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Introduction 
 
Sentinel Asset Management, Inc. (“SAM”) is a registered investment adviser with the U.S. 
Securities Exchange Commission (“SEC”) pursuant to the Investment Advisers Act of 1940, as 
amended (the “Advisers Act”).  SAM provides investment advisory services to various clients, 
two of which are the Sentinel Sustainable Core Opportunities Fund, and Sentinel Sustainable 
Emerging Companies Fund (the “Funds”).  SAM has the authority and discretion to vote proxy 
statements relating to the underlying securities that are held in the portfolios of the Funds.  SAM 
has developed the following Proxy Voting Policies and Procedures (the “Procedures”) which it 
will apply in voting proxies with respect to securities held in the Funds, in order to ensure that 
SAM votes such proxies in the best interests of the Funds and their shareholders.  SAM will 
follow a different set of proxy voting policies and procedures in voting proxies relating to 
securities held by clients other than the Funds. 
 
Procedures for Voting Proxies 
 
To help make sure that SAM votes Fund proxies in accordance with these Procedures, votes 
other client proxies in accordance with the procedures applicable to such other clients, and in the 
best interests of the Funds and other clients, SAM has established a Proxy Voting Committee 
(the “Committee”), which is responsible for overseeing SAM’s proxy voting process.  The 
Committee consists of the following persons at SAM (i) the Chief Compliance Officer; (ii) one 
representative from the social research department; and (iii) one representative from the 
investment management department.  The person representing each department on the 
Committee may change from time to time.  The Committee will meet as necessary to help SAM 
fulfill its duties to vote proxies for clients, but in any event, will meet at least annually to discuss 
various proxy voting issues.  The Committee will designate a chair who will be primarily 
responsible for coordinating the activities of the Committee.  The initial chair will be the 
representative of the social research department.  The chair also will be primarily responsible for 
dealing directly with any third party to whom SAM delegates its administrative duties with 
respect to voting proxies under these Procedures. 
 
One of the main responsibilities of the Committee is to review and approve these Procedures on 
a yearly basis.  These Procedures are usually reviewed during the fourth quarter of the calendar 
year and may also be reviewed at other times of the year, as necessary.  When reviewing these 
Procedures, the Committee looks to see if these Procedures are designed to allow SAM to vote 
proxies in a manner consistent with the goals of voting in the best interests of the Funds and their 
shareholders, and maximizing the value of the underlying shares being voted by SAM.  The 
Committee will also review these Procedures to make sure that they comply with any new rules 
promulgated by the SEC or other relevant regulatory bodies.  After these Procedures are 



approved by the Committee, SAM will vote proxies on securities held in the Funds generally in 
accordance with these Procedures. 
 
In order to facilitate the actual process of voting proxies, SAM has contractually delegated it 
administrative duties with respect to voting proxies to a third-party proxy voting agent (“the 
Agent”).  Both the Agent and the Funds’ custodian monitor corporate events for SAM.  SAM 
also gives an authorization and direction letter to the Funds’ custodian who then forwards the 
proxy statements to the Agent to vote the proxy.  On approximately a weekly basis SAM will 
send the Agent an updated list of the security holdings in the Funds, so that the Agent can update 
its database and is aware of which proxies they will need to vote on behalf of the Funds.  If 
needed, the Committee has access to these records. 
 
SAM provides the Agent with these Procedures to use to analyze proxy statements on behalf of 
the Funds, and the Agent is instructed to vote those proxy statements on behalf of the Funds in 
accordance with these Procedures.  After receiving proxy statements relating to securities held by 
the Funds, the Agent will review the proxy issue and vote them in accordance with these 
Procedures.  When the Procedures state that a proxy issue will be decided on a case-by-case 
basis, the Agent will contact SAM.  The Committee Chair, who may consult with the appropriate 
portfolio manager or analyst from the investment management department to the extent 
necessary, will look at the relevant facts and circumstances and research the issue to determine 
how the proxy should be voted, so that the proxy is voted in the best interests of the Funds and 
their shareholders and in accordance with the parameters described in these Procedures generally 
and specifically in the Proxy Voting Guidelines (the “Guidelines”) below.   
 
If these Procedures do not address a particular proxy issue presented with respect to a Fund 
holding, the Agent will similarly contact SAM.  The Committee chair will look at the relevant 
facts and circumstances and research the issue to determine how the proxy should be voted, so 
that the proxy is voted in the best interests of the Funds and their shareholders, and pursuant to 
the spirit of these Procedures.  These Procedures may be updated to reflect the proxy issue, if 
appropriate.  After a proxy has been voted, the Agent will create a record of the vote in order to 
help SAM comply with its duties listed under “Availability of Proxy Voting Records and 
Recordkeeping” below.   
 
The Committee chair is responsible for overseeing the operations of the Agent in regards to 
Proxy voting for the Funds and will attempt to ensure that the Agent is voting proxies for the 
Funds pursuant to these Procedures.  There may be times when SAM believes that the best 
interests of the Funds and their shareholders will be better served if SAM votes a proxy counter 
to the established proxy voting guidelines.  In those cases, the Committee may review the 
research provided by the Agent on the particular issue, and it may also conduct its own research 
or solicit additional research from another third party on the issue.  After gathering this 
information and possibly discussing the issue with other relevant parties, the Committee will use 
the information they have gathered to make a determination of how to vote on the issue in a 
manner which the Committee believes is consistent with these Procedures and in the best 
interests of the Funds and their shareholders.  The Committee chair will notify the Agent how to 
vote in these instances. 
 



SAM will attempt to process every vote for proxy statements which it or its Agent receives with 
respect to the Funds.  However, there are situations in which SAM may not be able to process a 
proxy.  For example, SAM may not be given enough time to process a vote because SAM or its 
Agent received a proxy statement in an untimely manner.  SAM will make every effort to avoid a 
situation where it is unable to vote a proxy. 
 
Company Management Recommendations 
 
When determining whether to invest in a particular company for the Funds, one of the factors 
SAM may consider is the quality and depth of the company’s management.  As a result, SAM 
believes that recommendations of management on any issue (particularly routine issues) should 
be given a fair amount of weight in determining how proxy issues should be voted.  Thus, on 
many issues, SAM votes are cast in accordance with the recommendations of the company’s 
management.  However, SAM will normally vote shares held in the Funds against management’s 
position when it runs counter to the Guidelines, and SAM will also vote shares held in the Funds 
against management’s recommendation when such position is not in the best interests of the 
Funds and their shareholders. 
 
Conflicts of Interest 
 
As a matter of policy, the Committee and any other officers, directors, employees and affiliated 
persons of SAM will not be influenced by outside sources who have interests which conflict with 
the interests of the Funds when voting proxies for the Funds.  However, in order to ensure that 
SAM votes proxies on securities held in the Funds in the best interests of the Funds and their 
shareholders, SAM has established the systems described below to properly deal with a material 
conflict of interest. 
 
Almost all proxies that SAM receives on behalf of the Funds are voted by the Agent in 
accordance with these Procedures.  As stated above, these Procedures are reviewed and approved 
by the Committee during the fourth quarter of the calendar year and at other necessary times, and 
the Procedures are then utilized by the Agent going forward to vote proxies on behalf of the 
Funds.  The Committee approves these Procedures only after it has determined that these 
Procedures are designed to help SAM vote proxies on  behalf of the Funds in a manner 
consistent with the goal of voting in the best interests of the Funds and their shareholders.  
Because the majority of Fund proxies are voted by the Agent pursuant to the pre-determined 
Procedures, SAM usually makes no actual determination of how to vote a particular proxy, and 
therefore, in these cases the proxy votes made on behalf of the Funds do not present a conflict of 
interest for SAM. 
 
In the limited instances where SAM is considering voting a proxy contrary to the established 
proxy voting Guidelines, or if there are no guidelines, or if the matter is to be determined on a 
case-by-case basis the Committee chair will first assess the issue to see if he or she is aware of 
any possible conflict of interest involving SAM or an affiliated person of SAM.  If there is no 
perceived conflict of interest, the Committee chair will then vote the proxy according to the 
process described in “Procedure for Voting Proxies” above.  If the Committee chair has actual 
knowledge of a potential conflict of interest, the vote will be delegated to the Agent to vote in 



accordance with its general recommendations to its clients who seek its general recommendation 
on that vote. 
 
Availability of Proxy Voting Information and Recordkeeping 
 
SAM will also retain extensive records regarding proxy voting on behalf of the Funds.  SAM 
will keep records of the following items:  (i) these Procedures; (ii) proxy statements received 
regarding Funds’ securities (via hard copies held by the Agent or electronic filings from the 
SEC’s EDGAR filing system); (iii) records of votes cast on behalf of the Funds (via the Agent); 
and (iv) records of any Fund shareholder’s written request for information on how SAM voted 
proxies for a Fund, and any written response by SAM to an oral or written shareholder request 
for information on how SAM voted proxies for the Funds.  These records will be maintained in 
an easily accessible place for at least five years from the end of the fiscal year during which the 
last entry was made on such record.  For the first two years, such records will be stored at the 
offices of SAM. 
 
Proxy Voting Guidelines 
 
The following Guidelines give a general indication as to how SAM will vote shares held by the 
Funds.  The Proxy Committee has reviewed the Guidelines and determined that voting proxies 
pursuant to the Guidelines should be in the best interests of the Funds and their shareholders and 
should facilitate the goal of maximizing the value of the Funds’ investments.  Although SAM 
will usually vote proxies in accordance with these Guidelines, SAM reserves the right to vote 
certain issues counter to the Guidelines if, after a thorough review of the matter, SAM 
determines that the best interests of the Funds and their shareholders would be served by such a 
vote.  Moreover, the list of Guidelines below is not exhaustive and does not include all potential 
voting issues.  To the extent that the Guidelines do not cover potential voting issues, SAM will 
vote shares held by the Funds on such issues in a manner that is consistent with the spirit of the 
Guidelines below and that promotes the best interests of the Funds and their shareholders.   
 

Proxy Voting Guidelines 
 
SAM is committed to the financial interests of the Funds and their shareholders, which includes, 
with respect to the Funds, the responsibility of encouraging socially and environmentally 
responsible behavior at the companies in which the Funds invest.  To achieve those goals, SAM 
votes proxies on behalf of the Funds according to the following Guidelines.  In certain cases 
SAM may deviate from these Guidelines as a company’s particular situation demands. 
 
Diversity 
 
On behalf of the Funds and their shareholders, SAM supports initiatives to increase diversity on 
boards of directors and among upper management.  Reasons to support these initiatives include 
the findings of a 2004 study of 353 Fortune 500 companies by Catalyst, which found that 
companies with the most diversity among senior company leadership significantly outperformed 
companies with little diversity in senior positions.  According to data analyzed by Catalyst, 
companies with the most diversity had 35% higher return on equity and 34% higher total 



shareholder return than companies with little diversity.  1998 study by Hillman, Harris, Cannella 
and Bellinger, which found that S&P 500 companies with diversity had better shareholder 
returns with decreased risk to shareholders.  The study also showed that companies with the most 
women and minority directors produced returns averaging 21% higher than companies with no 
diversity.  Companies with higher levels of diversity allow them to better reflect and respond to a 
diverse customer base.  Diversity at the top sends a clear signal to employees that the issue is of 
importance to the company; a move that coincides with improved employee morale and reduced 
turnover.  Therefore, with respect to proxies on shares held in the Funds,  
 
• SAM will SUPPORT proposals asking the board to include more women and minorities on 

the board of directors. 
 
• SAM will SUPPORT proposals asking management to report on the company’s affirmative 

action policies, including the release of EEO-1 forms and statistical documentation of 
diversity at various positions in the company. 

 
Equality Principles 
 
• When voting proxies on shares held in the Funds, SAM will SUPPORT proposals that ask 

management to adopt a sexual orientation non-discrimination policy.  When so voting, SAM 
will also support initiatives to provide spousal benefits to domestic partners regardless of 
sexual orientation, and to promote diversity and tolerance through company sponsored 
programs. 

 
Animal Testing 
 
SAM does not invest, on behalf of the Funds, in companies that conduct animal testing when not 
required by law.  However, companies in which the Funds invest may have conducted animal 
testing in the past or are required to by law.  With respect to proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals asking companies to phase out or stop animal testing when 

not required by law. 
 
• SAM will SUPPORT proposals asking management to develop animal welfare standards 

and report on those initiatives to shareholders. 
 
Environment 
 
CERES & Global Reporting Initiative (GRI) 
 
The Coalition for Environmentally Responsible Economies (CERES) was formed in 1999 in 
response to the Exxon Valdez tanker spill in Alaska.  The Coalition created a set of principles 
designed to serve as a guide for environmental stewardship.  By endorsing the principles, a 
company commits itself to: 
 



• Work towards a sustainable business model that conserves energy and natural 
resources and promotes environmental restoration; 

 
• Clearly define goals and measures of progress; 
 
• Report to the public the progress towards those goals in a CERES Report format. 

 
The Global Reporting Initiative (GRI) is a multi-stakeholder process and independent institution 
whose mission is to develop and disseminate globally applicable Sustainability Reporting 
Guidelines.  These guidelines are for voluntary use by organizations for reporting on the 
economic, environmental, and social dimensions of their activities, products, and services.  
Investors, companies and stakeholders use this information to measure performance, benchmark 
against peers and evaluate risks.  With respect to proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals asking management to endorse the CERES Principles. 
 
• SAM will SUPPORT proposals asking management to issue a sustainability reporting using 

the Global Reporting Initiative (GRI) guidelines. 
 
Emissions of Pollutants 
 
With respect to proxies on shares held in the Funds,  
 
• SAM will SUPPORT proposals that ask management to control reduce or minimize 

emissions of pollutants into the air, water and soil. 
 
• SAM will SUPPORT proposals that ask management to review alternative energy resources, 

such as solar or wind power. 
 
Safer Chemicals and Substitution Policies 
 
Companies face increased risks of market exclusion, damage to their reputations, interrupted 
supply chains and costly litigation due to rising public awareness and concern about the safety of 
toxic chemicals in consumer products.  Companies have responded to the concerns of 
governments, shareholders and consumers in recent years by halting the sale and production of 
products containing mercury, polyvinylchloride (PVC) and other toxic chemicals.  With respect 
to proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals that ask companies to phase out specific toxic chemicals 

where safe alternatives are available, report on their progress in doing so or on the feasibility 
of doing so. 

 
• SAM will SUPPORT proposals that ask companies to reformulate products globally to meet 

the most stringent national or regional standards for toxic chemicals applicable to those 
products. 

 



Hazards at Facilities 
 
Companies have a responsibility to inform members in the community about potential 
environmental health or safety risks posed by substances used at company facilities.  
Shareholders have asked companies to provide this information in a report to the community. 
With respect to proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals that ask companies to report on hazards posed by 

manufacturing facilities. 
 
Take Action on Climate Change 
 
Over the past one hundred years, the atmospheric concentration of carbon dioxide increased from 
280 parts per million to 365 parts per million.  Scientists expect that number to increase to 560 
parts per million in the next 50 years, with the effect of bigger more severe storms, more 
frequent droughts and increased smog and other natural disasters.  Signatories of the Kyoto 
Protocol in 1997 agreed to reduce carbon dioxide to 7% below 1990 levels.  Since 1997, many 
companies have been asked to report or take action on climate change as proposed in the Kyoto 
agreement. With respect to proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals that ask management to report or take action on climate 

change. 
 
Genetically Engineered Products 
 
There is growing concern that genetically engineered products may pose serious health risks to 
humans, animals and the environment.  Many investors are concerned that adverse effects on 
people or the environment by these genetically engineered products may produce significant 
liabilities for a company.  With respect to proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals asking management to label, or restrict or phase out sales of 

genetically engineered products. 
 
• SAM will SUPPORT initiatives asking companies to report on the financial risks of 

production and consumption of genetically engineered products, or the risks of halting or 
restricting their production. 

 
Human Rights 
 
In efforts to reduce product costs, many companies make or import their products from factories 
in low-wage, developing countries that either do not have rigorous comprehensive labor or 
environmental codes or do not enforce them.  As a result, numerous reports have surfaced about 
deplorable working conditions, also known as “sweatshops.”  Many organizations have asked 
companies to adopt codes of conduct to address this issue, and hire independent monitoring 
groups to ensure the implementation of those codes at both company and sub-contractor 
factories.  With respect to proxies on shares held in the Funds, 



 
• SAM will SUPPORT proposals that ask management to report on global company or 

contractor labor standards. 
 
• SAM will SUPPORT proposals asking management to adopt codes of conduct based on 

International Labor Organization (ILO) core labor conventions or other labor standards. 
 
• SAM will SUPPORT proposals that ask management to use independent third party 

monitoring to ensure compliance with International Labor Organization (ILO) standards. 
 
Operations in Mexico 
 
In 1965, the Mexican government created the maquiladora program to combat high 
unemployment in northern Mexico.  U.S. companies have moved many manufacturing 
operations to the area to lower their costs, which has been beneficial for many Mexicans and 
Americans in the form of jobs and affordable goods.  However, critics say the development has 
come at the cost of worker safety, environmental pollution and low wages.  Therefore, with 
respect to proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals that ask management to report on or review operations in 

Mexico, or adopt labor standards for operations in Mexico. 
 
Operations in Burma 
 
The SPCD, the ruling military government in Burma (also known as Myanmar), has been 
accused of gross human rights violations in the deaths of over 10,000 civilians following 
political unrest.  International human rights groups have also found evidence of extra-judicial 
killings, rape and use of forced labor in enforcing a cease fire between various ethnic groups.  
The international community has heeded the call by the National Coalition Government of the 
Union of Burma, a government-in-exile, for economic sanctions against the country and the 
ruling military regime. 
 
Although SAM will usually avoid investing, on behalf of the Funds, in companies with 
operations in Burma, there may be exceptions for humanitarian products and services, such as 
food and medicines.  We will follow these guidelines for proposals related to Burma, with 
respect to proxies on shares held in the Funds: 
 
• SAM will SUPPORT proposals asking the company to cut financial or business ties to the 

ruling military regime.  We will also support resolutions that ask management to suspend all 
operations in Burma. 

 
• SAM will SUPPORT proposals that ask management to report on operations in Burma. 
 
• SAM will SUPPORT proposals that ask management to use no contractors in or source 

products from Burma. 
 



China 
 
As an emerging economic power, China manufactures many products for companies in nations 
around the world.  Human rights groups are concerned about working conditions in China, 
including the possible use of forced or slave labor to produce goods.  The Chinese government 
says prisons are designed to maintain social order and produce goods for the economy, but the 
goods in those prisons are not exported outside of China. With respect to proxies on shares held 
in the Funds, 
 
• SAM will SUPPORT proposals that ask management to certify that company operations in 

China are conducted free of forced or slave labor. 
 
• SAM will SUPPORT proposals asking management to implement and/or increase activity 

on each of the principles of the U.S. Business Principles for Human Rights of Workers in 
China. 

 
Tobacco 
 
SAM does not invest, on behalf of the Funds, in companies that are involved in the production of 
tobacco, but this does not include media companies that may accept advertising revenue from 
tobacco companies.  The promotion of tobacco products, particularly when they are targeted at 
children, may be counter to the best interests of the Funds and their shareholders.  Additionally, 
second-hand smoke can pose health risks in the work environment.  With respect to proxies on 
shares held in the Funds, 
 
• SAM will SUPPORT proposals to sever the company’s links to the tobacco industry. 
 
• SAM will SUPPORT proposals asking companies to report on or adopt ethical criteria for 

accepting tobacco advertising. 
 
• SAM will SUPPORT proposals asking companies to adopt no-smoking policies for facilities 

or places of business. 
 
Non-Partisanship and Political Contributions 
 
In recent years, companies have faced scrutiny and criticism for political contributions to major 
political parties and candidates.  There is a perception that companies consistently making large 
contributions are buying influence and unduly affecting the democratic process.   With respect to 
proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals asking companies to affirm political non-partisanship. 
 
 
• SAM will SUPPORT proposals that ask companies to increase disclosure of political or 

political action committee contributions. 
 



• SAM will SUPPORT proposals asking companies to disclose their policies and history 
of soft dollar contributions.  However, SAM will oppose such proposals if the company 
contributed $20,000 or less during the most recent federal election cycle. 

 
Board of Directors 
 
Boards may be most effective when they include people from diverse backgrounds who are 
independent from management.  This is the most effective way for the board to represent 
shareholders’ interests.  When voting proxies on shares held by the Funds, SAM defines 
directors as independent when the following criteria are met: 
 
1. Director is not an current or former employee of the company. 
2. Director is not an employee of a significant supplier or customer of the company. 
3. Director is not in an interlocking relationship, where an executive sits on the board of 

another company that employs the first director. 
4. Director is not a member of an entity that is one of the company’s paid consultants or 

advisors. 
5. Director does not have a personal contract with the company or one of it’s affiliates or 

subsidiaries. 
6. Director does not have any other personal, professional or financial relationship with any 

executives of the company that would impair the objectivity of the board member’s 
independent judgment. 

 
SAM votes shares held by the Funds in the election of directors according to the following 
guidelines to encourage accountability, independence and diversity on the board of directors 
of a company: 
 
• SAM will normally WITHHOLD votes from a slate of board nominees if the slate does 

not include any women or minorities. 
 

• SAM will WITHHOLD votes from all directors if less then 50% of directors are 
independent.  Similarly, we withhold votes from all directors if less than 100% of each 
committee’s membership is composed of independent directors.  SAM considers the 
audit, compensation and nominating committees to be key committees. 

 
• SAM will WITHHOLD votes from members of the audit committee if non-audit fees to 

the company independent accountant exceed 25% of aggregate fees.  We believe that the 
objectivity and independence of the auditor is compromised when a large percentage of 
fees are obtained from non-audit services. 

 
• SAM will WITHHOLD votes from all director nominees if the company does not ask 

for shareholder approval of the company’s auditor. 
 

• SAM will WITHHOLD votes from individual directors if they attend less than 75% of 
board and committee meetings.  We believe each director should devote the time 
necessary to effectively perform his or her duties as a director. 



 
• SAM will WITHHOLD votes from individual directors if they are retired from active 

employment and serve on the boards of five (5) or more companies, or if they are actively 
employed and serve on the boards of two (2) or more companies. 

 
• SAM will WITHHOLD votes from all directors if the board has a classified structure.  

Classified, or staggered, boards have members who are usually elected every three years 
with one third of the directors standing for election each year. 

 
Board of Directors – Related Proposals 
 
With respect to proxies on shares held in the Funds, 
 
• SAM will SUPPORT proposals to increase diversity and allow union and employee 

board representation. 
 
• SAM will SUPPORT proposals to remove classified boards and OPPOSE proposals to 

instate them.  Classified boards can present an impediment to free market control, as it 
may serve as a form of anti-takeover defense.  SAM believes the annual election of 
directors make them more accountable to shareholders. 

 
• SAM will generally SUPPORT proposals to separate the positions of Chairperson and 

Chief Executive Officer.  Similarly, SAM will generally SUPPORT proposals asking the 
Chair to be an independent director. 

 
• SAM will SUPPORT proposals seeking to increase board independence and committee 

independence directors on the board and on each committee. 
 

• SAM will SUPPORT proposals that seek to limit director liability.  Recent trends 
indicate a rise in the number of suits filed against company executives.  While directors 
should be held accountable for their actions, they should be protected from decisions 
made in good faith. 

 
• SAM will OPPOSE proposals requiring minimum stock ownership if 1,000 more shares 

or more are required of each director.   
 

• SAM will generally SUPPORT proposals seeking to institute cumulative voting in the 
election of directors.  The idea of cumulative voting is to provide minority shareholders 
with a greater chance of having a representative on the board of directors. 

 
• SAM will generally SUPPORT proposal requiring that director nominees receive at least 

50% of the vote to be elected to the board of directors.  Since many corporate board 
elections are uncontested, a vote of less than 50% shows a significant lack of shareholder 
confidence in the nominee. 

 
Auditors 



With respect to proxies on shares held in the Funds, 
 

• SAM will OPPOSE the approval or ratification of the auditor if 25% or more of the 
aggregate fees are for non-audit services. 

 
• SAM will examine the fees paid to the independent auditor, as disclosed in the 

company proxy statement, to determine the ratio of non-audit fees to the aggregate 
fees.  The objectivity and independence of the auditor may be compromised when a 
large percentage of fees are obtained from non-audit services. 

 
Ownership and Corporate Defenses 
 
On occasion, shareholders are asked to increase or decrease the number of shares authorized 
for issuance.  SAM is mindful of the effects of these actions, and the rationale of the 
management for instituting the changes.  The authorization of more shares presents 
management with potential takeover defenses, such as issuing stock to parties friendly to 
management.  Therefore, with respect to proxies on shares held in the Funds, 
 
• SAM will OPPOSE management proposals to increase authorized common stock if the 

proposed increase is not intended to effect a merger, stock split, re-capitalization or other 
reorganization. 

 
• SAM will consider proposals to approve common stock, preferred stock or stock warrant 

issues on a case-by-case basis. 
 

• SAM will OPPOSE management proposals to authorize or increase blank check 
preferred stock, when the board asks for the unlimited right to set the terms and 
conditions for the stock and may issue it for anti-takeover purposes without shareholder 
approval. 

 
• SAM will OPPOSE management proposals to eliminate preemptive rights. 

 
 
Corporate Restructuring 
 
SAM looks at all mergers and other corporate actions on a case-by-case basis.  With respect 
to proxies on shares held in the Funds, SAM evaluates mergers by looking at the financial 
impact on the Funds and at the social implications to stakeholders. 
 
Corporate Takeover Defenses 
 
Greenmail provisions are designed to thwart hostile takeover attempts.  The company being 
targeted for takeover, in an effort to maintain control, offers a premium on shares owned by 
the hostile potential buyers.  SAM believes this practice is not fair to shareholders, as one 
party receives a premium not available to other shareholders.  Anti-greenmail provisions in 



corporate charters act to discourage firms from raiding and bullying a company in hopes of 
obtaining a short-term gain. 
 
• SAM will SUPPORT anti-greenmail provisions, and OPPOSE the payment of 

greenmail. 
 
Shareholder rights plans, commonly known as “Poison Pills” are one of the most popular 
types of corporate defense mechanisms.  Shareholders are given rights to purchase shares at a 
deep discount in certain circumstances, such as when a hostile third party buys a certain 
percentage of the company’s outstanding stock.  When that percentage is achieved, the plan 
is triggered and shareholders are able to buy stock at a discount price.  The practice 
effectively kills the takeover bid, as the voting power of the hostile party is diluted.  Critics 
say these poison pill plans give directors strong powers to reject offers or discourage them 
altogether, which may not be in the best interest of shareholders.  Therefore, with respect to 
proxies on shares held in the Funds, 
 
• SAM will SUPPORT resolutions to redeem shareholder rights plans. 
 
• SAM will OPPOSE the adoption of a shareholder rights plan. 

 
Shareholder Issues 
 
With respect to proxies on shares held in the Funds, 
 
• SAM will SUPPORT shareholders’ rights to call a special meeting, act by written 

consent and maintain the right to have in-person annual meetings. 
 
• SAM will SUPPORT proposals that ask management to rotate the annual meeting 

location, as a means of providing greater shareholder access to the company. 
 

• SAM will SUPPORT proposals to eliminate super-majority vote requirements to 
approve mergers, and OPPOSE proposals to establish super-majority vote requirements 
for mergers. SAM will support proposals to eliminate super-majority vote requirements 
(lock-in) to change bylaw or charter provisions.  Conversely, SAM will OPPOSE 
proposals to establish those super- majority requirements. 

 
• SAM will SUPPORT proposals asking the company to consider factors other that the 

interests of the shareholders in assessing a merger or takeover bid. 
 
Executive Compensation 
 
A properly planned and executed compensation program can have the effect of providing 
incentive to employees and executives critical to the long-term health of the company.  Such a 
properly implemented program will also align the goals and reward of employees with those of 
stockholders.  A comprehensive and well-designed compensation program of stock, salary and 
bonus components that is clearly understood by all parties can effectively achieve that goal.   



 
Mindful that such compensation should not harm shareholders while enriching executives and 
employees, SAM follows the following guidelines on the various forms of compensation, in 
voting shares held in the Funds:  
 

• SAM will OPPOSE the approval of the stock option, stock award and stock purchase 
plans if the overall dilution of all company plans on outstanding shares is greater that 
10%.  Additionally, SAM will OPPOSE a plan if it has an automatic replenishment 
feature to add a specified number of percentage of shares for an award each year. 

   
• SAM will OPPOSE the approval of stock option, stock award and stock purchase plans 

if the plans grant the administering committee the authority to reprice or replace 
underwater options to grant reload options, or to accelerate the vesting requirements of 
outstanding options.  SAM will also OPPOSE stock option plans with minimum vesting 
requirements of less than two years. 

 
• SAM will OPPOSE the approval of a stock option plan if the options are prices at less 

than 100% of fair market value of the underlying shares on the date of the grant. 
 

• In general, SAM will OPPOSE shareholders proposals that seek to limit executive 
compensation to an absolute dollar amount.  SAM will evaluate other shareholder 
proposals that see to limit executive compensation on a case by case basis.   

 


