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Policy
Lake Partners, Inc. (the “Adviser”) has adopted these policies and procedures in accordance with
Rule 206(4)-6 under the Investment Advisers Act of 1940 (the “Advisers Act”). These policies
and procedures are designed to ensure that the Adviser is administering proxy voting matters in a
manner consistent with the best interests of its clients and in accordance with its fiduciary duties
under the Advisers Act and other applicable laws and regulations.
The Adviser considers the proxy vote to be an asset of the client portfolio holding the security to
which the proxy relates and for which the Adviser has voting authority. The Adviser’s authority
to vote proxies is established by the investment management agreement (as amended from time to
time) and/or the brokerage account application agreement with the client. In all circumstances,
the Adviser will comply with specific client directions to vote proxies, whether or not such client
directions deviate from the Adviser’s policies and procedures
The Adviser seeks to discharge its fiduciary duty to clients for whom it has proxy voting authority
by monitoring corporate events and voting proxies solely in the best interests of its clients. The
Adviser evaluates all proxy proposals on an individual basis. Subject to its contractual
obligations, there may be times when refraining from voting a proxy is in a client’s best interest,
such as when the Adviser determines that the cost of voting the proxy exceeds the expected
benefit to the client.
The Adviser typically is neither an activist in corporate governance nor an automatic supporter of
management on all proxy proposals. Generally, the Adviser will oppose management in order to
further the independence of the board of directors, to preserve the rights of shareholders (such as
by resisting attempts to entrench management), and to oppose compensation packages that the
Adviser deems to be excessive.
Proxy Committee: Proxy Voting Guidelines
The Adviser has established a Proxy Committee. The members of the Proxy Committee are
appointed by the Board of Directors of the Adviser from time to time and are listed on
Attachment A. The Proxy Committee meets at least annually and as necessary to fulfill its
responsibilities. A majority of the members of the Proxy Committee constitutes a quorum for the
transaction of business. The Controller acts as secretary of the Proxy Committee and maintains a
record of Proxy Committee meetings and actions.
The Proxy Committee is responsible for (i) the oversight and administration of proxy voting on
behalf of the Adviser’s clients, including developing, authorizing, implementing and updating the
Adviser’s proxy voting policies and procedures; (ii) overseeing the proxy voting process; and (iii)
engaging and overseeing any third party service provider as voting agent to receive proxy
statements and/or to provide information, research or other services intended to facilitate the
proxy voting decisions made by the Adviser. The Proxy Committee typically reviews reports on
the Adviser’s proxy voting activity at least annually and as necessary to fulfill its responsibilities.

The Proxy Committee reports to the Adviser’s Board of Directors at least annually regarding the
administration of these policies and procedures and any changes deemed appropriate.
The Proxy Committee has developed a set of criteria for evaluating proxy issues. These criteria
and general voting guidelines are set forth in the Adviser’s Proxy Voting Guidelines (the
“Guidelines”), a copy of which is attached hereto as Attachment B. The Proxy Committee may
amend or supplement the Guidelines from time to time. All Guidelines are to be applied
generally and not absolutely, such that the Adviser’s evaluation of each proposal will be
performed in the context of the Guidelines giving appropriate consideration to the circumstances
of the company or investment company whose proxy is being voted.
Proxy Voting Procedure
The Adviser establishes with respect to each client account whether the client retains the power to
vote proxies or has delegated the responsibility for proxy voting to the Adviser. In every case
where a client has delegated responsibility for voting proxies to the Adviser, the Adviser tracks
the occurrence of shareholder meetings, and obtains and evaluates the proxy information
provided by the companies whose shares are being voted.
Prior to a proxy voting deadline, the appropriate analyst of the Adviser (who may be a member of
the Proxy Committee) will make a determination as to how to vote each proxy proposal based on
his or her analysis of the proposal and the Guidelines. In evaluating a proxy proposal, an analyst
may consider information from many sources, including management of the company or
investment company, shareholder groups and independent proxy research services. An analyst
may determine that the cost of voting a proxy exceeds the expected benefit to the client. For
example, calling back securities that have been loaned in order to exercise voting rights could
cause a client to forego income that otherwise would have been earned had the Adviser not
sought to exercise voting rights with respect to those securities.
The Adviser is responsible for submitting, or arranging the submission of, the proxy votes to the
shareholders meetings in a timely manner.
The Adviser will use echo voting for the investment company shares when required by law.
Conflicts of Interest
The Adviser may have a conflict of interest in voting a particular proxy. A conflict of interest
could arise, for example, as a result of a business relationship with a company or investment
company, or a direct or indirect business interest in the matter being voted upon, or as a result of
a personal relationship with corporate directors or candidates for directorships. Whether a
relationship creates a material conflict of interest will depend upon the facts and circumstances.
Whenever an analyst determines that it is in a client’s best interest to vote on a particular proposal
in a manner other than in accordance with the Guidelines (or the Guidelines do not address how
to vote on the proposal), the analyst shall present the matter to the Proxy Committee, which shall
be responsible for evaluating information relating to conflicts of interest in connection with
voting the client proxy.
A.

Identifying Conflicts of Interest

For purposes of identifying conflicts under these procedures, the Proxy Committee will rely on
publicly available information about a company or investment company and its affiliates,
information about the company or investment company and its affiliates that is generally known
by the Adviser’s employees, and other information actually known by a member of the Proxy
Committee.
The Proxy Voting Committee may determine that the Adviser has a conflict of interest as a result
of the following:
1. Significant Business Relationships – The Proxy Committee will consider whether the
matter involves an issuer or proponent with which the Adviser has a significant business
relationship. The Adviser has significant business relationships with certain entities, such
as other investment advisory firms, vendors, clients and broker-dealers. For this purpose,
a “significant business relationship” is one that might create an incentive for the Adviser
to vote in favor of management.
2. Significant Personal or Family Relationships – The Proxy Committee will consider
whether the matter involves an issuer, proponent or individual with which an employee of
the Adviser who is involved in the proxy voting process may have a significant personal
or family relationship. For this purpose, a “significant personal or family relationship” is
one that would be reasonably likely to influence how the Adviser votes the proxy.
Employees of the Adviser who are involved in the proxy voting process (e.g., analysts,
portfolio managers, Proxy Committee members, senior management, as applicable) are
required to disclose to the Proxy Committee any significant personal or family
relationship they may have with the issuer, proponent or individual involved in the
matter.
3. Contact with Proxy Committee Members – If an employee of the Adviser not involved
in the proxy voting process contacts any Proxy Committee member for the purpose of
influencing how a proxy is to be voted, the member will immediately contact the
Adviser’s Chief Compliance Officer who will determine: (i) whether to treat the proxy in
question as one involving a material conflict of interest; and (ii) if so, whether the
member of the Proxy Committee who was contacted should recuse himself or herself
from all further matters regarding the proxy.
B.

Determining Whether a Conflict is Material

In the event that the Proxy Committee determines that the Adviser has a conflict of interest with
respect to a proxy proposal, the Proxy Committee shall also determine whether the conflict is
“material” to that proposal. The Proxy Committee may determine on a case-by-case basis that a
particular proposal does not involve a material conflict of interest. To make this determination,
the Proxy Committee must conclude that the proposal is not directly related to the Adviser’s
conflict with the issuer. If the Proxy Committee determines that a conflict is not material, then
the Adviser may vote the proxy in accordance with the recommendation of the analyst.
C.

Voting Proxies Involving a Material Conflict

In the event that the Proxy Committee determines that the Adviser has a material conflict of
interest with respect to a proxy proposal, the proposal shall be voted in accordance with Lake
Partners’ proxy voting guidelines. However, if a material conflict of interest is identified and the
guidelines do not address how to vote on the proposal, the Proxy Committee may: (i) contact an

independent third party to recommend how to vote on the proposal and vote in accordance with
the recommendation of such third party (or have the third party vote such proxy); or (ii) fully
disclose the nature of the conflict to the client and obtain the client’s consent as to how Lake
Partners shall vote on the proposal (or otherwise obtain instructions from the client as to how the
proxy should be voted).
The Adviser may not address a material conflict of interest by abstaining from voting, unless the
Proxy Committee has determined that abstaining from voting on the proposal is in the best
interests of clients.1
The Proxy Committee shall document the manner in which proxies involving a material conflict
of interest have been voted as well as the basis for any determination that the Adviser does not
have a material conflict of interest in respect of a particular matter. Such documentation shall be
maintained with the records of the Proxy Committee.
5.

DISCLOSURE

In accordance with the Advisers Act, the Adviser reports upon request to its clients regarding the
manner in which their proxies are voted. It is the Adviser’s general policy not to disclose to any
issuer or third party how it has voted client proxies, except as otherwise required by law.
6.

RECORD RETENTION

The Adviser maintains the books and records required by Rule 204-2(c)(2) under the Advisers
Act in the manner and for the periods required.
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Lake Partners, Inc. Proxy Voting Guidelines

The existence of a material conflict of interest will not affect an analyst’s determination that it is in
the best interests of clients not to vote a proxy

Attachment A

Members of the Proxy Committee

Members of the Proxy Committee
Ronald A. Lake, Co-Chairman, President, Director
Frederick C. Lake, Co-Chairman, Secretary, Treasurer
Maurice A. Cabral, Controller, Chief Compliance Officer

Attachment B
LAKE PARTNERS, INC
.

Proxy Voting Guidelines
One of the primary factors Lake Partners, Inc. (the “Adviser”) considers when determining the
desirability of investing in a [particular company] or investment company is the quality and depth
of its management. Accordingly, the Adviser believes that the recommendation of management
on any issue should be given substantial weight in determining how proxy issues are resolved.
As a matter of practice, the Adviser will vote on most issues presented in a [company] or
investment company proxy statement in accordance with the position of the company’s
management, unless the Adviser determines that voting in accordance with management’s
recommendation would adversely affect the investment merits of owning the security. However,
the Adviser will consider each issue on its own merits, and will not support the position of the
company’s management in any situation where, in the Adviser’ judgment, it would not be in the
best interests of the client to do so.
The Adviser generally characterizes proxy voting issues into three Levels (I, II and III). The
Level of proposal will determine the depth of research required by the analyst when deciding how
to vote each proxy. Level I matters normally are voted based on the recommendation of the
issuer’s management. Matters that could meaningfully impact the position of existing
shareholders (Levels II and III) are given special consideration and voted in a manner that is
believed to support the interests of shareholders. Whenever an analyst determines that it is in a
client’s best interest to vote on a particular proposal in a manner other than in accordance with the
Guidelines (or the Guidelines do not address how to vote on the proposal), the analyst shall
present the matter to the Proxy Committee, which shall be responsible for evaluating information
relating to conflicts of interest in connection with voting the client proxy.
A.

Level I Proposals

Level I proposals are those which do not propose to change the structure, bylaws, or operations of
a company or investment company to the detriment of the shareholders. Given the routine nature
of these proposals, proxies will nearly always be voted with management. However, the
appropriate analyst of the Adviser will research the issue before making a conclusion as to how a
vote would be in the best interest of the client.













Approval of auditors
Election of directors and officers of the corporation
Indemnification provisions for directors
Liability limitations of directors
Name changes
Declaring stock splits
Elimination of preemptive rights
Incentive compensation plans
Changing the date and/or the location of the annual meetings
Minor amendments to the articles of incorporation
Employment contracts between the company and its executives and remuneration for
directors
Automatic dividend reinvestment plans



B.

Retirement plans, pensions plans and profit sharing plans, creation of and
amendments thereto

Level II Proposals

Issues in this category are more likely to affect the structure and operations of a company or
investment company and, therefore, will have a greater impact on the value of a client’s
investment. The applicable analyst on the security will review each issue in this category on a
case-by-case basis and perform diligent research to make a decision based on the best interest of
the client. In those instances where the decision is not clear cut, the analyst will consult with the
Proxy Committee and solicit their input. As stated previously, voting decisions will be made
based on the perceived best interest of the clients. Level II proposals include:












C.

Mergers and acquisitions
Restructuring
Re-incorporation or formation
Changes in capitalization
Increase or decrease in number of directors
Increase or decrease in preferred stock
Increase or decrease in common stock
Material changes in terms for fees or expenses of an investment company
Material changes in investment policies or guidelines of an investment company
Stock option plans or other compensation plans
Social issues

Level III (Corporate Governance) Proposals

The Adviser generally will vote against any management proposal that clearly has the effect of
restricting the ability of shareholders to realize the full potential value of their investment. In
addition to the steps taken to render a decision in the above-mentioned scenarios (Level I and
Level II proposals), the analyst may find it necessary to contact company or investment company
management to discuss any such proposal to gain a more complete understanding before casting a
vote. Proposals in Level III may include:







Poison pills
Golden parachutes
Greenmail
Supermajority voting
Board classification without cumulative voting
Confidential voting

