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Part I:  Proxy Voting Procedures 
 

Cohen & Steers Capital Management, Inc. and its affiliated investment advisors 
(collectively, “C&S”) may be granted by its clients the authority to vote the proxies of 
securities held in client portfolios.  In such cases, C&S’ objective is to vote proxies in the 
best interests of its clients.  To further this objective, C&S has adopted these proxy voting 
procedures (the “Procedures”).   
 
 These procedures also contain detailed guidelines for voting proxies on specific 
types of issues (the “Guidelines”).  The Guidelines, which are contained in Part II of this 
Proxy Voting Procedures and Guidelines, have been developed and approved by the 
Proxy Committee (as defined below) with the objective of encouraging corporate action 
that enhances shareholder value.  Because proxy proposals and individual company facts 
and circumstances may vary, C&S may not always vote proxies in accordance with the 
Guidelines.    
 
A. Proxy Committee 
 C&S’ internal proxy voting committee (the “Proxy Committee”) is responsible for 
overseeing the proxy voting process and ensuring that C&S meets its regulatory and 
corporate governance obligations for voting proxies.   
 
 The Proxy Committee is comprised of portfolio managers and research analysts 
from the various investment teams and members of the Legal and Compliance 
Department.  A member or members of the Proxy Administration Group (as defined 
below) may also attend Proxy Committee meetings.  In the event that any member is 
unable to participate in a meeting of the Proxy Committee, the member shall designate an 
appropriate individual to serve in his/her absence.   The Proxy Committee shall meet at 
least semi-annually or more frequently as circumstances dictate.  Any member has the 
right to call a meeting if he or she believes such a meeting is warranted.   
  
  The specific responsibilities of the Proxy Committee include, but are not limited 

to: 
 

(i) reviewing the Procedures to ensure consistency with internal policies and 
regulatory agency policies;  

 
(ii) reviewing the Guidelines and developing additional voting guidelines to 

assist in the review of proxy proposals;  
 
(iii) overseeing the vote on proposals according to the predetermined policies 

in the Guidelines; and  
 
(iv) directing the vote on proposals where there is a reason not to vote 

according to pre-determined policies in the Guidelines or where proposals 
require specific consideration and ensuring the reason for such a vote is 
properly documented.   
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B. Proxy Administration Group   
 The Proxy Administration Group in the Investment Administration Department is 
responsible for communicating proxies to the respective portfolio manager and/or 
research analyst (herein, “Investment Personnel”) for consideration pursuant to the 
Guidelines. Investment Personnel who vote their proxies inconsistently with the 
Guidelines are required to document their rationale for the vote.  The Proxy 
Administration Group is responsible for maintaining this documentation.  The Proxy 
Administration Group is also responsible for maintaining documentation supporting any 
votes cast against management.   
 
C.  Proxy Voting Service  

C&S has retained an independent Proxy Voting Service to assist in the voting of 
proxies.  The Proxy Voting Service is responsible for coordinating with clients’ 
custodians to ensure that all proxy materials received by the custodians relating to the 
clients’ portfolio securities are processed in a timely fashion.  In addition, the Proxy 
Voting Service is responsible for maintaining copies of all proxy statements received by 
issuers and to promptly provide such materials to C&S upon request.   

 
 The Proxy Administration Group works with the Proxy Voting Service and is 
responsible for ensuring that proxy votes are properly recorded and that the requisite 
information regarding each proxy voting opportunity is maintained.  The General 
Counsel of C&S shall have overall responsibility for ensuring that C&S complies with all 
proxy voting requirements and procedures. 

 
D.  Conflicts of Interest  
 The U.S. Investment Advisers Act of 1940 requires that the proxy-voting 
procedures adopted and implemented by a U.S. investment advisor include procedures 
that address material conflicts of interest that may arise between the investment advisor’s 
interests and those of its clients.  Examples of such material conflicts of interest that 
could arise include circumstances in which:  
 

(i) management of a client  is soliciting proxies and failure to vote in favor of 
management may harm C&S’ relationship with the client and materially 
impact C&S’ business; or 

(ii) a personal or familial relationship between an employee or director at 
C&S and management of an issuer could impact C&S’ voting decision. 

 
 When a potential material conflict is identified, the Proxy Committee will 
evaluate the situation and determine whether an actual material conflict of interest exists.  
In the event the Proxy Committee determines that a material conflict does exist, the 
Proxy Committee shall make a recommendation on how C&S shall vote the proxy.  
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 Depending on the nature of the material conflict of interest, the Proxy Committee, 
in the course of addressing the material conflict, may elect to take one or more of the 
following measures, or other appropriate action: 
 

• removing certain C&S personnel from the proxy voting process; 
• “walling off” personnel with knowledge of the material conflict to ensure 

that such personnel do not influence the relevant proxy vote; 
• voting in accordance with the applicable Guidelines, if any, if the 

application of the Guidelines would objectively result in the casting of a 
proxy vote in a predetermined manner; or 

• deferring the vote to the Proxy Voting Service which will vote in 
accordance with its own recommendation.   

 
E.  Foreign Securities  
   Proxies relating to foreign securities are subject to these Procedures.  In certain 
foreign jurisdictions, however, the voting of proxies can result in additional restrictions 
that have an economic impact or cost to the security. For example, certain countries 
restrict a shareholder’s ability to sell shares for a certain period of time if the shareholder 
votes proxies at a meeting (a practice known as “share-blocking”).   In other instances, 
the costs of voting a proxy (i.e. being required to vote the meeting in person) may 
outweigh any benefit to the client if the proxy is voted.   
 
 In determining whether to vote proxies subject to such restrictions, the Investment 
Personnel responsible for the security shall consider a cost-benefit analysis and where the 
expected cost involved in voting exceeds the expected benefits of the vote, C&S will 
generally abstain from voting the proxy.   
   
F.  Shares of Registered Investment Companies 
 Certain funds advised by C&S may be structured as funds of funds and invest 
their assets primarily in other investment companies (the “Funds of Funds”).  The Fund 
of Funds hold shares in the underlying funds and may be solicited to vote on matters 
pertaining to these underlying funds.  With respect to any such matter, to comply with 
Section 12(d)(1)(F) of the 1940 Act, the Funds of Funds will vote their shares in any 
underlying fund in the same proportion as the vote of all other shareholders in that 
underlying fund (sometimes called “echo” or “proportionate” voting); provided, however, 
that in situations where proportionate voting is administratively impractical (i.e. proxy 
contests) the Fund of Funds will cast a vote or, in certain cases, not cast a vote, so long as 
the action taken does not have an effect on the outcome of the matter being voted upon 
different than if the Funds of Funds had proportionately voted. 

 
G.  Cohen & Steers Funds 
 The Board of Directors of the open- and closed-end funds managed by C&S 
(“Cohen & Steers Funds”) has delegated to C&S the responsibility for voting proxies on 
behalf of the Cohen & Steers Funds.   As such, proxies relating to portfolio securities 
held by any Cohen & Steers Fund shall be voted in accordance with these Procedures and 
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Guidelines.  The Chief Compliance Officer, or her designee, shall make an annual 
presentation to the Board regarding these Procedures and Guidelines, including whether 
any revisions are recommended, and shall report to the Board at each regular, quarterly 
meeting with respect to any conflict of interest situation that arose regarding the proxy 
voting process. 
 
H.  Securities Lending  
  Certain C&S Funds may participate in securities lending programs with various 
counterparties.  Under most securities lending arrangements, proxy voting rights during 
the lending period generally are transferred to the borrower, and thus proxies received in 
connection with the securities on loan may not be voted by the lender unless the loan is 
recalled.   

 If a Fund participates in a securities lending program, C&S will use its best efforts 
to recall certain securities on loan so that C&S can vote proxies relating to such securities 
if C&S determines that the votes involve matters that would have a material effect on the 
Fund’s investment in such loaned securities. 
 
I.  Recordkeeping 
 C&S is required to maintain and preserve in an easily accessible place for a period 
of not less than five years, the first two years in an appropriate office of C&S, the 
following records: 

(i) Copies of all proxy voting policies and procedures  

(ii) A copy of each proxy statement that C&S receives regarding client 
securities.   

(iii) A record of each vote cast by the C&S on behalf of a client.   

(iv) A copy of any document created by C&S that was material to making a 
decision on how to vote proxies on behalf of a client or that memorializes 
the basis for that decision. 

(v) A copy of each written client request for information on how C&S voted 
proxies on behalf of the client, and a copy of any written response by C&S 
(written or oral) to any client request for information on how C&S voted 
proxies on behalf of the requesting client. 

 It shall be noted that C&S reserves the right to use the services of the Independent 
Proxy Voting Service to maintain certain required records in accordance with all 
applicable regulations.   
 
J.  Pre-Solicitation Contact  

From time to time, companies will seek to contact analysts, portfolio managers 
and others in advance of the formal proxy solicitation to solicit support for certain 
contemplated proposals.  Such contact can potentially result in the recipient receiving 
material non-public information and result in the imposition of trading restrictions. 
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Accordingly, pre-solicitation contact should occur only under very limited circumstances 
and only in accordance with the terms set forth herein.  

 
What is material non-public information? The definition of material non-public 

information is highly subjective. The general test, however, is whether or not such 
information would reasonably affect an investor's decision to buy, sell or hold securities, 
or whether it would be likely to have a significant market impact. Examples of such 
information include, but are not limited to: 

  
• a pending acquisition or sale of a substantial business;  
• financial results that are better or worse than recent trends would lead one 

to expect; 
• major management changes;  
• an increase or decrease in dividends;  
• calls or redemptions or other purchases of its securities by the company;  
• a stock split, dividend or other recapitalization; or  
• financial projections prepared by the company or the company's 

representatives.  
 
What is pre-solicitation contact?  Pre-solicitation contact is any communication, 

whether oral or written, formal or informal, with the company or a representative of the 
company regarding proxy proposals prior to publication of the official proxy solicitation 
materials.  This contact can range from simply polling investors as to their reaction to a 
broad topic, e.g., "How do you feel about dual classes of stock?", to very specific 
inquiries, e.g., "Here's a term sheet for our restructuring. Will you vote to approve this?"  

 
What should be done upon contact?  Determining the appropriateness of the 

contact is a factual inquiry which must be determined on a case-by-case basis. For 
instance, it might be acceptable for us to provide companies with our general approach to 
certain issues. Promising our vote, however, is prohibited under all circumstances.  In the 
event a C&S employee is contacted in advance of the publication of proxy solicitation 
materials, that employee should notify the Legal and Compliance Group immediately. 

  
It is also critical to keep in mind that as a fiduciary, we exercise our proxies solely 

in the best interests of our clients. Outside influences, including those from within C&S, 
should not interfere in any way in our decision making process.  
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Part II: Proxy Voting Guidelines  
 
 This statement sets forth the policies and procedures that Cohen & Steers, Inc. 
and its affiliated advisors (“C&S”, “we” or “us”) follow in exercising voting rights with 
respect to securities held in its client portfolios.  All proxy-voting rights that are exercised 
by C&S shall be subject to this Statement of Policy and Procedures.  
 

C&S is a global asset management organization with the capabilities to invest in 
securities of issuers located around the globe. Because the regulatory framework and the 
business cultures and practices vary from region to region, the General Guidelines 
contained in Part IIA are supplemented by the Europe and Asia/Pacific Guidelines 
contained in Parts IIB and Part IIC, which will, in addition to the General Guidelines, 
apply to the issuers of securities in Europe and Asia.  To the extent that there may be 
inconsistencies between the General Guidelines contained in Part IIA and the 
supplemental Europe and Asia/Pacific Guidelines contained in Parts IIB and IIC, the 
supplemental Europe and Asia/Pacific Guidelines will control.  
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Part II.A: General Proxy Voting Guidelines  
 
1. Objectives 

Voting rights are an important component of corporate governance.  C&S has 
three overall objectives in exercising voting rights: 
 

• Responsibility. C&S shall seek to ensure that there is an effective means in place 
to hold companies accountable for their actions. While management must be 
accountable to its board, the board must be accountable to a company’s 
shareholders.  Although accountability can be promoted in a variety of ways, 
protecting shareholder voting rights may be among our most important tools.   

 
• Rationalizing Management and Shareholder Concerns.  C&S seeks to ensure that 

the interests of a company’s management and board are aligned with those of the 
company’s shareholders.  In this respect, compensation must be structured to 
reward the creation of shareholder value.   

 
• Shareholder Communication.  Since companies are owned by their shareholders, 

C&S seeks to ensure that management effectively communicates with its owners 
about the company’s business operations and financial performance. It is only 
with effective communication that shareholders will be able to assess the 
performance of management and to make informed decisions on when to buy, sell 
or hold a company’s securities. 

 
2. General Principles 

 
In exercising voting rights, C&S shall conduct itself in accordance with the 

general principles set forth below. 
 

• The ability to exercise a voting right with respect to a security is a valuable right 
and, therefore, must be viewed as part of the asset itself. 
 

• In exercising voting rights, C&S shall engage in a careful evaluation of issues that 
may materially affect the rights of shareholders and the value of the security. 

 
• Consistent with general fiduciary principles, the exercise of voting rights shall 

always be conducted with reasonable care, prudence and diligence. 
 

• In exercising voting rights on behalf of clients, C&S shall conduct itself in the 
same manner as if C&S were the constructive owner of the securities. 

 
• To the extent reasonably possible, C&S shall participate in each shareholder 

voting opportunity.  
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• Voting rights shall not automatically be exercised in favor of management-
supported proposals. 

 
• C&S, and its officers and employees, shall never accept any item of value in 

consideration of a favorable proxy voting decision. 
 
3. General Guidelines 
 

Set forth below are general guidelines that C&S shall follow in exercising proxy 
voting rights: 

 
Prudence.  In making a proxy voting decision, C&S shall give appropriate 

consideration to all relevant facts and circumstances, including the value of the securities 
to be voted and the likely effect any vote may have on that value.  Since voting rights 
must be exercised on the basis of an informed judgment, investigation shall be a critical 
initial step. 

 
Third Party Views.  While C&S may consider the views of third parties, C&S 

shall never base a proxy voting decision solely on the opinion of a third party.  Rather, 
decisions shall be based on a reasonable and good faith determination as to how best to 
maximize shareholder value.   

 
Shareholder Value.  Just as the decision whether to purchase or sell a security is a 

matter of judgment, determining whether a specific proxy resolution will increase the 
market value of a security is a matter of judgment as to which informed parties may 
differ.  In determining how a proxy vote may affect the economic value of a security, 
C&S shall consider both short-term and long-term views about a company’s business and 
prospects, especially in light of our projected holding period on the stock (e.g., C&S may 
discount long-term views on a short-term holding).   
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4. Specific Guidelines 
 
Uncontested Director Elections  
 

Votes on director nominees should be made on a case-by-case basis using a 
“mosaic” approach, where all factors are considered in director elections and where no 
single issue is deemed to be determinative.  For example, a nominee’s experience and 
business judgment may be critical to the long-term success of the portfolio company, 
notwithstanding the fact that he or she may serve on the board of more than four public 
companies. In evaluating nominees, we consider the following factors: 
 

• Whether the nominee attended less than 75 percent of the board and 
committee meetings without a valid excuse for the absences; 

 
• Whether the nominee is an inside or affiliated outside director and sits on 

the audit, compensation, or nominating committees; 
 

• Whether the nominee ignored a significant shareholder proposal that was 
approved by a (i) majority of the shares outstanding or (ii) majority of the 
votes cast for two consecutive years; 

 
• Whether the nominee, without shareholder approval, to our knowledge 

instituted a new poison pill plan, extended an existing plan, or adopted a 
new plan upon the expiration of an existing plan during the past year; 

 
• Whether the nominee is an inside or affiliated outside director and the full 

board serves as the audit, compensation, or nominating committee or the 
company does not have one of these committees; 

 
• Whether the nominee is an insider or affiliated outsider on boards that are 

not at least majority independent; 
 

• Whether the nominee is the CEO of a publicly-traded company who 
serves on more than two public boards; 

 
• Whether the nominee serves on more than four public company boards; 

 
• Whether the nominee serves on the audit committee where there is 

evidence (such as audit reports or reports mandated under the Sarbanes 
Oxley Act) that there exists material weaknesses in the company’s internal 
controls; 

 
• Whether the nominee serves on the compensation committee if that 

director was present at the time of the grant of backdated options or 
options the pricing or the timing of which we believe may have been 
manipulated to provide additional benefits to executives; 
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• Whether the nominee is believed by us to have a material conflict of 

interest with the portfolio company; and 
 

• Whether the nominee (or the overall board) in our view has a record of 
making poor corporate or strategic decisions or has demonstrated an 
overall lack of good business judgment, including, among other things, 
whether the company’s total shareholder return is in the bottom 25% of its 
peer group over the prior five years. 

 
We vote on a case-by-case basis for shareholder proposals requesting companies 

to amend their bylaws in order to create access to the proxy so as to nominate candidates 
for directors. We recognize the importance of shareholder access to the ballot process as 
a means to ensure that boards do not become self-perpetuating and self-serving.  
However, we are also aware that some proposals may promote certain interest groups and 
could be disruptive to the nomination process.  
 

Special attention will be paid to companies that display a chronic lack of 
shareholder accountability.  
 
Proxy Contests  

Director Nominees in a Contested Election.  By definition, this type of board 
candidate or slate runs for the purpose of seeking a significant change in corporate policy 
or control.  Therefore, the economic impact of the vote in favor of or in opposition to that 
director or slate must be analyzed using a higher standard such as is normally applied to 
changes in control.  Criteria for evaluating director nominees as a group or individually 
should also include: the underlying reason why the new slate (or individual director) is 
being proposed; performance; compensation; corporate governance provisions and 
takeover activity; criminal activity; attendance at meetings; investment in the company; 
interlocking directorships; inside, outside and independent directors; number of other 
board seats; and other experience.  It is impossible to have a general policy regarding 
director nominees in a contested election. 

 
Reimbursement of Proxy Solicitation Expenses.  Decisions to provide full 

reimbursement for dissidents waging a proxy contest should be made on a case-by-case 
basis.  
 
Ratification of Auditors 

We vote for proposals to ratify auditors, unless an auditor has a financial interest 
in or association with the company, and is therefore not independent; or there is reason to 
believe that the independent auditor has rendered an opinion that is neither accurate nor 
indicative of the company’s financial position.  
 

 Generally, we vote against auditor ratification and withhold votes from audit 
committee members if non-audit fees exceed audit fees.  
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We vote on a case-by-case basis on auditor rotation proposals.  Criteria for 

evaluating the rotation proposal include, but are not limited to: tenure of the audit firm; 
establishment and disclosure of a renewal process whereby the auditor is regularly 
evaluated for both audit quality and competitive price; length of the rotation period 
advocated in the proposal; and any significant audit related issues. 

  
Generally, we vote against auditor indemnification and limitation of liability; 

however we recognize there may be situations where indemnification and limitations on 
liability may be appropriate.  
 
Takeover Defenses   

While we recognize that a takeover attempt can be a significant distraction for the 
board and management to deal with, the simple fact is that the possibility of a corporate 
takeover keeps management focused on maximizing shareholder value.  As a result, C&S 
opposes measures that are designed to prevent or obstruct corporate takeovers because 
they can entrench current management.  The following are our guidelines on change of 
control issues: 

Shareholder Rights Plans.  We acknowledge that there are arguments for and 
against shareholder rights plans, also known as “poison pills.”  Companies should put 
their case for rights plans to shareholders.   

 
We review on a case-by-case basis management proposals to ratify a poison pill. 

We generally look for shareholder friendly features including a two- to three-year sunset 
provision, a permitted bid provision and a 20 percent or higher flip-in provision.  

 
Greenmail.  We vote for proposals to adopt anti-greenmail charter or bylaw 

amendments or otherwise restrict a company’s ability to make greenmail payments.  
 
Unequal Voting Rights.  Generally, we vote against dual-class recapitalizations as 

they offer an effective way for a firm to thwart hostile takeovers by concentrating voting 
power in the hands of management or other insiders.   

 

Classified Boards. We generally vote in favor of shareholder proposals to 
declassify a board of directors, although we acknowledge that a classified board may be 
in the long-term best interests of a company in certain situations, such as continuity of a 
strong board and management team.  In voting on shareholder proposals to declassify a 
board of directors, we evaluate all facts and circumstances surrounding such proposal, 
including whether the shareholder proposing the de-classification has an agenda in 
making such proposal that may be at odds with the long-term best interests of the 
company or whether it would be in the best interests of the company to thwart a 
shareholder’s attempt to control the board of directors. 

Cumulative Voting.  Having the ability to cumulate our votes for the election of 
directors – that is, cast more than one vote for a director about whom they feel strongly – 
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generally increases shareholders’ rights to effect change in the management of a 
corporation. We generally support, therefore, proposals to adopt cumulative voting. 

 
Shareholder Ability to Call Special Meeting.  C&S votes on a case-by-case basis 

for shareholder proposals requesting companies to amend their governance documents 
(bylaws and/or charter) in order to allow shareholders to call special meetings.  We 
recognize the importance on shareholder ability to call a special meeting, however, we 
are also aware that some proposals are put forth in order to promote the agenda(s) of 
certain special interest groups and could be disruptive to the management of the 
company. 
 

Shareholder Ability to Act by Written Consent.  We generally vote against 
proposals to allow or facilitate shareholder action by written consent.  The requirement 
that all shareholders be given notice of a shareholders’ meeting and matters to be 
discussed therein seems to provide a reasonable protection of minority shareholder rights.  
 

Shareholder Ability to Alter the Size of the Board.  We generally vote for 
proposals that seek to fix the size of the board and vote against proposals that give 
management the ability to alter the size of the board without shareholder approval. While 
we recognize the importance of such proposals, we are however also aware that these 
proposals are sometimes put forth in order to promote the agenda(s) of certain special 
interest groups and could be disruptive to the management of the company. 
 
Miscellaneous Board Provisions  

Board Committees.  Boards should delegate key oversight functions, such as 
responsibility for audit, nominating and compensation issues, to independent committees. 
The chairman and members of any committee should be clearly identified in the annual 
report. Any committee should have the authority to engage independent advisors where 
appropriate at the company’s expense.  

 
Audit, nominating and compensation committees should consist solely of non-

employee directors, who are independent of management.  

 Separate Chairman and CEO Positions.  We will generally vote for proposals 
looking to separate the CEO and Chairman roles.  We do acknowledge, however, that 
under certain circumstances, it may be reasonable for the CEO and Chairman roles to be 
held by a single person.   

 
Lead Directors and Executive Sessions.  In cases where the CEO and Chairman 

roles are combined, we will vote for the appointment of a "lead" (non-insider) director 
and for regular "executive" sessions (board meetings taking place without the 
CEO/Chairman present).  

 
 Majority of Independent Directors.  We vote for proposals that call for the board 
to be composed of a majority of independent directors. We believe that a majority of 
independent directors can be an important factor in facilitating objective decision making 
and enhancing accountability to shareholders.  
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Independent Committees.  We vote for shareholder proposals requesting that the 

board’s audit, compensation, and nominating committees consist exclusively of 
independent directors.   

 
Stock Ownership Requirements.  We support measures requiring senior 

executives to hold a minimum amount of stock in a company (often expressed as a 
percentage of annual compensation), requiring stock acquired through option exercise to 
be held for a certain minimum amount of time and issuing restricted stock awards instead 
of options.   

 
 Term of Office.  We vote against shareholder proposals to limit the tenure of 
outside directors. Term limits pose artificial and arbitrary impositions on the board and 
could harm shareholder interests by forcing experienced and knowledgeable directors off 
the board.  
 
 Director and Officer Indemnification and Liability Protection.  Proposals 
concerning director and officer indemnification and liability protection should be  
evaluated on a case-by-case basis.   

 
Board Size.  We generally vote for proposals to limit the size of the board to 15 

members or less. 
 

Majority Vote Standard.  We generally vote for proposals asking for the board to 
initiate the appropriate process to amend the company’s governance documents (charter 
or bylaws) to provide that director nominees shall be elected by the affirmative vote of 
the majority of votes cast at an annual meeting of shareholders. We would generally 
review on a case-by-case basis proposals that address alternative approaches to a majority 
vote requirement.  

 
Confidential Voting.  We vote for shareholder proposals requesting that 

companies adopt confidential voting, use independent tabulators, and use independent 
inspectors of election as long as the proposals include clauses 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 do not agree, the confidential voting policy is 
waived.  

 
We also vote for management proposals to adopt confidential voting.  
 

 Bundled Proposals.  We review on a case-by-case basis bundled or “conditioned” 
proxy proposals. In the case of items that are conditioned upon each other, we examine 
the benefits and costs of the packaged items.  In instances where the joint effect of the 
conditioned items is not in shareholders’ best interests, we vote against the proposals.  If 
the combined effect is positive, we support such proposals. In the case of bundled 
director proposals, we will vote for the entire slate only if we would have otherwise voted 
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for each director on an individual basis.   
 

Date/Location of Meeting.  We vote against shareholder proposals to change the 
date or location of the shareholders’ meeting. No one site will meet the needs of all 
shareholders.  
 

Adjourn Meeting if Votes are Insufficient.  Open-end requests for adjournment of 
a shareholder meeting generally will not be supported.  However, where management 
specifically states the reason for requesting an adjournment and the requested 
adjournment is necessary to permit a proposal that would otherwise be supported under 
this policy to be carried out, the adjournment request will be supported.  

 
Disclosure of Shareholder Proponents.  We vote for shareholder proposals 

requesting that companies disclose the names of shareholder proponents. Shareholders 
may wish to contact the proponents of a shareholder proposal for additional information.  
 
Capital Structure  

Increase Additional Common Stock.   We generally vote for increases in 
authorized shares, provided that the increase is not greater than three times the number of 
shares outstanding and reserved for issuance (including shares reserved for stock-related 
plans and securities convertible into common stock, but not shares reserved for any 
poison pill plan). 
 

Votes generally are cast in favor of proposals to authorize additional shares of 
stock except where the proposal: 

• creates a blank check preferred stock; or 
• establishes classes of stock with superior voting rights. 

 
Blank Check Preferred Stock.  Votes generally are cast in opposition to 

management proposals authorizing the creation of new classes of preferred stock with 
unspecific voting, conversion, distribution and other rights, and management proposals to 
increase the number of authorized blank check preferred shares.  We may vote in favor of 
this type of proposal when we receive assurances to our reasonable satisfaction that (i) 
the preferred stock was authorized by the board for the use of legitimate capital formation 
purposes and not for anti-takeover purposes, and (ii) no preferred stock will be issued 
with voting power that is disproportionate to the economic interests of the preferred 
stock.  These representations should be made either in the proxy statement or in a 
separate letter from the company to C&S. 
 

Preemptive Rights.  Votes regarding shareholder proposals seeking preemptive 
rights are determined on a case-by-case basis after evaluating: 

• The size of the company; 
• The shareholder base; and 
• The liquidity of the stock. 
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For example, it would be difficult to support a shareholder proposal that would 
require an S&P 500 company with over $1 billion in equity held by thousands of 
shareholders (with no single shareholder owning a significant percentage of outstanding 
shares) to implement preemptive rights each time it conducted a new offering.  Such a 
requirement would be impractical and extremely costly.  Moreover, at companies with 
that large of a shareholder base and the ease with which shareholders could preserve their 
relative interest through purchases of shares on the on the open market, the cost of 
implementing preemptive rights does not seem justifiable in relation to the benefits. 

 
Dual Class Capitalizations.  Because classes of common stock with unequal 

voting rights limit the rights of certain shareholders, we vote against adoption of a dual or 
multiple class capitalization structure. 
 

Restructurings/Recapitalizations.  We review proposals to increase common 
and/or preferred shares and to issue shares as part of a debt restructuring plan on a case-
by-case basis.  In voting, we consider the following issues:  

• dilution—how much will ownership interest of existing shareholders be 
reduced, and how extreme will dilution to any future earnings be? 

• change in control—will the transaction result in a change in control of the 
company?  

• bankruptcy—generally, approve proposals that facilitate debt 
restructurings unless there are clear signs of self-dealing or other abuses.  

 
Share Repurchase Programs.  Boards may institute share repurchase or stock buy-

back programs for a number of reasons. C&S will generally vote in favor of such 
programs where the repurchase would be in the long-term best interests of shareholders, 
and where the company is not thought to be able to use the cash in a more useful way.  

 
We will vote against such programs when shareholders’ interests could be better 

served by deployment of the cash for alternative uses, or where the repurchase is a 
defensive maneuver or an attempt to entrench management.  
 

Targeted Share Placements.  These shareholder proposals ask companies to seek 
stockholder approval before placing 10% or more of their voting stock with a single 
investor. The proposals are typically in reaction to the placement by various companies of 
a large block of their voting stock in an ESOP, parent capital fund or with a single 
friendly investor, with the aim of protecting themselves against a hostile tender offer. 
These proposals are voted on a case-by-case basis after reviewing the individual situation 
of the company receiving the proposal.  
 
Executive and Director Compensation  

Stock-based Incentive Plans.  Votes with respect to compensation plans should be 
determined on a case-by-case basis.  The analysis of compensation plans focuses 
primarily on the transfer of shareholder wealth (the dollar cost of pay plans to 
shareholders).  Other matters included in our analysis are the amount of the company's 
outstanding stock to be reserved for the award of stock options or restricted stock, 
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whether the exercise price of an option is less than the stock's fair market value at the 
date of the grant of the options, and whether the plan provides for the exchange of 
outstanding options for new ones at lower exercise prices.  Every award type is valued.  
An estimated dollar cost for the proposed plan and all continuing plans is derived.  This 
cost, dilution to shareholders’ equity, will also be expressed as a percentage figure for the 
transfer of shareholder wealth and will be considered along with dilution to voting power. 
Once the cost of the plan is estimated, it is compared to an allowable industry-specific 
and market cap-based  dilution cap.  

 
If the proposed plan cost is above the allowable cap, an against vote is indicated.  

If the proposed cost is below the allowable cap, a vote for the plan is indicated unless the 
plan violates the repricing guidelines.  If the company has a history of repricing options 
or has the express ability to reprice underwater stock options without first securing 
shareholder approval under the proposed plan, the plan receives an against vote— even in 
cases where the plan cost is considered acceptable based on the quantitative analysis.  

 
We vote against equity plans that have high average three year burn rates, unless 

the company has publicly committed to reduce the burn rate to a rate that is comparable 
to its peer group (as determined by C&S).  

 
Approval of Cash or Cash-and-Stock Bonus Plans.  We vote for cash or cash-and-

stock bonus plans to exempt the compensation from limits on deductibility under the 
provisions of Section 162(m) of the Internal Revenue Code. 

 
Executive Compensation.  Executive compensation should be tied to the 

performance of the executive and the company as well as relevant market conditions.  We 
feel that the performance criteria and specific amounts and types of executive 
compensation are best decided by a company’s board of directors and/or its compensation 
committee and fully disclosed to shareholders.  We will, however, typically monitor the 
compensation practices of those companies that compensate their executives in the top 
10% tier to determine whether compensation to these executives is commensurate to the 
company’s performance (i.e., we expect companies that pay their executives in the top 
10% pay range to also be performing commensurately well).  

 
Further, we will vote for shareholder proposals that call for shareholders to vote, 

in a non-binding manner, on executive pay since such vote is non-binding and is merely 
informative for the board of directors and/or compensation committee.  Further, we 
generally vote for shareholder proposals that seek additional disclosure of executive and 
director pay information.  
 

Reload/Evergreen Features.  We will generally vote against plans that enable the 
issuance of reload options and that provide an automatic share replenishment 
(“evergreen”) feature. 

 
Golden Parachutes.   We oppose the use of accelerated employment contracts that 

result in cash grants of greater than three times annual compensation (salary and bonus) 
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in the event of termination of employment following a change in control of a company.  
In general, the guidelines call for voting against “golden parachute” plans because they 
impede potential takeovers that shareholders should be free to consider. We generally 
withhold our votes at the next shareholder meeting for directors who to our knowledge 
approved golden parachutes. 
 

401(k) Employee Benefit Plans.  We vote for proposals to implement a 401(k) 
savings plan for employees.  

 
Employee Stock Purchase Plans.  We support employee stock purchase plans, 

although we generally believe the discounted purchase price should be at least 85% of the 
current market price.   

 
 Option Expensing.  We vote for shareholder proposals to expense fixed-price 

options.  
 
Vesting.  We believe that restricted stock awards normally should vest over at 

least a two-year period.   
 
Option Repricing. Stock options generally should not be re-priced, and never 

should be re-priced without shareholder approval.  In addition, companies should not 
issue new options, with a lower strike price, to make up for previously issued options that 
are substantially underwater.  C&S will vote against the election of any slate of directors 
that, to its knowledge, has authorized a company to re-price or replace underwater 
options during the most recent year without shareholder approval. 

 
Stock Holding Periods.  Generally vote against all proposals requiring executives 

to hold the stock received upon option exercise for a specific period of time.  
 
Transferable Stock Options.  Review on a case-by-case basis proposals to grant 

transferable stock options or otherwise permit the transfer of outstanding stock options, 
including cost of proposal and alignment with shareholder interests.  

 
Recoup Bonuses.  We vote on a case-by-case on shareholder proposals to recoup 

unearned incentive bonuses or other incentive payments made to senior executives if it is 
later determined that fraud, misconduct, or negligence significantly contributed to a 
restatement of financial results that led to the awarding of unearned incentive 
compensation.  

 
Incorporation   

Reincorporation Outside of the United States.  Generally, we will vote against 
companies looking to reincorporate outside of the U.S.  

 
Voting on State Takeover Statutes.  We 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 
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laws, poison pill endorsements, severance pay and labor contract provisions, 
antigreenmail provisions, and disgorgement provisions). In voting on these shareholder 
proposals, we evaluate all facts and circumstances surrounding such proposal, including 
whether the shareholder proposing such measure has an agenda in making such proposal 
that may be at odds with the long-term best interests of the company or whether it would 
be in the best interests of the company to thwart a shareholder’s attempt to control the 
board of directors. 

 
Voting on Reincorporation Proposals.  Proposals to change a company’s state of 

incorporation are examined on a case-by-case basis. In making our decision, we review 
management’s rationale for the proposal, changes to the charter/bylaws, and differences 
in the state laws governing the companies.  

 
Mergers and Corporate Restructurings  

Mergers and Acquisitions.  Votes on mergers and acquisitions should be 
considered on a case-by-case basis, taking into account factors including the following: 
anticipated financial and operating benefits; offer price (cost vs. premium); prospects of 
the combined companies; how the deal was negotiated; and changes in corporate 
governance and their impact on shareholder rights.  

We vote against proposals that require a super-majority of shareholders to 
approve a merger or other significant business combination.  We support proposals that 
seek to lower super-majority voting requirements. 

 
Nonfinancial Effects of a Merger or Acquisition.  Some companies have proposed 

a charter provision which specifies that the board of directors may examine the 
nonfinancial effect of a merger or acquisition on the company.  This provision would 
allow the board to evaluate the impact a proposed change in control would have on 
employees, host communities, suppliers and/or others.  We generally vote against 
proposals to adopt such charter provisions.  We feel it is the directors' fiduciary duty to 
base decisions solely on the financial interests of the shareholders. 

 
Corporate Restructuring.  Votes on corporate restructuring proposals, including 

minority squeezeouts, leveraged buyouts, “going private” proposals, spin-offs, 
liquidations, and asset sales, should be considered on a case-by-case basis.  

 
Spin-offs.  Votes on spin-offs should be considered on a case-by-case basis 

depending on the tax and regulatory advantages, planned use of sale proceeds, market 
focus, and managerial incentives. 

 
Asset Sales.  Votes on asset sales should be made on a case-by-case basis after 

considering the impact on the balance sheet/working capital, value received for the asset, 
and potential elimination of diseconomies. 

 
Liquidations.  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.  
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Appraisal Rights.  We vote for proposals to restore, or provide shareholders with, 

rights of appraisal. Rights of appraisal provide shareholders who are not satisfied with the 
terms of certain corporate transactions the right to demand a judicial review in order to 
determine a fair value for their shares.  

 
Changing Corporate Name.  We vote for changing the corporate name.  
 

Shareholder Rights.   
Our position on the rights of shareholders is as follows:  

• Shareholders should be given the opportunity to exercise their rights. 
Notification of opportunities for the exercise of voting rights should be 
given in good time. 

• Shareholders are entitled to submit questions to company management. 
• Minority shareholders should be protected as far as possible from the 

exercise of voting rights by majority shareholders. 
• Shareholders are entitled to hold company management as well as the 

legal person or legal entity accountable for any action caused by the 
company or company management for which the company, company 
management or legal entity should bear responsibility. 

 
Social Issues.   

We believe that it is the responsibility of the board and management to run a 
company on a daily basis.  With this in mind, in the absence of unusual circumstances, 
we do not believe that shareholders should be involved in determining how a company 
should address broad social and policy issues.  As a result, we generally vote against 
these types of proposals, which are generally initiated by shareholders, unless we believe 
the proposal has significant economic implications. 
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Part II.B: Supplemental Europe Proxy Voting  
 
Reports & Accounts 

Annual Report.  Reports and accounts should be both detailed and transparent, 
and should be submitted to shareholders for approval in a timely manner prescribed by 
law.  They should meet accepted reporting standards, such as those prescribed by the 
International Accounting Standards Board (IASB) and should meet with the spirit as well 
as the letter of those reporting standards.  

 
We generally approve proposals relating to the adoption of annual accounts 

provided that: 
• the report has been examined by an independent external accountant and 

the accuracy of material items in the report is not in doubt; 
• the report complies with legal and regulatory requirements and best 

practice provisions in local markets; 
• the company discloses which portion of the remuneration paid to the 

external accountant relates to auditing activities and which portion relates 
to non-auditing advisory assignments; 

• a report on the implementation of risk management and internal control 
measures is incorporated, including an in-control statement from company 
management; 

• a report should includes a statement of compliance with relevant codes of 
best practice, in markets where they exist (for UK companies, a statement 
of compliance with the Combined Code of Corporate Governance should 
be made, together with detailed explanations regarding any area of non-
compliance); and 

• a conclusive response is given to all queries from shareholders. 
 
Legal disclosure varies from market to market.  If, in our opinion, a company's 

standards of disclosure (whilst meeting minimum legal requirements) are insufficient in 
any particular area, we will inform company management of our concerns. Depending on 
the circumstances, we will either abstain or vote against the resolution concerned. Similar 
consideration would relate to the use of inappropriate accounting methods.  
 

Remuneration Report.  The remuneration policy as it relates to senior 
management should ideally be presented to shareholders as a separate voting item.  We 
would expect the report to contain full details of all aspects of individual director's 
emoluments.  We will endeavor to engage with the company or seek an explanation 
regarding any areas of remuneration which fall outside our guidelines and we will abstain 
or vote against the remuneration report if we feel that explanation is insufficient.  
 

  



Dividends  
Proposals for the payment of dividends should be presented to shareholders for 

approval, and should be fully disclosed in advance of the meeting. We typically vote 
against dividend proposals if we deem the payout ratio to be too low, or if the earnings 
and cash cover are inadequate and payment of the proposed dividend would prejudice the 
solvency or future prospects of the company.  
 
Board of Directors   

Board Structure. Companies should be controlled by an effective board, with an 
appropriate balance of executive and independent directors, such that no single 
stakeholder, or group of stakeholders, has a disproportionate or undue level of influence. 
C&S is generally in favour of unitary boards of the type found in the UK, as opposed to 
tiered board structures.  We find that unitary boards offer flexibility while, with a tiered 
structure, there is a risk of upper tier directors becoming remote from the business, while 
lower tier directors become deprived of contact with outsiders of wider experience. No 
director should be excluded from the requirement to submit him/herself for re-election on 
a regular basis.  

 
Director’s Liability.  In certain markets, this proposal asks shareholders to give 

blanket discharge from responsibility for all decisions made during the previous financial 
year. Depending on the market, this resolution may or may not be legally binding, and 
may not release the board from its legal responsibility.  

 
C&S will usually vote against discharging the board from responsibility in cases 

of pending litigation, or if there is evidence of wrongdoing for which the board must be 
held accountable.  

 
Companies may arrange Directors and Officers (“D&O”) liability insurance, to 

indemnify executives in certain circumstances, such as class action lawsuits and other 
litigation. C&S generally supports such proposals, although we do not approve of 
arrangements where directors are given 100% indemnification, as this could absolve them 
of responsibility for their actions and encourage them to act recklessly.   

 
Multiple Directorships.  Generally, we believe that no single individual should 

chair more than one major listed company especially where conflicts of interest may arise 
between or among these listed companies.  

 
Compensation 

Directors’ Contracts.  Market practice regarding the length of director’s service 
contracts varies enormously country by country.  To this end, C&S takes into account 
local market practice when making judgments in this area. 
  

Executive Director’s Remuneration.  Executive remuneration is and will remain a 
contentious issue, particularly the overall quantum of remuneration.  However, company 
policy in this area cannot be prescribed by any code or formula to cater for all 
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circumstances and must depend on responsible and well-informed judgment on the part 
of remuneration committees.  Any remuneration policy should be transparent and fully 
disclosed to shareholders in a separate Remuneration Report within the Annual Report.  
Compensation should contain both a short-term and long-term element, which fully 
aligns the executive with shareholders.  

 
C&S will generally vote against shareholder proposals to restrict arbitrarily the 

compensation of executives or other employees.  We feel that the specific amounts and 
types of employee compensation are within the ordinary business responsibilities of the 
board and the company management.  However, the remuneration of executive directors 
should be determined by independent remuneration committees and fully disclosed to 
shareholders.  Any stock option plans or long-term incentive plans should meet our 
guidelines for such plans set forth herein.  

 
Transaction bonuses, or other retrospective ex-gratia payments, should not be 

made.  
 
Independent Director’s Remuneration.  C&S believes that independent directors 

should be paid, at least in part, in shares of the company wherever possible, in order to 
align their interests with the interests of shareholders.  Performance criteria, however, 
should never be attached.  We believe that independent directors should not be awarded 
share options.  

 
Share Option Schemes.  Share option schemes should be clearly explained and 

fully disclosed to both shareholders and participants, and put to shareholders for 
approval.  Each director’s share options should be detailed, including exercise prices, 
expiry dates and the market price of the shares at the date of exercise.  They should take 
into account appropriate levels of dilution, such as those set out in ABI, NAPF and 
similar guidelines.  Options should vest in reference to challenging performance criteria, 
which are disclosed in advance.  Share options should never be issued at a discount, and 
there should be no award for below-median performance.  

 
Best practice requires that share options be fully expensed, so that shareholders 

can assess their true cost to the company.  The assumptions and methodology behind the 
expensing calculation should also be explained to shareholders.  

 
We will generally vote against the cancellation and re-issue, re-testing or re-

pricing, of underwater options.  
 
Share Plans/Stock Based Compensation.  The dilution effect of company shares 

authorized under a new stock based compensation plan, or shares authorized under an 
existing stock based compensation plan, should not exceed 10%.  

 
Long-Term Incentive Plans (L-TIPs).  C&S will vote in favour of well-structured 

schemes with keen incentives and challenging performance criteria, which are fully 
disclosed to shareholders in advance, and vote against payments which are excessive or 
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performance criteria which are undemanding, or where there is excessive discretion 
exercised by remuneration committees. We would expect remuneration committees to 
explain why criteria are considered to be challenging and how they align the interests of 
shareholders with the interests of the recipients.  

 
Pensions.  Pension arrangements should be transparent and cost-neutral to 

shareholders.  C&S believes it is inappropriate for executives to participate in pension 
arrangements which are materially different to those of employees (such as continuing to 
participate in a final salary arrangement, when employees have been transferred to a 
money purchase scheme).  One-off payments into individual director’s pension schemes, 
changes to pension entitlements and waivers concerning early retirement provisions must 
be fully disclosed and justified to shareholders.  

 
Issue of Capital   

Issue of Equity.  In most countries, company law requires that shareholder 
approval be obtained in order to increase the authorized share capital of the company. 
Any new issue of equity should take into account appropriate levels of dilution.  

 
Issuances can be carried out with or without preemptive rights.  Although we 

recognize that preemptive rights are valuable to shareholders, we also acknowledge that 
in some cases, companies may need the ability to raise funds for routine business 
contingencies without the expense of carrying out a preemptive rights issue (such as the 
servicing of option plans, small acquisitions, or payment for services).  Therefore, while 
conventions regarding this type of authority vary widely among countries, after taking 
into account first and foremost appropriate levels of dilution for an offering, we routinely 
approve issuance requests without preemptive rights for up to 20 percent of a company's 
outstanding capital. 
 

Issue of Debt.  Reasons for increased bank borrowing powers are many and 
varied, including allowing normal growth of the company, the financing of acquisitions, 
and allowing increased financial leverage. Management may also attempt to borrow as 
part of a takeover defense.  C&S will generally vote in favour of proposals which will 
enhance a company’s long-term prospects. We will vote against any uncapped or poorly-
defined increase in bank borrowing powers or borrowing limits, as well as issuances 
which would result in the company reaching an unacceptable level of financial leverage, 
where there is a material reduction in shareholder value, or where such borrowing is 
expressly intended as part of a takeover defense.  
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Part II.C: Supplemental Asia/Pacific Proxy Voting Guidelines 
 
Annual Report 

Reports and accounts should be both detailed and transparent, and should be 
submitted to shareholders for approval in a timely manner prescribed by law. They 
should meet accepted reporting standards.  Reports should meet with the spirit as well as 
the letter of reporting standards, including the most recent recommendations of the 
International Accounting Standards Board (IASB).  

 
The annual report should include a statement of compliance with relevant codes 

of best practice, in markets where they exist.  
 
Legal disclosure varies from market to market. If, in our opinion, a company’s 

standards of disclosure (whilst meeting minimum legal requirements) are insufficient in 
any particular area, we will inform company management of our concerns.  Depending 
on the circumstances, we may either abstain or vote against the resolution concerned.  
Similar consideration would relate to the use of inappropriate accounting methods.  

 
Dividends  

Proposals for the payment of dividends should be presented to shareholders for 
approval, and should be fully disclosed in advance of the meeting.  We generally vote 
against dividend proposals if we feel that payment of the proposed dividend would 
prejudice the solvency or future prospects of the company.  
 
Boards  

Board Structure.  C&S is in favour of unitary boards of the type commonly found 
in Hong Kong, as opposed to tiered board structures.  

 
Board Independence.  C&S believes that a strong independent element to a board 

is essential to the effective running of a company. The calibre and number of independent 
directors on a board should be such that their views will carry significant weight in the 
board’s decisions. 

  
We believe that as a minimum, all boards should have at least three independent 

directors, unless the company is of such a size that sustaining such a number would be an 
excessive burden.  

 
C&S will use its voting powers to encourage appropriate levels of board 

independence, taking into account local market practice.  
 
Board Committees.  Where appropriate, boards should delegate key oversight 

functions to independent committees.  The chairman and members of any committee 
should be clearly identified in the annual report.  
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Directors  
Executive Director’s Remuneration.  Executive remuneration is and will remain a 

contentious issue, particularly the overall quantum of remuneration.  C&S will generally 
vote against shareholder proposals to arbitrarily limit the compensation of executives or 
other employees.  

 
Director’s Liability.  In certain markets, this proposal asks shareholders to give 

blanket discharge from responsibility for all decisions made during the previous financial 
year.  Depending on the market, this resolution may or may not be legally binding, and 
may not release the board from its legal responsibility.  

 
C&S will generally vote against discharging the board from responsibility in 

cases of pending litigation, or if there is evidence of wrongdoing for which the board 
must be held accountable.  
 
Non Executive Directors   

Role of Independent Directors.  C&S believes that a strong independent element 
to a board is important to the effective running of a company.  In determining our vote, 
we will always consider independence issues on a case-by-case basis, taking into account 
any exceptional individual circumstances, together with local markets’ differing attitudes 
to director independence.  

 
In order to help assess their contribution to the company, the time spent by each 

independent director should be disclosed to shareholders, as well as their attendance at 
board and committee meetings.  

 
Audit and Remuneration Committees should be composed exclusively of 

independent directors.  
 
We recognize that independent directors in Japanese companies are still relatively 

rare, and therefore, a director’s independence is not the determinative factor in our 
decision to vote for or against such director.  In determining our vote on directors of 
Japanese companies, we will however, apply such other factors as are described in Part 
IIA of this policy voting for directors of Japanese companies. 

 
Director Independence.  We consider that a director will generally be deemed to 

be independent if he or she has no significant financial, familial or other ties with the 
company which might pose a conflict, and has not been employed in an executive 
capacity by the company for at least the previous ten years.  

 
Issue of Capital  

Issue of Equity.  In most countries, company law requires that shareholder 
approval be obtained in order to increase the authorized share capital of the company. 
Any new issue of equity should take into account appropriate levels of dilution and C&S 
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will vote in favour of increases in capital which enhance a company’s long-term 
prospects. 

 
Proposals for equity issues will also specify whether pre-emptive rights are to be 

retained or suppressed or partially suppressed for the issue. Although we recognize that 
preemptive rights are valuable to shareholders, we also acknowledge that in some cases, 
companies may need the ability to raise funds for routine business contingencies without 
the expense of carrying out a preemptive rights issue (such as the servicing of option 
plans, small acquisitions, or payment for services).  Therefore, while conventions 
regarding this type of authority vary widely among countries, after taking into account 
first and foremost appropriate levels of dilution for an offering, we routinely approve 
issuance requests without preemptive rights for up to 10 percent of a company's 
outstanding capital. 

 
Issue of Debt.  Reasons for increased bank borrowing powers are many and 

varied, including allowing normal growth of the company, the financing of acquisitions, 
and allowing increased financial leverage. Management may also attempt to borrow as 
part of a takeover defense.  

 
C&S will vote in favour of proposals which will enhance a company’s long-term 

prospects. We will generally vote against an increase in bank borrowing powers which 
would result in the company reaching an unacceptable level of financial leverage, where 
such borrowing is expressly intended as part of a takeover defense, or where there is a 
material reduction in shareholder value.  
 
Share Options/Long-Term Incentive Plans (L-Tips)  

Share Options.  Best practice requires that share options be fully expensed, so that 
shareholders can assess their true cost to the company. The assumptions and 
methodology behind the expensing calculation should also be explained to shareholders.  

 
Share Plans/Stock Based Compensation.  The dilution effect of company shares 

authorized under a new stock based compensation plan, or shares authorized under an 
existing stock based compensation plan, should not exceed 10%.  

 
Long-Term Incentive Plans (L-TIPs). An L-TIP can be defined as any 

arrangement, other than deferred bonuses and retirement benefit plans, which require one 
or more conditions in respect of service and/or performance to be satisfied over more 
than one financial year.  

 
C&S normally will vote in favour of schemes with keen incentives and 

challenging performance criteria, which are fully disclosed to shareholders in advance, 
and vote against payments which are excessive or performance criteria which are 
undemanding.  
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Issues Dealing with Japanese Portfolio Companies 
Appointment of Internal Statutory Auditor.  We generally look at the work history 

of each nominee.  If the nominee is designated as independent but has worked the 
majority of his career for one of the company’s major shareholders, lenders or business 
partners, we consider the nominee affiliated and will withhold support. 

 Approval of Annual Bonuses for Directors or Statutory Auditors.  We generally 
support the payment of annual bonuses except in cases of scandals or extreme 
underperformance; but we recognize that few companies pay bonuses in such situations. 

 Shareholder Rights Plans.  As set forth in the general guidelines, we evaluate all 
poison pill proposals on a case-by-case basis. With respect to Japanese companies, 
however, we note that the primary problem is not the terms of the poison pills themselves 
– these are often superior to those of US companies due to features such as relatively high 
trigger thresholds, clear sunset provisions and an absence of “dead hand” provisions. 
Rather, the main problem is with Japanese companies’ insider-dominated boards and 
insufficient disclosure.  Therefore, we examine not only the features of the pill itself, but 
also the circumstances surrounding the company, including share price movements, 
shareholder composition, board composition, and the company’s announced plans to 
improve shareholder value. 
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