Cornerstone Capital Access Impact Fund
Institutional Class: CCIIX
A series of Capitol Series Trust
STATEMENT OF ADDITIONAL INFORMATION
October 1, 2019
This Statement of Additional Information (“SAI”) provides general information about the Cornerstone Capital Access Impact Fund (the
“Fund”), a series of the Capitol Series Trust (the “Trust”). This SAI is not a prospectus and should be read in conjunction with the Fund’s
current prospectus dated October 1, 2019 (the “Prospectus”), as supplemented and amended from time to time, which is incorporated herein
by reference. To obtain a copy of the Fund’s Prospectus, free of charge, please write the transfer agent at Ultimus Fund Solutions, LLC, 225
Pictoria Drive, Suite 450, P.O. Box 46707, Cincinnati, Ohio 45246-0707, call Shareholder Services at 1-800-986-6187, or visit the Fund’s
website at www.cornerstonecapitalfunds.com.
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DESCRIPTION OF THE TRUST AND FUND
A.

General Information

The Cornerstone Capital Access Impact Fund (the “Fund”) was organized as a diversified series of Capitol Series Trust (the “Trust”) at a
meeting of the Board of Trustees held on September 9 and 10, 2019. The Trust is an open-end investment company established under the
laws of Ohio by an Agreement and Declaration of Trust dated September 18, 2013 (the “Trust Agreement”). The Fund does not currently
offer multiple classes of shares. Cornerstone Capital, Inc. (the “Adviser”), serves as investment adviser to the Fund.
Expenses attributable to any series of the Trust are borne by that series. Any general expenses of the Trust not readily identifiable as
belonging to a particular series are allocated by or under the direction of the Trustees in such manner as the Trustees determine to be fair and
equitable. No shareholder is liable to further calls or to assessment by the Trust without his or her express consent.
The Fund does not issue share certificates. Rather, all shares are held in non-certificated form registered on the books of the Fund and
Ultimus Fund Solutions, LLC, the Fund’s transfer agent (the “Transfer Agent”) for the account of the shareholder.
B.

Shareholder Voting and Other Rights

The Trust Agreement permits the Trust’s Board of Trustees (the “Board”), without shareholder approval, to issue an unlimited number of
shares of beneficial interest in separate series without par value and to divide series into classes of shares. The Board may from time to time,
and without shareholder approval, divide or combine the shares of the Fund or class thereof into a greater or lesser number of shares of that
Fund or class so long as the proportionate beneficial interest in the assets belonging to that Fund or class and the rights of shares of any other
series or class are in no way affected.
Each share of the Fund represents an equal proportionate interest in the assets and liabilities belonging to that Fund and in such dividends
and distributions out of income belonging to that Fund as declared by the Board.
Each Fund share has the same voting and other rights and preferences as any other shares of the Trust with respect to matters that affect the
Trust as a whole. The Fund or class thereof votes separately with respect to the provisions of any Rule 12b-1 plan which pertains to that Fund
or class and other matters for which separate series or class voting is appropriate under applicable law. Generally, shares will be voted
separately by individual series except if: (1) the Investment Company Act of 1940, as amended (the “1940 Act”) requires shares to be voted
in the aggregate and not by individual series; and (2) when the Trustees determine that the matter affects more than one series and all affected
series must vote. The Trustees may also determine that a matter only affects certain series or classes of the Trust and thus only those series or
classes are entitled to vote on the matter.
Ohio law does not require the Trust to hold annual meetings of shareholders, and it is anticipated that shareholder meetings will be held only
when specifically required by Federal or state law. When matters are submitted to shareholders for a vote, each shareholder is entitled to one
vote for each whole share owned and fractional votes for each fractional share owned.
The Fund shares do not have cumulative voting rights, any preemptive or conversion rights, or any sinking fund provisions. Any Trustee may
be removed by vote of the shareholders holding not less than two-thirds of the outstanding shares of the Trust.
The Trust Agreement can be amended by the Trustees, except that certain amendments that could adversely affect the rights of shareholders
must be approved by the shareholders affected.
C.

Redemptions

Voluntary Redemptions. A shareholder may redeem shares of the Fund at the net asset value per share of that Fund next-calculated, minus
any applicable redemption fee, after the Fund receives the shareholder’s redemption request in proper form.
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Mandatory Redemption. Each share of each series and class thereof is subject to redemption by the Trust at the net asset value per share of
that series or class next calculated, minus any applicable sales charge: (1) after the Trustees determine, in their sole discretion, that failure to
redeem may have materially adverse consequences to any holders of Trust shares, or any series of class thereof or the applicable Fund or
Fund class; (2) upon such other conditions as may from time to time be determined by the Trustees and set forth in the current Prospectus of
the Trust with respect to maintenance of shareholder accounts of a minimum amount; or (3) upon the termination or liquidation of the Trust
or the Fund, as determined by the Trustees consistent with the Trust Instrument and applicable law.
D.

Termination or Reorganization

Termination. The Trust may be terminated at any time by an instrument executed by a majority of the Trustees then in office upon prior
written notice to the Trust’s shareholders. Any series or class may be terminated at any time by an instrument executed by a majority of the
Trustees upon prior written notice to the shareholders of that series or class.
Reorganization. The Trustees may sell, convey and transfer the assets of the Trust, or the assets belonging to any one or more series, to
another trust, partnership, association or corporation organized under the laws of any state of the United States, or to the Trust to be held as
assets belonging to another series of the Trust, in exchange for cash, shares or other securities (including, in the case of a transfer to another
series of the Trust, shares of such other series) with such transfer being made subject to, or with the assumption by the transferee of, the
liabilities belonging to each series the assets of which are being transferred. If required by the 1940 Act, any such transfer shall be subject to
approval of the shareholders of the affected series.
In case of any liquidation of a series or class, the holders of shares of the series or class being liquidated will be entitled to receive as a class a
distribution out of the assets, net of the liabilities, belonging to that series or class.
MULTI-MANAGER STRUCTURE
The Fund is managed by the Adviser and one or more asset managers who are unaffiliated with the Adviser (each a “Sub-Adviser” and
together, the “Sub-Advisers”). Subject to review by the Board, the Adviser is responsible for, among other overall management services,
selecting the Fund’s investment strategies and for allocating and reallocating assets among the Sub-Advisers consistent with the Fund’s
investment objective and strategies. The Adviser is also responsible for recommending to the Board whether an agreement with a SubAdviser should be approved, renewed, modified or terminated and for monitoring and evaluating the Sub-Advisers. The Adviser is also
responsible for implementing procedures to ensure that each Sub-Adviser complies with the Fund’s investment objective, strategies and
restrictions.
The Adviser and the Trust have filed an application for an exemptive order from the U.S. Securities and Exchange Commission (“SEC”) that
will allow the Fund to operate in a “manager of managers” structure whereby the Adviser, as the Fund’s investment adviser, can appoint and
replace both wholly owned and unaffiliated sub-advisers, and enter into, amend and terminate sub-advisory agreements with such subadvisers, each subject to Board approval but without obtaining prior shareholder approval (the “Manager of Managers Structure”). The Fund
will, however, inform shareholders of the hiring of any new sub-adviser within 90 days after the hiring. If granted, the SEC exemptive order
will provide the Fund with greater efficiency in managing the Fund without incurring the expenses and delays associated with obtaining
shareholder approval of sub-advisory agreements with such sub-advisers.
The SEC has not granted the Adviser’s and Trust’s application for an exemptive order to operate in the Manager of Managers Structure, and
there is no guarantee that such order will be granted.
ADDITIONAL INFORMATION ABOUT FUND INVESTMENTS AND RISK CONSIDERATIONS
Unless otherwise specified, percentage limitations on investments set forth in the Prospectus and this SAI will be applied at the time of
investment. Therefore, these percentages could be exceeded due to a decline in the Fund’s net asset value (“NAV”) due to fluctuations in the
value of the Fund’s portfolio securities and the liquidation of portfolio securities to fulfill repurchase requests (which the Fund’s Board has,
in its sole discretion, authorized) or to pay expenses.
Except for the Fund’s fundamental policies listed below, no other policy of the Fund, including its investment objective, is a fundamental
policy of the Fund and may be changed by the Board without the vote of the Fund’s shareholders.
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The principal investment strategies the Fund uses to pursue its investment objective and the risks of those strategies are discussed in the
Fund’s Prospectus and are incorporated herein by reference. Unless otherwise stated in the Prospectus, investment strategies and techniques
are generally discretionary. This means that the Adviser and each sub-Adviser of the Fund (each, a “Sub-Adviser”) may elect to engage or
not engage in various strategies and techniques in their sole discretion. Investors should not assume that any particular discretionary
investment technique or strategy will always or ever be employed by the Fund.
In addition to the principal investment strategies and the principal risks of the Fund as described in the Prospectus, the Fund may employ
secondary investment practices and may be subject to additional secondary risks, which are described below. The following is a description
of secondary investment strategies and secondary risks for how the Fund might evolve, not necessarily how it currently operates. Unless a
strategy or policy described below is specifically prohibited by the investment restrictions, under “Investment Restrictions” in this SAI, or by
applicable law, the Fund may engage in each of the practices described below. However, the Fund is not required to engage in any particular
transaction or purchase any particular type of securities or investment even if to do so might benefit the Fund.
A.

Corporate Equity Securities

Generally. The Fund may invest in equity securities including common stocks, preferred stocks and convertible securities of U.S. and foreign
corporate issuers including equity securities of smaller companies. The value of equity securities depends on business, economic and other
factors affecting those issuers. Equity securities fluctuate in value, often based on factors unrelated to the value of the issuer of the securities,
and such fluctuations may be pronounced.
Risks of Foreign Markets. Securities that trade in foreign markets may be subject to greater fluctuations in price than securities of U.S.
companies because foreign markets may be smaller and less liquid than U.S. markets. Changes in foreign tax laws, investment regulations
and policies on nationalization and expropriation as well as political instability may affect the operations of foreign companies and the value
of their securities. Fluctuations in currency exchange rates and changes in regulations governing currency exchange may adversely affect the
value of the Fund’s investments in foreign securities denominated or quoted in currencies other than the U.S. dollar. Foreign securities and
their issuers may not be subject to the same degree of regulation as U.S. issuers regarding information disclosure, insider trading and market
manipulation. There may be less publicly available information on foreign companies and foreign companies may not be subject to uniform
accounting, auditing, and financial standards as are U.S. companies. Foreign securities registration, custody and settlements may be subject
to delays or other operational and administrative problems. Certain foreign brokerage commissions and custody fees may be higher than
those in the U.S. Dividends payable on the foreign securities contained in the Fund’s portfolio may be subject to foreign withholding taxes,
thus reducing the income available for distribution to the Fund’s shareholders.
Risks of Emerging Markets. Securities that trade in emerging markets may be less liquid and the prices of these securities may be more
volatile than the prices of those securities that trade in more developed foreign markets. Information regarding securities that trade in
emerging markets is not always readily available. Greater political and economic uncertainties exist in emerging markets than in developed
foreign markets and the securities markets and legal systems in emerging markets may not be well developed and may not provide the
protections and advantages of the markets and systems available in more developed countries. Moreover, very high inflation rates may exist
in emerging markets and could negatively impact a country’s economy and securities markets. Emerging markets may impose restrictions on
the Fund’s ability to repatriate investment income or capital and thus, may adversely affect the operations of the Fund. Certain emerging
markets may impose constraints on currency exchange and some currencies in emerging markets may have been devalued significantly
against the U.S. dollar. Governments of some emerging markets exercise substantial influence over the private sector and may own or control
many companies and government actions could have a significant effect on economic conditions in emerging markets, which, in turn, could
affect the value of the Fund’s investments. Emerging markets may also be subject to less government supervision and regulation of business
and industry practices, stock exchanges, brokers and listed companies.
For these and other reasons, the prices of securities in emerging markets can fluctuate more significantly than the prices of securities of
companies in developed countries. The less developed the country, the greater affect these risks may have on your investment in a Fund, and
as a result, an investment in that Fund may exhibit a higher degree of volatility than either the general the U.S. securities market or the
securities markets of developed foreign countries.
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Common Stock. Common stock represents an equity (ownership) interest in a company, and usually possesses voting rights and earns
dividends. Common stockholders are not creditors of the company, but rather, upon liquidation of the company are entitled to their pro rata
share of the company’s assets after creditors and, if applicable, preferred stockholders are paid. Dividends on common stock are not fixed but
are declared at the discretion of the issuer. Common stock generally represents the riskiest investment in a company. In addition, common
stock generally has the greatest appreciation and depreciation potential because increases and decreases in earnings are usually reflected in a
company’s stock price.
Preferred Stock. The Fund may invest in convertible and non-convertible preferred stock. Preferred stock has a preference in liquidation
(and, generally dividends) over common stock but is subordinated in liquidation to debt. As a general rule the market value of preferred
stocks with fixed dividend rates and no conversion rights varies inversely with interest rates and perceived credit risk, with the price
determined by the dividend rate. Some preferred stocks are convertible into other securities, (for example, common stock) at a fixed price
and ratio or upon the occurrence of certain events. The market price of convertible preferred stocks generally reflects an element of
conversion value.
Risks of Preferred Stock. The fundamental risk of investing in preferred stock is the risk that the value of the stock might decrease. Stock
values fluctuate in response to the activities of an individual company or in response to general market and/or economic conditions. The
market value of all securities, including preferred stocks, is based upon the market’s perception of value and not necessarily the book value
of an issuer or other objective measures of a company’s worth.
Because many preferred stocks lack a fixed maturity date, these securities generally fluctuate substantially in value when interest rates
change; such fluctuations often exceed those of long-term bonds of the same issuer. Some preferred stocks pay an adjustable dividend that
may be based on an index, formula, auction procedure or other dividend rate reset mechanism. In the absence of credit deterioration,
adjustable rate preferred stocks tend to have more stable market values than fixed rate preferred stocks. All preferred stocks are also subject
to the same types of credit risks of the issuer as corporate bonds. In addition, because preferred stock is junior to debt securities and other
obligations of an issuer, deterioration in the credit rating of the issuer will cause greater changes in the value of a preferred stock than in a
more senior fixed income security with similar yield characteristics.
Convertible Securities. Convertible securities are fixed income securities, preferred stock or other securities that may be converted into or
exchanged for a given amount of common stock of the same or a different issuer during a specified period of time at a specified price or
formula. A convertible security entitles the holder to receive interest on debt or the dividend on preferred stock until the convertible security
matures or is redeemed, converted or exchanged. Before conversion, convertible securities ordinarily provide a stream of income with
generally higher yields than those of common stock of the same or similar issuers, but lower than the yield of non-convertible debt.
Convertible securities rank senior to common stock in a company’s capital structure but are usually subordinated to comparable nonconvertible securities. By investing in convertible securities, the investor obtains the right to benefit from the capital appreciation potential in
the underlying common stock upon the exercise of the conversion right, while earning higher current income than could be available if the
stock was purchased directly. In general, the value of a convertible security is the higher of its investment value (its value as a fixed income
security) and its conversion value (the value of the underlying shares of common stock if the security is converted).
Risks of Convertible Securities. The value of a convertible security generally increases when interest rates decline and generally decreases
when interest rates rise. The credit standing of the issuer and other factors also may have an effect on the convertible security’s investment
value. The conversion value of a convertible security is determined by the market price of the underlying common stock. If the conversion
value is low relative to the investment value, the price of the convertible security is governed principally by its investment value. Generally, a
convertible security’s conversion value decreases as the convertible security approaches maturity. To the extent the market price of the
underlying common stock approaches or exceeds the conversion price, the price of the convertible security will be increasingly influenced by
its conversion value. In addition, a convertible security generally will sell at a premium over its conversion value determined by the extent to
which investors place value on the right to acquire the underlying common stock.
Because convertible securities are typically issued by smaller capitalized companies whose stock price may be volatile, the price of a
convertible security may reflect variations in the price of the underlying common stock in a way that nonconvertible debt does not. Also,
while convertible securities generally have higher yields than common stock, they have lower yields than comparable non-convertible
securities and are subject to less fluctuation in value than the underlying stock since they have fixed income characteristics. A convertible
security may be subject to redemption at the option of the issuer at a price established in the convertible security’s governing instrument. If a
convertible security is called for redemption, the Fund will be required to permit the issuer to redeem the security, convert it into the
underlying common stock or sell it to a third party.
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The Fund is permitted to invest in securities with innovative structures, which have become more common in the convertible securities
market. These include “mandatory-conversion” securities, which consist of debt securities or preferred stocks that convert automatically into
equity securities of the same or a different issuer at a specified date and conversion ratio. Mandatory-conversion securities may limit the
potential for capital appreciation and, in some instances, are subject to complete loss of invested capital. Another example of innovative
convertible securities is “equity-linked” securities, which are securities or derivatives that may have fixed, variable, or no interest payments
prior to maturity; may convert (at the option of the holder or on a mandatory basis) into cash or a combination of cash and equity securities;
and may be structured to limit the potential for capital appreciation. Equity-linked securities may be illiquid and difficult to value and may be
subject to greater credit risk than that of other convertible securities.
B.

Depositary Receipts

American Depositary Receipts (“ADRs”) are securities, typically issued by a U.S. financial institution (a “depositary”), that evidence
ownership interests in a security or a pool of securities issued by a foreign issuer and deposited with the depositary. ADRs include American
Depositary Shares and New York Shares. European Depositary Receipts (“EDRs”), which are sometimes referred to as Continental
Depositary Receipts (“CDRs”), are securities, typically issued by a non-U.S. financial institution, that evidence ownership interests in a
security or a pool of securities issued by either a U.S. or foreign issuer. Global Depositary Receipts (“GDRs”) are issued globally and
evidence a similar ownership arrangement. Generally, ADRs are designed for trading in the U.S. securities markets, EDRs are designed for
trading in European securities markets and GDRs are designed for trading in non-U.S. securities markets.
Depositary receipt facilities may be established as either “unsponsored” or “sponsored.” While depositary receipts issued under these two
types of facilities are in some respects similar, there are distinctions between them relating to the rights and obligations of depositary receipt
holders and the practices of market participants. A depositary may establish an unsponsored facility without participation by (or even
necessarily the permission of) the issuer of the deposited securities, although typically the depositary requests a letter of non-objection from
such issuer prior to the establishment of the facility. Holders of unsponsored depositary receipts generally bear all the costs of such facility.
The depositary usually charges fees upon the deposit and withdrawal of the deposited securities, the conversion of dividends into U.S.
dollars, the disposition of non-cash distributions, and the performance of other services. The depositary of an unsponsored facility frequently
is under no obligation to pass through voting rights to depositary receipt holders in respect of the deposited securities. In addition, an
unsponsored facility is generally not obligated to distribute communications received from the issuer of the deposited securities or to disclose
material information about such issuer in the U.S. and there may not be a correlation between such information and the market value of the
depositary receipts.
Sponsored depositary receipt facilities are created in generally the same manner as unsponsored facilities, except that the issuer of the
deposited securities enters into a deposit agreement with the depositary. The deposit agreement sets out the rights and responsibilities of the
issuer, the depositary, and the depositary receipt holders. With sponsored facilities, the issuer of the deposited securities generally will bear
some of the costs relating to the facility (such as dividend payment fees of the depositary) although depositary receipt holders continue to
bear certain other costs (such as deposit and withdrawal fees). Under the terms of most sponsored arrangements, depositaries agree to
distribute notices of shareholder meetings and voting instructions, and to provide shareholder communications and other information to the
depositary receipt holders at the request of the issuer of the deposited securities.
Risks of Depositary Receipts. The depositary bank may not have physical custody of the underlying securities at all times and may charge
fees for various services, including forwarding dividends and interest and corporate actions. ADRs are alternatives to directly purchasing the
underlying foreign securities in their national markets and currencies. However, ADRs continue to be subject to many of the risks associated
with investing directly in foreign securities. These risks include foreign exchange risk as well as the political and economic risks of the
underlying issuer’s country. See “Equity Securities – Generally – Risks of Foreign Markets” and “Equity Securities – Generally – Risks of
Emerging Markets” for the risks of investing in foreign securities, generally.
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C.

Other Investment Companies

Generally. The Fund may invest in other investment companies to the extent permitted by the 1940 Act. The Fund may invest in closed-end
and open-end investment companies registered under the 1940 Act. Closed-end funds include business development companies (each a
“BDC”) and open-end funds include mutual funds and exchange traded funds (each an “ETF”). The Fund may hold interests in investment
companies that are not registered under the 1940 Act (each a “Private Fund”). Private Funds are typically organized as limited partnerships
or limited liability companies. See “Status and Taxation of the Fund” for information regarding tax-related limitations on the Fund’s
investments in Private Funds.
The Fund generally may purchase or redeem, without limitation, shares of any affiliated or unaffiliated money market mutual funds,
including unregistered money market funds, so long as the Fund does not pay a sales load or service fee in connection with the purchase, sale
or redemption or if such fees are paid, the Adviser waives its management fee in an amount necessary to offset the amounts paid.
With respect to other investments in investment companies, the 1940 Act generally limits the Fund from acquiring (i) more than 3% of the
total outstanding shares of another investment company; (ii) shares of another investment company having an aggregate value in excess of
5% of the value of the total assets of the Fund; or (iii) shares of another registered investment company and all other investment companies
having an aggregate value in excess of 10% of the value of the total assets of the Fund. While the Fund’s investments in Private Funds are
not subject to these limitations, the Fund will limit its investment in any one Private Fund to less than 5% of that Private Fund’s outstanding
voting securities.
Risks of Investment Companies. The 1940 Act and the Internal Revenue Code (“IRC”) impose numerous constraints on the operations of
registered investment companies. These restrictions may prohibit the Fund from making certain investment thus potentially limiting its
profitability. Moreover, in order to qualify for registered investment company tax treatment under subchapter M of the registered investment
company (“RIC”) (e.g. to be treated as a corporation for tax purposes and to pass through income and capital gains to investors), a registered
investment company must satisfy source-of-income, asset diversification and other requirements. The failure to comply with these provisions
in a timely manner may prevent qualification as a registered investment company thus requiring the investment company to pay unexpected
taxes and penalties, which could be material.
When the Fund invests in another investment company, the Fund indirectly will bear its proportionate share of any fees and expenses payable
directly by the underlying fund. Therefore, the Fund will incur higher expenses, many of which may be duplicative to those paid the Fund. In
addition, the Fund may be affected by losses of the underlying funds and the level of risk arising from the investment practices of the
underlying funds (such as the use of leverage by the funds). The Fund has no control over the investments and related risks taken by the
underlying funds in which it invests. Other investment companies may charge fees if interests are redeemed within a certain period of time.
Risks of Private Funds. An investor in Private Funds will not have the benefit of protections afforded by the 1940 Act to investors in
registered investment companies. Neither the Adviser nor any Sub-Adviser will have control of, or have the ability to exercise influence
over, the trading policies or strategies of a Private Fund. A Private Fund’s investment strategies may evolve over time in response to
fluctuating market conditions without notice to investors. In addition to its own expenses, the Fund will also bear its allocable share of the
costs and expenses of each Private Fund, including its allocable share of the management and incentive compensation paid to a Private
Fund’s investment manager. As a result, the Fund’s investments in Private Funds may result in the Fund paying higher expenses than other
funds with similar investment objectives and strategies or if it invested directly in the securities held by the Private Funds. The Fund’s
interests in Private Funds are illiquid and subject to substantial restrictions on transferability. The Fund may not be able to acquire initial
interests (or additional interests) in a Private Fund or withdraw all or a portion of its investment from a Private Fund promptly after it has
made a decision to do so because of limitations set forth in that fund’s governing documents (or in such negotiated “side letter” or similar
arrangement as the Adviser or Sub-Adviser may be able to negotiate on behalf of the Fund). Private Funds typically provide limited portfolio
information. This may result in a Private Fund using investment strategies that are not fully disclosed to the Adviser or Sub-Advisers. Absent
the availability of strategy and investment details, the Fund may not be in a position to timely liquidate interests in a Private Fund as changes
to the Private Fund strategies and investments evolve over time. Market quotations for Private Funds are not readily available and, therefore,
the value of the Fund’s investment in a Private Fund will be valued at fair value pursuant to procedures approved by the Board. Given the
subjectivity inherent in fair valuation and the limited portfolio information typically available from a Private Fund, the price at which the
Fund values its interest in the Fund may differ from any periodic valuation of the Fund’s interest provided by the Private Fund and the price
at which the Fund ultimately sells its interest in the Private Fund.
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Closed-End Funds. Closed-end funds are investment companies that typically issue a fixed number of shares that trade on a securities
exchange or over-the-counter. BDCs are publicly-traded closed-end funds that seek capital appreciation and income by investing in smaller
companies during their initial or growth stages of development. The net asset value per share of a closed-end fund will fluctuate depending
upon the performance of the securities held by the fund. A closed-end fund is not required to buy its shares back from investors upon request.
Mutual Funds. Mutual funds are open-end investment companies and issue new shares continuously and redeem shares daily at their net
asset value. The net asset value per share of an open-end fund will fluctuate daily depending upon the performance of the securities held by
the fund.
Exchange-Traded Funds. ETFs are open-end investment companies that continuously issue shares that are bought and sold on a national
securities exchange. Many ETFs seek to replicate a specific benchmark index. However, an ETF may not fully replicate the performance of
its benchmark index for many reasons, including because of the temporary unavailability of certain index securities in the secondary market
or discrepancies between the ETF and the index with respect to the weighting of securities or the number of stocks held. The net asset value
of an ETF can fluctuate up or down due to changes in the market value of the securities owned by the fund. ETF shares are only redeemable
from the fund in large blocks.
Risks of Closed-end Funds and ETFs. In addition to risks generally associated with investments in investment company securities, ETFs and
closed-end funds are subject to the following risks that do not apply to traditional mutual funds: (1) shares may trade at a market price that is
above or below its net asset value; (2) an active trading market for shares may not develop or be maintained; (3) the ETF or closed-end fund
may employ an investment strategy that utilizes high leverage ratios; or (4) trading of shares may be halted if the listing exchange’s officials
deem such action appropriate, the shares are de-listed from the exchange, or the activation of market-wide “circuit breakers” (which are tied
to large decreases in stock prices) halts stock trading generally.
D.

Real Estate and Real Estate Investment Trusts (“REITs”)

A REIT is a corporation or business trust that invests substantially all of its assets in income producing real estate or real estate related loans
or interests. Equity REITs are those which purchase or lease land and buildings and generate income primarily from rental income. Equity
REITs may also realize capital gains (or losses) when selling property that has appreciated (or depreciated) in value. Mortgage REITs invest
in real estate mortgage securities and derive income primarily from interest payments. Hybrid REITs have characteristics of both Equity
REITs and Mortgage REITs.
Risks of REITs. Equity REITs may be affected by changes in the value of the underlying property owned by the REITs, while mortgage
REITs may be affected by the quality and maturity of any credit extended. REITs are dependent upon management skills, are not diversified,
are subject to heavy cash flow dependency, default by borrowers and self-liquidation. REITs are also subject to the possibilities of failing to
qualify for tax-free pass-through of income under the U.S. Internal Revenue Code and failing to maintain their exemptions from registration
under the 1940 Act. REITs (especially mortgage REITs) are also subject to interest rate risks. When interest rates decline, the value of a
REIT’s investment in fixed rate obligations can be expected to rise. Conversely, when interest rates rise, the value of a REIT’s investment in
fixed rate obligations can be expected to decline. In contrast, as interest rates on adjustable rate mortgage loans are reset periodically, yields
on a REIT’s investment in such loans will gradually align to reflect changes in market interest rates, causing the value of such investments to
fluctuate less dramatically in response to interest rate fluctuations than would investments in fixed rate obligations.
Mortgage REITs are subject to certain additional risks. Rising interest rates tend to extend the duration of the mortgage securities in which
they invest, making them more sensitive to changes in interest rates. As a result, in a period of rising interest rates, these securities may
exhibit additional volatility. In addition, mortgage securities are subject to prepayment risk, which is the risk that when interest rates decline
or are low but are expected to rise, borrowers may pay off their debts sooner than expected. This can reduce the returns of Mortgage REITs
because the Fund will have to reinvest such prepaid funds at the lower prevailing interest rates. Mortgage securities are also subject to risk of
default on the underlying mortgage or assets, particularly during periods of economic downturn.
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Investing in REITs involves risks similar to those associated with investing in small capitalization companies. REITs may have limited
financial resources, may trade less frequently and in a limited volume and may be subject to more abrupt or erratic price movements than
larger company securities.
E.

MLPs

MLPs are publicly traded partnerships that predominately operate, or directly or indirectly own, energy-related assets. The Fund’s investment
in equity interests of MLPs may include both general partnership interests and limited partnership interests of MLPs. Not all publicly traded
partnerships are considered MLPs. Limited Partnerships that are not MLPs are publicly traded partnerships that do not meet the
qualifications contained in Section 7704 of the Internal Revenue Code of 1986, as amended
MLP Risk. MLPs are subject to many risks, including those that differ from the risks involved in an investment in the common stock of a
corporation. Holders of MLP units have limited control and voting rights on matters affecting the partnership and are exposed to a possibility
of liability for all of the obligations of that MLP. Holders of MLP units are also exposed to the risk that they will be required to repay
amounts to the MLP that are wrongfully distributed to them. In addition, the value of the Fund’s investment in an MLP will depend largely
on the MLP’s treatment as a partnership for U.S. federal income tax purposes. Furthermore, MLP interests may not be as liquid as other more
commonly traded equity securities. In addition, MLPs have relatively high distribution rates compared to corporate securities. The
characterization of these distributions as either long-term capital gains or as some other type of return may not be ascertainable until the end
of a taxable year and may complicate the calculation of the Funds’ and shareholders’ taxes. Due to the Fund’s investment in MLPs and other
securities of companies principally engaged in activities in the energy industry, the Fund’s performance could be affected by the overall
condition of the energy industry. Companies in the energy industry are subject to many risks that can negatively impact the revenues and
viability of companies in this industry. These risks include, but are not limited to, commodity price volatility risk, supply and demand risk,
reserve and depletion risk, operations risk, political risk, regulatory risk, environmental risk, terrorism risk and the risk of natural disasters.
F.

Fixed Income Securities

Generally. The Fund may invest in mortgage-backed securities (including collateralized mortgage obligations of U.S. issuers), asset-back
securities, municipal securities and corporate debt securities of U.S. and foreign issuers; commercial paper, zero coupon securities, loan
participations and inflation-index securities of U.S. issuers, U.S. Government Securities, foreign government securities, U.S. short-term
money market instruments, foreign government securities.
Yields on fixed income securities, including municipal securities, are dependent on a variety of factors, including the general conditions of
the fixed income securities markets, the size of a particular offering, the maturity of the obligation and the rating of the issue. Fixed income
securities with longer maturities tend to produce higher yields and are generally subject to greater price movements than obligations with
shorter maturities. A portion of the municipal securities held by the Fund may be supported by credit and liquidity enhancements such as
letters of credit (which are not covered by federal deposit insurance) or puts or demand features of third party financial institutions, general
domestic and foreign banks.
Risks of Fixed Income Securities. Investments in fixed income securities are subject to the following risks:
Credit Risk. Changes in the ability of an issuer to make payments of interest and principal and in the markets’ perception of an issuer’s
creditworthiness will also affect the market value of that issuer’s debt securities. The financial condition of an issuer of a fixed income
security held by the Fund may cause it to default on interest or principal payments due on a security. This risk generally increases as security
credit ratings fall.
Interest Rate Risk. The market value of the interest-bearing debt securities held by the Fund will be affected by changes in interest rates.
There is normally an inverse relationship between the market value of securities sensitive to prevailing interest rates and actual changes in
interest rates. The longer the remaining maturity (and duration) of a security, the more sensitive the security is to changes in interest rates. All
fixed income securities, including U.S. Government Securities, can change in value when there is a change in interest rates. As a result, an
investment in the Fund is subject to risk even if all fixed income securities in the Fund’s investment portfolio are paid in full at maturity.
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Pre-Payment and Extension Risk. Certain fixed income securities may be subject to extension risk, which refers to the change in total return
on a security resulting from an extension or abbreviation of the security’s maturity. Issuers may prepay fixed rate securities when interest
rates fall, forcing the Fund to invest in securities with lower interest rates. Issuers’ fixed income securities are also subject to the provisions
of bankruptcy, insolvency and other laws affecting the rights and remedies of creditors that may restrict the ability of the issuer to pay, when
due, the principal of and interest on its debt securities. The possibility exists therefore, that, as a result of bankruptcy, litigation or other
conditions, the ability of an issuer to pay, when due, the principal of and interest on its debt securities may become impaired.
See “Equity Securities – Generally – Risks of Foreign Markets” and “Equity Securities – Generally – Risks of Emerging Markets” for the
risks of investing in foreign securities, generally.
Credit Quality. The Fund may invest in investment grade fixed income securities. Fixed income securities are considered to be of investment
grade quality if they are rated “Baa” or higher by Moody’s Investor Service, Inc. (“Moody’s”) or “BBB” or higher by Standard & Poors
Corporation (“S&P”), or are unrated and are deemed to be of comparable quality by the Adviser or a Sub-Adviser (“Investment Grade
Securities”), at the time of purchase. The Fund may also purchase fixed income securities that are not Investment Grade Securities otherwise
known as “Junk Bonds”.
The Fund may retain securities whose rating has been lowered below investment grade (or that are unrated and determined by the Adviser or
a Sub-Adviser to be of comparable quality to securities whose rating has been lowered below investment grade) if the Adviser or a SubAdviser determines that retaining such security is in the best interests of the Fund. Because a downgrade often results in a reduction in the
market price of the security, the sale of a downgraded security may result in a loss.
Moody’s, S&P and other nationally recognized statistical rating organizations (“NRSROs”) are private services that provide ratings of the
credit quality of debt obligations, including convertible securities, and preferred stock. A description of the range of ratings assigned to
various types of bonds and other securities by several NRSROs is included in Appendix A to this SAI. The Fund may use these ratings to
determine whether to purchase, sell or hold a security. Ratings are general and are not absolute standards of quality. Securities with the same
maturity, interest rate and rating may have different market prices. To the extent that the ratings given by an NRSRO may change as a result
of changes in such organizations or their rating systems, the Adviser or a Sub-Adviser will attempt to substitute comparable ratings. Credit
ratings attempt to evaluate the safety of principal and interest payments and do not evaluate the risks of fluctuations in market value. Also,
rating agencies may fail to make timely changes in credit ratings. An issuer’s current financial condition may be better or worse than a rating
indicates.
Junk bonds generally offer a higher current yield than that available for investment grade issues. However, below investment grade debt
securities involve higher risks, in that they are especially subject to adverse changes in general economic conditions and in the industries in
which the issuers are engaged, to changes in the financial condition of the issuers, and to price fluctuations in response to changes in interest
rates. During periods of economic downturn or rising interest rates, highly leveraged issuers may experience financial stress that could
adversely affect their ability to make payments of interest and principal and increase the possibility of default. At times in recent years, the
prices of many below investment grade debt securities declined substantially, reflecting an expectation that many issuers of such securities
might experience financial difficulties. As a result, the yields on below investment grade debt securities rose dramatically, reflecting the risk
that holders of such securities could lose a substantial portion of their value as a result of the issuers’ financial restructuring or default. There
can be no assurance that such price declines will not recur. The market for below investment grade debt issues generally is thinner and less
active than that for higher quality securities, which may limit the Fund’s ability to sell such securities at fair value in response to changes in
the economy or financial markets. Adverse publicity and investor perceptions, whether based on fundamental analysis, may also decrease the
values and liquidity of below investment grade debt securities, especially in a thinly traded market. Changes in the rating of a fixed income
security by recognized rating services may affect the value of these investments. The Fund will not necessarily dispose of a security when its
rating is reduced below its rating at the time of purchase. However, the Adviser or a Sub-Adviser will monitor the investment to determine
whether continued investment in the security will assist in meeting the Fund’s investment objective.
U.S. Government Securities. The Fund may invest in U.S. Government Securities. U.S. Government Securities include securities which are
issued or guaranteed by the United States Treasury, by various agencies of the United States Government, and by various instrumentalities
which have been established or sponsored by the United States Government. U.S. Treasury obligations are backed by the “full faith and
credit” of the United States Government. U.S. Treasury obligations include Treasury bills, Treasury notes, and Treasury bonds. U.S. Treasury
obligations also include the separate principal and interest components of U.S. Treasury obligations which are traded under the Separate
Trading of Registered Interest and Principal of Securities (“STRIPS”) program.
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Agencies or instrumentalities established by the United States Government include the Federal Home Loan Banks, the Federal Land Bank,
the Government National Mortgage Association, the Federal National Mortgage Association, the Federal Home Loan Mortgage Corporation,
the Student Loan Marketing Association, the Small Business Administration, the Bank for Cooperatives, the Federal Intermediate Credit
Bank, the Federal Financing Bank, the Federal Farm Credit Banks, the Federal Agricultural Mortgage Corporation, the Resolution Funding
Corporation, the Financing Corporation of America and the Tennessee Valley Authority. Some of these securities are supported by the full
faith and credit of the United States Government while others are supported only by the credit of the agency or instrumentality, which may
include the right of the issuer to borrow from the United States Treasury. In the case of securities not backed by the full faith and credit of the
United States, the investor must look principally to the agency issuing or guaranteeing the obligation for ultimate repayment, and may not be
able to assert a claim against the United States in the event the agency or instrumentality does not meet its commitments. Shares of the Fund
are not guaranteed or backed by the United States Government.
When a U.S. Treasury notes or bond is “stripped”, each interest payment provided for by the note or bond and the principal due on the bond
or note at maturity trade as separate securities. Its value to an investor consists of the difference between its face value at the time of maturity
and the price for which it was acquired, which is generally an amount significantly less than its face value. Investing in STRIPS may help to
preserve capital during periods of declining interest rates.
Since STRIPS do not entitle the holder to any periodic payments of interest prior to maturity, such securities usually trade at a deep discount
from their face or par value and will be subject to greater fluctuations of market value in response to changing interest rates than fixed
income obligations of comparable maturities which make periodic distributions of interest. On the other hand, because there are no periodic
interest payments to be reinvested prior to maturity, STRIPS eliminate the reinvestment risk and lock in a rate of return to maturity. Current
federal tax law requires that a holder of a STRIP security accrue a portion of the discount at which the security was purchased as income
each year even though the holder received no interest payment in cash on the security during the year.
Commercial Paper. Commercial paper consists of short-term (usually from one to two hundred seventy days) unsecured promissory notes
issued by corporations in order to finance their current operations. Certain notes may have floating or variable rates. Unless deemed liquid by
the Adviser or a Sub-Adviser, variable and floating rate notes with a demand notice period exceeding seven days generally are considered
illiquid and, therefore, subject to the Trust’s prohibition on illiquid investments (see “Investment Limitations” below).
Repurchase Agreements. The Fund may enter into repurchase agreements which are transactions in which the Fund purchases a security and
simultaneously agrees to resell that security to the seller at an agreed upon price on an agreed upon future date, normally, one to seven days
later. If the Fund enters into a repurchase agreement, it will maintain possession of the purchased securities and any underlying collateral. For
purposes of the 1940 Act, a repurchase agreement is deemed to be a loan from the Fund to the seller of the U.S. government security subject
to the repurchase agreement. Repurchase agreements are not considered to be the making of loans for purposes of the Fund’s fundamental
investment limitations.
Repurchase transactions also involve credit risk. Credit risk is the risk that a counter-party to a transaction will be unable to honor its
financial obligation. In the event that bankruptcy, insolvency or similar proceedings are commenced against a counterparty, the Fund may
have difficulties in exercising its rights to the underlying securities or currencies, as applicable. The Fund may incur costs and expensive time
delays in disposing of the underlying securities and it may suffer a loss of principal or a decline in interest payments regarding affected
securities. Failure by the other party to deliver a security or currency purchased by the Fund may result in a missed opportunity to make an
alternative investment. Favorable insolvency laws that allow the Fund, among other things, to liquidate the collateral held in the event of the
bankruptcy of the counter-party reduce counter-party insolvency risk.
G.

Rights and Warrants to Purchase Securities

A right is a privilege granted to existing shareholders of a corporation to subscribe for shares of a new issue of common stock before it is
issued. Rights normally have a short life, usually two to four weeks, are freely transferable and entitle the holder to buy the new common
stock at a lower price than the public offering price. Warrants are securities that are usually issued together with a debt security or preferred
stock and that give the holder the right to buy a proportionate amount of common stock at a specified price. Warrants are freely transferable
and are often traded on major exchanges. Unlike rights, warrants normally have a life that is measured in years and entitle the holder to buy
common stock of a company at a price that is usually higher than the market price at the time the warrant is issued. Corporations often issue
warrants to make the accompanying debt security more attractive.
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Risks of Warrants and Rights. Warrants and rights may entail greater risks than certain other types of investments. Generally, rights and
warrants do not carry the right to receive dividends or exercise voting rights with respect to the underlying securities, and they do not
represent any rights in the assets of the issuer. In addition, their value does not necessarily change with the value of the underlying securities,
and they cease to have value if they are not exercised on or before their expiration date. If the market price of the underlying stock does not
exceed the exercise price during the life of the warrant or right, the warrant or right will expire worthless. Rights and warrants may increase
the potential profit or loss to be realized from the investment as compared with investing the same amount in the underlying securities.
Similarly, the percentage increase or decrease in the value of an equity security warrant may be greater than the percentage increase or
decrease in the value of the underlying common stock.
Warrants may relate to the purchase of equity or debt securities. Debt obligations with warrants attached to purchase equity securities have
many characteristics of convertible securities and their prices may, to some degree, reflect the performance of the underlying stock. Debt
obligations also may be issued with warrants attached to purchase additional debt securities at the same coupon rate. A decline in interest
rates would permit the Fund to sell such warrants at a profit. If interest rates rise, these warrants would generally expire with no value.
H.

Repurchase Agreements

For the purposes of maintaining liquidity and achieving income, the Fund may enter into repurchase agreements with domestic commercial
banks or registered broker/dealers. A repurchase agreement is a contract under which a Fund would acquire a security for a relatively short
period (usually not more than one week) subject to the obligation of the seller to repurchase and the Fund to resell such security at a fixed
time and price (representing the Fund’s cost plus interest). In the case of repurchase agreements with broker-dealers, the value of the
underlying securities (or collateral) will be at least equal at all times to the total amount of the repurchase obligation, including the interest
factor.
Risks of Repurchase Agreements. The Fund bears a risk of loss in the event that the other party to a repurchase agreement defaults on its
obligations and the Fund is delayed or prevented from exercising its rights to dispose of the collateral securities. This risk includes the risk of
procedural costs or delays in addition to a loss on the securities if their value should fall below their repurchase price. The Adviser or a SubAdviser will monitor the creditworthiness of the counterparties.
I.

Cyber Security Risk

Risks of Cyber Security. With the increased use of technologies such as the Internet and the dependence on computer systems to perform
necessary business functions, investment companies (such as the Fund) and their service providers (including the Adviser and the SubAdvisers) may be prone to operational and information security risks resulting from cyber-attacks and/or other technological malfunctions. In
general, cyber-attacks are deliberate, but unintentional events may have similar effects. Cyber-attacks include, among others, stealing or
corrupting data maintained online or digitally, preventing legitimate users from accessing information or services on a website, releasing
confidential information without authorization, and causing operational disruption. Successful cyber-attacks against, or security breakdowns
of, the Fund, the Adviser, a Sub-Adviser, or a custodian, transfer agent, or other affiliated or third-party service provider may adversely affect
the Fund or its shareholders. For instance, cyber-attacks may interfere with the processing of shareholder transactions, affect the Fund’s
ability to calculate its NAV, cause the release of private shareholder information or confidential Fund information, impede trading, cause
reputational damage, and subject the Fund to regulatory fines, penalties or financial losses, reimbursement or other compensation costs, and
additional compliance costs. While the Adviser and each Sub-Adviser have established business continuity plans and systems designed to
prevent cyber-attacks, there are inherent limitations in such plans and systems including the possibility that certain risks have not been
identified. Similar types of cyber security risks also are present for issuers of securities in which the Fund invests, which could result in
material adverse consequences for such issuers, and may cause the Fund’s investment in such securities to lose value.
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J.

Market Events

Risks of Market Events. U.S. and international markets have from time to time experienced significant volatility. The fixed income markets
have experienced substantially lower valuations, reduced liquidity, price volatility, credit downgrades, increased likelihood of default and
valuation difficulties. Concerns have spread to domestic and international equity markets. In some cases, the stock prices of individual
companies have been negatively affected even though there may be little or no apparent degradation in the financial conditions or prospects
of that company. Continued volatility, may have adverse effects on the Fund and the risks discussed below may be increased.
K.

Temporary Defensive Position

From time to time, the Fund may take temporary defensive positions that are inconsistent with the Fund’s principal investment strategies, in
attempting to respond to adverse market, economic, political or other conditions. For example, the Fund may hold all or a portion of its assets
in cash, money market mutual funds, investment grade short-term money market instruments, U.S. Government and agency securities,
commercial paper, certificates of deposit, repurchase agreements and other cash equivalents. The Fund also may invest in such instruments at
any time to maintain liquidity or pending selection of investments in accordance with its investment strategies.
Risks of Temporary Defensive Positions. As a result of engaging in these temporary measures, the Fund may not achieve its investment
objective and may miss out on investment opportunities.
INVESTMENT LIMITATIONS
A.

Fundamental Limitations

The investment limitations described below have been adopted by the Trust with respect to the Fund and are fundamental (“Fundamental”),
i.e., they may not be changed without the affirmative vote of a majority of the outstanding shares of the Fund. As used in the Prospectus and
this SAI, the term “majority of the outstanding shares” of the Fund means the lesser of (1) 67% or more of the outstanding shares of the Fund
present at a meeting, if the holders of more than 50% of the outstanding shares of the Fund are present or represented at such meeting; or (2)
more than 50% of the outstanding shares of the Fund. Other investment practices which may be changed by the Board without the approval
of shareholders to the extent permitted by applicable law, regulation or regulatory policy are considered non-fundamental (“NonFundamental”).
Borrowing Money. The Fund will not borrow money, except (a) from a bank, provided that immediately after such borrowing there is an
asset coverage of 300% for all borrowings of the Fund; or (b) from a bank or other persons for temporary purposes only, provided that such
temporary borrowings are in an amount not exceeding 5% of the Fund’s total assets at the time when the borrowing is made. This limitation
does not preclude the Fund from entering into reverse repurchase transactions, provided that the Fund has an asset coverage of 300% for all
borrowings and repurchase commitments of the Fund pursuant to reverse repurchase transactions.
Senior Securities. The Fund will not issue senior securities. This limitation is not applicable to activities that may be deemed to involve the
issuance or sale of a senior security by the Fund, provided that the Fund’s engagement in such activities is consistent with or permitted by the
1940 Act, the rules and regulations promulgated thereunder or interpretations of the SEC or its staff.
Underwriting. The Fund will not act as underwriter of securities issued by other persons. This limitation is not applicable to the extent that,
in connection with the disposition of portfolio securities (including restricted securities), the Fund may be deemed an underwriter under
certain federal securities laws.
Real Estate. The Fund will not purchase or sell real estate. This limitation is not applicable to investments in marketable securities which are
secured by or represent interests in real estate. This limitation does not preclude the Fund from investing in mortgage-related securities or
investing in companies engaged in the real estate business or that have a significant portion of their assets in real estate (including REITs).
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Commodities. The Fund will not purchase or sell commodities unless acquired as a result of ownership of securities or other investments.
This limitation does not preclude the Fund from purchasing or selling options or futures contracts, including commodities futures contracts,
from investing in securities or other instruments backed by commodities or from investing in companies which are engaged in a commodities
business or have a significant portion of their assets in commodities.
Loans. The Fund will not make loans to other persons, except (a) by loaning portfolio securities, (b) by engaging in repurchase agreements,
dollar rolls and similar transactions consistent with applicable law, or (c) by purchasing non-publicly offered debt securities. For purposes of
this limitation, the term “loans” shall not include the purchase of a portion of an issue of publicly distributed bonds, debentures or other
securities.
Concentration. The Fund may not invest in a security if, as a result of such investment, more than 25% of its net assets (taken at market
value at the time of such investment) would be invested in the securities of issuers in any particular “industry,” as the term is used in the 1940
Act, as interpreted, modified or otherwise permitted from time to time by regulatory authority having jurisdiction. This restriction does not
apply to securities issued or guaranteed by the U.S. Government or its agencies or instrumentalities (or repurchase agreements with respect
thereto).
Illiquid Securities. The Fund will not invest greater than 15% of its net assets in illiquid or restricted securities
With respect to the percentages adopted by the Trust as maximum limitations on the Fund’s investment policies and limitations, an excess
amount above the fixed percentage will not be a violation of the policy or limitation unless the excess amount results immediately and
directly from the acquisition of any security or the action taken. This paragraph does not apply to the borrowing policy set forth above.
If the Fund’s borrowings exceed one-third of its total assets (including the amount borrowed) less liabilities (other than borrowings), such
borrowings will be reduced within three days, (not including Sundays and holidays) or such longer period as may be permitted by the 1940
Act, to the extent necessary to comply with the one-third limitation.
Notwithstanding any of the foregoing limitations, any investment company, whether organized as a trust, association or corporation, or a
personal holding company, may be merged or consolidated with or acquired by the Trust, provided that if such merger, consolidation or
acquisition results in an investment in the securities of any issuer prohibited by said paragraphs, the Trust shall, within ninety days after the
consummation of such merger, consolidation or acquisition, dispose of all of the securities of such issuer so acquired or such portion thereof
as shall bring the total investment therein within the limitations imposed by said paragraphs above as of the date of consummation.
INVESTMENT MANAGEMENT
A.

General Information

Cornerstone Capital, Inc. (the “Adviser” or “Cornerstone”), a registered investment adviser located at 550 Fifth Avenue, 11th Floor, New
York, NY 10036, serves as investment adviser to the Fund. Founded in 2014, the Adviser provides advisement services to a variety of
charitable organizations, foundations, endowments trusts, family offices, high net worth individuals, and other investment advisors.
B.

Investment Advisory Agreement

Under the terms of the Investment Advisory Agreement with the Trust, the Adviser is primarily responsible for managing the Fund’s
investments and providing a continuous investment program for the Fund, subject to the supervision of the Board. The Fund pays the
Adviser a fee computed and accrued daily and paid monthly at an annual rate of 1.00% of average daily net assets of the Fund. The fee, if not
waived, is assessed to the Fund based on average daily net assets for the prior month.
The Adviser is controlled by and primarily owned by Erika Karp. All other owners of the Adviser own less than 25% of the Adviser’s
outstanding equity securities and voting rights.
The Adviser has contractually agreed to waive its management fee and/or reimburse expenses so that total annual operating expenses for the
Fund (excluding (i) interest; (ii) taxes; (iii) brokerage fees and commissions; (iv) other extraordinary expenses not incurred in the ordinary
course of the Fund’s business; (v) dividend expense on short sales; and (vi) indirect expenses such as acquired fund fees and expenses) do
not exceed 1.35% of the Fund’s average daily net assets through December 31, 2022 (the “Expense Limitation”). The Expense Limitation is
expected to roll over from year to year thereafter. During any fiscal year that the Investment Advisory Agreement between the Adviser and
Trust is in effect, the Adviser may recoup the sum of all fees previously waived or expenses reimbursed, less any reimbursement previously
paid, provided that the Adviser is only permitted to recoup fees or expenses within 36 months from the date the fee waiver or expense
reimbursement first occurred and provided further that such recoupment can be achieved within the Expense Limitation Agreement currently
in effect and the Expense Limitation Agreement in place when the waiver/reimbursement occurred. This Expense Limitation Agreement may
not be terminated by the Adviser prior to its expiration date, but the Board may terminate such agreement at any time. The Expense
Limitation Agreement terminates automatically upon the termination of the Advisory Agreement with the Adviser.
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The Investment Advisory Agreement between the Trust and the Adviser was approved by the Board, including a majority of Trustees who
are not “interested persons” of the Trust, as that term is defined under the 1940 Act, or interested parties to the Agreement (collectively, the
“Independent Trustees” and, each an “Independent Trustee”), at an in-person meeting held on September 9 and 10, 2019. A discussion of the
factors that the Board considered in approving the Investment Advisory Agreement will be included in the Fund’s semi-annual report to
shareholders for the fiscal period ending February 28, 2020.
C.

Investment Sub-Advisory Agreements and Fees

Subject to the overall policies, direction and review of the Board and to the instructions and supervision of the Adviser, the Sub-Advisers
manage the investment and reinvestment of the assets of the Fund in accordance with such investment strategies and within such guidelines
and limitations as the Adviser and Sub-Adviser agree from time to time. The Sub-Advisers formulate and implement a continuous
investment program for the portion of the Fund’s assets allocated to the Sub-Adviser by the Adviser from time to time (the “Sub-Advised
Portion”), which may consist of all, a portion, or none of the Fund’s assets. The Sub-Advisers also determine the securities, cash and other
financial instruments to be purchased, retained or sold for the Sub-Advised Portion in a manner consistent with (i) the Fund’s investment
strategy, (ii) the investment policies and restrictions of the Fund as set forth in the Fund’s prospectus and statement of additional information,
(iii) the Trust Agreement as may be amended or supplemented from time to time and (iv) any written instructions or policies which the Board
or the Adviser may deliver to the Sub-Adviser. The Adviser oversees, monitors and reviews the Sub-Advisers and their performance and
their compliance with the Fund’s investment policies and restrictions.
Because each Sub-Adviser manages its portion of the Fund independently from the others, the same security may be held in two or more
different portions of the Fund or may be acquired for one portion at a time when a Sub-Adviser of another portion deems it appropriate to
dispose of the security from that other portion. Similarly, under some market conditions, one or more of the Sub-Advisers may believe that
temporary, defensive investments in short-term instruments or cash are appropriate when another Sub-Adviser or Sub-Advisers believe
continued exposure to the broader securities market is appropriate. Because each Sub-Adviser directs the trading for its allocated portion of
Fund assets and does not aggregate its transactions with those of the other Sub-Advisers, the Fund may incur higher brokerage costs than
would be the case if a single adviser or Sub-Adviser were managing the Fund.
The current Sub-Advisers to the Fund, their ownership and control information and fees are set forth below.
Ark Investment Management
Ark Investment Management, LLC (“Ark”) is located at 3 E. 28th Street, Floor 7, New York, NY 10016 and is controlled by Ark Investment
Management LP. Ark receives a fee paid by Cornerstone based on the average daily net assets assigned to the sleeve that Ark manages,
computed daily and payable monthly, at an annual rate of 0.45%.
Green Alpha Advisors
Green Alpha Advisors, LLC (“Green Alpha”) is located at 263 2nd Ave, Suite 106B, Niwot, CO 80544 and is controlled by a variety of
parties, none of which hold 25% or more of Green Alpha. Green Alpha receives a fee paid by Cornerstone based on the average daily net
assets assigned to the sleeve that Green Alpha manages, computed daily and payable monthly, at an annual rate of 0.40%.
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KBI Global Investors
KBI Global Investors (North America) LTD (“KBI”) is located at 3rd Floor, 2 Harbourmaster Place, IFSC, Dublin 1 and is controlled by KBI
Global Investors Limited. KBI receives a fee paid by Cornerstone based on the average daily net assets assigned to the sleeve that KBI
manages, computed daily and payable monthly, at an annual rate of 0.45%.
RBC Global Asset Management
RBC Global Asset Management (U.S.) Inc. (“RBC”) is located at 50 South Sixth Street, Suite 2350, Minneapolis, MN 55402 and is
controlled by RBC USA Holdco Corporation. RBC receives a fee paid by Cornerstone based on the average daily net assets assigned to the
sleeve that RBC manages, computed daily and payable monthly, at an annual rate of 0.45%.
Schroders
Schroder Investment Management North America Inc. (“Schroders”) is located at 7 Bryant Park, 19th Floor, New York, NY 10018 and is
controlled by Schroder US Holdings Inc. Schroders receives a fee paid by Cornerstone based on the average daily net assets assigned to the
sleeve that Schroders manages, computed daily and payable monthly, at an annual rate of 0.45%.
Schroder Ltd
Schroder Investment Management North America Ltd (“Schroders Ltd”) is located at 1 London Wall Place, London, EC2Y 5AU and
is controlled by Schroder Investment Management Ltd. Schroders Ltd is a wholly owned subsidiary of the parent company of
Schroders, and is allocated a portion of Schroders' investment advisory fee by Schroders.
Pursuant to the sub-advisory agreements with each of the Sub-Advisers (the “Sub-Advisory Agreements”), the fees payable to a Sub-Adviser
with respect to the Fund are paid exclusively by the Adviser and not directly by the Fund. The Sub-Advisers are independent contractors, and
may act as investment advisers to other clients. The Adviser may retain one or more other Sub-Advisers with respect to any portion of the
assets of the Fund.
Each Sub-Advisory Agreement will continue in force for an initial period of two years, and then from year to year with respect to the Fund
so long as it is specifically approved by the Board at least annually in the manner required by the 1940 Act. As the Fund is newly formed,
there are not yet any sub-advisory fees to report.
D.

Payments to Financial Institutions

The Adviser may pay certain financial institutions (which may include banks, broker-dealers and other industry professionals) a fee for
providing distribution related services and/or for performing certain administrative servicing functions for Fund shareholders to the extent
these institutions are allowed to do so by applicable statute, rule or regulation. These financial institutions may charge their customers fees
for offering these services to the extent permitted by applicable regulatory authorities, and the overall return to those shareholders availing
themselves of these services will be lower than to those shareholders who do not. The Fund may from time to time purchase securities issued
by financial institutions that provide such services; however, in selecting investments for the Fund, no preference will be shown for such
securities.
E.

The Portfolio Managers

Other Accounts Managed By Portfolio Managers. The table below identifies the number of accounts managed (excluding the Fund) and
the total assets in such accounts, within each of the following categories: registered investment companies, other pooled investment vehicles
and other accounts. Information in the table is shown as of June 30, 2019. Asset amounts are approximate and have been rounded.
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Team Member

Registered Investment
Companies

Pooled Investment Vehicles

Other Accounts

Number

Market Value

Number

Market Value

Number

Market Value

Jennifer Leonard
Erika Karp
Garvin Jabusch
Jeremy Deems
Catherine Cahill
Matthew Sheldon
Habib Subjally

0
0
1
1
9
9
13

$0
$0
$53.44m
$53.44m
$249.9m
$249.9m
$6.743b

0
0
0
0
5
5
0

$0
$0
$0
$0
$910.9m
$910.9m
$0

0
0
214
214
2
2
4

$0
$0
$121.1m
$121.1m
$24.8m
$24.8m
$1.037b

Catherine Wood
Katherine Davidson
Charles Somers

9
0
0

$2.99b
$0
$0

6
1
2

$4.67b
$174m
$206m

652
0
1

$761.51m
$0
$432m

The table below identifies the number of accounts managed (excluding the Fund) and the total assets in such accounts, within each of the
following categories where the investment advisory fee is based on the account’s performance: registered investment companies, other
pooled investment vehicles and other accounts. Information in the table is shown as of June 30, 2019. Asset amounts are approximate and
have been rounded.
Team Member

Jennifer Leonard
Erika Karp
Garvin Jabusch
Jeremy Deems
Catherine Cahill
Matthew Sheldon
Habib Subjally
Catherine Wood
Katherine Davidson
Charles Somers

Registered Investment
Companies

Pooled Investment Vehicles

Other Accounts

Number
0
0
0
0
1
1
0

Market Value
$0
$0
$0
$0
$13.4m
$13.4m
$0

Number
0
0
0
0
0
0
0

Market Value
$0
$0
$0
$0
$0
$0
$0

Number
0
0
0
0
0
0
0

Market Value
$0
$0
$0
$0
$0
$0
$0

0
0
0

$0
$0
$0

0
0
0

$0
$0
$0

0
0
1

$0
$0
$432m

Compensation. The portfolio managers receive compensation that differs from firm to firm.
Cornerstone Capital, Inc.
Mses. Leonard and Karp receive salary, variable incentive compensation and participate in stock ownership through direct share ownership
or through their respective firms’ employee stock ownership plan. Cornerstone does not pay commission or asset-based compensation to any
of its employees.
Ark Investment Management
Ms. Wood receives a salary, variable incentive compensation based on the quality of advisory services provided and the overall financial
performance of the firm, and as principal owner of Ark, is a significant equity holder and therefore may receive earnings from the firm’s
profits.
Green Alpha Advisors
Messrs. Jabursh and Deems each receive a salary, and, as principal owners of Green Alpha, each is a significant equity holder and therefore
may receive earnings from the firm’s profits. Compensation is not linked to the performance of the Fund.
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KBI Global Investors
Ms. Cahill and Mr. Sheldon each receive a salary, variable incentive compensation based on relative investment performance assessed over
rolling 1, 2, and 3 year periods, and participate in stock ownership through direct share ownership or through a profit sharing arrangement.
RBC Global Asset Management
The investment team receive salary, variable incentive compensation based on individual, business segment, and overall firm financial
results, and participate in stock ownership through direct share ownership or through their respective firms’ employee stock ownership plan.
Schroders
The investment team receive a salary, participation in a firm equity incentive plan, and discretionary variable performance-related
compensation.
Ownership of Fund Shares. As of September 30, 2019, each member of the portfolio management team beneficially owned shares of the
Fund as summarized in the following table:

Fund/Strategy Team Member
Jennifer Leonard
Erika Karp
Garvin Jabusch
Jeremy Deems
Catherine Cahill
Matthew Sheldon
Habib Subjally
Catherine Wood
Katherine Davidson
Charles Somers

Dollar Range of Beneficial Ownership in the Fund as of
September 30, 2019
None
None
None
None
None
None
None
None
None
None

Potential Conflicts of Interest. As a general matter, certain actual or apparent conflicts of interest may arise in connection with a portfolio
manager’s management of the Fund’s investments, on the one hand, and the investments of other accounts for which the portfolio manager is
responsible, on the other. For example, the management of multiple accounts may result in portfolio manager devoting unequal time and
attention to the management of each account. Although the Adviser does not track the time a Portfolio Manager spends on a single portfolio,
it does periodically assess whether the Portfolio Manager has adequate time and resources to effectively manage all of the accounts for which
he or she is responsible. Moreover, variances in advisory fees charged from account to account may create an incentive for the Portfolio
Manager to devote more attention to those accounts that pay higher advisory fees. It is also possible that the various accounts managed could
have different investment strategies that, at times, might conflict with one another.
While the Adviser does not anticipate any conflicts between the Fund’s investments and other accounts that it manages, in particular due to
the fact that the clear majority of investments in both accounts are highly liquid with ample trading volume which will not restrict freedom of
movement in either account, to the extent that the same investment opportunities might be desirable for more than one account, possible
conflicts could arise in determining how to allocate them. Other potential conflicts might include those relating to selection of brokers or
dealers to execute portfolio trades and/or specific uses of commissions from portfolio trades (for example, research, or “soft dollars”).
The Adviser has adopted and implemented policies and procedures, including brokerage and trade allocation policies and procedures, which
it believes address the conflicts associated with managing multiple accounts for multiple clients.
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TRUSTEES AND OFFICERS
A.

General Information

The Board supervises the business activities of the Trust and is responsible for protecting the interests of shareholders. The Chairman of the
Board is Walter B. Grimm, who is an Independent Trustee of the Trust.
Each Trustee serves as a Trustee for the lifetime of the Trust or until the earlier of his or her retirement as a Trustee at age 78, death,
resignation or removal. Officers are re-elected annually by the Board. The address of each Trustee and officer is 225 Pictoria Drive, Suite
450, Cincinnati, Ohio 45246.
As of the date of this SAI, the Trustees oversee the operations of 16 series.
Interested Trustee Background. The following table provides information regarding the Interested Trustee.
Name, Address, (Age), Position with Trust,
Term of Position with Trust

Principal Occupation During Past 5 Years
and Other Directorships

Robert G. Dorsey*
Age: 62
TRUSTEE
Began Serving: March 2017

Principal Occupation(s): Vice Chairman of Ultimus Fund Solutions, LLC and its
subsidiaries, except as otherwise noted for the FINRA-regulated broker-dealer
entities (February 2019 to present); Interested Trustee of Ultimus Managers Trust
(February 2012 to present).
Previous Position(s): Managing Director and Co-Chief Executive Officer of
Ultimus Fund Solutions, LLC (1999 to February 2019); President of Ultimus Fund
Distributors, LLC (1999 to 2018); President of Ultimus Managers Trust (February
2012 to October 2013).

*

Mr. Dorsey is considered an “interested person” of the Trust within the meaning of Section 2(a)(19) of the 1940 Act because of his
relationship with the Trust’s administrator, transfer agent, and distributors.

Independent Trustee Background. The following table provides information regarding the Independent Trustees.
Name, Address, (Age), Position with Trust,
Term of Position with Trust

Principal Occupation During Past 5 Years
and Other Directorships

John C. Davis
Age: 67
TRUSTEE
Began Serving: July 2018

Principal Occupations(s): Consultant (government services) since May 2011.

Walter B. Grimm
Age: 74
TRUSTEE AND CHAIR
Began Serving: November 2013

Previous Position(s): Retired Partner of PricewaterhouseCoopers LLP
(1974-2010); Consultant, Board of Trustees of Ultimus Managers Trust (2016 to
2019) and Former Trustee of Ultimus Managers Trust (2012 to 2016).
Principal Occupations(s): President, Leigh Management Group, LLC (consulting
firm) (October 2005 to present); and President, Leigh Investments, Inc. (1988 to
present).
Previous Position(s): Chief Financial Officer, East West Private, LLC (consulting
firm) (2009 to 2013).

Lori Kaiser
Age: 56
TRUSTEE
Began Serving: July 2018

Principal Occupations(s): Founder and CEO, Kaiser Consulting since 1992.
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Name, Address, (Age), Position with Trust,
Term of Position with Trust

Principal Occupation During Past 5 Years
and Other Directorships

Janet Smith Meeks
Age: 64
TRUSTEE
Began Serving: July 2018

Principal Occupations(s): Co-Founder and CEO, Healthcare Alignment Advisors,
LLC (consulting company) since August 2015.

Mary M. Morrow
Age: 61
TRUSTEE
Began Serving: November 2013

Principal Occupations(s): Chief Operating Officer, Dignity Health Managed
Services Organization (October 2018 to present).

Previous Position(s): President and Chief Operating Officer, Mount Carmel St.
Ann’s Hospital (2006 to 2015).

Previous Position(s): Consultant (managed care services) (April 2018 to
September 2018); Chief Operating Officer, Pennsylvania Health and Wellness
(fully owned subsidiary of Centene Corporation) (November 2016 to April 2018);
Vice President, Strategic Initiatives, Gateway Heath (January 2015 to November
2016); Consulting Practice Manager, DST Health Solutions (August 2010 to
January 2015).

Officers. The following table provides information regarding the Officers.
Name, Address, (Age), Position with Trust,
Term of Position with Trust

Principal Occupation During Past 5 Years
and Other Directorships

Matthew J. Miller
Age: 43
PRESIDENT and CHIEF EXECUTIVE OFFICER
Began Serving: September 2013 (as VP); September
2018 (as President)

Principal Occupation(s): Assistant Vice President, Relationship Management,
Ultimus Fund Solutions, LLC (December 2015 to present); Vice President, Valued
Advisers Trust (December 2011 to present).

Zachary P. Richmond
Age: 39
TREASURER AND CHIEF FINANCIAL OFFICER
Began Serving: August 2014

Principal Occupation(s): Vice President, Director of Financial Administration for
Ultimus Fund Solutions, LLC (February 2019 to present); Treasurer and Chief
Financial Officer of Unified Series Trust (November 2014 to present); Treasurer
and Chief Financial Officer of Commonwealth International Series Trust
(September 2015 to present); Treasurer of Oak Associates Funds (April 2019 to
present); Treasurer of Centaur Mutual Funds Trust (April 2019 to present).

Previous Position(s): Vice President, Capitol Series Trust (September 2013 to
March 2017); Chief Executive Officer and President, Capitol Series Trust (March
2017 to March 2018); Secretary, Capitol Series Trust (March 2018 to September
2018); Vice President, Relationship Management, Huntington Asset Services, Inc.
(n/k/a Ultimus Asset Services, LLC) (2008 to December 2015); Vice President,
The Huntington Funds (February 2010 to April 2015); Vice President, Transfer
Agency Operations, Huntington Asset Services, Inc. (2002 to 2008); Employed in
various positions with Huntington Asset Services, Inc. (July 1998 to 2002).

Previous Position(s): Assistant Vice President, Associate Director of Financial
Administration for Ultimus Fund Solutions, LLC (December 2015 to February
2019); Manager, Fund Administration, Huntington Asset Services, Inc. (January
2011 to December 2015); Interim Treasurer and Chief Financial Officer of Unified
Series Trust (August 2014 to November 2014); Assistant Treasurer of Unified
Series Trust (May 2011 to August 2014).
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Name, Address, (Age), Position with Trust,
Term of Position with Trust

Principal Occupation During Past 5 Years
and Other Directorships

Martin R. Dean
Age: 55
INTERIM CHIEF COMPLIANCE OFFICER
Began Serving: May 2019

Principal Occupation(s): Vice President, Director of Fund Compliance, Ultimus
Fund Solutions, LLC (since January 2016), Chief Compliance Officer, First
Western Funds Trust (since April 2016); Chief Compliance Officer, Cross Shore
Discovery Fund (since June 2016); Chief Compliance Officer, FSI Low Beta
Absolute Return Fund (since November 2016); Chief Compliance Officer,
Peachtree Alternative Strategies Fund (since January 2017); Chief Compliance
Officer, Dupree Mutual Funds (since August 2017); Interim Chief Compliance
Officer, Valued Advisers Trust (since May 2019); and Chief Compliance Officer,
Fenimore Asset Management Trust (since May 2019).
Previous Position(s): Senior Vice President and Compliance Group Manager,
Huntington Asset Services, Inc. (July 2013 to December 2015); Director of Fund
Accounting and Fund Administration Product, Citi Fund Services (January 2008 to
June 2013).

Matthew J. Beck
Age: 31
SECRETARY
Began Serving: September 2018

Principal Occupation(s): Senior Attorney, Ultimus Fund Solutions, LLC (since
May 2018) and Secretary, Ultimus Managers Trust (since July 2018).

Stephen L. Preston
Age: 53
ANTI-MONEY LAUNDERING OFFICER
Began Serving: December 2016

Principal Occupation(s): Chief Compliance Officer, Ultimus Fund Distributors,
LLC (June 2011 to present).

Previous Position(s): Chief Compliance Officer, OBP Capital, LLC (May 2015 to
May 2018); Secretary, Aspiration Funds (March 2015 to May 2018); Secretary,
Starboard Investment Trust (September 2014 to May 2018); Secretary, Leeward
Investment Trust (September 2014 to May 2018); Secretary, Hillman Capital
Management Investment Trust (September 2014 to May 2018); Secretary,
Spinnaker ETF Series (September 2014 to May 2018); Vice President and General
Counsel, The Nottingham Company (July 2014 to May 2018).

Previous Position(s): Chief Compliance Officer, Ultimus Fund Solutions, LLC
(June 2011 to Auigust 2019).

B. Qualifications of the Trustees
In addition to the information provided above, below is a summary of the specific experience, qualifications, attributes or skills of each
Trustee and the reason why he or she was selected to serve as Trustee:
Mr. John C. Davis – Mr. Davis is a Retired Partner of PricewaterhouseCoopers LLP (“PWC”), where he worked from 1974-2010. He has
been a Consultant since May 2011. During his career at PWC, Mr. Davis’ client service experiences encompassed domestic and international
financial reporting, accounting, auditing, business structuring, tax, governance and compliance for companies in a variety of industries,
including banking, insurance, asset management, credit, distribution, venture capital, private equity, and capital markets. From 2012 through
2016, Mr. Davis served as a Trustee of Ultimus Managers Trust. During his tenure as a Trustee, Mr. Davis served as financial expert, lead
independent director and as chair of the Board of Trustees. Since 2016, he has served as a consultant to the Board of Trustees of Ultimus
Managers Trust, providing planning, compliance and business advice to the Board on a broad range of trustee oversight and regulatory
matters. Mr. Davis was selected to serve as a Trustee based on his extensive mutual fund industry experience, mutual fund board/corporate
governance experience, and financial/auditing expertise. Mr. Davis has been a Trustee since July 2018. Mr. Davis graduated from Indiana
State University with a degree in Accounting. Mr. Davis also serves as the Chair of the Trust’s Valuation Committee and has been designated
as an “audit committee financial expert” to the Trust’s Audit Committee, as that designation is defined by SEC rules.
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Mr. Robert G. Dorsey – Mr. Dorsey is a co-founder of Ultimus Fund Solutions, LLC (“Ultimus”) and Ultimus Fund Distributors, LLC. He
currently serves as Vice Chairman of Ultimus. Previously, Mr. Dorsey served as Managing Director and Co-CEO of Ultimus from 1999 to
2019. Mr. Dorsey has over 30 years of experience in the mutual fund servicing industry. He has been a Trustee since March 2017. Mr.
Dorsey previously served as Chair of the Board from March 2017 to March 2018. He has served as an Interested Trustee on the Board of the
Ultimus Managers Trust since February 2012. He has served on the Board of Governors of the Investment Company Institution since
October 2019. Mr. Dorsey has also served as a Board Member of Lasalle High School since July 2019. Mr. Dorsey holds a B.S. from
Christian Brothers University and is a Certified Public Accountant (inactive).
Mr. Walter B. Grimm – Mr. Grimm has over 20 years of experience in the financial services industry, including as a trustee of other mutual
funds and as the head of Client Services and Relationship Management areas for a mutual fund servicing company. He was selected to serve
as a Trustee of the Trust based primarily on his extensive knowledge of mutual fund operations. Mr. Grimm has been a Trustee since
November 2013 and began serving as Chair of the Board in March 2018.
Ms. Lori Kaiser - Ms. Kaiser is the CEO of Kaiser Consulting, an international professional services firm that she founded in 1992, which
specializes in accounting, finance and IT consulting. She is a Certified Public Accountant and a Chartered Global Management Accountant,
with over 20-years’ experience serving the needs of auto/auto-parts manufacturers and various other industries, including financial,
communications, not-for-profits, mutual funds, and insurance. She advises executive management on issues of risk identification and
mitigation, mergers, acquisitions and integrations. Prior to Kaiser Consulting, Ms. Kaiser was the Chief Financial Officer at
Lowestpremium.com, an online insurance aggregator enabling users to search for the lowest auto insurance rates. Earlier in her career, Ms.
Kaiser served as Corporate Controller for Nationwide Communications, Inc., the media subsidiary of Nationwide Insurance Company, and
she began her career in the audit practice of KPMG, LLP in Columbus, Ohio.
Ms. Kaiser has board and community service experience with a variety of organizations. She is a member of the Advisory Board of both the
Center for Business Leadership and the Accounting Department at Miami University. For the Women’s Fund of Central Ohio’s Board of
Directors, Ms. Kaiser serves as the Treasurer and as a member of the Executive, Finance and Audit Committees. Ms. Kaiser recently
completed a three-year term on the Board of Directors of the National Association of Women Business Owners, where she also served as
Treasurer and as a member of the Executive Committee. As a member of the Columbus Chamber of Commerce, she serves on its Small
Business Council. Ms. Kaiser was selected to serve as a Trustee as a result of her board and executive level leadership experience, as well as
her extensive financial, IT and risk management experience. Ms. Kaiser has been a Trustee since July 2018. Ms. Kaiser earned an MBA with
honors from the University of Chicago and received a BS from Miami University, graduating cum laude. In addition, she is an adjunct
professor in the MBA Program at Ohio State University Fisher School of Business. Ms. Kaiser also serves as Chair of the Trust’s Audit
Committee and has been designated as an “audit committee financial expert” to the Trust’s Audit Committee, as that designation is defined
by SEC rules.
Ms. Janet S. Meeks - Ms. Meeks has 38 years of experience in the healthcare and financial services industries. Ms. Meeks founded
healthcare Alignment Advisers, LLC in 2015, a consulting company located in Westerville, Ohio, that provides advice to healthcare
executives with respect to, among other things, strategy development and implementation and currently serves as the Chief Executive
Officer. Ms. Meeks previously served for nine years as President and Chief Operating Officer of Mount Carmel St. Ann’s Hospital (MCSA),
a regional medical center located in Columbus, Ohio. Prior to that, she served in executive roles for four nationally known healthcare
systems, including Trinity Health and Vanderbilt University Medical Center. Before entering the healthcare sector, Ms. Meeks worked in the
financial services industry for Bank of Mississippi.
As an experienced corporate director, Ms. Meeks currently serves on the Board of Directors of National Church Residences, serves as a
faculty member of both the AHA Society for Healthcare Planning and Marketing National Conferences and the Healthcare Strategy Institute
National Conferences, and is an Instructor at the University of Mississippi School of Business Administration. Ms. Meeks has published
extensively and is an accomplished speaker. Ms. Meeks was selected to serve as a Trustee as a result of her board and executive level
leadership experience and her extensive financial industry, marketing and strategy expertise. Ms. Meeks has been a Trustee since July 2018.
Ms. Meeks is a two-time graduate of the University of Mississippi, where she received an undergraduate degree in banking and finance and
an MBA in finance.
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Ms. Mary M. Morrow – Ms. Morrow has over 25 years of experience in customer service, processing operations, and systems
implementation experience both in the managed care and financial services arenas. Prior to work in the managed care arena, Mr. Morrow
served as the Vice President in charge of Business Applications for a large mutual fund company and as a Senior Vice President of Transfer
Agency Operations for a mutual fund services provider. She was selected to serve as a Trustee of the Trust based primarily on her significant
corporate experience as well as her operational knowledge of mutual fund operations. Ms. Morrow has been a Trustee since November 2013.
Ms. Morrow also serves as Chair of the Nominating Committee.
C.

Risk Management

The overall management and affairs of the Trust are supervised by the Board. The Board consists of six individuals. The Trustees are
fiduciaries and are governed by the laws of the State of Ohio in this regard. The Board establishes policies for the operation of the Trust and
appoints the officers who conduct the daily business of the Trust. The Board provides oversight over the management and operations of the
Trust. The day-to-day responsibility for the management and operation of the Trust is the responsibility of various officers and service
providers to the Trust and its individual series, such as the Adviser, Distributor, administrator, custodian, and Transfer Agent, each of whom
are discussed in greater detail in this SAI. The Board approves all significant agreements between the Trust and its service providers,
including the agreements with the Adviser, the Sub-Advisers, Distributor, administrator, custodian and Transfer Agent. The Board has
appointed various individuals of certain of these service providers as officers of the Trust, with responsibility to monitor and report to the
Board on the Trust’s day-to-day operations. In all cases, the role of the Board and of any individual Trustee is one of oversight and not of
management of the day-to-day affairs of the Trust and its oversight role does not make the Board a guarantor of the Trust’s investments,
operations or activities.
The Board has structured itself in a manner that it believes allows it to effectively perform its oversight function. The Board is comprised of
five Independent Trustees – Mr. John C. Davis, Mr. Walter Grimm, Ms. Lori Kaiser, Ms. Janet S. Meeks and Ms. Mary Morrow – and one
Interested Trustee – Mr. Robert G. Dorsey. Accordingly, five-sixths of the members of the Board are Independent Trustees and are not
affiliated with any investment adviser to the Trust or their respective affiliates or other service providers to the Trust or any Trust series. The
Board has established three standing committees, an Audit Committee, a Nominating Committee and a Valuation Committee, which are
discussed in greater detail below. Each of the Audit Committee and Nominating Committee is comprised entirely of Independent Trustees.
The Valuation Committee is comprised of all of the Trustees of the Trust, including the Independent Trustees, plus the Trust’s
President/Principal Executive Officer and its Treasurer/Principal Financial Officer. Non-Trustee members of the Valuation Committee serve
as non-voting members.
As part of its efforts to oversee risk management associated with the Trust, the Board has established the Audit Committee, the Nominating
Committee and the Valuation Committee as described below:
•

The Audit Committee consists of all of the Independent Trustees. The Audit Committee is responsible for overseeing the Trust’s
accounting and financial reporting policies and practices, internal controls and, as appropriate, the internal controls of certain service
providers; overseeing the quality and objectivity of financial statements and the independent audits of the financial statements; and
acting as a liaison between the independent auditors and the full Board.

•

The Nominating Committee consists of all of the Independent Trustees. The Nominating Committee is responsible for identifying
and nominating Trustee candidates to the full Board. The Nominating Committee will consider nominees recommended by
shareholders. Recommendations should be submitted to the Nominating Committee in care of the Trust.

•

The Valuation Committee consists of all of the Trustees plus the Trust’s President/Principal Executive Officer and its
Treasurer/Principal Financial Officer. Non-Trustee members of the Valuation Committee serve as non-voting members. The
Valuation Committee is responsible for reviewing and approving fair valuation determinations pursuant to the Trust’s Portfolio
Valuation Procedures. As part of its function, the Valuation Committee considers all fair value pricing methodologies proposed by
the Pricing Review Committee (comprised of various officers of the Trust, Ultimus representatives, and representatives of the
adviser, as necessary), and approves such methodologies, and any amendments thereto, before they are implemented.
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The Audit Committee generally meets at least annually. The Audit Committee reviews reports provided by administrative service providers,
legal counsel and independent accountants. The Nominating Committee and Valuation Committee meet as needed. The Committees report
directly to the Board. No committee has convened with respect to matters relating to the Fund since, as of the date of this SAI, the Fund had
not commenced operations. The inclusion of all Independent Trustees as members of the Audit Committee, Nominating Committee and
Valuation Committee allow all such Trustees to participate in the full range of the Board’s oversight duties, including oversight of risk
management processes.
The Independent Trustees have engaged their own independent legal counsel to provide advice on regulatory, compliance and other topics. In
addition, the Board has engaged on behalf of the Trust a full-time Chief Compliance Officer (“CCO”) who is responsible for overseeing
compliance risks. The CCO reports to the Board at least quarterly any material compliance items that have arisen, and on an annual basis
provides to the Board a comprehensive compliance report outlining the effectiveness of compliance policies and procedures of the Trust and
its service providers. As part of the CCO’s risk oversight function, the CCO seeks to understand the risks inherent in the operations of the
Trust’s series and their advisers and sub-advisers. Periodically the CCO provides reports to the Board that:
•

Assess the quality of the information the CCO receives from internal and external sources;

•

Assess how Trust personnel monitor and evaluate risks;

•

Assess the quality of the Trust’s risk management procedures and the effectiveness of the Trust’s organizational structure in
implementing those procedures;

•

Consider feedback from and provide feedback regarding critical risk issues to administrative and advisory personnel responsible for
implementing risk management programs; and

•

Consider economic, industry, and regulatory developments, and recommend changes to the Trust’s compliance programs as necessary to
meet new regulations or industry developments.

The Trustees meet on a quarterly basis, typically for 1-2 days of meetings. Trustees also participate in special meetings and conference calls
as needed. In addition to Board meetings, Trustees may participate in teleconferences to review and discuss 15(c) materials, and to interview
advisers and sub-advisers whose contracts are up for renewal at the next regularly scheduled Board meeting. Legal counsel to the Trust
provides quarterly reports to the Board regarding regulatory developments. On a quarterly basis, the Trustees review and discuss some or all
of the following compliance and risk management reports relating to the series of the Trust:
•
•
•
•
•
•
•
•
•
•
•
•

Fund Performance/Morningstar Report/Portfolio Manager’s Commentary
Code of Ethics review
NAV Errors, if any
Distributor Compliance Reports
Timeliness of SEC Filings
Dividends and other Distributions
List of Brokers, Brokerage Commissions Paid and Average Commission Rate
Review of 12b-1 Payments
Multiple Class Expense Reports
Anti-Money Laundering/Customer Identification Reports
Administrator and CCO Compliance Reports
Market Timing Reports

From time to time, one or more members of the Board may also meet with Trust officers in less formal settings, between formal Board
meetings to discuss various topics.
The Board has not adopted a formal diversity policy. When soliciting future nominees for Trustee, the Nominating Committee will make
efforts to identify and solicit qualified minorities and women.
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The Board reviews its structure regularly in light of the characteristics and circumstances of the Trust, including the number of funds that
comprise the Trust; the variety of asset classes that those funds reflect; the net assets of the Trust; and the distribution arrangements of the
funds. At least annually, the Board conducts an assessment of the Board’s and their individual effectiveness in overseeing the Trust. Based
upon its assessment, the Board determines whether additional risk assessment or monitoring processes are required with respect to the Trust
or any of its service providers.
Based on the qualifications of each of the Trust’s Trustees and officers, the risk management practices adopted by the Board, including a
regular review of several compliance and operational reports, and the committee structure adopted by the Board, the Trust believes that its
leadership is appropriate.
D.

Trustee Ownership of Shares of the Fund and of the Fund Complex

The following table provides information regarding shares of the Fund and other portfolios of the Trust owned by each Trustee as of
December 31, 2018.

Trustee

Dollar
Range of
the Fund’s
Shares

Aggregate Dollar
Range of Shares
of
All Series Within
the Trust**

Interested Trustee
Robert G. Dorsey

None

$50,001 $100,000

Independent Trustees
John C. Davis
Walter B. Grimm
Lori Kaiser
Janet Smith Meeks
Mary M. Morrow

None
None
None
None
None

None
$10,001 - $50,000
None
None
None

**

The Trust currently consists of 16 series.

Set forth below is the annual compensation paid to the Independent Trustees and by the Trust on an aggregate basis. No Interested Trustee or
officer receives compensation from the Trust although all Trustee and officer travel expenses incurred to attend Board and committee
meetings are reimbursed. Trustees’ fees and Trustee and officer reimbursable travel expenses are Trust expenses and each Fund incurs its
share of such expenses, which are allocated among the Funds in such manner as the Trustees determine to be fair and equitable.

Trustee
Interested Trustee
Robert G. Dorsey
Independent Trustees
John C. Davis*
Walter B. Grimm*
Lori Kaiser*
Janet Smith-Meeks*
Mary M. Morrow*
*

Compensation
from the Fund

Total
Compensation
From Trust

None

None

$1,000
$1,000
$1,000
$1,000
$1,000

$37,250
$37,250
$37,250
$37,250
$37,250

Estimated annual compensation for 2019.
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CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES
As of September 30, 2019, the Fund had not yet commenced operations, and therefore the Trustees and officers of the Trust in the aggregate
owned less than 1% of the outstanding shares of the Fund.
As of September 30, 2019, the Fund had not yet commenced operations, and therefore no shareholders of record owned 5% or more of the
Fund.
From time to time, certain shareholders may own a large percentage of the shares of the Fund. Accordingly, those shareholders may be able
to greatly affect (if not determine) the outcome of a shareholder vote. As of September 30, 2019, the Fund had not yet commenced
operations, and therefore no shareholders may be deemed to control the Fund. “Control” for this purpose is the ownership of more than 25%
or more of the Fund’s voting securities. The beneficial ownership, either directly or indirectly, of 25% or more of the voting securities of the
Fund creates a presumption of control of the Fund, under Section 2(a) (9) of the 1940 Act. A controlling shareholder could control the
outcome of any proposal submitted to the shareholders for approval, including changes to the Fund’s fundamental policies or the terms of the
management agreement with the Adviser.
PORTFOLIO TURNOVER
The Fund’s portfolio turnover rate is calculated by dividing the lesser of long-term purchases or sales of portfolio securities for the fiscal year
by the monthly average of the value of the portfolio securities owned by the Fund during the fiscal year. Since the Fund has yet to commence
operations, no portfolio turnover information is available for its most recently completed fiscal year. Although the Fund’s annual portfolio
turnover rate cannot be accurately predicted, the Adviser anticipates that the Fund’s portfolio turnover rate normally will be 50% or less. A
100% turnover rate would occur if all of the Fund’s portfolio securities were replaced once within a one year period. High turnover involves
correspondingly greater commission expenses and transaction costs, which will be borne directly by the Fund, and may result in the Fund
recognizing greater amounts of income and capital gains, which would increase the amount of income and capital gains which the Fund must
distribute to shareholders in order to maintain its status as a regulated investment company and to avoid the imposition of federal income or
excise taxes (see “Taxes”).
The Fund does not intend to use short-term trading as a primary means of achieving its investment objectives. Generally, the Fund intends to
invest for long-term purposes. However, the rate of portfolio turnover will depend upon market and other conditions, and it will not be a
limiting factor when the Adviser believes that portfolio changes are appropriate.
ANTI-MONEY LAUNDERING COMPLIANCE PROGRAM
Customer identification and verification is part of the Fund’s overall obligation to prevent money laundering under federal law. The Trust
has, on behalf of the Fund, adopted an anti-money laundering compliance program designed to prevent the Fund from being used for money
laundering or financing of terrorist activities (the “AML Compliance Program”). The Trust has delegated the responsibility to implement the
AML Compliance Program to the Fund’s transfer agent, Ultimus Fund Solutions, LLC, subject to oversight by the CCO and, ultimately, by
the Board.
When you open an account with the Fund, the transfer agent will request that you provide your name, physical address, date of birth, Social
Security number or tax identification number. You may also be asked for other information that, in the transfer agent’s discretion, will allow
the Fund to verify your identity. Entities are also required to provide additional documentation. This information will be verified to confirm
the identity of all persons opening an account with the Fund. The Fund reserves the right to (1) refuse, cancel or rescind any purchase order,
(2) freeze any account and/or suspend account activities, or (3) involuntarily redeem your account in cases of threatening conduct or
suspected fraudulent or illegal activity. These actions will be taken upon authorization of the Trust’s anti-money laundering officer if they are
deemed to be in the best interest of the Fund, or in cases where the Fund is requested or compelled to do so by governmental or law
enforcement authority.
PORTFOLIO TRANSACTIONS AND BROKERAGE
Subject to policies established by the Board, the Adviser has selected Sub-Advisers that are each responsible for the Fund’s portfolio
decisions and for placing of the Fund’s portfolio transactions. In placing portfolio transactions, each Sub-Adviser seeks the best qualitative
execution for the Fund, taking into account such factors as price (including the applicable brokerage commission or dealer spread), the
execution capability, financial responsibility and responsiveness of the broker or dealer and the brokerage and research services provided by
the broker or dealer. The Sub-Advisers generally seek favorable prices and commission rates that are reasonable in relation to the benefits
received.
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The Sub-Advisers are specifically authorized to select brokers or dealers to provide brokerage and research services to the Fund and/or the
other accounts over which it exercises investment discretion and to pay such brokers or dealers a commission in excess of the commission
another broker or dealer would charge if it determines in good faith that the commission is reasonable in relation to the value of the
brokerage and research services provided. The determination may be viewed in terms of a particular transaction, or the Sub-Adviser’s overall
responsibilities with respect to the Fund and to other accounts over which it exercises investment discretion.
Research services include securities and economic analyses, statistical services and information with respect to the availability of securities
or purchasers or sellers of securities and analyses of reports concerning performance of accounts. The research services and other
information furnished by brokers through whom the Fund effects securities transactions may also be used by a Sub-Adviser in servicing all
of its accounts. Similarly, research and information provided by brokers or dealers serving other clients may be useful to a Sub-Adviser in
connection with its services to the Fund. As the Fund has not yet commenced operations, no information is available concerning amounts the
Sub-Advisers have directed in brokerage transactions to brokers on the basis of research services provided by such brokers to each SubAdviser for the Fund’s most recent fiscal year.
Purchases and sales of equity securities traded on an exchange are typically executed through broker-dealers that charge a commission.
Commission rates are negotiable. Over-the-counter equity transactions will be placed either directly with principal market makers or with
broker-dealers, if the same or a better price, including commissions and executions, is available. Fixed income securities are normally
purchased directly from the issuer, an underwriter or a market maker. Purchases include a concession paid by the issuer to the underwriter
and the purchase price paid to a market maker may include the spread between the bid and ask prices.
As the Fund has not yet commenced operations, the Fund does not own securities of regular broker/dealers and the Fund has not paid any
commissions to affiliates.
CODE OF ETHICS
The Trust, the Adviser, the Sub-Advisers, and the Distributor have each adopted a Code of Ethics (the “Codes”) pursuant to Rule 17j-1 of the
1940 Act and the Adviser’s and Sub-Advisers’ Code of Ethics also conforms to Rule 204A-1 under the Investment Advisers Act of 1940, as
amended. The personnel subject to the Codes are permitted to invest in securities, including securities that may be purchased or held by the
Fund. You may obtain copies of the Codes from the Trust, free of charge, by calling Shareholder Services at 1-800-986-6187.
DISCLOSURE OF PORTFOLIO HOLDINGS
The Fund is required to include a schedule of portfolio holdings in its annual and semi-annual reports to shareholders, which are sent to
shareholders within 60 days of the end of the second and fourth fiscal quarters and filed with the Securities and Exchange Commission (the
“SEC”) on Form N-CSR within 70 days of the end of the second and fourth fiscal quarters. The Fund also is required to file a schedule of
portfolio holdings with the SEC on Form N-Q within 60 days of the end of the first and third fiscal quarters. The Fund must provide a copy
of the complete schedule of portfolio holdings as filed with the SEC to any shareholder of the Fund, upon request, free of charge. The Fund
may also post its top ten portfolio positions as well as certain other portfolio characteristics such as sector or geographic weightings as of the
end of each fiscal quarter on its website at www.cornerstonecapitalfunds.com within 30 days of that quarter end. The Fund releases portfolio
holdings to third party servicing agents on a daily basis in order for those parties to perform their duties on behalf of the Fund. These third
party servicing agents include the Adviser, Sub-Advisers, Distributor, Transfer Agent, fund accountant, administrator and Custodian. The
Fund also may disclose portfolio holdings, as needed, to auditors, legal counsel, proxy voting services (if applicable), printers, pricing
services, parties to merger and reorganization agreements with the Fund and their agents, and prospective or newly hired third party servicing
agents, including the Adviser and Sub-Advisers. The lag between the date of the information and the date on which the information is
disclosed will vary based on the identity of the party to whom the information is disclosed. For instance, the information may be provided to
auditors within days of the end of an annual period, while the information may be given to legal counsel or prospective third party servicing
agents without any time lag. This information is disclosed to all such third parties under conditions of confidentiality. “Conditions of
confidentiality” include (1) confidentiality clauses in written agreements, (2) confidentiality implied by the nature of the relationship (e.g.,
attorney-client relationship), (3) confidentiality required by fiduciary or regulatory principles (e.g., custody relationships), or (4)
understandings or expectations between the parties that the information will be kept confidential. Third party servicing agents generally are
subject to an independent obligation not to trade on confidential information under their code of ethics and/or as a result of common law
precedents; however, the Trust does not require an independent confirmation from the third parties that they will not trade on the confidential
information.
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Additionally, the Fund may enter into ongoing arrangements to release portfolio holdings to Morningstar, Inc., Lipper, Inc., Bloomberg,
Standard & Poor’s, Thompson Financial and Vickers-Stock (“Rating Agencies”) in order for those organizations to assign a rating or ranking
to the Fund. In these instances, portfolio holdings as of a month end will be supplied within approximately 25 days after that month end. The
Rating Agencies may make the Fund’s top portfolio holdings and other portfolio characteristics available on their websites and may make the
Fund’s complete portfolio holdings available to their subscribers for a fee. Neither the Fund, the Adviser, a Sub-Adviser, nor any of their
affiliates receives any portion of this fee. Information released to Rating Agencies is not released under conditions of confidentiality nor is it
subject to prohibitions on trading based on the information. Prior to disclosing portfolio holdings information to Rating Agencies, the CCO
must find that: (1) the Fund has a legitimate business purpose for releasing the information in advance of release to all shareholders or the
general public; and (2) the disclosure is in the best interests of shareholders.
Upon approval of the CCO, the Fund may also disclose portfolio information pursuant to regulatory request, court order or other legal
proceeding.
The Trust has adopted Portfolio Holdings Disclosure Policies (“Disclosure Policies”) detailing the circumstances under which the Fund’s
portfolio holdings may be disclosed to third parties. The Disclosure Policies permit the Fund to adopt its own portfolio holdings disclosure
policies, as set forth herein, that are consistent with the Disclosure Policies (“Fund Policies”). Prior to approving the Disclosure Policies and
the Fund Policies, the Trustees considered the circumstances under which the Fund may disclose its portfolio holdings as well as conflicts of
interest between the Fund’s shareholders and the Adviser, the Sub-Advisers, the Distributor, or any affiliated person of the Fund, the Adviser,
the Sub-Advisers, or the Distributor resulting from such disclosures (“Conflicts”), and determined that the disclosure of portfolio holdings
information under such circumstances were in the best interests of the Fund.
Except as described above, the Fund is prohibited from entering into any arrangements with any person to make available information about
the Fund’s portfolio holdings without the prior authorization of the CCO and the specific approval of the Board. The Adviser and each SubAdviser must submit any proposed arrangement pursuant to which it intends to disclose the Fund’s portfolio holdings to the CCO, who will
review such arrangement and any Conflicts to determine whether the arrangement is in the best interests of Fund shareholders. Additionally,
the Adviser, the Sub-Advisers and any of their affiliated persons are prohibited from receiving compensation or other consideration, for
themselves or on behalf of the Fund, as a result of disclosing the Fund’s portfolio holdings. Finally, the Fund will not disclose portfolio
holdings as described above to third parties that the Fund knows will use the information for personal securities transactions.
To oversee the Disclosure Policies and the Fund Policies, the Trustees consider reports and recommendations by the CCO regarding the
adequacy and implementation of the compliance programs of the Trust and its service procedures adopted pursuant to Rule 38a-1 under the
1940 Act. The Trustees reserves the right to amend the Disclosure Policies at any time without prior notice to shareholders in its sole
discretion.
DETERMINATION OF NET ASSET VALUE
You may purchase or redeem shares of the Fund class at the net asset value of those shares next calculated after the Transfer Agent receives
your request in proper form, plus (or minus, in the case of a redemption) any applicable sales charge. For information concerning the
purchase, redemption, and exchanges of Fund shares, see “How to Buy Shares” and “How to Redeem Shares” in the Fund’s Prospectus. For
a description of the methods used to determine the share price and value of the Fund’s assets, see “Determination of Net Asset Value” in the
Fund’ s Prospectus and in this SAI.
The Fund may authorize one or more brokers and other intermediaries to receive, on its behalf, purchase and redemption orders. Such
brokers would be permitted to designate other intermediaries to receive purchase and redemption orders on behalf of the Fund. The Fund will
be deemed to have received a purchase or redemption order when an authorized broker or, if applicable, a broker’s authorized designee,
receives the order. Customer orders will be priced at the Fund class’ net asset value next computed, plus (or minus, in the case of a
redemption), after the orders are received by an authorized broker or such broker’s authorized designee, and accepted by the Fund.
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The price (net asset value) of the shares of the Fund class is determined as of the close of trading on the New York Stock Exchange
(“NYSE”), which is normally 4:00 p.m., Eastern Time on each day the Trust is open for business. The Trust is open for business on every
day on which the NYSE is open for trading. The NYSE is closed on Saturdays, Sundays and the following holidays: New Year’s Day, Martin
Luther King, Jr. Day, President’s Day, Good Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving and Christmas.
An exchange-traded equity security (including an ETF) is generally valued by a pricing service at the last quoted sale price provided by
market in which the security principally trades. Securities traded in the NASDAQ over-the-counter market are generally valued by the
pricing service at the NASDAQ Official Closing Price. If, on a particular day, an exchange-traded or NASDAQ security does not trade, then
the mean between the most recent quoted bid and asked prices will be used. All equity securities that are not traded on a listed exchange are
valued at the last sale price in the over-the-counter market. If a non-exchange traded security does not trade on a particular day, then the
mean between the last quoted closing bid and asked price will be used. Debt securities are valued by using the mean between the closing bid
and ask prices provided by a pricing service. If the closing bid and asked prices are not readily available, the pricing service may provide a
price determined by a matrix pricing method. Matrix pricing is a mathematical technique used to value fixed income securities without
relying exclusively on quoted prices. Matrix pricing takes into consideration recent transactions, yield, liquidity, risk, credit quality, coupon,
maturity, type of issue and any other factors or market data the pricing service deems relevant for the actual security being priced and for
other securities with similar characteristics. Any discount or premium is accreted or amortized on a straight-line basis until maturity. Shares
of mutual funds are generally valued at the NAVs of such companies for purchase and/or redemption orders placed on that day.
Foreign securities are priced in their local currencies as of the close of their primary exchange or market or as of the close of the NYSE,
whichever is earlier. Foreign securities, currencies and other assets denominated in foreign currencies are then translated into U.S. dollars
using the applicable currency exchange rates as of the close of the NYSE as provided by a pricing service. Trading in foreign securities
generally is completed, and the values of such securities are determined, prior to the close of securities markets in the U.S. Foreign exchange
rates are also determined prior to such close. On occasion, the values of securities and exchange rates may be affected by events occurring
between the times as of which determination of such values or exchange rates are made and the time as of which the NAV of each Fund class
is determined. When such events materially affect the values of securities held by the Fund or its liabilities, such securities and liabilities may
be valued at fair value as determined in good faith in accordance with procedures approved by the Fund’s Board.
When market quotations are not readily available, when the Adviser determines that the price provided by the pricing service does not
accurately reflect the current market value, or when restricted or illiquid securities are being valued, such securities are valued at a fair value
as determined in good faith according to procedures established by and subject to review by the Board. The Board annually approves the
pricing services used by the fund accounting agent. “When-issued” or “TBA” debt securities are debt securities traded prior to the time they
are issued. If the pricing service does not provide a price for these securities they will be valued at fair value consistent with the Trust’s
valuation procedures. A Pricing Committee is convened to determine a security’s fair value, as needed. Fair valued securities held by the
Fund (if any) are reviewed by the Board on a quarterly basis.
The NAV per share of each Fund class is determined by taking the market value of that Fund class’ total assets (including interest and
dividends accrued but not yet received), subtracting the class’ liabilities (including accrued expenses), and then dividing the result (net
assets) by the number of outstanding shares of the Fund class at such time. Fund Shares are offered for purchase at their Net Asset Value per
Share which is calculated as follows:
Net Asset Value Per Share =

Net Assets
Shares
Outstanding

REDEMPTION IN KIND
The Fund intends to redeem shares in cash. However, if the amount you are redeeming is over the lesser of $250,000 or 1% of the Fund’s
NAV, pursuant to an election filed by the Trust under Rule 18f-1 of the 1940 Act, the Fund has the right to redeem your shares by giving you
the amount that exceeds the lesser of $250,000 or 1% of the Fund’s net asset value in securities instead of cash, which is referred to as a
“redemption in kind.” In the event that a redemption in kind is made, a shareholder may incur additional expenses, such as the payment of
brokerage commissions, on the sale or other disposition of the securities received from the Fund.
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Redemptions in kind will be made only under extraordinary circumstances and if the Fund deems it advisable for the benefit of all
shareholders, such as a very large redemption that could affect Fund operations (for example, more than 1% of the Fund’s net assets). A
redemption in kind will consist of securities equal in market value to the Fund shares being redeemed, using the same valuation procedures
that the Fund uses to compute its NAV. If the Fund makes a redemption in kind it will seek to distribute each security held by the Fund on a
pro rata basis, excluding certain securities that are unregistered, not publicly traded, or for which market quotations are not readily available,
and excluding other assets that have to be traded through a market place or with the counterparty to the transaction in order to effect a change
in ownership. When making redemptions in kind, cash will be paid for assets that are not readily distributable, net of liabilities. Cash will
also be distributed in lieu of securities not amounting to round lots, fractional shares, and accruals on such securities. Pursuant to procedures
adopted by the Board, redemption in kind transactions will typically be made by delivering readily marketable securities to the redeeming
shareholder within 7 days after the Fund’s receipt of the redemption order in proper form. Marketable securities are assets that are regularly
traded or where updated price quotations are available. Illiquid securities are investments that the Fund reasonably expects cannot be sold or
disposed of in current market conditions in seven calendar days or less without the sale or disposition significantly changing the market value
of the investment. Certain illiquid securities may be valued using estimated prices from one of the Trust’s approved pricing agents. If the
Fund redeems your shares in kind, it will value the securities pursuant to the policies and procedures adopted by the Board. You will bear the
market risks associated with maintaining or selling the securities that are transferred as redemption proceeds. In addition, when you sell these
securities, you will pay taxes and brokerage charges associated with selling the securities.
STATUS AND TAXATION OF THE FUND
The Fund was organized as a series of a business trust, and intends to qualify for treatment as a regulated investment company (“RIC”) under
the Internal Revenue Code of 1986, as amended (the “Code”) in each taxable year. There can be no assurance that it actually will so qualify.
If the Fund qualifies as a RIC, its taxable dividend and capital gain distributions generally are subject only to a single level of taxation, to the
shareholders. This differs from distributions of a regular business corporation which, in general, are taxed first as taxable income of the
distributing corporation, and then again as dividend income of the shareholder.
If the Fund does qualify as a RIC but (in a particular calendar year) distributes less than 98% of its ordinary income and 98.2% of its capital
gain net income (as the Code defines each such term), the Fund is subject to an excise tax. The excise tax, if applicable, is 4% of the excess
of the amount required to have been distributed over the amount actually distributed for the applicable year. If the Fund does not qualify as a
RIC, its income will be subject to taxation as a regular business corporation, without reduction by dividends paid to shareholders of the Fund.
In such event, dividend distributions would be taxable to shareholders to the extent of the applicable Fund’s earnings and profits, and would
be eligible for the dividends-received deduction for corporations.
To continue to qualify for treatment as a RIC under Subchapter M of the Code, the Fund must, among other requirements:
•

Derive at least 90% of its gross income each taxable year from (collectively, “Qualifying Income”): (1) dividends, interest, payments
with respect to securities loans, gains from the sale or other disposition of stock or securities or foreign currencies, and certain other
income (including gains from options, futures, or forward contracts derived with respect to the RIC’s business of investing in stock
securities, or foreign currencies) ); and (2) net income from a qualified publicly traded partnership (the “Income Requirement”). A
qualified publicly traded partnership (“QPTP) is defined as a “publicly traded partnership” (generally, a partnership the interests in which
are “traded on an established securities market” or are “readily tradable on a secondary market (or the substantial equivalent thereof)”)
that derives less than 90% of its gross income from income described in clause (1); (the “Income Requirement”);

•

Diversify its assets so that at the close of each quarter of its taxable year: (1) at least 50% of the value of its total assets must consist of
cash and cash items, government securities, securities of other registered investment companies, and securities of other issuers, with
these other securities limited, in respect of any one issuer, to an amount that does not exceed 5% of the value of the Fund’s total assets
and that does not represent more than 10% of the issuer’s outstanding voting securities (equity securities of a QPTP being considered
voting securities for these purposes); and (2) no more than 25% of the value of its total assets may be invested in (a) the securities of any
one issuer (other than government securities and securities of other RICs, (b) the securities (other than securities of other RICs) of two or
more issuers that the Fund controls and that are engaged in the same, similar, or related trades or businesses, or (c) the securities of one
or more QPTPs (the “Asset Diversification Requirement”); and
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•

Distribute annually to its shareholders at least 90% of its investment company taxable income (generally, taxable net investment income
less net capital gain) (the “Distribution Requirement”).

Pursuant to the Regulated Investment Company Modernization Act of 2010 (the “Modernization Act”), if the Fund fails the Income
Requirement test for a taxable year, it will nevertheless be considered to have satisfied the test for such year if (1) the Fund satisfies certain
procedural requirements and (2) the Fund’s failure to satisfy the gross income test is due to reasonable cause and not due to willful neglect.
However, in such case, a tax is imposed on the Fund for the taxable year in which, absent the application of this provision, it would have
failed the gross income test equal to the amount by which (1) the Fund’s non-qualifying gross income exceeds (2) one-ninth of the Fund’s
qualifying gross income, each as determined for purposes of applying the gross income test for such year.
Also pursuant to the Modernization Act, if the Fund fails the Asset Diversification Requirement as of the end of a quarter, it will nevertheless
be considered to have satisfied the test as of the end of such quarter in the following circumstances. If the Fund’s failure to satisfy the Asset
Diversification Requirement at the end of the quarter is due to the ownership of assets the total value of which does not exceed the lesser of
(1) one percent of the total value of the Fund’s assets at the end of such quarter and (2) $10,000,000 (a “de minimis failure”), the Fund will
be considered to have satisfied the Asset Diversification Requirement as of the end of such quarter if, within six months of the last day of the
quarter in which the Fund identifies that it failed the Asset Diversification Requirement (or such other prescribed time period), the Fund
either disposes of assets in order to satisfy the Asset Diversification Rest, or otherwise satisfies the Asset Diversification Requirement.
In the case of a failure to satisfy the Asset Diversification Requirement at the end of a quarter in a case that does not constitute a de minimis
failure, the Fund will nevertheless be considered to have satisfied the Asset Diversification Requirement as of the end of such quarter if (1)
the Fund satisfies certain procedural requirements; (2) the Fund’s failure to satisfy the Asset Diversification Requirement is due to reasonable
cause and not due to willful neglect; and (3) within six months of the last day of the quarter in which the Fund identifies that it failed the
Asset Diversification Requirement (or such other prescribed time period), the Fund either disposes of assets in order to satisfy the Asset
Diversification Requirement, or otherwise satisfies the Asset Diversification Requirement. However, in this case, a tax is imposed on the
Fund, at the current rate of 35%, on the net income generated by the assets that caused the Fund to fail the Asset Diversification Requirement
during the period for which the Asset Diversification Requirement was not met. However, in all events, such tax will not be less than
$50,000.
The Fund intends to distribute net investment income on an annual basis. Net investment income distributed by the Fund generally will
consist of interest income, if any, and dividends received on investments, less expenses. It is anticipated that a substantial portion of the
Fund’s net interest income will be exempt from Federal income tax other than the Federal alternative minimum tax (“AMT”). Generally, you
are not subject to Federal income tax on the Fund’s distributions of its tax-exempt interest income other than the AMT.
The Fund’s distributions of taxable interest, other investment income and short-term capital gain, whether or not reinvested, are taxable to
you as ordinary income, except as described below.
The Fund will normally distribute net realized capital gains, if any, to its shareholders once a year. Capital gains are generated when the Fund
sells its capital assets for a profit. Capital gains are taxed differently depending on how long the Fund has held the capital asset sold. The
Fund’s taxable distributions, whether received in cash or reinvested in additional shares of the Fund, may be subject to federal income tax.
Distributions of gains recognized on the sale of capital assets held for one year or less are taxed at ordinary income rates for Federal income
tax purposes; distributions of gains recognized on the sale of capital assets held longer than one year are taxed at long-term capital gains rates
for Federal income tax purposes regardless of how long you have held your shares. If the Fund distributes an amount exceeding its income
and gains, this excess will generally be treated as a non-taxable return of capital.
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Taxable Fund distributions received by your qualified retirement plan, such as a 401(k) plan or IRA, are generally tax-deferred; this means
that you are not required to report Fund distributions on your income tax return when paid to your plan, but, rather, when your plan makes
payments to you or your beneficiary. Special rules apply to payouts from Roth and Education IRAs.
The portion of the taxable dividends the Fund pays (other than capital gain distributions and any dividends received from any REIT in which
the Fund invests) that does not exceed the aggregate dividends it receives from U.S. corporations will be eligible for the dividends received
deduction allowed to corporations; however, dividends received by a corporate shareholder and deducted by it pursuant to the dividends
received deduction are subject indirectly to the AMT.
A portion of the periodic returns distributed to the Fund by entities in which it invests may be attributable to return of capital. The Fund may
pass through return of capital distributions received from these entities to its shareholders. The tax treatment of the Fund’s receipt of and
distribution of return of capital to shareholders is as follows:
(1)

Return of capital received by the Fund from the entities in which it invests is a tax-deferred distribution. The distribution of return of
capital to the Fund by an entity in which the Fund invests decreases the Fund’s basis in its investment in that entity. If the Fund sells
its investment in that entity in excess of its basis therein, the Fund will incur a taxable gain that ultimately will be passed on to
shareholders;

(2)

Return of capital paid by the Fund to its shareholders is also a tax-deferred distribution. The distribution of return of capital to
shareholders will decrease the basis of each shareholder’s investment in the Fund. If a shareholder sells its investment in the Fund in
excess of its basis therein, the shareholder will incur a taxable gain.

Since any payment of return of capital to the Fund by an entity in which it invests or by the Fund to a shareholder decreases the Fund’s basis
of its investment in that entity and the shareholder’s basis in its investment in the Fund, respectively, the gain incurred by the Fund and the
shareholder may be higher than if no return of capital had been paid.
If you are a non-retirement plan holder, the Fund will send you a Form 1099 each year that tells you the amount of distributions you received
for the prior calendar year, the tax status of those distributions, and a list of reportable sale transactions. Generally, the Fund’s taxable
distributions are taxable to you in the year you received them. However, any taxable dividends that are declared in October, November or
December but paid in January are taxable as if received in December of the year they are declared. Investors should be careful to consider the
tax consequences of buying shares shortly before a distribution. The price of shares purchased at that time may reflect the amount of the
anticipated distribution. However, any such distribution will be taxable to the purchaser of the shares and may result in a decline in the share
value by the amount of the distribution.
If shares of the Fund are sold at a loss after being held by a shareholder for six months or less, the loss will be treated as long-term, instead of
a short-term, capital loss to the extent of any capital gain distributions received on such shares.
The Fund’s net realized capital gains from securities transactions will be distributed only after reducing such gains by the amount of any
available capital loss carry forwards. Capital losses incurred generally may be carried forward to offset any capital gains.
Capital losses and specified gains realized after October 31, and net investment losses realized after December 31 of the Fund’s fiscal year
may be deferred and treated as occurring on the first business day of the following fiscal year for tax purposes.
Foreign Investments. Gains or losses attributable to fluctuations in exchange rates that occur between the time that the Fund accrues interest,
dividends or other receivables or accrues expenses or other liabilities denominated in a foreign currency and the time that the Fund actually
collects such receivables or pays such liabilities are treated as ordinary income or ordinary losses. Similarly, gains or losses from the
disposition of a foreign currency, or from the disposition of a fixed-income security or a forward contract denominated in a foreign currency
that are attributable to fluctuations in the value of the foreign currency between the date of acquisition of the asset and the date of its
disposition, also are treated as ordinary income or ordinary losses. These gains or losses increase or decrease the amount of the Fund’s
investment company taxable income available to be distributed to its shareholders as ordinary income, rather than increasing or decreasing
the amount of its net capital gain.
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If the Fund owns shares in a foreign corporation that constitutes a “passive foreign investment company” for federal tax purposes (a “PFIC”)
and the Fund does not make either of the elections described in the next two paragraphs, it will be subject to federal income taxation on a
portion of any “excess distribution” it receives from the PFIC or any gain it derives from the disposition of such shares, even if it distributes
such income as a taxable dividend to its shareholders. The Fund may also be subject to additional interest charges in respect of deferred taxes
arising from such distributions or gains. Any tax paid by the Fund as a result of its ownership of shares in a PFIC will not give rise to any
deduction or credit to the Fund or to any shareholder. A PFIC is any foreign corporation (with certain exceptions) that, in general, meets
either of the following tests for the taxable year: (1) at least 75% of its gross income is derived from “passive income” (including interest and
dividends) or (2) an average of at least 50% of the value (or adjusted tax basis, if elected) of its assets produce, or are held for the production
of, “passive income.” The Fund’s distributions of income from any PFICs will not be eligible for the 15% and 20% maximum federal income
tax rates on individual shareholders’ “qualified dividend income” described in the Prospectus.
The Fund could elect to “mark to market” its stock in a PFIC. Under such an election, the Fund would include in gross income (and treat as
ordinary income) each taxable year an amount equal to the excess, if any, of the fair market value of the PFIC stock as of the close of the
taxable year over the Fund’s adjusted basis in the PFIC stock. The Fund would be allowed a deduction for the excess, if any, of that adjusted
basis over that fair market value, but only to the extent of any net mark-to-market gains included by the Fund for prior taxable years. The
Fund’s adjusted basis in the PFIC stock would be adjusted to reflect the amounts included in, or deducted from, income under this election.
Amounts so included, as well as gain realized on the disposition of the PFIC stock, would be treated as ordinary income. The deductible
portion of any mark-to-market loss, as well as loss realized on the disposition of the PFIC stock to the extent that such loss does not exceed
the net mark-to-market gains previously included by the Fund, would be treated as ordinary loss. The Fund generally would not be subject to
the deferred tax and interest charge provisions discussed above with respect to PFIC stock for which a mark-to-market election has been
made.
If the Fund purchases shares in a PFIC and elects to treat the PFIC as a “qualified electing fund,” the Fund would be required to include in its
income each taxable year its pro rata share of the ordinary income and net capital gains of the PFIC, even if the income and gains were not
distributed to the Fund. Any such income would be subject to the Distribution Requirement and the calendar year excise tax distribution
requirement described above. In most instances it will be very difficult, if not impossible, to make this election because some of the
information required to make this election may not be easily obtainable.
Investors should be aware that the Fund may not be able, at the time it acquires a foreign corporation’s shares, to ascertain whether the
corporation is a PFIC and that a foreign corporation may become a PFIC after the Fund acquires shares therein. While the Fund generally
will seek not to invest in PFIC shares to avoid the tax consequences detailed above, there are no guarantees that it will be able to do so, and it
reserves the right to make such investments as a matter of its investment policy.
Investment income received by the Fund from sources within foreign countries and U.S. possessions (collectively, “foreign sources”) and
gains that the Fund realizes on the disposition of foreign securities may be subject to foreign income, withholding, or other taxes withheld at
the source. The United States has entered into tax treaties with many foreign countries that may entitle the Fund to a reduced rate of such
taxes or exemption from taxes on such income. It is impossible to know the effective rate of foreign tax in advance, since the amount of the
Fund’s assets to be invested within various countries will vary.
LLC/LP Investments. The Fund may invest in LLCs and LPs that are classified for federal tax purposes as partnerships. An LLC or LP in
which the Fund invests may be (1) a “publicly traded partnership” (that is, a partnership the interests in which are “traded on an established
securities market” or “readily tradable on a secondary market (or the substantial equivalent thereof)”) (a “PTP”) or (2) a non-PTP at least
90% of the income of which satisfies the Income Requirement. Certain of those PTPs will be QPTPs.
If an LLC or LP in which the Fund invests is a QPTP, all its net income (regardless of source) would be qualifying income for the Fund
under the Income Requirement. The Fund’s investment in QPTPs (including MLPs), together with certain other investments, however, may
not exceed 25% of the value of its total assets in order to satisfy the Asset Diversification Requirement. In addition, if the Fund holds more
than 10% of a QPTP’s (including MLPs) equity securities, none of those securities will count toward its satisfying those requirements.
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With respect to non-QPTPs, (1) if the LLC or LP is treated for federal tax purposes as a corporation, distributions from it to the Fund would
likely be treated as “qualified dividend income” and disposition of the Fund’s interest therein would be gain from the disposition of a
security, or (2) if the LLC or LP is not treated as a corporation, the Fund would be treated as having earned its proportionate share of each
item of income the LLC or LP earned. In the latter case, the Fund would be able to treat its share of the entity’s income as qualifying income
under the Income Requirement only to the extent that income would be qualifying income if realized directly by the Fund in the same
manner as realized by the LLC or LP.
Certain LLCs and LPs (e.g., private funds) in which the Fund invests may generate income and gains that are not qualifying income under
the Income Requirement.
The foregoing is only a summary of some of the important federal income tax considerations affecting the Fund and its shareholders and is
not intended as a substitute for careful tax planning.
Prospective investors should consult their own tax advisers for more detailed information regarding the above and for information
regarding federal, state, local and foreign taxes.
CUSTODIAN
Huntington National Bank, 41 South High Street, Columbus, Ohio 43215, is custodian of the Fund’s investments. The custodian acts as the
Fund’s depository, safekeeps the Fund’s portfolio securities, collects all income and other payments with respect thereto, disburses funds at
the Fund’s request and maintains records in connection with its duties.
For its custodial services, the custodian receives a monthly fee from the Fund based on a sliding scale of the market value of the assets under
custody, subject to minimum annual fees. The custodian also receives asset-based administration and safekeeping fees for securities
custodied outside the U.S. as well as various transaction-based fees.
TRANSFER AGENT, FUND ACCOUNTING AGENT, AND ADMINISTRATOR
Under the terms of a Mutual Fund Services Agreement between the Trust and Ultimus Fund Solutions, LLC (“Ultimus”), 225 Pictoria Drive,
Suite 450, Cincinnati, Ohio 45246, Ultimus serves as Transfer Agent and shareholder services agent, fund accounting agent, and
administrator for the Fund.
As transfer agent and shareholder services agent, Ultimus maintains the records of each shareholder’s account, answers shareholders’
inquiries concerning their accounts, processes purchases and redemptions of the Fund’s shares, acts as dividend and distribution disbursing
agent and performs other shareholder service functions. As fund accounting agent, Ultimus calculates the daily net asset value per share and
maintains the financial books and records of the Fund. As administrative services agent for the Trust, Ultimus supplies non-investment
related administrative and compliance services for the Fund. Ultimus prepares tax returns, reports to shareholders, reports to and filings with
the Securities and Exchange Commission and state securities commissions, and materials for meetings of the Board.
For its transfer agency services to the Funds, Ultimus receives a yearly fixed amount per shareholder account, subject to yearly minimum
fees per portfolio. Ultimus is also entitled to receive additional amounts that may be activity or time-based charges, account/transaction fees
related to the administration of the Trust’s Anti-Money Laundering Compliance Program plus reimbursement for out-of-pocket expenses. For
its administration and fund accounting services to the Fund, Ultimus receives a monthly fee based, in part, on a sliding scale calculated
according to the average daily net assets of the Fund (subject to minimum annual fees per Fund). In addition, the Fund pays Ultimus’ out-ofpocket expenses including, but not limited to, literature fulfillment services; statement, confirmation and tax form production; record storage,
telephone and mailing charges, bank fees; special reports; and edgarization fees.
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Trust’s Board of Trustees intends to select an Independent Registered Public Accounting Firm for the Fund prior to the Fund’s
commencement of operations. The selected firm will provide audit services, tax return preparation and assistance, and audit-related services
in connection with certain SEC filings.
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DISTRIBUTOR
Pursuant to a Distribution Agreement between the Trust, on behalf of the Fund, the Adviser and Ultimus Fund Distributors, LLC (the
“Distributor”), 225 Pictoria Drive, Suite 450, Cincinnati, Ohio 45246, the Distributor is the exclusive agent for distribution of shares of the
Fund. Ultimus Fund Distributors, LLC is a wholly-owned subsidiary of Ultimus Fund Solutions, LLC. Certain officers of the Trust also are
officers of the Distributor. As a result, such persons may be deemed to be affiliates of the Distributor.
Under the Distribution Agreement, the Distributor is obligated to sell the shares of the Fund on a best efforts basis. Shares of the Fund are
offered to the public on a continuous basis.
Pursuant to the Distribution Agreement, the Distributor also agrees to (1) review all proposed advertising materials and sales literature for
compliance with applicable laws and regulations, and file with appropriate regulators those advertising materials and sales literature it
believes are in compliance with such laws and regulations; (2) enter into agreements with such qualified broker-dealers and other financial
intermediaries (the “Financial Intermediaries”), as requested by the Fund in order that such Financial Intermediaries may sell shares of the
Fund; (3) prepare reports for the Board regarding its activities under the agreement and payments made under the Fund’s Rule 12b-1
Distribution Plan (if applicable) as from time to time shall be reasonably requested by the Board; and (4) monitor amounts paid under Rule
12b-1 plans (if applicable) and pursuant to sales loads (if applicable) to ensure compliance with applicable FINRA rules. For these services,
the Adviser pays the Distributor an annual fee, payable in monthly installments. In addition, the Adviser reimburses the Distributor for
certain out-of-pocket expenses incurred on the Fund’s behalf.
PROXY VOTING POLICIES
The Trust, the Adviser, and the Sub-Advisers have each adopted proxy voting policies and procedures reasonably designed to ensure that
proxies are voted in shareholders’ best interests. As a brief summary, the Trust’s policy delegates responsibility regarding proxy voting to the
Adviser, which has delegated responsibility to each of the various Sub-Advisers in relation to the securities purchased by that Sub-Adviser.
In each case, proxies will be voted in accordance with the Sub-Advisers’ proxy voting policies, subject to the supervision of the Board.
The Trust’s policy provides that if a proxy proposal raises a material conflict of interest between the interests of the Adviser, the Trust’s
principal underwriter, or an affiliated person of the Fund, the Adviser, a Sub-Adviser, or a principal underwriter and that of the Fund (a
“Conflict”), the Adviser or Sub-Adviser shall resolve such conflict by: (1) voting the proxy consistent with a pre-determined voting policy
for various types of proposals (“Pre-Determined Voting Policy”) if the Adviser or Sub-Adviser has little or no discretion to deviate from such
policy with respect to the proposal in question; or (2) disclosing the conflict to the Board and obtaining the Board’s consent to the proposed
vote prior to voting on such proposal if the Adviser or Sub-Adviser has discretion to deviate from its Pre-Determined Voting Policy or does
not maintain a Pre-Determined Voting Policy. Under the policy, the Board may vote a proxy subject to a Conflict disclosed by the Adviser or
Sub-Adviser based on the recommendation of an independent third party.
The Sub-Advisers’ proxy voting policies and procedures have been implemented to ensure that each Sub-Adviser votes in the best interest of
clients and address any material conflicts that may arise during the voting process. The responsibilities of proxy voting have been assigned to
members of each Sub-Adviser’s internal portfolio management team. The Committee’s duties consist of analyzing proxy statements of
issuers whose stock is owned in the client accounts. Each Sub-Adviser’s proxy voting is based on its experience with voting corporate
governance issues. Each proxy will be considered based on the relevant facts and circumstances. One of the primary factors each SubAdviser considers when determining the desirability of investing in a particular company is the quality and depth of that company’s
management. Accordingly, the recommendation of management on any issue is one of the factors considered in determining how proxies
should be voted.
The proxy voting policies of the various Sub-Advisers have been included in Appendix A herein.
Information regarding how the Fund voted proxies relating to portfolio securities will be available: (1) without charge, upon request, by
calling Shareholder Services at 1-800-957-068; and (2) on the SECs website at http://www.sec.gov.
FINANCIAL STATEMENTS
Financial statement are not available because the Fund had not commenced operations prior to the date of this SAI.
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Appendix A
Adviser and Sub-Adviser Proxy Voting Policies
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Cornerstone Capital, Inc.

1. Proxy Voting and Other Legal Matters
Overview (Proxy Voting Rule 206(4)-6)
An investment adviser that exercises voting authority over Client proxies is required to:
■

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;

■

Disclose to Clients how they may obtain information from you about how you voted with respect to their securities; and

■

Describe to Clients your proxy voting policies and procedures and, upon request, furnish a copy of the policies and
procedures to the requesting Client.

■

Maintain certain records related to proxy voting including;

■

A copy of each proxy statement that the investment adviser receives regarding Client securities. An investment adviser may
satisfy this requirement by relying on a third party to make and retain, on the investment adviser’s behalf, a copy of a proxy
statement (provided that the adviser has obtained an undertaking from the third party to provide a copy of the proxy statement
promptly upon request) or may rely on obtaining a copy of a proxy statement from the Commission’s Electronic Data Gathering,
Analysis, and Retrieval (EDGAR) system.

Proxy Voting Requirements for Mutual Funds
Mutual funds and other registered management investment companies are required to disclose each year how they vote proxies relating to
portfolio securities they hold. Not later than August 31st of each year. A mutual fund must file with the SEC a report known as Form
N-PX, containing the fund’s complete proxy voting record for the most recent 12-month period ended June 30th.
A mutual fund’s proxy voting record is available from the Fund and on the SEC’s website. A mutual fund must make the information
disclosed in its most recently filed Form N-PX available to shareholders either on the Fund’s website or upon request by calling a specified
toll-free (or collect) telephone number. Many mutual funds make this information available on their websites. If a mutual fund makes its
proxy voting record available to shareholders upon request, the fund must send the information to shareholders, without charge, within
three business days of receipt of a request.
A mutual fund must disclose the following information on Form N-PX for each matter relating to a portfolio security considered at a
shareholder meeting and on which the fund is entitled to vote:
●
●
●
●
●

The name of the issuer of the portfolio security;
The exchange ticker symbol of the portfolio security;
The Council on Uniform Securities Identification Procedures (“CUSIP“) number for the portfolio security;
The shareholder meeting date;
A brief identification of the matter voted on;

FOR INTERNAL USE ONLY
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●
●
●
●

Whether the matter was proposed by the issuer or a security holder;
Whether the fund cast its vote on the matter;
How the fund cast its vote (for example, for or against the proposal, or abstain; for or withhold regarding election of directors);
and
Whether the fund cast its vote for or against management.

Policy
As a matter of policy, Cornerstone does not accept proxy voting authority. The Underlying Managers with whom Clients invest may vote
proxies if authorized to do so by Clients, and each Subadviser to the Fund is authorized and responsible for voting proxies for their
respective portion of the Fund pursuant to the subadvisory investment management agreement between the Fund and each Subadviser.
Should the Firm change its policy in the future to accept any voting responsibilities for client proxies, it will amend the policies and
procedures to ensure that it votes the proxies in the best interest of its clients.
Procedures
Cornerstone is not responsible for filing Form N-PX but provides assistance to the Administrator upon request.
The Subadvisers are responsible for voting proxies with respect to the portfolio of securities they manage on behalf of the Fund. Each
Subadviser will maintain documentation of all proxies that were received, records of how the proxies were voted and when the vote was
submitted. The Fund Administrator is responsible for contacting each respective Subadviser to obtain the information needed in order to
facilitate the Fund’s filing of Form N-PX.
Securities Litigation
From time to time, Cornerstone receives notification of securities held in the Fund that are subject to litigation/class action lawsuits.
Cornerstone may engage a securities class action settlement recovery service provider which is responsible for claims processing on behalf
of the Fund. The service provider, if so engaged, will be responsible for the filing, recovery, and monitoring of securities class actions on
behalf of the Fund.
FOR INTERNAL USE ONLY
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Ark Investment Management
ARK Investment Management LLC (“Adviser”) has adopted this Proxy Voting Policy (“Policy”) pursuant to Rule 206(4)-6 under the
Investment Advisers Act of 1940, as amended (“Advisers Act”), Rule 30b1-4 under the Investment Company Act of 1940, as amended, and
other fiduciary obligations. The Policy is designed to provide guidance to portfolio managers and others in discharging the Adviser’s proxy
voting duty and to ensure that proxies are voted in the best interests of the Adviser’s clients.
I.

Statement of Policy

It is the Adviser’s policy to vote shares owned by clients that have delegated discretionary proxy voting authority to the Adviser in the best
interest of the clients without regard to the interests of the Adviser or other related parties. For purposes of the Policy, the “best interests of
clients” shall mean (unless with respect to a particular client, such client has otherwise specified) the clients’ best economic interests over the
long term – that is, the common interest that all clients share in seeing the value of a common investment (held by various clients or
accounts) increase over time. The Adviser will accept directions from a client to vote the client’s proxies in a manner that may result in such
client’s proxies being voted differently than the Adviser might vote proxies of other clients over which the Adviser has full discretionary
proxy voting authority. The Adviser believes such client directions should be treated as customized proxy voting guidelines and this Policy
does not generally apply to customized proxy voting guidelines.
It is the policy of the Adviser that complete and accurate disclosure concerning its proxy voting policies and procedures and proxy voting
records, as required by the Advisers Act, be made available to those clients that have delegated discretionary proxy voting authority to the
Adviser. Specific disclosure requirements as to investment company clients, such as the series of ARK ETF Trust, are described in section IV
hereof and in compliance policies and procedures for the relevant funds.1
II.

Procedures

Subject to the procedures set forth below, the Adviser’s portfolio managers maintain responsibility for reviewing all proxies individually and
making final decisions based on the merits of each case.
A.

Use of Third Party Proxy Service

In connection with its responsibilities expressed herein, the Adviser has retained Broadridge Investor Communication Solutions, Inc. (“Proxy
Agent”), a third-party service provider, to assist the Adviser in researching and voting proxies for its clients. The Adviser will utilize the
research and analytical services, operational implementation and recordkeeping and reporting services provided by Proxy Agent. Proxy
Agent will provide research for each proxy and a recommendation as to how to vote on each issue based on the research of a third-party
research provider (e.g., Glass, Lewis & Co., LLC) (“Research Provider”) with regard to the individual facts and circumstances of the proxy
issue and the Research Provider’s application of its research findings to the Research Provider’s guidelines (“Guidelines”). Adviser will
instruct the Proxy Agent to cast votes in accordance with the Research Provider’s recommendations (“Recommendation”) unless otherwise
instructed by the Adviser as set forth below.
1

See, e.g., the Compliance Manual for ARK ETF Trust, section VI.C.
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B.

Review of Recommendations

The Adviser’s portfolio managers (or other designated personnel) have the ultimate responsibility to accept or reject any Recommendation.
Consequently, the portfolio managers or other appointed personnel are responsible for understanding and reviewing how proxies are voted
for their clients, taking into account this Policy, the Guidelines and the best interest of the clients. A portfolio manager shall override the
Recommendation if he/she does not believe that such Recommendation, based on all facts and circumstances, is in the best interests of the
clients.
The Adviser may choose not to vote proxies under the following circumstances:
1.

if the effect on the clients’ economic interests or the value of the portfolio holding is indeterminable or insignificant;

2.

if the cost of voting the proxy outweighs the possible benefit; or

3.

if a jurisdiction whose laws or regulations govern the voting of proxies with respect to the portfolio holding impose
share blocking restrictions which prevent the Adviser from exercising its voting authority.

If for some other reason proxies are not voted for Clients, the Adviser and/or a third-party will conduct an analysis to review whether the
lack of voting would have had a material impact on the outcome of the vote. The Adviser will memorialize the basis for any decision to
override a Recommendation or to abstain from voting, including the resolution of any conflicts, as further discussed below.
Addressing Material Conflicts of Interest
C.
Prior to overriding a Recommendation, the portfolio manager (or other designated personnel) must memorialize the determination by filling
out a Proxy Vote Override Form, attached as Exhibit A (or other document containing substantially the same information) and submit it to
the Adviser’s Chief Compliance Officer (“CCO”) for determination as to whether a potential material conflict of interest exists between the
Adviser and the clients on whose behalf the proxy is to be voted (“Material Conflict”). Portfolio managers have an affirmative duty to
disclose any potential Material Conflicts known to them related to a proxy vote. Material Conflicts may exist in situations where the Adviser
is called to vote on a proxy involving an issuer or proponent of a proxy proposal regarding the issuer where the Adviser or an affiliated
person of the Adviser also:
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1.

manages the issuer’s or proponent’s pension plan;

2.

administers the issuer’s or proponent’s employee benefit plan;

3.

provides brokerage, underwriting, insurance or banking services to the issuer or proponent; or

4.

manages money for an employee group.

Additional Material Conflicts may exist if an executive of the Adviser or its control affiliates is a close relative of, or has a personal or
business relationship with:
1.

an executive of the issuer or proponent;

2.

a director of the issuer or proponent;

3.

a person who is a candidate to be a director of the issuer;

4.

a participant in the proxy contest; or

5.

a proponent of a proxy proposal.

Material Conflicts based on business relationships or dealings of affiliates of the Adviser will only be considered to the extent that the
portfolio management area of the Adviser has actual knowledge of such business relationships. Whether a relationship creates a Material
Conflict will depend on the facts and circumstances. Even if these parties do not attempt to influence the Adviser with respect to voting, the
value of the relationship to the Adviser can create a Material Conflict.
Material Conflicts may exist when the Adviser manages a separate account, a fund or other collective investment vehicle that invests in
affiliated funds. When the Adviser receives proxies in its capacity as a shareholder of an underlying fund, the Adviser will vote in
accordance with the Recommendation. If the independent Proxy Agent does not provide a Recommendation, the Adviser then may address
the conflict by “echoing” or “mirroring” the vote of the other shareholders in those underlying funds.
If the CCO determines that there is no potential Material Conflict, the portfolio manager may override the Recommendation and vote the
proxy issue as he/she determines is in the best interest of clients. If the CCO determines that there exists or may exist a Material Conflict, the
CCO will consider the facts and circumstances of the pending proxy vote and the potential or actual Material Conflict and make a
determination as to how to vote the proxy – i.e., whether to permit or deny the override of the Recommendation, or whether to take other
action, such as delegating the proxy vote to an independent third party or obtaining voting instructions from clients. In considering the proxy
vote and potential Material Conflict, the CCO may consider the following factors:
1.

the percentage of outstanding securities of the issuer held on behalf of clients by the Adviser;
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2.

the nature of the relationship of the issuer with the Adviser, its affiliates or its executive officers;

3.

whether there has been any attempt to directly or indirectly influence the portfolio manager’s decision;

4.

whether the direction (for or against) of the proposed vote would appear to benefit the Adviser or a related party; and

5.

whether an objective decision to vote in a certain way will still create a strong appearance of a conflict.

The Adviser may not abstain from voting any such proxy for the purpose of avoiding a potential conflict.
In the event the Research Provider has a conflict and thus, is unable to provide a Recommendation, the portfolio manager will make a voting
recommendation and complete a Proxy Vote Override Form. The CCO will review the form and if the CCO determines that there is no
potential Material Conflict, the portfolio manager may instruct the Proxy Agent to vote the proxy issue as he/she determines is in the best
interest of clients. If the CCO determines that there exists or may exist a Material Conflict, the CCO will make a determination based on a
consideration of the factors noted above.
D.

Lending

The Adviser will monitor upcoming meetings and call stock loans, if applicable, in anticipation of an important vote to be taken among
holders of the securities or of the giving or withholding of their consent on a material matter affecting the investment. In determining whether
to call stock loans, the relevant portfolio manager(s) shall consider whether the benefit to the client in voting the matter outweighs the benefit
to the client in keeping the stock on loan. Currently, the Adviser does not participate in securities lending activities.
III.

Compliance Monitoring

The CCO will periodically review Proxy Agent reports of portfolio manager overrides to confirm that proper override and conflict checking
procedures were followed.
IV.

Client Reporting
A.

General

The Adviser will provide a copy of this Policy and the Guidelines upon request
from a client.
Each quarter, the Adviser will report to each client any proxy votes involving the client with respect to which the Adviser overrode the
Recommendation, and will include a description of the reason for the override and whether such override involved a potential Material
Conflict and the participation of the CCO.
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The Adviser will provide any client who makes a written or verbal request with a copy of a report disclosing how the Adviser voted
securities held in that client’s portfolio.
B.

Investment Company Clients

The Adviser will provide a copy of this Policy and the Guidelines, and any material amendments thereto, to the board of directors/trustees of
a client that is a registered investment company, including the Board of Trustees of ARK ETF Trust.
With respect to proxies voted on behalf of a client that is a registered investment company, the Adviser will make available via the SEC’s
EDGAR Form N-PX report of all proxies voted for such client for each twelve month period from July 1 to June 30 of the following year.
The report will generally contain the following information:
1.

the name of the issuer of the security;

2.

the security’s exchange ticker symbol;

3.

the security’s CUSIP number;

4.

the shareholder meeting date;

5.

a brief identification of the matter voted on;

6.

whether the matter was proposed by the issuer or by a security holder;

7.

whether the Adviser cast a vote on the matter;

8.

how the Adviser voted; and

9.

whether the Adviser voted for or against management.

The Adviser will ensure that proper disclosure is made in each registered investment company client’s Statement of Additional Information
describing the policies and procedures used to determine how to vote proxies relating to such client’s portfolio securities.
Disclosure to Third Parties
C.
Since the manner in which the Adviser votes proxies on behalf of its clients may be considered material non-public information, employees
may not disclose the Adviser’s actual vote (until voting results are made public) or the Adviser’s voting intentions to any third party (except
electronically to regulatory agencies) including, but not limited to, proxy solicitors, non-clients, and the media. The Adviser may
communicate with other investors regarding a specific proposal but will not disclose its vote until such time as the subject issuer has publicly
disclosed the voting results.
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V.
Recordkeeping
Either the Adviser or the Proxy Agent, or both, as indicated below, will maintain the following records:
a copy of this Policy (Adviser);
1.
2.

a copy of the Guidelines (both);

3.

a copy of each proxy statement received by the Adviser regarding client securities (Proxy Agent);

4.

a record of each vote cast by the Adviser on behalf of a client (Proxy Agent);

5.

a copy of all documents created by the Adviser that were material to making a decision on the proxy voting (or abstaining
from voting) of client securities or that memorialize the basis for that decision including the resolution of any conflict, a
copy of all Proxy Vote Override Forms and all supporting documents (Adviser); and

6.

a copy of each written request by a client for information on how the Adviser voted proxies on behalf of the client, as well as
a copy of any written response by the Adviser to any request by a client for information on how the Adviser voted proxies on
behalf of the client. Records of oral requests for information or oral responses will not be kept. (Adviser)

Such records must be maintained for at least six years.
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Green Alpha Advisors

Part 1: Management Proposals
Board of Directors
We seek boards that will effectively oversee management. We believe that diverse boards are a key component of effective oversight and
governance.
Elect Directors
Withhold votes from all nominees if the board lacks an audit, compensation, or nominating committee.
Withhold votes from all male nominees if the board does not include at least two female directors; vote for female nominee(s),
unless the female nominee(s) do not pass other Green Alpha director qualifications.
Withhold votes from all nominees if the board did not act to implement a policy requested by a shareholder proposal that received
majority voting support in the prior two years.
Withhold votes from all nominees if the board adopted or renewed a poison pill without shareholder approval during the current or
prior year.
Withhold votes from any non-independent or employee nominee who serves on the audit, compensation, or nominating committee.
Withhold votes from any non-independent nominee (excluding the CEO) if 50% or more of the directors are not independent.
Withhold votes from any nominee who serves on the compensation committee if ballot includes an equity incentive plan that does
not exclude directors from eligibility.
Withhold votes from any nominee who serves on the compensation committee if named executive compensation is deemed to be
excessive relative to revenues/net sales and earnings.
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Withhold votes from any nominee who serves on the audit committee if the fees paid by the company for non-audit services in the
prior fiscal year exceed 25% of the aggregate fees paid to the company’s outside auditor.
Withhold votes from any nominee who attended less than 75% of the board and committee meetings that they were scheduled to
attend during the previous fiscal year.
Approve Board Size
Vote against if the proposal reduces the board size and the company has cumulative voting.
Vote against if the proposed maximum board size is greater than 13 directors.
Vote against if the proposed minimum board size is less than 4 directors.
Give Board Authority to Set Board Size
Always vote against a management proposal to give the board the authority to set the size of the board as needed without
shareholder approval.
Removal of Directors
Vote against if the proposal limits the removal of directors to cases where there is legal cause.
Vote against if the proposal would allow for the removal of directors without cause.
No Shareholder Approval to Fill Vacancy
Always vote against a management proposal to allow the directors to fill vacancies on the board without shareholder approval.
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Approve Classified Board
Always vote against a management proposal to adopt a classified board.
Repeal Classified Board
Always vote for a management proposal to repeal classified board.
Adopt Director Liability Provision
Always vote against a management proposal to limit the liability of directors.

Capital Structures
Increase Authorized Common Stock
Vote against if the increase is intended for a stock split
Vote against if the increase is an anti-takeover defense
Approve Common Stock Issuance
Vote against if the dilution represents more than 20 percent of current outstanding voting power before the stock issuance.
Vote against if the stock would be issued at a discount to the fair market value.
Vote against if the issued common stock has superior voting rights.
Approve Issuance or Exercise of Stock Warrants
Vote against if the warrants, when exercised, would exceed 20 percent of the outstanding voting power.
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Authorize Preferred Stock
Vote against if the board has unlimited rights to set the terms and conditions of the shares.
Increase Authorized Preferred Stock
Vote against if the board has unlimited rights to set the terms and conditions of the shares.
Approve Issuance or Conversion of Preferred Stock
Vote against if the shares have voting rights superior to those of other shareholders.
Authorize Dual Class Stock
Vote against if the shares have inferior or superior voting rights.
Increase Authorized Dual Class Stock
Vote against if it will allow the company to issue additional shares with superior voting rights
Approve Stock Split
Always vote against a management proposal to approve a stock split
Approve Reverse Stock Split
Vote against if the company does not intend to proportionally reduce the number of authorized shares.
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Changes to Corporate Structure
Approve Merger/Acquisition
Given the multitude of factors that influence a merger/acquisition and the material financial impact that M&A activity may have on a
client’s portfolio, we must vote mergers/acquisitions on a case-by-case basis. As with any vote on a client’s behalf, our first and
foremost consideration is the vote’s financial materiality for our clients. Rationale behind a specific merger/acquisition vote is
available upon request by any Green Alpha client. Factors considered by the Investment Committee include, but are not limited to,
the following:
• Offer price versus Investment Committee’s valuation versus market price
• Restrictions on or termination of share classes as a result of merger
• Whether the clients’ shares will become subordinate as a result of the merger
• Whether entity resulting from merger/acquisition will qualify as a Next Economy company
Vote against if the company's board did not obtain a fairness opinion from a professional third party.
Approve Reincorporation
Vote against if the proposal would reduce shareholder rights.
Approve Leveraged Buyout
Vote against if the company's board did not obtain a fairness opinion from a professional third party.
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Eliminate Cumulative Voting
Always vote against a management proposal to eliminate cumulative voting.
Adopt Cumulative Voting
Always vote for a management proposal to adopt cumulative voting.

Takeover Defense Activity
Adopt Poison Pill
Vote against if the company has a classified board.
Vote against if the poison pill does not have a "sunset" provision.
Vote against if the poison pill does not have a TIDE provision. (Three-Year Independent Director Evaluation.)
Vote against if the poison pill trigger is less than 20%.
Eliminate Special Meeting
Always vote against a management proposal to eliminate shareholders’ right to call a special meeting.
Limit Special Meeting
Always vote against a management proposal to limit shareholders’ right to call a special meeting.
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Restore Special Meeting
Always vote for a management proposal to restore shareholders’ right to call a special meeting.
Eliminate Written Consent
Always vote against a management proposal to eliminate shareholders’ right to act by written consent.
Limit Written Consent
Always vote against a management proposal to limit shareholders’ right to act by written consent.
Restore Written Consent
Always vote for a management proposal to restore shareholders’ right to act by written consent.
Adopt Supermajority Requirement
Always vote against a management proposal to establish a supermajority vote provision to approve merger or other business
combination.
Amend Supermajority Requirement
Vote against if the amendment would increase the vote required to approve the transaction.
Vote against if the amendment increases the vote requirement above 50% of the outstanding shares.
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Eliminate Supermajority Requirement
Always vote for a management proposal to eliminate a supermajority vote provision to approve merger or other business
combination.
Adopt Supermajority Lock-In
Always vote against a management proposal to adopt supermajority vote requirements (lock-ins) to change certain bylaw or charter
provisions.
Amend Supermajority Lock-In
Vote against if the changes would increase the vote requirement above 50% of the outstanding shares.
Vote against if the changes would result in a complete Lock-In on all of the charter and bylaw provisions.
Eliminate Supermajority Lock-In
Always vote for a management proposal to eliminate supermajority vote requirements (lock-ins) to change certain bylaw or charter
provisions.
Adopt Fair Price Provision
Always vote for a management proposal that establishes a fair price provision.
Repeal Fair Price Provision
Always vote against a management proposal to repeal a fair price provision.
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Adopt Anti-Greenmail Provision
Always vote for a management proposal to limit the payment of greenmail.
Adopt Advance Notice Requirement
Always vote against a management proposal to adopt advance notice requirements.
Opt Out of State Takeover Law
Always vote against a management proposal seeking to opt out of a state takeover statutory provision.
Opt Into State Takeover Law
Always vote for a management proposal seeking to opt into a state takeover statutory provision.

Compensation & Incentive Plans
Approve, on an Advisory Basis, Named Executive Officer Compensation
Vote against if named executive compensation is deemed to be excessive relative to revenues/net sales and earnings, or proxy
materials are limited in scope and analysis.
Vote for if named executive compensation is reasonable given current company incentive programs and recent achievements.
Vote against if any non-independent director serves on compensation committee.
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Recommend, on an Advisory Basis, the Frequency of the Stockholder Vote to Approve Executive Compensation
Always vote 1 year when frequency of stockholder vote to approve executive compensation is proposed.
Adopt Long-Term (Stock) Incentive Plan
Vote against if the plan dilution is more than 10%.
Vote against if the plan does not explicitly exclude non-employee directors from eligibility.
Vote against if the plan allows the plan administrators to reprice or replace underwater options.
Vote against if the plan allows non-qualified options to be priced at less than 80% of the fair market value on the grant date.
Vote against if the plan has a share replenishment feature (evergreen plan) – that is, it adds a specified number or percentage of
outstanding shares for awards each year.
Vote against if the plan allows for multiple awards and does not set a limit on the number of shares that can be granted as award
other than options.
Vote against if the plan permits the award of time-lapsing restricted stock that fully vest in less than 3 years.
Vote against if the proposed plan allows for the accelerated vesting of awards upon shareholder approval of a merger or similar
business transaction.
Vote against if the proposed plan allows the plan administrator to provide loans to exercise awards.
Vote against if the proposed plan allows the plan administrator to accelerate the vesting requirements of outstanding awards.
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Vote against if the proposed plan allows the plan administrator to grant reloaded stock options.
Vote against if the company authorized the repricing or replacement of underwater options without shareholder approval within the
past three years.
Vote against if the company does not expense stock options.
Vote against if the minimum vesting period for options granted under it is less than 3 years.
Amend Long-Term (Stock) Incentive Plan
Vote against if the amendment allows options to be priced at less than 80% fair market value on the grant date.
Vote against if the plan does not explicitly exclude non-employee directors from eligibility.
Vote against if the amendment allows the plan administrator to reprice or replace underwater options.
Vote against if the amendment extends post-retirement exercise period of outstanding options.
Vote against if the amendment enhances existing change-in-control features or adds change-in-control provisions to the plan.
Vote against if the amendment adds time-lapsing restricted stock awards that fully vest in less than 3 years.
Vote against if the amendment allows for multiple awards and does not set a limit on the number of shares that can be granted as
awards other than options.
Add Shares to Long-Term (Stock) Incentive Plan
Vote against if the dilution is more than 10%.
Vote against if the plan does not explicitly exclude non-employee directors from eligibility.
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Vote against if the plan allows the plan administrators to reprice or replace underwater options.
Vote against if the plan allows non-qualified options to be priced at less than 80% of the fair market value on the grant date.
Vote against if the plan has a share replenishment feature (evergreen plan) – that is, it adds a specified number or percentage of
outstanding shares for award each year.
Vote against if the plan does not set a limit on the number of shares that can be granted as awards other than options.
Vote against if the plan permits the award of time-lapsing restricted stock that fully vest in less than 3 years.
Vote against if the proposed plan allows for the accelerated vesting of awards upon shareholder approval of a merger or similar
business transaction.
Vote against if the proposed plan allows the plan administrator to provide loans to exercise awards.
Vote against if the proposed plan allows the plan administrator to accelerate the vesting requirements of outstanding awards.
Vote against if the proposed plan allows the plan administrator to grant reloaded stock options.
Vote against if the company does not expense stock options.
Vote against if the minimum vesting period for options granted under it is less than 3 years.
Extend Term of Stock Incentive Plan
Vote against if the non-employee directors are eligible to receive awards under the plan.
Vote against if the compensation committee is not fully independent.
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Vote against if the plan allows the plan administrators to reprice or replace underwater options.
Vote against if the plan allows non-qualified options to be priced at less than 80% of the fair market value on the grant date.
Vote against if the plan allows for multiple awards and does not set a limit on the number of shares that can be granted as awards
other than options.
Vote against if the plan permits the award of time-lapsing restricted stock that fully vest in less than 3 years.
Vote against if the proposed plan allows for the accelerated vesting of awards upon shareholder approval of a merger or similar
business transaction.
Vote against if the proposed plan allows the plan administrator to provide loans to exercise awards.
Vote against if the proposed plan allows the plan administrator to accelerate the vesting requirements of outstanding awards.
Vote against if the proposed plan allows the plan administrator to grant reloaded stock options.
Vote against if the company authorized the repricing or replacement of underwater options without shareholder approval within the
past three years.
Vote against if the company does not expense stock options.
Vote against if the minimum vesting period for options granted under it is less than 3 years.
Adopt Director Stock Incentive Plan
Always vote against a management proposal to adopt a stock incentive plan for non-employee directors.
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Amend Director Stock Incentive Plan
Vote against if the amendment increases the size of the option awards.
Vote against if the amendment would make the plan an omnibus plan that authorizes 5 or more types of awards or gives the
compensation committee discretion to issue a wide range of stock-based awards.
Vote against if the amendment would permit the granting of non-formula, discretionary awards.
Vote against if the amendment would provide an incentive to receive shares instead of cash.
Vote against if the amendment adds time-lapsing restricted stock awards that fully vest in less than 3 years.
Add Shares to Director Stock Incentive Plan
Always vote against a management proposal to add shares to a stock incentive plan for non-employee directors.
Adopt Director Stock Award Plan
Always vote against a management proposal to adopt a stock award plan for non-employee directors.
Amend Director Stock Award Plan
Vote against if the amendment increases the award size.
Vote against if the amendment adds time-lapsing restricted stock that vest in less than 3 years.
Vote against if the amendment would permit the granting of non-formula, discretionary awards.
Vote against if the proposed amendment would include an incentive to receive shares instead of cash.
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Add Shares to Director Stock Award Plan
Always vote against a management proposal to add shares to a stock award plan for non-employee directors.
Adopt Employee Stock Purchase Plan
Vote against if the proposed plan allows employees to purchase stock at less than 80% of the stock’s fair market value.
Vote against if the equity dilution is more than 10%.
Amend Employee Stock Purchase Plan
Vote against if the proposal allows employees to purchase stock at prices of less than 80% of the stock’s fair market value.
Add Shares to Employee Stock Purchase Plan
Vote against if the proposal allows employees to purchase stock at prices of less than 80% of the stock’s fair market value.
Approve Short Term (Bonus) Incentive Plan
Vote against if the maximum per-employee payout is not disclosed.
Vote against if the performance criteria is not disclosed.
Approve Savings Plan
Always vote for a management proposal to adopt a savings plan.
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Approve Option/Stock Awards
Vote against if the option/stock award is priced less than 80% of the fair market value on the grant date.
Vote against if the award is time-lapsing stock that fully vest in less than 3 years.
Vote against if the option/stock award is unrestricted shares.
Vote against if the option is not premium-priced or indexed, or does not vest based on future performance.
Adopt Deferred Compensation Plan
Vote against a management proposal to adopt a deferred compensation plan for non-employee directors.

Other Management Proposals
Ratify Selection of Auditors
Vote against if the non-audit, non-tax services (i.e., “other fees”) exceed 25% of total fees.
Approve Employment Agreements
Always vote for a management proposal to approve an employment agreement or contract.
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Approve Non-Technical Charter Amendments
Vote against if an amendment would have the effect of reducing shareholders’ rights.
Approve Non-Technical Bylaw Amendments
Vote against if an amendment would have the effect of reducing shareholders’ rights.

Part 2: Shareholder Proposals
Board of Directors & Governance
Adopt Confidential Voting
Always vote for a shareholder proposal asking the board to adopt confidential voting and independent tabulation of the proxy
ballots.
Counting Shareholder Votes
Always vote for a shareholder proposal asking the company to refrain from counting abstentions and broker non-votes in vote
tabulations.
No Discretionary Voting
Always vote for a shareholder proposal to eliminate the company’s discretion to vote unmarked proxy ballots.
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Equal Access to the Proxy
Always vote for a shareholder proposal to provide equal access to the proxy materials for shareholders.
Improve Meeting Reports
Always vote for a shareholder proposal to improve annual meeting reports.
Board Inclusiveness
Always vote for a shareholder proposal asking the board to include more women and minorities as directors.
Increase Board Independence
Always vote for a shareholder proposal seeking to increase board independence.
Minimum Stock Ownership by Directors
Always vote for a shareholder proposal to require minimum stock ownership by directors.
Allow Union/Employee Representatives on the Board
Always vote for a shareholder proposal that seeks to provide for union or employee representatives on the board of directors.
Directors' Role in Corporate Strategy
Always vote for a shareholder proposal seeking to increase disclosure regarding the board’s role in the development and monitoring
of the company’s long-term strategic plan.
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Increase Nominating Committee Independence
Always vote for a shareholder proposal to increase the independence of the nominating committee.
Increase Compensation Committee Independence
Always vote for a shareholder proposal to increase the independence of the compensation committee.
Increase Audit Committee Independence
Always vote for a shareholder proposal to increase the independence of the audit committee.
Increase Key Committee Independence
Always vote for a shareholder proposal to increase the independence of key committees.
Create Nominating Committee
Always vote for a shareholder proposal to create a nominating committee of the board.
Create Shareholder Committee
Always vote for a shareholder proposal urging the creation of a shareholder committee.
Independent Board Chairman
Always vote for a shareholder proposal asking that the chairman of the board of directors be chosen from among the ranks of the
non-employee directors.
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Lead Director
Always vote for a shareholder proposal asking that a lead director be chosen from among the ranks of non-employee directors.
Adopt Cumulative Voting
Always vote for a shareholder proposal calling for the adoption of cumulative voting.
Require Nominee Statement in Proxy
Always vote for a shareholder proposal to require directors to place a statement of candidacy in the proxy statement.
Double Board Nominees
Always vote for a shareholder proposal to nominate two director candidates for each open board seat.
Director Liability
Always vote for a shareholder proposal to make directors liable for acts or omissions that constitute a breach of fiduciary care
resulting from a director’s gross negligence and/or reckless or willful neglect.
Repeal Classified Board
Always vote for a shareholder proposal to repeal a classified board.
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Auditors
Shareholder Approval of Auditors
Always vote for a shareholder proposal calling for stockholder ratification of auditors.
Auditors Must Attend Annual Meeting
Always vote for a shareholder proposal calling for the auditors to attend the annual meeting.
Limit Consulting by Auditors
Always vote for a shareholder proposal calling for limiting consulting by auditors.

Takeover Defense Activity
Redeem or Vote on Poison Pill
Always vote for a shareholder proposal asking the board to redeem or to allow shareholders to vote on a poison pill shareholder
rights plan.
Eliminate Supermajority Provision
Always vote for a shareholder proposal that seeks to eliminate supermajority provisions.
Reduce Supermajority Provision
Always vote for a shareholder proposal that seeks to reduce supermajority provisions.
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Restore Right to Call a Special Meeting
Always vote for a shareholder proposal to restore shareholders’ right to call a special meeting.
Restore Right to Act by Written Consent
Always vote for a shareholder proposal to restore shareholders’ right to act by written consent.
Prohibit Targeted Share Placement
Always vote for a shareholder proposal to limit the board’s discretion to issue targeted share placements or to require shareholder
approval before such block placements can be made.
Opt Out of State Takeover Statute
Always vote for a shareholder proposal seeking to force the company to opt out of a state takeover statutory provision.
Reincorporation
Vote against if the new state has stronger anti-takeover provisions.
Adopt Anti-Greenmail Provision
Always vote for a shareholder proposal to limit greenmail payments.
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Compensation & Incentive Plans
Restrict Executive Compensation
Vote against if the proposal limits executive pay without linking compensation to financial performance.
Disclose Executive Compensation
Always vote for a shareholder proposal to enhance the disclosure of executive compensation.
Restrict Director Compensation
Always vote for a shareholder proposal to restrict director compensation.
Pay Directors in Stock
Vote against if the resolution would require directors to receive their entire compensation in the form of company stock.
Approve Executive Compensation
Always vote for a shareholder proposal calling for shareholder votes on executive pay.
Restrict Director Pensions
Always vote for a shareholder proposal calling for the termination of director retirement plans.
Review/Report on/Link Executive Pay to Social Performance
Always vote for a shareholder proposal that asks management to review, report on and/or link executive compensation to nonfinancial criteria, particularly social criteria.
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No Repricing of Underwater Options
Always vote for a shareholder proposal seeking shareholder approval to reprice or replace underwater stock options.
Golden Parachutes
Always vote for a shareholder proposal calling for a ban on excessive golden parachutes.
Always vote for a shareholder proposal calling for a shareholder vote on future golden parachutes.
Award Performance-Based Stock Options
Always vote for a shareholder proposal seeking to award performance-based stock options.
Expense Stock Options
Always vote for a shareholder proposal establishing a policy of expensing the costs of all future stock options issued by the company
in the company’s annual income statement.
Create Compensation Committee
Always vote for a shareholder proposal to create a compensation committee.
Hire Independent Compensation Consultant
Always vote for a shareholder proposal to require that the compensation committee hire its own independent compensation
consultants-separate from the compensation consultants working with corporate management-to assist with executive compensation
issues.
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Corporate Influence
Review Charitable Giving Policy
Vote against if the company has a well-managed program or the proposal will be unduly burdensome.
Review Political Spending
Always vote for a shareholder proposal that asks the company to increase disclosure of political spending and activities.
Disclose Prior Government Service
Always vote for a shareholder proposal requesting disclosure of company executives' prior government service.
Affirm Political Nonpartisanship
Always vote for a shareholder proposal requesting affirmation of political nonpartisanship.

Environmental Issues
Review Nuclear Facility/Waste
Always vote for a shareholder proposal that asks the company to review or report on nuclear facilities or nuclear waste.
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Review Energy Efficiency & Renewables
Always vote for a shareholder proposal that asks the company to review its reliance on nuclear and fossil fuels, its development or
use of solar and wind power, or its energy efficiency.
Endorse Ceres Principles
Always vote for a shareholder proposal that asks management to endorse the Ceres principles.
Control Generation of Pollutants
Always vote for a shareholder proposal that asks the company to control generation of pollutant(s).
Report on Environmental Impact or Plans
Always vote for a shareholder proposal that asks the company to report on its environmental impact or plans.
Report or Take Action on Climate Change
Always vote for a shareholder proposal that asks management to report or take action on climate change.
Review Genetic Engineering
Always vote for a shareholder proposal that asks management to report on or label bioengineered products.
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Preserve/Report on Natural Habitat
Always vote for a shareholder proposal that asks the company to preserve natural habitat.
Report on Sustainability
Always vote for a shareholder proposal requesting reports on sustainability.

Human Rights, Labor, & Social Issues
Develop/Report on Human Rights Policy
Always vote for a shareholder proposal that asks the company to develop or report on human rights policies.
Review Operations' Impact on Local Groups
Always vote for a shareholder proposal that asks the company to review its operations’ impact on local groups.
China-No Use of Forced Labor
Always vote for a shareholder proposal that asks management to certify that company operations are free of forced labor.
China-Adopt Code of Conduct
Always vote for a shareholder proposal that asks management to implement and/or increase activity on each of the principles of the
U.S. Business Principles for Human Rights of Workers in China.
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Report on EEOP
Always vote for a shareholder proposal that asks management to report on the company's affirmative action policies and programs,
including releasing its EEO-1 forms and providing statistical data on specific positions within the company.
Drop Sexual Orientation from EEOP
Always vote against a shareholder proposal that asks management to drop sexual orientation from EEO policy.
Adopt Sexual Orientation Anti-Bias Policy
Always vote for a shareholder proposal that asks management to adopt a sexual orientation non-discrimination policy.
Review Foreign Work Force Conditions
Always vote for a shareholder proposal that asks management to report on or review foreign operations.
Adopt Standards for Foreign Operations
Always vote for a shareholder proposal that asks management to adopt standards for Mexican operations.
Review or Implement MacBride Principles
Always vote for a shareholder proposal that asks management to review or implement the MacBride principles.
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Urge MacBride on Contractor/Franchisee
Always vote for a shareholder proposal that asks the company to encourage its contractors and franchisees to implement the
MacBride principles.
Review Global Labor Practices
Always vote for a shareholder proposal that asks management to report on or review its global labor practices or those of their
contractors.
Monitor/Adopt ILO Conventions
Always vote for a shareholder proposal that asks management to adopt, implement or enforce a global workplace code of conduct
based on the International Labor Organization's (ILO) core labor conventions.

Military Involvement
Review Foreign Military Sales
Always vote for a shareholder proposal that asks management to report on the company’s foreign military sales or foreign offset
activities.
Review Military Contracting Criteria
Always vote for a shareholder proposal that asks management to develop social, economic and ethical criteria that the company
could use to determine the acceptability of military contracts and to govern the execution of the contracts.
Review Economic Conversion
Always vote for a shareholder proposal that asks management to create a plan for converting the company’s facilities that are
dependent on defense contracts toward production for commercial markets.
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Review Space Weapons
Always vote for a shareholder proposal that asks management to report on the company’s government contracts for the development
of ballistic missile defense technologies and related space systems.
Limit or End Nuclear Weapons Production
Always vote for a shareholder proposal that asks management to limit or end nuclear weapons production.
Review Nuclear Weapons Production
Always vote for a shareholder proposal that asks management to review nuclear weapons production.

Other Shareholder Proposals
Review Developing Country Debt
Always vote for a shareholder proposal asking the company to review its developing country debt and lending criteria and to report
to shareholders on its findings.
Review Social Impact of Financial Ventures
Always vote for a shareholder proposal that requests a company to assess the environmental, public health, human rights, labor
rights or other socioeconomic impacts of its credit decisions.
Review Fair Lending Policy
Always vote for a shareholder proposal requesting reports and/or reviews of plans and/or policies on fair lending practices.
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Review Plant Closings
Always vote for a shareholder proposal that asks the company to establish committees to consider issues related to facilities closure
and relocation of work.
Review or Promote Animal Welfare
Always vote for a shareholder proposal that asks management to review or promote animal welfare.
Review Drug Pricing or Distribution
Always vote for a shareholder proposal that asks the company to report or take action on pharmaceutical drug pricing or distribution.
Restore Preemptive Rights
Always vote for a shareholder proposal to restore preemptive rights.
Study Sale or Spin-Off
Always vote for a shareholder proposal asking the company to study sales, spin-offs or other strategic alternatives.
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KBI Global Investors
It is our policy to use proxy voting for all portfolios and for all votes, other than where we are not given this authority by our client, or in
countries or for companies where voting is impossible or exceptionally difficult for logistical reasons.
External service provider:
We have taken the decision to use the services of an outsourced provider, Institutional Shareholder Services Ltd (ISS), a leading provider of
proxy voting advice and administrative services, to assist us with this activity given their expertise in this area.
Voting recommendations and policy guidelines
ISS provide voting recommendations to us, based on a pre-agreed set of policy guidelines which is reviewed at least annually. We currently
use “Sustainability” set of voting guidelines, developed specifically to at least meet the standards consistent with the United Nations
Principles for Responsible Investment (UNPRI).
The ISS Sustainability policy research approach includes employing the use of ESG risk indicators to identify moderate to severe ESG risk
factors at public companies, and holding culpable board members accountable for failure to sufficiently oversee, manage, or guard against
material ESG risks. The ESG risk indicators cover several topics including the environment, human rights and impacts of business activities
on local communities, labour rights and supply chain risks, consumer product safety, bribery and corruption, and governance & risk
oversight failures.
The voting guidelines have a particular focus on transparency and reporting, and we generally support shareholder initiatives insofar as they
request enhanced transparency on ESG issues.
Key policy highlights include:
• Board competence, performance – including on ESG topics and independence
• Alignment of pay and performance, presence of problematic compensation practices, shareholder value transfer
• Support, generally, for shareholder proposals advocating ESG disclosure or universal norms/codes of conduct. (In 2015, as an example, the
policy guidelines resulted in recommendations to support 81% of such shareholder proposals for US S&P 500 stocks).
ISS informs our Portfolio Managers in good time of its voting recommendation. The Portfolio Managers have the authority to challenge the
ISS recommendations on specific issues when they believe it is in the best interest of clients to do so. Such challenge is brought to the Proxy
Voting Committee (see below).
Retention of client discretion over voting
The obligation to vote client proxies shall rest with our clients in certain cases, notwithstanding our discretionary authority to make
investment decisions on behalf of our clients, and we will not exercise proxy voting authority over these accounts. Clients shall in no way be
precluded from contacting us for advice or information about a particular proxy vote. However, we shall not be deemed to have proxy voting
authority solely as a result of providing such advice to Clients.
Should we inadvertently receive proxy information for a security held in a client’s account over which we do not maintain proxy voting
authority, we will immediately forward such information to the client, but will not take any further action with respect to the voting of such
proxy.
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Records and disclosure
ISS is responsible for tracking all our proxies, voting in line with the ISS Sustainability policy and has direct feeds from client custodians.
The Responsible Investing Committee is responsible for monitoring ISS to ensure that proxies are properly voted in line with the policy, in a
timely manner and that appropriate records are being retained.
A record of all proxy votes and information relevant to such votes is maintained by ISS and we report quarterly, on our public website, on
proxy voting activity. The report includes a summary of voting activity, such as the percentage of all votes where we voted against
management, but also lists every ballot voted including the management recommendation and our voting instruction.
Notification to investee companies
On request from a company, either before or after the vote, we will provide an explanation to a company of our voting decision. Where we
are already involved in Engagement, or about to commence Engagement, we may choose to pro-actively inform a company of our voting
decision, before the time of the vote, with the intention that this might influence the company’s own decision- making process.
Recall of stock on loan
For some KBI fund vehicles and strategies we engage in stock lending. Where applicable, the Portfolio Managers receive a weekly report
listing all forthcoming company meetings where stock is on loan. They then make a decision to recall, or not, the stock in order to vote.
Sufficient advance notice of forthcoming meetings is given to enable the stock to be recalled in good time to vote. The decision to recall
stock, or not, is made in the best interests of clients and investors at all times, and will take account of whether the vote is likely to be
controversial or closely contended, whether we are material shareholders in the company, the shareholding structure of the company, the
strength of our views on the issue in question and whether it would strengthen our case in an Engagement context to maximise our voting
power, and the loss of income to investors that would result.
Role of the Proxy Voting Committee
The Committee consists of four members who are knowledgeable about the investment objectives, strategies and portfolio holdings of the
funds we manage or advise:
•
•
•
•

Chief Investment Officer
Chief Compliance Officer
ESG Screening analyst
Head of Responsible Investing
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Other relevant staff may attend meetings to discuss issues of relevance to them or where they have particular expertise or knowledge, but
they are not voting members.
The Proxy Voting Committee is a sub-committee of the Responsible Investing committee and is chaired by the Chief Investment Officer or in
his absence, the Chief Compliance Officer.
It has the following responsibilities
1. Adjudicating on proxy votes where the Portfolio Manager challenges the ISS recommendation and on any other non-routine or
controversial votes that may be referred to the Committee by a Portfolio Manager or the Chief Investment Officer or Chief Compliance
Officer.
2. Dealing with conflicts of interest between our firm and the portfolios that we manage or the issuers of securities owned by the portfolio
such as they may arise in the proxy voting context from significant business, personal or family relationships.
The Committee will vote proxies consistent with the voting guidelines that are in force at the time of the decision (i.e. the voting guidelines
agreed with ISS, our service provider), having particular regard to the United Nations Principles for Responsible Investment.
If more than one portfolio owns the same security to be voted, the Committee shall have regard for same, recognising that differences in
portfolio investment objectives and strategies may produce different results.
In addition, there may be instances where the Portfolio Managers may wish to vote differently for proxies held by more than one product
group. The Chief Compliance Officer shall review all such votes to determine that there are no conflicts of interest with regards to such
votes. We maintain documentation of the reason and basis for any such votes.
We may opt to abstain from voting if deemed that abstinence is in clients’ best interests. For example, we may be unable to vote securities
that have been lent by the custodian, or where voting would restrict the sale of securities.
At any time the Committee may seek the advice of ISS or counsel or retain outside consultants to assist in its deliberations.
Conflicts of Interest
An attempt will be made to identify all potential conflicts of interest that exist between our interests and those of our clients. We realise that
due to the difficulty of predicting and identifying all material conflicts, we must also rely on employees to notify the Compliance & Risk
Control Unit of any material conflicts that could influence the proxy voting process. To mitigate these conflicts, ISS is an independent source
of voting recommendations.
We are aware that any external provider of proxy voting advisory services may potentially have conflicts of interest. The Responsible
Investing Committee as part of its remit assesses the advisor’s conflict of interest policy, and the implementation of that policy, and may
terminate or amend the contract with the provider if either is deemed to be unsatisfactory.
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Potential ownership conflicts
As this firm is majority owned by Amundi s.a., a company listed on the French stock market, a potential conflict of interest could arise in the
exercise of proxies for that company. For this reason, the Proxy Voting committee will have particularly strong regard for the
recommendation of ISS when considering a contested/controversial proxy vote in the case of our parent company.
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RBC Global Asset Management

Introduction
Proxy Voting Policy
As an asset manager, RBC Global Asset Management has an obligation to act in the best interests of the accounts that it manages, including
segregated client accounts and investment funds. This responsibility includes exercising the voting rights attached to securities in the
portfolio of each account. It is our policy to exercise the voting rights of the accounts we manage in the best interests of the portfolio and
with a view to enhancing the long-term value of the securities held.
Enhancing Governance
We are satisfied that investments in issuers that have more transparent disclosure and more effective governance generally yield better
results. We believe that we can help to protect and enhance the longterm value of our clients’ investments through our support of
organizations that work to promote good governance, through direct or indirect engagement with issuers, and by communicating with an
issuer’s management through the exercise of voting rights.
Proxy Voting Issues
Issuers’ proxies most frequently contain management proposals to elect directors, to appoint auditors, to adopt or amend compensation plans,
and to amend the capitalization of the issuer. A security holder’s ability to clearly communicate with the management of an issuer using these
few tools is limited. We encourage issuers and their boards of directors to consider and adopt recognized best practices in governance and
disclosure.
A decision to invest in an issuer is based in part on the quality of an issuer’s disclosure, the performance of its management and its corporate
governance practices. Since a decision to invest is generally an endorsement of management of the issuer, we will usually vote with
management on routine matters. When considering the election of directors, we will consider the board’s past course of action and any plans
to improve governance and disclosure. We will be particularly concerned with any management proposal having financial implications for
the issuer or the potential to adversely impact investment value.
Proxies may also contain shareholder proposals requesting a change in the policies and practices of management. Where those proposals
align with our views and have not been adequately addressed by management, we will support them.
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In order to discharge our obligations under this policy, we access and utilize research on management performance and corporate governance
issues drawn from asset manager and analyst due diligence and we consider the detailed analysis and voting recommendations provided by
leading independent research firms. We also participate as a member in organizations such as the Canadian Coalition for Good Governance,
the Council of Institutional Investors, the International Corporate Governance Network and the Responsible Investment Association.
Securities Lending
Some RBC GAM funds participate in securities lending programs. In order to allow for proxy voting for securities that have been loaned by
these funds, we will recall all of these securities in North America on or before the record date to ensure vote eligibility. For loaned shares
outside of North America, we will recall all of the securities of an issuer where we manage at least 1% of the outstanding shares of that issuer
or there is a significant voting issue where RBC GAM’s position could impact the result.
Proxy Voting Guidelines
Through our internal expertise and resources and leading independent research firms, we have established these Proxy Voting Guidelines (the
“Guidelines”) to govern the exercise of our voting rights. We review and update our Guidelines on an ongoing basis as corporate governance
best practices evolve.
Our Guidelines are published for the information of our clients and to assist issuers in understanding the message we have sent or intend to
send through the exercise of proxy voting rights.
While we will generally vote proxies in accordance with the Guidelines, there may be circumstances where we believe it is in the best
interests of a client for us to vote differently than as contemplated by the Guidelines, or to withhold a vote or abstain from voting.
In the event of a perceived or actual conflict of interest involving the exercise of proxy voting rights, we follow procedures to ensure that a
proxy is exercised in accordance with our Guidelines, uninfluenced by considerations other than the best interests of our clients.
The Guidelines are applied in Canada, the United States, the United Kingdom, Ireland, Australia and New Zealand. In all other markets,
RBC GAM utilizes the local proxy voting guidelines of a research provider. It should be noted that the Guidelines may not specifically
address each voting issue that may be encountered. In these cases, RBC GAM will generally follow the research provider’s local proxy
voting guidelines, after reviewing and agreeing with their implementation. In all cases, RBC GAM reviews each meeting and proposal to
ensure votes are submitted in the best interests of our clients. RBC GAM has the ability to override the recommended votes of the
aforementioned research provider in the event the recommended votes would not be in the best interests of our clients.
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Board of Directors
The board of directors of a corporation must act in the best interests of that corporation. The board engages the services of a management
team to ensure the corporation’s long-term success. The board’s key functions are to approve direction of corporate strategy, supervise risk
management, and evaluate the performance of the company and of management. Overall, the board is responsible for determining,
implementing, and maintaining a culture of integrity and ethical behaviour.
In order to be effective in representing the interests of security holders, the board should reflect the criteria outlined below. If these criteria
are met, then we will generally vote in favour of the election of directors proposed by management. We will also support shareholder
proposals seeking to implement these criteria.
Independence of the Board of Directors
Ideally, the board should be composed of a substantial majority of independent directors.
An independent director shall be independent of management and free from any interest or relationship that could interfere with the director’s
ability to act in the best interests of the corporation and its shareholders. A director who is not independent will be considered to be
independent three years after the termination of the relationship or interest that caused the director’s independence to be compromised.
However, a former CEO or CFO of the company will not be considered independent until five years after their employment with the
company ends.
For directors who are also major shareholders (defined as a person who controls 5% or more of the equity or voting rights of the company),
independence will be assessed on a case-by-case basis. However, if these directors hold stock that has disproportionate voting rights, they
will not be considered to be independent.
We will consider proposals to adopt a stricter definition of independence on a case-by-case basis and in doing so will consider the current
independence of the board as well as local legal and regulatory requirements.
A-47

We will generally support proposals requesting that the company provide expanded disclosure of potential conflicts of interest regarding
directors.
Voting Guideline
We will generally not support directors who are not independent if the proposed board is composed of less than a two-thirds majority of
independent directors.
We will generally support proposals that limit employees of the company sitting on the board to the CEO only.
Independence of the Chair
It is a matter of good governance practice that an independent director be appointed to the position of chair of the board of directors. An
independent chair is one of the primary mechanisms by which board independence is maintained.
Voting Guideline
We will generally not support a non-independent director if he or she is also chair (or will become chair upon becoming a director) unless an
independent director is appointed as a lead director and an independent corporate governance committee exists.
Executive Chair
In some instances a company may appoint an individual to be an “executive chair” of the board although another individual has been
appointed board chair. An executive chair can present both corporate governance and compensation concerns for shareholders. To address
the corporate governance concerns, the company should disclose the role of the executive chair in detail and explain to shareholders why
having an executive chair is an appropriate corporate governance practice.
Compensation arrangements for an executive chair are of particular concern and should be assessed in the context of director compensation
rather than executive compensation practices. We are particularly concerned when the executive chair role appears to have been created to
provide ongoing generous compensation to a retired CEO or founder of the company.
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Voting Guideline
We will review all executive chair compensation arrangements on a case-by-case basis but may withhold/vote against the executive chair if
the executive chair’s total compensation is more than two times that of the highest paid independent director sitting on the board.
We will generally support shareholder proposals that ask for enhanced disclosure of the responsibilities of the executive chair, and full
disclosure of the compensation structure for the role.
Risk Management
One of the primary responsibilities of the board is to understand the risks facing the company and to ensure that management has put in place
appropriate measures to identify, monitor and manage those risks. While initial responsibility for risk management may be delegated to a
committee of the board, it is ultimately the responsibility of the entire board.
Proper succession planning is also an important responsibility of senior management and the board, particularly when it comes to identifying
candidates for the CEO role. Companies and boards should have a robust succession planning process and fully disclose to shareholders the
process to ensure that the company follows that process.
Voting Guideline
Proposals to establish a risk committee of the board will be assessed on a case-by-case basis. These proposals will be assessed in the context
of the risk profile of the company and how effectively those risks are being managed.
Board Size
The number of directors on a board can be an important factor in board effectiveness. The board should be large enough to adequately
perform its responsibilities without being so large that it becomes cumbersome. In general, boards should have between 5 and 15 directors,
but the appropriate number of directors will vary with the size and nature of the corporation.
Voting Guideline
Where the number of directors is outside this range of 5 – 15 directors we will vote against approval of the number of directors on the board
if we believe that board effectiveness has been compromised.
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Committees of the Board
Committees have become accepted mechanisms of corporate governance. Corporations of a sufficient size should, at a minimum, include the
following committees of the board:
▪ Audit Committee: The audit committee should be responsible for ensuring the accurate accounting and reporting of the company’s
financial performance, ensuring that adequate internal control measures exist, and overseeing the annual external audit of the
corporation. Members should have relevant experience.
▪ Corporate Governance Committee: The corporate governance committee should be responsible for the oversight of the
governance of the corporation.
▪ Compensation Committee: This committee should be responsible for the direction and oversight of the company’s executive
compensation program and for regularly evaluating the performance of senior management.
▪ Nominating Committee: The nominating committee should identify the board’s need for new or additional directors and skill sets,
and then recruit, nominate and orientate new directors. The committee should also assess the need for certain skills on the board that
may be lacking.
The chair and committee members should all be independent directors.
Voting Guideline
For most companies, we will not support non-independent board members who sit on, or chair, any of the above committees.
We will generally support proposals to prohibit CEOs of other listed companies from sitting on the compensation committee.
For small companies, we will not support non-independent board members who sit on, or chair, the audit committee. For the compensation,
nominating and corporate governance committees, a majority of the members and the chair should be independent.
We will not necessarily vote against the board for failing to establish any or all of the above committees, but will actively encourage the
board to establish them. We will support proposals to establish any or all of the above committees.
We will generally support proposals that encourage boards and management to adopt short and long-term succession planning policies for all
levels of senior management, including the CEO, and to and fully disclose those policies to shareholders.
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Majority Voting
It is a fundamental right of shareholders to have an effective ability to vote directors both on and off the board. Plurality voting does not
respect this basic right. Companies should adopt policies to ensure that directors are elected to the board using a majority vote system
whereby directors who do not receive a majority of the votes cast in their favour are required to submit their resignation to the board. Barring
exceptional circumstances, that resignation should be accepted by the board. “Exceptional circumstances” would be truly rare and in general,
would only arise if the board needed additional time to replace the distinct expertise of that director. In no circumstances should a director
who failed to receive a majority of votes in their favour be allowed to remain on the board indefinitely.
Voting Guideline
We will generally support proposals that call for the adoption of a majority vote system for the election of directors in non-contested director
elections.
Where a director fails to receive majority support in a director election and continues to sit on the board, and the board fails to provide a valid
time-limited reason for this, we will generally withhold votes from the director in question, all directors who sit on the nominating and
governance committees, and the chair of the board for as long as that director continues to sit on the board.
Cumulative Voting
There are valid arguments for and against cumulative voting. It can ensure an independent voice on an unresponsive board, or it can allow a
small group of shareholders to promote their own agenda.
Voting Guideline
We will generally vote against cumulative voting proposals, unless there is a clear and demonstrated need for cumulative voting.
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Staggered Boards
The annual election of all directors is an effective way to ensure that shareholders can change the composition or control of the board,
especially during periods of deteriorating corporate or board performance. We believe that the annual election of all directors best serves the
interest of shareholders.
Voting Guideline
We will not support a proposal for the introduction of staggered terms.
We will not necessarily vote against a slate of directors simply because the board uses staggered terms.
We will support a proposal to eliminate staggered terms or to introduce the annual election of directors.
Director Attendance
Directors should be able to commit sufficient time and energy to carry out their duties in an effective manner. While attendance at board and
committee meetings is not the only measure of director performance, poor attendance makes it difficult for directors to carry out their
responsibilities effectively.
Voting Guideline
We will generally not support existing directors if they have attended less than 75% of the board and committee meetings in aggregate, unless
there are extenuating circumstances.
Overboarding
Serving as a director of a public company requires a significant commitment in time and effort. If directors sit on an excessive number of
boards it can compromise their ability to serve effectively.
Voting Guideline
We will generally withhold votes from directors who sit on more than five boards or, in the case of current CEOs, more than two boards
(their own board plus one other)1.
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Director Liability and Indemnification
We recognize that in order to build and maintain a qualified board it may be necessary for the company to have a policy limiting the liability
of directors and provide them with an indemnity. However, these policies should only apply when directors are acting honestly, in good faith
and in the best interests of the corporation. If the director acts dishonestly, the indemnification should not apply.
Voting Guideline
When considering proposals to eliminate or limit the personal liability of the directors, RBC GAM will consider:
▪

the performance of the board

▪

the independence of the board and its key committees

▪

whether or not the company has anti-takeover devices in place

If the above factors are favourable, we will generally support liability-limiting proposals to indemnify directors against legal costs provided
they have acted honestly and in good faith and provided the company persuasively argues that it is necessary to attract and retain directors.
We will also generally support proposals seeking personal liability for directors as a result of fiduciary breaches arising from gross
negligence. We will generally oppose proposals for indemnification when they seek to insulate directors from actions they have already taken
or if litigation is pending.
Tenure of Directors
We consider board renewal and diversity as an important component of overall board effectiveness. In order to facilitate the board renewal
process, we strongly encourage boards to consider the tenure of individual directors as well as the range of tenures throughout the board as
part of the annual board assessment.
Voting Guideline
We will evaluate shareholder proposals to introduce term limits and/or age limits for directors on a case-bycase basis.
We will assess the independence of all directors annually regardless of length of service.
A-53

Performance Evaluation of Directors and Board
A board must evaluate its own performance, which presents a conflict of interest. We believe that the best way to deal with this conflict is for
the board to adopt its own statement of principles and guidelines to evaluate the performance of directors and the effectiveness of the board.
The board should prepare annual evaluations based on these principles and guidelines, and should summarize the results of that evaluation in
the annual proxy circular.
Voting Guideline
We will support proposals to develop and institute performance evaluations for a board of directors and to disclose a summary of the results
of those evaluations in the annual proxy circular.
Directors Proposed on a Single Ballot
We believe that directors should be proposed individually on the annual ballot. When directors are proposed on a single ballot it removes the
shareholders’ ability to withhold votes for individual directors to change the composition of the board. Boards may use a single ballot as a
means of protecting individual board members, or preventing certain board practices from being changed. A board that is confident with its
governance practices should be willing to propose directors individually.
Voting Guideline
We will support proposals that directors be proposed individually.
We will withhold votes for a board proposed on a single ballot if we believe that the independence of the board or the board committees has
been compromised in any way or if the board’s actions have not been in the shareholders’ best interests.
In Camera Meetings
In camera meetings of independent board members create an opportunity for more candid discussions than may occur at formal board
meetings. These meetings may help to facilitate and enhance overall board independence. It is recommended that after these meetings, the
chair of the in camera sessions should meet with the chief executive officer to advise of the topics that were discussed.
A-54

Voting Guideline
We will generally support proposals that would require regular in camera meetings of independent board members only.
Voting for Directors
Voting Guideline
In general, we will vote for the directors nominated by management unless these guidelines indicate otherwise or the long-term performance
of the corporation or the directors has been unsatisfactory. In this regard, we will also consider any issues that come to our attention
regarding a director’s performance at another public company.
Audit Process
The audit plays a vital role in the corporate governance process. Not only does it verify the financial performance of a company, but it also
identifies any deficiencies in the internal control mechanisms of the company.
The audit process should involve the establishment of an independent audit committee (see 1.4) and the appointment of an independent
auditor by that committee. The auditor should report directly to the audit committee and not to management.
Auditors and/or the audit partner should be rotated on a regular basis.
Voting Guideline
We will generally support the choice of auditors recommended by the audit committee.
Where auditors are being changed for reasons other than routine rotation, we will review the reasons on a case-by-case basis.
Where the auditor has limited or capped its liability as it relates to the performance of the audit and the limits placed on the auditor’s liability
are unreasonable, we will not support the choice of auditor. If the lead audit partner has been linked with a significant auditing controversy,
we may not support the choice of auditor or its remuneration.
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Audit Fees
The amount and composition of fees paid to an auditor can compromise an auditor’s ability to act independently and perform an audit that is
free from undue influence by management. In order to help ensure auditor independence, a substantial majority of the fees paid to the
auditors should be for audit and audit-related services.
Voting Guideline
We will generally support proposals that prohibit the outside auditor from maintaining a relationship with the company other than providing
audit and audit-related services.
We will generally not support the choice of auditor if less than two-thirds of the total fees paid to the auditor over the previous year were for
audit and audit-related services. We will consider withholding our votes from members of the audit committee if the company’s auditor
received more than half its fees from nonaudit services.
Board Diversity
While the quality of individual directors is paramount, to enhance overall board effectiveness we expect that directors will have a diverse
range of backgrounds and experience. To the extent practicable, directors should reflect the gender, ethnic, cultural and other personal
characteristics of the communities in which the corporation operates and sells its goods or services.
With regard to female board participation specifically, we encourage boards to publicly adopt a guideline of achieving 30% or more female
participation on the board within a reasonable time period.
Voting Guideline
We will generally support proposals that call for enhanced disclosure or reporting requirements regarding board diversity policies and
procedures.
We will generally support proposals to adopt non-binding guidelines for female or other minority representation on the board.
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We will review proposals to adopt binding quotas or targets for female or other minority representation on the board on a case by case basis.
If a company’s board has less than two women directors, we will vote against directors who sit on the nominating or corporate governance
committees of the board. Exceptions may be warranted based on company commitments and/or the adequacy of the company’s board gender
diversity policy. An adequate policy should include:
• A commitment to increase board gender diversity
• Measurable goals or targets to increase board gender diversity within a reasonable period of time
Consideration will be given to a board’s approach to gender diversity in executive officer positions and any related goals, targets, programs
or processes for advancing women in executive roles. We expect issuers to disclose progress on reaching board gender diversity targets and
the strategies or plans employed to achieve them.

Management and Director Compensation
We believe that all compensation plans should attempt to align the long-term interests of shareholders with the interests of management and
directors. Compensation plans should also be sufficiently generous to attract and retain individuals with the skill sets required to ensure the
long-term success of the company, but compensation should always be commensurate with performance. The compensation plan should be
developed and maintained by the compensation committee.
Equity-based Compensation Plans
In general, these plans should reward good performance, and not reward poor performance. The cost of the plan, either to the shareholders or
the company, should be related to the benefits derived from it. The plan should be disclosed to the shareholders in detail and be approved by
them.
In general we would like to see a reduction in the use of stock options as a form of compensation. Our preference is for stock ownership
rather than stock options.
Voting Guideline
We will review each equity-based compensation plan on a case-by-case basis.
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We will generally support:
▪

plans that explicitly define the awards to senior executives and link the granting or vesting of equitybased compensation to specific
performance targets

▪

stock option plans where the underlying securities are issued at market value or higher

▪

plans where the stock options have a life of five years or less

▪

amendments to plans that will remove or amend a negative attribute from an existing plan, ultimately improving its overall structure

We will generally not support:
▪

plans that allow for the issuance of stock options with a term of more than five years

▪

"evergreen" stock option plans

▪

plans or proposals that allow the repricing of stock options, or that reissue options with an exercise price higher than the current
market price

▪

any plan that does not prohibit the inappropriate manipulation of equity award grant dates through practices known as backdating,
spring loading or bullet dodging

▪

plans that are 100% vested when granted or plans that allow pyramiding, gross-ups or acceleration of the vesting requirements,
including when there is a change in control. We will oppose plans that do not provide clear guidelines for the allocation of awards

▪

plan amendments if the total potential dilution of all plans exceeds 10%, or annual dilution exceeds 1%

▪

plans that authorize allocation of 25% or more of the available awards to any one individual

▪

plans that give the board broad discretion in setting the terms and conditions of equity-based compensation programs

▪

stock option plans that allow for the “reloading” of exercised or lapsed options
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▪

equity-based compensation plans that allow, or do not specifically prohibit, hedging. We will withhold/vote against the members of
the compensation committee if any equity-based compensation exposure is hedged during the period

In general, we believe it is not appropriate for directors to participate in stock option plans, and would prefer directors own stock outright in
the company. As such, we will generally not support proposals for director participation in stock option plans. However, for small companies
we will review director options on a case-by-case basis, and if a company demonstrates a need for director options we may support such a
plan (for example, where cash preservation is a priority for the company).
We will generally not support change in control provisions that allow for stock option holders to receive more for their options than
shareholders would receive for their shares, or provisions that allow for the granting of options, or other equity awards, or bonuses to outside
directors in the event of a change of control.
We discourage the use of omnibus stock option plan proposals. Ideally, shareholders should have the opportunity to consider and vote on the
separate components of such plans.
Expensing of Share Options
While options may not be an expense to the corporation, they are an expense to the existing shareholders due to the dilution effects. As such,
we believe that share options should be expensed in the financial statements of a corporation.
Voting Guideline
We will support proposals that require the expensing of stock options in the financial statements of a corporation in accordance with IFRS.
Golden Parachutes
We recognize that ‘golden parachutes’ may in some circumstances be an appropriate way to provide executives with the personal financial
security and professional objectivity that is required to act in the best interests of shareholders. However, in some cases these provisions can
be excessive.
Voting Guideline
We will support proposals requiring shareholders to approve golden parachute arrangements.
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We will review golden parachute arrangements on a case-by-case basis. However, we will generally vote against overly generous golden
parachutes for senior executives. We will also vote against plans that use a single trigger for cash or other payments or for the vesting of
equity based compensation.
Employee Stock Purchase Plans
The interests of shareholders and employees are aligned if employees have the opportunity to become shareholders at a reasonable price.
Employee stock purchase plans are an effective way to facilitate that alignment. In general we will support employee stock purchase plans
that align employee interests with creating value for shareholders.
Voting Guideline
We will generally support employee stock purchase plans with a purchase price of not less than 85% of market value, potential dilution of
less than 10% and an appropriate mandatory hold period.
Director Compensation
We believe that director compensation should be commensurate with the time and effort that directors spend executing their duties, but it
should not be so generous that it may compromise a director’s ability to act independently of the board or management. We also believe that
directors who personally own a significant amount of the company’s stock will be better motivated to act in the interests of all shareholders.
Voting Guideline
We will review proposals regarding director compensation on a case-by-case basis. We will support proposals advocating a proportion of the
directors’ remuneration be in the form of common stock.
We will assess director compensation on a case-by-case basis and will withhold from members of the board committee responsible for
director compensation (or the full board and/or the chair in the absence of a responsible committee) if we believe that director compensation
is excessive or inappropriately structured. Factors that will be considered include:
• The potential to compromise the independence of directors
• The overall alignment with shareholder interests
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• If compensation is excessive in terms of the size and complexity of the company
• Other concerning plan features such as inadequate stock retention requirements and the use of stock options or retirement benefits
Director Retirement Benefits
We believe that retirement benefits should be restricted to the employees of a corporation. Directors’ independence could be compromised if
they receive retirement benefits from the corporation.
Voting Guideline
We will vote against proposals for retirement benefits for directors, unless it can be clearly shown that they will not impair directors’
independence.
Employee Loans
Loans to senior management or the guaranteeing of loans for the purpose of exercising options should be avoided. These types of
arrangements expose the company to the risk of not being able to recover the loan if the employment of the borrower is terminated.
Voting Guideline
We will review all loans to senior management on a case-by-case basis, but will generally support loans that are reasonable in amount, given
at a market rate of interest, (and not forgivable) and are secured against shares in the company or some other real asset.
Excessive Executive Compensation
In recent years, we have seen some executive compensation packages reach excessive levels, with insufficient correlation to individual or
corporate performance. We believe that executive compensation should be performance based and should align the interests of executives
with the long-term interests of shareholders. We would like to see performance criteria clearly disclosed and defined and detailed disclosure
of whether and how those criteria have been met. The performance criteria and the degree to which they have been met should be determined
by the compensation committee. Executives should be required to hold a substantial portion of their equity compensation awards, including
shares received from option exercises, during their employment with the company and for some reasonable time after leaving the company.
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Voting Guideline
We will generally support executive compensation plans that are fair and oppose those that are excessive. We will review on a case-by-case
basis proposals to enhance compensation disclosure, but will generally support proposals that require disclosure of performance criteria and
whether those criteria were met. We will consider supporting proposals to link executive compensation to the company’s achievement of
goals that go beyond traditional financial metrics, provided that those goals will improve the company’s long-term performance and
sustainability.
Compensation Report and Say-on-Pay
The compensation report in the proxy circular is the primary means by which shareholders obtain information to assess the compensation
practices of the company. This report should be clear, concise and fully disclose all methods of compensation and performance measures.
Furthermore, this report should present the information in a format that will allow all shareholders to easily determine total compensation for
an individual.
When considering whether to approve a company’s advisory vote on executive compensation, we will consider the company’s overall
compensation philosophy in the context of all relevant factors, including:
▪ whether pay is aligned to long-term sustainable performance
▪ whether the company has provided adequate disclosure of specific performance metrics and measures and discloses performance
against those metrics
▪ whether the company has poor executive pay practices
▪ whether the company has manipulated its equity compensation plans through stock option backdating, spring loading or re-pricing,
or the use of materially-altered non-GAAP performance metrics without a reasonable rationale
▪ whether the company uses time vesting or performance vesting for equity awards, with particular consideration where equity
awarded through the Long-Term Incentive Plan, excluding stock options, lacks a performance-based component
▪ whether the company has established meaningful stock holding requirements for executives and whether it has clawback policies in
place in the event of accounting restatement or wrongdoing
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▪ whether overall amounts of executive compensation are reasonable relative to company peers, other employees and the value added
by the executive. For instance, overall amounts may be flagged as excessive where the highest paid executive’s total compensation is
twice as high the previous year’s median pay at the company’s market cap and revenue-based peers
▪ whether the executive compensation plans are overly complex or duplicative
▪ whether the company’s executive compensation plans give directors excessive discretionary power over awards
▪ if there are significant levels of dissent on the say-on-pay vote over two or more consecutive years
Voting Guideline
We will generally support proposals that require full or enhanced disclosure of compensation for senior executives.
We will support proposals requiring an advisory vote by shareholders to approve the annual compensation report (i.e. “say-on-pay”).
Where a say-on-pay proposal fails to obtain the support of at least 60% of its shareholders we will expect a substantive board response.
Boards should engage with their significant shareholders to determine the nature of their concerns with the company’s executive
compensation practices. If those concerns are not adequately addressed in the next proxy circular, we will generally withhold/vote against the
members of the compensation committee of the board.
We will assess all say-on-pay proposals on a case-by-case basis, but will generally not support plans where;
▪ There are inadequate equity retention requirements for senior management. It is preferred that these requirements extend for a
period post-employment.
▪ There are inadequate claw-back provisions in the event of fraud or other acts that result in financial restatement or inappropriate
compensation being paid.
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▪ The compensation committee has exercised discretion to increase executive compensation beyond what was indicated by the
compensation metrics and has not provided adequate disclosure and justification for this action.
▪ The compensation plan and/or the compensation plan disclosure is overly complex with no apparent reason for that complexity.
▪ The plan uses per-share metrics and there was a significant repurchase of shares during the period with no business rationale.
▪ There were significant legal expenses incurred and/or settlements paid arising from the company’s products, services, or business
operations excluded from performance metric calculations.
▪ There was a significant environmental or social controversy during the year that had an actual or potential material impact on the
company that is not reflected adequately in the remuneration of executives.
▪ Substantial payouts are triggered for performance that falls below the relevant comparator group median or average.
▪ The amount of the total compensation paid to the CEO or senior management is excessive in light of all relevant circumstances.
▪ The highest paid executive earns greater than $20-million (USD) and the company provides no disclosure on thresholds and targets
of performance metrics in both the Short-Term Incentive Plan (STIP) and Long-Term Incentive Plan (LTIP).
▪ Executives are awarded with excessive special or one-time awards in response to successful transactions.
▪ The compensation plan makes use of significant front-loaded awards or long-term mega grants without robust performance
conditions aligning management and shareholder interests for the duration of the plan’s life and beyond.
Compensation Consultants
Compensation consultants are increasingly being used by boards to provide advice and recommendations on the structure of executive
compensation plans. The use of consultants can provide invaluable support to the compensation committee in designing the executive
compensation plan. It is important that the independence of compensation consultants is not compromised and that the nature and the extent
of the relationship are disclosed to shareholders. We prefer that no less than two-thirds of the total fees paid to the compensation consultant
be for consulting services provided to the board. In addition, we prefer that the compensation consultants be engaged by the compensation
committee and report directly to it.
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Voting Guideline
We will generally support shareholder proposals requiring the full disclosure of all fees paid to a compensation consulting firm,
distinguishing between fees paid for services to the board and for all other services provided to the company.
We will generally support shareholder proposals requiring compensation consultants to limit their overall relationship with a company to
providing services to the board only.
External Management Compensation Disclosure
Occasionally issuers will employ external rather than internal senior management teams. In these situations senior management are not
employees of the company but rather provide their services under a contract. For this type of management structure, disclosure requirements
regarding executive compensation do not technically apply and consequently practices for these arrangements often fall well below those for
internal management. RBC GAM expects that the disclosure of external management compensation should be the same as it is for senior
management employed by an issuer.
Voting Guideline
Where compensation disclosure practices for issuers with external management fall materially below the disclosure requirements for issuers
with internal management, we will vote against the say-on-pay proposal. If there is no say-on-pay proposal on the ballot we will withhold
votes from all members of the compensation committee.

Takeover Protection
The takeover protection measures that are available to boards and management can be a double-edged sword for the shareholder. They can be
used to protect shareholder value by defending the company from hostile takeover bids that do not represent a fair value for the assets of the
company. However, they can also be used to entrench a board and management who may ultimately undermine shareholder rights and
shareholder value.
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Shareholder Rights Plans (“Poison Pills”)
There are two main purposes for a shareholder rights plan. The first is to ensure that all shareholders are treated equally, and the second is to
give the board time to consider other options. Many shareholder rights plans go well beyond these two aims and may be used to prevent bids
that are worthy of shareholder consideration.
A shareholder rights plan should allow a takeover offer to stand for no longer than 60 days before the board responds. This gives
management and the board ample time to consider the bid and assess alternatives.
In Canada, shareholder rights plans must be ratified by the shareholders at the first annual meeting following adoption of the plan. In the
U.S., shareholder ratification is not required.
Voting Guideline
We will review each shareholder rights plan on a case-by-case basis, but will generally not support plans that are not subject to shareholder
approval at least every three years. We will oppose any shareholder rights plan that is triggered by a purchase of less than 20% of the
company’s shares.
Other Takeover Protection Measures
Other takeover protection measures may include, but are not limited to the following:
▪ going private transactions
▪ leveraged buyouts
▪ lock-up arrangements
▪ crown-jewel defences
▪ greenmail
▪ fair price amendments
▪ re-incorporation
When considering any takeover protection measure, we would be more likely to support a proposal if:
▪ the measure protects the rights of all shareholders
▪ the measure seeks to maximize shareholder value
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▪ sufficient time and information is made available to shareholders to make an informed decision
▪ the measure will allow competing bids to be considered over a reasonable time
▪ the measure is subject to shareholder approval
▪ the measure is adopted for a limited period
Voting Guideline
We will review each takeover protection measure on a case-by-case basis. We will generally oppose greenmail payments where there is no
sufficient long-term business justification for them.
Dissident Shareholders, Contested Elections, and Proxy Contests
Over recent years we have seen an increase in contested elections where a dissident shareholder is proposing its own slate of director
nominees. In these situations it is important to understand what both sides are proposing and the implications it will have on governance and
performance going forward.
Voting Guideline
We will review dissident shareholder proposals for director nominees on a case-by-case basis to determine which will result in the best
governance and performance for the company over both the short and longterm. We will consider:
▪ board independence, performance, equity ownership and responsiveness to shareholder concerns
▪ the performance of current management and the company’s long-term performance
▪ the competing strategic plans of the dissident and incumbent slate to enhance long-term corporate value, including the impact on
key constituents
▪ the relative qualifications of the nominees and, where relevant, the company’s current executive and board compensation practices
When dissidents are proposing an alternative strategy or if a proposed merger or acquisition is put to shareholders for a vote, we will consider
all relevant factors, including:
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▪ impact on long-term corporate value
▪ anticipated financial and operating benefits
▪ the price being offered to shareholders
▪ circumstances regarding how the deal was negotiated
▪ any proposed or resulting changes in corporate governance and the impact of those changes on shareholders’ rights
▪ the impact of any merger or acquisition on key constituents at both companies
Dissident Director Nominee Compensation
In some contested director elections, dissident director nominees may have separate compensation agreements with the dissident shareholder.
These agreements can be problematic, particularly if they extend beyond the election of the nominee directors, as they may compromise the
independence of the nominee directors, motivate them to act in the best interests of the dissident shareholder rather than the best interests of
the company, and create divisions within the board.
Voting Guideline
We will review nominee director compensation agreements with dissident shareholders on a case-by-case basis, but may vote
against/withhold votes from nominee directors if we believe their independence has been or could be compromised.
We will generally support proposals to prohibit payments from a dissident shareholder to its nominee directors after those directors have been
elected to the board.
We will generally vote against proposals that would prevent the election of nominee directors who have received compensation from a
dissident shareholder during a proxy contest, prior to being elected to the board.

Shareholder Rights
Shareholder rights include rights to influence management of the issuer through voting, to receive information from the issuer, to sell or
transfer shares, to receive a share of the income of the issuer and to share in the net proceeds on the sale or winding-up of the issuer. These
rights, like any other asset, should be protected and maintained.
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Voting Guideline
We will generally oppose attempts to limit and/or eliminate shareholders’ rights to call a special meeting or act by written consent and will
generally support resolutions that seek to restore those rights.
Confidential Voting
As with other electoral systems, the voting of proxies should be confidential, thereby ensuring that the process is impartial and free from
coercion.
Voting Guideline
We will support proposals to introduce confidential voting.
Proxy Access
We believe that a robust process for nominating directors is fundamentally important for creating an effective board and that shareholders
have a role to play in that process. Significant shareholders should have the right to nominate a number of directors for election in the
ordinary course, outside of any contest for control, and should have their nominees included in the proxy circular in the same manner as the
company’s nominees.
Voting Guideline
We will generally support proposals that provide shareholders owning at least 3% of a company’s voting shares (individually or together with
other shareholders) access to the company proxy statement to advance non-management board candidates comprising no more than 25% of
the total board. We generally do not support limits on the number of shareholders that may aggregate their shares to satisfy the ownership
requirement, but generally will not oppose proxy access proposals with reasonable limits on this basis alone.
In general, we will withhold support for proxy access proposals if the access right could be used to promote hostile takeovers by allowing for
nomination of more than 25% of the board.
We will not support by-law amendments that will place unreasonable conditions or restrictions on shareholders’ ability to nominate directors.
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If proxy access provisions are used to unreasonably restrict the rights of shareholders, we will withhold votes from the members of the
corporate governance and nominating committees until the issue is resolved.
Advance Notice Provisions
When select shareholders nominate a director for election at or just before a company’s annual or special meeting, it poses undue risks to
other shareholders that were unable to adequately review all relevant information relating to a proposed nominee. Advance Notice Policies
allow companies to mitigate this risk by ensuring that the company and shareholders are notified within an appropriate timeframe of a
shareholder’s intention to nominate one or more directors. However, these Advance Notice Policies also have the potential to be used by the
company to unreasonably restrict the right of shareholders to nominate directors. Voting Guideline
We will generally support proposals seeking to establish Advance Notice Provisions so long as:
▪ The minimum notice period is not less than 30 days from the meeting date in the event of an annual meeting or 15 days in the event
of a special meeting
▪ Nominations may be submitted within a minimum of ten days following the first public announcement of a meeting if notice of the
meeting date is given less than 50 days prior to the meeting date
▪ There is no upper limit on the number of days before an annual meeting in which a director can be nominated
▪ The policy provides that if the annual meeting is postponed or adjourned, a new time period for shareholder nominations will
begin.
▪ There are no requirements that unnecessarily restrict the ability of shareholders to nominate directors, including the ability of
companies’ to request an unreasonable level of additional disclosure regarding shareholder nominees
Dual-Class Stock & Unequal Voting Rights
A company with dual class shares gives multiple votes per share to a certain class of shares, resulting in unequal voting rights between
classes of shares. This violates the principle of one share, one vote. Companies with multiple voting shares give minority shareholders the
ability to make decisions that may not be in the interests of all shareholders, or may not be supported by the majority of shareholders.
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For companies that have recently undergone an initial public offering and incorporate a share structure with unequal voting rights, we
strongly encourage the adoption of a sunset provision to remove the unequal voting rights structure within a reasonable period of time.
For companies that maintain a share structure with unequal voting rights, we strongly encourage the disclosure of voting results to be broken
down by each class of share to provide greater transparency and allow both minority shareholders and the board to better understand how the
different classes of shares were voted.
Voting Guideline
We will generally not support the creation or extension of a dual-class share structure without substantial proof that such a plan is critical to
the success of the firm as a result of specific and unique challenges. Any such plan must be subject to future approval by the holders of the
subordinate voting shares at regular and pre-determined intervals.
We will support proposals to eliminate dual-class share structures.
We will consider any proposal to enhance the voting rights of long-term shareholders on a case-by-case basis, in light of the particular
circumstances of the company and the legal regulatory regime to which it is subject.
We will generally support proposals that ask for the disclosure of voting results broken down by share class.
Supermajority Approval
We believe that supermajority requirements do have a legitimate purpose, but can be subject to abuse. They should not be used for votes
regarding takeovers or control of a company, and the approval proportion should not be set too high. A two-thirds majority is most common,
and we generally consider anything above that to be unreasonable.
Voting Guideline
We will consider supermajority voting proposals on a case-by-case basis but will generally vote against any supermajority proposal that has
more than a two-third majority requirement unless it can be clearly demonstrated that it is in the shareholders’ best interests.
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Linked Proposals
Linked proposals are used to pass proposals that may not be approved if they were proposed individually.
Voting Guideline
We will generally not support linked proposals.
Increase in Authorized Shares
We recognize that directors may need the flexibility to issue stock to meet changing financial conditions. This may include a stock split, to
support an acquisition or restructuring plan, to use in a stock option plan or to implement an anti-takeover plan. The authorization of
additional stock should be approved by shareholders, and should meet a specific business need.
Voting Guideline
We will review proposals to increase authorized shares on a case-by-case basis. We will not support proposals for unlimited authorized
shares.
We may support a reverse stock split if management provides a reasonable justification for it and reduces authorized shares accordingly.
We will oppose management proposals to issue tracking stocks designed to reflect the performance of a particular business unit.
Disclosure of Voting Results
We believe that shareholders have the right to know whether a proposal has been passed or defeated, as well as the number of votes for,
against and withheld. Additionally, all proposals should be cast by ballot rather than a show of hands, as this will ensure that all shareholders,
whether present at the meeting or not, will be treated equally. In order to maintain the integrity of the proxy voting process, it is
recommended that vote results be subject to independent verification.
Voting Guideline
We will support proposals for the prompt disclosure of proxy voting results, to eliminate the practice of voting by a show of hands, and to
adopt independent verification of proxy voting.
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Blank-cheque Preferred Shares
There may be valid business reasons for the issuance of blank-cheque preferred shares, but we believe the potential for abuse outweighs the
benefits. The authorization of these shares gives directors complete discretion over the conditions of the stock and shareholders have no
further power to determine how or when the shares will be allocated.
Voting Guideline
We will generally not support the authorization of blank-cheque preferred shares.
Shareholder Meeting Quorum
The quorum for shareholders’ meetings should be high enough to ensure that individual shareholders or small groups of shareholders (for
example the board or senior management) will not be able to act independently of other shareholders, but not so high as to make it difficult to
achieve.
Voting Guideline
We will generally support quorum amendment proposals that require a minimum of five shareholders representing 25% of outstanding shares
to constitute a quorum.
Equity Issues
Shareholders should exercise control over the issuance of shares, especially when that issuance will result in significant dilution of
ownership. This allows shareholder input on major decisions that affect the longterm interests of shareholders and the company.
Voting Guideline
We will review all proposals regarding private placements and the issuance of equity on a case-by-case basis, but will vote against any
proposal that will cause excessive dilution without a valid business need.
Other Business
We believe that the inclusion of an “other business” proposal on a proxy ballot gives the board broad discretion to act without specific
shareholder approval.
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Voting Guideline
We will not support “other business” proposals.
Implementing Shareholder Views
When a resolution receives the support of a majority of shareholders, the board of directors should report back within a reasonable time, and
not later than the next annual shareholders’ meeting, on the action taken or explain why no action has been taken.
Voting Guideline
When the board fails to implement a proposal that has received a majority of shareholder support, and does not demonstrate a valid reason
for this action, we will generally withhold votes for all board members who served on the board during the period in question.
Share Blocking
Some countries allow the practice of share blocking, where shareholders are “blocked” or prevented from trading their position from the time
the proxy votes are submitted to the day after the shareholders’ meeting. This practice has implications for the management of the portfolios
in which these securities are held. We believe that this practice is not in the interests of shareholders and we would like to see it discontinued.
Voting Guideline
In general, we will not vote shares that are subject to blocking restrictions unless we determine that it is in our clients’ best interests to do so.
Income Trust Governance
Unit holders of income trusts should enjoy the equivalent rights and protection as the shareholders of a corporation. The trust and associated
entities should take steps to ensure that appropriate governance practices are adopted to achieve this end.
Voting Guideline
We will generally support proposals that enhance governance practices of the trust.
We may withhold votes from trustees where they have failed to establish or protect the rights of unit holders.
A-74

Reincorporation
There can be valid business reasons for a company to reincorporate in a different jurisdiction; however, a company may also be motivated to
reincorporate for reasons that may be inconsistent with the interests of shareholders.
Voting Guideline
We will review all reincorporation proposals on a case-by-case basis but will generally vote against any proposal that will result in unjustified
risk to the corporation, unreasonable limits on director liability, diminished shareholder rights or weaker corporate governance requirements.
We will generally oppose management proposals to restructure the venue for shareowner claims by adopting charter or bylaw provisions that
seek to establish an exclusive judicial forum.
Exclusive Forum Provisions
Exclusive forum provisions relate to a company making a change to its by-laws stipulating that legal actions brought against the company
will only be permitted in courts within a certain jurisdiction. For example, if a shareholder wanted to sue a company they could only file the
action in the jurisdiction stipulated by the company. While there may be valid reasons for adopting an exclusive forum provision, there is
also the potential that these provisions could be abused by a company and negatively impact the rights of shareholders.
Voting Guideline
We will assess all exclusive forum provisions on a case-by-case basis, but will generally not support proposals unless the company can
demonstrate a clear need for such a provision and how it is in the interests of all shareholders.
Pre-IPO Unilateral Bylaw/Charter Amendments
Private companies that are contemplating an IPO have the ability to adopt bylaw or charter amendments that may not be consistent with the
corporate governance best practices expected of a public company. These types of corporate governance practices are never acceptable, but it
is particularly egregious if they are adopted just prior to an IPO. These amendments have the potential to compromise the rights of the
shareholders after an IPO, and may be more difficult for shareholders to amend or repeal once a company has gone public. Companies in this
situation will often adopt these measures knowing that the new shareholder base would not approve them if they were proposed post-IPO.
We encourage private companies to adopt corporate governance practices consistent with the public market best practices prior to an IPO.
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Voting Guideline
With all IPOs, the expectation is that the newly public entity will have corporate governance and shareholder rights practices that meet best
practice standards for a public issuer. We will review the bylaws and charter for IPOs on a case-by-case basis, but will vote against the
corporate governance committee of the board and the board chair if there are any unreasonable restrictions on the rights of shareholders that
have not been removed prior to the IPO.
Calling a Special Meeting
In some jurisdictions, shareholders holding a specific percentage of a company’s shares are able to call a special meeting in order to take
action on matters that arise between regularly-scheduled annual general meetings. If, however, shareholders are unable to do so, their ability
to remove directors, put forward resolutions or respond to an offer from a bidder may be restricted.
Voting Guideline
We will review shareholder proposals requesting that a company install or change the percentage of shares required in order to call a special
meeting on a case-by-case basis.
No-action and Exemption Requests
In some jurisdictions (particularly the United States), companies may be permitted by market regulators and/or agencies to exclude
shareholder proposals from the ballot if the proposal conflicts with a management proposal at the same meeting. However, companies may
use this avenue to limit shareholder rights by putting forth management proposals similar to those filed by shareholders, but with more
limited criteria than originally set out by the shareholder proposal proponent.
The removal of redundant shareholder proposals from the ballot may be warranted where the company takes reasonable action on the issue or
where the proponent agrees on the withdrawal after engagement.
However, we are generally not supportive of the exemption practice where it impedes improvements to shareholder rights.
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Voting Guideline
We will examine cases where shareholder proposals have been excluded after the company has included a competing management proposal
on a case-by-case basis. We may vote against members of the governance committee if we determine that the company has excluded a
shareholder proposal and introduced a management proposal on substantially the same issue that may be contrary to shareholders’ best
interests, as compared to the original shareholder proposal.
We will vote on the resulting management proposal on a case-by-case basis, taking into consideration the impacts on shareholder rights and
shareholders’ abilities to file future resolutions on the issue(s).
Virtual Annual General Meetings
Although there are benefits to facilitating virtual participation in shareholder meetings, virtual meetings have the potential to adversely
impact shareholder rights, especially in the case of virtual-only meetings. In our view, a virtual meeting experience is not directly comparable
to an in-person experience for all shareholders.
Voting Guideline
Shareholders should be given the opportunity to vote on the adoption of virtual-only meetings. We may withhold our support from members
of the board if the company adopts a virtual-only meeting format and the resulting meeting format negatively impacts shareholder rights.
We are generally supportive of a hybrid meeting format where companies hold virtual meetings and traditional in-person meetings
simultaneously, as long as shareholder rights are not limited. We generally will not support proposals to adopt a virtual-only format for
upcoming annual meetings of shareholders.

Shareholder Proposals
General
Shareholders should have the right to bring relevant proposals to the annual general meeting. We believe that these proposals should be
included on the proxy ballot for consideration by all shareholders as long as they deal with appropriate issues and are not used to air personal
grievances or to obtain publicity.
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We also believe that proposals should generally refrain from specifying how corporations should achieve the desired objectives. We are
mindful that some proposals may diminish long-term shareholder value by imposing unreasonable constraints on the board and management.
Voting Guideline
We will generally review all shareholder proposals on a case-by-case basis. Where proposals relate to enhanced disclosure in an area that
represents a real risk or opportunity for the corporation, we will generally support it. Where proposals mandate a specific course of action for
the company we will generally oppose it.
Lobbying Disclosure Proposals
Shareholders continue to seek additional disclosure regarding companies’ lobbying activities. We encourage companies to provide additional
disclosure on their lobbying activities where material and will generally evaluate the quality of disclosure based on the following factors:
• The company’s rationale for its lobbying activities
• Disclosure of the company’s overall lobbying expenditures
• Board and/or management oversight of lobbying activities and description of this oversight
• Disclosure of a comprehensive list of trade association memberships
• Disclosure of a list of trade associations where dues meet or exceed a specific threshold
Voting Guideline We will evaluate shareholder proposals seeking additional disclosure on companies’ lobbying activities on a case-by-case
basis, but will generally support proposals where the company does not currently disclose such details or existing disclosure is inadequate.
We will consider the practices of company peers when evaluating these types of proposals.
Environmental and Social Shareholder Proposals
Environmental and social issues are increasingly acknowledged to be areas of real risk to the operations and value of a company. Proposals
that address these issues should be assessed in terms of the risks and opportunities they represent for the company and whether those issues
have been adequately disclosed to shareholders. Shareholder proposals will be evaluated on a case-by-case basis and we will consider the
Sustainability Accounting Standards Board Standards when assessing the materiality of a proposal.
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Climate Change
Climate change poses both risks and opportunities to a multitude of industries and we encourage companies to provide transparent reporting
on how they are managing, monitoring and identifying material climate change-related risks and opportunities. We encourage companies to
consider the
recommendations of the Task Force on Climate-Related Financial Disclosures (TCFD) in order to provide consistent and material climaterelated financial disclosures.
Voting Guideline
We will evaluate shareholder proposals requesting climate-related disclosures on a case-by-case basis but will generally support proposals
requesting:
•

That a company disclose information on the risks it faces related to climate change on its operations and investments, or on how the
company identifies, measures, and manages such risks.
Risks include Transition Risks (Policy and Legal, Technology, Market, and Reputation) and Physical Risks (Acute and Chronic), as
defined by the TCFD2

•

That a company adopt initiatives to reduce the emission of greenhouse gases, including carbon, and detailed disclosure of progress

•

That a company discloses the results of climate change scenario analyses and other climate change-related considerations

•

That a company consider the recommendations of the TCFD in its disclosure to shareholders

When evaluating climate-related shareholder proposals, we will consider:
•

The industry in which the company operates and the materiality of the requested disclosure in that industry

•

The company’s existing publicly-available information on the potential impacts of climate change on its operations, strategy or
viability
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1

•

Existing oversight, policies and procedures on climate-related risks and opportunities

•

The company’s level of disclosure and preparedness compared to that of its industry peers

Final Report: Recommendations of the Task Force on Climate-related Financial Disclosures (June 2017). https://www.fsb-tcfd.org
/publications/final-recommendations-report/.
[ ] Whether the company has recently been involved in climate-related controversies resulting in fines, litigation, penalties or significant
environmental, social or financial impacts
A-80

Environmental Issues
All companies have an impact on the environment. We expect companies to adopt policies and procedures to minimize a company’s impact
on the environment. Proposals that seek to improve the environmental practices of a company will generally be supported.
Voting Guideline
We will generally vote in support of proposals that ask for:
▪

greater disclosure of a company’s environmental practices and/or environmental risks and liabilities

▪

initiatives to reduce toxic emissions and detailed disclosure of results

▪

detailed reporting on the risks and opportunities resulting from climate change

▪

initiatives to promote recycling, including product life-cycle management, and detailed disclosure of results

▪

companies to abstain from operating in environmentally sensitive areas or using products produced from materials extracted from
such areas

▪

consideration and adoption of the Global Reporting Initiative reporting standards

▪

consideration and adoption of the Equator Principles

▪

companies to consider investing in or developing renewable energy sources

▪

detailed reporting on water use, intensity, supply, and risks. Reporting on efforts to reduce overall water use or intensity and impacts
on local water systems

Human Rights
We live in an increasingly globalized world where companies located in one country operate within the borders of others. Those operations
frequently occur in the developing world where basic human rights are not protected as vigorously as they are in the developed world. We
generally support proposals that call on companies to respect basic human rights and comply with relevant international agreements
regarding the protection of human rights.
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Voting Guideline
We will generally vote in support of proposals that call on companies to:
▪

adopt or comply with policies that conform to the United Nation’s Universal Declaration on Human Rights

▪

take reasonable steps, or institute a review process, to ensure that it does not do business with suppliers that manufacture products
using forced labour, conflict labour or child labour, or suppliers that fail to comply with all applicable laws and standards protecting
their employees’ wages, benefits, working conditions, freedom of association and other rights

▪

prepare a report or adopt a code of conduct with respect to the company’s investments or operations in countries or regions with
systemic labour and human rights abuses

▪

report on operations and the cost of continued involvement in countries with poor human rights records

▪

provide meaningful disclosure of a company’s activities in countries with patterns of human rights abuses

▪

adopt policies relating to operations in a conflict zone to protect the rights of local communities and avoid exacerbating the conflict

▪

adopt independent programs to monitor the company’s compliance with codes of conduct and to provide detailed disclosure of
results

▪

adopt or comply with policies that conform to the International Labour Organization’s Core
Conventions and report on the progress toward implementing those standards

Community Issues
Shareholder proposals commonly relate to the impact of a company’s operations on the residents of the communities in which it operates,
including First Nations or other indigenous communities. “Community” may also refer to larger areas, such as a province, state or nation, to
the extent that a company’s operations may have broader impact. In general, we support proposals that ask companies to operate in a manner
that respects the wishes of the communities in which they operate.
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Voting Guideline
We will generally vote in support of proposals that call for:
▪

reporting on a company’s impact on indigenous communities and the adoption of policies relating to the rights of indigenous peoples

▪

careful consideration of advertising policies and practices to ensure that they do not promote racial stereotyping

▪

meaningful disclosure of plant closing criteria

▪

eliminating the use of predatory lending practices and “redlining”

▪

disclosure of lending practices in developing countries

▪

disclosure and board level oversight of corporate political contributions and lobbying expenditures

▪

support of the Extractive Industry Transparency Initiative

We will generally oppose proposals that call for:
▪

asking banks to forgive loans outright

▪

requiring shareholder ratification of charitable grants

Employee Rights, Diversity and Relations
In general, we support proposals that promote diversity, dignity and safety in the workplace and the protection of collective bargaining rights.
Voting Guideline
We will generally vote in support of proposals that ask companies to:
▪

report on equal opportunity and diversity in the workplace (although we will generally not support proposals to set arbitrary or
unreasonable goals in that regard or require companies to hire people who are not well-qualified)

▪

report on gender pay equity where the company has inadequate policies or disclosure and its practices lag behind peers’ or the
company has been the subject of a recent controversy, including litigation, related to gender pay equity
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▪

create and/or report on initiatives seeking to prevent discrimination on the basis of race, national origin, religion, gender, age,
disability, sexual orientation or gender identity

▪

adopt guidelines and report on progress toward creating advancement opportunities for women and minorities

▪

adopt a LGBT+ anti-discrimination policy

adopt enhanced health and safety policies, report on the implementation of those policies, and disclose health and safety data to shareholders
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Voting: Coverage
We recognise our responsibility to make considered use of voting rights.
The overriding principle governing our approach to voting is to act in line with our fiduciary responsibilities in what we deem to be the
interests of our clients.
We normally hope to support company management; however, we will withhold support or oppose management if we believe that it is in the
best interests of our clients to do so.
We vote on a variety of resolutions issues; however the majority of resolutions target specific corporate governance issues which are required
under local stock exchange listing requirements, including but not limited to: approval of directors, accepting reports and accounts, approval
of incentive plans, capital allocation, reorganisations and mergers. We do vote on both shareholder and management resolutions.
Our Corporate Governance specialists assess resolutions, applying our voting policy and guidelines (as outlined in this Environmental, Social
and Governance Policy) to each agenda item. These specialists draw on external research, such as the Investment Association’s Institutional
Voting Information Services, the Institutional Shareholder Services (ISS), and public reporting.
Our own research is also integral to our process and this will be conducted by both our investment and ESG analysts. Corporate Governance
specialists will consult with the relevant analysts and portfolio managers to seek their view and better understand the corporate context.
The final decision will reflect what investors and Corporate Governance specialists believe to be in the best long term interest of their client.
When voting, where there is insufficient information with which to make a voting decision we may not vote.
In order to maintain the necessary flexibility to meet client needs, local offices of Schroders may determine a voting policy regarding the
securities for which they are responsible, subject to agreement with clients as appropriate, and/or addressing local market issues. Both Japan
and Australia have these.
Our UK Stewardship Code Statement outlines our approach in this area in more detail for all of our international holdings and is publicly
available.
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Voting: Operational
As active owners, we recognise our responsibility to make considered use of voting rights. It is therefore our policy to vote all shares at all
meetings globally, except where there are restrictions that make it onerous or expensive to vote compared with the benefits of doing so (for
example, share blocking practice whereby restrictions are placed on the trading of shares which are to be voted). In these cases we will
generally not vote.
We use a third party service to process all proxy voting instructions electronically. We regularly review our arrangements with these
providers and benchmark them against peers.

Voting: Conflicts of Interest
Our UK Stewardship Code Statement outlines our approach in this area in more detail for all of our international holdings and is publicly
available.

Voting Client Choice/Delegating Authority
Given our focus on ESG integration and Stewardship with the aim of enhancing returns, we believe it is appropriate for clients to give voting
discretion to Schroders.
Clients may elect to retain all or some discretion in relation to voting, engagement and/or corporate governance issues. In these cases we
suggest such clients use an external voting service to vote their interests.

Disclosure
We believe transparency is an important feature of effective Stewardship.
We produce a public Quarterly Sustainable Investment Report on our ESG activities over the period. We report on the total number of
engagements, the companies engaged with and this is broken down by region, type and sector. We also highlight engagement case studies
after these have come to a close, as it is our view that ongoing engagement is most effective on a confidential basis.
On a monthly basis, we publish a public voting report which details shareholder proposals for companies during the period and how the votes
were cast, including votes against management and abstentions, along with the rationale behind these decisions.
As part of our reporting collateral, we also produce an Annual Sustainable Investment Report. This provides additional details on our
stewardship activities, our ESG integration efforts across asset classes, thematic research reports, detailed case studies, engagement progress,
voting highlights, our shareholder resolution voting record, our involvement in industry initiatives and collaborative engagements.
All of these reports above are available on our website: http://www.schroders.com/ sustainability
Institutional clients receive a more specific report which includes their personal voting activity and more detailed information on the progress
of company engagements that are ongoing.
Schroders obtains an independent opinion on our engagement and voting processes based on the standards of the AAF 01/06 Guidance
issued by the Institute of Charted Accounts in England and Wales.
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