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Introduction 

State Street Global Advisors (“SSgA”), one of the industry’s largest institutional asset managers, is the investment management 

arm of State Street Bank and Trust Company, a wholly owned subsidiary of State Street Corporation, a leading provider of 

financial services to institutional investors.  As an investment manager, SSgA has discretionary proxy voting authority over most of 

its client accounts, and SSgA votes these proxies in the manner that we believe will most likely protect and promote the long term 

economic value of client investments and as set forth in the SSgA Proxy Voting Guidelines (the “Proxy Voting Guidelines”).  

Proxy Voting Procedure 

Oversight  

The SSgA Corporate Governance Team, comprised of corporate governance professionals and governance analysts, is 

responsible for implementing the Proxy Voting Guidelines, case-by-case voting items, issuer engagement activities, and research 

and analysis of governance-related issues impacting shareholder value.  The implementation of the Proxy Voting Guidelines is 

overseen by the SSgA Global Proxy Review Committee (“SSgA PRC”), a committee of investment, compliance and legal 

professionals, who provide guidance on proxy issues as described in more detail below.  The SSgA PRC reports to the SSgA 

Investment Committee, and may refer certain significant proxy items to that committee. 

Oversight of the proxy voting process is ultimately the responsibility of the SSgA Investment Committee.  The SSgA Investment 

Committee reviews and approves amendments to the Proxy Voting Guidelines. 

Proxy Voting Process  

SSgA retains Institutional Shareholder Services Inc. (“ISS”), a firm with expertise in proxy voting and corporate governance, to 

support our proxy voting process.  SSgA utilizes ISS’s services in three ways: (1) as SSgA’s proxy voting agent (providing SSgA 

with vote execution and administration services); (2) applying SSgA’s Proxy Voting Guidelines; and (3) provides research and 

analysis relating to general corporate governance issues and specifc proxy items.    

On most routine proxy voting items (e.g., retention of auditors), ISS will effect the proxy votes in accordance with  the Proxy Voting 

Guidelines and our standing instructions, which the SSgA Corporate Governance Team reviews with ISS on an annual basis or on 

a case-by-case basis as required.  The guidance permits ISS to apply the Proxy Voting Guidelines without consulting us on each 

proxy and in a manner that is consistent with our investment view.  On matters not directly covered by the Proxy Voting 

Guidelines, and we conclude there is no liklihood of impacting shareholder value, ISS may effect proxy votes in accordance with 

its own recommendations.   

In other cases, the Corporate Governance Team will evaluate the proxy solicitation to determine how to vote consistent with 

SSgA’s investment views and to maximize the value of our client accounts.  In general, the Corporate Governance Team will 

engage in this additional review for: 

(i) proxies that involve special circumstances and require additional research and discussion (e.g. a material merger or 

acquisition, or a material governance issue with the potential to become a signficant precedent in corporate 

governance); and  
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(ii) proxies that are not directly addressed by our policies and which are reasonably anticipated to have an impact on 

the current or potential value of a security or which we do not consider to be routine.      

In some instances, the SSgA Corporate Governance Team may refer significant issues which are not addressed by our Proxy 

Voting Guidelines or guidance to ISS to the SSgA PRC for a determination of the proxy vote.  In addition, in determining whether 

to refer a proxy vote to the SSgA PRC, the SSgA Corporate Governance Team will examine whether there is a material conflict of 

interest between the interests of our client and those of SSgA or its affiliates (as explained in greater detail below under “Conflict 

of Interest”).  If there is no material conflict, we examine the proposals that involve special circumstances or are not addressed by 

our policy or guidance in detail in seeking to determine what vote would be in the best interests of our clients (i.e., to maximize the 

economic value of our clients’ securities).  

Conflict of Interest   

From time to time, SSgA will review a proxy which may present a potential conflict of interest.  In general, we do not believe 

matters that fall within our Proxy Voting Guidelines and are voted consistently with the Proxy Voting Guidelines present any 

potential conflicts, since the vote on the matter has effectively been determined without reference to the soliciting entity; however, 

where matters do not fall within our Proxy Voting Guidelines or where we believe that voting in accordance with the Proxy Voting 

Guidelines is unwarrented, we conduct an additional review to determine whether there is a conflict of interest.  Although various 

relationships could be deemed to give rise to a conflict of interest, we have determined that two categories of relationships present 

a serious concern to warrant an alternative process:  (1) clients of SSgA or its affiliates which are among the top 100 clients of 

State Street Corporation or its affiliates based upon revenue; and (2) the 10 largest broker-dealers used by SSgA, based upon 

revenue (a “Material Relationship”).   

In circumstances where either (i) the matter does not fall clearly within the Proxy Voting Guidelines or (ii) SSgA determines that 

voting in accordance with such policies or guidance is not in the best interests of its clients, the Director of SSgA’s Corporate 

Governance Team will determine whether a Material Relationship exists.  If so the matter is referred to the PRC.  The PRC then 

reviews the matter and determines whether a conflict of interest exists, and if so, how to best resolve such conflict.  For example, 

the PRC may (i) determine that the proxy vote does not give rise to a conflict due to the issues presented, (ii) refer the matter to 

the SSgA Investment Committee for further evaluation or (iii) retain an independent fiduciary to determine the appropriate vote. 

Engagement  

SSgA conducts issuer engagement activity to support SSgA’s voting principles.  SSgA believes engagement with portfolio 

companies is often the most active and productive way shareholders can exercise their ownership rights, with the goal of 

increasing shareholder value.  SSgA regularly engages with companies to discuss corporate governance issues and to provide 

insight about the principles and practices that drive our voting decisions.  In our discussions, we highlight the attributes and 

practices that we believe enhance the quality of corporate governance at companies.  Some engagement topics include takeover 

defenses, merger transactions, proxy contests, board elections, sustainability issues, executive compensation, equity 

compensation plans and other topical issues of interest to our clients as shareholders.  Through our discussions, we seek to 

strengthen the quality of corporate governance with boards and management, which can also help protect shareholder value.   

The SSgA Governance Team is dedicated to providing governance research, analysis, issuer engagement and voting services.  

The SSgA Governance Team has no fixed set of priorities that dictate engagement practices.  Instead, we view engagement 

practices as being dependent upon facts and circumstances, while giving consideration to the size of our total position of the 

issuer and/or the potential negative governance practices, performance profile, and circumstance at hand.   
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Nature and Form of Engagement 
 
SSgA believes issuer engagement can take many forms and be triggered under numerous circumstances. The following methods 
represent how SSgA defines engagement methods:  
 

Reactive 
 
Reactive engagement is initiated by the issuers and typically represents a majority of SSgA’s engagement activity.  SSgA 
routinely discusses specific voting issues and items with the issuer community.  These are viewed as an opportunity to 
address not only voting items, but also a wide range of governance items that impact shareholder value.  
 
Recurring 
 
Recurring engagement takes advantage of SSgA’s strong relationships with many of its largest holdings. SSgA maintains 
regular face to face meetings with these issuers, allowing SSgA to reinforce key tenets of good corporate governance 
and actively advise these issuers around concerns that SSgA feels may impact long term shareholder value. 
 
Dynamic 
 
Using screening tools designed to capture a mix of SSgA’s largest exposures to issuers demonstrating severe negative 
governance profiles, SSgA will actively seek direct dialogue with the board and management. In these cases, the 
dynamic engagement process represents the most meaningful chance for SSgA to protect long term shareholder value 
from excessive risk due to governance related risks.  

 
SSgA believes active engagement is best conducted individually and directly with company management or board members.  
Collaborative engagement, where multiple shareholders communicate with company representatives, such as shareholder 
conference calls, can serve as a potential forum for issues that are not identified by SSgA as requiring active engagement.    
 
When Does SSgA Engage Issuers? 
 
SSgA uses various methods to monitor its investments to determine which issuers require dynamic engagement. A blend of 
quantitative and qualitative research and data is used to identify potential engagement opportunities. SSgA sources internal and 
external research and screening tools to support the engagement process.  
 
Voting and engagement 

 
SSgA believes engagement and voting activity have a direct relationship. Issuer engagement seeks to address significant 
shareholder concerns and governance issues.  Logically, successful issuer engagement should reduce the need to vote against 
management. The integration and exercise of both these rights leads to a meaningful shareholder tool that seeks to achieve 
enhanced shareholder value on behalf of SSgA clients. 
 
Developed and Non-Developed Markets 
 
SSgA engagement philosophy applies across all global markets.  We have found the opportunity and effectiveness of 
engagement activity directly correlates to the level of ownership and voting rights provided by local market laws.  From market to 
market, engagement activity may take different forms in order to best achieve long term engagement goals.  
 
Engagement in developed markets is a mature process for SSgA.  In some cases, engagement activity is institutionalized into 
local best practices, such as the UK Stewardship Code overseen by Financial Reporting Commission (FRC). In the UK, disclosure 
standards are high, allowing shareholders simple access to the key components of governance, such as board and by-law 
structure, remuneration policies and practices, sustainability data and reporting, among others.  Further, shareholder rights are 
relatively high allowing for SSgA to engage on a variety of issues.  
 
In many non-OECD markets we often supplement direct company engagement with participation in shareholder advocacy groups 
that seek change at a market level.  This type of “top-down” approach should have a positive long-term impact by addressing 
shortcomings in local market laws on disclosure, best practice and shareholder rights.  
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Summary of Proxy Voting Guidelines 

 
Directors and Boards  

 
The election of directors is one of the most important fiduciary duties SSgA performs as a shareholder.  SSgA believes that well-

governed companies can protect and pursue shareholder interests better and withstand the challenges of an uncertain economic 

environment.  As such, SSgA seeks to vote director elections, in a way, which we as a fiduciary, believe will maximize the 

monetary value of each portfolio’s holdings.   

The role of the board, in SSgA’s view, is to carry out its responsibilities in the best long term interest of the company and its 

shareholders.  A strong and effective board oversees management, provides guidance on strategic matters, selects the CEO and 

other senior executives, creates a succession plan, and performs risk oversight and performance assessment of the CEO and 

management.  In contrast, management implements the business strategy and runs the company’s day-to-day operations.  As 

part of SSgA’s engagement process, we routinely discuss the importance of the board with issuers.  

In voting to elect nominees, SSgA considers many factors.  SSgA believes independent directors are crucial to good corporate 

governance and help management establish sound corporate governance policies and practices.  A sufficiently independent board 

will most effectively monitor management and perform oversight functions necessary to protect shareholder interests.  In 

assessing nominees, SSgA considers whether board nominees will perform their duties without management influence, and 

whether the nominee has the appropriate skills and industry knowledge necessary to contribute fully to the company.   

SSgA advocates that boards adopt a committee structure with independent directors on the key committees.  When opposing 

directors, based on independence factors, SSgA focuses on the key committees. We believe a vigorous and diligent board of 

directors, a majority of whom are independent, with an appropriate committee structure, is the key to fulfilling the board’s 

responsibilities to a corporations’ effective governance. 

 
Accounting and Audit Related Issues 
 
SSgA believes audit committees are critical and necessary as part of the board’s risk oversight role.  We expect auditors to 

provide assurance as of a company’s financial condition.  Having trust in the accuracy of financial statements is important for 

shareholders to make decisions.  Subsequently, SSgA believes that it is imperative for audit committees to select outside auditors 

who are independent from management.  

We believe the audit committee is responsible for appointing, compensating, retaining and overseeing the issuer’s outside audit 

firm.  In addition, we believe the audit committee should approve audit and non-audit services performed by outside audit firms. 

 
Capital Structure, Reorganization and Mergers 
 
Though we don’t seek involvement in the day-to-day operations of an organization, we recognize the need for oversight and input 

into management decisions that may affect a company’s value.  Altering the capital structure of a company is a critical decision for 

management, and in making such a critical decision, we believe the company should have a well explained business rationale that 

is consistent with corporate strategy and should not overly dilute its shareholders.  
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The organizational structure of a company or proposed modifications to a company, may improve the effectiveness of a 

company’s operations, thereby enhancing shareholder value.  M&A issues may result in a substantial economic impact to a 

corporation.  SSgA evaluates mergers and acquisitions on a case-by-case basis.  SSgA considers the adequacy of the 

consideration and the impact of the corporate governance provisions to shareholders.  In all cases, SSgA uses its discretion in 

order to maximize shareholder value. 

Occasionally, companies add anti-takeover provisions that reduce the chances of a potential acquirer making an offer or reducing 

the likelihood of a successful offer.  SSgA does not support proposals that reduce shareholders’ rights, entrench management or 

reduce the likelihood of shareholder’s right to vote on reasonable offers.          

Compensation  
 
SSgA considers the board’s responsibility to include setting the appropriate level of executive compensation.  Despite the 

differences among the types of plans and the awards possible, there is a simple underlying philosophy that guides SSgA’s 

analysis of executive compensation; there should be a direct relationship between executive compensation and company 

performance over the long term.  

 
General/Routine 
 
Although we do not seek involvement in the day-to-day operations of an organization, we recognize the need for conscientious 

oversight and input into management decisions that may affect a company’s value.  We believe SSgA should support proposals 

that encourage economically advantageous corporate practices and governance, while leaving decisions that are deemed to be 

routine or constitute ordinary business to management and the board of directors.   

Environmental and Social Issues   
 

Proposals relating to social and environmental issues, typically initiated by shareholders, generally request that the company 

disclose or amend certain business practices.  Often, proposals may address concerns with which SSgA philosophically agrees, 

but absent a compelling economic impact on shareholder value, SSgA will typically abstain from voting on these proposals. 

International Statement  
 
SSgA reviews proxies of non-US issuers consistent with our Principles and Proxy Voting Guidelines; however, SSgA also 

endeavors to show sensitivity to local market practices when voting non-US proxies. This may lead to contrasting votes as 

corporate governance standards, disclosure requirements and voting mechanics differ from market to market.  We will vote issues 

in the context of our Proxy Voting Guidelines, as well as local market standards, where appropriate. 

SSgA votes in all markets where it is feasible; however, SSgA may refrain from voting meetings when power of attorney 

documentation is required, where voting will have a material impact on our ability to trade the security, or where issuer-specific 

special documentation is required or various market or issuer certifications are required.  SSgA is unable to vote proxies when 

certain custodians, used by our clients, do not offer proxy voting in a jurisdiction or when they charge a meeting specific fee in 

excess of the typical custody service agreement. 
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SSgA Proxy Voting Guidelines 
 

State Street Global Advisors (“SSgA”) seeks to vote proxies for which we have discretionary authority in the best interests of our 

clients.  This means that we make voting decisions in the manner we believe will most likely protect and promote the long term 

economic value of client accounts.  Absent unusual circumstances or specific client instructions, we vote proxies on a particular 

matter in the same way for all clients, regardless of their investment style or strategies.  SSgA takes the view that voting in a 

manner consistent with maximizing the monetary value of our clients’ holdings will benefit our direct clients (e.g. fund 

shareholders).   

I.  DIRECTOR RELATED ITEMS 

Director related proposals concern issues submitted to shareholders that deal with the composition of the board or impact the 

members of a corporation’s board of directors.  In deciding which director nominee to support, SSgA considers numerous factors. 

Director Elections    

SSgA generally supports election of directors in most uncontested elections.  However, SSgA may withhold votes from (or support 

the removal of) a nominee or an entire board, in certain circumstances, including but not limited to: 

 A nominee who we determine to be inadequately independent of management and serves on any of the board’s key 

committees (compensation, audit, and nominating).  Factors that we consider in evaluating independence include whether the 

nominee is an employee of or related to an employee of the issuer or its auditor, whether the nominee provides professional 

services to the issuer, whether the nominee has attended an appropriate number of board meetings, or whether the nominee 

receives non-board related compensation from the issuer.   

 CEOs of public companies who sit on more than three public company boards. 

 Nominees who sit on more than six public company boards. 

 SSgA may withhold votes from all director nominees at companies that have ignored a shareholder proposal which received a 

majority of the shares outstanding at the last annual or special meeting, unless management submits the proposal(s) on the 

ballot as a binding management proposal, recommending shareholders vote for the particular proposal(s). 

 SSgA may withhold votes from compensation committee members where there is a weak relationship between executive pay 

and performance over a five-year period.    

 SSgA will withhold votes from audit committee members if non-audit fees exceed 50% of total fees paid to the auditors.  

 SSgA will withhold votes from directors who appear to have been remiss in their duties.  

Director Related Proposals 

SSgA generally votes for the following director related proposals: 

 Discharge of board members’ duties, in the absence of pending litigation, governmental investigation, charges of fraud or 

other indications of significant concern. 

 Proposals to restore shareholders’ ability to remove directors with or without cause.  

 Proposals that permit shareholders to elect directors to fill board vacancies. 

 Shareholder proposals seeking disclosure regarding the company, board, or compensation committee’s use of compensation 

consultants, such as company name, business relationship(s) and fees paid. 

SSgA generally votes against the following director related proposals: 
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 Requirements that candidates for directorships own large amounts of stock before being eligible to be elected. 

 Proposals that relate to the “transaction of other business as properly comes before the meeting”, which extend “blank check” 

powers to those acting as proxy. 

 Shareholder proposals requiring two candidates per board seat. 

Majority Voting 

SSgA will generally support a majority vote standard if it is based on shares outstanding, and SSgA will generally vote against 

proposals requesting a majority vote based on votes cast standard.   

SSgA will generally vote to support amendments to bylaws that would require simple majority of voting shares (i.e. shares 

outstanding) to pass or repeal certain provisions. 

Annual Elections 

SSgA generally supports the establishment of annual elections of the board of directors.  Consideration is given to the overall level 

of board independence and the independence of the key committees as well as whether there is a shareholders right plan.   

Cumulative Voting   

SSgA does not support cumulative voting structures for the election of directors.  

Separation Chair/CEO  

SSgA analyzes proposals for the separation of Chair/CEO on a case by case basis taking into consideration numerous factors, 

including but not limited to, a company’s performance and the overall governance structure of the company.   

Age/Term Limits   

Generally, SSgA will vote against limits to tenure.  

Approve Remuneration of Directors  

Generally, SSgA will support directors’ compensation, provided the amounts are not excessive relative to other issuers in the 

market or industry.  In making our determination, we review whether the compensation is overly dilutive to existing shareholders.   

Indemnification  

Generally, SSgA supports proposals to limit directors’ liability and/or expand indemnification and liability protection if he or she has 

not acted in bad faith, gross negligence or reckless disregard of the duties involved in the conduct of his or her office. 

Classified Boards  

SSgA generally supports annual elections for the board of directors.  In certain cases, SSgA will support a classified board 

structure, if the board is composed of 80 percent of independent directors, the board’s key committees (auditing, nominating and 

compensation) are composed of independent directors, and SSgA will consider other governance factors, including antitakeover 

devices.  
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Confidential Voting  

SSgA will support confidential voting. 

Board Size  

SSgA will support proposals seeking to fix the board size or designate a range for the board size and will vote against proposals 

that give management the ability to alter the size of the board outside of a specified range without shareholder approval. 

II.  AUDIT RELATED ITEMS 

Ratifying Auditors and Approving Auditor Compensation 

SSgA supports the approval of auditors and auditor compensation provided that the issuer has properly disclosed audit and non-

audit fees relative to market practice and the audit fees are not deemed excessive.  SSgA deems audit fees to be excessive if the 

non-audit fees for the prior year constituted 50% or more of the total fees paid to the auditor.  SSgA will support the disclosure of 

auditor and consulting relationships when the same or related entities are conducting both activities and will support the 

establishment of a selection committee responsible for the final approval of significant management consultant contract awards 

where existing firms are already acting in an auditing function. 

In circumstances where “other” fees include fees related to initial public offerings, bankruptcy emergence, and spin-offs, and the 

company makes public disclosure of the amount and nature of those fees which are determined to be an exception to the 

standard “non-audit fee” category, then such fees may be excluded from the non-audit fees considered in determining the ratio of 

non-audit to audit/audit-related fees/fax compliance and preparation for purposes of determining whether non-audit fees are 

excessive.  

SSgA will support the discharge of auditors and requirements that auditors attend the annual meeting of shareholders.*. 

 
Accept Financial Statements Consolidated Financial Statements and Statutory Reports  

 
It is the auditor’s responsibility to provide assurance as of the company’s financial condition.  Accordingly, in the absence of 

pending litigation, governmental investigation, charges of fraud or other indicia of significant concern, SSgA will accept the 

financial statement, allocation of income and/or statutory report.  

III.  CAPITAL STRUCTURE 

 
Capital structure proposals include requests by management for approval of amendments to the certificate of incorporation that 

will alter the capital structure of the company.  The most common request is for an increase in the number of authorized shares of 

common stock, usually in conjunction with a stock split or dividend.  Typically, requests that are not unreasonably dilutive or 

enhance the rights of common shareholders are supported.  In considering authorized share proposals, the typical threshold for 

approval is 100% over current authorized shares.  However, the threshold may be increased if the company offers a specific need 

or purpose (merger, stock splits, growth purposes, etc.).  All proposals are evaluated on a case-by-case basis taking into account 

the company’s specific financial situation.   

                                                 
* Common for non-US issuers; request from the issuer to discharge from liability the directors or auditors with respect to actions taken by them 
during the previous year. 
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Increase in Authorized Common Shares  

In general, SSgA supports share increases for general corporate purposes up to 100% of current authorized stock.   

SSgA supports increases for specific corporate purposes up to 100% of the specific need plus 50% of current authorized common 

stock for U.S. firms and plus 100% of current authorized stock for international firms.  

When applying the thresholds, SSgA will also consider the nature of the specific need, such as mergers and acquisitions and 

stock splits. 

Increase in Authorized Preferred Shares  

SSgA votes on a case-by-case basis on proposals to increase the number of preferred shares.  

Generally, SSgA will vote for the authorization of 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.   

SSgA will support proposals to create “declawed” blank check preferred stock (stock that cannot be used as a takeover defense). 

However, SSgA will 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.  

Preemptive Rights and Non-Preemptive Rights  

In general, SSgA supports issuance authority requests up to 100% of current share capital with preemptive rights.  Requests for 

the authority to remove preemptive rights will be supported for share issuances that are less than a certain percentage (ranging 

from 5-20%, based on market practice) of the outstanding shares, unless even such a small amount could have a material dilutive 

effect on existing shareholders (e.g. illiquid markets).  

For Hong Kong, SSgA does not support issuances that do not place limits on discounts or do not provide the authority to refresh 

the share issuance amounts without prior shareholder approval.  

Unequal Voting Rights 

SSgA will not support proposals authorizing the creation of new classes of common stock with superior voting rights and will vote 

against new classes of preferred stock with unspecified voting, conversion, dividend distribution, and other rights.  In addition, 

SSgA will not support capitalization changes that add “blank check” classes of stock (i.e. classes of stock with undefined voting 

rights) or classes that dilute the voting interests of existing shareholders.   

However, SSgA will support capitalization changes that eliminate other classes of stock and/or unequal voting rights.  

Dividends and Share Repurchase Programs  

SSgA generally supports dividend payouts that are greater than or equal to country and industry standards; we generally support 

a dividend which constitutes 30% or more of net income.  SSgA may vote against the dividend payouts if the dividend payout ratio 

has been consistently below 30% without adequate explanation; or, the payout is excessive given the company’s financial 

position.  

Generally, SSgA votes for the authorization of share repurchase programs, unless the issuer does not clearly state the business 

purpose for the program, a definitive number of shares to be repurchased, and the time frame for the repurchase.  
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IV.  MERGERS AND ACQUISTIONS  

Mergers and the reorganization structure of a company often involve proposals relating to reincorporation, restructurings, mergers, 

liquidations, and other major changes to the corporation.  Proposals that are in the best interests of the shareholders, 

demonstrated by enhancing share value or improving the effectiveness of the company’s operations, will be supported.  In 

general, provisions that are not viewed as economically sound or are thought to be destructive to shareholders’ rights are not 

supported.   

SSgA will generally support transactions that maximize shareholder value. Some of the considerations include, but are not limited 

to the following:  

 Offer premium 

 Strategic rationale 

 Board oversight of the process for the recommended transaction, including, director and/or management conflicts of interest 

 Offers made at a premium and where there are no other higher bidders  

 Offers in which the secondary market price is substantially lower than the net asset value 

SSgA may vote against a transaction considering the following: 

 Offers with potentially damaging consequences for minority shareholders because of illiquid stock, especially in some non-US 

markets 

 Offers where we believe there is a reasonable prospect for an enhanced bid or other bidders 

 At the time of voting, the current market price of the security exceeds the bid price 

V.  ANTI-TAKEOVER MEASURES 

Typically, proposals relating to requests by management to amend the certificate of incorporation or bylaws to add or delete a 

provision are deemed to have an antitakeover effect.  The majority of these proposals deal with management's attempt to add 

some provision that makes a hostile takeover more difficult or will protect incumbent management in the event of a change in 

control of the company.   

Proposals that reduce shareholders' rights or have the effect of entrenching incumbent management will not be supported.  

Proposals that enhance the right of shareholders to make their own choices as to the desirability of a merger or other proposal are 

supported. 

Shareholder Rights Plans  

SSgA will support mandates requiring shareholder approval of a shareholder rights plans (“poison pill”) and repeals of various 

anti-takeover related provisions. 

In general, SSgA will vote against the adoption or renewal of a US issuer’s shareholder rights plan (“poison pill”).  

SSgA will support the adoption or renewal of a non-US issuer’s shareholder rights plans (“poison pill”) if the following 

conditions are met: (i) minimum trigger, flip-in or flip-over of 20%, (ii) maximum term of three years, (iii) no “dead hand,” “slow 

hand,” “no hand” or similar feature that limits the ability of a future board to redeem the pill, and (iv) inclusion of a shareholder 

redemption feature (qualifying offer clause), permitting ten percent of the shares to call a special meeting or seek a written 

consent to vote on rescinding the pill if the board refuses to redeem the pill 90 days after a qualifying offer is announced. 
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SSgA will vote for an amendment to a shareholder rights plan (“poison pill”) where the terms of the new plans are more favorable 

to shareholders’ ability to accept unsolicited offers  (i.e. if one of the following conditions are met: (i) minimum trigger, flip-in or flip-

over of 20%, (ii) maximum term of three years, (iii) no “dead hand,” “slow hand,” “no hand” or similar feature that limits the ability 

of a future board to redeem the pill, and (iv) inclusion of a shareholder redemption feature (qualifying offer clause), permitting ten 

percent of the shares to call a special meeting or seek a written consent to vote on rescinding the pill if the board refuses to 

redeem the pill 90 days after a qualifying offer is announced). 

Special Meetings  

SSgA will support proposals for the right to call a special meeting, and SSgA will vote against proposals seeking to eliminate the 

right to call a special meeting.  

Where the right to call a special meeting exists: 

 SSgA supports shareholder proposals to reduce the threshold to call a special meeting to 10%.  

 SSgA supports management proposals to reduce the threshold to call a special meeting to a percentage lower than the 

current threshold, for example, we will support a company moving from a 40% threshold to a 25% threshold. 

 

 Super-Majority  

SSgA will generally vote against amendments to bylaws requiring super-majority shareholder votes to pass or repeal certain 

provisions.  SSgA will vote for the reduction or elimination of super-majority vote requirements, unless management of the issuer 

was concurrently seeking to or had previously made such a reduction or elimination. 

VI.  REMUNERATION 

 
Despite the differences among the types of plans and the awards possible there is a simple underlying philosophy that guides the 

analysis of all compensation plans; namely, are the terms of the plan designed to provide an incentive for executives and/or 

employees to align their interests with those of the shareholders and thus work toward enhancing shareholder value. Plans which 

benefit participants only when the shareholders also benefit are those most likely to be supported.   

Advisory Vote on Executive Compensation and Frequency  

SSgA supports management proposals on executive compensation where there is a strong relationship between executive pay 

and performance over a five-year period.   

SSgA supports an annual advisory vote on executive compensation.   

 
Approve Remuneration Report  

SSgA will generally support remuneration reports that are judged to be in-line with local market practices.  SSgA will generally 

vote against the approval of the remuneration report if the company fails to disclose information regarding any element of CEO 

remuneration including but not limited to, base salary, annual bonuses, and special bonuses relative to market practice.   
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If the company’s schemes allows for retesting of performance criteria over extended time period or for retesting if the original 

performance criteria was not met during the initial time period, SSgA may vote against the remuneration report.  

 
Employee Equity Award Plans  

SSgA considers numerous criteria when examining equity award proposals. Generally, SSgA does not vote against plans for lack 

of performance or vesting criteria.  Rather, the main criteria that will result in a vote against an equity award plans plan are:  

Excessive voting power dilution: To assess the dilutive effect, we divide the number of shares required to fully fund the proposed 

plan, the number of authorized but unissued shares and the issued but unexercised shares by the fully diluted share count.  We 

review that number in light of certain factors, including the industry of the issuer. 

Other criteria include the following: 

 Number of participants or eligible employees; 

 The variety of awards possible 

 The period of time covered by the plan 

There are numerous factors that we view as negative, and together, may result in a vote against a proposal: 

 Grants to individuals or very small groups of participants; 

 “Gun-jumping” grants which anticipate shareholder approval of a plan or amendment; 

 The power of the board to exchange “underwater” options without shareholder approval this pertains to the ability of a 

company to reprice options, not the actual act of repricing described above; 

 Below market rate loans to officers to exercise their options;  

 The ability to grant options at less than fair market value; 

 Acceleration of vesting automatically upon a change in control; 

 Excessive compensation (i.e. compensation plans which are deemed by SSgA to be overly dilutive). 

Historical option grants: Excessive historical option grants over the past three years.  Plans that provide for historical grant 

patterns of greater than eight to twelve percent are generally not supported.  

Repricing: SSgA will vote against any plan where repricing is expressly permitted.  If a company has a history of repricing 

underwater options, the plan will not be supported.  

Share Repurchases: If a company makes a clear connection between a share repurchase program and its intent to offset dilution 

created from option plans and the company fully discloses the amount of shares being repurchased, the voting dilution calculation 

may be adjusted to account for the impact of the buy back.  

Companies who do not (i) clearly state the intentions of any proposed share buy-back plan or (ii) do not disclose a definitive 

number of the shares to be bought back and, (iii) the time frame during which the shares will be bought back will not have any 

such repurchase plan factored into the dilution calculation. 

162(m) Plan Amendments: If a plan would not normally meet SSgA criteria described above, but is primarily being amended to 

add specific performance criteria to be used with awards designed to qualify for performance-based exception from the tax 

deductibility limitations of Section 162(m) of the Internal Revenue Code, then SSgA will support the proposal to amend the plan. 
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Employee Stock Option Plans    

SSgA generally votes for stock purchase plans with an exercise price of not less than 85% of fair market value.  However, SSgA 

takes market practice into consideration.  

Compensation Related Items 

SSgA will generally support the following proposals: 

 Expansions to reporting of financial or compensation-related information, within reason 

 Proposals requiring the disclosure of executive retirement benefits if the issuer does not have an independent compensation 

committee 

SSgA will generally vote against the following proposals: 

 Retirement bonuses for non-executive directors and auditors 

VII.  MISCELLANEOUS/ROUTINE ITEMS 

SSgA generally supports the following miscellaneous/routine governance items: 

 Reimbursement of all appropriate proxy solicitation expenses associated with the election when voting in conjunction with 

support of a dissident slate. 

 Opting out of business combination provision 

 Proposals that remove restrictions on the right of shareholders to act independently of management  

 Liquidation of the company if the company will file for bankruptcy if the proposal is not approved  

 Shareholder proposals to put option repricings to a shareholder vote 

 General updating of or corrective amendments to charter and by-laws not otherwise specifically addressed herein, unless 

such amendments would reasonably be expected to diminish shareholder rights (e.g. extension of directors’ term limits, 

amending shareholder vote requirement to amend the charter documents, insufficient information provided as to the reason 

behind the amendment) 

 Change in corporation name 

 Mandates that amendments to bylaws or charters have shareholder approval 

 Management proposals to change the date, time, and/or location of the annual meeting unless the proposed change is 

unreasonable  

 Repeals, prohibitions or adoption of anti-greenmail provisions 

 Management proposals to implement a reverse stock split when the number of authorized shares will be proportionately 

reduce and proposals to implement a reverse stock split to avoid delisting.    

  

SSgA generally does not support the following miscellaneous/routine governance items: 

 Proposals asking companies to adopt full tenure holding periods for their executives. 

 Reincorporation to a location that we believe has more negative attributes than its current location of incorporation 

 Shareholder proposals to change the date, time, and/or location of the annual meeting unless the current scheduling or 

location is unreasonable 
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 Proposals to approve other business when it appears as voting item 

 Proposals giving the board exclusive authority to amend the bylaws 

 Proposals to reduce quorum requirements for shareholder meetings below a majority of the shares outstanding unless there 

are compelling reasons to support the proposal.  

VII.  ENVIRONMENTAL AND SOCIAL ISSUES 

Proposals relating to social and environmental issues, typically initiated by shareholders, generally request that the company 

disclose or amend certain business practices. Where it appears there is a potential effect on shareholder or economic value of a 

company that is related to a specific environmental or social issue, SSgA evaluates the shareholder proposal addressing the issue 

on a case-by-case basis.  Absent a compelling economic impact on shareholder value, SSgA will typically abstain from voting on 

these proposals. 

More Information 

Any client who wishes to receive information on how its proxies were voted should contact its SSgA relationship manager. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  


