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Proxy Policy and Procedures
Summary:
Clients delegate proxy vote responsibility to Bernard Wealth Management Corp.
(“BWM“) in the written agreement we have with them and also on the account
application with the custodian (Schwab). Clients may choose to vote their own proxy
ballots. We will follow our own proxy policy when voting (routine or otherwise), unless
instructed otherwise by our clients. If a client has not authorized BWM to vote their
proxies, if the position was acquired as a result of a client’s instruction or if the account
is “client directed”, then these Policies and Procedures shall not apply to that client’s
account or position.
We will maintain a copy of the ballot received, the issues, the date we voted and how
voted in our Proxy Voting Log. Clients may receive a copy of proxy voting records for
their account upon request.
Policy:
It is our policy to:












Vote proxies for client accounts when the client has delegated proxy voting
responsible to BWM
Vote proxies for any security held in the account at the time the proxy ballot is
delivered by the custodian to us
Vote proxies consistent with our proxy vote standards as described below (in
procedures); we typically vote with management on routine matters; we may
vote with or against management recommendations if we believe to do so is the
best interest of our clients to maximize shareholder value
Maintain records of the ballots received, how voted and when voted
Not vote proxies that we did not receive from a client’s custodian;
Not vote proxies if the cost of voting is greater than our estimate of the value to
cast the vote (typically limited to foreign issuers and/or ADR (American
Depository Receipts))
Not to reconcile ballots received to shares owned by a client on a particular
issuer; the custodian (Schwab) sends “aggregated” ballots (a single ballot for all
clients who own the security, including client directed transactions that we
implement on their behalf
Not take any action on behalf of “corporate actions” related to an issuer’s
bankruptcy, proxy solicitations, among others. However, we are available to
discuss corporate actions with clients, if requested
Disclose in ADV Part 2 and the portfolio management agreement responsibility
to vote proxies and make our proxy vote procedures available to any client upon
request

Procedure:
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1.
2.
3.
4.

We receive the ballot
Determine the issue (routine or not)
If necessary, review our proxy voting guidelines
Vote the proxies and maintain required records as documented in the policy
section, above
5. Deliver to a client any proxy ballots or corporate action materials we receive
inadvertently from the custodian
6. We document proxy vote records in our Proxy Voting Log for each issue voted:






Date of vote
Number of shares voted
Management’s recommendation
How the issue was voted
If the vote deviates from management’s recommendation, an explanation of
the particular facts justifying the vote
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This document identifies our overall Proxy Vote Policies on various issues we may see
on proxy materials we receive on behalf of our Clients. As a result, we use this
document as our guide in casting votes for our Clients (for whom we have Proxy Voting
Responsibility). Issues that are not specifically addressed will be addressed by our
President. Two overarching principles will guide our votes:
1) Maximize shareholder returns
2) Increase shareholder influence over management
Ballots received will be recorded, along with the votes (date and time) that we placed
the votes. As defined in our Policies and Procedures, we will maintain all required
records (ballots, votes, dates, etc.) in case Clients ask us for our voting records. Our
Proxy Vote “Policy” is as follows:

Operational Items
Adjourn Meeting
Generally vote AGAINST proposals to provide management with the authority to
adjourn an annual or special meeting absent compelling reasons to support the
proposal.
Amend Quorum Requirements
Vote AGAINST proposals to reduce quorum requirements for shareholder meetings
below a majority of the shares outstanding unless there are compelling reasons to
support the proposal.
Amend Minor Bylaws
Vote FOR bylaw or charter changes that are of a housekeeping nature (updates or
corrections).
Change Company Name
Vote FOR proposals to change the corporate name.
Change Date, Time, or Location of Annual Meeting
 Vote FOR management proposals to change the date/time/location of the annual
meeting unless the proposed change is unreasonable.


Vote AGAINST shareholder proposals to change the date/time/location of the
annual meeting unless the current scheduling or location is unreasonable.
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Ratifying Auditors
 Vote FOR proposals to ratify auditors, unless any of the following apply:
 An auditor has a financial interest in or association with the company, and is
therefore not independent Fees for non-audit services are excessive, or
 There is reason to believe that the independent auditor has rendered an opinion,
which is neither accurate nor indicative of the company’s financial position.
 Vote CASE-BY-CASE on shareholder proposals asking companies to prohibit or
limit their auditors from engaging in non-audit services.


Vote FOR shareholder proposals asking for audit firm rotation, unless the rotation
period is so short (less than five years) that it would be unduly burdensome to the
company.

Transact Other Business
Vote AGAINST proposals to approve other business when it appears as voting item.

Board of Directors
Voting on Director Nominees in Uncontested Elections
Votes on director nominees should be made on a CASE-BY-CASE basis, examining the
following factors:
Composition of the board and key board committees, attendance at board meetings,
corporate governance provisions and takeover activity, long-term company performance
relative to a market index, directors’ investment in the company, whether the chairman
is also serving as CEO, and whether a retired CEO sits on the board. However, there
are some actions by directors that should result in votes being withheld. These
instances include directors who:






Attend less than 75 percent of the board and committee meetings without a valid
excuse
Implement or renew a dead-hand or modified dead-hand poison pill
Ignore a shareholder proposal that is approved by a majority of the shares
outstanding
Ignore a shareholder proposal that is approved by a majority of the votes cast for
two consecutive years
Failed to act on takeover offers where the majority of the shareholders tendered
their shares
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Are inside directors or affiliated outsiders and sit on the audit, compensation, or
nominating committees
Are inside directors or affiliated outsiders and the full board serves as the audit,
compensation, or nominating committee or the company does not have one of
these committees
Are audit committee members and the non-audit fees paid to the auditor are
excessive.

In addition, directors who enacted egregious corporate governance policies or failed to
replace management as appropriate would be subject to recommendations to withhold
votes.
Age Limits
Vote AGAINST shareholder proposals to impose a mandatory retirement age for
outside directors.
Board Size
 Vote FOR proposals seeking to fix the board size or designate a range for the
board size.
 Vote AGAINST proposals that give management the ability to alter the size of the
board outside of a specified range without shareholder approval.
Classification/Declassification of the Board
 Vote AGAINST proposals to classify the board.
 Vote FOR proposals to repeal classified boards and to elect all directors
annually.
Cumulative Voting
 Vote AGAINST proposals to eliminate cumulative voting.
 Vote proposals to restore or permit cumulative voting on a CASE-BY-CASE basis
relative to the company are other governance provisions.
Director and Officer Indemnification and Liability Protection
 Proposals on director and officer indemnification and liability protection should be
evaluated on a CASE-BY-CASE basis, using Delaware law as the standard.
 Vote AGAINST proposals to eliminate entirely directors’ and officers’ liability for
monetary damages for violating the duty of care.
 Vote AGAINST indemnification proposals that would expand coverage beyond
just legal expenses to acts, such as negligence, that are more serious violations
of fiduciary obligation than mere carelessness.
 Vote FOR only those proposals providing such expanded coverage in cases
when a director’s or officer’s legal defense was unsuccessful if both of the
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following apply:
The director was found to have acted in good faith and in a manner that he
reasonably believed was in the best interests of the company, and
Only if the director’s legal expenses would be covered.

Establish/Amend Nominee Qualifications
 Vote CASE-BY-CASE on proposals that establish or amend director
qualifications. Votes should be based on how reasonable the criteria are and to
what degree they may preclude dissident nominees from joining the board.
 Vote AGAINST shareholder proposals requiring two candidates per board seat.
Filling Vacancies/Removal of Directors
 Vote AGAINST proposals that provide that directors may be removed only for
cause. Vote FOR proposals to restore shareholder ability to remove directors
with or without cause.
 Vote AGAINST proposals that provide that only continuing directors may elect
replacements to fill board vacancies.
 Vote FOR proposals that permit shareholders to elect directors to fill board
vacancies.
Independent Chairman (Separate Chairman/CEO)
 Vote on a CASE-BY-CASE basis shareholder proposals requiring that the
positions of chairman and CEO be held separately. Because some companies
have governance structures in place that counterbalance a combined position,
the following factors should be taken into account in determining whether the
proposal warrants support:








Designated lead director appointed from the ranks of the independent board
members with clearly delineated duties
Majority of independent directors on board
All-independent key committees
Committee chairpersons nominated by the independent directors
CEO performance reviewed annually by a committee of outside directors
Established governance guidelines
Company performance.

Majority of Independent Directors/Establishment of Committees
 Vote FOR shareholder proposals asking that a majority or more of directors is
independent unless the board composition already meets the proposed threshold
by the definition of independence.
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Vote FOR shareholder proposals asking that board audit, compensation, and/or
nominating committees are composed exclusively of independent directors if they
currently do not meet that standard.

Stock Ownership Requirements
Generally vote AGAINST shareholder proposals that mandate a minimum amount of
stock that directors must own in order to qualify as a director or to remain on the board.
Term Limits
Vote AGAINST shareholder proposals to limit the tenure of outside directors.

Proxy Contests
Voting for Director Nominees in Contested Elections
 Votes in a contested election of directors must be evaluated on a CASE-BYCASE basis, considering the following factors:
 Long-term financial performance of the target company relative to its industry;
management’s track record
 Background to the proxy contest
 Qualifications of director nominees (both slates)
 Evaluation of what each side is offering shareholders as well as the likelihood
that the proposed objectives and goals can be met; and stock ownership
positions.
Reimbursing Proxy Solicitation Expenses
Voting to reimburse proxy solicitation expenses should be analyzed on a CASE-BYCASE basis. In cases where dissidents are involved, will vote YES for reimbursing
proxy solicitation expenses.
Confidential Voting
 Vote FOR shareholder proposals requesting that corporations adopt confidential
voting, use independent vote tabulators and use independent inspectors of
election, as long as the proposal includes a provision for proxy contests as
follows: In the case of a contested election, management should be permitted to
request that the dissident group honor its confidential voting policy. If the
dissidents agree, the policy remains in place. If the dissidents will not agree, the
confidential voting policy is waived.
 Vote FOR management proposals to adopt confidential voting.

Anti-Takeover Defenses and Voting Related Issues
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Advance Notice Requirements for Shareholder Proposals/Nominations
Votes on advance notice proposals are determined on a CASE-BY-CASE basis, giving
support to those proposals which allow shareholders to submit proposals as close to the
meeting date as reasonably possible and within the broadest window possible.
Amend Bylaws without Shareholder Consent
 Vote AGAINST proposals giving the board exclusive authority to amend the
bylaws.
 Vote FOR proposals giving the board the ability to amend the bylaws in addition
to shareholders.
Poison Pills
 Vote FOR shareholder proposals that ask a company to submit its poison pill for
shareholder ratification.
 Review on a CASE-BY-CASE basis shareholder proposals to redeem a
company’s poison pill.
 Review on a CASE-BY-CASE basis management proposals to ratify a poison pill.

Shareholder Ability to Act by Written Consent
 Vote AGAINST proposals to restrict or prohibit shareholder ability to take action
by written consent.
 Vote FOR proposals to allow or make easier shareholder action by written
consent.

Shareholder Ability to Call Special Meetings
 Vote AGAINST proposals to restrict or prohibit shareholder ability to call special
meetings.
 Vote FOR proposals that remove restrictions on the right of shareholders to act
independently of management.
Supermajority Vote Requirements
 Vote AGAINST proposals to require a supermajority shareholder vote.
 Vote FOR proposals to lower supermajority vote requirements.

Mergers and Corporate Restructurings
Appraisal Rights
Vote FOR proposals to restore, or provide shareholders with, rights of appraisal.
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Asset Purchases
Vote CASE-BY-CASE on asset purchase proposals, considering the following factors:







Purchase price
Fairness opinion
Financial and strategic benefits
How the deal was negotiated
Conflicts of interest
Other alternatives for the business noncompletion risk.

Asset Sales
Votes on asset sales should be determined on a CASE-BY-CASE basis, considering
the following factors:
 Impact on the balance sheet/working capital
 Potential elimination of diseconomies
 Anticipated financial and operating benefits
 Anticipated use of funds
 Value received for the asset
 Fairness opinion
 How the deal was negotiated
 Conflicts of interest.
Bundled Proposals
Review on a CASE-BY-CASE basis bundled or “conditioned” proxy proposals. In the
case of items that are conditioned upon each other, examine the benefits and costs of
the packaged items. In instances when the joint effect of the conditioned items is not in
shareholders’ best interests, vote against the proposals. If the combined effect is
positive, support such proposals.
Conversion of Securities
 Votes on proposals regarding conversion of securities are determined on a
CASE-BY- CASE basis. When evaluating these proposals the investor should
review the dilution to existing shareholders, the conversion price relative to
market value, financial issues, control issues, termination penalties, and conflicts
of interest.
 Vote FOR the conversion if it is expected that the company will be subject to
onerous penalties or will be forced to file for bankruptcy if the transaction is not
approved.
Corporate Reorganization/Debt Restructuring/Prepackaged Bankruptcy
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Plans/Reverse Leveraged Buyouts/Wrap Plans
Votes on proposals to increase common and/or preferred shares and to issue shares as
part of a debt restructuring plan are determined on a CASE-BY-CASE basis, taking into
consideration the following:
 Dilution to existing shareholders' position
 Terms of the offer
 Financial issues
 Management's efforts to pursue other alternatives
 Control issues
 Conflicts of interest.
 Vote FOR the debt restructuring if it is expected that the company will file for
bankruptcy if the transaction is not approved.
Formation of Holding Company
Votes on proposals regarding the formation of a holding company should be determined
on a CASE-BY-CASE basis, taking into consideration the following:
 The reasons for the change
 Any financial or tax benefits
 Regulatory benefits
 Increases in capital structure
 Changes to the articles of incorporation or bylaws of the company.
Absent compelling financial reasons to recommend the transaction, vote AGAINST the
formation of a holding company if the transaction would include either of the following:
Increases in common or preferred stock in excess of the allowable maximum as
calculated by valuation models (third party models)
Adverse changes in shareholder rights
Going Private Transactions (LBOs and Minority Squeezeouts)
Vote going private transactions on a CASE-BY-CASE basis, taking into account the
following: offer price/premium, fairness opinion, how the deal was negotiated, conflicts
of interest, other alternatives/offers considered, and noncompletion risk.
Joint Ventures
Votes CASE-BY-CASE on proposals to form joint ventures, taking into account the
following: percentage of assets/business contributed percentage ownership, financial
and strategic benefits, governance structure, conflicts of interest, other alternatives, and
noncompletion risk.
Liquidations
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Votes on liquidations should be made on a CASE-BY-CASE basis after reviewing
management’s efforts to pursue other alternatives, appraisal value of assets, and
the compensation plan for executives managing the liquidation.
Vote FOR the liquidation if the company will file for bankruptcy if the proposal is
not approved.

Mergers and Acquisitions/ Issuance of Shares to Facilitate Merger or Acquisition
Votes on mergers and acquisitions should be considered on a CASE-BY-CASE basis,
determining whether the transaction enhances shareholder value by giving
consideration to the following:








Prospects of the combined company, anticipated financial and operating benefits
Offer price
Fairness opinion
How the deal was negotiated
Changes in corporate governance
Change in the capital structure
Conflicts of interest.

Private Placements/Warrants/Convertible Debentures
 Votes on proposals regarding private placements should be determined on a
CASE-BY- CASE basis. When evaluating these proposals the investor should
review: dilution to existing shareholders' position, terms of the offer, financial
issues, and management’s efforts to pursue other alternatives, control issues,
and conflicts of interest.
 Vote FOR the private placement if it is expected that the company will file for
bankruptcy if the transaction is not approved.
Spinoffs
Votes on spinoffs should be considered on a CASE-BY-CASE basis depending on:
 Tax and regulatory advantages
 Planned use of the sale proceeds
 Valuation of spinoff
 Fairness opinion
 Benefits to the parent company
 Conflicts of interest
 Managerial incentives
 Corporate governance changes
 Changes in the capital structure
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Value Maximization Proposals
Vote CASE-BY-CASE on shareholder proposals seeking to maximize shareholder value
by hiring a financial advisor to explore strategic alternatives, selling the company or
liquidating the company and distributing the proceeds to shareholders. These
proposals should be evaluated based on the following factors: prolonged poor
performance with no turnaround in sight, signs of entrenched board and management,
strategic plan in place for improving value, likelihood of receiving reasonable value in a
sale or dissolution, and whether company is actively exploring its strategic options,
including retaining a financial advisor.

State of Incorporation
Control Share Acquisition Provisions
 Vote FOR proposals to opt out of control share acquisition statutes unless doing
so would enable the completion of a takeover that would be detrimental to
shareholders.
 Vote AGAINST proposals to amend the charter to include control share
acquisition provisions.
 Vote FOR proposals to restore voting rights to the control shares.
Control Share Cashout Provisions
Vote FOR proposals to opt out of control share cashout statutes.
Disgorgement Provisions
Vote FOR proposals to opt out of state disgorgement provisions.
Fair Price Provisions
 Vote proposals to adopt fair price provisions on a CASE-BY-CASE basis,
evaluating factors such as the vote required to approve the proposed acquisition,
the vote required to repeal the fair price provision, and the mechanism for
determining the fair price.
 Generally, vote AGAINST fair price provisions with shareholder vote
requirements greater than a majority of disinterested shares.

Freezeout Provisions
Vote FOR proposals to opt out of state freezeout provisions.
Greenmail
 Vote FOR proposals to adopt antigreenmail charter of bylaw amendments or
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otherwise restrict a company’s ability to make greenmail payments.
Review on a CASE-BY-CASE basis antigreenmail proposals when they are
bundled with other charter or bylaw amendments.

Reincorporation Proposals
 Proposals to change a company's state of incorporation should be evaluated on
a CASE- BY-CASE basis, giving consideration to both financial and corporate
governance concerns, including the reasons for reincorporating, a comparison of
the governance provisions, and a comparison of the jurisdictional laws.
 Vote FOR reincorporation when the economic factors outweigh any neutral or
negative governance changes.
Stakeholder Provisions
Vote AGAINST proposals that ask the board to consider nonshareholder constituencies
or other nonfinancial effects when evaluating a merger or business combination.
State Antitakeover Statutes
Review on a CASE-BY-CASE basis proposals to opt in or out of state takeover statutes
(including control share acquisition statutes, control share cash-out statutes, freezeout
provisions, fair price provisions, stakeholder laws, poison pill endorsements, severance
pay and labor contract provisions, antigreenmail provisions, and disgorgement
provisions).

Capital Structure
Adjustments to Par Value of Common Stock
Vote FOR management proposals to reduce the par value of common stock.
Common Stock Authorization
 Votes on proposals to increase the number of shares of common stock
authorized for issuance are determined on a CASE-BY-CASE basis.
 Vote AGAINST proposals at companies with dual-class capital structures to
increase the number of authorized shares of the class of stock that has superior
voting rights.
 Vote FOR proposals to approve increases beyond the allowable increase when a
company's shares are in danger of being delisted or if a company's ability to
continue to operate as a going concern is uncertain.
Dual-class Stock
 Vote AGAINST proposals to create a new class of common stock with superior
voting rights.
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Vote FOR proposals to create a new class of nonvoting or subvoting common
stock if:
It is intended for financing purposes with minimal or no dilution to current
shareholders
It is not designed to preserve the voting power of an insider or significant
shareholder

Issue Stock for Use with Rights Plan
 Vote AGAINST proposals that increase authorized common stock for the explicit
purpose of implementing a shareholder rights plan (poison pill).
Preemptive Rights
 Review on a CASE-BY-CASE basis shareholder proposals that seek preemptive
rights. In evaluating proposals on preemptive rights, consider the size of a
company, the characteristics of its shareholder base, and the liquidity of the
stock.
Preferred Stock
 Vote AGAINST proposals authorizing the creation of new classes of preferred
stock with unspecified voting, conversion, dividend distribution, and other rights
("blank check" preferred stock).
 Vote FOR proposals to create "declawed" blank check preferred stock (stock that
cannot be used as a takeover defense).
 Vote FOR proposals to authorize preferred stock in cases where the company
specifies the voting, dividend, conversion, and other rights of such stock and the
terms of the preferred stock appear reasonable.
 Vote AGAINST proposals to increase the number of blank check preferred stock
authorized for issuance when no shares have been issued or reserved for a
specific purpose.
 Vote CASE-BY-CASE on proposals to increase the number of blank check
preferred shares after analyzing the number of preferred shares available for
issue given a company's industry and performance in terms of shareholder
returns.
Recapitalization
Votes CASE-BY-CASE on recapitalizations (reclassifications of securities), taking into
account the following: more simplified capital structure, enhanced liquidity, fairness of
conversion terms, impact on voting power and dividends, reasons for the
reclassification, conflicts of interest, and other alternatives considered.
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Reverse Stock Splits
 Vote FOR management proposals to implement a reverse stock split when the
number of authorized shares will be proportionately reduced.
 Vote FOR management proposals to implement a reverse stock split to avoid
delisting. Votes on proposals to implement a reverse stock split that do not
proportionately reduce the number of shares authorized for issue should be
determined on a CASE-BY-CASE basis.
Share Repurchase Programs
Vote FOR management proposals to institute open-market share repurchase plans in
which all shareholders may participate on equal terms.
Stock Distributions: Splits and Dividends
Vote FOR management proposals to increase the common share authorization for a
stock split or share dividend, provided that the increase in authorized shares would not
result in an excessive number of shares available for issuance as determined using
third-party models.
Tracking Stock
Votes on the creation of tracking stock are determined on a CASE-BY-CASE basis,
weighing the strategic value of the transaction against such factors as: adverse
governance changes, excessive increases in authorized capital stock, unfair method of
distribution, diminution of voting rights, adverse conversion features, negative impact on
stock option plans, and other alternatives such as spinoff.

Executive and Director Compensation
We will generally vote FOR management proposals regarding executive and director
compensation. However, we do review compensation plans, focusing on the transfer of
shareholder wealth (the dollar cost of pay plans to shareholders instead of simply
focusing on voting power dilution).
Using the expanded compensation data disclosed under the SEC’s rules, we attempt to
identify every award type. Research will hopefully, include in its analyses an estimated
dollar cost for the proposed plan and all continuing plans. This cost, dilution to
shareholders’ equity, will also be expressed as a percentage figure for the transfer of
shareholder wealth, and will be considered long with dilution to voting power. Once the
estimated cost is determined, we compare it to a company-specific dilution cap.
Analysis may include a company-specific allowable pool of shareholder wealth that may
be transferred from the company to executives, adjusted for:
16
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Long-term corporate performance (on an absolute basis and relative to a
standard industry peer group and an appropriate market index),
Cash compensation, and
Categorization of the company as emerging, growth, or mature.

These adjustments are pegged to market capitalization. Other variables examine other
features of proposed pay plans such as administration, payment terms, plan duration,
and whether the administering committee is permitted to reprice underwater stock
options without shareholder approval.
Director Compensation
Votes on compensation plans for directors are determined on a CASE-BY-CASE basis.
Stock Plans in Lieu of Cash
 Votes for plans which provide participants with the option of taking all or a portion
of their cash compensation in the form of stock are determined on a CASE-BYCASE basis.
 Vote FOR plans which provide a dollar-for-dollar cash for stock exchange.
 Votes for plans which do not provide dollar-for-dollar cash for stock exchange
should be determined on a CASE-BY-CASE.
Director Retirement Plans
 Vote AGAINST retirement plans for nonemployee directors.
 Vote FOR shareholder proposals to eliminate retirement plans for nonemployee
directors.
Management Proposals Seeking Approval to Reprice Options
Votes on management proposals seeking approval to reprice options are evaluated on
a CASE-BY-CASE basis giving consideration to the following:








Historic trading patterns
Rationale for the repricing
Value-for-value exchange
Option vesting
Term of the option
Exercise price
Participation.

Employee Stock Purchase Plans
Votes on employee stock purchase plans should be determined on a CASE-BY-CASE
basis.
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Vote FOR employee stock purchase plans where all of the following apply:
Purchase price is at least 85 percent of fair market value
Offering period is 27 months or less, and
Potential voting power dilution (VPD) is ten percent or less.
Vote AGAINST employee stock purchase plans where any of the following apply:
Purchase price is less than 85 percent of fair market value, or
Offering period is greater than 27 months, or
VPD is greater than ten percent

Incentive Bonus Plans and Tax Deductibility Proposals (OBRA-Related
Compensation Proposals)
 Vote FOR proposals that simply amend shareholder-approved compensation
plans to include administrative features or place a cap on the annual grants any
one participant may receive to comply with the provisions of Section 162(m).






Vote FOR proposals to add performance goals to existing compensation plans to
comply with the provisions of Section 162(m) unless they are clearly
inappropriate.
Votes to amend existing plans to increase shares reserved and to qualify for
favorable tax treatment under the provisions of Section 162(m) should be
considered on a CASE-BY- CASE basis using a proprietary, quantitative model
developed by ISS.
Generally vote FOR cash or cash and stock bonus plans that are submitted to
shareholders for the purpose of exempting compensation from taxes under the
provisions of Section 162(m) if no increase in shares is requested.

Employee Stock Ownership Plans (ESOPs)
Vote FOR proposals to implement an ESOP or increase authorized shares for existing
ESOPs, unless the number of shares allocated to the ESOP is excessive (more than
five percent of outstanding shares.)
401(k) Employee Benefit Plans
Vote FOR proposals to implement a 401(k) savings plan for employees.
Shareholder Proposals Regarding Executive and Director Pay
 Generally, vote FOR shareholder proposals seeking additional disclosure of
executive and director pay information, provided the information requested is
relevant to shareholders' needs, would not put the company at a competitive
disadvantage relative to its industry, and is not unduly burdensome to the
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company.
Vote AGAINST shareholder proposals seeking to set absolute levels on
compensation or otherwise dictate the amount or form of compensation.
Vote AGAINST shareholder proposals requiring director fees be paid in stock
only. Vote FOR shareholder proposals to put option repricings to a shareholder
vote.
Vote on a CASE-BY-CASE basis for all other shareholder proposals regarding
executive and director pay, taking into account company performance, pay level
versus peers, pay level versus industry, and long term corporate outlook.

Performance-Based Stock Options
 Vote CASE-BY-CASE on shareholder proposals advocating the use of
performance- based stock options (indexed, premium-priced, and performancevested options), taking into account:




Whether the proposal mandates that all awards be performance-based
Whether the proposal extends beyond executive awards to those of lowerranking employees
Whether the company’s stock-based compensation plans meet SVT criteria and
do not violate repricing guidelines

Golden and Tin Parachutes
 Vote FOR shareholder proposals to require golden and tin parachutes (executive
severance agreements) to be submitted for shareholder ratification, unless the
proposal requires shareholder approval prior to entering into employment
contracts.
 Vote on a CASE-BY-CASE basis on proposals to ratify or cancel golden or tin
parachutes. An acceptable parachute should include the following:
 The parachute should be less attractive than an ongoing employment opportunity
with the firm
 The triggering mechanism should be beyond the control of management
 The amount should not exceed three times base salary plus guaranteed benefits

General Corporate Issues
Charitable/Political Contributions
Generally vote AGAINST proposals asking
nonpartisanship in the workplace so long as:

the

company

to

affirm

political
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The company is in compliance with laws governing corporate political activities,
and
The company has procedures in place to ensure that employee contributions to
company-sponsored political action committees (PACs) are strictly voluntary and
not coercive.

Vote AGAINST proposals to report or publish in newspapers the company’s political
contributions. Federal and state laws restrict the amount of corporate contributions and
include reporting requirements.
Vote AGAINST proposals disallowing the company from making political contributions.
Businesses are affected by legislation at the federal, state, and local level and barring
contributions can put the company at a competitive disadvantage.
Vote AGAINST proposals restricting the company from making charitable contributions.
Charitable contributions are generally useful for assisting worthwhile causes and for
creating goodwill in the community. In the absence of bad faith, self-dealing, or gross
negligence, management should determine which contributions are in the best interests
of the company.
Vote AGAINST proposals asking for a list of company executives, directors,
consultants, legal counsels, lobbyists, or investment bankers that have prior
government service and whether such service had a bearing on the business of the
company. Such a list would be burdensome to prepare without providing any
meaningful information to shareholders.

MILITARY BUSINESS
Foreign Military Sales / Offsets
Vote AGAINST reports on foreign military sales or offsets. Such disclosures may involve
sensitive and confidential information. Moreover, companies must comply with
government controls and reporting on foreign military sales.
WORKPLACE DIVERSITY
Equal Employment Opportunity (EEO)
Generally vote FOR reports outlining the company’s affirmative action initiatives unless
all of the following apply:


The company has well-documented equal opportunity programs
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The company already publicly reports on its company-wide affirmative initiatives
and provides data on its workforce diversity, and
The company has no recent EEO-related violations or litigation.

Vote AGAINST proposals seeking information on the diversity efforts of suppliers and
service providers, which can pose a significant cost and administration burden on the
company.
Glass Ceiling
Generally vote FOR reports outlining the company’s progress towards the Glass
Ceiling Commission’s business recommendations, unless:





The composition of senior management and the board is fairly inclusive
The company has well-documented programs addressing diversity initiatives and
leadership development
The company already issues public reports on its company-wide affirmative
initiatives and provides data on its workforce diversity, and
The company has had no recent, significant EEO-related violations or litigation

Sexual Orientation
Vote CASE-BY-CASE on proposals to amend the company’s EEO policy to include
sexual orientation, taking into account:
 Whether the company’s EEO policy is already in compliance with federal, state
and local laws
 Whether the company has faced significant controversies or litigation regarding
unfair treatment of gay and lesbian employees
 The industry norm for including sexual orientation in EEO statements
 Existing policies in place to prevent workplace discrimination based on sexual
orientation
Vote AGAINST proposals to extend company benefits to or eliminate benefits from
domestic partners. Benefit decisions should be left to the discretion of the company.

Mutual Fund Proxies
Election of Directors
Vote to elect directors on a CASE-BY-CASE basis, considering the following factors:
 Board structure
 Director independence and qualifications
 Attendance at board and committee meetings.
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Votes should be withheld from directors who:
 Attend less than 75 percent of the board and committee meetings without a valid
excuse for the absences. Valid reasons include illness or absence due to
company business. Participation via telephone is acceptable. In addition, if the
director missed only one meeting or one day’s meetings, votes should not be
withheld even if such absence dropped the director’s attendance below 75
percent.
 Ignore a shareholder proposal that is approved by a majority of shares
outstanding
 Ignore a shareholder proposal that is approved by a majority of the votes cast for
two consecutive years
 Are interested directors and sit on the audit or nominating committee, or
 Are interested directors and the full board serves as the audit or nominating
committee or the company does not have one of these committees?
Convert Closed-end Fund to Open-end Fund
Vote conversion proposals on a CASE-BY-CASE basis, considering the following
factors:
 Past performance as a closed-end fund
 Market in which the fund invests
 Measures taken by the board to address the discount
 Past shareholder activism, board activity, Votes on related proposals.

Proxy Contests
Votes on proxy contests should be determined on a CASE-BY-CASE basis, considering
the following factors:










Past performance relative to its peers
Market in which fund invests
Measures taken by the board to address the issues
Past shareholder activism, board activity, and votes on related proposals
Strategy of the incumbents versus the dissidents
Independence of directors
Experience and skills of director candidates
Governance profile of the company
Evidence of management entrenchment

Investment Advisory Agreements
Votes on investment advisory agreements should be determined on a CASE-BY-CASE
basis, considering the following factors:
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Proposed and current fee schedules
Fund category/investment objective
Performance benchmarks
Share price performance compared to peers
Resulting fees relative to peers
Assignments (where the advisor undergoes a change of control).

Approve New Classes or Series of Shares
Vote FOR the establishment of new classes or series of shares.
Preferred Stock Proposals
Votes on the authorization for or increase in preferred shares should be determined on
a
CASE-BY-CASE basis, considering the following factors:




Stated specific financing purpose
Possible dilution for common shares
Whether the shares can be used for antitakeover purposes.

1940 Act Policies
Votes on 1940 Act policies should be determined on a CASE-BY-CASE basis,
considering the following factors:
 Potential competitiveness
 Regulatory developments
 Current and potential returns
 Current and potential risk.
Generally vote FOR these amendments as long as the proposed changes do not
fundamentally alter the investment focus of the fund and do comply with the current
SEC interpretation.
Change Fundamental Restriction to Nonfundamental Restriction
Proposals to change a fundamental restriction to a Nonfundamental restriction should
be evaluated on a CASE-BY-CASE basis, considering the following factors:




The fund's target investments
The reasons given by the fund for the change
The projected impact of the change on the portfolio.

Change Fundamental Investment Objective to Nonfundamental
Vote AGAINST proposals to change a fund’s fundamental investment objective to
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Nonfundamental.
Name Change Proposals
Votes on name change proposals should be determined on a CASE-BY-CASE basis,
considering the following factors:
 Political/economic changes in the target market
 Consolidation in the target market
 Current asset composition
Change in Fund's Subclassification
Votes on changes in a fund's subclassification should be determined on a CASE-BYCASE basis, considering the following factors:





Potential competitiveness
Current and potential returns
Risk of concentration
Consolidation in target industry

Disposition of Assets/Termination/Liquidation
Vote these proposals on a CASE-BY-CASE basis, considering the following factors:
 Strategies employed to salvage the company
 The fund’s past performance
 Terms of the liquidation.

Changes to the Charter Document
Votes on changes to the charter document should be determined on a CASE-BY-CASE
basis, considering the following factors:
 The degree of change implied by the proposal
 The efficiencies that could result:
 The state of incorporation
 Regulatory standards and implications.
Vote AGAINST any of the following changes:
 Removal of shareholder approval requirement to reorganize or terminate the trust
or any of its series
 Removal of shareholder approval requirement for amendments to the new
declaration of trust
 Removal of shareholder approval requirement to amend the fund's management
contract, allowing the contract to be modified by the investment manager and the
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trust management, as permitted by the 1940 Act
Allow the trustees to impose other fees in addition to sales charges on
investment in a fund, such as deferred sales charges and redemption fees that
may be imposed upon redemption of a fund's shares
Removal of shareholder approval requirement to engage in and terminate sub
advisory arrangements
Removal of shareholder approval requirement to change the domicile of the fund

Change the Fund’s Domicile
Vote reincorporation’s on a CASE-BY-CASE basis, considering the following factors:
 Regulations of both states
 Required fundamental policies of both states
 Increased flexibility available.
Authorize the Board to Hire and Terminate Subadvisors Without Shareholder
Approval
Vote AGAINST proposals authorizing the board to hire/terminate subadvisors without
shareholder approval.
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Distribution Agreements
Vote these proposals on a CASE-BY-CASE basis, considering the following factors:
 Fees charged to comparably sized funds with similar objectives
 The proposed distributor’s reputation and past performance
 The competitiveness of the fund in the industry
 Terms of the agreement.

Master-Feeder Structure
Vote FOR the establishment of a master-feeder structure.

Mergers
Vote merger proposals on a CASE-BY-CASE basis, considering the following factors:
 Resulting fee structure
 Performance of both funds
 Continuity of management personnel
 Changes in corporate governance and their impact on shareholder rights.
Shareholder Proposals to Establish Director Ownership Requirement
Generally vote AGAINST shareholder proposals that mandate a specific minimum
amount of stock that directors must own in order to qualify as a director or to remain on
the board.
While we favor stock ownership on the part of directors, the company should determine
the appropriate ownership requirement.
Shareholder Proposals to Reimburse Proxy Solicitation Expenses
Voting to reimburse proxy solicitation expenses should be analyzed on a CASE-BYCASE basis. In cases where dissidents are involved, we also recommend voting for
reimbursing proxy solicitation expenses.
Shareholder Proposals to Terminate Investment Advisor
Vote to terminate the investment advisor on a CASE-BY-CASE basis, considering the
following factors:




Performance of the fund’s NAV
The fund’s history of shareholder relations
The performance of other funds under the advisor’s management
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