INVESTMENT MANAGERS SERIES TRUST
PROXY VOTING POLICIES AND PROCEDURES
Adopted March, 2008

Investment Managers Series Trust (the “Trust”) is registered as an open-end investment
company under the Investment Company Act of 1940, as amended (“1940 Act”). The Trust
offers multiple series (each a “Fund” and, collectively, the “Funds”). Consistent with its
fiduciary duties and pursuant to Rule 30b1-4 under the 1940 Act (the “Proxy Rule”), the Board
of Trustees of the Trust (the “Board”) has adopted this proxy voting policy on behalf of the
Trust (the “Policy”) to reflect its commitment to ensure that proxies are voted in a manner
consistent with the best interests of the Funds” shareholders.

Delegation of Proxy Voting Authority to Fund Advisors

The Board believes that the investment advisor of each Fund (each an “Advisor” and,
collectively, the “Advisors”), as the entity that selects the individual securities that comprise its
Fund’s portfolio, is the most knowledgeable and best-suited to make decisions on how to vote
proxies of portfolio companies held by that Fund. The Trust shall therefore defer to, and rely
on, the Advisor of each Fund to make decisions on how to cast proxy votes on behalf of such
Fund.

The Trust hereby designates the Advisor of each Fund as the entity responsible for exercising
proxy voting authority with regard to securities held in the Fund’s investment portfolio.
Consistent with its duties under this Policy, each Advisor shall monitor and review corporate
transactions of corporations in which the Fund has invested, obtain all information sufficient to
allow an informed vote on all proxy solicitations, ensure that all proxy votes are cast in a timely
fashion, and maintain all records required to be maintained by the Fund under the Proxy Rule
and the 1940 Act. Each Advisor shall perform these duties in accordance with the Advisor’s
proxy voting policy, a copy of which shall be presented to this Board for its review. Each
Advisor shall promptly provide to the Board updates to its proxy voting policy as they are
adopted and implemented.

Conflict of Interest Transactions

In some instances, an Advisor may be asked to cast a proxy vote that presents a conflict
between the interests of a Fund’s shareholders, and those of the Advisor or an affiliated person
of the Advisor. In such case, the Advisor is instructed to abstain from making a voting decision
and to forward all necessary proxy voting materials to the Trust to enable the Board to make a
voting decision. When the Board is required to make a proxy voting decision, only the Trustees
without a conflict of interest with regard to the security in question or the matter to be voted
upon shall be permitted to participate in the decision of how the Fund’s vote will be cast. In the
event that the Board is required to vote a proxy because an Advisor has a conflict of interest
with respect to the proxy, the Board will vote such proxy in accordance with the Advisor’s
proxy voting policy, to the extent consistent with the shareholders’ best interests, as determined



by the Board in its discretion. The Board shall notify the Advisor of its final decision on the
matter and the Advisor shall vote in accordance with the Board’s decision.

Oversight of the Advisors’ Proxy Voting Compliance Activities

Each Advisor shall present to the Trust's co-administrator, MFAC a quarterly report
summarizing its proxy voting compliance activities for the preceding quarter. MFAC shall
review the report to ensure compliance with the Proxy Rule and with this Policy, and shall
determine the steps and procedures, if any, that must be undertaken or adopted by the Trust
and any Advisor to ensure further compliance with the relevant laws.

Availability of Proxy Voting Policy and Records Available to Fund Shareholders

If a Fund or an Advisor has a web site, a copy of the Advisor’s proxy voting policy and this
Policy may be posted on such website. A copy of such policies and of each Fund’s proxy voting
record shall also be made available, without charge, upon request of any shareholder of the
Fund, by calling the applicable Fund’s toll-free telephone number as printed in the Fund’s
prospectus. The Trust’s administrator shall reply to any Fund shareholder request within three
business days of receipt of the request, by first-class mail or other means designed to ensure
equally prompt delivery.

Each Advisor shall provide a complete voting record, as required by the Proxy Rule, for each
series of the Trust for which it acts as advisor, to the Trust’s co-administrator within 15 days
following the end of each calendar quarter. The Trust's co-administrator, MFAC will file a
report based on such record on Form N-PX on an annual basis with the Securities and Exchange
Commission no later than August 31st of each year.

PROXY VOTING RULE*

§ 275.206(4)-6 Proxy voting. If you are an investment advisor registered or required to be registered under section
203 of the Act (15 U.S.C. 80b-3), it is a fraudulent, deceptive, or manipulative act, practice or course of business
within the meaning of section 206(4) of the Act (15 U.S.C. 80b-6(4)), for you to exercise voting authority with respect
to client securities, unless you:

(a) Adopt and implement written policies and procedures that are reasonably designed to ensure that you vote
client securities in the best interest of clients, which procedures must include how you address material
conflicts that may arise between your interests and those of your clients;

(b) Disclose to clients how they may obtain information from you about how you voted with respect to their
securities; and

(c) Describe to clients your proxy voting policies and procedures and, upon request, furnish a copy of the
policies and procedures to the requesting client.

[68 FR 6593, Feb. 7, 2003]

*Securities and Exchange Commission online Rule reference source:
Proxy Voting by Investment Advisers - Final Rule: http//www.sec.gov/rules/final/IA-2106.htm
Dates: Effective Date: March 10, 2003. Compliance Date: August 6, 2003.



http://www.sec.gov/rules/final/IA-2106.htm

ADVISOR/SUB-ADVISOR
PROXY VOTING PROCEDURES

Horizon Asset Management, Inc. (“Horizon”) has entered into an agreement with the Institutional
Shareholder Services governance unit of RiskMetrics Group (RMG), a Delaware corporation, in order to vote
proxies for which Horizon is responsible. Pursuant to this agreement, a RMG account manager will exercise his or
her authority and responsibility to execute proxy ballots on behalf of Horizon and the Fund. RMG will vote such
proxies in accordance with RMG’s proprietary research and its proxy voting guidelines which have been adopted by
Horizon. Notwithstanding the contractual delegation to RMG, Horizon will continue to monitor the proxy voting. If
Horizon disagrees with a proxy voting recommendation made by RMG, Horizon maintains the right to override
RMG’s recommendation and instruct RMG to vote (which could include voting “abstain” or withholding a vote
completely) the proxy based on Horizon’s determination.

Horizon does not anticipate conflicts of interest with respect to proxy voting. In addition, Horizon
anticipates that it will generally follow the recommendations of RMG, thus further reducing the likelihood of
potential conflicts of interest. If Horizon elects to override a recommendation from RMG, Horizon will determine
whether such override presents a potential conflict of interest. If Horizon determines that a conflict of interest is
present, then Horizon will: (i) vote the proxy in accordance with the RMG recommendation; (ii) follow its internal
procedures for resolving proxy conflicts of interest; or (iii) engage an independent third party to perform the proxy
analysis and issue a recommendation on how to vote. In accordance with its procedures, Horizon will: (i) prepare a
conflict of interest memo detailing the potential issues and/or conflicts of interest; (ii) assemble the entire research
staff and management to review the memo and make a voting recommendation; (iii) make a decision on how to vote
the proxy based on all available information and in the best interest of the advisory client; and (iv) maintain written
documentation detailing the proxy voting decision with respect to each proxy for which Horizon determines there is
a potential conflict of interest. In addition, Horizon may elect to disclose the potential conflict of interest to the
Fund. Once the decision is made, RMG will vote the proxy via the RMG Votex System based on Horizon’s or the
independent third party’s decision.

Horizon will report to the Board of Trustees of the Trust, on not less than an annual basis. Horizon will
inform the Trustees regarding any conflicts of interest that arise from proxy votes and how such conflicts were
resolved.

Summary of RMG’s 2009 U.S. Proxy Voting Guidelines

1. Operational Items:

Auditor Ratification
Vote FOR proposals to ratify auditors, unless any of the following apply:

e Anauditor has a financial interest in or association with the company, and is therefore not independent;

e There is reason to believe that the independent auditor has rendered an opinion which is neither accurate
nor indicative of the company’s financial position;

e Poor accounting practices are identified that rise to a serious level of concern, such as: fraud;
misapplication of GAAP; and material weaknesses identified in Section 404 disclosures; or

o  Fees for non-audit services (“Other” fees) are excessive.

Non-audit fees are excessive if:

e Non-audit (“other”) fees exceed audit fees + audit-related fees + tax compliance/preparation fees

Vote CASE-BY-CASE on shareholder proposals asking companies to prohibit or limit their auditors from engaging
in non-audit services.



Vote CASE-BY-CASE on shareholder proposals asking for audit firm rotation, taking into account:

The tenure of the audit firm;

The length of rotation specified in the proposal;

Any significant audit-related issues at the company;

The number of Audit Committee meetings held each year;
The number of financial experts serving on the committee; and

Whether the company has a periodic renewal process where the auditor is evaluated for both audit quality
and competitive price.

2. Board of Directors:

Voting on Director’ Nominees in Uncontested Elections
Vote on director nominees should be determined on a CASE-BY-CASE basis.

Vote AGAINST or WITHHOLD? from individual directors who:

Attend less than 75 percent of the board and committee meetings without a valid excuse, such as illness,
service to the nation, work on behalf of the company, or funeral obligations. If the company provides
meaningful public or private disclosure explaining the director’s absences, evaluate the information on a
CASE-BY-CASE basis taking into account the following factors:

- Degree to which absences were due to an unavoidable conflict;
- Pattern of absenteeism; and
- Other extraordinary circumstances underlying the director’s absence;

Sit on more than six public company boards;

Are CEOs of public companies who sit on the boards of more than two public companies besides their
own-- withhold only at their outside boards.

Vote AGAINST or WITHHOLD from all nominees of the board of directors, (except from new nominees, who
should be considered on a CASE-BY-CASE basis) if:

The company’s proxy indicates that not all directors attended 75% of the aggregate of their board and
committee meetings, but fails to provide the required disclosure of the names of the directors involved. If
this information cannot be obtained, vote against/withhold from all incumbent directors;

The company’s poison pill has a dead-hand or modified dead-hand feature. VVote against/withhold every
year until this feature is removed,;

! RiskMetrics’ classification of directors can be found in U.S. Proxy Voting Guidelines Summary.

2 In general, companies with a plurality vote standard use “Withhold” as the valid opposition vote option in director
elections; companies with a majority vote standard use “Against”. However, it will vary by company and the proxy must
be checked to determine the valid opposition vote for the particular company.




The board adopts or renews a poison pill without shareholder approval, does not commit to putting it to
shareholder vote within 12 months of adoption (or in the case of an newly public company, does not
commit to put the pill to a shareholder vote within 12 months following the IPO), or reneges on a
commitment to put the pill to a vote, and has not yet received a withhold/against recommendation for this
issue;

The board failed to act on a shareholder proposal that received approval by a majority of the shares
outstanding the previous year (a management proposal with other than a FOR recommendation by
management will not be considered as sufficient action taken);

The board failed to act on a shareholder proposal that received approval of the majority of shares cast for
the previous two consecutive years (a management proposal with other than a FOR recommendation by
management will not be considered as sufficient action taken);

The board failed to act on takeover offers where the majority of the shareholders tendered their shares;

At the previous board election, any director received more than 50 percent withhold/against votes of the
shares cast and the company has failed to address the underlying issue(s) that caused the high
withhold/against vote;

The board is classified, and a continuing director responsible for a problematic governance issue at the
board/committee level that would warrant a withhold/against vote recommendation is not up for election-
any or all appropriate nominees (except new) may be held accountable;

The board lacks accountability and oversight, coupled with sustained poor performance relative to peers.
Sustained poor performance is measured by one- and three-year total shareholder returns in the bottom half
of a company’s four-digit GICS industry group (Russell 3000 companies only).

Vote AGAINST or WITHHOLD from Inside Directors and Affiliated Outside Directors (per the Classification of
Directors below) when:

The inside or affiliated outside director serves on any of the three key committees: audit, compensation, or
nominating;

The company lacks an audit, compensation, or nominating committee so that the full board functions as
that committee;

The company lacks a formal nominating committee, even if board attests that the independent directors
fulfill the functions of such a committee;

The full board is less than majority independent.

Vote AGAINST or WITHHOLD from the members of the Audit Committee if:

The non-audit fees paid to the auditor are excessive;
The company receives an adverse opinion on the company’s financial statements from its auditor; or

There is persuasive evidence that the audit committee entered into an inappropriate indemnification
agreement with its auditor that limits the ability of the company, or its shareholders, to pursue legitimate
legal recourse against the audit firm.

Vote CASE-by-CASE on members of the Audit Committee and/or the full board if poor accounting practices, which
rise to a level of serious concern are indentified, such as: fraud; misapplication of GAAP; and material weaknesses
identified in Section 404 disclosures.

Examine the severity, breadth, chronological sequence and duration, as well as the company’s efforts at remediation
or corrective actions in determining whether negative vote recommendations are warranted against the members of
the Audit Committee who are responsible for the poor accounting practices, or the entire board.

Vote AGAINST or WITHHOLD from the members of the Compensation Committee if:



There is a negative correlation between the chief executive’s pay and company performance (see discussion
under Equity Compensation Plans);

The company reprices underwater options for stock, cash or other consideration without prior shareholder
approval, even if allowed in their equity plan;

The company fails to submit one-time transfers of stock options to a shareholder vote;
The company fails to fulfill the terms of a burn rate commitment they made to shareholders;

The company has backdated options (see “Options Backdating” policy);

The company has poor compensation practices (see “Poor Pay Practices” policy). Poor pay practices may warrant
withholding votes from the CEO and potentially the entire board as well.

Vote AGAINST or WITHHOLD from directors, individually or the entire board, for egregious actions or failure to
replace management as appropriate.

Independent Chair (Separate Chair/CEQO)

Generally vote FOR shareholder proposals requiring that the chairman’s position be filled by an independent
director, unless the company satisfies all of the following criteria:

The company maintains the following counterbalancing features:

Designated lead director, elected by and from the independent board members with clearly delineated and
comprehensive duties. (The role may alternatively reside with a presiding director, vice chairman, or
rotating lead director; however the director must serve a minimum of one year in order to qualify as a lead
director.) The duties should include, but are not limited to, the following:

- presides at all meetings of the board at which the chairman is not present, including executive
sessions of the independent directors;

- serves as liaison between the chairman and the independent directors;

- approves information sent to the board,;

- approves meeting agendas for the board,;

- approves meeting schedules to assure that there is sufficient time for discussion of all agenda items;
- has the authority to call meetings of the independent directors;

- if requested by major shareholders, ensures that he is available for consultation and direct
communication;

Two-thirds independent board;
All independent key committees;
Established governance guidelines;

A company in the Russell 3000 universe must not have exhibited sustained poor total shareholder return
(TSR) performance, defined as one- and three-year TSR in the bottom half of the company’s four-digit
GICS industry group within the Russell 3000 only), unless there has been a change in the Chairman/CEO
position within that time;

The company does not have any problematic governance or management issues, examples of
which include, but are not limited to:

- Egregious compensation practices;



- Multiple related-party transactions or other issues putting director independence at risk;
- Corporate and/or management scandals;
- Excessive problematic corporate governance provisions; or

- Flagrant board or management actions with potential or realized negative impact on shareholders.

Majority Vote Shareholder Proposals

Generally vote FOR precatory and binding resolutions requesting that the board change the company’s bylaws to
stipulate that directors need to be elected with an affirmative majority of votes cast, provided it does not conflict
with the state law where the company is incorporated. Binding resolutions need to allow for a carve-out for a
plurality vote standard when there are more nominees than board seats.

Companies are strongly encouraged to also adopt a post-election policy (also know as a director resignation policy)
that provides guidelines so that the company will promptly address the situation of a holdover director.

Performance/Governance Evaluation for Directors

Vote WITHHOLD/AGAINST on all director nominees if the board lacks accountability and oversight, coupled with
sustained poor performance relative to peers, measured by one- and three-year total shareholder returns in the
bottom half of a company’s four-digit GICS industry group (Russell 3000 companies only).

Evaluate board accountability and oversight at companies that demonstrate sustained poor performance. Problematic
provisions include but are not limited to:

o aclassified board structure;

e asupermajority vote requirement;

e majority vote standard for director elections with no carve out for contested elections;
e the inability of shareholders to call special meetings;

o the inability of shareholders to act by written consent;

e adual-class structure; and/or

e anon-shareholder approved poison pill.

If a company exhibits sustained poor performance coupled with a lack of board accountability and oversight, also
take into consideration the company’s five-year total shareholder return and five-year operational metrics in the
evaluation.

3. Proxy Contests

Voting for Director Nominees in Contested Elections
Vote CASE-BY-CASE on the election of directors in contested elections, considering the following factors:
e Long-term financial performance of the target company relative to its industry;
e Management’s track record;
e Background to the proxy contest;
e Qualifications of director nominees (both slates);

e Strategic plan of dissident slate and quality of critique against management;



o Likelihood that the proposed goals and objectives can be achieved (both slates);

e Stock ownership positions.

Reimbursing Proxy Solicitation Expenses

Vote CASE-BY-CASE on proposals to reimburse proxy solicitation expenses. When voting in conjunction with
support of a dissident slate, vote FOR the reimbursement of all appropriate proxy solicitation expenses associated
with the election.

Generally vote FOR shareholder proposals calling for the reimbursement of reasonable costs incurred in connection
with nominating one or more candidates in a contested election where the following apply:

e The election of fewer than 50% of the directors to be elected is contested in the election;
e One or more of the dissident’s candidates is elected;
e  Shareholders are not permitted to cumulate their votes for directors; and

e The election occurred, and the expenses were incurred, after the adoption of this bylaw.

4. Antitakeover Defenses and Voting Related Issues

Advance Notice Requirements for Shareholder Proposals/Nominations

Vote CASE-BY-CASE on advance notice proposals, giving support to proposals that allow shareholders to submit
proposals/nominations reasonably close to the meeting date and within the broadest window possible, recognizing
the need to allow sufficient notice for company, regulatory and shareholder review.

To be reasonable, the company’s deadline for shareholder notice of a proposal/ nominations must not be more than
60 days prior to the meeting, with a submittal window of at least 30 days prior to the deadline.

In general, support additional efforts by companies to ensure full disclosure in regard to a proponent’s economic and
voting position in the company so long as the informational requirements are reasonable and aimed at providing
shareholders with the necessary information to review such proposal.

Poison Pills

Vote FOR shareholder proposals requesting that the company submit its poison pill to a shareholder vote or redeem
it UNLESS the company has: (1) A shareholder approved poison pill in place; or (2) The company has adopted a
policy concerning the adoption of a pill in the future specifying that the board will only adopt a shareholder rights
plan if either:

e Shareholders have approved the adoption of the plan; or

e The board, in exercising its fiduciary responsibilities, determines that it is in the best interest of
shareholders under the circumstances to adopt a pill without the delay that would result from seeking
stockholder approval (i.e., the “fiduciary out” provision). A poison pill adopted under this “fiduciary out”
will be put to a shareholder ratification vote within 12 months of adoption or expire. If the pill is not
approved by a majority of the votes cast on this issue, the plan will immediately terminate.

Vote FOR shareholder proposals calling for poison pills to be put to a vote within a time period of less than one year
after adoption. If the company has no non-shareholder approved poison pill in place and has adopted a policy with
the provisions outlined above, vote AGAINST the proposal. If these conditions are not met, vote FOR the proposal,
but with the caveat that a vote within 12 months would be considered sufficient.

Vote CASE-by-CASE on management proposals on poison pill ratification, focusing on the features of the
shareholder rights plan. Rights plans should contain the following attributes:



o No lower than a 20% trigger, flip-in or flip-over;
e A term of no more than three years;

¢ No dead-hand, slow-hand, no-hand or similar feature that limits the ability of a future board to redeem the
pill;
e Shareholder redemption feature (qualifying offer clause); if the board refuses to redeem the pill 90 days

after a qualifying offer is announced, 10 percent of the shares may call a special meeting or seek a written
consent to vote on rescinding the pill.

In addition, the rationale for adopting the pill should be thoroughly explained by the company. In examining the
request for the pill, take into consideration the company’s existing governance structure, including: board
independence, existing takeover defenses, and any problematic governance concerns.

For management proposals to adopt a poison pill for the stated purpose of preserving a company’s net operating
losses (“NOL pills”), the following factors should be considered:

o the trigger (NOL pills generally have a trigger slightly below 5%);
e the value of the NOLs;
o theterm;

o shareholder protection mechanisms (sunset provision, causing expiration of the pill upon exhaustion or
expiration of NOLS); and

o other factors that may be applicable.

In addition, vote WITHHOLD/AGAINST the entire board of directors, (except new nominees, who should be
considered on a CASE-by-CASE basis) if the board adopts or renews a poison pill without shareholder approval,
does not commit to putting it to a shareholder vote within 12 months of adoption (or in the case of a newly public
company, does not commit to put the pill to a shareholder vote within 12 months following the IPO), or reneges on a
commitment to put the pill to a vote, and has not yet received a withhold recommendation for this issue.

5. Mergers and Corporate Restructurings

Overall Approach

For mergers and acquisitions, review and evaluate the merits and drawbacks of the proposed transaction, balancing
various and sometimes countervailing factors including:

e Valuation - Is the value to be received by the target shareholders (or paid by the acquirer) reasonable?
While the fairness opinion may provide an initial starting point for assessing valuation reasonableness,
emphasis is placed on the offer premium, market reaction and strategic rationale.

e Market reaction - How has the market responded to the proposed deal? A negative market reaction should
cause closer scrutiny of a deal.

e Strategic rationale - Does the deal make sense strategically? From where is the value derived? Cost and
revenue synergies should not be overly aggressive or optimistic, but reasonably achievable. Management
should also have a favorable track record of successful integration of historical acquisitions.

o Negotiations and process - Were the terms of the transaction negotiated at arm's-length? Was the process
fair and equitable? A fair process helps to ensure the best price for shareholders. Significant negotiation
"wins" can also signify the deal makers' competency. The comprehensiveness of the sales process (e.g., full
auction, partial auction, no auction) can also affect shareholder value.



e Conflicts of interest - Are insiders benefiting from the transaction disproportionately and inappropriately as
compared to non-insider shareholders? As the result of potential conflicts, the directors and officers of the
company may be more likely to vote to approve a merger than if they did not hold these interests. Consider
whether these interests may have influenced these directors and officers to support or recommend the
merger. The change-in-control figure presented in the "RMG Transaction Summary" section of this report
is an aggregate figure that can in certain cases be a misleading indicator of the true value transfer from
shareholders to insiders. Where such figure appears to be excessive, analyze the underlying assumptions to
determine whether a potential conflict exists.

e Governance - Will the combined company have a better or worse governance profile than the current
governance profiles of the respective parties to the transaction? If the governance profile is to change for
the worse, the burden is on the company to prove that other issues (such as valuation) outweigh any
deterioration in governance.

6. State of Incorporation

Reincorporation Proposals

Evaluate management or shareholder proposals to change a company's state of incorporation on a CASE-BY-CASE
basis, giving consideration to both financial and corporate governance concerns including the following:

e Reasons for reincorporation;

e Comparison of company's governance practices and provisions prior to and following the reincorporation;
and

e Comparison of corporation laws of original state and destination state

Vote FOR reincorporation when the economic factors outweigh any neutral or negative governance changes.

7. Capital Structure

Common Stock Authorization

Vote CASE-BY-CASE on proposals to increase the number of shares of common stock authorized for issuance.
Take into account company-specific factors which include, at a minimum, the following:

e  Specific reasons/ rationale for the proposed increase;

e The dilutive impact of the request as determined through an allowable cap generated by RiskMetrics’
quantitative model;

e The board’s governance structure and practices; and
o Risks to shareholders of not approving the request.

Vote FOR proposals to approve increases beyond the allowable cap when a company's shares are in danger of being
delisted or if a company's ability to continue to operate as a going concern is uncertain.

Preferred Stock

Vote CASE-BY-CASE on proposals to increase the number of shares of preferred stock authorized for issuance.
Take into account company-specific factors which include, at a minimum, the following:

e  Specific reasons/ rationale for the proposed increase;

e The dilutive impact of the request as determined through an allowable cap generated by RiskMetrics’
quantitative model;



e The board’s governance structure and practices; and
o Risks to shareholders of not approving the request.

Vote AGAINST proposals authorizing the creation of new classes of preferred stock with unspecified voting,
conversion, dividend distribution, and other rights ("blank check" preferred stock).

Vote FOR proposals to create "declawed" blank check preferred stock (stock that cannot be used as a takeover
defense).

Vote FOR proposals to authorize preferred stock in cases where the company specifies the voting, dividend,
conversion, and other rights of such stock and the terms of the preferred stock appear reasonable.

Vote AGAINST proposals to increase the number of blank check preferred stock authorized for issuance when no
shares have been issued or reserved for a specific purpose.

8. Executive and Director Compensation

Equity Compensation Plans
Vote CASE-BY-CASE on equity-based compensation plans. Vote AGAINST the equity plan if any of the following
factors apply:

e The total cost of the company’s equity plans is unreasonable;

e The plan expressly permits the repricing of stock options/stock appreciation rights (SARs) without prior
shareholder approval;

e The CEO is a participant in the proposed equity-based compensation plan and there is a disconnect between
CEO pay and the company’s performance where over 50 percent of the year-over-year increase is attributed
to equity awards;

e The company’s three year burn rate exceeds the greater of 2% and the mean plus one standard deviation of
its industry group;

e The plan provides for the acceleration of vesting of equity awards even though an actual change in control
may not occur (e.g., upon shareholder approval of a transaction or the announcement of a tender offer); or

e The plan is a vehicle for poor pay practices.

Poor Pay Practices

Vote AGAINST or WITHHOLD from compensation committee members, CEO, and potentially the entire board, if
the company has poor compensation practices. Vote AGAINST equity plans if the plan is a vehicle for poor
compensation practices.

The following practices, while not exhaustive, are examples of poor compensation practices that may warrant
withhold vote recommendations:

e Egregious employment contracts - Contracts containing multi-year guarantees for salary increases, bonuses
and equity compensation;

o  Excessive perks/tax reimbursements:

- Overly generous perquisites, which may include, but are not limited to the following: personal use
of corporate aircraft, personal security system maintenance and/or installation, car allowances;

- Reimbursement of income taxes on executive perquisites or other payments;



- Perquisites for former executives, such as car allowances, personal use of corporate aircraft or
other inappropriate arrangements;

Abnormally large bonus payouts without justifiable performance linkage or proper disclosure - Performance
metrics that are changed, canceled or replaced during the performance period without adequate explanation of
the action and the link to performance;

o Egregious pension/SERP (supplemental executive retirement plan) payouts:

- Inclusion of additional years of service not worked that result in significant payouts;
- Inclusion of performance-based equity awards in the pension calculation;
o New CEO with overly generous new hire package:
- Excessive “make whole” provisions;
- Any of the poor pay practices listed in this policy;

e Excessive severance and/or change in control provisions:

Inclusion of excessive change in control or severance payments, especially those with a multiple
in excess of 3X cash pay;

- Payments upon an executive's termination in connection with performance failure;

- Change in control payouts without loss of job or substantial diminution of job duties (single-
triggered);

- New or materially amended employment or severance agreements that provide for modified single
triggers, under which an executive may voluntarily leave for any reason and still receive the
change-in-control severance package;

- Liberal change in control definition in individual contracts or equity plans which could result in
payments to executives without an actual change in control occurring;

- New or materially amended employment or severance agreements that provide for an excise tax
gross-up. Modified gross-ups would be treated in the same manner as full gross-ups;

- Perquisites for former executives such as car allowances, personal use of corporate aircraft or
other inappropriate arrangements;

e Dividends or dividend equivalents paid on unvested performance shares or units;
e Poor disclosure practices:
- Unclear explanation of how the CEO is involved in the pay setting process;
- Retrospective performance targets and methodology not discussed;

- Methodology for benchmarking practices and/or peer group not disclosed and explained,;
e Internal Pay Disparity:

- Excessive differential between CEO total pay and that of next highest paid named executive officer
(NEO);

e  Options backdating (covered in a separate policy);

e  Other excessive compensation payouts or poor pay practices at the company.
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Other Compensation Proposals and Policies

Advisory Vote on Executive Compensation (Say-on-Pay) Management Proposals

Vote CASE-BY-CASE on management proposals for an advisory vote on executive compensation. Vote AGAINST
these resolutions in cases where boards have failed to demonstrate good stewardship of investors’ interests regarding
executive compensation practices.

For U.S. companies, consider the following factors in the context of each company’s specific circumstances and the
board’s disclosed rationale for its practices:

Relative Considerations:

e Assessment of performance metrics relative to business strategy, as discussed and explained in the CD&A;
e Evaluation of peer groups used to set target pay or award opportunities;

e Alignment of company performance and executive pay trends over time (e.g., performance down: pay
down);

e Assessment of disparity between total pay of the CEO and other Named Executive Officers (NEOS).

Design Considerations:

e Balance of fixed versus performance-driven pay;

o Assessment of excessive practices with respect to perks, severance packages, supplemental executive
pension plans, and burn rates.

Communication Considerations:

e Evaluation of information and board rationale provided in CD&A about how compensation is determined
(e.g., why certain elements and pay targets are used, and specific incentive plan goals, especially
retrospective goals);

e Assessment of board’s responsiveness to investor input and engagement on compensation issues (e.g., in
responding to majority-supported shareholder proposals on executive pay topics).

Employee Stock Purchase Plans-- Non-Qualified Plans

Vote CASE-by-CASE on nonqualified employee stock purchase plans. Vote FOR nonqualified employee stock
purchase plans with all the following features:

o Broad-based participation (i.e., all employees of the company with the exclusion of individuals with 5
percent or more of beneficial ownership of the company);

e Limits on employee contribution, which may be a fixed dollar amount or expressed as a percent of base
salary;

e Company matching contribution up to 25 percent of employee’s contribution, which is effectively a
discount of 20 percent from market value;

e No discount on the stock price on the date of purchase since there is a company matching contribution.

Vote AGAINST nonqualified employee stock purchase plans when any of the plan features do not meet the above
criteria. If the company matching contribution exceeds 25 percent of employee’s contribution, evaluate the cost of
the plan against its allowable cap.

Option Exchange Programs/Repricing Options

Vote CASE-by-CASE on management proposals seeking approval to exchange/reprice options, taking into
consideration:
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e Historic trading patterns--the stock price should not be so volatile that the options are likely to be back “in-
the-money” over the near term;

o Rationale for the re-pricing--was the stock price decline beyond management's control?
e Isthis a value-for-value exchange?

e Are surrendered stock options added back to the plan reserve?

e  Option vesting--does the new option vest immediately or is there a black-out period?

e Term of the option--the term should remain the same as that of the replaced option;

e Exercise price--should be set at fair market or a premium to market;

e Participants--executive officers and directors should be excluded.

If the surrendered options are added back to the equity plans for re-issuance, then also take into consideration the
company’s total cost of equity plans and its three-year average burn rate.

In addition to the above considerations, evaluate the intent, rationale, and timing of the repricing proposal. The
proposal should clearly articulate why the board is choosing to conduct an exchange program at this point in time.
Repricing underwater options after a recent precipitous drop in the company’s stock price demonstrates poor timing.
Repricing after a recent decline in stock price triggers additional scrutiny and a potential AGAINST vote on the
proposal. At a minimum, the decline should not have happened within the past year. Also, consider the terms of the
surrendered options, such as the grant date, exercise price and vesting schedule. Grant dates of surrendered options
should be far enough back (two to three years) so as not to suggest that repricings are being done to take advantage
of short-term downward price movements. Similarly, the exercise price of surrendered options should be above the
52-week high for the stock price.

Vote FOR shareholder proposals to put option repricings to a shareholder vote.

Other Shareholder Proposals on Compensation

Advisory Vote on Executive Compensation (Say-on-Pay)

Generally, vote FOR shareholder proposals that call for non-binding shareholder ratification of the compensation of
the Named Executive Officers and the accompanying narrative disclosure of material factors provided to understand
the Summary Compensation Table.

Golden Coffins/Executive Death Benefits

Generally vote FOR proposals calling on companies to adopt a policy of obtaining shareholder approval for any
future agreements and corporate policies that could oblige the company to make payments or awards following the
death of a senior executive in the form of unearned salary or bonuses, accelerated vesting or the continuation in
force of unvested equity grants, perquisites and other payments or awards made in lieu of compensation. This would
not apply to any benefit programs or equity plan proposals for which the broad-based employee population is
eligible.

Share Buyback Holding Periods

Generally vote AGAINST shareholder proposals prohibiting executives from selling shares of company stock during
periods in which the company has announced that it may or will be repurchasing shares of its stock. Vote FOR the
proposal when there is a pattern of abuse by executives exercising options or selling shares during periods of share
buybacks.
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Stock Ownership or Holding Period Guidelines

Generally vote AGAINST shareholder proposals that mandate a minimum amount of stock that directors must own
in order to qualify as a director or to remain on the board. While RMG favors stock ownership on the part of
directors, the company should determine the appropriate ownership requirement.

Vote on a CASE-BY-CASE on shareholder proposals asking companies to adopt policies requiring Named
Executive Officers to retain 75% of the shares acquired through compensation plans while employed and/or for two
years following the termination of their employment, and to report to shareholders regarding this policy. The
following factors will be taken into account:

e  Whether the company has any holding period, retention ratio, or officer ownership requirements in place.
These should consist of:

- Rigorous stock ownership guidelines, or
- A holding period requirement coupled with a significant long-term ownership requirement, or

- A meaningful retention ratio,

e Actual officer stock ownership and the degree to which it meets or exceeds the proponent’s suggested
holding period/retention ratio or the company’s own stock ownership or retention requirements.

e Problematic pay practices, current and past, which may promote a short-term versus a long-term focus.

Tax Gross-Up Proposals

Generally vote FOR proposals asking companies to adopt a policy of not providing tax gross-up payments to
executives, except where gross-ups are provided pursuant to a plan, policy, or arrangement applicable to
management employees of the company, such as a relocation or expatriate tax equalization policy.

9. Corporate Social Responsibility (CSR) Issues

Overall Approach
When evaluating social and environmental shareholder proposals, RMG considers the following factors:
e  Whether adoption of the proposal is likely to enhance or protect shareholder value;

o Whether the information requested concerns business issues that relate to a meaningful percentage of the
company's business as measured by sales, assets, and earnings;

e The degree to which the company's stated position on the issues raised in the proposal could affect its
reputation or sales, or leave it vulnerable to a boycott or selective purchasing;

e Whether the issues presented are more appropriately/effectively dealt with through governmental or
company-specific action;

e Whether the company has already responded in some appropriate manner to the request embodied in the
proposal;

e Whether the company's analysis and voting recommendation to shareholders are persuasive;
e What other companies have done in response to the issue addressed in the proposal,

o Whether the proposal itself is well framed and the cost of preparing the report is reasonable;
e  Whether implementation of the proposal’s request would achieve the proposal’s objectives;

o Whether the subject of the proposal is best left to the discretion of the board;
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o Whether the requested information is available to shareholders either from the company or from a publicly
available source; and

e  Whether providing this information would reveal proprietary or confidential information that would place
the company at a competitive disadvantage.

Genetically Modified Ingredients

Generally vote AGAINST proposals asking suppliers, genetic research companies, restaurants and food retail
companies to voluntarily label genetically engineered (GE) ingredients in their products and/or eliminate GE
ingredients. The cost of labeling and/or phasing out the use of GE ingredients may not be commensurate with the
benefits to shareholders and is an issue better left to regulators.

Vote CASE-BY-CASE on proposals asking for a report on the feasibility of labeling products containing GE
ingredients taking into account:

e The company's business and the proportion of it affected by the resolution;

e The quality of the company’s disclosure on GE product labeling, related voluntary initiatives, and how this
disclosure compares with industry peer disclosure; and

e Company'’s current disclosure on the feasibility of GE product labeling, including information on the
related costs.

Generally vote AGAINST proposals seeking a report on the social, health, and environmental effects of genetically
modified organisms (GMOs). Studies of this sort are better undertaken by regulators and the scientific community.

Generally vote AGAINST proposals to completely phase out GE ingredients from the company's products or
proposals asking for reports outlining the steps necessary to eliminate GE ingredients from the company’s products.
Such resolutions presuppose that there are proven health risks to GE ingredients (an issue better left to regulators)
that may outweigh the economic benefits derived from biotechnology.

Pharmaceutical Pricing, Access to Medicines, and Product Reimportation

Generally vote AGAINST proposals requesting that companies implement specific price restraints on
pharmaceutical products unless the company fails to adhere to legislative guidelines or industry norms in its product
pricing.

Vote CASE-BY-CASE on proposals requesting that the company report on their product pricing policies or their
access to medicine policies, considering:

e The nature of the company’s business and the potential for reputational and market risk exposure;
e The existing disclosure of relevant policies;
e Deviation from established industry norms;

e The company’s existing, relevant initiatives to provide research and/or products to disadvantaged
consumers;

o  Whether the proposal focuses on specific products or geographic regions; and
e The potential cost and scope of the requested report.

Generally vote FOR proposals requesting that companies report on the financial and legal impact of their
prescription drug reimportation policies unless such information is already publicly disclosed.

Generally vote AGAINST proposals requesting that companies adopt specific policies to encourage or constrain
prescription drug reimportation. Such matters are more appropriately the province of legislative activity and may
place the company at a competitive disadvantage relative to its peers.
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Gender Identity, Sexual Orientation, and Domestic Partner Benefits

Generally vote FOR proposals seeking to amend a company’s EEO statement or diversity policies to prohibit
discrimination based on sexual orientation and/or gender identity, unless the change would result in excessive costs
for the company.

Generally vote AGAINST proposals to extend company benefits to, or eliminate benefits from domestic partners.
Decisions regarding benefits should be left to the discretion of the company.

Climate Change

Generally vote FOR resolutions requesting that a company disclose information on the impact of climate change on
the company’s operations and investments considering whether:

e The company already provides current, publicly-available information on the impacts that climate change
may have on the company as well as associated company policies and procedures to address related risks
and/or opportunities;

e The company’s level of disclosure is at least comparable to that of industry peers; and

e There are no significant, controversies, fines, penalties, or litigation associated with the company’s
environmental performance.

Lobbying Expenditures/Initiatives
Vote CASE-BY-CASE on proposals requesting information on a company’s lobbying initiatives, considering:

o Significant controversies, fines, or litigation surrounding a company’s public policy activities,
e The company’s current level of disclosure on lobbying strategy, and

e The impact that the policy issue may have on the company’s business operations.

Political Contributions and Trade Association Spending

Generally vote AGAINST proposals asking the company to affirm political nonpartisanship in the workplace so
long as:

e There are no recent, significant controversies, fines or litigation regarding the company’s political
contributions or trade association spending; and

e The company has procedures in place to ensure that employee contributions to company-sponsored
political action committees (PACSs) are strictly voluntary and prohibits coercion.

Vote AGAINST proposals to publish in newspapers and public media the company's political contributions. Such
publications could present significant cost to the company without providing commensurate value to shareholders.

Vote CASE-BY-CASE on proposals to improve the disclosure of a company's political contributions and trade
association spending, considering:

e Recent significant controversy or litigation related to the company’s political contributions or governmental
affairs; and

e The public availability of a company policy on political contributions and trade association spending
including information on the types of organizations supported, the business rationale for supporting these
organizations, and the oversight and compliance procedures related to such expenditures of corporate
assets.

Vote AGAINST proposals barring the company from making political contributions. Businesses are affected by
legislation at the federal, state, and local level and barring political contributions can put the company at a
competitive disadvantage.
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Vote AGAINST proposals asking for a list of company executives, directors, consultants, legal counsels, lobbyists,
or investment bankers that have prior government service and whether such service had a bearing on the business of
the company. Such a list would be burdensome to prepare without providing any meaningful information to
shareholders.

Labor and Human Rights Standards

Generally vote FOR proposals requesting a report on company or company supplier labor and/or human rights
standards and policies unless such information is already publicly disclosed.

Vote CASE-BY-CASE on proposals to implement company or company supplier labor and/or human rights
standards and policies, considering:

The degree to which existing relevant policies and practices are disclosed,;

Whether or not existing relevant policies are consistent with internationally recognized standards;
Whether company facilities and those of its suppliers are monitored and how;

Company participation in fair labor organizations or other internationally recognized human rights
initiatives;

Sccr)]pe at?d nature of business conducted in markets known to have higher risk of workplace labor/human
rights abuse;

Recent, significant company controversies, fines, or litigation regarding human rights at the company or its
suppliers;

The scope of the request; and

Deviation from industry sector peer company standards and practices.

Sustainability Reporting

Generally vote FOR proposals requesting the company to report on its policies, initiatives, and oversight
mechanisms related to social, economic, and environmental sustainability, unless:

The company already discloses similar information through existing reports or policies such as an
Environment, Health, and Safety (EHS) report; a comprehensive Code of Corporate Conduct; and/or a
Diversity Report; or

The company has formally committed to the implementation of a reporting program based on Global
Reporting Initiative (GRI) guidelines or a similar standard within a specified time frame
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Summary of RMG’s 2009 International Proxy Voting Guidelines

1. Operational Items

Financial Results/Director and Auditor Reports
Vote FOR approval of financial statements and director and auditor reports, unless:
e There are concerns about the accounts presented or audit procedures used; or

e The company is not responsive to shareholder questions about specific items that should be publicly
disclosed.

Appointment of Auditors and Auditor Fees
Vote FOR the reelection of auditors and proposals authorizing the board to fix auditor fees, unless:
e There are serious concerns about the accounts presented or the audit procedures used,;
e The auditors are being changed without explanation; or
e Non-audit-related fees are substantial or are routinely in excess of standard annual audit-related fees.

Vote AGAINST the appointment of external auditors if they have previously served the company in an executive
capacity or can otherwise be considered affiliated with the company.

Appointment of Internal Statutory Auditors

Vote FOR the appointment or reelection of statutory auditors, unless:
e There are serious concerns about the statutory reports presented or the audit procedures used;
e  Questions exist concerning any of the statutory auditors being appointed; or

e The auditors have previously served the company in an executive capacity or can otherwise be considered
affiliated with the company.

Allocation of Income
Vote FOR approval of the allocation of income, unless:

e The dividend payout ratio has been consistently below 30 percent without adequate explanation; or

e The payout is excessive given the company's financial position.

Stock (Scrip) Dividend Alternative
Vote FOR most stock (scrip) dividend proposals.

Vote AGAINST proposals that do not allow for a cash option unless management demonstrates that the cash option
is harmful to shareholder value.

Amendments to Articles of Association
Vote amendments to the articles of association on a CASE-BY-CASE basis.
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Change in Company Fiscal Term

Vote FOR resolutions to change a company's fiscal term unless a company's motivation for the change is to
postpone its AGM.

Lower Disclosure Threshold for Stock Ownership

Vote AGAINST resolutions to lower the stock ownership disclosure threshold below 5 percent unless specific
reasons exist to implement a lower threshold.

Amend Quorum Requirements
Vote proposals to amend quorum requirements for shareholder meetings on a CASE-BY-CASE basis.

Transact Other Business
Vote AGAINST other business when it appears as a voting item.

2. Board of Directors

Director Elections
Vote FOR management nominees in the election of directors, unless:
e Adequate disclosure has not been provided in a timely manner;
e There are clear concerns over questionable finances or restatements;
e There have been questionable transactions with conflicts of interest;
e There are any records of abuses against minority shareholder interests; or
e The board fails to meet minimum corporate governance standards.

Vote FOR individual nominees unless there are specific concerns about the individual, such as criminal wrongdoing
or breach of fiduciary responsibilities.

Vote AGAINST individual directors if repeated absences at board meetings have not been explained (in countries
where this information is disclosed).

Vote on a CASE-BY-CASE basis for contested elections of directors, e.g. the election of shareholder nominees or
the dismissal of incumbent directors, determining which directors are best suited to add value for shareholders.

Vote FOR employee and/or labor representatives if they sit on either the audit or compensation committee and are
required by law to be on those committees. Vote AGAINST employee and/or labor representatives if they sit on
either the audit or compensation committee, if they are not required to be on those committees.

[Please see the International Classification of Directors on the following page.]
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RMG Classification of Directors — International Policy 2009

Executive Director
« Employee or executive of the company;
« Any director who is classified as a non-executive, but receives salary, fees, bonus, and/or other benefits
that are in line with the highest-paid executives of the company.

Non-Independent Non-Executive Director (NED)

 Any director who is attested by the board to be a non-independent NED;

« Any director specifically designated as a representative of a significant shareholder of the company;

« Any director who is also an employee or executive of a significant shareholder of the company;

« Beneficial owner (direct or indirect) of at least 10% of the company’s stock, either in economic terms or in
voting rights (this may be aggregated if voting power is distributed among more than one member of a defined
group, e.g., family members who beneficially own less than 10% individually, but collectively own more than
10%), unless market best practice dictates a lower ownership and/or disclosure threshold (and in other special
market-specific circumstances);

« Government representative;

« Currently provides (or a relative™ provides) professional services to the company, to an affiliate of the
company, or to an individual officer of the company or of one of its affiliates in excess of $10,000 per year;

* Represents customer, supplier, creditor, banker, or other entity with which company maintains
transactional/commercial relationship (unless company discloses information to apply a materiality test™™)):

« Any director who has conflicting or cross-directorships with executive directors or the chairman of the
company;

« Relative! of a current employee of the company or its affiliates;

« Relative™ of a former executive of the company or its affiliates;

« A new appointee elected other than by a formal process through the General Meeting (such as a contractual
appointment by a substantial shareholder);

* Founder/co-founder/member of founding family but not currently an employee;

« Former executive (5 year cooling off period);

« Years of service is generally not a determining factor unless it is recommended best practice in a market and/or
in extreme circumstances, in which case it may be considered.™!

Independent NED
« No material™ connection, either directly or indirectly, to the company other than a board seat.

Employee Representative
« Represents employees or employee shareholders of the company (classified as “employee representative” but
considered a non-independent NED).

Footnotes:

[ “Relative” follows the U.S. SEC’s definition of “immediate family members” which covers spouses, parents,
children, stepparents, step-children, siblings, in-laws, and any person (other than a tenant or employee) sharing the
household of any director, nominee for director, executive officer, or significant shareholder of the company.

21 professional services can be characterized as advisory in nature and generally include the following: investment
banking/financial advisory services; commercial banking (beyond deposit services); investment services;
insurance services; accounting/audit services; consulting services; marketing services; and legal services. The case
of participation in a banking syndicate by a non-lead bank should be considered a transaction (and hence subject
to the associated materiality test) rather than a professional relationship.

B1|f the company makes or receives annual payments exceeding the greater of $200,000 or five percent of the
recipient’s gross revenues (the recipient is the party receiving the financial proceeds from the transaction).

I For example, in continental Europe, directors with a tenure exceeding 12 years will be considered non-
independent. In the United Kingdom and Ireland, directors with a tenure exceeding nine years will be considered
non-independent, unless the company provides sufficient and clear justification that the director is independent
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despite his long tenure.

BI For purposes of RMG director independence classification, “material” will be defined as a standard of
relationship financial, personal or otherwise) that a reasonable person might conclude could potentially influence
one’s objectivity in the boardroom in a manner that would have a meaningful impact on an individual's ability to
satisfy requisite fiduciary standards on behalf of shareholders.

Discharge of Directors

Generally vote FOR the discharge of directors, including members of the management board and/or supervisory
board, unless there is reliable information about significant and compelling controversies that the board is not
fulfilling its fiduciary duties warranted by:

e A lack of oversight or actions by board members which invoke shareholder distrust related to malfeasance
or poor supervision, such as operating in private or company interest rather than in shareholder interest; or

e Any legal issues (e.g. civil/criminal) aiming to hold the board responsible for breach of trust in the past or
related to currently alleged actions yet to be confirmed (and not only the fiscal year in question), such as
price fixing, insider trading, bribery, fraud, and other illegal actions; or

e  Other egregious governance issues where shareholders will bring legal action against the company or its
directors.

For markets which do not routinely request discharge resolutions (e.g. common law countries or markets where
discharge is not mandatory), analysts may voice concern in other appropriate agenda items, such as approval of the
annual accounts or other relevant resolutions, to enable shareholders to express discontent with the board.

Director Compensation

Vote FOR proposals to award cash fees to non-executive directors unless the amounts are excessive relative to other
companies in the country or industry.

Vote non-executive director compensation proposals that include both cash and share-based components on a
CASE-BY-CASE basis.

Vote proposals that bundle compensation for both non-executive and executive directors into a single resolution on a
CASE-BY-CASE basis.

Vote AGAINST proposals to introduce retirement benefits for non-executive directors.

Director, Officer, and Auditor Indemnification and Liability Provisions

Vote proposals seeking indemnification and liability protection for directors and officers on a CASE-BY-CASE
basis.

Vote AGAINST proposals to indemnify auditors.

Board Structure
Vote FOR proposals to fix board size.

Vote AGAINST the introduction of classified boards and mandatory retirement ages for directors.

Vote AGAINST proposals to alter board structure or size in the context of a fight for control of the company or the
board.
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3. Capital Structure

Share Issuance Requests

General Issuances:
Vote FOR issuance requests with preemptive rights to a maximum of 100 percent over currently issued capital.

Vote FOR issuance requests without preemptive rights to a maximum of 20 percent of currently issued capital.

Specific Issuances:
Vote on a CASE-BY-CASE basis on all requests, with or without preemptive rights.

Increases in Authorized Capital

Vote FOR non-specific proposals to increase authorized capital up to 100 percent over the current authorization
unless the increase would leave the company with less than 30 percent of its new authorization outstanding.

Vote FOR specific proposals to increase authorized capital to any amount, unless:

e The specific purpose of the increase (such as a share-based acquisition or merger) does not meet RMG
guidelines for the purpose being proposed; or

e The increase would leave the company with less than 30 percent of its new authorization outstanding after
adjusting for all proposed issuances.

Vote AGAINST proposals to adopt unlimited capital authorizations.

Reduction of Capital

Vote FOR proposals to reduce capital for routine accounting purposes unless the terms are unfavorable to
shareholders.

Vote proposals to reduce capital in connection with corporate restructuring on a CASE-BY-CASE basis.

Capital Structures
Vote FOR resolutions that seek to maintain or convert to a one-share, one-vote capital structure.

Vote AGAINST requests for the creation or continuation of dual-class capital structures or the creation of new or
additional supervoting shares.

Preferred Stock

Vote FOR the creation of a new class of preferred stock or for issuances of preferred stock up to 50 percent of issued
capital unless the terms of the preferred stock would adversely affect the rights of existing shareholders.

Vote FOR the creation/issuance of convertible preferred stock as long as the maximum number of common shares
that could be issued upon conversion meets RMG guidelines on equity issuance requests.

Vote AGAINST the creation of a new class of preference shares that would carry superior voting rights to the
common shares.

Vote AGAINST the creation of blank check preferred stock unless the board clearly states that the authorization will
not be used to thwart a takeover bid.
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Vote proposals to increase blank check preferred authorizations on a CASE-BY-CASE basis.

Debt Issuance Requests
Vote non-convertible debt issuance requests on a CASE-BY-CASE basis, with or without preemptive rights.

Vote FOR the creation/issuance of convertible debt instruments as long as the maximum number of common shares
that could be issued upon conversion meets RMG guidelines on equity issuance requests.

Vote FOR proposals to restructure existing debt arrangements unless the terms of the restructuring would adversely
affect the rights of shareholders.

Pledging of Assets for Debt
Vote proposals to approve the pledging of assets for debt on a CASE-BY-CASE basis.

Increase in Borrowing Powers
Vote proposals to approve increases in a company's borrowing powers on a CASE-BY-CASE basis.

Share Repurchase Plans

Generally vote FOR share repurchase programs/market repurchase authorities, provided that the proposal meets the
following parameters:

e Maximum volume: 10 percent for market repurchase within any single authority and 10 percent of
outstanding shares to be kept in treasury (“on the shelf”);

e Duration does not exceed 18 months.

For markets that either generally do not specify the maximum duration of the authority or seek a duration beyond 18
months that is allowable under market specific legislation, RMG will assess the company’s historic practice. If there
is evidence that a company has sought shareholder approval for the authority to repurchase shares on an annual
basis, RMG will support the proposed authority.

In addition, vote AGAINST any proposal where;

e The repurchase can be used for takeover defenses;

e There s clear evidence of abuse;

e There is no safeguard against selective buybacks;

e Pricing provisions and safeguards are deemed to be unreasonable in light of market practice.

RMG may support share repurchase plans in excess of 10 percent volume under exceptional circumstances, such as
one-off company specific events (e.g. capital re-structuring). Such proposals will be assessed case-by-case based on
merits, which should be clearly disclosed in the annual report, provided that following conditions are met:

e  The overall balance of the proposed plan seems to be clearly in shareholders’ interests;

e The plan still respects the 10 percent maximum of shares to be kept in treasury.

Reissuance of Repurchased Shares

Vote FOR requests to reissue any repurchased shares unless there is clear evidence of abuse of this authority in the
past.
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Capitalization of Reserves for Bonus Issues/Increase in Par Value
Vote FOR requests to capitalize reserves for bonus issues of shares or to increase par value.

4. Other

Reorganizations/Restructurings
Vote reorganizations and restructurings on a CASE-BY-CASE basis.

Mergers and Acquisitions
Vote CASE-BY-CASE on mergers and acquisitions taking into account the following:

For every M&A analysis, RMG reviews publicly available information as of the date of the report and evaluates the
merits and drawbacks of the proposed transaction, balancing various and sometimes countervailing factors
including:

e Valuation - Is the value to be received by the target shareholders (or paid by the acquirer) reasonable?
While the fairness opinion may provide an initial starting point for assessing valuation reasonableness,
RMG places emphasis on the offer premium, market reaction, and strategic rationale.

e  Market reaction - How has the market responded to the proposed deal? A negative market reaction will
cause RMG to scrutinize a deal more closely.

e  Strategic rationale - Does the deal make sense strategically? From where is the value derived? Cost and
revenue synergies should not be overly aggressive or optimistic, but reasonably achievable. Management
should also have a favorable track record of successful integration of historical acquisitions.

e  Conflicts of interest - Are insiders benefiting from the transaction disproportionately and inappropriately as
compared to non-insider shareholders? RMG will consider whether any special interests may have
influenced these directors and officers to support or recommend the merger.

e Governance - Will the combined company have a better or worse governance profile than the current
governance profiles of the respective parties to the transaction? If the governance profile is to change for
the worse, the burden is on the company to prove that other issues (such as valuation) outweigh any
deterioration in governance.

Vote AGAINST if the companies do not provide sufficient information upon request to make an informed voting
decision.

Mandatory Takeover Bid Waivers
Vote proposals to waive mandatory takeover bid requirements on a CASE-BY-CASE basis.

Reincorporation Proposals
Vote reincorporation proposals on a CASE-BY-CASE basis.

Expansion of Business Activities
Vote FOR resolutions to expand business activities unless the new business takes the company into risky areas.

Related-Party Transactions
Vote related-party transactions on a CASE-BY-CASE basis.
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Compensation Plans
Vote compensation plans on a CASE-BY-CASE basis.

Antitakeover Mechanisms

Generally vote AGAINST all antitakeover proposals, unless they are structured in such a way that they give
shareholders the ultimate decision on any proposal or offer.

Shareholder Proposals
Vote all shareholder proposals on a CASE-BY-CASE basis.

Vote FOR proposals that would improve the company's corporate governance or business profile at a reasonable
cost.

Vote AGAINST proposals that limit the company's business activities or capabilities or result in significant costs
being incurred with little or no benefit.
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