices are implemented to ensure that management and the board have the ability to effectively oversee employee behavior
and lead the company in an effective, ethical and accountable manner. To
that end, the Firm has isolated five key principles to identify sound corporate
governance:
1. Corporate Leadership: A company’s board and management team should
be comprised of capable leaders who can effectively direct the company in
meeting its business purposes in both the short and long term. Factors evaluated by the Firm to isolate a company’s adoption of this principle include, but
are not limited to:
a. Management background, experience and tenure with the company.
b. Relationship between management and the board.
c. Relationship between management and employees.
d. Insider ownership of the company at both the board and management
level.
e. Lack of any director conflict of interests and/or relationships which would
compromise true independence and alignment to shareholder interests.
f. Substantiation of ability of the board to impose true oversight and direction.
2. Board Structure, Independence and Engagement: The board should have
an appropriate mix of skills, experience and independence to enable its members to discharge their duties and responsibilities effectively. Factors evaluated by the Firm to isolate a company’s adoption of this principle include, but
are not limited to:
a. Size of board relative to its peers.
b. Suitable independence, experience and skill set of the company’s board of
directors to ensure that the board has sufficient understanding and command over the actions of the Company to serve as fiduciary watchdogs on
behalf of shareholders.
c. Board attendance, responsiveness and other indicators reflecting board engagement in the operations of the company.
d. Diversity of board members as reflected by the percent composition of
women and minorities.
3. Accountability: Management and the board should adopt principles of
transparent reporting and communication, whereby they communicate to
the company’s shareholders at reasonable intervals, a fair, balanced and understandable assessment of how the company is achieving its business purpose and meeting its other responsibilities. Factors evaluated by the Firm to
isolate a company’s adoption of this principle include, but are not limited to:
a. Executive compensation structures which align with shareholder interests,
including compensation structures which do not inadvertently give rise to
adverse incentives.
b. Policies and history relating to transparent reporting and communication,
including timely reporting on financial results.
c. A history of commentary related to future financial results that are reasonably in line with actual performance.
d. Candid and open commentary, as well as management accountability,
during periods of underperformance.
e. Accounting and audit related policies and procedures.
f. Bylaws and capitalization structures which do not shield a board from accountability and replacement, including dual class stocks when used for
control purposes, hyper-voting structures, classified boards and poison pill
equivalents.

4. Sustainability: Management and the board should consider the long-term
sustainability and value of the company’s enterprise, including regular assessment of environmental and social risks and opportunities. Additionally, they
should guide the business to create value and allocate it fairly and sustainably
for reinvestment and distribution to shareholders, employees and communities. Factors evaluated by the Firm to isolate a company’s adoption of this
principle include, but are not limited to:
a. Adherence to industry-specific regulatory requirements.
b. Environmental performance in the areas of energy, waste, water, and emissions and its financial impacts.
c. Labor practices and talent management.
d. Attention to changing consumer and commercial expectations.
e. Frequency of management and board discussions and strategic planning to
assess sustainability risks in the business.
f. Openness with regard to innovation.
g. Responsiveness to shareholder concerns.
5. Integrity: Management and the board should lead the company to conduct its business in a fair and transparent manner that can withstand scrutiny
by stakeholders. Factors evaluated by the Firm to isolate a company’s adoption of this principle include, but are not limited to:
a. A Code of Conduct/Ethics outlining expected behavior by executives, employees, and the board.
b. An expectation or policy outlining behavior of suppliers or vendors.
c. An active whistleblower policy (although this is often included in code of
conduct/ethics).
Methods of Implementation
The Firm primarily addresses corporate governance by (i) actively screening
companies for the criteria applicable to such investment sector and company,
(ii) performing due diligence and communicating directly with a company’s
management team, and (iii) active ownership, including the voting of proxies
in support of the principles and policies adopted by the Firm.
As noted above, the Firm may undertake its own research in isolating factors
associated with corporate governance, including without limitation, in-person meetings, evaluating company documents or filings with the Securities
Exchange Commission. However, the Firm may also, at its discretion, employ
third party research tools for the collection of screen data, including without
limitation, information provided by the Sustainability Accounting Standards
Board, MSCI ESG Research, Bloomberg Sustainable Finance Solutions, and
data provided by the PRI and the US SIF.
Responsibilities for Review
Evaluation of governance standards relating to each portfolio company are
undertaken prior to the date of investment; and thereafter on a periodic basis.
Responsibilities for evaluating ESG factors, including those relating to governance, will fall under the purview of the Investment Team, provided that, the
Firm’s ESG Committee shall, within an advisory capacity, maintain non-discretionary oversight of the Firm’s ESG policies, procedures and methodologies
and report its conclusions and findings to the Firm’s leadership and Portfolio
Managers.
Considerations of Governance in Portfolio Construction
The Firm’s investment methodologies represent a robust process with many
variable factors, which include, but are not limited to environmental, social
and governance considerations. As such, and subject to written client mandates, this process statement shall not be deemed to be fully concessionary
or otherwise require investment decisions to be made in reliance of any one
or more environmental, social or governance consideration(s).
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A4 ESG ADVISORY COMMITTEE
SCOTT CANON, PRESIDENT & CEO
Coordinate the various aspects of ESG integration throughout the Firm and ensure appropriate resource allocation to these efforts.

ANDREW HILL, PORTFOLIO MANAGER
Specific responsibility to represent the investment team from a Partner/Portfolio Manager’s perspective.

B R I A N B U S B Y, H E A D T R A D E R
Specific responsibility to represent the trading desk from a Partner/Head Trader perspective, manage and report to committee on
proprietary and third-party screening tools related to client-directed investment guidelines.

J E F F D A LT O N , R I S K & E S G C O N S U LTA N T
Specific responsibility for monitoring, analyzing and reporting to the committee on any ESG issues related to investments.
ESG Credentials: SASB - FSA Credential; US SIF - Fundamentals of Sustainable and Impact Investment Certificate

J E R E M Y P I N C H O T, V P S T R AT E G I C I N I T I AT I V E S
Specific responsibility for monitoring, analyzing and reporting to the committee on any ESG issues related to investments. Mr. Pinchot
is also a member of the Dallas Chapter of Conscious Capitalism and North Texas Infragard.
ESG Credentials: US SIF - Fundamentals of Sustainable and Impact Investment Certificate; Candriam Academy - Introduction to
Socially Responsible Investments

MARK HASBANI, CHIEF COMPLIANCE OFFICER
Provide guidance and make decisions on compliance related matters.

P E T E R K R I S , H E A D O F D I S T R I B U T I O N & C L I E N T R E L AT I O N S
Specific responsibility for reporting to the committee on marketing and business development opportunities, all ESG-related
marketing materials, publications or meetings, and the general market demand for ESG.

S H E L BY R I G G S , C L I E N T R E L AT I O N S
Manage and record committee meetings, coordinate all internal and external ESG reporting, and maintain submission records for all
external reporting requirements. Develop and cultivate relationships in the ESG/Impact Community on behalf of Ranger.
ESG Credentials: PRI Academy Courses - Getting Started in Responsible Investment; Foundations in Responsible Investment
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