
LEGG MASON CAPITAL MANAGEMENT, INC. 
PROXY VOTING 

 
The Firm will exercise its proxy voting responsibilities to serve the best interests of its clients and 

in compliance with applicable laws and regulations.  The Firm recognizes that proxy voting is a valuable 
right of company shareholders and believes that shareholders are best served by a voting process guided by 
the principles of preserving and expanding the power of shareholders in areas of corporate governance and 
allowing responsible management teams to run businesses.  
 
Procedures 
 

Oversight of Principles and Procedures 
 

The Firm’s Chief Investment Officer has full authority to determine the Firm’s proxy voting 
principles and procedures and vote proxies on behalf of the Firm’s clients.  The Chief Investment 
Officer has delegated oversight and implementation of the proxy voting process, including the 
principles and procedures that govern it, to the Firm’s Proxy Officers and the CCO.  The Firm will 
periodically review its existing principles and procedures in light of the Firm’s duties as well as 
applicable laws and regulations to determine if any changes are necessary. 

 
Limitations 

 
The Firm recognizes proxy voting as a valuable right of company shareholders.  Generally 
speaking, the Firm will vote all proxies it receives.  However, the Firm may refrain from voting in 
certain circumstances.  For instance, the Firm generally intends to refrain from voting a proxy if 
the company’s shares are no longer held by the Firm’s clients at the time of the meeting.  
Additionally, the Firm may refrain from voting a proxy if the Firm concludes the potential impact 
on shareholders’ interests is insignificant while the cost associated with analyzing and voting the 
proxy may be significant. 

 
Proxy Administration 

 
The Firm will instruct each client custodian to forward proxy materials to the Firm’s Proxy 
Administrator.  New client custodians will be notified at account inception of their responsibility 
to deliver proxy materials to the Firm.  The Firm uses Institutional Shareholder Services (“ISS”) to 
electronically receive and vote proxies, as well as to maintain proxy voting receipts and records.   

 
Upon receipt of proxy materials: 

 
Compliance Review 

 
A Compliance Officer will review the proxy issues and identify any potential conflicts between 
the Firm, or its employees, and the Firm’s clients.  The Firm recognizes that it has a duty to vote 
proxies in the best interests of its clients, even if such votes may result in a loss of business or 
economic benefit to the Firm or its affiliates. 
 
Identifying Conflicts. In identifying conflicts of interest, a Compliance Officer will review the 
following issues: 

 
(i) Whether there are any business or personal relationships between the Firm, or 
an employee of the Firm, and the officers, directors or shareholder proposal 
proponents of a company whose securities are held in client accounts that may 
create an incentive to vote in a manner that is not consistent with the best 
interests of the Firm’s clients; 
(ii) Whether the Firm has any other economic incentive to vote in a manner that 
is not consistent with the best interests of its clients; and 



; 
 
(iii) Whether the Proxy Officer voting the shares is aware of any business or 
personal relationship, or other economic incentive, that has the potential to 
influence the manner in which the Proxy Officer votes the shares. 

 
Assessing Materiality. If it is determined that a conflict exists, the conflict will be deemed to be 
material if the Compliance Officer determines, in the exercise of reasonable judgment, that the 
conflict is likely to have an impact on the manner in which the subject shares are voted. 

 
If the Compliance Officer determines that the conflict is not material, the proxy issue will 
be forwarded to the Proxy Officer for voting. 

 
If the Compliance Officer determines that the conflict may be material, the following 
steps will be taken: 

 
(i) the Compliance Officer will consult with representatives of the Firm’s senior 
management to make a final determination of materiality. The Compliance 
Officer will maintain a record of this determination.  

 
(ii) After the determination is made, the following procedures will apply: 

 
(a) If the final determination is that the conflict is not material, the proxy 
issue will be forwarded to the Proxy Officer for voting. ;    

 
(b) If the final determination is that the conflict is material, the following 
procedures will apply:   

 
(1) If the Firm’s Proxy Voting Guidelines (“Guidelines”), a copy of 
which is included as Schedule 5, definitively address the issues 
presented for vote, the Firm will vote according to the Guidelines.  

 
(2) If the issues presented for vote are not definitively addressed in the 
Guidelines, the Firm will either (x) follow the vote recommendation of 
an independent Voting Delegate or (y) disclose the conflict to clients 
and obtain their consent to vote. 

 
Proxy Officer Duties 

 
The Proxy Officer will review proxies and evaluate matters for vote in light of the Firm’s 
principles and procedures and the Guidelines.  The Proxy Officer may seek additional information 
from the Firm’s Investment Team, company management, independent research services, or other 
sources to determine the best interests of shareholders.  Additionally, the Proxy Officer may 
consult with the Firm’s Chief Investment Officer for guidance on proxy issues.  Generally, the 
Proxy Officer will not consult the Firm’s affiliates during this process.  The Firm will maintain all 
documents that it creates that were material to its process for determining how to vote proxies for 
its clients or that memorialize the basis for a vote. The Proxy Officer will return all signed, voted 
forms to the Proxy Administrator. 

 
Proxy Administrator Duties 
 
The Proxy Administrator will: 

 
(i) Provide custodians with instructions to forward proxies to the Firm for all clients for 
whom the Firm is responsible for voting proxies; 
 



(ii) When proxies are received, reconcile the number of shares indicated on the proxy 
with the Firm’s internal data on shares held as of the record date and notify custodians of 
any discrepancies or missed proxies; 
 
(iii) Use best efforts to obtain missing proxies from custodian; 
 
(iv) Inform the Compliance Department and Proxy Officer if the company’s shares are no 
longer held by Firm clients as of the meeting date; 
 
(v) Ensure the Proxy Officer and the Compliance Department are aware of the timeline to 
vote a proxy and use best efforts to ensure that votes are cast in a timely manner; 
 
(vi) Per instructions from the Proxy Officer or a Compliance Officer, vote proxy issues 
via ISS software, online or via facsimile; and 
 
(vii) Obtain evidence of receipt and maintain records of all proxies voted. 

 
 



 
 
 

PROXY VOTING GUIDELINES 
   

 

The Firm maintains these proxy-voting guidelines, which set forth the manner in which the 
Firm generally votes on issues that are routinely presented.    Please note that for each proxy 
vote the Firm takes into consideration its duty to its clients, the specific circumstances of the 
vote and all other relevant facts available at the time of the vote.  While these guidelines 
provide the framework for voting proxies, ultimately proxy votes are cast on a case-by-case 
basis.  Therefore actual votes for any particular proxy issue may differ from the guidelines 
shown below. 

 Four principal areas of interest to shareholders: 
 1) Obligations of the Board of Directors  
 2) Compensation of management and the Board of Directors  
 3) Take-over protections  
 4) Shareholders' rights   
   
   

 Proxy Issue Firm Guideline 
     
 BOARD OF DIRECTORS   

 
Independence of Boards of Directors: majority of unrelated 
directors, independent of management 

For 

 

Nominating Process: independent nominating committee 
seeking qualified candidates, continually assessing directors 
and proposing new nominees 

For 

 

Size and Effectiveness of Boards of Directors: Boards must 
be no larger than 15 members 

For 

 Cumulative Voting for Directors For 
 Staggered Boards Against 

 
Separation of Board and Management Roles 
(CEO/Chairman) 

Case-by-Case 

 

Compensation Review Process: compensation committee 
comprised of outside, unrelated directors to ensure 
shareholder value while rewarding good performance 

For 

 
Director Liability & Indemnification: support limitation of 
liability and provide indemnification 

For 

 Audit Process For 

 

Board Committee Structure: audit, compensation, and 
nominating and/or governance committee consisting entirely 
of independent directors 

For 

 

Monetary Arrangements for Directors: outside of normal 
board activities amts should be approved by a board of 
independent directors and reported in proxy 

For 

 Fixed Retirement Policy for Directors Case-by-Case 

 
Ownership Requirement: all Directors have direct and 
material cash investment in common shares of Company 

For 

 

Proposals on Board Structure: (lead director, shareholder 
advisory committees, requirement that candidates be 
nominated by shareholders, attendance at meetings) 

For 

 Annual Review of Board/CEO by Board For 



 Proxy Issue Firm Guideline 

     
 MANAGEMENT AND DIRECTOR COMPENSATION   
 Stock Option and Incentive Compensation Plans: Case-by-Case 

 
Form of Vehicle: grants of stock options, stock appreciation 
rights, phantom shares and restricted stock 

Case-by-Case 

 

Price Against plans whose 
underlying securities are to be 
issued at less than 100% of the 
current market value 

 

Re-pricing: plans that allow the Board of Directors to lower 
the exercise price of options already granted if the stock price 
falls or under-performs the market 

Against 

 Expiry: plan whose options have a life of more than ten years Case-by-Case 
 Expiry: "evergreen" stock option plans  Against 

 

Dilution:  Case-by-Case - taking into 
account value creation, 
commitment to shareholder-
friendly policies, etc. 

 
Vesting: stock option plans that are 100% vested when 
granted 

Against 

 
Performance Vesting: link granting of options, or vesting of 
options previously granted, to specific performance targets 

For 

 
Concentration: authorization to allocate 20% or more of the 
available options to any one individual in any one year 

Against 

 
Director Eligibility: stock option plans for directors if terms 
and conditions are clearly defined and reasonable 

Case-by-Case 

 

Change in Control: stock option plans with change in 
control provisions that allow option holders to receive more 
for their options than shareholders would receive for their 
shares 

Against 

 

Change in Control: change in control arrangements 
developed during a take-over fight specifically to entrench or 
benefit management 

Against 

 
Change in Control: granting options or bonuses to outside 
directors in event of a change in control 

Against 

 
Board Discretion: plans to give Board broad discretion in 
setting terms and conditions of programs 

Against 

 
Employee Loans: Proposals authorizing loans to employees 
to pay for stock or options 

Against 

 
Director Compensation: % of directors' compensation in 
form of common shares 

For 

 Golden Parachutes Case-by-Case 
 Expense Stock Options For 
 Severance Packages: must receive shareholder approval For 

 
Periodic Executive Sessions Without Mgmt (including 
CEO) 

For 

 Votes for Specific Directors Case-by-Case 
   

   



Lack of Disclosure about Provisions of Stock-based Plans Against 
 Reload Options Against 
 Plan Limited to a Small Number of Senior Employees Against 
 Employee Stock Purchase Plans Case-by-Case 

  
  
   

 Proxy Issue Firm Guideline 
     
 TAKEOVER PROTECTIONS   

 

Shareholder Rights Plans: plans that go beyond ensuring 
the equal treatment of shareholders in the event of a bid and 
allowing the corp. enough time to consider alternatives to a 
bid 

Against 

 
Going Private Transaction, Leveraged Buyouts and 
Other Purchase Transactions 

Case-by-Case 

 
Lock-up Arrangements: "hard" lock-up arrangements that 
serve to prevent competing bids in a takeover situation 

Against 

 Crown Jewel Defenses Against 
  Payment of Greenmail Against 

 

"Continuing Director" or "Deferred Redemption" 
Provisions: provisions that seek to limit the discretion of a 
future board to redeem the plan 

Against 

 

Change Corporation's Domicile: if reason for re-
incorporation is to take advantage of protective statutes (anti-
takeover) 

Against 

 Poison Pills: receive shareholder ratification For 
 Redemption/Ratification of Poison Pill For 
   
 SHAREHOLDERS' RIGHTS   
 Confidential Voting by Shareholders For 
 Dual-Class Share Structures Against 

 
Linked Proposals: with the objective of making one element 
of a proposal more acceptable 

Against 

 
Blank Check Preferred Shares: authorization of, or an 
increase in, blank check preferred shares 

Against 

 

Supermajority Approval of Business Transactions: 
management seeks to increase the number of votes required 
on an issue above two-thirds of the outstanding shares 

Against 

 
Increase in Authorized Shares: provided the amount 
requested is necessary for sound business reasons 

For 

 Shareholder Proposals Case-by-Case 
 Stakeholder Proposals Case-by-Case 

 

Issuance of Previously Authorized Shares with Voting 
Rights to be Determined by the Board without Prior 
Specific Shareholder Approval 

Against 

 

"Fair Price" Provisions: Measures to limit ability to buy 
back shares from particular shareholder at higher-than-market 
prices 

For 

 Preemptive Rights For 



 

Actions altering Board/Shareholder Relationship Require 
Prior Shareholder Approval (including "anti-takeover" 
measures) 

For 

 Allow Shareholder action by written consent For 
 Allow Shareholders to call Special Meetings For 

 
Social and Environmental Issues As recommended by 

Company Management 

 Reimbursing Proxy Solicitation Expenses Case-by-Case 
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