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Policy Statement and Introduction 
 
Westfield Capital Management Company, L.P. (“WCM”) will offer to vote proxies for all 
accounts.  WCM believes that the voting of proxies can be an important tool for investors to 
promote best practices in corporate governance and we seek to vote all proxies in the best 
interests of our clients as investors.  We also recognize that the voting of proxies with respect to 
securities held in managed accounts is an investment responsibility having economic value.   
 
This memorandum sets forth WCM’s policies for voting proxies.  WCM has adopted and 
implemented policies and procedures that we believe are reasonably designed to ensure that 
proxies are voted in the best interest of our clients, in accordance with our fiduciary duties and 
Rule 206(4)-6 under the Investment Advisers Act of 1940 (the “Act”).  Our authority to vote 
proxies for our clients is established by our advisory contracts or comparable documents.  In 
addition to SEC requirements governing advisers, our proxy voting policies reflect the long-
standing fiduciary standards and responsibilities for ERISA accounts set out in Department of 
Labor Bulletin 94-2, 29 C.F.R. 2509.94-2 (July 29, 1994).  Additionally, in accordance with Rule 
204-2 of the Act, WCM will maintain records of voting of shares for which WCM has proxy 
voting authority in accordance with its fiduciary obligations and applicable law.   
 
 

Proxy Committee 
 
WCM has a Proxy Committee (the “Committee”) composed of individuals from investment, 
marketing and compliance departments.  The Committee is responsible for appointing members 
to the Committee and setting general policy as to proxies.  Specifically, the Committee:  
 
1. reviews these procedures and the Proxy Guidelines annually and approves any 

amendments considered to be advisable; 
 
2 considers special proxy issues as they may arise from time to time. 
 
 
As of the date of these procedures, the following members of WCM will serve on the Committee: 
 
Brandi McMahon, Senior Compliance Associate, Chairperson 
Heather Witte, Senior Marketing and Client Service Representative 
John Montgomery, Partner and Portfolio Strategist 
Karen DiGravio, Partner, Chief Financial Officer and Chief Compliance Officer  
 
 



 

Proxy Voting Administration 
 
WCM’s Proxy Associate, under supervision of the Proxy Committee, has the following duties: 
 
1. oversee the work of any third party vendor hired to process proxy votes; as of the date of 

these procedures, WCM’s third party vendor is Glass Lewis & Co. (“Glass Lewis”). WCM 
utilizes Glass Lewis’ Viewpoint Proxy Platform; 

 
2. monitor the ballot reconciliation conducted by Glass Lewis, and disseminate summaries of 

proxy meetings and missing ballots to the Proxy Committee quarterly; 
 
3. review and approve votes on Glass Lewis; 
 
4. maintain required records of proxy votes on behalf of WCM client accounts including 

maintaining documents received or created that were material to the voting decision; 
 
5. prepare and distribute reports requested by WCM clients; 
 
6. maintain records of all communications received from clients requesting information on 

proxy voting and responses thereto; 
 
7. escalate issues on recurring problems reported;  
 
8. communicate the registration of any new accounts with proxy voting authority, custodian 

changes or terminated accounts to Glass Lewis; 
 
9. report any conflicts of interest to the Proxy Committee and obtain an approval from the 

committee, if an override is necessary (See Conflicts of Interest section within this policy for 
specific procedures); and 

 
10. conduct due diligence annually on Glass Lewis, including the review of a SAS70 . 
 
 
 
 

Proxy Voting Guidelines 
 
WCM maintains written voting guidelines (“Guidelines”) setting forth voting positions 
determined by the Committee on those issues believed most likely to arise day to day.   
 
The Proxy Associate reviews the proxy agenda against WCM’s guidelines and the 
recommendation from Glass Lewis. The Proxy Associate will exercise discretion to vote the 
proxies within WCM proxy policy guidelines as recommended in Glass Lewis. Any contentious 
issues, especially, special meeting agendas or contested meetings will be referred to the 
appropriate WCM Security Analyst. If WCM is among the Top 10 shareholders, the Proxy 
Associate will confirm the recommended votes with the WCM Security Analyst. The WCM 
Security Analyst will provide a recommended rationale if an override is proposed and the Proxy 
Committee will approve the override by a majority vote.  
 
A copy of the Guidelines is attached to this memorandum as Exhibit A.  WCM will vote all 
proxies in accordance with the Guidelines subject to the following exceptions: 
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1. If the WCM investment analyst covering the stock of a company with a proxy vote 

believes that following the Guidelines in any specific case would not be in the clients’ 
best interests, they may request the Proxy Associate not to follow the Guidelines in such 
case.  The request must be in writing and include an explanation of the rationale for doing 
so.  The Proxy Associate will review any such request with the Committee and will 
maintain records of each item. 

 
2. For clients with plan assets subject to ERISA, under rules of the U. S. Department of 

Labor (“DOL”), WCM may accept instructions to vote proxies in accordance with AFL-
CIO proxy voting guidelines, in lieu of WCM’s regular Guidelines. For a summary of 
AFL-CIO Guidelines please see Exhibit E. WCM may accept instructions to vote proxies 
under client specific guidelines subject to review and acceptance by the Proxy 
Committee.  

 
3. For clients who support social responsible issues, WCM may accept instructions to vote 

proxies in accordance with WCM policy, coupled with Glass Lewis’ Socially 
Responsible Guidelines, when specific SRI issues are not covered. Please see Exhibit F 
for a summary of these guidelines. 

 
4. Information on WCM’s proxy voting decision may not be distributed to external 

solicitors. 
 
5. The Proxy Associate will ensure that all ballots will be voted provided that they are 

received on the vote deadline date. All missing ballots will be noted in the ballot records, 
indicating the reason why they were not voted and documenting our best efforts to obtain 
such ballots.  

 
6. In light of the potential conflict of interest arising from a WCM employee holding a 

directorship with Metabolix, Inc., the Proxy Committee has resolved that Metabolix, Inc. 
proxies will be voted strictly in accordance with Glass, Lewis’ recommendations and that 
WCM not retain any discretion over such proxies.  

 
 

Conflicts of Interest 
 
A potential conflict of interest may arise when voting proxies of an issuer which has a significant 
business relationship with WCM.  For example, WCM could manage a defined benefit or defined 
contribution pension plan for the issuer.  WCM’s policy is to vote proxies based solely on the 
investment merits of the proposal.  In order to guard against conflicts, the following procedures 
have been adopted: 
 
1. A portion of the Committee is composed of professionals from the Investment 

Committee.  Furthermore, proxy administration is in the Compliance Department 
 
2. WCM investment professionals responding to referral requests must disclose any contacts 

with third parties other than normal contact with proxy solicitation firms. 
 
3. For all meetings where we are voting against policy as requested by the WCM Security 

Analyst and/or client, the Proxy Associate will first check for conflicts among the 
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Company’s Board of Directors up for reelection and then obtain majority approval from 
the Proxy Committee. In addition, the Proxy Associate will review material conflicts of 
interest by checking the WCM vendor list provided by the WCM Treasurer. If any 
conflicts arise, it will be brought to the Proxy Committee’s attention and Exhibit B will 
be completed and retained. 

 
 

Recordkeeping 
 
The Proxy Associate, will retain copies of the following books and records for the required 
retention period.  The Proxy Associate is responsible for ensuring that all required proxy records 
are accurate and complete.  At a minimum the following records will be retained by WCM or 
Glass Lewis: 
 
1. a copy of the Proxy Voting Polices and Guidelines and amendments that were in effect 

for at least the past five years. 
 
2. electronic or paper copies of each proxy statement received by WCM or Glass Lewis 

with respect to securities in client accounts; 
 
3. records of each vote cast for each client; 
 
4. a reconciliation of Westfield holdings vs. ballots received; 
 
5. ballot reconciliation reports; 
 
6. shares on loan and missing ballot reports; 
 
7. internal documents generated in connection with a proxy referral to the Investment 

Committee such as emails, memoranda etc; 
 
8. written reports to clients on proxy voting and of all client requests for information and 

WCM’s response; 
 
9. disclosure documentation to clients on how they may obtain information on how we 

voted their securities. 
 
In accordance with Rule 204-2 of the Investment Advisers Act of 1940, all proxy voting records 
will be maintained for five years.  Westfield will (1) require Glass Lewis to provide copies of all 
voting records promptly upon request; and (2) require Glass Lewis to maintain the records noted 
in (2) and (3) above.  
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Exhibit A  
 

Westfield Capital Management Company, L.P. 
Proxy Voting Guidelines 

 
 

 
The Proxy Voting Guidelines below summarize WCM’s positions on various issues of concern to 
investors and indicate how client portfolio securities will be voted on proposals dealing with a 
particular issue.  These Guidelines have been established for the specific purpose of promoting 
the economic interests of our clients. In addition to our Proxy Voting Guidelines, WCM will also 
consider the research and recommendations from Glass Lewis for guidance; particularly for 
issues not covered in our Proxy Policy, as well as on issues specific to Taft-Hartley and Social 
Responsibility. If the stock is not in our research universe, WCM will default to Glass Lewis 
research recommendations. If the issue is in our research universe but is not covered under the 
policy, WCM will also default to the Glass Lewis research recommendation. Please see Glass 
Lewis’ Proxy Paper Policy Guidelines in Exhibit C. However, in this circumstance, the analyst 
has the authority to override the recommendation with the rationale provided. 
 
 
The following Guidelines are grouped according to the types of proposals generally presented to 
shareholders.  Part I deals with proposals which have been approved and recommended by a 
company’s board of directors.  Part II deals with proposals submitted by shareholders for 
inclusion in proxy statements.  Part III addresses unique considerations pertaining to non-US 
issuers.   
 
I.  Board-Approved Proposals 
 
Proxies will be voted for board-approved proposals, except as follows: 
 
A.  Matters Relating to the Board of Directors 
 
The board of directors has the important role of overseeing management and its performance on 
behalf of shareholders.  Proxies will be voted for the election of the company’s nominees for 
directors and for board-approved proposals on other matters relating to the board of directors 
(provided that such nominees and other matters have been approved by an independent 
nominating committee), except as follows: 
 

 WCM will withhold votes for any nominee for director if 
 

• The board does not have a two-third majority of independent directors. In the 
event that more than one third of the members are affiliated or inside directors, 
we will withhold votes per Glass Lewis research recommendations to satisfy the 
two-thirds threshold that is deemed appropriate. However, the two third majority 
does not apply when a single individual or entity owns more than 50% of the 
voting shares (“Controlled Companies”) as the interests of the majority of 
shareholders are the interests of that entity or individual; or 
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• The board does not have nominating, audit and compensation committees 
composed solely of independent directors; or 

 
 WCM will withhold votes for any nominee for the:  

 
• audit committee who sits on more than three public company audit committees; 

or 
 

• compensation committee if performance goals were changed when employees 
failed or were unlikely to meet original goals or performance-based 
compensation was paid despite goals not being attained; or 

 
• compensation committee who is currently up for election and served at the time 

of poor pay-for-performance. 
 

 WCM will withhold votes for the audit committee chair if the chairperson failed to put 
audit ratification on the ballot for shareholder approval for the upcoming year. 

 
 For these purposes, an “independent director” is a director who meets all requirements to 

serve as an independent director of a company under the NYSE (Article 4 Section 2 of 
the NYSE Commission) and NASDAQ rule No. 4200 and 4300 (i.e., no material 
business relationships with the company, no present or recent employment relationship 
with the company (including employment of immediate family members) and, in the case 
of audit committee members, no compensation for non-board services). If a board does 
not meet these independent standards, WCM may refer to Glass, Lewis research 
recommendations. 

 
 WCM will withhold votes for any nominee for director who is considered an 

independent director by the company and who has received compensation from the 
company other than for service as a director (e.g., investment banking, consulting, legal 
or financial advisory fees). 

 
 WCM will withhold votes for any nominee for director who attends less than 75% of 

board and committee meetings without valid reasons for the absences (i.e., illness, 
personal emergency, etc.). 

 
WCM is concerned about over-committed directors.  In some cases, directors may serve on too 
many boards to make a meaningful contribution.   
 

 WCM will withhold votes for an executive officer of any public company while serving 
more than four public company boards and any other director who serves on more than a 
total of six public company boards.   

 
 WCM will withhold votes for any nominee for director of a public company (Company 

A) who is employed as a senior executive of another public company (Company B) if a 
director of Company B serves as a senior executive of Company A (commonly referred 
to as an “interlocking directorate”). 

 
Board independence depends not only on its members’ individual relationships, but also the 
board’s overall attitude toward management.  Independent boards are committed to good 
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corporate governance practices and, by providing objective independent judgment, enhance 
shareholder value.   
 

 WCM will withhold votes from directors who failed to observe good corporate 
governance practices with regards to option backdating as it allows options to be granted 
at a lower price before the release of positive news i.e. spring loading or following the 
release of negative news i.e. bullet-dodging. This raises a concern similar to that of 
insider trading, or trading on material non-public information.  

 
 WCM will withhold votes for the chair of the nominating or governance committee 

when the board is less than two-thirds independent, the chairman is not independent and 
an independent lead or presiding director has not been appointed unless company 
performance has been in the top quartile of the company’s peers 

 
 WCM will vote against proposals to classify a board, absent special circumstances 

indicating that shareholder interests would be better served by this structure. 
 
WCM believes that separating the roles of corporate officer and the chairman of the board is 
typically a better governance structure than a combined executive/chairman position. The role of 
executives is to manage the business on the basis of the course charted by the board.  
 

 WCM will vote for the separation between the roles of chairman of the board and CEO, 
with the exception of smaller companies with limited group of leaders. It may be 
appropriate for these positions to be combined for some period of time.  

 
 
B.  Compensation Plans 
 

 Stock Incentive/Option Plans  
 

• WCM will vote for performance based options requirements; and 
 

• WCM will vote for equity based compensation plans if Glass Lewis research 
indicates that the proposed plan is not excessive from the average plan for the 
peer group on a range of criteria, including dilution to shareholders and the 
projected annual cost relative to the company’s financial performance; and 

 
• WCM will vote against if plan permits replacing or repricing of underwater 

options (and against any proposal to authorize such replacement or repricing of 
underwater options); and 

 
• WCM will vote against if dilution represented by this proposal is more than 10% 

outstanding common stock unless our research indicates that a slightly higher 
dilution rate may be in the best interests of shareholders; and  

 
• WCM will vote against if the stock incentive/option plans permits issuance of 

options with an exercise price below the stock’s current market price; and 
 

• WCM will vote for stock options if the stock options are fully expensed; and 
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• WCM will vote for option grants or other stock incentive/option awards that will 
help align the interests of outside directors provided that financial cost to the 
company does not threaten to compromise the objectivity 

 
 WCM will vote for all deferred compensation plans 

 
 WCM will vote for all bonus plans recommended by the company’s management  

 
 

In voting on proposals relating to compensation plan proposals, WCM will consider whether the 
proposal has been approved by an independent compensation committee of the board. 
 
C.  Capitalization 
 

 WCM will vote for proposals relating to the authorization of additional common stock if 
the justification for the increase and the amount of the increase is reasonable. 

 
 WCM will vote for proposals to effect stock splits (excluding reverse stock splits.) 

 
 WCM will vote for proposals authorizing share repurchase programs. 

 
 
D.  Acquisitions, Mergers, Reincorporations, Reorganizations and Other Transactions 
 

 WCM will refer to the Security Analyst on business transactions such as acquisitions, 
mergers, and reorganizations involving business combinations, liquidations and sale of all 
or substantially all of a company’s assets 

 
 WCM will vote for mergers and reorganizations involving business combinations 

designed solely to reincorporate a company in Delaware. 
 
E.  Anti-Takeover Measures 

 
WCM will vote against board-approved proposals to adopt anti-takeover measures such as a 
shareholder rights plan, supermajority voting provisions, issuance of blank check preferred stock 
and the creation of a separate class of stock with disparate voting rights, except as follows: 
 

 WCM will vote for proposals to adopt fair price provisions. 
 
 
F.  Auditors 

 
WCM will vote for board approval proposal regarding the selection or ratification of an auditor 
except as follows: 

 
 

 WCM will vote against when there have been restatements or late filings where the 
auditors bear some responsibility for the restatements. 
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G. Other Business Matters 
 
WCM will vote for board-approved proposals approving routine business matters such as 
changing the company’s name, and procedural matters relating to the shareholder meeting, except 
as follows: 
 

 WCM will vote against authorization to transact other unidentified, substantive business 
at the meeting. 

 
 WCM will vote against proposals to adjourn a meeting to obtain more votes unless the 

adjournment is intended to secure more votes in a proposal that is in accordance to 
WCM’s vote.   

 
 
II.  Shareholder Proposals 
 

 WCM will vote for shareholder proposals to declassify a board, absent special 
circumstances which would indicate that shareholder interests are better served by a 
classified board structure. 

 
 WCM will vote for shareholder proposals to require shareholder approval of shareholder 

rights plans. 
 

 WCM will vote for shareholder proposals to restore cumulative voting if a board is 
controlled mainly by insiders or affiliates where the company’s ownership structure 
includes one or more very large shareholders that typically control a majority-voting 
block of the company’s stock. 

 
 WCM will vote for shareholder proposals for the election of directors by a majority vote, 

unless it would clearly disadvantage the company. 
 

 WCM will vote for shareholder proposals that are consistent with WCM’s proxy voting 
guidelines for board-approved proposals.   

 
 

III.  Voting Shares of Non U.S. Issuers 
 
WCM recognizes that the laws governing non-U.S. issuers will vary significantly from US law 
and from jurisdiction to jurisdiction.  Accordingly it may not be possible or even advisable to 
apply these guidelines mechanically to non-US issuers. However, WCM believes that 
shareholders of all companies are protected by the existence of a sound corporate governance and 
disclosure framework. Accordingly, WCM will vote proxies of non US issuers in accordance 
with the foregoing Guidelines where applicable, except as follows: 
 

 WCM will vote for shareholder proposals calling for a majority of the directors to be 
independent of management. 

 
 WCM will vote for shareholder proposals seeking to increase the independence of board 

nominating, audit and compensation committees. 
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 WCM will vote for shareholder proposals that implement corporate governance standards 
similar to those established under U.S. federal law and the listing requirements of U.S. 
stock exchanges, and that do not otherwise violate the laws of the jurisdiction under 
which the company is incorporated. 

 
 
Many non-U.S. jurisdictions impose material burdens on voting proxies.  There are three primary 
types of limits as follows: 
 

• Share blocking.  Shares must be frozen for certain periods of time to vote via 
proxy. 

 
• Share re-registration.  Shares must be re-registered out of the name of the local 

custodian or nominee into the name of the client for the meeting and, in may 
cases, then reregistered back.  Shares are normally blocked in this period. 

 
• Powers of Attorney.  Detailed documentation from a client must be given to the 

local sub-custodian.  In many cases WCM is not authorized to deliver this 
information or sign the relevant documents. 

 
WCM’s policy is to weigh the benefits to clients from voting in these jurisdictions against the 
detriments of doing so.  For example, in a share-blocking jurisdiction, it will normally not be in a 
client’s interest to freeze shares simply to participate in a non-contested routine meeting.   More 
specifically, WCM will normally not vote shares in non-U.S. jurisdictions imposing burdensome 
proxy voting requirements except in significant votes (such as contested elections and major 
corporate transactions) where directed by portfolio managers.             
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Exhibit B  
 
 

WESTFIELD CAPITAL MANAGEMENT COMPANY, L.P. 
PROXY VOTING CONFLICT 

OF INTEREST DISCLOSURE FORM 
 
 

1. Company name:____________________________________________    
 

2. Date of Meeting: ___________________________________________ 
 

3. Referral Item(s): ____________________________________________   
 

4. Description of WCM’s Business Relationship with Issuer of Proxy which may give 
rise to a conflict of interest: 
____________________________________________________________________ 
 

 
5. Describe procedures used to address any conflict of interest:  

 
Where a proxy proposal raises a material conflict between WCM’s interests and a 
client’s interest, WCM will obtain approval from the Proxy Committee.  

 
WCM will review the proxy proposal for conflicts of interest as part of the overall 
vote review process.  All material conflicts of interest so identified by WCM will be 
addressed as described above in this section 
 

 
6. Describe any contacts from parties outside WCM (other than routine 

communications from proxy solicitors) with respect to the referral item not otherwise 
reported in an investment professional’s recommendation:   

 
 

 
 
CERTIFICATION 
 
The undersigned employee of WCM certifies that, to the best of her knowledge, any 
recommendation of an investment professional provided under circumstances where a 
conflict of interest exists was made solely on the investment merits and without regard to any 
other consideration.   
       
_______________________________ 
Name:  
Title:    
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Exhibit C 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

DOMESTIC 
PROXY PAPER POLICY GUIDELINES 

 
AN OVERVIEW OF THE GLASS LEWIS APPROACH TO 

DOMESTIC PROXY ADVICE 
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I. ELECTION OF DIRECTORS  
 
Board of Directors  
 
Boards are put in place to represent shareholders and protect their interests. Glass Lewis seeks 
boards with a proven record of protecting shareholders and delivering value over the medium- 
and long-term. We believe that boards working to protect and enhance the best interests of 
shareholders are independent, have directors with diverse backgrounds, have a record of positive 
performance, and have members with a breadth and depth of relevant experience.  
 
Board Composition  
 
We look at each individual on the board and examine his or her relationships with the company, the 
company’s executives and with other board members. The purpose of this inquiry is to determine 
whether pre-existing personal, familial or financial relationships are likely to impact the decisions of 
that board member.  
 
We vote in favor of governance structures that will drive positive performance and enhance 
shareholder value. The most crucial test of a board’s commitment to the company and to its 
shareholders is the performance of the board and its members. The performance of directors in their 
capacity as board members and as executives of the company, when applicable, and in their roles at 
other companies where they serve is critical to this evaluation.  
 
We believe a director is independent if he or she has no material financial, familial or other current 
relationships with the company, its executives or other board members except for service on the board 
and standard fees paid for that service. Relationships that have existed within the five years prior to 
the inquiry are usually considered to be “current” for purposes of this test.  
 
In our view, a director is affiliated if he or she has a material financial, familial or other relationship 
with the company or its executives, but is not an employee of the company. This includes directors 
whose employers have a material financial relationship with the Company. This also includes a 
director who owns or controls 25% or more of the company’s voting stock.  
 
We define an inside director as one who simultaneously serves as a director and as an employee 
of the company. This category may include a chairman of the board who acts as an employee of 
the company or is paid as an employee of the company.  
 
Although we typically vote for the election of directors, we will recommend voting against 
directors (or withholding where applicable, here and following) for the following reasons:  
 

• A director who attends less than 75% of the board and applicable committee 
meetings.  

• A director who fails to file timely form(s) 4 or 5 (assessed on a case-by-case 
basis).  

• A director who is also the CEO of a company where a serious restatement 
has occurred after the CEO certified the pre-restatement financial statements.  

• All board members who served at a time when a poison pill was adopted 
without shareholder approval within the prior twelve months.  

 
We also feel that the following conflicts of interest may hinder a director’s performance and will 
therefore recommend voting against a:  
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• CFO who presently sits on the board.  
• Director who presently sits on an excessive number of boards  
• Director, or a director whose immediate family member, provides material 

professional services to the company at any time during the past five years.  
• Director, or a director whose immediate family member, engages in airplane, 

real estate or other similar deals, including perquisite type grants from the 
company.  

• Director with an interlocking directorship.  
 
Board Committee Composition  
 
All key committees including audit, compensation, governance, and nominating committees 
should be composed solely of independent directors and each committee should be focused on 
fulfilling its specific duty to shareholders. We typically recommend that shareholders vote against 
any affiliated or inside director seeking appointment to an audit, compensation, nominating or 
governance committee or who has served in that capacity in the past year.  
 
Review of the Compensation Discussion and Analysis Report  
 
We review the CD&A in our evaluation of the overall compensation practices of a company, as 
overseen by the compensation committee. In our evaluation of the CD&A, we examine, among 
other factors, the extent to which the company has used performance goals in determining overall 
compensation, how well the company has disclosed performance metrics and goals and the extent 
to which the performance metrics, targets and goals are implemented to enhance company 
performance. We would recommend voting against the chair of the compensation committee 
where the CD&A provides insufficient or unclear information about performance metrics and 
goals, where the CD&A indicates that pay is not tied to performance, or where the compensation 
committee or management has excessive discretion to alter performance terms or increase 
amounts of awards in contravention of previously defined targets.  
 
Review of Risk Management Controls  
 
We believe companies, particularly financial firms, should have a dedicated risk committee, or a 
committee of the board charged with risk oversight, as well as a chief risk officer who reports 
directly to that committee, not to the CEO or another executive. In cases where a company has 
disclosed a sizable loss or writedown, and where a reasonable analysis indicates that the 
company’s board-level risk committee should be held accountable for poor oversight, we would 
recommend that shareholders vote against such committee members on that basis. In addition, in 
cases where a company maintains a significant level of financial risk exposure but fails to 
disclose any explicit form of board-level risk oversight (committee or otherwise), we will 
consider recommending to vote against the chairman of the board on that basis.  
 
Separation of the roles of Chairman and CEO  
 
Glass Lewis believes that separating the roles of corporate officers and the chairman of the board 
is a better governance structure than a combined executive/chairman position. The role of 
executives is to manage the business on the basis of the course charted by the board. Executives 
should be in the position of reporting and answering to the board for their performance in 
achieving the goals set out by such board. This becomes much more complicated when 
management actually sits on, or chairs, the board.  
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We view an independent chairman as better able to oversee the executives of the company and set 
a pro-shareholder agenda without the management conflicts that a CEO and other executive 
insiders often face. This, in turn, leads to a more proactive and effective board of directors that is 
looking out for the interests of shareholders above all else.  
 
We do not recommend voting against CEOs who serve on or chair the board. However, we do 
support a separation between the roles of chairman of the board and CEO, whenever that question 
is posed in a proxy.  
 
In the absence of an independent chairman, we support the appointment of a presiding or lead 
director with authority to set the agenda for the meetings and to lead sessions outside the presence 
of the insider chairman.  
 
Majority Voting for the Election of Directors 
 
Glass Lewis will generally support proposals calling for the election of directors by a majority 
vote in place of plurality voting. If a majority vote standard were implemented, a nominee would 
have to receive the support of a majority of the shares voted in order to assume the role of a 
director. Thus, shareholders could collectively vote to reject a director they believe will not 
pursue their best interests. We think that this minimal amount of protection for shareholders is 
reasonable and will not upset the corporate structure nor reduce the willingness of qualified 
shareholder-focused directors to serve in the future.  
 
Classified Boards  
 
Glass Lewis favors the repeal of staggered boards in favor of the annual election of directors. We 
believe that staggered boards are less accountable to shareholders than annually elected boards. 
Furthermore, we feel that the annual election of directors encourages board members to focus on 
protecting the interests of shareholders.  
 
Mutual Fund Boards  
 
Mutual funds, or investment companies, are structured differently than regular public companies 
(i.e., operating companies). Members of the fund's adviser are typically on the board and 
management takes on a different role than that of other public companies. As such, although 
many of our guidelines remain the same, the following differences from the guidelines at 
operating companies apply at mutual funds:  
 

1. We believe three-fourths of the boards of investment companies should be made up of 
independent directors, a stricter standard than the two-thirds independence standard we 
employ at operating companies. 

2. We recommend voting against the chairman of the nominating committee at an 
investment company if the chairman and CEO of a mutual fund is the same person and 
the fund does not have an independent lead or presiding director.  

 
II. FINANCIAL REPORTING  
 
Auditor Ratification  
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We believe that role of the auditor is crucial in protecting shareholder value. In our view, 
shareholders should demand the services of objective and well-qualified auditors at every 
company in which they hold an interest. Like directors, auditors should be free from conflicts of 
interest and should assiduously avoid situations that require them to make choices between their 
own interests and the interests of the shareholders.  
 
Glass Lewis generally supports management's recommendation regarding the selection of an 
auditor. However, we recommend voting against the ratification of auditors for the following 
reasons: 

• When audit fees added to audit-related fees total less than one-third of total 
fees. 

• When there have been any recent restatements or late filings by the company 
where the auditor bears some responsibility for the restatement or late filing 
(e.g., a restatement due to a reporting error). 

• When the company has aggressive accounting policies. 
• When the company has poor disclosure or lack of transparency in financial 

statements. 
• When there are other relationships or issues of concern with the auditor that 

might suggest a conflict between the interest of the auditor and the interests 
of shareholders. 

• When the company is changing auditors as a result of a disagreement 
between the company and the auditor on a matter of accounting principles or 
practices, financial statement disclosure or auditing scope or procedures.  

 
Auditor Rotation  
 
We typically support audit related proposals regarding mandatory auditor rotation when the 
proposal uses a reasonable period of time (usually not less than 5-7 years).  
 
Pension Accounting Issues  
 
Proxy proposals sometimes raise the question as to whether pension accounting should have an 
effect on the company's net income and therefore be reflected in the performance of the business 
for purposes of calculating payments to executives. It is our view that pension credits should not 
be included in measuring income used to award performance-based compensation. Many of the 
assumptions used in accounting for retirement plans are subject to the discretion of a company, 
and management would have an obvious conflict of interest if pay were tied to pension income.  
 
III. COMPENSATION  
 
Equity Based Compensation Plans  
 
Glass Lewis evaluates option and other equity-based compensation on a case-by-case basis. We 
believe that equity compensation awards are a useful tool, when not abused, for retaining and 
incentivizing employees to engage in conduct that will improve the performance of the company.  
 
We evaluate option plans based on ten overarching principles: 
 

• Companies should seek additional shares only when needed. 
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• The number of shares requested should be small enough that companies need 
shareholder approval every three to four years (or more frequently). 

• If a plan is relatively expensive, it should not be granting options solely to 
senior executives and board members. 

• Annual net share count and voting power dilution should be limited. 
• Annual cost of the plan (especially if not shown on the income statement) 

should be reasonable as a percentage of financial results and in line with the 
peer group. 

• The expected annual cost of the plan should be proportional to the value of 
the business. 

• The intrinsic value received by option grantees in the past should be 
reasonable compared with the financial results of the business. 

• Plans should deliver value on a per-employee basis when compared with 
programs at peer companies. 

• Plans should not permit re-pricing of stock options.  
 
Option Exchanges  
 
Option exchanges are reviewed on a case-by-case basis, although they are approached with great 
skepticism. Repricing is tantamount to a re-trade. We will support a repricing only if the 
following conditions are true: 
 

• Officers and board members do not participate in the program. 
• The stock decline mirrors the market or industry price decline in terms of 

timing and approximates the decline in magnitude. 
• The exchange is value neutral or value creative to shareholders with very 

conservative assumptions and a recognition of the adverse selection problems 
inherent in voluntary programs. 

• Management and the board make a cogent case for needing to incentivize 
and retain existing employees, such as being in a competitive employment 
market.  

 
Performance Based Options  
 
We generally recommend that shareholders vote in favor of performance-based option 
requirements. We feel that executives should be compensated with equity when their performance 
and that of the company warrants such rewards. We believe that boards can develop a consistent, 
reliable approach, as boards of many companies have, that would attract executives who believe 
in their ability to guide the company to achieve its targets.  
 
Linking Pay with Performance 
 
Executive compensation should be linked directly with the performance of the business the 
executive is charged with managing. Glass Lewis grades companies on an A to F scale based on 
our analysis of executive compensation relative to performance and that of the company’s peers 
and will recommend voting against the election of compensation committee members at 
companies that receive a grade of F.  
 
Director Compensation Plans  
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Non-employee directors should receive compensation for the time and effort they spend serving 
on the board and its committees. In particular, we support compensation plans that include equity-
based awards, which help to align the interests of outside directors with those of shareholders. 
Director fees should be competitive in order to retain and attract qualified individuals.  
 
Advisory Votes on Compensation  
 
We closely review companies’ compensation practices and disclosure as outlined in their CD&As 
and other company filings to evaluate management-submitted advisory compensation vote 
proposals. In evaluating these non-binding proposals, we examine how well the company has 
disclosed information pertinent to its compensation programs, the extent to which overall 
compensation is tied to performance, the performance metrics selected by the company and the 
levels of compensation in comparison to company performance and that of its peers. Glass Lewis 
will generally recommend voting in favor of shareholder proposals to allow shareholders an 
advisory vote on compensation.  
 
Limits on Executive Compensation  
 
Proposals to limit executive compensation will be evaluated on a case-by-case basis. As a general 
rule, we believe that executive compensation should be left to the board's compensation 
committee. We view the election of directors, and specifically those who sit on the compensation 
committee, as the appropriate mechanism for shareholders to express their disapproval or support 
of board policy on this issue.  
 
Limits on Executive Stock Options  
 
We favor the grant of options to executives. Options are a very important component of 
compensation packages designed to attract and retain experienced executives and other key 
employees. Tying a portion of an executive's compensation to the performance of the company 
also provides an excellent incentive to maximize share values by those in the best position to 
affect those values. Accordingly, we typically vote against caps on executive stock options.  
 
IV. GOVERNANCE STRUCTURE  
 
Anti-Takeover Measures Poison Pills (Shareholder Rights Plans)  
 
Glass Lewis believes that poison pill plans generally are not in the best interests of shareholders. 
Specifically, they can reduce management accountability by substantially limiting opportunities 
for corporate takeovers. Rights plans can thus prevent shareholders from receiving a buy-out 
premium for their stock.  
 
We believe that boards should be given wide latitude in directing the activities of the company 
and charting the company's course. However, on an issue such as this where the link between the 
financial interests of shareholders and their right to consider and accept buyout offers is so 
substantial, we believe that shareholders should be allowed to vote on whether or not they support 
such a plan's implementation.  
 
In certain limited circumstances, we will support a limited poison pill to accomplish a particular 
objective, such as the closing of an important merger, or a pill that contains what we believe to be 
a reasonable ‘qualifying offer’ clause.  
 

 18



 

Right of Shareholders to Call a Special Meeting  
 
We will vote in favor of proposals that allow shareholders to call special meetings. In order to 
prevent abuse and waste of corporate resources by a very small minority of shareholders, we 
believe that such rights should be limited to a minimum threshold of at least 15% of the 
shareholders requesting such a meeting.  
 
Shareholder Action by Written Consent  
 
We will vote in favor of proposals that allow shareholders to act by written consent. In order to 
prevent abuse and waste of corporate resources by a very small minority of shareholders, we 
believe that such rights should be limited to a minimum threshold of at least 15% of the 
shareholders requesting action by written consent. 
 
Authorized Shares  
 
Proposals to increase the number of authorized shares will be evaluated on a case-by-case basis. 
Adequate capital stock is important to the operation of a company. When analyzing a request for 
additional shares, we typically review four common reasons why a company might need 
additional capital stock beyond what is currently available:  
 

1. Stock split 
2. Shareholder defenses 
3. Financing for acquisitions  
4. Financing for operations  

 
Unless we find that the company has not disclosed a detailed plan for use of the proposed shares, 
or where the number of shares far exceeds those needed to accomplish a detailed plan, we 
typically recommend in favor of the authorization of additional shares.  
 
Voting Structure  
 
Cumulative Voting 
  
Glass Lewis will vote for proposals seeking to allow cumulative voting. Cumulative voting is a 
voting process that maximizes the ability of minority shareholders to ensure representation of 
their views on the board. Cumulative voting generally operates as a safeguard for by ensuring that 
those who hold a significant minority of shares are able to elect a candidate of their choosing to 
the board.  
 
Supermajority Vote Requirements  
 
Glass Lewis favors a simple majority voting structure. Supermajority vote requirements act as 
impediments to shareholder action on ballot items that are critical to our interests. One key 
example is in the takeover context where supermajority vote requirements can strongly limit 
shareholders’ input in making decisions on such crucial matters as selling the business.  
 
Shareholder Proposals  
 
Shareholder proposals are evaluated on a case-by-case basis. We generally favor proposals that 
are likely to increase shareholder value and/or promote and protect shareholder rights. We 
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typically prefer to leave decisions regarding day-to-day management of the business and policy 
decisions related to political, social or environmental issues to management and the board except 
when we see a clear and direct link between the proposal and some economic or financial issue 
for the company. 
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Exhibit E 

 
Taft Hartley (AFL – CIO Policy) 

The AFL-CIO Proxy Voting Guidelines were created to serve pension fund trustees as a guide for 
voting their funds' shareholder proxies in a manner that is consistent with the unique fiduciary 
responsibilities of union pension plans. The guidelines were developed to assist trustees in 
exercising their ownership rights in ways that achieve long-term value by supporting important 
shareholder initiatives on corporate accountability. Issues include board of directors proposals, 
corporate governance proposals concerning employee relations, executive compensation and 
corporate responsibility. The guidelines provide an in detail discussion of fiduciary duties of plan 
trustees described under the Employee Retirement Income Security Act (ERISA) and the 
Department of Labor (DOL) policy statements. 

The following are examples of the AFL – CIO Policy position on specific matters. 
 

• When voting on the board of directors the board’s responsiveness to shareholder concerns 
as well as their responsiveness to employees and the communities in which they operate 
will be evaluated. Votes will be withheld for directors that fail to implement proposals 
that are in the long-term interests of shareholders and have been approved by 
shareholders in the past 12 months. 

 
• Proposals for fewer than 5 directors or more than 15 directors will not be supported. 

 
• Proposals requesting companies to make efforts to create a more diverse board of 

qualified directors, mainly women and minority groups should be supported. 
 

• Proposals requesting companies to report on diversity in the workplace should be 
supported. As long as they are not setting unreasonable goals, or require companies to 
hire employees that are not qualified for their positions. 

 
For the full AFL - CIO policy please see 
http://www.aflcio.org/corporatewatch/capital/upload/proxy_voting_guidelines.pdf 
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Exhibit F 

 
 
 
 
 
 
 
 
 
 
 
 

ESG GUIDELINES 
 
 
 
 

AN ADDENDUM TO THE PROXY PAPER POLICY 
GUIDELINES 

2008 PROXY SEASON 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

For more information about Glass Lewis’ policies or our approach to proxy analysis, please visit 
www.glasslewis.com or contact our Chief Policy Officer, Robert McCormick at (415) 678-4228. 
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ESG Guidelines 
 
In addition to the standard detailed analysis conducted by Glass Lewis for all its clients, Glass 
Lewis conducts an additional level of analysis on behalf of clients seeking to vote consistent with 
widely-accepted enhanced environmental, social and governance practices. This additional level 
of review is described in more detail below.  
 
 
Management Proposals 
 
Compensation  
 
Glass Lewis recognizes the importance in designing appropriate executive compensation plans 
that truly reward pay for performance. In its standard analysis, Glass Lewis engages in an 
exhaustive examination of the methods and levels of compensation paid to executives to 
determine if pay and performance are properly aligned. Under the Glass Lewis ESG policy, Glass 
Lewis conducts a further level of analysis by looking at compensation issues as they relate to 
environmental and social criteria as well as other issues relevant to good corporate governance 
practices. The Glass Lewis ESG policy recognizes that ESG performance factors should be an 
important component of the overall consideration of proper levels of executive performance and 
compensation. Therefore, Glass Lewis’ ESG policy generally supports proposals seeking to tie 
executive compensation to alternative performance measures such as compliance with 
environmental regulations, health and safety regulations, nondiscrimination laws and compliance 
with international human rights standards. 
 
In general, the Glass Lewis ESG policy will evaluate director compensation based on the same 
criteria as executive compensation but will favor the ability to approve director compensation 
separate and apart from executive compensation. Furthermore, Glass Lewis will favor evaluating 
director compensation as it relates to various social criteria. The Glass Lewis ESG policy will 
generally support proposals that seek to evaluate overall director performance based on 
environmental and social criteria. 
 
 
Mergers/Acquisitions 
 
Glass Lewis undertakes a thorough examination of the economic and corporate governance 
implications of a proposed merger or acquisition in terms of the transaction’s likelihood of 
maximizing shareholder return. However, for the Glass Lewis ESG policy, Glass Lewis conducts 
a further level of analysis focusing on the effects of the transaction on the company’s 
stakeholders.  
 
 
 
Shareholder Proposals 
 
Shareholder Rights 
 
Similar to Glass Lewis’ policy, the Glass Lewis ESG policy supports increased shareholder 
participation and access to a company and its board of directors. Accordingly, the Glass Lewis 
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ESG policy will support initiatives that seek to enhance shareholder rights, such as the 
elimination in/reduction of supermajority provisions, the declassification of the board, the 
submission of shareholder rights’ plans to a shareholder vote and the principle of one share, one 
vote. 
 
Environment 
 
Glass Lewis’ ESG policy generally supports proposals regarding the environment, in particular 
those seeking improved reporting and disclosure about company practices which impact the 
environment. Glass Lewis’ ESG policy supports increased disclosure of a company’s 
environmental risk through company-specific disclosure as well as compliance with international 
environmental conventions and adherence to environmental principles like those promulgated by 
CERES . Similarly, Glass Lewis’ ESG policy supports proposals, among others, requesting 
companies develop greenhouse gas emissions reduction goals, comprehensive recycling 
programs, and other proactive means to mitigate a company’s environmental impact. 
 
The Glass Lewis ESG policy will also support proposals seeking to adopt the Equator Principles. 
The Equator Principles are a financial industry benchmark for determining, assessing and 
managing social and environmental risk in project financing. Similarly, the Glass Lewis ESG 
policy supports proposals requesting that a company consider energy efficiency and renewable 
energy sources in its project development and overall business strategy. 
 
As bioengineering and nanotechnology become more prevalent, the Glass Lewis ESG policy 
carefully scrutinizes any proposals requesting that a company adopt a policy concerning these 
matters. In general, the Glass Lewis ESG policy supports proposals that seek additional reporting 
on these topics, as well as the development of safety standards to regulate their use. 
 
Glass Lewis’ ESG policy carefully examines each proposal’s merits in order to ensure it seeks 
enhanced environmental disclosure and/or practices and is not conversely aimed at limiting 
environmental disclosure or consideration.  
 
Glass Lewis’ ESG policy evaluates a company’s impact on the environment, in addition to the 
regulatory risk a company may face by not adopting environmentally responsible policies. The 
Glass Lewis ESG policy will consider withholding votes, or voting against, from certain directors 
for not exercising their fiduciary duty as it relates to environmental risk. 
 
Labor/Human Rights 
 
Glass Lewis’ ESG policy generally supports enhancing the rights of workers, as well as 
considering the communities and broader constituents in the areas in which companies do 
business. Accordingly, the Glass Lewis ESG policy will generally vote for proposals requesting 
that companies provide greater disclosure regarding impact on local stakeholders, workers’ rights 
and human rights in general. In addition, Glass Lewis’ ESG policy supports proposals for 
companies to adopt or comply with certain codes of conduct relating to labor standards, human 
rights conventions and corporate responsibility at large. The Glass Lewis ESG policy will support 
proposals requesting independent verification of a company’s contractors’ compliance with labor 
and human rights standards. In addition, the Glass Lewis ESG policy supports the International 
Labor Organization standards and encourages companies to adopt such standards in its business 
operations. 
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Glass Lewis’ ESG policy will review the performance and oversight of certain directors in 
instances in which a company is found to have violated international human rights standards. 
These directors have not adequately overseen the overall business strategy of the company to 
ensure that basic human rights standards are met. If a company is subject to regulatory or legal 
action with a foreign government or entity due to human rights violations, the Glass Lewis ESG 
policy will consider withholding votes, or voting against, directors based on the severity of the 
violations and the outcome of the claims. 
 
Health/Safety 
 
Glass Lewis’ ESG policy generally supports proposals seeking increased disclosure regarding 
health and safety issues. In particular, Glass Lewis’ ESG policy supports proposals calling for the 
labeling of the use of genetically modified organisms (“GMO”), the elimination or reduction of 
toxic emissions and use of toxic chemicals in manufacturing, and the prohibition of tobacco sales 
to minors. Glass Lewis’ ESG policy also supports proposals seeking a report on a company’s 
drug reimportation policy, as well as on a company’s ethical responsibility as it relates to drug 
distribution and manufacture. 
 
 
Business Ethics 
 
Glass Lewis’ ESG policy generally supports proposals seeking to increase disclosure of a 
company’s business ethics and code of conduct, as well as of its activities that relate to social 
welfare. The Glass Lewis ESG policy supports proposals requesting that a company develop 
sustainable business practices, such as animal welfare policies, human rights policies, and fair 
lending policies. Furthermore, the Glass Lewis ESG policy supports reporting and reviewing a 
company’s political and charitable spending as well as its lobbying practices. 
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