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of the Money Market Portfolio (the “Portfolio”) of The RBB Fund, Inc. (the “Company”). This information is in
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GENERAL INFORMATION
The Company is an open-end management investment company currently operating seventeen separate
portfolios. The Company is registered under the Investment Company Act of 1940, as amended (the “1940 Act”),
and was organized as a Maryland corporation on February 29, 1988. This SAI pertains to the Bedford Class shares
representing interests in one diversified investment portfolio of the Company, which is offered by a Prospectus.
Since June 30, 2011, BlackRock Advisors, LLC (“BALLC” or the “Adviser”) serves as the investment adviser to the
Portfolio. Prior thereto, BlackRock Institutional Management Corporation (“BIMC”), an affiliate of BALLC, served
as the investment adviser to the Portfolio.
INVESTMENT INSTRUMENTS AND POLICIES
The following supplements the information contained in the Prospectus concerning the investment objective
and policies of the Portfolio. The Portfolio seeks to generate current income to provide you with liquidity and to
protect your investment. The Adviser may not necessarily invest in all of the instruments or use all of the investment
techniques permitted by the Portfolio’s Prospectus and this SAI, or invest in such instruments or engage in such
techniques to the full extent permitted by the Portfolio’s investment policies and limitations.
Principal Investment Policies and Risks
Asset-Backed Securities. The Portfolio may invest in asset-backed securities which are backed by mortgages,
installment sales contracts, credit card receivables or other assets and collateralized mortgage obligations (“CMOs”)
issued or guaranteed by U.S. government agencies and instrumentalities. It may also invest in asset-backed
securities issued by private companies. Asset-backed securities also include adjustable rate securities. The estimated
life of an asset-backed security varies with the prepayment experience with respect to the underlying debt
instruments. For this and other reasons, an asset-backed security’s stated maturity may be shortened, and the
security’s total return may be difficult to predict precisely. Such difficulties are not expected, however, to have a
significant effect on the Portfolio since the remaining maturity of any asset-backed security acquired will be 397
days or less. Asset-backed securities are considered for industry concentration purposes (see “Fundamental
Investment Limitations and Policies”). In periods of falling interest rates, the rate of mortgage prepayments tends to
increase. During these periods, the reinvestment of proceeds by the Portfolio will generally be at lower rates than the
rates on the prepaid obligations.
Asset-backed securities are generally issued as pass-through certificates, which represent undivided fractional
ownership interests in an underlying pool of assets, or as debt instruments, which are also known as collateralized
obligations, and are generally issued as the debt of a special purpose entity organized solely for the purpose of
owning such assets and issuing such debt. Asset-backed securities are often backed by a pool of assets representing
the obligations of a number of different parties.
In general, the collateral supporting non-mortgage asset-backed securities is of shorter maturity than
mortgage-related securities. Like other fixed-income securities, when interest rates rise the value of an asset-backed
security generally will decline; however, when interest rates decline, the value of an asset-backed security with
prepayment features may not increase as much as that of other fixed-income securities.
Bank Obligations. The Portfolio will invest at least 25% of its total assets in obligations of issuers in the
banking industry, such as short-term obligations of bank holding companies, certificates of deposit, bankers’
acceptances and time deposits, including U.S. dollar-denominated instruments issued or supported by the credit of
U.S. or foreign banks or savings institutions having total assets at the time of purchase in excess of $1 billion. The
Portfolio may invest substantially in obligations of foreign banks or foreign branches of U.S. banks where the
investment adviser deems the instrument to present minimal credit risks. Such investments may nevertheless entail
risks in addition to those of domestic issuers, including higher transaction costs, less complete financial information,
less stringent regulatory requirements, less market liquidity, future unfavorable political and economic
developments, possible withholding taxes on interest income, seizure or nationalization of foreign deposits, currency
controls, interest limitations, or other governmental restrictions which might affect the payment of principal or
interest on the securities held in the Portfolio. Additionally, these institutions may be subject to less stringent reserve
requirements and to different accounting, auditing, reporting and recordkeeping requirements than those applicable
to domestic branches of U.S. banks. The Portfolio will invest in obligations of domestic branches of foreign banks
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and foreign branches of domestic banks only when its investment adviser believes that the risks associated with such
investment are minimal. The Portfolio may also make interest-bearing savings deposits in commercial and savings
banks in amounts not in excess of 5% of its total assets.
The activities of banks are subject to extensive regulations which may limit both the amount and types of
loans that may be made and the interest rates that may be charged. In addition, the profitability of the banking
industry is largely dependent upon the availability and costs of funds for the purpose of financing lending operations
under prevailing money market conditions. General economic conditions as well as exposure to credit losses arising
from possible financial difficulties play an important part in the operation of this industry.
Commercial Paper. The Portfolio may purchase commercial paper rated (i) (at the time of purchase) in the
two highest rating categories of at least two nationally recognized statistical rating organizations (“NRSRO”) or, by
the only NRSRO providing a rating; or (ii) issued by issuers (or, in certain cases guaranteed by persons) with shortterm debt having such ratings. These rating categories are described in Appendix A to this SAI. The Portfolio may
also purchase unrated commercial paper provided that such paper is determined to be of comparable quality by the
Portfolio’s investment adviser in accordance with guidelines approved by the Company’s Board of Directors.
Commercial paper purchased by the Portfolio may include instruments issued by foreign issuers, such as
Canadian Commercial Paper (“CCP”), which is U.S.-dollar-denominated commercial paper issued by a Canadian
corporation or a Canadian counterpart of a U.S. corporation, and in Europaper, which is U.S.-dollar-denominated
commercial paper of a foreign issuer, subject to the criteria stated above for other commercial paper issuers.
Eligible Securities. The Portfolio will only purchase “eligible securities” that present minimal credit risks as
determined by the Adviser pursuant to guidelines adopted by the Board of Directors. Eligible securities generally
include: (1) U.S. government securities; (2) securities that (a) are rated (at the time of purchase) by two or more
nationally recognized statistical rating organizations (“NRSROs”) in the two highest short-term rating categories for
such securities (e.g., commercial paper rated “A-1” or “A-2,” by Standard & Poor’s® Ratings Services (“S&P®”), or
rated “Prime-1” or “Prime-2” by Moody’s Investor’s Service, Inc. (“Moody’s”), or (b) are rated (at the time of
purchase) by the only NRSRO rating the security in one of its two highest rating categories for such securities;
(3) short-term obligations and, subject to certain SEC requirements, long-term obligations that have remaining
maturities of 397 days or less, provided in each instance that such obligations have no short-term rating and are
comparable in priority and security to a class of short-term obligations of the issuer that has been rated in accordance
with (2)(a) or (b) above (“comparable obligations”); (4) securities that are not rated and are issued by an issuer that
does not have comparable obligations rated by a NRSRO (“Unrated Securities”), provided that such securities are
determined to be of comparable quality to a security satisfying (2)(a) or (b) above and (5) subject to certain
conditions imposed under SEC rules, obligations guaranteed or otherwise supported by persons which meet the
requisite rating requirements.
Mortgage-Related Securities. Mortgage-related securities consist of mortgage loans which are assembled
into pools, the interests in which are issued and guaranteed by an agency or instrumentality of the U.S. government,
though not necessarily by the U.S. government itself.
There are a number of important differences among the agencies and instrumentalities of the U.S. government
that issue mortgage-related securities and among the securities that they issue. Mortgage-related securities
guaranteed by the Government National Mortgage Association (“GNMA”) include GNMA Mortgage Pass-Through
Certificates (also known as “Ginnie Maes”) which are guaranteed as to the timely payment of principal and interest
by GNMA and such guarantee is backed by the full faith and credit of the United States. GNMA is a wholly-owned
U.S. government corporation within the Department of Housing and Urban Development. GNMA certificates also
are supported by the authority of GNMA to borrow funds from the U.S. Treasury to make payments under its
guarantee. Mortgage-related securities issued by the Federal National Mortgage Association (“Fannie Mae”) include
Fannie Mae guaranteed Mortgage Pass-Through Certificates (also known as “Fannie Maes”) which are solely the
obligations of Fannie Mae, are not backed by or entitled to the full faith and credit of the United States and are
supported by the right of the issuer to borrow from the Treasury. Fannie Mae is a government-sponsored
organization owned entirely by private stockholders. Fannie Maes are guaranteed as to timely payment of principal
and interest by Fannie Mae. Mortgage-related securities issued by the Federal Home Loan Mortgage Corporation
(“Freddie Mac’) include Freddie Mac Mortgage Participation Certificates (also known as “Freddie Macs” or “PCs”).
Freddie Mac is a corporate instrumentality of the United States, created pursuant to an Act of Congress, which is
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owned entirely by Federal Home Loan Banks. Freddie Macs are not guaranteed by the United States or by any
Federal Home Loan Banks and do not constitute a debt or obligation of the United States or of any Federal Home
Loan Bank. Freddie Macs entitle the holder to timely payment of interest, which is guaranteed by Freddie Mac.
Freddie Mac guarantees either ultimate collection or timely payment of all principal payments on the underlying
mortgage loans. When Freddie Mac does not guarantee timely payment of principal, Freddie Mac may remit the
amount due on account of its guarantee of ultimate payment of principal at any time after default on an underlying
mortgage, but in no event later than one year after it becomes payable.
In a February 2011 report to Congress from the Treasury and the Department of Housing and Urban
Development, the Obama administration provided a plan to reform the U.S. housing finance market. The plan
would reduce the role of and eventually eliminate Fannie Mae and Freddie Mac. Notably, the plan does not propose
similar significant changes to GNMA, which guarantees payments on mortgage-related securities backed by
federally insured or guaranteed loans such as those issued by the Federal Housing Authority or guaranteed by the
Department of Veterans Affairs. The report also identified three proposals for Congress and the administration to
consider for the long-term structure of the housing finance markets after the elimination of Fannie Mae and Freddie
Mac, including implementing: (i) a privatized system of housing finance that limits government insurance to very
limited groups of creditworthy low- and moderate-income borrowers; (ii) a privatized system with a government
backstop mechanism that would allow the government to insure a larger share of the housing finance market during
a future housing crisis; and (iii) a privatized system where the government would offer reinsurance to holders of
certain highly-rated mortgage-related securities insured by private insurers and would pay out under the reinsurance
arrangements only if the private mortgage insurers were insolvent.
In addition, in August 2012, the Treasury announced that it had amended the terms of its bailout agreement
with Fannie Mae and Freddie Mac in order to decrease the holdings of each firm more quickly. Under the amended
agreement, both Fannie Mae and Freddie Mac will have to turn over all profits they earn every quarter. They will
also have to accelerate the reduction of their mortgage holdings to hit a cap of $250 million by 2018, four years
earlier than planned. Under the new arrangement, the portfolios of Fannie Mae and Freddie Mac can be no larger
than $650 billion each at the end of 2012.
The Portfolio may invest in multiple class pass-through securities, including CMOs. These multiple class
securities may be issued by U.S. government agencies or instrumentalities, including Fannie Mae and Freddie Mac,
or by trusts formed by private originators of, or investors in, mortgage loans. In general, CMOs are debt obligations
of a legal entity that are collateralized by a pool of residential or commercial mortgage loans or mortgage passthrough securities (the “Mortgage Assets”), the payments on which are used to make payments on the CMOs.
Investors may purchase beneficial interests in CMOs, which are known as “regular” interests or “residual” interests.
The residual in a CMO structure generally represents the interest in any excess cash flow remaining after making
required payments of principal of and interest on the CMOs, as well as the related administrative expenses of the
issuer. Residual interests generally are junior to, and may be significantly more volatile than, “regular” CMO
interests. The Portfolio does not currently intend to purchase CMOs, except as collateral for repurchase agreements.
Each class of CMOs, often referred to as a “tranche,” is issued at a specific adjustable or fixed interest rate and
must be fully retired no later than its final distribution date. Principal prepayments on the Mortgage Assets
underlying the CMOs may cause some or all of the classes of CMOs to be retired substantially earlier than their final
distribution dates. Generally, interest is paid or accrues on all classes of CMOs on a monthly basis.
The principal of and interest on the Mortgage Assets may be allocated among the several classes of CMOs in
various ways. In certain structures (known as “sequential pay” CMOs), payments of principal, including any
principal prepayments, on the Mortgage Assets generally are applied to the classes of CMOs in the order of their
respective final distribution dates. Thus, no payment of principal will be made on any class of sequential pay CMOs
until all other classes having an earlier final distribution date have been paid in full.
Additional structures of CMOs include, among others, “parallel pay” CMOs. Parallel pay CMOs are those
which are structured to apply principal payments and prepayments of the Mortgage Assets to two or more classes
concurrently on a proportionate or disproportionate basis. These simultaneous payments are taken into account in
calculating the final distribution date of each class.
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The relative payment rights of the various CMO classes may be subject to greater volatility and interest-rate
risk than other types of mortgage-backed securities. The average life of asset-backed securities varies with the
underlying instruments or assets and market conditions, which in the case of mortgages have maximum maturities of
forty years. The average life of a mortgage-backed instrument, in particular, is likely to be substantially less than the
original maturity of the mortgages underlying the securities as the result of unscheduled principal payments and
mortgage prepayments. The relationship between mortgage prepayment and interest rates may give some highyielding mortgage-backed securities less potential for growth in value than conventional bonds with comparable
maturities. In addition, in periods of falling interest rates, the rate of mortgage prepayments tends to increase. During
such periods, the reinvestment of prepayment proceeds by a Portfolio will generally be at lower rates than the rates
that were carried by the obligations that have been prepaid. When interest rates rise, the value of an asset-backed
security generally will decline; however, when interest rates decline, the value of an asset-backed security with
prepayment features may not increase as much as that of other fixed-income securities. Because of these and other
reasons, an asset-backed security’s total return may be difficult to predict precisely.
Recently, rating agencies have placed on credit watch or downgraded the ratings previously assigned to a large
number of mortgage-related securities (which may include certain of the mortgage-related securities in which the
Portfolio may have invested or may in the future be invested), and may continue to do so in the future. In the event
that any mortgage-related security held by the Portfolio is placed on credit watch or downgraded, the value of such
mortgage-related security may decline and the Portfolio may consequently experience losses in respect of such
mortgage-related security.
Municipal Obligations. The Portfolio may invest in short-term Municipal Obligations which are determined
by its investment adviser to present minimal credit risks and that meet certain ratings criteria pursuant to guidelines
established by the Company’s Board of Directors. The Portfolio may also purchase Unrated Securities provided that
such securities are determined to be of comparable quality to eligible rated securities. The applicable Municipal
Obligations ratings are described in the Appendix to this SAI.
The two principal classifications of Municipal Obligations are “general obligation” securities and “revenue”
securities. General obligation securities are secured by the issuer’s pledge of its full faith, credit and taxing power
for the payment of principal and interest. Revenue securities are payable only from the revenues derived from a
particular facility or class of facilities or, in some cases, from the proceeds of a special excise tax or other specific
excise tax or other specific revenue source such as the user of the facility being financed. Revenue securities include
private activity bonds which are not payable from the unrestricted revenues of the issuer. Consequently, the credit
quality of private activity bonds is usually directly related to the credit standing of the corporate user of the facility
involved.
Municipal Obligations may also include “moral obligation” bonds, which are normally issued by special
purpose public authorities. If the issuer of moral obligation bonds is unable to meet its debt service obligations from
current revenues, it may draw on a reserve fund, the restoration of which is a moral commitment but not a legal
obligation of the state or municipality which created the issuer. Therefore, risk exists that the reserve fund will not
be restored.
Municipal Obligations may include variable rate demand notes. Such notes are frequently not rated by credit
rating agencies, but unrated notes purchased by the Portfolio will have been determined by the Portfolio’s
investment adviser to be of comparable quality at the time of the purchase to rated instruments purchasable by the
Portfolio. Where necessary to ensure that a note is of eligible quality, the Portfolio will require that the issuer’s
obligation to pay the principal of the note be backed by an unconditional bank letter or line of credit, guarantee or
commitment to lend. While there may be no active secondary market with respect to a particular variable rate
demand note purchased by the Portfolio, the Portfolio may, upon the notice specified in the note, demand payment
of the principal of the note at any time or during specified periods not exceeding 13 months, depending upon the
instrument involved. The absence of such an active secondary market, however, could make it difficult for the
Portfolio to dispose of a variable rate demand note if the issuer defaulted on its payment obligation or during the
periods that the Portfolio is not entitled to exercise its demand rights. The Portfolio could, for this or other reasons,
suffer a loss to the extent of the default. The Portfolio invests in variable rate demand notes only when the
Portfolio’s investment adviser deems the investment to involve minimal credit risk. The Portfolio’s investment
adviser also monitors the continuing creditworthiness of issuers of such notes to determine whether the Portfolio
should continue to hold such notes.
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In addition, the Portfolio may, when deemed appropriate by its investment adviser in light of the Portfolio’s
investment objective, invest without limitation in high quality, short-term Municipal Obligations issued by state and
local governmental issuers, the interest on which may be taxable or tax-exempt for federal income tax purposes,
provided that such obligations carry yields that are competitive with those of other types of money market
instruments of comparable quality.
Opinions relating to the validity of Municipal Obligations and to the exemption of interest thereon from
federal income tax are rendered by bond counsel to the respective issuers at the time of issuance and relied upon by
the Portfolio in purchasing such securities. Neither the Company nor its investment adviser will review the
proceedings relating to the issuance of Municipal Obligations or the basis for such opinions.
Repurchase Agreements. The Portfolio may agree to purchase securities from financial institutions subject to
the seller’s agreement to repurchase them at an agreed-upon time and price (“repurchase agreements”). The
securities held subject to a repurchase agreement may have stated maturities exceeding 397 days, provided the
repurchase agreement itself matures in less than 13 months. Default by or bankruptcy of the seller would, however,
expose the Portfolio to possible loss because of adverse market action or delays in connection with the disposition of
the underlying obligations.
The repurchase price under the repurchase agreements described above generally equals the price paid by the
Portfolio plus interest negotiated on the basis of current short-term rates (which may be more or less than the rate on
the securities underlying the repurchase agreement). The financial institutions with which the Portfolio may enter
into repurchase agreements will be banks and non-bank dealers of U.S. government securities that are listed on the
Federal Reserve Bank of New York’s list of reporting dealers, if such banks and non-bank dealers are deemed
creditworthy by the Adviser. The Adviser will continue to monitor creditworthiness of the seller under a repurchase
agreement, and will require the seller to maintain during the term of the agreement the value of the securities subject
to the agreement to equal at least the repurchase price (including accrued interest). In addition, the Portfolio’s
adviser will require that the value of this collateral, after transaction costs (including loss of interest) reasonably
expected to be incurred on a default, be equal to or greater than the repurchase price including either: (i) accrued
premium provided in the repurchase agreement; or (ii) the daily amortization of the difference between the purchase
price and the repurchase price specified in the repurchase agreement. The Portfolio’s adviser will mark to market
daily the value of the securities. Securities subject to repurchase agreements will be held by the Company’s
custodian in the Federal Reserve/Treasury book-entry system or by another authorized securities depository.
Repurchase agreements are considered to be loans by the Portfolio under the 1940 Act.
Section 4(2) Paper. “Section 4(2) paper” is commercial paper which is issued in reliance on the “private
placement” exemption from registration which is afforded by Section 4(2) of the Securities Act. Section 4(2) paper
is restricted as to disposition under the federal securities laws and is generally sold to institutional investors such as
the Company which agree that they are purchasing the paper for investment and not with a view to public
distribution. Any resale by the purchaser must be in an exempt transaction. Section 4(2) paper normally is resold to
other institutional investors through or with the assistance of investment dealers who make a market in the
Section 4(2) paper, thereby providing liquidity. See “Illiquid Securities” below.
U.S. Government Obligations. The Portfolio may purchase U.S. government agency and instrumentality
obligations that are debt securities issued by U.S. government-sponsored enterprises and federal agencies. Some
obligations of agencies and instrumentalities of the U.S. government are supported by the full faith and credit of the
U.S. government or by U.S. Treasury guarantees, such as securities of the GNMA and the Federal Housing
Authority; others, by the ability of the issuer to borrow, provided approval is granted, from the U.S. Treasury, such
as securities of Freddie Mac and others, only by the credit of the agency or instrumentality issuing the obligation,
such as securities of Fannie Mae and the Federal Home Loan Banks. Such guarantees of U.S. government securities
held by a Fund do not, however, guarantee the market value of the shares of the Fund. There is no guarantee that the
U.S. government will continue to provide support to its agencies or instrumentalities in the future. U.S. government
obligations that are not backed by the full faith and credit of the U.S. government are subject to greater risks than
those that are backed by the full faith and credit of the U.S. government. All U.S. government obligations are subject
to interest rate risk.

5

The Portfolio’s net assets may be invested in obligations issued or guaranteed by the U.S. Treasury or the
agencies or instrumentalities of the U.S. government. The maturities of U.S. government securities usually range
from three months to thirty years. Examples of types of U.S. government obligations include U.S. Treasury Bills,
Treasury Notes and Treasury Bonds and the obligations of Federal Home Loan Banks, Federal Farm Credit Banks,
Federal Land Banks, the Federal Housing Administration, Farmers Home Administration, Export-Import Bank of
the United States, Small Business Administration, Federal National Mortgage Association, GNMA, General
Services Administration, Central Bank for Cooperatives, Federal Home Loan Mortgage Corporation, Federal
Intermediate Credit Banks, the Maritime Administration, the Asian-American Development Bank and the InterAmerican Development Bank. U.S. government securities may include inflation-indexed fixed income securities,
such as U.S. Treasury Inflation Protected Securities (“TIPS”). The interest rate of TIPS, which is set at auction,
remains fixed throughout the term of the security and the principal amount of the security is adjusted for inflation.
The inflation-adjusted principal is not paid until maturity.
There is risk that the U.S. Government will not provide financial support to its agencies, authorities,
instrumentalities or sponsored enterprises. A Fund may purchase U.S. Government securities that are not backed by
the full faith and credit of the United States, such as those issued by Fannie Mae and Freddie Mac. The maximum
potential liability of the issuers of some U.S. Government securities held by a Fund may greatly exceed their current
resources, including their legal right to support from the U.S. Treasury. It is possible that these issuers will not have
the funds to meet their payment obligations in the future.
Variable Rate Demand Instruments. The Portfolio may purchase variable rate demand notes, which are
unsecured instruments that permit the indebtedness thereunder to vary and provide for periodic adjustment in the
interest rate. Although the notes are not normally traded and there may be no active secondary market in the notes,
the Portfolio will be able to demand payment of the principal of a note. The notes are not typically rated by credit
rating agencies, but issuers of variable rate demand notes must satisfy the same criteria as issuers of commercial
paper. If an issuer of a variable rate demand note defaulted on its payment obligation, the Portfolio might be unable
to dispose of the note because of the absence of an active secondary market. For this or other reasons, the Portfolio
might suffer a loss to the extent of the default. The Portfolio invests in variable rate demand notes only when the
Portfolio’s investment adviser deems the investment to involve minimal credit risk. The Portfolio’s investment
adviser also monitors the continuing creditworthiness of issuers of such notes to determine whether the Portfolio
should continue to hold such notes.
Variable rate demand instruments held by the Portfolio may have maturities of more than 397 calendar days,
provided: (i) the Portfolio is entitled to the payment of principal at any time, or during specified intervals not
exceeding 397 calendar days, upon giving the prescribed notice (which may not exceed 30 days); and (ii) the rate of
interest on such instruments is adjusted at periodic intervals which may extend up to 397 calendar days. In
determining the average weighted maturity of the Portfolio and whether a variable rate demand instrument has a
remaining maturity of 397 calendar days or less, each long-term instrument will be deemed by the Portfolio to have
a maturity equal to the longer of the period remaining until its next interest rate adjustment or the period remaining
until the principal amount can be recovered through demand. The absence of an active secondary market with
respect to particular variable and floating rate instruments could make it difficult for the Portfolio to dispose of
variable or floating rate notes if the issuer defaulted on its payment obligations or during periods that the Portfolio is
not entitled to exercise its demand right, and the Portfolio could, for these or other reasons, suffer a loss with respect
to such instruments.
When-Issued or Delayed Delivery Securities. The Portfolio may purchase “when-issued” and delayed
delivery securities purchased for delivery beyond the normal settlement date at a stated price and yield. The
Portfolio will generally not pay for such securities or start earning interest on them until they are received. Securities
purchased on a when-issued basis are recorded as an asset at the time the commitment is entered into and are subject
to changes in value prior to delivery based upon changes in the general level of interest rates.
While the Portfolio has such commitments outstanding, the Portfolio will maintain in a segregated account
with the Company’s custodian or a qualified sub-custodian, cash or liquid securities of an amount at least equal to
the purchase price of the securities to be purchased. Normally, the custodian for the Portfolio will set aside portfolio
securities to satisfy a purchase commitment and, in such a case, the Portfolio may be required subsequently to place
additional assets in the separate account in order to ensure that the value of the account remains equal to the amount
of the Portfolio’s commitment. It may be expected that the Portfolio’s net assets will fluctuate to a greater degree
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when it sets aside portfolio securities to cover such purchase commitments than when it sets aside cash. Because the
Portfolio’s liquidity and ability to manage its portfolio might be affected when it sets aside cash or portfolio
securities to cover such purchase commitments, it is expected that commitments to purchase “when-issued”
securities will not exceed 25% of the value of the Portfolio’s total assets absent unusual market conditions. When
the Portfolio engages in when-issued transactions, it relies on the seller to consummate the trade. Failure of the seller
to do so may result in the Portfolio’s incurring a loss or missing an opportunity to obtain a price considered to be
advantageous. The Portfolio does not intend to purchase when-issued securities for speculative purposes but only in
furtherance of its investment objective.
Special Note Regarding Market Events. Events in the financial sector over the past several years have
resulted in reduced liquidity in credit and fixed income markets and in an unusually high degree of volatility in the
financial markets, both domestically and internationally. While entire markets have been impacted, issuers that have
exposure to the real estate, mortgage and credit markets have been particularly affected. These events and the
potential for continuing market turbulence may have an adverse effect on the Portfolio’s investments. It is uncertain
how long these conditions will continue.
The instability in the financial markets has led the U.S. government to take a number of unprecedented actions
designed to support certain financial institutions and certain segments of the financial markets. Federal, state and
foreign governments, regulatory agencies, and self-regulatory organizations may take actions that affect the
regulation of the instruments in which the Portfolio invests, or the issuers of such instruments, in ways that are
unforeseeable. Such legislation or regulation could limit or preclude the Portfolio’s ability to achieve their
investment objectives.
Governments or their agencies may also acquire distressed assets from financial institutions and acquire
ownership interests in those institutions. The implications of government ownership and disposition of these assets
are unclear, and such ownership or disposition may have positive or negative effects on the liquidity, valuation and
performance of the Portfolio’s holdings.
Non-Principal Investment Policies and Risks
Guaranteed Investment Contracts. The Portfolio may make investments in obligations, such as guaranteed
investment contracts and similar funding agreements (collectively, “GICs”), issued by highly rated U.S. insurance
companies. A GIC is a general obligation of the issuing insurance company and not a separate account. The
Portfolio’s investments in GICs are not expected to exceed 5% of its total assets at the time of purchase absent
unusual market conditions. GICs are considered illiquid securities and will be subject to the Portfolio’s 5%
limitation on illiquid investments, unless there is an active and substantial secondary market for the particular
instrument and market quotations are readily available.
Illiquid Securities. The Portfolio may not invest more than 5% of its net assets in illiquid securities including
repurchase agreements that have a maturity of longer than seven days, and including securities that are illiquid by
virtue of the absence of a readily available market or legal or contractual restrictions on resale. Other securities
considered illiquid are time deposits with maturities in excess of seven days, variable rate demand notes with
demand periods in excess of seven days unless the Portfolio’s investment adviser determines that such notes are
readily marketable and could be sold promptly at the prices at which they are valued and GICs. Repurchase
agreements subject to demand are deemed to have a maturity equal to the notice period. Securities that have legal or
contractual restrictions on resale but have a readily available market are not considered illiquid for purposes of this
limitation. The Portfolio’s investment adviser will monitor the liquidity of such restricted securities under the
supervision of the Board of Directors.
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Historically, illiquid securities have included securities subject to contractual or legal restrictions on resale
because they have not been registered under the Securities Act of 1933, as amended (“Securities Act”), securities
which are otherwise not readily marketable and repurchase agreements having a maturity of longer than seven days.
Securities which have not been registered under the Securities Act are referred to as private placements or restricted
securities and are purchased directly from the issuer or in the secondary market. Mutual funds do not typically hold
a significant amount of illiquid securities because of the potential for delays on resale and uncertainty in valuation.
Limitations on resale may have an adverse effect on the marketability of portfolio securities and a mutual fund
might be unable to dispose of restricted or other illiquid securities promptly or at reasonable prices and might
thereby experience difficulty in satisfying redemptions within seven days. A mutual fund might also have to register
such restricted securities in order to dispose of them, resulting in additional expense and delay. Adverse market
conditions could impede such a public offering of securities. Illiquid securities would be more difficult to dispose of
than liquid securities to satisfy redemption requests.
The Portfolio may purchase securities which are not registered under the Securities Act but which may be sold
to “qualified institutional buyers” in accordance with Rule 144A under the Securities Act. These securities will not
be considered illiquid so long as it is determined by the Adviser that an adequate trading market exists for the
securities. This investment practice could have the effect of increasing the level of illiquidity in the Portfolio during
any period that qualified institutional buyers become uninterested in purchasing restricted securities.
The Portfolio’s Adviser will monitor the liquidity of restricted securities in the Portfolio under the supervision
of the Company’s Board of Directors. In reaching liquidity decisions, the investment adviser may consider, among
others, the following factors: (1) the unregistered nature of the security; (2) the frequency of trades and quotes for
the security; (3) the number of dealers wishing to purchase or sell the security and the number of other potential
purchasers; (4) dealer undertakings to make a market in the security; and (5) the nature of the security and the nature
of the marketplace trades (e.g., the time needed to dispose of the security, the method of soliciting offers and the
mechanics of the transfer).
Reverse Repurchase Agreements. The Portfolio may enter into reverse repurchase agreements with respect
to portfolio securities. A reverse repurchase agreement involves a sale by the Portfolio of securities that it holds
concurrently with an agreement by the Portfolio to repurchase them at an agreed upon time, price and rate of
interest. Reverse repurchase agreements involve the risk that the market value of the securities sold by the Portfolio
may decline below the price at which the Portfolio is obligated to repurchase them and the return on the cash
exchanged for the securities. Reverse repurchase agreements are considered to be borrowings under the 1940 Act
and may be entered into only for temporary or emergency purposes. While reverse repurchase transactions are
outstanding, the Portfolio will maintain in a segregated account with the Company’s custodian or a qualified subcustodian, cash or other liquid securities of an amount at least equal to the market value of the securities, plus
accrued interest, subject to the agreement.
Stand-By Commitments. The Portfolio may enter into stand-by commitments with respect to obligations
issued by or on behalf of states, territories, and possessions of the United States, the District of Columbia, and their
political subdivisions, agencies, instrumentalities and authorities (collectively, “Municipal Obligations”) held in its
portfolio. Under a stand-by commitment, a dealer would agree to purchase at the Portfolio’s option a specified
Municipal Obligation at its amortized cost value to the Portfolio plus accrued interest, if any. Stand-by commitments
may be exercisable by the Portfolio at any time before the maturity of the underlying Municipal Obligations and
may be sold, transferred or assigned only with the instruments involved.
The Portfolio expects that stand-by commitments will generally be available without the payment of any direct
or indirect consideration. However, if necessary or advisable, the Portfolio may pay for a stand-by commitment
either in cash or by paying a higher price for portfolio securities which are acquired subject to the commitment (thus
reducing the yield to maturity otherwise available for the same securities). The total amount paid in either manner
for outstanding stand-by commitments held by the Portfolio will not exceed 1/2 of 1% of the value of the Portfolio’s
total assets calculated immediately after each stand-by commitment is acquired.
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The Portfolio intends to enter into stand-by commitments only with dealers, banks and broker-dealers which,
in the investment adviser’s opinion, present minimal credit risks. The Portfolio’s reliance upon the credit of these
dealers, banks and broker-dealers will be secured by the value of the underlying Municipal Obligations that are
subject to the commitment. The acquisition of a stand-by commitment may increase the cost, and thereby reduce the
yield, of the Municipal Obligation to which such commitment relates.
The Portfolio will acquire stand-by commitments solely to facilitate portfolio liquidity and does not intend to
exercise its rights thereunder for trading purposes. The acquisition of a stand-by commitment will not affect the
valuation or assumed maturity of the underlying Municipal Obligation which will continue to be valued in
accordance with the amortized cost method. The actual stand-by commitment will be valued at zero in determining
net asset value (“NAV”). Accordingly, where the Portfolio pays directly or indirectly for a stand-by commitment, its
cost will be reflected as an unrealized loss for the period during which the commitment is held by the Portfolio and
will be reflected in realized gain or loss when the commitment is exercised or expires.
INVESTMENT LIMITATIONS
Fundamental Investment Limitations and Policies
A fundamental limitation or policy of the Portfolio may not be changed with respect to the Portfolio without
the affirmative vote of the holders of a majority of the Portfolio’s outstanding shares (as defined in Section 2(a)
(42) of the 1940 Act). As used in this SAI and in the Prospectus, “shareholder approval” and a “majority of the
outstanding shares” of the Portfolio means, with respect to the approval of an investment advisory agreement, a
distribution plan or a change in a fundamental investment limitation, the lesser of: (1) 67% of the shares of the
Portfolio represented at a meeting at which the holders of more than 50% of the outstanding shares of the Portfolio
are present in person or by proxy; or (2) more than 50% of the outstanding shares of the Portfolio.
The Company’s Board of Directors can change the investment objective of the Portfolio without shareholder
approval. Shareholders will be given notice before any such change is made.
The Portfolio may not:
1.

borrow money, except from banks for temporary purposes and for reverse repurchase agreements and
then in amounts not in excess of 10% of the value of the Portfolio’s total assets at the time of such
borrowing, and only if after such borrowing there is asset coverage of at least 300% for all borrowings
of the Portfolio; or mortgage, pledge, or hypothecate any of its assets except in connection with such
borrowings and then in amounts not in excess of 10% of the value of the Portfolio’s total assets at the
time of such borrowing or purchase portfolio securities while borrowings are in excess of 5% of the
Portfolio’s net assets. (This borrowing provision is not for investment leverage, but solely to facilitate
management of the Portfolio’s securities by enabling the Portfolio to meet redemption requests where
the liquidation of portfolio securities is deemed to be disadvantageous or inconvenient.);

2.

purchase securities on margin, except for short-term credit necessary for clearance of portfolio
transactions;

3.

underwrite securities of other issuers, except to the extent that, in connection with the disposition of
portfolio securities, the Portfolio may be deemed an underwriter under federal securities laws and
except to the extent that the purchase of Municipal Obligations directly from the issuer thereof in
accordance with the Portfolio’s investment objective, policies and limitations may be deemed to be an
underwriting;

4.

make short sales of securities or maintain a short position or write or sell puts, calls, straddles, spreads
or combinations thereof;

5.

purchase or sell real estate, provided that the Portfolio may invest in securities secured by real estate or
interests therein or issued by companies which invest in real estate or interests therein;

6.

purchase or sell commodities or commodity contracts;

7.

invest in oil, gas or mineral exploration or development programs;

8.

make loans except that the Portfolio may purchase or hold debt obligations in accordance with its
investment objective, policies and limitations and may enter into repurchase agreements;
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9.

purchase any securities issued by any other investment company except in connection with the merger,
consolidation, acquisition or reorganization of all the securities or assets of such an issuer;

10.

make investments for the purpose of exercising control or management;

11.

purchase securities of any one issuer, other than securities issued or guaranteed by the U.S. government
or its agencies or instrumentalities, if immediately after and as a result of such purchase more than 5%
of the Portfolio’s total assets would be invested in the securities of such issuer, or more than 10% of the
outstanding voting securities of such issuer would be owned by the Portfolio, except that up to 25% of
the value of the Portfolio’s assets may be invested without regard to this 5% limitation;

12.

purchase any securities other than money market instruments, some of which may be subject to
repurchase agreements, but the Portfolio may make interest-bearing savings deposits in amounts not in
excess of 5% of the value of the Portfolio’s assets and may make time deposits;

13. * purchase any securities which would cause, at the time of purchase, less than 25% of the value of the
total assets of the Portfolio to be invested in the obligations of issuers in the banking industry, or in
obligations, such as repurchase agreements, secured by such obligations (unless the Portfolio is in a
temporary defensive position) or which would cause, at the time of purchase, more than 25% of the
value of its total assets to be invested in the obligations of issuers in any other industry;
14.

invest more than 5% of its total assets (taken at the time of purchase) in securities of issuers (including
their predecessors) with less than three years of continuous operations; and

15.

issue any class of senior security or to sell any senior security of which it is the issuer, as defined in
Section 18(f) of the 1940 Act, except to the extent permitted by the 1940 Act.

*

With respect to this limitation, the Portfolio will consider wholly-owned finance companies to be in the
industries of their parents if their activities are primarily related to financing the activities of the
parents, and will divide utility companies according to their services. For example, gas, gas
transmission, electric and gas, electric and telephone will each be considered a separate industry. The
policy and practices stated in this paragraph may be changed without shareholder approval, however,
any change would be subject to any applicable requirements of the SEC and would be disclosed in the
Prospectus prior to being made.

Non-Fundamental Investment Limitations and Policies
A non-fundamental investment limitation or policy may be changed by the Board of Directors without
shareholder approval. However, shareholders will be notified of any changes to any of the following limitations or
policies.
So long as it values its portfolio securities on the basis of the amortized cost method of valuation pursuant to
Rule 2a-7 under the 1940 Act, the Portfolio will, subject to certain exceptions, limit its purchases of:
1.

The securities of any one issuer, other than issuers of U.S. government securities, to 5% of its total
assets, except that the Portfolio may invest more than 5% of its total assets in First Tier Securities of one
issuer for a period of up to three business days. “First Tier Securities” include eligible securities that:
(i)

if rated by more than one NRSRO (as defined in the Prospectus), are rated (at the time of
purchase) by two or more NRSROs in the highest rating category for such securities;

(ii)

if rated by only one NRSRO, are rated by such NRSRO in its highest rating category for such
securities;

(iii) have no short-term rating and are comparable in priority and security to a class of short-term
obligations of the issuer of such securities that have been rated in accordance with (i) or
(ii) above; or
(iv)

are Unrated Securities that are determined to be of comparable quality to such securities.

2.

Second Tier Securities (which are eligible securities other than First Tier Securities) to 3% of its total
assets; and

3.

Second Tier Securities of one issuer to one-half of one percent.
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In addition, so long as it values its portfolio securities on the basis of the amortized cost method of valuation
pursuant to Rule 2a-7 under the 1940 Act, the Portfolio will not purchase any Guarantees or Demand Features (as
defined in Rule 2a-7) if, after the acquisition of the Guarantees or Demand Features, the Portfolio has more than
10% of its total assets invested in instruments issued by or subject to Guarantees or Demand Features from the same
institution, except that the foregoing condition shall only be applicable with respect to 75% of the Portfolio’s total
assets.
DISCLOSURE OF PORTFOLIO HOLDINGS
The Company has adopted, on behalf of the Portfolio, a policy relating to the disclosure of the Portfolio’s
securities holdings to ensure that disclosure of information about portfolio holdings is in the best interests of
Portfolio shareholders. The policies relating to the disclosure of the Portfolio’s securities holdings are designed to
allow disclosure of portfolio holdings information where necessary to the Portfolio’s operation without
compromising the integrity or performance of the Portfolio. It is the policy of the Company that disclosure of the
Portfolio’s holdings to a select person or persons prior to the release of such holdings to the public (“selective
disclosure”) is prohibited, unless there are legitimate business purposes for selective disclosure.
The Company discloses portfolio holdings information as required in regulatory filings and shareholder
reports, discloses portfolio holdings information as required by federal and state securities laws and may disclose
portfolio holdings information in response to requests by governmental authorities. As required by the federal
securities laws, including the 1940 Act, the Company will disclose the Portfolio’s holdings in applicable regulatory
filings, including shareholder reports, reports on Form N-CSR, Form N-Q and Form N-MFP or such other filings,
reports or disclosure documents as the applicable regulatory authorities may require. Month-end schedules of
investments are available at www.rbbfund.com as required by Rule 2a-7 under the 1940 Act.
The Company may distribute or authorize the distribution of information about portfolio holdings that is not
publicly available to its third-party service providers on an ongoing basis to the extent and at such times as are
necessary for such entities to provide services to the Company. The Company’s third party service providers include
The Bank of New York Mellon, the custodian; BNY Mellon Investment Servicing (US) Inc. (“BNY Mellon”), the
administrator, accounting agent and transfer agent; PricewaterhouseCoopers LLP, the Portfolio’s independent
registered public accounting firm; Drinker Biddle & Reath LLP, legal counsel; Merrill Corporation, the financial
printer; and RiskMetrics Group, (formerly known as Institutional Shareholder Services Inc.) the Fund’s proxy voting
service. These service providers are required to keep such information confidential, and are prohibited from trading
based on the information or otherwise using the information except as necessary in providing services to the
Portfolio. Such holdings are released on conditions of confidentiality, which include appropriate trading
prohibitions. “Conditions of confidentiality” include confidentiality terms included in written agreements, implied
by the nature of the relationship (e.g. attorney-client relationship), or required by fiduciary or regulatory principles
(e.g., custody services provided by financial institutions). Portfolio holdings may also be provided earlier to
shareholders and their agents who receive redemptions in kind that reflect a pro rata allocation of all securities held
in the Portfolio.
Portfolio holdings may also be disclosed, upon authorization by a designated officer of the Adviser, (i) to
certain independent reporting agencies recognized by the SEC as acceptable agencies for the reporting of industry
statistical information, and (ii) to financial consultants to assist them in determining the suitability of the Portfolio as
an investment for their clients, in each case in accordance with the anti-fraud provisions of the federal securities
laws and the Company’s and the Adviser’s fiduciary duties to Portfolio shareholders. With respect to the Portfolio,
the Company discloses information as to (i) percentage allocation of portfolio holdings by security type to
iMoneyNet on a weekly basis with no lag-time and (ii) the dollar value allocation of portfolio holdings by security
type to the Investment Company Institute monthly with no lag-time. Disclosures to financial consultants are also
subject to a confidentiality agreement and/or trading restrictions as well as a 15-day time lag. The foregoing
disclosures are made pursuant to the Company’s policy on selective disclosure of portfolio holdings. The Board of
Directors of the Company or a committee thereof may, in limited circumstances, permit other selective disclosure of
portfolio holdings subject to a confidentiality agreement and/or trading restrictions. Portfolio holdings may also be
provided earlier to shareholders and their agents who receive redemptions in kind that reflect a pro rata allocation of
all securities held in the Portfolio.
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The Adviser reserves the right to refuse to fulfill any request for portfolio holdings information from a
shareholder or non-shareholder if it believes that providing such information will be contrary to the best interests of
the Portfolio.
In addition to the permitted disclosures of portfolio holdings described in this SAI, portfolio holdings of the
Portfolio may be disclosed in such other limited circumstances as the Company’s Board of Directors or a committee
thereof deems appropriate, subject to a confidentiality agreement and/or trading restrictions. In this way, the Board
endeavors to ensure that disclosure of portfolio holdings is in the best interests of the Portfolio’s shareholders and
that any conflicts of interest are avoided.
Any violations of the policy set forth above as well as any corrective action undertaken to address such
violations must be reported by the Adviser, director, officer or third party service provider to the Company’s Chief
Compliance Officer who will determine whether the violation should be reported immediately to the Board of
Directors of the Company or at its next quarterly Board meeting.

MANAGEMENT OF THE COMPANY
The business and affairs of the Company are managed under the oversight of the Company’s Board of
Directors (the “Board”), subject to the laws of the State of Maryland and the Company’s Charter. The Directors are
responsible for deciding matters of overall policy and overseeing the actions of the Company’s service providers.
The officers of the Company conduct and supervise the Company’s daily business operations.
Directors who are not deemed to be “interested persons” of the Company as defined in the Investment
Company Act of 1940, as amended (the “1940 Act”), are referred to as “Independent Directors.” Directors who are
deemed to be “interested persons” of the Company are referred to as “Interested Directors.” The Board is currently
composed of six Independent Directors and two Interested Directors. The Board has selected Arnold M. Reichman,
an Independent Director, to act as Chairman. Mr. Reichman’s duties include presiding at meetings of the Board and
interfacing with management to address significant issues that may arise between regularly scheduled Board and
Committee meetings. In the performance of his duties, Mr. Reichman will consult with the other Independent
Directors and the Company’s officers and legal counsel, as appropriate. The Chairman may perform other functions
as requested by the Board from time to time.
The Board meets as often as necessary to discharge its responsibilities. Currently, the Board conducts
regular, in-person meetings at least four times a year, and holds special in-person or telephonic meetings as
necessary to address specific issues that require attention prior to the next regularly scheduled meeting. The Board
also relies on professionals, such as the Company’s independent registered public accounting firms and legal
counsel, to assist the Directors in performing their oversight responsibilities.
The Board has established five standing committees – Audit, Product Development, Executive, Nominating
and Governance, and Regulatory Oversight Committees. The Board may establish other committees, or nominate
one or more Directors to examine particular issues related to the Board’s oversight responsibilities, from time to
time. Each Committee meets periodically to perform its delegated oversight functions and reports its findings and
recommendations to the Board. For more information on the Committees, see the section “Standing Board
Committees,” below.
The Board has determined that the Company’s leadership structure is appropriate because it allows the
Board to effectively perform its oversight responsibilities.
Directors and Executive Officers
The Directors and executive officers of the Company, their dates of birth, business addresses and principal
occupations during the past five years are set forth below.
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Name, Address, and
Date of Birth

Position(s)
Held with
Fund

Term of Office
and
Length of Time
Served1

Principal Occupation(s)
During Past 5 Years
INDEPENDENT DIRECTORS

Number of
Portfolios in
Fund Complex
Overseen by
Director*

Julian A. Brodsky
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 7/33

Director

1988 to present

Director and Vice Chairman,
Comcast Corporation (cable
television and communications)
from 1969 to 2011.

J. Richard Carnall
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 9/38

Director

2002 to present

Director of Haydon Bolts, Inc.
(bolt manufacturer) and Parkway
Real Estate Company (subsidiary
of Haydon Bolts, Inc.) since
1984; and Director of
Cornerstone Bank since March
2004.

17

None

Gregory P. Chandler
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 12/66

Director

2012 to present

Since May 2009, Chief Financial
Officer, Emtec, Inc. (information
technology consulting/services);
from February 2003-April 2009,
Managing Director, head of
Business Services and IT
Services Practice, Janney
Montgomery Scott LLC
(investment banking/brokerage).

17

Emtec, Inc.; FS
Investment Corporation
(business development
company); FS Energy and
Power Fund (business
development company).

Nicholas A. Giordano
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 3/43

Director

2006 to present

Consultant, financial services
organizations from 1997 to
present.

17

Arnold M. Reichman
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 5/48

Chairman

2005 to present

Co-Founder and Chief Executive
Officer, Lifebooker, LLC, from
2006 to present.

17

Director

1991 to present

Director

2006 to present

Since 2009, Administrative Law
Judge, New York City; from
1980 to present, Founding
Partner, Straniere Law Group;
from 2006 to 2008, President,
The New York City Hot Dog
Company.

17

Robert A. Straniere
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 3/41
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17

Other Directorships
Held by Director

AMDOCS Limited (service
provider to
telecommunications
companies)

Kalmar Pooled Investment
Trust; (registered
investment company);
Wilmington Funds
(registered investment
company); WT Mutual
Fund (registered
investment company)
(until March 2012)

None

Reich and Tang Group
(asset management); The
SPARX Asia Funds
Group (registered
investment company)
(until 2009)

Name, Address, and
Date of Birth

Position(s)
Held with
Fund

Term of Office
and
Length of Time
Served1

Principal Occupation(s)
During Past 5 Years

Number of
Portfolios in
Fund Complex
Overseen by
Director*

Other Directorships
Held by Director

INTERESTED DIRECTORS2
Jay F. Nusblatt
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 4/61

Director

2012 to present

Since July 2010, Head of U.S.
Fund Accounting and
Administration, BNY Mellon
Asset Servicing; from 2006 to
July 2010, Senior Vice President,
Fund Accounting and
Administration, PNC Global
Investment Servicing.

Robert Sablowsky
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 4/38

Director

1991 to present

Since July 2002, Senior Vice
President and prior thereto,
Executive Vice President, of
Oppenheimer & Co., Inc. (a
registered broker-dealer).

17

None

17

Kensington Funds
(registered investment
company) (until 2009)

President, Vigilant Compliance
Services since 2004; and
Director of Energy Income
Partnership since 2005.

N/A

N/A

OFFICERS
Salvatore Faia, JD,
CPA, CFE
Vigilant Compliance
Services
Brandywine Two
5 Christy Drive, Suite 209
Chadds Ford, PA 19317
DOB: 12/62

President
and Chief
Compliance
Officer

President 2009
to present
and Chief
Compliance
Officer 2004 to
present

Joel Weiss
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 1/63

Treasurer

2009 to present

Since 1993 Vice President and
Managing Director, BNY Mellon
Investment Servicing (US) Inc.
(financial services company)

N/A

N/A

Jennifer Rogers
301 Bellevue Parkway
Wilmington, DE 19809
DOB: 7/74

Secretary

2007 to present

Since 2005, Managing Director
and Senior Counsel, BNY
Mellon Investment Servicing
(US) Inc. (financial services
company).

N/A

N/A

James G. Shaw
103 Bellevue Parkway
Wilmington, DE 19809
DOB: 10/60

Assistant
Treasurer

2005 to present

Since 1995, Vice President of
BNY Mellon Investment
Servicing (US) Inc. (financial
services company)

N/A

N/A
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Name, Address, and
Date of Birth
Michael P. Malloy
One Logan Square,
Ste. 2000
Philadelphia, PA 19103
DOB: 7/59

Position(s)
Held with
Fund
Assistant
Secretary

Term of Office
and
Length of Time
Served1
1999 to present

Principal Occupation(s)
During Past 5 Years
Since 1993, Partner, Drinker
Biddle & Reath LLP (law firm)

Number of
Portfolios in
Fund Complex
Overseen by
Director*
N/A

Other Directorships
Held by Director
N/A

* Each Director oversees seventeen portfolios of the Company that are currently offered for sale.
1. Subject to the Company’s Retirement Policy, each Director may continue to serve as a Director until the last day of the
calendar year in which the applicable Director attains age 75 or until his successor is elected and qualified or his death,
resignation or removal. The Board reserves the right to waive the requirements of the Policy with respect to an individual
Director. The Board has approved a waiver of the policy with respect to Mr. Brodsky. Each officer holds office at the
pleasure of the Board of Directors until the next special meeting of the Company or until his or her successor is duly elected
and qualified, or until he or she dies, resigns or is removed.
2. Messrs. Sablowsky and Nusblatt are considered “interested persons” of the Company as that term is defined in the 1940 Act
and are referred to as “Interested Directors.” Mr. Sablowsky is considered an “Interested Director” of the Company by
virtue of his position as a senior officer of Oppenheimer & Co., Inc., a registered broker-dealer. Mr. Nusblatt is considered
an “Interested Director” of the Company by virtue of his position as the Head of U.S. Fund Accounting and Administration
at BNY Mellon Asset Servicing, administrator and accounting agent and transfer agent to the Company.
Director Experience, Qualifications, Attributes and/or Skills
The information above includes each Director’s principal occupations during the last five years. Each
Director possesses extensive additional experience, skills and attributes relevant to his qualifications to serve as a
Director. The cumulative background of each Director led to the conclusion that each Director should serve as a
Director of the Company. Mr. Giordano has years of experience as a consultant to financial services organizations
and also serves on the boards of other registered investment companies. Mr. Reichman brings decades of investment
management experience to the Board, in addition to senior executive-level management experience. Mr. Straniere
has been a practicing attorney for over 30 years and also serves on the boards of an asset management company and
another registered investment company. Mr. Brodsky has over 40 years of senior executive level management
experience in the cable television and communications industry. Mr. Sablowsky has demonstrated leadership and
management abilities as evidenced by his senior executive level positions in the financial services industry. Mr.
Nusblatt has demonstrated leadership and management abilities as evidenced by his senior executive level positions
in the financial services industry. Mr. Carnall has decades of senior executive-level management experience in the
banking and financial services industry and also serves on the boards of various corporations and a bank. Mr.
Chandler has demonstrated leadership and management abilities as evidenced by his senior executive level positions
in the investment technology consulting/services and investment banking/brokerage industries, and also serves on
various boards.
Standing Committees
The responsibilities of each Committee of the Board and its members are described below.
Audit Committee. The Board has an Audit Committee comprised of three Independent Directors. The
current members of the Audit Committee are Messrs. Brodsky, Giordano and Chandler. The Audit Committee,
among other things, reviews results of the annual audit and approves the firm(s) to serve as independent auditors.
The Audit Committee convened four times during the fiscal year ended August 31, 2012.
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Executive Committee. The Board has an Executive Committee comprised of one Interested Director and
three Independent Directors. The current members of the Executive Committee are Messrs. Giordano,
Reichman,Sablowsky and Chandler. The Executive Committee may generally carry on and manage the business of
the Company when the Board of Directors is not in session. The Executive Committee did not meet during the fiscal
year ended August 31, 2012.
Nominating and Governance Committee. The Board has a Nominating and Governance Committee
comprised only of Independent Directors. The current members of the Nominating and Governance Committee are
Messrs. Carnall, Giordano, and Reichman. The Nominating and Governance Committee recommends to the Board
of Directors all persons to be nominated as Directors of the Company. The Nominating and Governance Committee
will consider nominees recommended by shareholders. Recommendations should be submitted to the Committee
care of the Company’s Secretary. The Nominating and Governance Committee convened three times during the
fiscal year ended August 31, 2012.
Regulatory Oversight Committee. The Board has a Regulatory Oversight Committee comprised of two
Interested Director and three Independent Directors. The current members of the Regulatory Oversight Committee
are Messrs. Carnall, Reichman, Sablowsky, Straniere and Nusblatt. The Regulatory Oversight Committee monitors
regulatory developments in the mutual fund industry and focuses on various regulatory aspects of the operation of
the Company. The Regulatory Oversight Committee convened four times during the fiscal year ended August 31,
2012.
Product Development Committee. The Board has a Product Development Committee comprised of two
Interested Directors and one Independent Director. The current members of the Product Development Committee
are Messrs. Reichman, Sablowsky and Nusblatt. The Product Development Committee oversees the process
regarding the addition of new investment advisers and investment products to the Company and evaluates the
Company’s current investment advisers and investment products. The Product Development Committee is new and
did not meet during the fiscal year ended August 31, 2012.
Risk Oversight
The Board of Directors performs its risk oversight function for the Company through a combination of
(1) direct oversight by the Board as a whole and Board committees and (2) indirect oversight through the Company’s
investment advisers and other service providers, Company officers and the Company’s Chief Compliance Officer.
The Company is subject to a number of risks, including but not limited to investment risk, compliance risk,
operational risk, reputational risk, credit risk and counterparty risk. Day-to-day risk management with respect to the
Company is the responsibility of the Company’s investment advisers or other service providers (depending on the
nature of the risk) that carry out the Company’s investment management and business affairs. Each of the investment
advisers and the other service providers have their own independent interest in risk management and their policies and
methods of risk management will depend on their functions and business models and may differ from the Company’s
and each other’s in the setting of priorities, the resources available or the effectiveness of relevant controls.
The Board provides risk oversight by receiving and reviewing on a regular basis reports from the Company’s
investment advisers or other service providers, receiving and approving compliance policies and procedures, periodic
meetings with the Company’s portfolio managers to review investment policies, strategies and risks, and meeting
regularly with the Company’s Chief Compliance Officer to discuss compliance reports, findings and issues. The
Board also relies on the Company’s investment advisers and other service providers, with respect to the day-to-day
activities of the Company, to create and maintain procedures and controls to minimize risk and the likelihood of
adverse effects on the Company’s business and reputation.
Board oversight of risk management is also provided by various Board Committees. For example, the Audit
Committee meets with the Company’s independent registered public accounting firms to ensure that the Company’s
respective audit scopes include risk-based considerations as to the Company’s financial position and operations.
The Board may, at any time and in its discretion, change the manner in which it conducts risk oversight. The
Board’s oversight role does not make the Board a guarantor of the Company’s investments or activities.
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Director Ownership of Shares of the Company
The following table sets forth the dollar range of equity securities beneficially owned by each Director in the
Portfolio and in all of the portfolios (which for each Director comprise all registered investment companies within
the Company’s family of investment companies overseen by him), as of December 31, 2011.

Name of Director

Dollar Range of
Equity Securities in the Portfolio

Aggregate Dollar Range of
Equity Securities in All
Registered Investment Companies
Overseen by Director within the
Family of Investment Companies

INDEPENDENT DIRECTORS
Julian A. Brodsky

None

Over $100,000

J. Richard Carnall

None

$10,001-$50,000

Gregory P. Chandler

None

None

Nicholas A. Giordano

None

$10,001-$50,000

Arnold M. Reichman

None

Over $100,000

Robert A. Straniere

None

$1-$10,000

INTERESTED DIRECTORS
Jay F. Nuslbatt

None

None

Robert Sablowsky

None

Over $100,000

Directors’ and Officers’ Compensation
Effective January 1, 2012, the Company pays each Director a retainer at the rate of $27,500 annually, $3,500
for each regular meeting of the Board of Directors, $2,000 for each committee meeting or special meeting of the
Board of Directors attended in-person and $1,000 for each committee meeting or special meeting of the Board of
Directors and Committee meeting attended telephonically. From February 1, 2010 to December 31, 2011, the
Company paid each Director a retainer at the rate of $17,500 annually, $3,500 for each regular meeting of the Board
of Directors, $1,500 for each committee meeting or special meeting of the Board of Directors attended in person and
$1,000 for each committee meeting or special meeting of the Board of Directors and Committee meeting attended
telephonically. The Chairman of the Board receives an additional fee of $17,500 per year for his services in this
capacity, and each Chairman of the Audit Committee, Nominating and Governance Committee and Regulatory
Oversight Committee receives an additional fee of $4,000 per year for his services. From February 2, 2010 to
December 31, 2011, The Chairman of the Board received an additional fee of $12,000 per year for his services in
this capacity.
Directors are reimbursed for any reasonable out-of-pocket expenses incurred in attending meetings of the
Board of Directors or any committee thereof. The Company also compensates its President and Chief Compliance
Officer for his services to the Company. For the fiscal year ended August 31, 2012, each of the following members
of the Board of Directors and the President and Chief Compliance Officer received compensation from the Portfolio
in the following amounts:
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Name of Director/Officer
FISCAL YEAR ENDED AUGUST 31, 2012
Independent Directors:
Julian A. Brodsky, Director
J. Richard Carnall, Director
Gregory P. Chandler, Director*
Nicholas A. Giordano, Director
Francis J. McKay, Director**
Arnold M. Reichman, Director and Chairman
Marvin E. Sternberg, Director***
Robert A. Straniere, Director
Interested Directors:
Jay F. Nusblatt, Director*
Robert Sablowsky, Director
Officers:
Salvatore Faia, Esquire, CPA
Chief Compliance Officer and President
*
**
***

Aggregate
Compensation
from Fund

Total
Compensation
Pension or
From Fund and
Estimated
Retirement
Fund Complex
Annual
Benefits Accrued
Paid to
as Part of Fund Benefits Upon
Directors
Retirement
Expenses
or Officers

$5,672.87
$5,986.12
$623.65
$6,866.02
$2,837.19

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

$46,000.00
$48,000.00
$ 6,875.00
$55,000.00
$18,375.00

$7,770.33
$1,591.99
$5,669.24

N/A
N/A
N/A

N/A
N/A
N/A

$68,125.00
$11,375.00
$46,000.00

$
0
$6,031.26

N/A
N/A

N/A
N/A

$
0
$50,000.00

$31,573.41

N/A

N/A

$339,996.00

Messrs. Chandler and Nusblatt were elected to the Board of Trustees on June 19, 2012 and, therefore, the compensation reflected is for the period
June 19, 2012 through August 31, 2012.
Mr. McKay died on December 17, 2011.
Mr. Sternberg died on October 29, 2011.

As of December 31, 2011, the Independent Directors and their respective immediate family members (spouse
or dependent children) did not own beneficially or of record any securities of the Company’s investment advisers or
distributor, or of any person directly or indirectly controlling, controlled by, or under common control with the
investment advisers or distributor.
On October 24, 1990, the Company adopted, as a participating employer, the Fund Office Retirement ProfitSharing Plan and Trust Agreement, a retirement plan for employees, pursuant to which the Company will contribute
on a quarterly basis amounts equal to 10% of the quarterly compensation of each eligible employee. Edward J.
Roach, who served as President and Treasurer until June 1, 2009, has been the only employee who has participated
in the Fund Office Retirement Profit-Sharing Plan and Trust Agreement. No officer, director or employee of the
Adviser or the distributor currently receives any compensation from the Company.
CODE OF ETHICS
The Company and Foreside Funds Distributors, LLC, formerly known as BNY Mellon Distributors Inc.
(“Foreside Distributors”) have each adopted a code of ethics under Rule 17j-1 of the 1940 Act that permits
personnel subject to the codes to invest in securities, including securities that may be purchased or held by the
Company.
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PROXY VOTING
The Board of Directors has delegated the responsibility of voting proxies with respect to the portfolio
securities purchased and/or held by the Portfolio to the Adviser, subject to the Board’s continuing oversight. In
exercising its voting obligations, the Adviser is guided by its general fiduciary duty to act prudently and in the
interest of the Portfolio. The Adviser will consider factors affecting the value of the Portfolio’s investments and the
rights of shareholders in its determination on voting portfolio securities.
The Adviser votes proxies according to proxy voting guidelines it has adopted in a manner most likely to
protect and promote the economic value of the securities held by the Portfolio. The Adviser’s focus is on the board
of directors, as the agents of shareholders, who should set the company’s strategic aims within a framework of
prudent and effective controls which enable risk to be assessed and managed. The Adviser manages most conflict
situations (i.e., proxies from vendors and clients) through the structural separation of a separately-established
internal committee that handles corporate governance issues. For proxies issued by affiliates of the Adviser or
proxies of companies where an employee of the Adviser or one of its affiliates is on the Board of Directors of the
issuer, the Adviser manages such conflicts by out-sourcing the voting of such proxies to an independent fiduciary.
Information regarding how the Portfolio voted proxies relating to underlying portfolio securities for the most
recent 12-month period ended June 30 is available, without charge, upon request, by calling 1-800-888-9723 and by
visiting the SEC’s website at www.sec.gov.
CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES
As of November 30, 2012, the Directors and officers as a group owned 4.47%of the Schneider Value Fund,
1.08% of the Schneider Small Cap Value Fund and less than 1% of the outstanding shares of each portfolio and class
within the Company.
INVESTMENT ADVISORY AND OTHER SERVICES
Investment Advisory and Administration Agreement
The Advisory and Administration Agreement provides for a maximum fee paid to BALLC, computed daily
and payable monthly, at the annual rate of 0.45% of the first $250 million of average daily net assets, 0.40% of the
next $250 million of average daily net assets and 0.35% of average daily net assets in excess of $500 million. As
described in the Prospectus, the Adviser has contractually agreed to waive and/or reimburse fees and/or expenses in
order to limit the Portfolio’s Total Annual Portfolio Operating Expenses After Fee Waivers and/or Expense
Reimbursements (excluding certain Portfolio expenses) to 0.25%. The following expenses are excluded from the
contractual limitation: (i) interest, taxes, dividends tied to short sales, brokerage commissions, and other
expenditures which are capitalized in accordance with generally accepted accounting principles; (ii) expenses
incurred directly or indirectly by the Portfolio as a result of investments in other investment companies and pooled
investment vehicles; (iii) other expenses attributable to, and incurred as a result of, the Portfolio's investments; (iv)
Distribution and Servicing (12b-1) Fees; and (v) other extraordinary expenses (including litigation expenses) not
incurred in the ordinary course of the Portfolio's business, if any) of the Bedford Shares of the Portfolio. Because
distribution and service (12b-1) fees and certain other Portfolio expenses are excluded from the contractual
limitation net Total Annual Portfolio Operating Expenses are expected to exceed the contractual limitation. This
contractual limitation is in effect through December 31, 2013 and may not be terminated without the approval of the
Board of Directors of The RBB Fund, Inc. The Adviser may terminate this arrangement at any time after December
31, 2013.
For the past three fiscal years, the Company on behalf of the Portfolio paid advisory fees to BALLC and/or
BIMC (excluding fees for administrative services) as follows:
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Fiscal Year Ended

Fees Paid
(After waivers and
reimbursements)

August 31, 2012
August 31, 2011
August 31, 2010

$431,217
$ 445,902
$ 370,981

Waivers

$1,936,524
$1,825,700
$1,795,569

Reimbursements

$0
$0
$0

The Portfolio bears all of its own expenses not specifically assumed by BALLC. General expenses of the
Company not readily identifiable as belonging to a portfolio of the Company are allocated among all investment
portfolios by or under the direction of the Company’s Board of Directors in such manner as it deems to be fair and
equitable. Expenses borne by a portfolio include, but are not limited to the expenses listed in the prospectus and the
following (or a portfolio’s share of the following): (a) the cost (including brokerage commissions) of securities
purchased or sold by a portfolio and any losses incurred in connection therewith; (b) fees payable to and expenses
incurred on behalf of a portfolio by BALLC; (c) any costs, expenses or losses arising out of a liability of or claim for
damages or other relief asserted against the Company or a portfolio for violation of any law; (d) any extraordinary
expenses; (e) fees, voluntary assessments and other expenses incurred in connection with membership in investment
company organizations; (f) the cost of investment company literature and other publications provided by the
Company to its directors and officers; (g) organizational costs; (h) fees paid to the investment adviser and BNY
Mellon; (i) fees and expenses of officers and directors who are not affiliated with the Portfolio’s investment adviser
or underwriter; (j) taxes; (k) interest; (l) legal fees; (m) custodian fees; (n) auditing fees; (o) brokerage fees and
commissions; (p) certain of the fees and expenses of registering and qualifying the portfolio and its shares for
distribution under federal and state securities laws; (q) expenses of preparing prospectuses and statements of
additional information and distributing annually to existing shareholders that are not attributable to a particular class
of shares of the Company; (r) the expense of reports to shareholders, shareholders’ meetings and proxy solicitations
that are not attributable to a particular class of shares of the Company; (s) fidelity bond and directors’ and officers’
liability insurance premiums; (t) the expense of using independent pricing services; and (u) other expenses which are
not expressly assumed by the portfolio’s investment adviser under its advisory agreement with the portfolio. The
Bedford Class of the Company pays its own distribution fees, and may pay a different share than other classes of the
Company (excluding advisory and custodial fees) if those expenses are actually incurred in a different amount by the
Bedford Class or if it receives different services.
Under the Advisory Agreement, BALLC will not be liable for any error of judgment or mistake of law or for
any loss suffered by the Company or the Portfolio in connection with the performance of the Advisory Agreement,
except a loss resulting from a breach of fiduciary duty with respect to the receipt of compensation for services or a
loss resulting from willful misfeasance, bad faith or gross negligence on the part of BALLC in the performance of
its duties or from reckless disregard of its duties and obligations thereunder.
The Advisory Agreement provides that: (i) to the extent permitted by applicable law, BALLC may enter into
contracts with one or more sub-advisers, including without limitation, affiliates of BALLC, to perform investment
sub-advisory services with respect to the Portfolio, subject to approval by the Company’s Board of Directors but not
the approval by a vote of the outstanding voting securities of the Portfolio; (ii) to the extent permitted by applicable
law, BALLC may reallocate all or a portion of its investment advisory responsibilities under the Advisory
Agreement to any of its affiliates; (iii) BALLC is required to supervise and oversee the activities of each sub-adviser
under its sub-advisory contract; and (iv) to the extent permitted by applicable law and subject to approval by the
Company’s Board of Directors, BALLC may terminate any or all sub-advisers in its sole discretion at any time.
Disclosure relating to the material factors and the conclusions with respect to those factors that formed the
basis for the Board of Directors’ approval of the Portfolio’s Advisory Agreement may be reviewed in the Portfolio’s
annual report to shareholders dated August 31, 2012, which may be obtained by calling (800) 888-9723 or visiting
the SEC’s website at www.sec.gov.
Administration Agreement
Under the Advisory Agreement, BALLC is obligated to render administrative services to the Portfolio.
BALLC, pursuant to the terms of a Delegation Agreement with BNY Mellon, dated December 15, 2006, has
delegated to BNY Mellon its administrative responsibilities with respect to the Portfolio.
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For the past three fiscal years, BNY Mellon was paid administration fees as follows:

Fiscal Year Ended

Fees Paid
(After waivers and
reimbursements)

August 31, 2012
August 31, 2011
August 31, 2010

$ 522,695
$ 704,496
$ 372,510

Waivers

$0
$0
$0

Reimbursements

$0
$0
$0

On June 1, 2003, the Company entered into a regulatory administration services agreement with BNY Mellon.
Under this agreement, BNY Mellon has agreed to provide regulatory administration services to the Company. These
services include the preparation and coordination of the Company’s annual post-effective amendment filing and
supplements to the Company’s registration statement, the preparation and assembly of board meeting materials, and
certain other services necessary to the Company’s regulatory administration. BNY Mellon receives an annual fee
based on the average daily net assets of the portfolios of the Company. For the fiscal year ended August 31, 2012,
BNY Mellon received $61,101, for the fiscal year ended August 31. 2011, BNY Mellon received $62,735, and for
the fiscal year ended August 31, 2010, BNY Mellon received $56,790 in fees from the Portfolio for these services.
Custodian and Transfer Agency Agreements
The Bank of New York Mellon, One Wall Street, New York, NY 10286 (the “Custodian”), is custodian of the
Company’s assets pursuant to a custodian agreement dated July 18, 2011, (the “Custodian Agreement”). Under the
Custodian Agreement, the Custodian : (a) maintains a separate account or accounts in the name of the Portfolio;
(b) holds and transfers portfolio securities on account of the Portfolio; (c) accepts receipts and makes disbursements
of money on behalf of the Portfolio; (d) collects and receives all income and other payments and distributions on
account of the Portfolio’s portfolio securities; and (e) makes periodic reports to the Company’s Board of Directors
concerning the Portfolio’s operations. The Custodian is authorized to select one or more banks or trust companies to
serve as sub-custodian on behalf of the Company, provided that the Custodian remains responsible for the
performance of all its duties under the Custodian Agreement and holds the Company harmless from the acts and
omissions of any sub-custodian. The Portfolio has made arrangements with BNY Mellon Investment Servicing Trust
Company to serve as custodian for Individual Retirement Accounts (“IRAs”). For its services to the Company
under the Custodian Agreement, the Custodian receives a fee which is calculated based upon the Portfolio’s average
daily gross assets as follows: $0.25 per $1,000 on the first $50 million of average daily gross assets; $0.20 per
$1,000 on the next $50 million of average daily gross assets; and $0.15 per $1,000 on average daily gross assets
over $100 million, with a minimum monthly fee of $1,000, exclusive of transaction charges and out-of-pocket
expenses, which are also charged to the Company.
BNY Mellon, whose corporate offices are located at 301 Bellevue Parkway, Wilmington, Delaware 19809,
serves as the transfer and dividend disbursing agent for the Company’s Bedford Class pursuant to a Transfer Agency
Agreement dated August 16, 1988 (the “Transfer Agency Agreement”), under which BNY Mellon: (a) issues and
redeems shares of the Bedford Class of the Portfolio; (b) addresses and mails all communications by the Portfolio
to record owners of shares of such Class, including reports to shareholders, dividend and distribution notices and
proxy materials for its meetings of shareholders; (c) maintains shareholder accounts and, if requested, sub-accounts;
and (d) makes periodic reports to the Company’s Board of Directors concerning the operations of the Bedford Class.
BNY Mellon may, on 30 days’ notice to the Company, assign its duties as transfer and dividend disbursing agent to
any other affiliate of The Bank of New York Mellon. For its services to the Company under the Transfer Agency
Agreement, BNY Mellon receives a fee at the annual rate of $15.00 per account in the Portfolio for orders which are
placed via third parties and relayed electronically to BNY Mellon, and at an annual rate of $17.00 per account in the
Portfolio for all other orders, exclusive of out-of-pocket expenses, and also receives a fee for each redemption check
cleared and reimbursement of its out-of-pocket expenses. BNY Mellon also provides services relating to the
implementation of the Company’s Anti-Money Laundering Program. The Company will pay an annual fee, ranging
from $3,000 - $50,000, based on the number of open accounts in each portfolio. In addition, BNY Mellon provides
services relating to the implementation of the Portfolio’s Customer Identification Program, including verification of
required customer information and the maintenance of records with respect to such verification. The Portfolio will
pay BNY Mellon $2.25 per customer verification and $0.02 per month per record result maintained.
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BNY Mellon has entered and in the future may enter into additional shareholder servicing agreements
(“Shareholder Servicing Agreements”) with various dealers (“Authorized Dealers”) for the provision of certain
support services to customers of such Authorized Dealers who are shareholders of the Portfolio. Pursuant to the
Shareholder Servicing Agreements, the Authorized Dealers have agreed to prepare monthly account statements,
process dividend payments from the Company on behalf of their customers and to provide sweep processing for
uninvested cash balances for customers participating in a cash management account. In addition to the shareholder
records maintained by BNY Mellon, Authorized Dealers may maintain duplicate records for their customers who are
shareholders of the Portfolio for purposes of responding to customer inquiries and brokerage instructions. In
consideration for providing such services, Authorized Dealers may receive fees from BNY Mellon. Such fees will
have no effect upon the fees paid by the Company to BNY Mellon.
Distribution and Servicing Agreement
Foreside Funds Distributors, LLC, formerly known as BNY Mellon Distributors Inc., (the “Underwriter” or
“Foreside Distributors”) whose principal business address is 400 Berwyn Park, 899 Cassatt Road, Berwyn, PA
19312, serves as the Company’s principal underwriter. Pursuant to the terms of a distribution agreement, effective as
of April 1, 2012, entered into by Foreside Distributors and the Company, (the “Distribution Agreement”) and a
separate Plan of Distribution, as amended, for the Bedford Class (the “Plan”), which was adopted by the Company
in the manner prescribed by Rule 12b-1 under the 1940 Act, Foreside Distributors will use appropriate efforts to
distribute shares of the Bedford Class. Payments to Foreside Distributors under the Plan are to compensate it for
distribution assistance and expenses assumed and activities intended to result in the sale of shares of the Bedford
Class. As compensation for its distribution services, Foreside Distributors receives, pursuant to the terms of the
Distribution Agreement and the Plan, a distribution fee, to be calculated daily and paid monthly, at the annual rate
set forth in the Prospectus. Foreside Distributors currently proposes to reallow up to all of its distribution payments
to broker/dealers for selling shares of the Portfolio based on a percentage of the amounts invested by their
customers.
The Plan was approved by the Company’s Board of Directors, including the Directors who are not “interested
persons” of the Company (as defined in the 1940 Act) and who have no direct or indirect financial interest in the
operation of the Plan or any agreements related to the Plan (“12b-1 Directors”).
Among other things, the Plan provides that: (1) Foreside Distributors shall be required to submit quarterly
reports to the Directors of the Company regarding all amounts expended under the Plan and the purposes for which
such expenditures were made, including commissions, advertising, printing, interest, carrying charges and any
allocated overhead expenses; (2) the Plan will continue in effect only so long as it is approved at least annually, and
any material amendment thereto is approved, by the Company’s Directors, including a majority of those Directors
who are not “interested persons” (as defined in the 1940 Act) and who have no direct or indirect financial interest in
the operation of the Plan or any agreements related to the Plan, acting in person at a meeting called for said purpose;
(3) the aggregate amount to be spent by the Company on the distribution of the Company’s shares of the Bedford
Class under the Plan shall not be materially increased without the affirmative vote of the holders of a majority of the
Company’s shares in the Bedford Class; and (4) while the Plan remains in effect, the selection and nomination of the
Company’s Directors who are not “interested persons” of the Company (as defined in the 1940 Act) shall be
committed to the discretion of such Directors who are not “interested persons” of the Company.
For the fiscal year ended August 31, 2012, the Fund’s Plan expenses were spent for the following purposes:
Compensation to broker/dealers
Compensation to sales personnel
Advertising
Printing and mailing of prospectuses to other than current shareholders
Compensation to underwriters
Interest, financing charges
Other
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$
$
$
$
$
$
$

72,150
0
0
0
290,096
0
1,934

For the past three fiscal years, the Portfolio paid Foreside Distributors fees as follows:

Fiscal Year Ended

Distribution Fees Paid
(after waivers and
reimbursements)(1)

August 31, 2012
August 31, 2011
August 31, 2010

$
$
$

(1)

143,260
182,045
557,435

Fees Paid to
Broker
Dealers

$ 72,150
$ 173,494
$ 429,008

Fees Retained
by Foreside Funds
Distributors

$ 292,096
$
8,551
$ 128,427

There were no waivers or reimbursements for the periods stated.

The Company believes that the Plan may benefit the Company by increasing sales of shares. Mr. Sablowsky, a
Director of the Company, had an indirect interest in the operation of the Plan by virtue of his position with
Oppenheimer & Co., Inc.
PORTFOLIO TRANSACTIONS
The Portfolio intends to purchase securities with remaining maturities of 13 months or less, except for
securities that are subject to repurchase agreements (which in turn may have maturities of 13 months or less).
However, the Portfolio may purchase variable rate securities with remaining maturities of 13 months or more so
long as such securities comply with conditions established by the SEC under which they may be considered to have
remaining maturities of 13 months or less. Because the Portfolio intends to purchase only securities with remaining
maturities of 13 months or less, its portfolio turnover rate will be relatively high. However, because brokerage
commissions will not normally be paid with respect to investments made by the Portfolio, the turnover rate should
not adversely affect the Portfolio’s NAV or net income. The Portfolio does not intend to seek profits through short
term trading.
Purchases of portfolio securities by the Portfolio are made from dealers, underwriters and issuers; sales are
made to dealers and issuers. The Portfolio does not currently expect to incur any brokerage commission expense on
such transactions because money market instruments are generally traded on a “net” basis with dealers acting as
principal for their own accounts without a stated commission. The price of the security, however, usually includes a
profit to the dealer. Securities purchased in underwritten offerings include a fixed amount of compensation to the
underwriter, generally referred to as the underwriter’s concession or discount. When securities are purchased
directly from or sold directly to an issuer, no commissions or discounts are paid. It is the policy of the Portfolio to
give primary consideration to obtaining the most favorable price and efficient execution of transactions. In seeking
to implement the policies of the Portfolio, BALLC will effect transactions with those dealers it believes provide the
most favorable prices and are capable of providing efficient executions. In no instance will portfolio securities be
purchased from or sold to Foreside Distributors or BALLC or any affiliated person of the foregoing entities except
to the extent permitted by SEC exemptive order or by applicable law.
BALLC may seek to obtain an undertaking from issuers of commercial paper or dealers selling commercial
paper to consider the repurchase of such securities from the Portfolio prior to their maturity at their original cost plus
interest (sometimes adjusted to reflect the actual maturity of the securities), if it believes that the Portfolio’s
anticipated need for liquidity makes such action desirable. Any such repurchase prior to maturity reduces the
possibility that the Portfolio would incur a capital loss in liquidating commercial paper (for which there is no
established market), especially if interest rates have risen since acquisition of the particular commercial paper.
Investment decisions for the Portfolio and for other investment accounts managed by BALLC are made
independently of each other in light of differing conditions. However, the same investment decision may be made
for two or more of such accounts. In such cases, simultaneous transactions are inevitable. Purchases or sales are then
averaged as to price and allocated as to amount according to a formula deemed equitable to each such account.
While in some cases this practice could have a detrimental effect upon the price or value of the security as far as the
Portfolio is concerned, in other cases it is believed to be beneficial to the Portfolio. The Portfolio will not purchase
securities during the existence of any underwriting or selling group relating to such security of which BALLC or any
affiliated person (as defined in the 1940 Act) thereof is a member except pursuant to procedures adopted by the
Company’s Board of Directors pursuant to Rule 10f-3 under the 1940 Act. Among other things, these procedures
require that the commission paid in connection with such a purchase be reasonable and fair, that the purchase be at
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not more than the public offering price prior to the end of the first business day after the date of the public offer, and
that BALLC not participate in or benefit from the sale to the Portfolio.
ADDITIONAL INFORMATION CONCERNING COMPANY SHARES
The Company has authorized capital of 100 billion shares of common stock at a par value of $0.001 per share.
Currently, 80.373 billion shares have been classified into 140 classes, however, the Company only has 25 active
share classes that have begun investment operations. Under the Company’s charter, the Board of Directors has the
power to classify and reclassify any unissued shares of common stock from time to time.
Each share that represents an interest in the Portfolio has an equal proportionate interest in the assets
belonging to such Portfolio with each other share that represents an interest in such Portfolio, even where a share has
a different class designation than another share representing an interest in that Portfolio. Shares of the Company do
not have preemptive or conversion rights. When issued for payment as described in the Prospectus, shares of the
Company will be fully paid and non-assessable.
The Company does not currently intend to hold annual meetings of shareholders except as required by the
1940 Act or other applicable law. The Company’s amended By-Laws provide that shareholders owning at least 10%
of the outstanding shares of all classes of Common Stock of the Company have the right to call for a meeting of
shareholders to consider the removal of one or more directors. To the extent required by law, the Company will
assist in shareholder communication in such matters.
Shareholders of the Company are entitled to one vote for each full share held (irrespective of class or
portfolio) and fractional votes for fractional shares held. Holders of shares of each class of the Company will vote in
the aggregate and not by class on all matters, except where otherwise required by law. Further, shareholders of the
Company will vote in the aggregate and not by portfolio except as otherwise required by law or when the Board of
Directors determines that the matter to be voted upon affects only the interests of the shareholders of a particular
portfolio. Rule 18f-2 under the 1940 Act provides that any matter required to be submitted by the provisions of such
Act or applicable state law, or otherwise, to the holders of the outstanding voting securities of an investment
company such as the Company shall not be deemed to have been effectively acted upon unless approved by the
holders of a majority of the outstanding voting securities, as defined in the 1940 Act, of each portfolio affected by
the matter. Rule 18f-2 further provides that a portfolio shall be deemed to be affected by a matter unless it is clear
that the interests of each portfolio in the matter are identical or that the matter does not affect any interest of the
portfolio. Under the Rule the approval of an investment advisory agreement or any change in a fundamental
investment objective or fundamental investment policy would be effectively acted upon with respect to a portfolio
only if approved by the holders of a majority of the outstanding voting securities, as defined in the 1940 Act, of such
portfolio. However, the Rule also provides that the ratification of the selection of independent public accountants,
the approval of underwriting contracts and the election of directors are not subject to the separate voting
requirements and may be effectively acted upon by shareholders of an investment company voting without regard to
portfolio. Voting rights are not cumulative and, accordingly, the holders of more than 50% of the aggregate shares of
Common Stock of the Company may elect all directors.
Notwithstanding any provision of Maryland law requiring a greater vote of shares of the Company’s common
stock (or of any class voting as a class) in connection with any corporate action, unless otherwise provided by law
(for example by Rule 18f-2 discussed above), or by the Company’s Articles of Incorporation and By-Laws, the
Company may take or authorize such action upon the favorable vote of the holders of more than 50% of all of the
outstanding shares of Common Stock voting without regard to class (or portfolio).

24

PURCHASE AND REDEMPTION INFORMATION
You may purchase shares through an account maintained by your brokerage firm and you may also purchase
shares directly by mail or wire. The Company reserves the right, if conditions exist which make cash payments
undesirable, to honor any request for redemption or repurchase of the Portfolio’s shares by making payment in
whole or in part in securities chosen by the Company and valued in the same way as they would be valued for
purposes of computing the Portfolio’s NAV. If payment is made in securities, a shareholder may incur transaction
costs in converting these securities into cash. The Company has elected, however, to be governed by Rule 18f-1
under the 1940 Act so that the Portfolio is obligated to redeem its shares solely in cash up to the lesser of $250,000
or 1% of its NAV during any 90-day period for any one shareholder of the Portfolio. A shareholder will bear the risk
of a decline in market value and any tax consequences associated with a redemption in securities.
Under the 1940 Act, the Company may suspend the right of redemption or postpone the date of payment upon
redemption for any period during which the New York Stock Exchange, Inc. (the “NYSE”) is closed (other than
customary weekend and holiday closings), or during which trading on the NYSE is restricted, or during which (as
determined by the SEC by rule or regulation) an emergency exists as a result of which disposal or valuation of
portfolio securities is not reasonably practicable, or for such other periods as the SEC may permit. (The Portfolio
may also suspend or postpone the recordation of the transfer of its shares upon the occurrence of any of the
foregoing conditions.)
Shares of the Company are subject to redemption by the Company, at the redemption price of such shares as
in effect from time to time, including, without limitation: (1) to reimburse a Portfolio for any loss sustained by
reason of the failure of a shareholder to make full payment for shares purchased by the shareholder or to collect any
charge relating to a transaction effected for the benefit of a shareholder as provided in the Prospectus from time to
time; (2) if such redemption is, in the opinion of the Company’s Board of Directors, desirable in order to prevent the
Company or any Portfolio from being deemed a “personal holding company” within the meaning of the Internal
Revenue Code of 1986, as amended (the “Internal Revenue Code”); or (3) if the net income with respect to any
particular class of common stock should be negative or it should otherwise be appropriate to carry out the
Company’s responsibilities under the 1940 Act.
The Fund has the right to redeem your shares at current NAV at any time and without prior notice if, and to
the extent that, such redemption is necessary to reimburse the Fund for any loss sustained by reason of your failure
to make full payment for shares of the Fund you previously purchased or subscribed for.
VALUATION OF SHARES
The Company intends to use its best efforts to maintain the NAV of each class of the Portfolio at $1.00 per
share. The NAV per share, the value of an individual share in the Portfolio, is computed by adding the value of the
proportionate interest of the class in the Portfolio’s securities, cash and other assets, subtracting the actual and
accrued liabilities of the class and dividing the result by the number of outstanding shares of such class. The NAV of
each class of the Company is determined independently of the other classes. The Portfolio’s “net assets” equal the
value of the Portfolio’s investments and other securities less its liabilities.
The Company calculates the value of the portfolio securities of the Portfolio by using the amortized cost
method of valuation. Under this method the market value of an instrument is approximated by amortizing the
difference between the acquisition cost and value at maturity of the instrument over the remaining life of the
instrument. The effect of changes in the market value of a security as a result of fluctuating interest rates is not taken
into account. The market value of debt securities usually reflects yields generally available on securities of similar
quality. When such yields decline, market values can be expected to increase, and when yields increase, market
values can be expected to decline. In addition, if a large number of redemptions take place at a time when interest
rates have increased, the Portfolio may have to sell portfolio securities prior to maturity and at a price which might
not be as desirable.
The amortized cost method of valuation may result in the value of a security being higher or lower than its
market price, the price the Portfolio would receive if the security were sold prior to maturity. The Company’s Board
of Directors has established procedures for the purpose of maintaining a constant NAV of $1.00 per share for the
Portfolio, which includes a review of the extent of any deviation of NAV per share, based on available market
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quotations, from the $1.00 amortized cost per share. Should that deviation exceed 1/2 of 1% for the Portfolio, the
Board of Directors will promptly consider whether any action should be initiated to eliminate or reduce material
dilution or other unfair results to shareholders. Such action may include redeeming shares in kind, selling portfolio
securities prior to maturity, reducing or withholding dividends, and utilizing an NAV per share as determined by
using available market quotations.
The Portfolio will maintain a dollar-weighted average portfolio maturity of 60 days or less, will not purchase
any instrument with a deemed maturity under Rule 2a-7 of the 1940 Act greater than 397 calendar days, will limit
portfolio investments, including repurchase agreements (where permitted), to those U.S.-dollar-denominated
instruments that BALLC determines present minimal credit risks pursuant to guidelines adopted by the Board of
Directors, and BALLC will comply with certain reporting and recordkeeping procedures concerning such credit
determination. There is no assurance that constant NAV will be maintained. In the event amortized cost ceases to
represent fair value in the judgment of the Company’s Board of Directors, the Board will take such actions as it
deems appropriate.
In determining the approximate market value of portfolio investments, the Company may employ outside
organizations, which may use a matrix or formula method that takes into consideration market indices, matrices,
yield curves and other specific adjustments. This may result in the securities being valued at a price that differs from
the price that would have been determined had the matrix or formula method not been used. All cash, receivables
and current payables are carried on the Company’s books at their face value. Other assets, if any, are valued at fair
value as determined in good faith by or under the direction of the Company’s Board of Directors.
TAXES
The following summarizes certain additional tax considerations generally affecting the Portfolio and its
shareholders that are not described in the Prospectus. No attempt is made to present a detailed explanation of the tax
treatment of the Portfolio or its shareholders, and the discussions here and in the Prospectus are not intended as a
substitute for careful tax planning. Potential investors should consult their tax advisers with specific reference to
their own tax situations.
The discussions of the federal tax consequences in the Prospectus and this SAI are based on the Internal
Revenue Code (the “Code”) and the regulations issued under it, and court decisions and administrative
interpretations, as in effect on the date of this SAI. Future legislative or administrative changes or court decisions
may significantly change the statements included herein, and any such changes or decisions may be retroactive.
The Portfolio qualified during its last taxable year and intends to continue to qualify as a regulated investment
company under Subchapter M of Subtitle A, Chapter 1, of the Code. As such, the Portfolio generally will be exempt
from federal income tax on its net investment income and realized capital gains that it distributes to shareholders. To
qualify for treatment as a regulated investment company, it must meet three important tests each year.
First, the Portfolio must derive with respect to each taxable year at least 90% of its gross income from
dividends, interest, certain payments with respect to securities loans, gains from the sale or other disposition of stock
or securities or foreign currencies, other income derived with respect to the Fund’s business of investing in stock,
securities or currencies, or net income derived from interests in qualified publicly traded partnerships.
Second, generally, at the close of each quarter of the Fund’s taxable year, at least 50% of the value of the
Portfolio’s assets must consist of cash and cash items, U.S. government securities, securities of other regulated
investment companies, and securities of other issuers as to which the Portfolio has not invested more than 5% of the
value of its total assets in securities of the issuer and as to which the Portfolio does not hold more than 10% of the
outstanding voting securities of the issuer, and no more than 25% of the value of the Portfolio’s total assets may be
invested in the securities of (1) any one issuer (other than U.S. government securities and securities of other
regulated investment companies), (2) two or more issuers that the Portfolio controls and which are engaged in the
same or similar trades or businesses or (3) one or more qualified publicly traded partnerships.
Third, the Portfolio must distribute an amount equal to at least the sum of 90% of its investment company
taxable income (net investment income and the excess of net short-term capital gain over net long-term capital loss)
before taking into account any deduction for dividends paid, and 90% of its tax-exempt income, if any, for the year.
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The Portfolio intends to comply with these requirements. If the Portfolio were to fail to make sufficient
distributions, it could be liable for corporate income tax and for excise tax in respect of the shortfall or, if the
shortfall is large enough, the Portfolio could be disqualified as a regulated investment company. If for any taxable
year the Portfolio were not to qualify as a regulated investment company, all its taxable income would be subject to
tax at regular corporate rates without any deduction for distributions to shareholders. In that event, shareholders
would recognize dividend income on distributions to the extent of the Portfolio’s current and accumulated earnings
and profits, and corporate shareholders could be eligible for the dividends-received deduction.
A 4% nondeductible excise tax is imposed on regulated investment companies that fail to distribute with
respect to each calendar year at least 98% of their ordinary taxable income for the calendar year and 98.2% of their
capital gain net income (excess of capital gains over capital losses) for the one year period ending October 31 of
such calendar year and 100% of any such amounts that were not distributed in the prior year. The Portfolio intends
to make sufficient distributions or deemed distributions of its ordinary taxable income and any capital gain net
income prior to the end of each calendar year to avoid liability for this excise tax.
Although the Portfolio expects to qualify as a regulated investment company and to be relieved of all or
substantially all federal income taxes, depending upon the extent of its activities in states and localities in which its
offices are maintained, in which its agents or independent contractors are located or in which it is otherwise deemed
to be conducting business, the Portfolio may be subject to the tax laws of such states or localities.
MISCELLANEOUS
Counsel
The law firm of Drinker Biddle & Reath LLP, One Logan Square, Ste. 2000, Philadelphia, Pennsylvania
19103-6996, serves as independent counsel to the Company and the Independent Directors.
Independent Registered Public Accounting Firm
PricewaterhouseCoopers LLP, Two Commerce Square, Suite 1700, 2001 Market Street, Philadelphia,
Pennsylvania 19103, serves as the Portfolio’s independent registered public accounting firm.
FINANCIAL STATEMENTS
The audited financial statements and notes thereto in the Portfolio’s Annual Report to Shareholders for the
fiscal year ended August 31, 2012 (the “Annual Report”) are incorporated by reference into this SAI. No other parts
of the Annual Report are incorporated by reference herein. The financial statements included in the Annual Report
have been audited by the Portfolio’s independent registered public accounting firm, PricewaterhouseCoopers LLP,
for the fiscal year ended August 31, 2012, whose report therein also appears in the Annual Report and is
incorporated herein by reference. Such financial statements have been incorporated herein in reliance upon such
reports given upon their authority as experts in accounting and auditing. Copies of the Annual Report may be
obtained at no charge by telephoning BNY Mellon at the telephone number appearing on the front page of this SAI.
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APPENDIX A
DESCRIPTION OF SECURITIES RATINGS

Short-Term Credit Ratings
A Standard & Poor’s short-term issue credit rating is a forward-looking opinion of the creditworthiness of
an obligor with respect to a specific financial obligation having an original maturity of no more than 365 days. The
following summarizes the rating categories used by Standard & Poor’s for short-term issues:
“A-1” – A short-term obligation rated “A-1” is rated in the highest category and indicates that the obligor’s
capacity to meet its financial commitment on the obligation is strong. Within this category, certain obligations are
designated with a plus sign (+). This indicates that the obligor’s capacity to meet its financial commitment on these
obligations is extremely strong.
“A-2” – A short-term obligation rated “A-2” is somewhat more susceptible to the adverse effects of
changes in circumstances and economic conditions than obligations in higher rating categories. However, the
obligor’s capacity to meet its financial commitment on the obligation is satisfactory.
“A-3” – A short-term obligation rated “A-3” exhibits adequate protection parameters. However, adverse
economic conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor to
meet its financial commitment on the obligation.
“B” – A short-term obligation rated “B” is regarded as vulnerable and has significant speculative
characteristics. The obligor currently has the capacity to meet its financial commitments; however, it faces major
ongoing uncertainties which could lead to the obligor’s inadequate capacity to meet its financial commitments.
“C” – A short-term obligation rated “C” is currently vulnerable to nonpayment and is dependent upon
favorable business, financial, and economic conditions for the obligor to meet its financial commitment on the
obligation.
“D” – A short-term obligation rated “D” is in payment default. The “D” rating category is used when
payments on an obligation are not made on the date due, unless Standard & Poor’s believes that such payments will
be made within any stated grace period. However, any stated grace period longer than five business days will be
treated as five business days. The “D” rating also will be used upon the filing of a bankruptcy petition or the taking
of a similar action if payments on an obligation are jeopardized.
Local Currency and Foreign Currency Risks – Standard & Poor’s issuer credit ratings make a distinction
between foreign currency ratings and local currency ratings. An issuer’s foreign currency rating will differ from its
local currency rating when the obligor has a different capacity to meet its obligations denominated in its local
currency, vs. obligations denominated in a foreign currency.
Moody’s Investors Service (“Moody’s”) short-term ratings are forward-looking opinions of the relative
credit risks of financial obligations with an original maturity of thirteen months or less and reflect the likelihood of a
default on contractually promised payments. Ratings may be assigned to issuers, short-term programs or to
individual short-term debt instruments.
Moody’s employs the following designations to indicate the relative repayment ability of rated issuers:
“P-1” – Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt
obligations.
“P-2” – Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt
obligations.
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“P-3” – Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term
obligations.
“NP” – Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating
categories.
Fitch, Inc. / Fitch Ratings Ltd. (“Fitch”) short-term issuer or obligation rating is based in all cases on the
short-term vulnerability to default of the rated entity or security stream and relates to the capacity to meet financial
obligations in accordance with the documentation governing the relevant obligation. Short-term ratings are assigned
to obligations whose initial maturity is viewed as “short-term” based on market convention. Typically, this means
up to 13 months for corporate, sovereign and structured obligations, and up to 36 months for obligations in U.S.
public finance markets. The following summarizes the rating categories used by Fitch for short-term obligations:
“F1” – Securities possess the highest short-term credit quality. This designation indicates the strongest
intrinsic capacity for timely payment of financial commitments; may have an added “+” to denote any exceptionally
strong credit feature.
“F2” – Securities possess good short-term credit quality. This designation indicates good intrinsic capacity
for timely payment of financial commitments.
“F3” – Securities possess fair short-term credit quality. This designation indicates that the intrinsic
capacity for timely payment of financial commitments is adequate.
“B” – Securities possess speculative short-term credit quality. This designation indicates minimal capacity
for timely payment of financial commitments, plus heightened vulnerability to near term adverse changes in
financial and economic conditions.
“C” – Securities possess high short-term default risk. Default is a real possibility.
“RD” – Restricted default. Indicates an entity that has defaulted on one or more of its financial
commitments, although it continues to meet other financial obligations. Applicable to entity ratings only.
“D” – Default. Indicates a broad-based default event for an entity, or the default of a short-term obligation.
The DBRS® Ratings Limited (“DBRS”) short-term debt rating scale provides an opinion on the risk that
an issuer will not meet its short-term financial obligations in a timely manner. Ratings are based on quantitative and
qualitative considerations relevant to the issuer and the relative ranking of claims. The R-1 and R-2 rating
categories are further denoted by the sub-categories “(high)”, “(middle)”, and “(low)”.
The following summarizes the ratings used by DBRS for commercial paper and short-term debt:
“R-1 (high)” - Short-term debt rated “R-1 (high)” is of the highest credit quality. The capacity for the
payment of short-term financial obligations as they fall due is exceptionally high. Unlikely to be adversely affected
by future events.
“R-1 (middle)” – Short-term debt rated “R-1 (middle)” is of superior credit quality. The capacity for the
payment of short-term financial obligations as they fall due is very high. Differs from “R-1 (high)” by a relatively
modest degree. Unlikely to be significantly vulnerable to future events.
“R-1 (low)” – Short-term debt rated “R-1 (low)” is of good credit quality. The capacity for the payment of
short-term financial obligations as they fall due is substantial. Overall strength is not as favorable as higher rating
categories. May be vulnerable to future events, but qualifying negative factors are considered manageable.
“R-2 (high)” – Short-term debt rated “R-2 (high)” is considered to be at the upper end of adequate credit
quality. The capacity for the payment of short-term financial obligations as they fall due is acceptable. May be
vulnerable to future events.
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“R-2 (middle)” – Short-term debt rated “R-2 (middle)” is considered to be of adequate credit quality. The
capacity for the payment of short-term financial obligations as they fall due is acceptable. May be vulnerable to
future events or may be exposed to other factors that could reduce credit quality.
“R-2 (low)” – Short-term debt rated “R-2 (low)” is considered to be at the lower end of adequate credit
quality. The capacity for the payment of short-term financial obligations as they fall due is acceptable. May be
vulnerable to future events. A number of challenges are present that could affect the issuer’s ability to meet such
obligations.
“R-3” – Short-term debt rated “R-3” is considered to be at the lowest end of adequate credit quality. There
is a capacity for the payment of short-term financial obligations as they fall due. May be vulnerable to future events
and the certainty of meeting such obligations could be impacted by a variety of developments.
“R-4” – Short-term debt rated “R-4” is considered to be of speculative credit quality. The capacity for the
payment of short-term financial obligations as they fall due is uncertain.
“R-5” – Short-term debt rated “R-5” is considered to be of highly speculative credit quality. There is a
high level of uncertainty as to the capacity to meet short-term financial obligations as they fall due.
“D” – Short-term debt rated “D” implies a financial obligation has not been met or it is clear that a financial
obligation will not be met in the near future, or a debt instrument has been subject to a distressed exchange. A
downgrade to “D” may not immediately follow an insolvency or restructuring filing as grace periods, other
procedural considerations, or extenuating circumstance may exist.
Long-Term Credit Ratings
The following summarizes the ratings used by Standard & Poor’s for long-term issues:
“AAA” – An obligation rated “AAA” has the highest rating assigned by Standard & Poor’s. The obligor’s
capacity to meet its financial commitment on the obligation is extremely strong.
“AA” – An obligation rated “AA” differs from the highest-rated obligations only to a small degree. The
obligor’s capacity to meet its financial commitment on the obligation is very strong.
“A” – An obligation rated “A” is somewhat more susceptible to the adverse effects of changes in
circumstances and economic conditions than obligations in higher-rated categories. However, the obligor’s capacity
to meet its financial commitment on the obligation is still strong.
“BBB” – An obligation rated “BBB” exhibits adequate protection parameters. However, adverse economic
conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor to meet its
financial commitment on the obligation.
“BB,” “B,” “CCC,” “CC” and “C” – Obligations rated “BB,” “B,” “CCC,” “CC” and “C” are regarded as
having significant speculative characteristics. “BB” indicates the least degree of speculation and “C” the highest.
While such obligations will likely have some quality and protective characteristics, these may be outweighed by
large uncertainties or major exposures to adverse conditions.
“BB” – An obligation rated “BB” is less vulnerable to nonpayment than other speculative issues. However,
it faces major ongoing uncertainties or exposure to adverse business, financial, or economic conditions which could
lead to the obligor’s inadequate capacity to meet its financial commitment on the obligation.
“B” – An obligation rated “B” is more vulnerable to nonpayment than obligations rated “BB”, but the
obligor currently has the capacity to meet its financial commitment on the obligation. Adverse business, financial,
or economic conditions will likely impair the obligor’s capacity or willingness to meet its financial commitment on
the obligation.
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“CCC” – An obligation rated “CCC” is currently vulnerable to nonpayment, and is dependent upon
favorable business, financial and economic conditions for the obligor to meet its financial commitment on the
obligation. In the event of adverse business, financial, or economic conditions, the obligor is not likely to have the
capacity to meet its financial commitment on the obligation.
“CC” – An obligation rated “CC” is currently highly vulnerable to nonpayment.
“C” – A “C” rating is assigned to obligations that are currently highly vulnerable to nonpayment,
obligations that have payment arrearages allowed by the terms of the documents, or obligations of an issuer that is
the subject of a bankruptcy petition or similar action which have not experienced a payment default. Among others,
the “C” rating may be assigned to subordinated debt, preferred stock or other obligations on which cash payments
have been suspended in accordance with the instrument’s terms or when preferred stock is the subject of a distressed
exchange offer, whereby some or all of the issue is either repurchased for an amount of cash or replaced by other
instruments having a total value that is less than par.
“D” – An obligation rated “D” is in payment default. The “D” rating category is used when payments on
an obligation are not made on the date due, unless Standard & Poor’s believes that such payments will be made
within five business days, irrespective of any grace period. The “D” rating also will be used upon the filing of a
bankruptcy petition or the taking of similar action if payments on an obligation are jeopardized. An obligation’s
rating is lowered to “D” upon completion of a distressed exchange offer, whereby some or all of the issue is either
repurchased for an amount of cash or replaced by other instruments having a total value that is less than par.
Plus (+) or minus (-) – The ratings from “AA” to “CCC” may be modified by the addition of a plus (+) or
minus (-) sign to show relative standing within the major rating categories.
“NR” – This indicates that no rating has been requested, that there is insufficient information on which to
base a rating, or that Standard & Poor’s does not rate a particular obligation as a matter of policy.
Local Currency and Foreign Currency Risks - Standard & Poor’s issuer credit ratings make a distinction
between foreign currency ratings and local currency ratings. An issuer’s foreign currency rating will differ from its
local currency rating when the obligor has a different capacity to meet its obligations denominated in its local
currency, vs. obligations denominated in a foreign currency.
Moody’s long-term ratings are forward-looking opinions of the relative credit risks of financial obligations
with an original maturity of one year or more. They address the possibility that a financial obligation will not be
honored as promised. Such ratings reflect both the likelihood of default on contractually promised payments and the
expected financial loss suffered in the event of default. The following summarizes the ratings used by Moody’s for
long-term debt:
“Aaa” – Obligations rated “Aaa” are judged to be of the highest quality, subject to the lowest level of credit
risk.
“Aa” – Obligations rated “Aa” are judged to be of high quality and are subject to very low credit risk.
“A” – Obligations rated “A” are judged to be upper-medium grade and are subject to low credit risk.
“Baa” – Obligations rated “Baa” are judged to be medium-grade and subject to moderate credit risk and as
such may possess certain speculative characteristics.
“Ba” – Obligations rated “Ba” are judged to be speculative and are subject to substantial credit risk.
“B” – Obligations rated “B” are considered speculative and are subject to high credit risk.
“Caa” – Obligations rated “Caa” are judged to be speculative of poor standing and are subject to very high
credit risk.

A-4

“Ca” – Obligations rated “Ca” are highly speculative and are likely in, or very near, default, with some
prospect of recovery of principal and interest.
“C” – Obligations rated “C” are the lowest rated and are typically in default, with little prospect for
recovery of principal or interest.
Note: Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from “Aa”
through “Caa.” The modifier 1 indicates that the obligation ranks in the higher end of its generic rating category; the
modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that generic
rating category.
The following summarizes long-term ratings used by Fitch:
“AAA” – Securities considered to be of the highest credit quality. “AAA” ratings denote the lowest
expectation of credit risk. They are assigned only in cases of exceptionally strong capacity for payment of financial
commitments. This capacity is highly unlikely to be adversely affected by foreseeable events.
“AA” – Securities considered to be of very high credit quality. “AA” ratings denote expectations of very
low credit risk. They indicate very strong capacity for payment of financial commitments. This capacity is not
significantly vulnerable to foreseeable events.
“A” – Securities considered to be of high credit quality. “A” ratings denote expectations of low credit risk.
The capacity for payment of financial commitments is considered strong. This capacity may, nevertheless, be more
vulnerable to adverse business or economic conditions than is the case for higher ratings.
“BBB” – Securities considered to be of good credit quality. “BBB” ratings indicate that expectations of
credit risk are currently low. The capacity for payment of financial commitments is considered adequate but adverse
business or economic conditions are more likely to impair this capacity.
“BB” – Securities considered to be speculative. “BB” ratings indicate that there is an elevated vulnerability
to credit risk, particularly in the event of adverse changes in business or economic conditions over time; however,
business or financial alternatives may be available to allow financial commitments to be met.
“B” – Securities considered to be highly speculative. “B” ratings indicate that material credit risk is
present.
“CCC” – A “CCC” rating indicates that substantial credit risk is present.
“CC” – A “CC” rating indicates very high levels of credit risk.
“C” – A “C” rating indicates exceptionally high levels of credit risk.
Defaulted obligations typically are not assigned “D” ratings, but are instead rated in the “B” to “C” rating
categories, depending upon their recovery prospects and other relevant characteristics. Fitch believes that this
approach better aligns obligations that have comparable expected loss but varying vulnerability to default and loss.
Plus (+) or minus (-) may be appended to a rating to denote relative status within major rating categories.
Such suffixes are not added to the “AAA” obligation rating category, or to corporate finance obligation ratings in the
categories below “CCC”.
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The DBRS long-term rating scale provides an opinion on the risk of default. That is, the risk that an issuer
will fail to satisfy its financial obligations in accordance with the terms under which an obligation has been issued.
Ratings are based on quantitative and qualitative considerations relevant to the issuer, and the relative ranking of
claims. All rating categories other than AAA and D also contain subcategories “(high)” and “(low)”. The absence
of either a “(high)” or “(low)” designation indicates the rating is in the middle of the category. The following
summarizes the ratings used by DBRS for long-term debt:
“AAA” - Long-term debt rated “AAA” is of the highest credit quality. The capacity for the payment of
financial obligations is exceptionally high and unlikely to be adversely affected by future events.
“AA” – Long-term debt rated “AA” is of superior credit quality. The capacity for the payment of financial
obligations is considered high. Credit quality differs from “AAA” only to a small degree. Unlikely to be
significantly vulnerable to future events.
“A” – Long-term debt rated “A” is of good credit quality. The capacity for the payment of financial
obligations is substantial, but of lesser credit quality than “AA.” May be vulnerable to future events, but qualifying
negative factors are considered manageable.
“BBB” – Long-term debt rated “BBB” is of adequate credit quality. The capacity for the payment of
financial obligations is considered acceptable. May be vulnerable to future events.
“BB” – Long-term debt rated “BB” is of speculative, non-investment grade credit quality. The capacity for
the payment of financial obligations is uncertain. Vulnerable to future events.
“B” – Long-term debt rated “B” is of highly speculative credit quality. There is a high level of uncertainty
as to the capacity to meet financial obligations.
“CCC”, “CC” and “C” – Long-term debt rated in any of these categories is of very highly speculative credit
quality. In danger of defaulting on financial obligations. There is little difference between these three categories,
although “CC” and “C” ratings are normally applied to obligations that are seen as highly likely to default, or
subordinated to obligations rated in the “CCC” to “B” range. Obligations in respect of which default has not
technically taken place but is considered inevitable may be rated in the “C” category.
“D” – A security rated “D” implies that a financial obligation has not been met or it is clear that a financial
obligation will not be met in the near future or a debt instrument has been subject to a distressed exchange. A
downgrade to “D” may not immediately follow an insolvency or restructuring filing as grace periods or extenuating
circumstances may exist.
Municipal Note Ratings
A Standard & Poor’s U.S. municipal note rating reflects Standard & Poor’s opinion about the liquidity
factors and market access risks unique to the notes. Notes due in three years or less will likely receive a note rating.
Notes with an original maturity of more than three years will most likely receive a long-term debt rating. In
determining which type of rating, if any, to assign, Standard & Poor’s analysis will review the following
considerations:
 Amortization schedule - the larger the final maturity relative to other maturities, the
likely it will be treated as a note; and

more

 Source of payment - the more dependent the issue is on the market for its refinancing,
the more likely it will be treated as a note.
Note rating symbols are as follows:
“SP-1” – A municipal note rated “SP-1” exhibits a strong capacity to pay principal and interest. An issue
determined to possess a very strong capacity to pay debt service is given a plus (+) designation.
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“SP-2” – A municipal note rated “SP-2” exhibits a satisfactory capacity to pay principal and interest, with
some vulnerability to adverse financial and economic changes over the term of the notes.
“SP-3” – A municipal note rated “SP-3” exhibits a speculative capacity to pay principal and interest.
Moody’s uses the Municipal Investment Grade (“MIG”) scale to rate U.S. municipal bond anticipation
notes of up to three years maturity. Municipal notes rated on the MIG scale may be secured by either pledged
revenues or proceeds of a take-out financing received prior to note maturity. MIG ratings expire at the maturity of
the obligation, and the issuer’s long-term rating is only one consideration in assigning the MIG rating. MIG ratings
are divided into three levels – “MIG-1” through “MIG-3”. In addition, those short-term obligations that are of
speculative quality are designated “SG”, or speculative grade. The following summarizes the ratings used by
Moody’s for short-term municipal obligations:
“MIG-1” – This designation denotes superior credit quality. Excellent protection is afforded by established
cash flows, highly reliable liquidity support, or demonstrated broad-based access to the market for refinancing.
“MIG-2” – This designation denotes strong credit quality. Margins of protection are ample, although not as
large as in the preceding group.
“MIG-3” – This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be
narrow, and market access for refinancing is likely to be less well-established.
“SG” – This designation denotes speculative-grade credit quality. Debt instruments in this category may
lack sufficient margins of protection.
“NR” – Is assigned to an unrated obligation.
In the case of variable rate demand obligations (“VRDOs”), a two-component rating is assigned: a long or
short-term debt rating and a demand obligation rating. The first element represents Moody’s evaluation of risk
associated with scheduled principal and interest payments. The second element represents Moody’s evaluation of
risk associated with the ability to receive purchase price upon demand (“demand feature”), using a variation of the
MIG rating scale, the Variable Municipal Investment Grade or “VMIG” rating. The rating transitions on the VMIG
scale differ from those on the Prime scale to reflect the risk that external liquidity support, generally, will terminate
if the issuer’s long-term rating drops below investment grade.
VMIG rating expirations are a function of each issue’s specific structural or credit features.
“VMIG-1” – This designation denotes superior credit quality. Excellent protection is afforded by the
superior short-term credit strength of the liquidity provider and structural and legal protections that ensure the timely
payment of purchase price upon demand.
“VMIG-2” – This designation denotes strong credit quality. Good protection is afforded by the strong
short-term credit strength of the liquidity provider and structural and legal protections that ensure the timely
payment of purchase price upon demand.
“VMIG-3” – This designation denotes acceptable credit quality. Adequate protection is afforded by the
satisfactory short-term credit strength of the liquidity provider and structural and legal protections that ensure the
timely payment of purchase price upon demand.
“SG” – This designation denotes speculative-grade credit quality. Demand features rated in this category
may be supported by a liquidity provider that does not have an investment grade short-term rating or may lack the
structural and/or legal protections necessary to ensure the timely payment of purchase price upon demand.
“NR” – Is assigned to an unrated obligation.
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About Credit Ratings
A Standard & Poor’s issue credit rating is a forward-looking opinion about the creditworthiness of an obligor with
respect to a specific financial obligation, a specific class of financial obligations, or a specific financial program
(including ratings on medium-term note programs and commercial paper programs). It takes into consideration the
creditworthiness of guarantors, insurers, or other forms of credit enhancement on the obligation and takes into
account the currency in which the obligation is denominated. The opinion reflects Standard & Poor’s view of the
obligor’s capacity and willingness to meet its financial commitments as they come due, and may assess terms, such
as collateral security and subordination, which could affect ultimate payment in the event of default.
Moody’s credit ratings must be construed solely as statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities.
Fitch’s credit ratings provide an opinion on the relative ability of an entity to meet financial commitments, such as
interest, preferred dividends, repayment of principal, insurance claims or counterparty obligations. Fitch credit
ratings are used by investors as indications of the likelihood of receiving the money owed to them in accordance
with the terms on which they invested. Fitch’s credit ratings cover the global spectrum of corporate, sovereign
(including supranational and sub-national), financial, bank, insurance, municipal and other public finance entities
and the securities or other obligations they issue, as well as structured finance securities backed by receivables or
other financial assets.
DBRS credit ratings are opinions based on the quantitative and qualitative analysis of information sourced and
received by DBRS, which information is not audited or verified by DBRS. Ratings are not buy, hold or sell
recommendations and they do not address the market price of a security. Ratings may be upgraded, downgraded,
placed under review, confirmed and discontinued.
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Appendix B
BLACKROCK
GLOBAL CORPORATE GOVERNANCE & ENGAGEMENT PRINCIPLES
Introduction to BlackRock
BlackRock is the world’s preeminent asset management firm and a premier provider of global investment
management, risk management and advisory services to institutional and individual clients around the world.
BlackRock offers a wide range of investment strategies and product structures to meet clients’ needs, including
individual and institutional separate accounts, mutual funds, and other pooled investment vehicles and the industryleading iShares exchange traded funds. Through BlackRock Solutions®, we offer risk management, strategic
advisory and enterprise investment system services to a broad base of clients.
Philosophy on corporate governance
BlackRock’s corporate governance program is focused on protecting and enhancing the economic value of the
companies in which it invests on behalf of clients. We do this through engagement with boards and management of
investee companies and, for those clients who have given us authority, through voting at shareholder meetings.
We believe that there are certain fundamental rights attached to share ownership: companies should be accountable
to shareholders for the use of their money, companies and their boards should be structured with appropriate checks
and balances to ensure that they operate in shareholders’ interests, effective voting rights are central to the rights of
ownership and there should be one vote for one share. Key elements of shareholder protection include protection
against excessive dilution, the election of directors and the appointment of auditors. Specifically, shareholders
should have the right to elect, remove and nominate directors and to amend the corporate charter or by-laws.
Shareholders should also be able to vote on matters that are material to the protection of their investment including
but not limited to changes to the purpose of the business, the distribution of income and the capital structure. In
order to exercise these rights in their own best interests, we believe shareholders have the right to sufficient and
timely information to be able to take an informed view of the performance of the company and management.
Our focus is on the board of directors, as the agent of shareholders, who should set the company’s strategic aims
within a framework of prudent and effective controls which enables risk to be assessed and managed. The board
should provide direction and leadership to the management and oversee management’s performance. Our starting
position is to be supportive of boards in their oversight efforts on our behalf and the items of business they put to a
shareholder vote at shareholder meetings. Votes against or withheld from resolutions proposed by the board are a
signal that we are concerned that the directors or management have either not acted in the interests of shareholders
or have not responded adequately to shareholder concerns communicated to it regarding the strategy or management
of a company.
These principles set out our approach to engaging with companies, provide guidance on our position on the key
aspects of corporate governance and outline how these might be reflected in our voting decisions. Corporate
governance practices vary internationally and our expectations in relation to individual companies are based on the
legal and regulatory framework of each market. However, we do believe that there are some overarching principles
of corporate governance that apply globally. We assess voting matters on a case-by-case basis and in light of a
company’s unique circumstances. We are interested to understand from the company’s reporting the approach
taken, particularly where it is different from the usual market practice and to understand how it benefits
shareholders.
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BlackRock also believes that shareholders are responsible for exercising oversight of, and promoting due care in, the
stewardship of their investment in a company. These ownership responsibilities include, in our view, engaging in
certain circumstances with management or board members on corporate governance matters, voting proxies in the
best long-term economic interests of shareholders and engaging with regulatory bodies to ensure a sound policy
framework consistent with promoting long-term shareholder value creation. Institutional shareholders also have
responsibilities to their clients to have appropriate resources and oversight structures. BlackRock’s approach to
oversight in relation to its corporate governance activities is set out in the section titled “BlackRock’s oversight of
its corporate governance activities” below.
Corporate governance, engagement and voting
We recognize that accepted standards of corporate governance differ between markets but we believe that there are
sufficient common threads globally to identify an overarching set of principles. The primary objective of our
corporate governance activities is the protection and enhancement of our clients’ investments in public corporations.
Thus, these principles focus on practices and structures that we consider to be supportive of long-term value
creation. We discuss below the principles under six key themes. In our regional and market-specific voting
guidelines we explain how these principles inform our voting decisions in relation to specific resolutions that may
appear on the agenda of a shareholder meeting in the relevant market.
The six key themes are:
►

Boards and directors

►

Accounting and audit-related issues

►

Capital structure, mergers, asset sales and other special transactions

►

Remuneration and benefits

►

Social, ethical and environmental issues

►

General corporate governance matters

At a minimum we would expect companies to observe the accepted corporate governance standard in their domestic
market or to explain why doing so is not in the interests of shareholders. Where company reporting and disclosure is
inadequate or the approach taken is inconsistent with our view of what is in the best interests of shareholders, we
will engage with the company and/or use our vote to encourage better practice. In making voting decisions, we take
into account research from external proxy advisors, other internal and external research and academic articles,
information published by the company or provided through engagement and the views of our equity portfolio
managers.
BlackRock views engagement as an important activity; engagement provides BlackRock with the opportunity to
improve our understanding of investee companies and their governance structures, so that our voting decisions may
be better informed. Engagement also allows us to share our philosophy and approach to investment and corporate
governance with issuers to enhance their understanding of our objectives. There are a range of approaches we may
take in engaging companies depending on the nature of the issue under consideration, the company and the market.
Boards and directors
The performance of the board is critical to the economic success of the company and to the protection of
shareholders’ interests. Board members serve as agents of shareholders in overseeing the operation and strategic
direction of the company. For this reason, BlackRock focuses on directors in many of its engagements and sees the
election of directors as one of its most important responsibilities in the proxy voting context.
We expect the board of directors to promote and protect shareholder interests by:
►

establishing an appropriate corporate governance structure;

►

overseeing and supporting management in setting strategy;

►

ensuring the integrity of financial statements;

B-2

►

making decisions regarding mergers, acquisitions and disposals;

►

establishing appropriate executive compensation structures; and

►

addressing business issues including social, ethical and environmental issues when they have the potential to
materially impact company reputation and performance.

There should be clear definitions of the role of the board, the sub-committees of the board and the senior
management such that the responsibilities of each are well understood and accepted. Companies should report
publicly the approach taken to governance (including in relation to board structure) and why this approach is in the
interest of shareholders. We will engage with the appropriate directors where we have concerns about the
performance of the board or the company, the broad strategy of the company or the performance of individual board
members. Concerns about individual board directors may include their membership on the board of a different
company where that board has performed poorly and failed to protect shareholder interests.
BlackRock believes that directors should stand for re-election on a regular basis. We assess directors nominated for
election or re-election in the context of the composition of the board as a whole. There should be detailed disclosure
of the relevant credentials of the individual directors in order that shareholders can assess the caliber of an individual
nominee. We expect there to be a sufficient number of independent directors on the board to ensure the protection
of the interests of all shareholders. Common impediments to independence include but are not limited to:
►

current employment at the company or a subsidiary;

►

former employment within the past several years as an executive of the company;

►

providing substantial professional services to the company and/or members of the company’s management;

►

having had a substantial business relationship in the past three years;

►

having, or representing a shareholder with, a substantial shareholding in the company;

►

being an immediate family member of any of the aforementioned; and

►

interlocking directorships.

BlackRock believes that the operation of the board is enhanced when there is a clearly independent, senior nonexecutive director to lead it. Where the chairman is also the CEO or is otherwise not independent the company
should have an independent lead director. The role of this director is to enhance the effectiveness of the independent
members of the board through shaping the agenda, ensuring adequate information is provided to the board and
encouraging independent participation in board deliberations. The lead independent board director should be
available to shareholders where they have concerns that they wish to discuss.
To ensure that the board remains effective, regular reviews of board performance should be carried out and
assessments made of gaps in skills or experience amongst the members. BlackRock believes it is beneficial for new
directors to be brought onto the board periodically to refresh the group’s thinking and to ensure both continuity and
adequate succession planning. We believe that directors are in the best position to assess the optimal size for the
board but we would be concerned if a board seemed too small to have an appropriate balance of directors or too
large to be effective.
There are matters for which the board has responsibility that may involve a conflict of interest for executives or for
affiliated directors. BlackRock believes that shareholders’ interests are best served when the independent members
of the board form a sub-committee to deal with such matters. In many markets, these sub-committees of the board
specialize in audit, director nominations and compensation matters. An ad hoc committee might also be formed to
decide on a special transaction, particularly one with a related party.
Accounting and audit-related issues
BlackRock recognizes the critical importance of financial statements which provide a complete and accurate picture
of a company’s financial condition. We will hold the members of the audit committee or equivalent responsible for
overseeing the management of the audit function. We take particular note of cases involving significant financial
restatements or ad hoc notifications of material financial weakness.

B-3

The integrity of financial statements depends on the auditor being free of any impediments to being an effective
check on management. To that end, we believe it is important that auditors are, and are seen to be, independent.
Where the audit firm provides services to the company in addition to the audit the fees earned should be disclosed
and explained. Audit committees should also have in place a procedure for assuring annually the independence of
the auditor.
Capital structure, mergers, asset sales and other special transactions
The capital structure of a company is critical to its owners, the shareholders, as it impacts the value of their
investment and the priority of their interest in the company relative to that of other equity or debt investors. Preemption rights are a key protection for shareholders against the dilution of their interests.
In assessing mergers, asset sales or other special transactions, BlackRock’s primary consideration is the long-term
economic interests of shareholders. Boards proposing a transaction need to clearly explain the economic and
strategic rationale behind it. We will review the transaction to determine the degree to which the proposed
transaction enhances long term shareholder value. We would prefer that such transactions have the unanimous
support of the board and have been negotiated at arm’s length. We may seek reassurance from the board that
executive and/or board members’ financial interests in a given transaction have not affected their ability to place
shareholders’ interests before their own. Where the transaction does involve related parties we would expect the
recommendation to support it to come from the independent directors and would prefer only non-conflicted
shareholders to vote on the proposal.
BlackRock believes that shareholders have a right to dispose of company shares in the open market without
unnecessary restriction. In our view, corporate mechanisms designed to limit shareholders’ ability to sell their
shares are contrary to basic property rights. Such mechanisms can serve to protect and entrench interests other than
those of the shareholders. We believe that shareholders are broadly capable of making decisions in their own best
interests. We would expect any so-called ‘shareholder rights plans’ being proposed by a board to be subject to
shareholder approval on introduction and periodically thereafter for continuation.
Remuneration and benefits
BlackRock expects a company’s board of directors to put in place a compensation structure that incentivizes and
rewards executives appropriately and is aligned with shareholder interests. We would expect the compensation
committee to take into account the specific circumstances of the company and the key individuals the board is trying
to incentivize. We encourage companies to ensure that their compensation packages incorporate appropriate and
challenging performance conditions consistent with corporate strategy and market practice. We use third party
research, in addition to our own analysis, to evaluate existing and proposed compensation structures. We hold
members of the compensation committee or equivalent accountable for poor compensation practices or structures.
BlackRock believes that there should be a clear link between variable pay and company performance as reflected in
returns to shareholders. We are not supportive of one-off or special bonuses unrelated to company or individual
performance. We support incentive plans that payout rewards earned over multiple and extended time periods. We
believe consideration should be given to building claw back provisions into incentive plans such that executives
would be required to repay rewards where they were not justified by actual performance. Compensation committees
should guard against contractual arrangements that would entitle executives to material compensation for early
termination of their contract. Finally, pension contributions should be reasonable in light of market practice.
Outside directors should be compensated in a manner that does not risk compromising their independence or
aligning their interests too closely with those of the management, whom they are charged with overseeing.
Social, ethical, and environmental issues
Our fiduciary duty to clients is to protect and enhance their economic interest in the companies in which we invest
on their behalf. It is within this context that we undertake our corporate governance activities. We believe that
well-managed companies will deal effectively with the social, ethical and environmental (SEE) aspects of their
businesses.
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BlackRock expects companies to identify and report on the key, business-specific SEE risks and opportunities and to
explain how these are managed. This explanation should make clear how the approach taken by the company best
serves the interests of shareholders and protects and enhances the long-term economic value of the company. The
key performance indicators in relation to SEE matters should also be disclosed and performance against them
discussed, along with any peer group benchmarking and verification processes in place. This helps shareholders
assess how well management are dealing with the SEE aspects of the business. Any global standards adopted
should also be disclosed and discussed in this context.
We may vote against the election of directors where we have concerns that a company might not be dealing with
SEE issues appropriately. Sometimes we may reflect such concerns by supporting a shareholder proposal on the
issue, where there seems to be either a significant potential threat or realized harm to shareholders’ interests caused
by poor management of SEE matters. In deciding our course of action, we will assess whether the company has
already taken sufficient steps to address the concern and whether there is a clear and substantial economic
disadvantage to the company if the issue is not addressed.
More commonly, given that these are often not voting issues, we will engage directly with the board or management.
The trigger for engagement on a particular SEE concern is our assessment that there is potential for material
economic ramifications for shareholders.
We do not see it as our role to make social, ethical or political judgments on behalf of clients. We expect investee
companies to comply, at a minimum, with the laws and regulations of the jurisdictions in which they operate. They
should explain how they manage situations where such laws or regulations are contradictory or ambiguous.
General corporate governance matters
BlackRock believes that shareholders have a right to timely and detailed information on the financial performance
and situation of the companies in which they invest. In addition, companies should also publish information on the
governance structures in place and the rights of shareholders to influence these. The reporting and disclosure
provided by companies forms the basis on which shareholders can assess the extent to which the economic interests
of shareholders have been protected and enhanced and the quality of the board’s oversight of management.
BlackRock considers as fundamental, shareholders’ rights to vote, including on changes to governance mechanisms,
to submit proposals to the shareholders’ meeting and to call special meetings of shareholders.
BlackRock’s oversight of its corporate governance activities
Oversight
BlackRock holds itself to a very high standard in its corporate governance activities, including in relation to
executing proxy votes. This function is executed by a team of dedicated BlackRock employees without sales
responsibilities (the “Corporate Governance Group”), which reports to the equity portfolio management business
and is considered an investment function. BlackRock maintains regional oversight committees (“Corporate
Governance Committees”) for the Americas, Europe, Asia ex-Japan, Japan, and Australia/New Zealand, consisting
of senior BlackRock investment professionals. All of the regional Corporate Governance Committees report to a
Global Corporate Governance Committee which is composed of the Chair and Vice-Chair of each regional
Corporate Governance Committee. The Corporate Governance Committees review and approve amendments to the
BlackRock Guidelines and grant authority to the Global Head of Corporate Governance (“Global Head”), a
dedicated BlackRock employee without sales responsibilities, to vote in accordance with the Guidelines. The
Global Head leads the Corporate Governance Group to carry out engagement, voting and vote operations in a
manner consistent with the relevant Corporate Governance Committee’s mandate. The Corporate Governance
Group engages companies in conjunction with the portfolio managers in discussions of significant governance
issues, conducts research on corporate governance issues and participates in industry discussions to keep abreast of
the field of corporate governance. The Corporate Governance Group, or vendors overseen by the Corporate
Governance Group, also monitor upcoming proxy votes, execute proxy votes and maintain records of votes cast.
The Corporate Governance Group may refer complicated or particularly controversial matters or discussions to the
appropriate investors and/or regional Corporate Governance Committees for their review, discussion and guidance
prior to making a voting decision. The Corporate Governance Committees likewise retain the authority to, among
other things, deliberate or otherwise act directly on specific proxies as they deem appropriate. BlackRock’s Equity
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Investment Portfolio Oversight Committee (EIPOC) oversees certain aspects of the Global Corporate Governance
Committee and the Corporate Governance Group’s activities.
Vote execution
BlackRock carefully considers proxies submitted to funds and other fiduciary accounts (“Funds”) for which it has
voting authority. BlackRock votes (or refrains from voting) proxies for each Fund for which it has voting authority
based on BlackRock’s evaluation of the best long-term economic interests of shareholders, in the exercise of its
independent business judgment, and without regard to the relationship of the issuer of the proxy (or any dissident
shareholder) to the Fund, the Fund’s affiliates (if any), BlackRock or BlackRock’s affiliates.
When exercising voting rights, BlackRock will normally vote on specific proxy issues in accordance with its proxy
voting guidelines (“Guidelines”) for the relevant market. The Guidelines are reviewed regularly and are amended
consistent with changes in the local market practice, as developments in corporate governance occur, or as otherwise
deemed advisable by BlackRock’s Corporate Governance Committees. The Corporate Governance Committees
may, in the exercise of their business judgment, conclude that the Guidelines do not cover the specific matter upon
which a proxy vote is requested or that an exception to the Guidelines would be in the best long-term economic
interests of BlackRock’s clients.
In certain markets, proxy voting involves logistical issues which can affect BlackRock’s ability to vote such proxies,
as well as the desirability of voting such proxies. These issues include but are not limited to: (i) untimely notice of
shareholder meetings; (ii) restrictions on a foreigner’s ability to exercise votes; (iii) requirements to vote proxies in
person; (iv) “shareblocking” (requirements that investors who exercise their voting rights surrender the right to
dispose of their holdings for some specified period in proximity to the shareholder meeting); (v) potential difficulties
in translating the proxy; and (vi) requirements to provide local agents with unrestricted powers of attorney to
facilitate voting instructions. We are not supportive of impediments to the exercise of voting rights such as
shareblocking or overly burdensome administrative requirements.
As a consequence, BlackRock votes proxies in these markets only on a “best-efforts” basis. In addition, the
Corporate Governance Committees may determine that it is generally in the best interests of BlackRock clients not
to vote proxies of companies in certain countries if the committee determines that the costs (including but not
limited to opportunity costs associated with shareblocking constraints) associated with exercising a vote are
expected to outweigh the benefit the client will derive by voting on the issuer’s proposal.
While it is expected that BlackRock, as a fiduciary, will generally seek to vote proxies over which BlackRock
exercises voting authority in a uniform manner for all BlackRock clients, the relevant Corporate Governance
Committee, in conjunction with the portfolio manager of an account, may determine that the specific circumstances
of such an account require that such account’s proxies be voted differently due to such account’s investment
objective or other factors that differentiate it from other accounts. In addition, BlackRock believes portfolio
managers may from time to time legitimately reach differing but equally valid views, as fiduciaries for their funds
and the client assets in those funds, on how best to maximize economic value in respect of a particular investment.
Accordingly, portfolio managers retain full discretion to vote the shares in the funds they manage based on their
analysis of the economic impact of a particular ballot item.
Conflicts management
BlackRock maintains policies and procedures that are designed to prevent undue influence on BlackRock’s proxy
voting activity that might stem from any relationship between the issuer of a proxy (or any dissident shareholder)
and BlackRock, BlackRock’s affiliates, a Fund or a Fund’s affiliates. Some of the steps BlackRock has taken to
prevent conflicts include, but are not limited to:
►

BlackRock has adopted a proxy voting oversight structure whereby the Corporate Governance Committees
oversee the voting decisions and other activities of the Corporate Governance Group, and particularly its
activities with respect to voting in the relevant region of each Corporate Governance Committee’s jurisdiction.

►

The Corporate Governance Committees have adopted Guidelines for each region, which set forth the firm’s
views with respect to certain corporate governance and other issues that typically arise in the proxy voting
context. The Corporate Governance Committees reserve the right to review voting decisions at any time and to
make voting decisions as necessary to ensure the independence and integrity of the voting process. In addition,
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the Corporate Governance Committees receive periodic reports regarding the specific votes cast by the Corporate
Governance Group and regular updates on material process issues, procedural changes and other matters of
concern to the Corporate Governance Committees.
►

BlackRock’s Global Corporate Governance Committee oversees the Global Head, the Corporate Governance
Group and the Corporate Governance Committees. The Global Corporate Governance Committee conducts a
review, at least annually, of the proxy voting process to ensure compliance with BlackRock’s risk policies and
procedures.

►

BlackRock maintains a reporting structure that separates the Global Head and Corporate Governance Group from
employees with sales responsibilities. In addition, BlackRock maintains procedures to ensure that all
engagements with corporate issuers or dissident shareholders are managed consistently and without regard to
BlackRock’s relationship with the issuer of the proxy or dissident shareholder. Within the normal course of
business, the Global Head or Corporate Governance Group may engage directly with BlackRock clients, and
with employees with sales responsibilities, in discussions regarding general corporate governance policy matters,
and to otherwise ensure proxy-related client service levels are met. The Global Head or Corporate Governance
Group does not discuss any specific voting matter with a client prior to the disclosure of the vote decision to all
applicable clients after the shareholder meeting has taken place, except if the client is acting in the capacity as
issuer of the proxy or dissident shareholder and is engaging through the established procedures independent of
the client relationship.

►

In certain instances, BlackRock may determine to engage an independent fiduciary to vote proxies as a further
safeguard to avoid potential conflicts of interest or as otherwise required by applicable law. The independent
fiduciary may either vote such proxies, or provide BlackRock with instructions as to how to vote such proxies. In
the latter case, BlackRock votes the proxy in accordance with the independent fiduciary’s determination. Use of
an independent fiduciary has been adopted for voting the proxies related to any company that is affiliated with
BlackRock, or any company that includes BlackRock employees on its board of directors.

With regard to the relationship between securities lending and proxy voting, BlackRock’s approach is driven by our
clients’ economic interests. The evaluation of the economic desirability of recalling loans involves balancing the
revenue producing value of loans against the likely economic value of casting votes. Based on our evaluation of this
relationship, we believe that generally the likely economic value of casting most votes is less than the securities
lending income, either because the votes will not have significant economic consequences or because the outcome of
the vote would not be affected by BlackRock recalling loaned securities in order to ensure they are voted.
Periodically, BlackRock analyzes the process and benefits of voting proxies for securities on loan, and will consider
whether any modification of its proxy voting policies or procedures is necessary in light of future conditions. In
addition, BlackRock may in its discretion determine that the value of voting outweighs the cost of recalling shares,
and thus recall shares to vote in that instance.
Voting guidelines
The attached issue-specific voting Guidelines for each region/country in which we vote are intended to summarize
BlackRock’s general philosophy and approach to issues that may commonly arise in the proxy voting context in
each market where we invest. These Guidelines are not intended to be exhaustive. BlackRock applies the
Guidelines on a case-by-case basis, in the context of the individual circumstances of each company and the specific
issue under review. As such, these Guidelines do not provide a guide to how BlackRock will vote in every instance.
Rather, they share our view about corporate governance issues generally, and provide insight into how we typically
approach issues that commonly arise on corporate ballots.
Reporting
We report our proxy voting activity directly to clients and publically as required. In addition, we publish for clients
a more detailed discussion of our corporate governance activities, including engagement with companies and with
other relevant parties.
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BLACKROCK
PROXY VOTING GUIDELINES FOR U.S. SECURITIES
These guidelines should be read in conjunction with BlackRock’s Global Corporate Governance and
Engagement Principles – 2011.
Introduction
BlackRock, Inc. and its subsidiaries (collectively, “BlackRock”) seek to make proxy voting decisions in the manner
most likely to protect and promote the economic value of the securities held in client accounts. The following issuespecific proxy voting guidelines (the “Guidelines”) are intended to summarize BlackRock’s general philosophy and
approach to issues that may commonly arise in the proxy voting context for U.S. Securities. These Guidelines are
not intended to limit the analysis of individual issues at specific companies and are not intended to provide a guide
to how BlackRock will vote in every instance. Rather, they share our view about corporate governance issues
generally, and provide insight into how we typically approach issues that commonly arise on corporate ballots.
They are applied with discretion, taking into consideration the range of issues and facts specific to the company and
the individual ballot item.
Voting guidelines
These guidelines are divided into six key themes which group together the issues that frequently appear on the
agenda of annual and extraordinary meetings of shareholders.
The six key themes are:
►

Boards and directors

►

Auditors and audit-related issues

►

Capital structure, mergers, asset sales and other special transactions

►

Remuneration and benefits

►

Social, ethical and environmental issues

►

General corporate governance matters

Boards and directors
Director elections
BlackRock generally supports board nominees in most uncontested elections. BlackRock may withhold votes from
certain directors on the board or members of particular board committees (or prior members, as the case may be) in
certain situations, including, but not limited to:
►

The independent chair or lead independent director and members of the governance committee, where a board
fails to implement shareholder proposals that receive a majority of votes cast at a prior shareholder meeting, and
the proposals, in our view, have a direct and substantial impact on shareholders’ fundamental rights or long-term
economic interests.

►

The independent chair or lead independent director and members of the governance committee, where a board
implements or renews a poison pill without seeking shareholder approval beforehand or within a reasonable
period of time after implementation.

►

An insider or affiliated outsider who sits on the board’s audit, compensation, nominating or governance
committees, which we believe generally should be entirely independent. However, BlackRock will examine a
board’s complete profile when questions of independence arise prior to casting a withhold vote for any director.
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For controlled companies, as defined by the U.S. stock exchanges, we will only vote against insiders or affiliates
who sit on the audit committee, but not other key committees.
►

Members of the audit committee during a period when the board failed to facilitate quality, independent auditing,
for example, if substantial accounting irregularities suggest insufficient oversight by that committee.

►

Members of the audit committee during a period in which we believe the company has aggressively accounted
for its equity compensation plans.

►

Members of the compensation committee during a period in which executive compensation appears excessive
relative to performance and peers, and where we believe the compensation committee has not already
substantially addressed this issue.

►

Members of the compensation committee where the company has repriced options without contemporaneous
shareholder approval.

►

The chair of the nominating committee, or where no chair exists, the nominating committee member with the
longest tenure, where board member(s) at the most recent election of directors have received withhold votes from
more than 30% of shares voting and the board has not taken appropriate action to respond to shareholder
concerns. This may not apply in cases where BlackRock did not support the initial withhold vote.

►

The chair of the nominating committee, or where no chair exists, the nominating committee member with the
longest tenure, where the board is not composed of a majority of independent directors. However, this would not
apply in the case of a controlled company.

►

Where BlackRock obtains evidence that casts significant doubt on a director’s qualifications or ability to
represent shareholders.

►

Where it appears the director has acted (at the company or at other companies) in a manner that compromises his
or her reliability in representing the best long-term economic interests of shareholders.

►

Where a director has a pattern over a period of years of attending less than 75% of combined board and
applicable key committee meetings.

►

Where a director has committed himself or herself to service on a large number of boards, such that we deem it
unlikely that the director will be able to commit sufficient focus and time to a particular company (commonly
referred to as “over-boarding”). While each situation will be reviewed on a case-by-case basis, BlackRock is
most likely to withhold votes for over-boarding where a director is: 1) serving on more than four public
company boards; or 2) is a chief executive officer at a public company and is serving on more than two public
company boards in addition to the board of the company where they serve as chief executive officer.

If a board maintains a classified structure, it is possible that the director(s) with whom we have a particular concern
may not be subject to election in the year that the concern arises. In such situations, if we have a concern regarding
a committee or committee chair, we generally register our concern by withholding votes from all members of the
relevant committee who are subject to election that year.
Director independence
We expect that a board should be majority independent. We believe that an independent board faces fewer conflicts
and is best prepared to protect shareholder interests. Common impediments to independence in the U.S. include but
are not limited to:
►

Employment by the company or a subsidiary as a senior executive within the previous five years

►

Status as a founder of the company

►

Substantial business or personal relationships with the company or the company’s senior executives

►

Family relationships with senior executives of the company

►

An equity ownership in the company in excess of 20%
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Age limits / term limits
We typically oppose limits on the pool of directors from which shareholders can choose their representatives,
especially where those limits are arbitrary or unrelated to the specific performance or experience of the director in
question.
Board size
We generally defer to the board in setting the appropriate size. We believe directors are generally in the best
position to assess what size is optimal to ensure a board’s effectiveness. However, we may oppose boards that
appear too small to allow for effective shareholder representation or too large to function efficiently.
Classified board of directors/staggered terms
A classified board of directors is one that is divided into classes (generally three), each of which is elected on a
staggered schedule (generally for three years). At each annual meeting, only a single class of directors is subject to
reelection (generally one-third of the entire board).
We believe that classification of the board dilutes shareholders’ right to evaluate promptly a board’s performance
and limits shareholder selection of their representatives. By not having the mechanism to immediately address
concerns we may have with any specific director, we may be required to register our concerns through our vote on
the directors who are subject to election that year (see “Director elections” for additional detail). Furthermore,
where boards are classified, director entrenchment is more likely, because review of board service generally only
occurs every three years. Therefore, we typically vote against classification and for proposals to eliminate board
classification.
Contested director elections
Most director elections are not competitive, but shareholders are sometimes presented with competing slates of
director candidates. Generally, such proxy contests are the result of a shareholder (or group of shareholders) seeking
to change the company’s strategy or address failures in the board’s oversight of management. The details of proxy
contests are assessed on a case-by-case basis. We evaluate a number of factors, which may include, but are not
limited to: the qualifications of the dissident and management candidates; the validity of the concerns identified by
the dissident; the viability of both the dissident’s and management’s plans; the likelihood that the dissident’s
solutions will produce the desired change; and whether the dissidents represent the best option for enhancing long
term shareholder value.
Cumulative voting for directors
Cumulative voting allocates one vote for each share of stock held, times the number of directors subject to election.
A shareholder may cumulate his/her votes and cast all of them in favor of a single candidate, or split them among
any combination of candidates. By making it possible to use their cumulated votes to elect at least one board
member, cumulative voting is typically a mechanism through which minority shareholders attempt to secure board
representation.
We typically oppose proposals that further the candidacy of minority shareholders whose interests do not coincide
with our fiduciary responsibility. We may support cumulative voting proposals at companies where the board is not
majority independent. We may support cumulative voting at companies that have a controlling shareholder.
Director compensation and equity programs
We believe that compensation for independent directors should be structured to align the interests of the directors
with those of shareholders, whom the directors have been elected to represent. We believe that independent director
compensation packages based on the company’s long-term performance and that include some form of long-term
equity compensation are more likely to meet this goal; therefore, we typically support proposals to provide such
compensation packages. However, we will generally oppose shareholder proposals requiring directors to own a
minimum amount of company stock, as we believe that companies should maintain flexibility in administering
compensation and equity programs for independent directors, given each company’s and director’s unique
circumstances. As discussed in further detail under the heading “Equity compensation plans” below, we believe that
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companies should prohibit directors from engaging in transactions with respect to their long term compensation that
might disrupt the intended economic alignment between equity plan beneficiaries and shareholders.
Indemnification of directors and officers
We generally support reasonable but balanced protection of directors and officers. We believe that failure to
provide protection to directors and officers might severely limit a company’s ability to attract and retain competent
leadership. We generally support proposals to provide indemnification that is limited to coverage of legal expenses.
However, we may oppose proposals that provide indemnity for: breaches of the duty of loyalty; transactions from
which a director derives an improper personal benefit; and actions or omissions not in good faith or those that
involve intentional misconduct.
Majority vote requirements
BlackRock generally supports proposals seeking to require director election by majority vote. Majority voting
standards assist in ensuring that directors who are not broadly supported by shareholders are not elected to serve as
their representatives. We note that majority voting is not appropriate in all circumstances, for example, in the
context of a contested election. We also recognize that some companies with a plurality voting standard have
adopted a resignation policy for directors who do not receive support from at least a majority of votes cast, and we
believe that such a requirement can be generally equivalent to a majority voting regime. Where we believe that the
company already has a sufficiently robust majority voting process in place, we may not support a shareholder
proposal seeking an alternative mechanism.
Separation of chairman and CEO positions
We believe that independent leadership is important in the board room. In the US there are two commonly accepted
structures for independent board leadership: 1) an independent chairman; or 2) a lead independent director. We
generally consider the designation of a lead independent director as an acceptable alternative to an independent chair
if the lead independent director has a term of at least one year and has powers to: 1) set board meeting agendas; 2)
call meetings of the independent directors; and 3) preside at meetings of independent directors. Where a company
does not have a lead independent director that meets these criteria, we generally support the separation of chairman
and CEO.
Shareholder access to the proxy
We believe that long-term shareholders should have the opportunity, when necessary and under reasonable
conditions, to nominate individuals to stand for election to the boards of the companies they own and to have those
nominees included on the company’s proxy card. This right is commonly referred to as “proxy access”. In our
view, securing a right of shareholders to nominate directors without engaging in a control contest can enhance
shareholders’ ability to participate meaningfully in the director election process, stimulate board attention to
shareholder interests, and provide shareholders an effective means of directing that attention where it is lacking.
Given the complexity of structuring an appropriate proxy access mechanism and the brevity required of shareholder
proposals, we generally expect that a shareholder proposal to adopt proxy access will describe general parameters
for the mechanism, while providing the board with flexibility to design a process that is appropriate in light of the
company’s specific circumstances. Proxy access mechanisms should provide shareholders with assurances that the
mechanism will not be subject to abuse by short term investors, investors without a substantial investment in the
company, or investors seeking to take control of the board. We will review proposals regarding the adoption of
proxy access on a case-by-case basis in light of the specific terms of the proposal and the circumstances of the
company.
Auditors and audit-related issues
BlackRock recognizes the critical importance of financial statements that provide a complete and accurate portrayal
of a company’s financial condition. Consistent with our approach to voting on boards of directors, we seek to hold
the audit committee of the board responsible for overseeing the management of the audit function at a company, and
may withhold votes from the audit committee’s members where the board has failed to facilitate quality,
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independent auditing. We take particular note of cases involving significant financial restatements or material
weakness disclosures.
The integrity of financial statements depends on the auditor effectively fulfilling its role. To that end, we favor an
independent auditor. In addition, to the extent that an auditor fails to reasonably identify and address issues that
eventually lead to a significant financial restatement, or the audit firm has violated standards of practice that protect
the interests of shareholders, we may also vote against ratification.
From time to time, shareholder proposals may be presented to promote auditor independence or the rotation of audit
firms. We may support these proposals when they are consistent with our views as described above.
Capital structure proposals
Blank check preferred
We frequently oppose proposals requesting authorization of a class of preferred stock with unspecified voting,
conversion, dividend distribution and other rights (“blank check” preferred stock) because they may serve as a
transfer of authority from shareholders to the board and a possible entrenchment device. We generally view the
board’s discretion to establish voting rights on a when-issued basis as a potential anti-takeover device, as it affords
the board the ability to place a block of stock with an investor sympathetic to management, thereby foiling a
takeover bid without a shareholder vote. Nonetheless, where the company appears to have a legitimate financing
motive for requesting blank check authority, has committed publicly that blank check preferred shares will not be
used for anti-takeover purposes, has a history of using blank check preferred stock for financings, or has blank check
preferred stock previously outstanding such that an increase would not necessarily provide further anti-takeover
protection but may provide greater financing flexibility, we may support the proposal.
Equal voting rights
BlackRock supports the concept of equal voting rights for all shareholders. Some management proposals request
authorization to allow a class of common stock to have superior voting rights over the existing common or to allow
a class of common to elect a majority of the board. We oppose such differential voting power as it may have the
effect of denying shareholders the opportunity to vote on matters of critical economic importance to them.
However, when a shareholder proposal requests to eliminate an existing dual-class voting structure, we seek to
determine whether this action is warranted at that company at that time, and whether the cost of restructuring will
have a clear economic benefit to shareholders. We evaluate these proposals on a case-by-case basis, and we
consider the level and nature of control associated with the dual-class voting structure as well as the company’s
history of responsiveness to shareholders in determining whether support of such a measure is appropriate.
Increase in authorized common shares
BlackRock considers industry specific norms in our analysis of these proposals, as well as a company’s history with
respect to the use of its common shares. Generally, we are predisposed to support a company if the board believes
additional common shares are necessary to carry out the firm’s business. The most substantial concern we might
have with an increase is the possibility of use of common shares to fund a poison pill plan that is not in the economic
interests of shareholders.
Increase or issuance of preferred stock
These proposals generally request either authorization of a class of preferred stock or an increase in previously
authorized preferred stock. Preferred stock may be used to provide management with the flexibility to consummate
beneficial acquisitions, combinations or financings on terms not necessarily available via other means of financing.
We generally support these proposals in cases where the company specifies the voting, dividend, conversion and
other rights of such stock where the terms of the preferred stock appear reasonable.
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Stock splits and reverse stock splits
We generally support stock splits that are not likely to negatively affect the ability to trade shares or the economic
value of a share. We generally support reverse splits that are designed to avoid delisting or to facilitate trading in
the stock, where the reverse split will not have a negative impact on share value (e.g. one class is reduced while
others remain at pre-split levels). In the event of a proposal to reverse split that would not also proportionately
reduce the company’s authorized stock, we apply the same analysis we would use for a proposal to increase
authorized stock.
Mergers, asset sales, and other special transactions
In reviewing merger and asset sale proposals, BlackRock’s primary concern is the best long-term economic interests
of shareholders. While these proposals vary widely in scope and substance, we closely examine certain salient
features in our analyses. The varied nature of these proposals ensures that the following list will be incomplete.
However, the key factors that we typically evaluate in considering these proposals include:
►

For mergers and asset sales, we assess the degree to which the proposed transaction represents a premium to the
company’s trading price. In order to filter out the effects of pre-merger news leaks on the parties’ share prices,
we consider a share price from multiple time periods prior to the date of the merger announcement. In most
cases, business combinations should provide a premium. We may consider comparable transaction analyses
provided by the parties’ financial advisors and our own valuation assessments. For companies facing insolvency
or bankruptcy, a premium may not apply.

►

There should be a favorable business reason for the combination.

►

Unanimous board approval and arm’s-length negotiations are preferred. We will consider whether the
transaction involves a dissenting board or does not appear to be the result of an arm’s-length bidding process.
We may also consider whether executive and/or board members’ financial interests in a given transaction appear
likely to affect their ability to place shareholders’ interests before their own.

►

We prefer transaction proposals that include the fairness opinion of a reputable financial advisor assessing the
value of the transaction to shareholders in comparison to recent similar transactions.

Poison pill plans
Also known as Shareholder Rights Plans, these plans generally involve issuance of call options to purchase
securities in a target firm on favorable terms. The options are exercisable only under certain circumstances, usually
accumulation of a specified percentage of shares in a relevant company or launch of a hostile tender offer. These
plans are often adopted by the board without being subject to shareholder vote.
Poison pill proposals generally appear on the proxy as shareholder proposals requesting that existing plans be put to
a vote. This vote is typically advisory and therefore non-binding. We generally vote in favor of shareholder
proposals to rescind poison pills.
Where a poison pill is put to a shareholder vote, our policy is to examine these plans individually. Although we
oppose most plans, we may support plans that include a reasonable ‘qualifying offer clause.’ Such clauses typically
require shareholder ratification of the pill, and stipulate a sunset provision whereby the pill expires unless it is
renewed. These clauses also tend to specify that an all cash bid for all shares that includes a fairness opinion and
evidence of financing does not trigger the pill, but forces either a special meeting at which the offer is put to a
shareholder vote, or the board to seek the written consent of shareholders where shareholders could rescind the pill
in their discretion. We may also support a pill where it is the only effective method for protecting tax or other
economic benefits that may be associated with limiting the ownership changes of individual shareholders.
Reimbursement of expenses for successful shareholder campaigns
Proxy contests and other public campaigns can be valuable mechanisms for holding boards of underperforming
companies accountable to their shareholders. However, these campaigns can also lead to unwarranted cost and
distraction for boards and management teams, and may be imposed by investors whose interests are not aligned with
other investors. Therefore, we generally do not support proposals seeking the reimbursement of proxy contest
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expenses, even in situations where we support the shareholder campaign, as we believe that introducing the
possibility of such reimbursement may incentivize disruptive and unnecessary shareholder campaigns.
Remuneration and benefits
We note that there are both management and shareholder proposals related to executive compensation that appear on
corporate ballots. We generally vote on these proposals as described below, except that we typically oppose
shareholder proposals on issues where the company already has a reasonable policy in place that we believe is
sufficient to address the issue. We may also oppose a shareholder proposal regarding executive compensation if the
company’s history suggests that the issue raised is not likely to present a problem for that company.
Advisory resolutions on executive compensation (“Say on Pay”)
In cases where there is a Say on Pay vote, BlackRock will respond to the proposal as informed by our evaluation of
compensation practices at that particular company, and in a manner that appropriately addresses the specific
question posed to shareholders. We believe that compensation committees are in the best position to make
compensation decisions and should maintain significant flexibility in administering compensation programs, given
their knowledge of the wealth profiles of the executives they seek to incentivize, the appropriate performance
measures for the company, and other issues internal and/or unique to the company. We also believe that
shareholders can express concern regarding executive compensation practices through their vote on directors, and
our preferred approach to managing pay-for-performance disconnects is via a withhold vote for the compensation
committee. As a result, our Say on Pay vote is likely to correspond with our vote on the directors who are
compensation committee members responsible for making compensation decisions.
Advisory votes on the frequency of Say on Pay resolutions (“Say When on Pay”)
BlackRock will generally opt for a triennial vote on Say on Pay. We believe that shareholders should undertake an
annual review of executive compensation and express their concerns through their vote on the members of the
compensation committee. As a result, it is generally not necessary to hold a Say on Pay vote on an annual basis, as
the Say on Pay vote merely supplements the shareholder’s vote on Compensation Committee members. However,
we may support annual Say on Pay votes in some situations, for example, where we conclude that a company has
failed to align pay with performance.
Claw back proposals
Claw back proposals are generally shareholder sponsored and seek recoupment of bonuses paid to senior executives
if those bonuses were based on financial results that are later restated. We generally favor recoupment from any
senior executive whose compensation was based on faulty financial reporting, regardless of that particular
executive’s role in the faulty reporting. We typically support these proposals unless the company already has a
robust claw back policy that sufficiently addresses our concerns.
Employee stock purchase plans
An employee stock purchase plan (“ESPP”) gives the issuer’s employees the opportunity to purchase stock in the
issuer, typically at a discount to market value. We believe these plans can provide performance incentives and help
align employees’ interests with those of shareholders. The most common form of ESPP qualifies for favorable tax
treatment under Section 423 of the Internal Revenue Code. Section 423 plans must permit all full-time employees to
participate, carry restrictions on the maximum number of shares that can be purchased, carry an exercise price of at
least 85 percent of fair market value on grant date with offering periods of 27 months or less, and be approved by
shareholders. We will typically support qualified ESPP proposals.
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Equity compensation plans
BlackRock supports equity plans that align the economic interests of directors, managers and other employees with
those of shareholders. We believe that boards should establish policies prohibiting use of equity awards in a manner
that could disrupt the intended alignment with shareholder interests, for example: use of the stock as collateral for a
loan; use of the stock in a margin account; use of the stock (or an unvested award) in hedging or derivative
transactions. We may support shareholder proposals requesting the board to establish such policies.
Our evaluation of equity compensation plans in a post-expensing environment is based on a company’s executive
pay and performance relative to peers and whether the plan plays a significant role in a pay-for-performance
disconnect. We generally oppose plans that contain “evergreen” provisions allowing for the ongoing increase of
shares reserved without shareholder approval. We also generally oppose plans that allow for repricing without
shareholder approval. We may also oppose plans that provide for the acceleration of vesting of equity awards even
in situations where an actual change of control may not occur. Finally, we may oppose plans where we believe that
the company is aggressively accounting for the equity delivered through their stock plans.
Golden parachutes
Golden parachutes provide for compensation to management in the event of a change in control. We generally view
golden parachutes as encouragement to management to consider transactions that might be beneficial to
shareholders. However, a large potential payout under a golden parachute arrangement also presents the risk of
motivating a management team to support a sub-optimal sale price for a company.
We may support shareholder proposals requesting that implementation of such arrangements require shareholder
approval. We generally support proposals requiring shareholder approval of plans that exceed 2.99 times an
executive’s current compensation.
When determining whether to support or oppose an advisory vote on a golden parachute plan (“Say on Golden
Parachutes”), we normally support the plan unless it appears to result in payments that are excessive or detrimental
to shareholders. In evaluating golden parachute plans, BlackRock may consider several factors, including:
•

whether we believe that the triggering event is in the best interest of shareholders;

•

an evaluation of whether management attempted to maximize shareholder value in the triggering event;

•

the percentage of total transaction value that will be transferred to the management team, rather than
shareholders, as a result of the golden parachute payment;

•

whether excessively large excise tax gross up payments are part of the payout;

•

whether the pay package that serves as the basis for calculating the golden parachute payment was
reasonable in light of performance and peers; and/or

•

whether the golden parachute payment will have the effect of rewarding a management team that has
failed to effectively manage the company.

It may be difficult to anticipate the results of a plan until after it has been triggered; as a result, BlackRock may
vote against a Say on Golden Parachute proposal even if the golden parachute plan under review was approved
by shareholders when it was implemented.
Option exchanges
BlackRock may support a request to exchange underwater options under the following circumstances: the company
has experienced significant stock price decline as a result of macroeconomic trends, not individual company
performance; directors and executive officers are excluded; the exchange is value neutral or value creative to
shareholders; and there is clear evidence that absent repricing the company will suffer serious employee incentive or
retention and recruiting problems. BlackRock may also support a request to exchange underwater options in other
circumstances, if we determine that the exchange is in the best interest of shareholders.
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Pay-for-Performance plans
In order for executive compensation exceeding $1 million to qualify for federal tax deductions, the Omnibus Budget
Reconciliation Act (OBRA) requires companies to link that compensation, for the Company’s top five executives, to
disclosed performance goals and submit the plans for shareholder approval. The law further requires that a
compensation committee comprised solely of outside directors administer these plans. Because the primary
objective of these proposals is to preserve the deductibility of such compensation, we generally favor approval in
order to preserve net income.
Pay-for-Superior-Performance
These are typically shareholder proposals requesting that compensation committees adopt policies under which a
portion of equity compensation requires the achievement of performance goals as a prerequisite to vesting. We
generally believe these matters are best left to the compensation committee of the board and that shareholders should
not set executive compensation or dictate the terms thereof. We may support these proposals if we have a
substantial concern regarding the company’s compensation practices over a significant period of time, the proposals
are not overly prescriptive, and we believe the proposed approach is likely to lead to substantial improvement.
Supplemental executive retirement plans
BlackRock may support shareholder proposals requesting to put extraordinary benefits contained in Supplemental
Executive Retirement Plans (“SERP”) agreements to a shareholder vote unless the company’s executive pension
plans do not contain excessive benefits beyond what is offered under employee-wide plans.
Social, ethical and environmental issues
See “Global Corporate Governance and Engagement Principles.”
General corporate governance matters
Adjourn meeting to solicit additional votes
We generally support such proposals unless the agenda contains items that we judge to be detrimental to
shareholders’ best long-term economic interests.
Bundled proposals
We believe that shareholders should have the opportunity to review substantial governance changes individually
without having to accept bundled proposals. Where several measures are grouped into one proposal, BlackRock
may reject certain positive changes when linked with proposals that generally contradict or impede the rights and
economic interests of shareholders.
Confidential voting
Shareholders most often propose confidential voting as a means of eliminating undue management pressure on
shareholders regarding their vote on proxy issues. We generally support proposals to allow confidential voting.
However, we will usually support suspension of confidential voting during proxy contests where dissidents have
access to vote information and management may face an unfair disadvantage.
Corporate political activities
Portfolio companies may engage in certain political activities, within legal and regulatory limits, in order to
influence public policy consistent with the companies’ values and strategies, and thus serve shareholders’ best longterm economic interests. These activities can create risks, including: the potential for allegations of corruption; the
potential for reputational issues associated with a candidate, party or issue; and risks that arise from the complex
legal, regulatory and compliance considerations associated with corporate political activity. We believe that
companies which choose to engage in political activities should develop and maintain robust processes to guide
these activities and to mitigate risks, including a level of board oversight.
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When presented with shareholder proposals requesting increased disclosure on corporate political activities, we may
consider the political activities of that company and its peers, the existing level of disclosure, and our view regarding
the associated risks. We generally believe that it is the duty of boards and management to determine the appropriate
level of disclosure of all types of corporate activity, and we are generally not supportive of proposals that are overly
prescriptive in nature. We may determine to support a shareholder proposal requesting additional reporting of
corporate political activities where there seems to be either a significant potential threat or actual harm to
shareholders’ interests and where we believe the company has not already provided shareholders with sufficient
information to assess the company’s management of the risk.
Finally, we believe that it is not the role of shareholders to suggest or approve corporate political activities; therefore
we generally do not support proposals requesting a shareholder vote on political activities or expenditures.
Other business
We oppose giving companies our proxy to vote on matters where we are not given the opportunity to review and
understand those measures and carry out an appropriate level of shareholder oversight.
Reincorporation
Proposals to reincorporate from one state or country to another are most frequently motivated by considerations of
anti-takeover protections or cost savings. Where cost savings are the sole issue, we will typically favor
reincorporating. In all instances, we will evaluate the changes to shareholder protection under the new
charter/articles/by-laws to assess whether the move increases or decreases shareholder protections. Where we find
that shareholder protections are diminished, we will support reincorporation if we determine that the overall benefits
outweigh the diminished rights.
Shareholders’ right to act by written consent
In exceptional circumstances and with sufficiently broad support, shareholders should have the opportunity to raise
issues of substantial importance without having to wait for management to schedule a meeting. We therefore
believe that shareholders should have the right to solicit votes by written consent provided that: 1) there are
reasonable requirements to initiate the consent solicitation process in order to avoid the waste of corporate resources
in addressing narrowly supported interests; and 2) support from a minimum of 50% of outstanding shares is required
to effectuate the action by written consent. We may oppose shareholder proposals requesting the right to act by
written consent in cases where the proposal is structured for the benefit of a dominant shareholder to the exclusion
of others, or if the proposal is written to discourage the board from incorporating appropriate mechanisms to avoid
the waste of corporate resources when establishing a right to act by written consent. Additionally, we may oppose
shareholder proposals requesting the right to act by written consent if the company already provides a shareholder
right to call a special meeting that we believe offers shareholders a reasonable opportunity to raise issues of
substantial importance without having to wait for management to schedule a meeting.
Shareholders’ right to call a special meeting
In exceptional circumstances and with sufficiently broad support, shareholders should have the opportunity to raise
issues of substantial importance without having to wait for management to schedule a meeting. We therefore
believe that shareholders should have the right to call a special meeting in cases where a reasonably high proportion
of shareholders (typically a minimum of 15% but no higher than 25%) are required to agree to such a meeting before
it is called, in order to avoid the waste of corporate resources in addressing narrowly supported interests. However,
we may oppose this right in cases where the proposal is structured for the benefit of a dominant shareholder to the
exclusion of others. We generally believe that a right to act via written consent is not a sufficient alternative to the
right to call a special meeting.
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Simple majority voting
We generally favor a simple majority voting requirement to pass proposals. Therefore we will support the reduction
or the elimination of supermajority voting requirements to the extent that we determine shareholders’ ability to
protect their economic interests is improved. Nonetheless, in situations where there is a substantial or dominant
shareholder, supermajority voting may be protective of public shareholder interests and we may therefore support
supermajority requirements in those situations.
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