Baron Capital Management, Inc.
BAMCO, Inc.
PROXY VOTING POLICIES AND PROCEDURES

INTRODUCTION
Baron Capital Management, Inc. and BAMCO, Inc. (each an “Adviser” and collectively referred to as the
“Advisers” or as “we” below) are adopting the following proxy voting policies and procedures (the
"Policies and Procedures") in order to fulfill our fiduciary duty to vote client proxies in the best interest of
clients and beneficiaries and participants of benefits plans for which we manage assets. The Policies and
Procedures are intended to comply with the standards set forth in Rule 206(4)-6 under the Investment
Advisers Act of 1940 and apply to the following client accounts:
(i)
(ii)

accounts that contain voting securities; and
accounts for which we have authority to vote client proxies.

We acknowledge that, when the authority to vote proxies is delegated to us by our clients, it is part of our
fiduciary duty to vote client proxies in a timely manner and in our clients’ best interests. In providing
investment advisory services to our clients, we try to avoid material conflicts of interest. However, a
material conflict of interest may arise in cases where:
(i)
(ii)
(iii)
(iv)

we mange assets or administer employee benefit plans to companies whose management
is soliciting proxies;
we manage money for an employee group who is the proponent of a proxy proposal;
we have a personal relationship with participants in a proxy solicitation or a director or
candidate for director or one of our portfolio companies; or
we otherwise have a personal interest in the outcome in a particular matter before
shareholders.

The categories above are not exhaustive and the determination of whether a “material conflict” exists
depends on all of the facts and circumstances of the particular situation. Material conflicts are handled in
the manner set forth herein under “Administration of Proxy Voting Policies and Procedures.”
While we acknowledge that, when the authority to vote proxies is delegated to us by our clients, it is part
of our fiduciary duty to our clients to vote client proxies, there may be cases in which the cost of doing so
would exceed the expected benefits to the client. This may be particularly true in the case of non-U.S.
securities. Voting proxies of non-US companies located in certain jurisdictions, particularly emerging
markets, may involve a number of logistical problems that may negatively affect the Adviser's ability to
vote such proxies. Such logistical problems may include the following: (i) proxy statements and ballots
being written in a language other than English, (ii) untimely and/or inadequate notice of shareholder
meetings, (iii) restrictions on the ability of holders outside the issuer's jurisdiction of organization to
exercise votes, (iv) requirements to vote proxies in person, (v) the imposition of restrictions on the sale of
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the securities for a period of time in proximity to the shareholder meeting, and (vi) requirements to
provide local agents with power of attorney to facilitate the Adviser's voting instructions. Accordingly,
the Adviser may conduct a cost-benefit analysis in determining whether to attempt to vote its clients'
shares at a non-US company's meeting. If the Adviser determines that the cost associated with the
attempt to exercise its vote outweighs the benefit the Adviser believes its clients will derive by voting on
the company's proposal, the Adviser may decide not to attempt to vote at the meeting.
GENERAL PROXY VOTING GUIDELINES
In general, it is our policy in voting proxies to consider and vote each proposal with the objective of
maximizing long-term investment returns for our clients. To ensure consistency in voting proxies on
behalf of our clients, we utilize the guidelines set forth below (the “Proxy Voting Guidelines”). The
Adviser may consider recommendations of Institutional Shareholder Services (“ISS”), however, except as
provided below under “Administration of Proxy Voting Policies and Procedures-Operating Procedures,”
the Adviser does not vote proxies based on ISS’ recommendations.

A. Board of Directors
 Election of Directors
o

We generally support management’s nominees for Directors.

o

We generally support proposals requiring a majority vote for the election of Directors.

 Majority Independent Board
o

We generally support the requirement that at least 51% of the company’s board members be
comprised of independent Directors. 1

o

For controlled companies, notwithstanding whether their board composition complies with
NYSE standards, 2 we generally oppose the election of a Director who is not independent
unless at least 51% of the company’s board is comprised of independent Directors.

 Committee Service

1

According to the NYSE and NASDAQ independence standards, a Director will be deemed independent if the
board affirmatively attests that he or she has no relationship with the company that would interfere with the
Director’s exercise of independent judgment or in carrying out the responsibilities of a director. Certain types of
relationships will preclude a finding of independence by the board. Such relationships include: Directors (or those
with family members) who are former employees of the company or its auditor; have commercial, advisory or, in
the case of NASDAQ, charitable ties with the company; or have interlocking compensation committees. Such
relationships carry a three-year cooling-off, or look-back, period beginning on the date the relationship ends. The
Adviser has adopted a policy which assumes director independence after a three-year cooling-off period.
2

The NYSE has defined a controlled company as “a company of which more than 50% of the voting power is held
by an individual, a group or another company.” A controlled company does not need to have a majority of
independent directors on its board nor have nominating and compensation committees composed of independent
directors. However, these companies must have a minimum three-person audit committee composed entirely of
independent directors.
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o

We generally support the requirement that at least 51% of members of the company’s
compensation committee, and 100% of members of the company’s nominating and audit
committees, be comprised of independent Directors.

 Director Tenure/Retirement Age
o

We generally support recommendations to set retirement ages of Directors.

o

We generally oppose shareholder proposals which limit tenure of Directors.

 Stock Ownership Requirement
o

We generally support recommendations that require reasonable levels of stock ownership of
Directors.

o

We generally oppose shareholder proposals requiring Directors to own a minimum amount
of company stock in order to qualify as a Director or to remain on the board.

 Cumulative Voting
o

We generally support any proposal to eliminate cumulative voting.

 Classification of Boards
o

We generally oppose efforts to adopt classified board structures.

o

We generally support shareholder proposals which attempt to declassify boards.

 Directors’ Liability and/or Indemnification of Directors
o

We examine on a case-by-case basis proposals to limit Directors’ liability and/or broaden
indemnification of Directors.

 Separation of Chairman and CEO Positions
o

We generally oppose proposals requiring separate Chairman and CEO positions.

B. Auditors
 Approval of Auditors
o

We generally support the approval of auditors and financial statements.

 Indemnification of Auditors
o

We generally oppose proposals to indemnify auditors.
C. Takeover Defenses and Shareholder Rights

 Supermajority Voting Requirements
o

We generally support any proposal to reduce or eliminate existing supermajority vote.
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o

We generally oppose amendments to bylaws that would require a supermajority shareholder
vote to pass or repeal certain provisions.

 Anti-greenmail Provisions
o

We generally support the adoption of anti-greenmail provisions provided that the proposal:
i. Defines greenmail;
ii. Prohibits buyback offers to large block holders not made to all shareholders or not
approved by disinterested shareholders; and
iii. Contains no anti-takeover measures or other provisions restricting the rights of
shareholders.

o



We generally support shareholder proposals prohibiting the payment of greenmail.

Shareholder Rights Plans
o

We generally support proposals requiring shareholder ratification of poison pills.

o

We generally oppose proposals to adopt poison pills or shareholders rights plans which
allow appropriate offers to shareholders to be blocked by the board or trigger provisions
which prevent legitimate offers from proceeding.

o

We examine on a case-by-case basis proposals to amend terms of poison pills/shareholder
rights agreements or similar documents that will affect the rights of shareholders.

o

We examine on a case-by-case basis shareholder proposals requiring shareholder approval
for shareholder rights plans or poison pills.

o

We generally oppose anti-takeover and related provision that serve to prevent the majority of
shareholders from exercising their rights or effectively deter the appropriate tender offers
and other offers.

 “Blank Check” Preferred Stock
o

We generally oppose proposals relating to the creation of blank check preferred stock.

D. Changes in Legal and Capital Structure
 We generally support the following:
o

Capitalization changes which eliminate other classes of stock and voting rights.

o

Proposals to increase the authorization of existing classes of stock if:
i. A clear and legitimate business purpose is stated; and
ii. The number of shares requested is reasonable in relation to the purpose for which
authorization is requested.

o

Proposals for share repurchase plans, unless it appears that a repurchase plan lacks a bona
fide business purpose.

o

Proposals to affect stock splits, unless such a split would be contrary to shareholders’ best
interests.
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o

Proposals to affect reverse stock splits, if management proportionately reduces
authorized share amount set forth in the corporate charter. Reverse stock splits that do
adjust proportionately to the authorized share amount will generally be approved if
resulting increase in authorized shares coincides with the guidelines set forth herein
common stock increases.

o

Proposals to eliminate preemptive rights.

the
not
the
for

 We generally oppose the following, (taking into account the company-specific circumstances of
each proposal):
o

Capitalization changes which add classes of stock which may significantly dilute the voting
interests of existing shareholders.

o

Proposals to increase the authorized number of shares of existing classes of stock which
carry preemptive rights or super voting rights.

o

Proposals relating to changes in capitalization by 2% or more, where management does not
offer an appropriate rationale or where it is contrary to the best interests of existing
shareholders.

 We examine on a case-by-case basis:
o

Proposals to create a new class of preferred stock or for issuance of preferred stock up to 5%
of issued capital, unless the terms of the preferred stock would adversely affect the rights of
existing shareholders, in which case we are opposed.

o

Proposals to reduce the number of authorized shares of common or preferred stock, or to
eliminate classes of preferred stock, provided such proposals have a legitimate business
purpose.

o

Proposals to change covenants or other terms in connection with financing or debt issuances.

E. Executive and Director Compensation
 We generally support the following:
o

Director fees, unless the amounts are excessive relative to other companies in the country or
industry.

o

Employee stock purchase plans that permit discounts up to 15%, but only for grants that are
part of a broad based employee plan, including all non-executive employees, are fair,
reasonable, and in the best interest of shareholders.

o

Establishment of Employee Stock Option Plans and other employee ownership plans.

o

Stock Option Plans that allow a company to receive a business expense deduction due to
favorable tax treatment attributable to Section 162(m) of the Internal Revenue Code.

o

Executive/Director stock option plans. Generally, the stock option plans should meet the
following criteria:
i. the stock option plan should be incentive based;
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ii. the total number of shares reserved under all of a company's plans is reasonable
and not excessively dilutive;
iii. provides for a minimum stock purchase price that is equal or greater than 85% of
the stock’s fair market value;
iv. have no repricing provisions; and
v. any other relevant factors.
o

Non-employee Director stock option plans. Generally, the stock option plans should meet
the following criteria:
i. the stock option plan should be incentive based;
ii. the total number of shares reserved under all of a company's plans is reasonable
and not excessively dilutive;
iii. provides for a minimum stock purchase price that is equal or greater than 85% of
the stock’s fair market value;
iv. have no repricing provisions; and
v. any other relevant factors.

 We generally oppose the following, (taking into account the company-specific circumstances of
each proposal):
o

Compensation proposals that allow for discounted stock options that have not been offered
to employees in general.

o

Executive compensation plans that are excessive relative to other companies in the industry.

o

Executive compensation plans that provide for excise tax gross-up payments for perquisites
and in the event of a change in control.

o

Proposals which require shareholder approval of golden parachutes.

o

Proposals limiting executive compensation with regard to “pay-for-superior performance”
stock option plans, employee stock purchase plans, and non-employee director stock option
plans.

o

Proposals containing single-trigger change-in-control provisions in non-salary compensation
plans, employment contracts, and severance agreements.

 We examine on a case-by-case basis:
o

Proposals containing change-in-control provisions in non-salary compensation plans,
employment contracts, and severance agreements that are monitored by an independent
(100%) committee/group. In cases where the Adviser has confidence in a good management
team, it will consider the particular facts and circumstances of the proposal, including the
cost to shareholders, and may vote in favor of management in certain cases.

o

Proposals containing double-trigger change-in-control provisions in non-salary
compensation plans, employments contracts, and severance agreements that benefit
shareholders. These proposals are generally supported by the Advisers.
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o

Proposals relating to change-in-control provisions in non-salary compensation plans,
employments contracts, and severance agreements that benefit shareholders (i.e. singletrigger vesting of equity awards).

o

Advisory proposals requesting shareholder approval of executive compensation
(management say on pay, or “MSOP”, proposals). We generally will vote for such proposals
to the extent there are no or few/immaterial concerns raised by a company’s compensation
practices.

o

Bundled advisory proposals requesting shareholder approval of executive compensation
(MSOP) and severance packages in connection with merger/acquisition proposals.

o

Advisory proposals requesting shareholder input on the frequency of MSOP voting. We will
vote in favor of management’s proposal with respect to frequency of MSOP votes unless
there are concerns raised by a company’s compensation practices. In these cases, we may
vote for a shorter frequency. In cases where management has no recommendation, we will
vote for a shorter frequency.

o

Advisory proposals seeking shareholder approval of severance packages in connection with
merger/acquisition proposals.

o

Shareholder proposals seeking to limit golden parachutes.

o

Shareholder proposals which limit retirement benefits or executive compensation.

o

Limiting benefits under supplemental executive retirement plans.

F. Corporate Transactions
 We examine on a case-by-case basis:
o

Proposals related to mergers, acquisitions and other special corporate transactions (i.e.,
takeovers, spin-offs, sales of assets, reorganizations, restructurings and recapitalizations).

G. Routine Business Items
 We generally support proposals on the following routine business items:
o

General updating/corrective and technical amendments to the charter.

 We examine on a case-by-case basis:
o

Shareholder proposals requiring shareholder approval for Bylaw or charter amendments.

o

Shareholder proposals that request the company amend their bylaws and each appropriate
governing document to give a shareholder or group of shareholders who own a specified
percentage of the outstanding shares the right to call a special meeting of shareholders. We
generally will vote for such proposals where the requesting shareholder or shareholders own
10% individually, or 25% as a group, of outstanding shares.
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H. Proposals Relating to Conduct of Meetings
 We examine on a case-by-case basis:
o

Proposals to eliminate/restrict the right to act by written consent.

o

Proposals to eliminate/restrict the right to call a special meeting of shareholders.

 We generally support the following:
o

Proposals related to the conduct of the annual meeting, except those proposals that relate to
the “transaction of such other business that may come before the meeting.”

 We generally oppose the following proposals:
o

“Other Business” proposals that allow shareholders to raise and discuss other issues at the
meeting. As the content of these issues cannot be known prior to the meeting, the Advisers
are unable to make an informed decision.
I. Other

 We generally oppose the following proposals:
o

Requirements that the issuer prepare reports that are costly to provide or that would require
duplicative efforts or expenditures that are of a non-business nature or would provide no
pertinent information from the perspective of institutional shareholders.

o

Restrictions related to social, political or special interest issues that impact the ability of the
company to do business or be competitive and that have a significant financial or best
interest impact to the shareholders.

o

Proposals that require inappropriate endorsements or corporate actions.

ADMINISTRATION OF PROXY VOTING POLICIES AND PROCEDURES
Proxy Review Committee
The Adviser's Proxy Review Committee (the “Committee”) is responsible for creating and
implementing the Policies and Procedures and, in that regard, has adopted the Proxy Voting
Guidelines set forth above. Among other things, the Committee is responsible for the following:
1.

Establish and review these Policies and Procedures and determine how the Adviser will
vote proxies on an ongoing basis.

2.

Amend and change the Policies and Procedures and designate voting positions consistent
with the objective of maximizing long-term investment returns for the Adviser's clients.

3.

Meet as needed to oversee and address all questions relating to the Adviser's Policies and
Procedures, which may include: (1) general review of proposals being put forth at
shareholder meetings of portfolio companies; (2) adopting changes to the Policies and
Procedures; (3) determining whether matters present "material" conflicts of interests
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within the meaning of Rule 206(4)-6 under the Investment Advisers Act of 1940, as
amended; (4) determining how to vote matters for which specific direction has not been
provided the Proxy Voting Guidelines (i.e., "case by case" matters) or are otherwise not
covered by the Proxy Voting Guidelines (collectively, "Discretionary Matters"); and (5)
review instances in which the Advisers have voted against the Proxy Voting Guidelines.
4.

Review annually the adequacy of the Policies and Procedures for effective
implementation and make appropriate changes as needed. Such annual review will be
reflected in the minutes of the meeting where such review takes place.

Operating Procedures
The following operating procedures are intended to ensure that the Adviser satisfies its proxy
voting obligations:
1.

The Legal Department will review all new client accounts to determine whether (i) the
account contains voting securities and (ii) the client has delegated proxy voting authority
to the Adviser in the Investment Advisory Agreement or (iii) the client has otherwise
provided specific voting instructions. Any questions regarding whether or not a security
is a "voting" security or whether voting authority has been delegated by a client will be
directed to the Legal Department.

2.

The designated proxy reviewer (the “Proxy Reviewer”), as supervised by the General
Counsel, will receive proxy materials and ballots and reconcile these materials with
holdings in client accounts as they occur.

3.

The Proxy Reviewer will compile and review the matters to be voted on, and determine:
(i) which matters are to be voted in accordance with the Proxy Voting Guidelines (a
"Pre-Determined Matter"); and (ii) which matters are Discretionary Matters and (iii)
which matters are to be voted pursuant to the instructions of clients (a "Directed Matter").
Any questions regarding whether a matter is a Pre-Determined Matter, a Discretionary
Matter or a Directed Matter will be directed to the General Counsel.

4.

For all Discretionary Matters, the Proxy Reviewer, as supervised by the General Counsel,
shall screen the matter and make a preliminary determination regarding whether the
matter presents a material conflict of interest between the interests of the Adviser and its
affiliates on the one hand and the Adviser's client on the other. In order to determine
whether a Discretionary Matter poses a material conflict of interest, the Proxy Reviewer
shall compile and maintain a list of the following as applicable:
a. all issuers for which the Adviser or its affiliates manage assets;
b. all issuers for which the Adviser or its affiliates manage employee benefit plans;
c. any issuer for which the Adviser or its affiliates is soliciting the provision of
services enumerated in (a) and (b);
d. any other issuer with which the Adviser or its affiliates or its senior officers has
a material business relationship; and
e. any employee group for which the Adviser manages money.
This list, which shall be reviewed quarterly by the Committee shall be known as the
"Master Conflicts List”.
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5.

The Proxy Reviewer, as supervised by the General Counsel, shall screen the issuer,
employee group or any other material related party ("Material Parties") involved in the
Discretionary Matter against the Master Conflicts List and develop a list of potential
conflicts ("Potential Conflicts List").

6.

For each Discretionary Matter, the Proxy Reviewer, as supervised by the General
Counsel, may solicit relevant information from portfolio managers, investment personnel,
analysts and other employees of the Adviser who may have an investment or other
professional interest in the Discretionary Matter.

7.

The Committee shall meet at least quarterly and shall review whether any person listed
on the Master Conflicts List would, under the facts and circumstances, create a material
conflict of interest between the interests of the Adviser and its affiliates on the one hand
and the Adviser's clients on the other. In making the finding required above, the
Committee shall consider the Potential Conflicts List and any other material relationship
known to the Committee between the Adviser and its affiliates and the Material Parties.
The Committee may act by consent.

8.

If the Committee determines that, with respect to any Discretionary Matter, a material
conflict of interest exists in voting the Discretionary Matter, the Committee shall direct
the Legal Department to obtain the informed written consent of the affected client (or
clients). If obtaining such consent from any client is impracticable or undesirable, the
Adviser shall vote the client's proxy in accordance with the published recommendation of
ISS or shall appoint an independent third party, which may include the Independent
Trustees of BAMCO’s mutual fund clients, to vote.

9.

If a portfolio manager wishes to vote a proxy with respect to a Pre-Determined Matter
against the Proxy Voting Guidelines (a "Vote Against Policy Matter"), he shall contact
the Legal Department and he or his designee must provide a memo to the Legal
Department outlining his or her rationale for voting the matter against the Proxy Voting
Guidelines. The Legal Department shall review the Vote Against Policy Matter against
the Master List and make a determination whether a material conflict exists. If a material
conflict is found to exist, it shall be duly recorded. If the Legal Department determines
that a material conflict of interest exists with respect to a Vote Against Policy Matter in
the manner the portfolio manager favors, the Legal Department shall recommend to the
President and COO that the Adviser should either: (i) vote the Vote Against Policy
Matter in the manner originally prescribed by the Proxy Voting Guidelines; (ii) vote the
Vote Against Policy Matter consistent with the portfolio manager’s request; or, (iii)
obtain the informed written consent of the affected client (or clients) to vote against the
Proxy Voting Guidelines.. A list of Vote Against Policy Matters shall be presented at the
next meeting of the Committee. The President and COO makes the final decision with
respect to Vote Against Policy Matters.

10.

Directed Matters will be voted in accordance with the instructions of the client.

11.

The Proxy Reviewer, as supervised by the General Counsel, will ensure that all proxies
are voted in accordance with these Procedures and Policies.
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12.

The functions described hereunder may be delegated to a third party proxy voting or
other service provider.

13.

All decisions of the Committee, including all determinations regarding the existence of a
material conflict of interest with respect to a Discretionary or Override Matter and the
basis for such determination, shall be documented in writing and maintained for a period
of at least 6 years.

CLIENT DISCLOSURE POLICIES
BCM will give a copy of the Policies and Procedures to its clients. The Legal Department will
provide any client, upon written request, with a tabulation of how such client's proxies were voted by
BCM. BAMCO will follow the same procedures with respect to its sub-advisory clients.
BAMCO will provide a quarterly proxy voting report to the Board of Trustees of each Fund. The
Legal Department will file Form N-PX with the SEC no later than August 31 for each year ended June 30.
The Funds will also include in their SAIs, pursuant to Item 13(F) of Form N-1A, a description of how
Policies and Procedures address situations when a vote presents a material conflict of interest between the
Funds’ shareholders and BAMCO. The Funds’ SAIs will also state the location of each of the Funds’
Form N-PX, which discloses how each of the Funds’ proxies relating to portfolio securities were voted
during the most recent 12-month period ended June 30. The Funds’ most recent From N-PX is available
without charge on the Fund’s website, www.BaronFunds.com, or by calling 1-800-99-BARON, and on
the SEC’s website at www.sec.gov. Such information will be posted to the website as soon as reasonably
practicable after the filing with the SEC. The Funds will include in their semi-annual report and annual
reports to shareholders a statement that the Policies and Procedures are available without charge on the
Fund’s website, www.BaronFunds.com, or by calling 1-800-99-BARON.
RECORDKEEPING
Rule 204-2(c)(2)(ii) under the Advisers Act, as amended, requires that the Adviser retain for a
period of 6 years (i) its proxy voting policies and procedures; (ii) proxy statements received regarding
client securities; (iii) records of votes it cast on behalf of clients; (iv) records of client requests for proxy
voting information and a copy of any written response by the Adviser to such request and (v) any
documents prepared by the investment adviser that were material to making a decision on how to vote or
that memorialized the basis for the decision. The Advisers will keep all written requests from clients and
any written response from the Adviser (to either a written or an oral request). The Advisers may rely on
proxy statements filed on the SEC's EDGAR system instead of keeping their own copies, and may rely on
proxy statements and records of proxy votes cast by the Advisers that are maintained with a third party
such as a proxy voting service, provided that the Advisers have obtained an undertaking from the third
party to provide a copy of the documents promptly upon request.
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