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Corporate Governance Policy & Voting Guidelines

I. JPMorgan Asset Management Global Proxy Voting
Procedures

A. Objective

As an investment adviser within JPMorgan Asset Management, each of the entities
listed on Exhibit A attached hereto (each referred to individually as a “JPMAM
Entity” and collectively as “JPMAM”) may be granted by its clients the authority to
vote the proxies of the securities held in client portfolios. In such cases, JPMAM's
objective is to vote proxies in the best interests of its clients. To further that
objective, JPMAM adopted these Procedures.

These Procedures incorporate detailed guidelines for voting proxies on specific
types of issues (the “Guidelines”). The Guidelines have been developed and
approved by the relevant Proxy Committee (as defined below) with the objective of
encouraging corporate action that enhancesshareholder value. Because proxy
proposals and individual company facts and circumstances may vary, JPMAM may
not always vote proxies in accordance with the Guidelines.

B. Proxy Committee

To oversee the proxy-voting process on an ongoing basis, a Proxy Committee has been
established for each global location where proxy-voting decisions are made. Each Proxy
Committee is composed of a Proxy Administrator (as defined below) and senior officers
from among the Investment, Legal, Compliance and Risk Management Departments. The
primary functions of each Proxy Committee are to periodically review general proxy-voting
matters: (1) to determine the independence of any third-party vendor which it has
delegated proxy voting responsibilities and to conclude that there are no conflicts of
interest that would prevent such vendor from providing such proxy voting services prior to
delegating proxy responsibilities; (2) review and approve the Guidelines annually; and (3)
provide advice and recommendations on general proxy-voting matters as well as on
specific voting issues to be implemented by the relevant JPMAM Entity. The Proxy
Committee may delegate certain of its responsibilities to subgroups composed of at least
3 Proxy Committee members. The Proxy Committee meets at least semi-annually, or
more frequently as circumstances dictate. The Global Head of Sustainable Investing is a
member of each regional committee and, working with the regional Proxy Administrators,
is charged with overall responsibility for JPMIM’s approach to governance issues
including proxy voting worldwide and coordinating regional proxy voting guidelines and
procedures in accordance with applicable regulations and best practices.

C. The Proxy Voting Process

JPMAM investment professionals monitor the corporate actions of the companies held in
their clients’ portfolios. To assist JPMAM investment professionals with public
companies’ proxy voting proposals, a JPMAM Entity may, but shall not be obligated to,
retain the services of an independent proxy voting service (“Independent Voting Service”).
The Independent Voting Service is assigned responsibility for various functions, which
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may include one or more of the following: coordinating with client custodians to ensure
that all proxy materials are processed in a timely fashion; providing JPMAM with a
comprehensive analysis of each proxy proposal and providing JPMAM with
recommendations on how to vote each proxy proposal based on the Guidelines or, where
no Guideline exists or where the Guidelines require a case-by-case analysis, on the
Independent Voting Service’s analysis; and executing the voting of the proxies in
accordance with Guidelines and its recommendation, except when a recommendation is
overridden by JPMAM, as described below. If those functions are not assigned to an
Independent Voting Service, they are performed or coordinated by a Proxy Administrator
(as defined below). The Proxy Voting Committee has adopted procedures to identify
significant proxies and to recall shares on loan.?

Situations often arise in which more than one JPMAM client invests in the same company
or in which a single client may invest in the same company but in multiple accounts. In
those situations, two or more clients, or one client with different accounts, may be
invested in strategies having different investment objectives, investment styles, or
portfolio managers. As a result, JPMAM may cast different votes on behalf of different
clients or on behalf of the same client with different accounts.

Each JPMAM Entity appoints a JPMAM professional to act as a proxy administrator
(“Proxy Administrator”) for each global location of such entity where proxy-voting
decisions are made. The Proxy Administrators are charged with oversight of these
Procedures and the entire proxy-voting process. Their duties, in the event an
Independent Voting Service is retained, include the following: evaluating the quality of
services provided by the Independent Voting Service; escalating proposals identified by
the Independent Voting Service as non-routine, but for which a Guideline exists
(including, but not limited to, compensation plans, anti-takeover proposals,
reincorporation, mergers, acquisitions and proxy-voting contests) to the attention of the
appropriate investment professionals and confirming the Independent Voting Service’s
recommendation with the appropriate JPMAM investment professional (documentation of
those confirmations will be retained by the appropriate Proxy Administrator); escalating
proposals identified by the Independent Voting Service as not being covered by the
Guidelines (including proposals requiring a case-by-case determination under the
Guidelines) to the appropriate investment professional and obtaining a recommendation
with respect thereto; reviewing recommendations of JPMAM investment professionals
with respect to proposals not covered by the Guidelines (including proposals requiring a
case-by-case determination under the Guidelines) or to override the Guidelines
(collectively, “Overrides”); referring investment considerations regarding Overrides to the
Proxy Committee, if necessary; determining, in the case of Overrides, whether a material
conflict, as described below, exists; escalating material conflicts to the Proxy Committee;
and maintaining the records required by these Procedures.

In the event investment professionals are charged with recommending how to vote the
proxies, the Proxy Administrator’s duties include the following: reviewing

1 The Proxy Voting Committee may determine: (a) not to recall securities on loan if, in its judgment, the negative consequences to
clients of recalling the loaned securities would outweigh the benefits of voting in the particular instance or (b) not to vote certain
foreign securities positions if, in its judgment, the expense and administrative inconvenience or other burdens outweigh the benefits to
clients of voting the securities.
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recommendations of investmentprofessionals with respect to Overrides; referring
investment considerations regarding such Overrides to the Proxy Committee, if
necessary; determining, in the case of such Overrides, whether a material conflict, as
described below, exists; escalating material conflicts to the Proxy Committee; and
maintaining the records required by these Procedures.

In the event a JPMAM investment professional makes a recommendation in
connection with an Override, the investment professional must provide the
appropriate Proxy Administrator with a written certification (“Certification”) which
shall contain an analysis supporting his or her recommendation and a
certification that he or she (A) received no communication in regard to the proxy
that would violate either the J.P. Morgan Chase (“JPMC”) Safequard Policy (as
defined below) or written policy on information barriers, or received any
communication in connection with the proxy solicitation or otherwise that would
suqggest the existence of an actual or potential conflict between JPMAM’S interests
and that of its clients and (B) was not aware of any personal or other relationship
that could present an actual or potential conflict of interest with the clients’
interests.

For certain commingled funds that are index replication portfolios, JPMAM is permitted in
certain instances to delegate its proxy voting authority in whole or in part to the
Independent Voting Service. This delegation may occur where JPMAM is restricted
under applicable laws from voting a particular security or to permit JPMAM to utilize
exemptions applicable to positions in bank or bank holding company stocks held in such
funds. Additionally, where securities are held only in certain passive index tracking
portfolios and not owned in our active accounts, the proxy may be voted in accordance
with the Independent Voting Service’s recommendation if JPMAM’s guidelines require
case by case determination. For separate accounts utilizing the Global Bank
Opportunities strategy, JPMAM will delegate its proxy voting to the Independent Voting
Service.

D. Material Conflicts of Interest

The U.S. Investment Advisers Act of 1940 requires that the proxy-voting procedures
adopted and implemented by a U.S. investment adviser include procedures that address
material conflicts of interest that may arise between the investment adviser’s interests and
those of its clients. To addresssuch material potential conflicts of interest, JPMAM relies
on certain policies and procedures. In order to maintain the integrity and independence
of JPMAM’s investment processes and decisions, including proxy-voting decisions, and to
protect JPMAM’s decisions from influences that could lead to a vote other than in its
clients’ best interests, JPMC (including JPMAM) adopted a Safeguard Policy, and
established formal informational barriers designed to restrict the flow of information from
JPMC's securities, lending, investment banking and other divisions to JPMAM investment
professionals. The information barriers include, where appropriate: computer firewalls;
the establishment of separate legal entities; and the physical separation of employees
from separate business divisions. Material conflicts of interest are further avoided by
voting in accordance with JPMAM’s predetermined Guidelines. When an Override
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occurs, any potential material conflict ofinterest that may exist is analyzed in the process
outlined in these Procedures.

Examples of such material conflicts of interest that could arise include circumstances in
which: (i) management of a JPMAM investment management client or prospective client,
distributor or prospective distributor of its investment management products, or critical
vendor, is soliciting proxies and failure to vote in favor of management may harm
JPMAM's relationship with such company and materially impact JPMAM's business; or (ii)
a personal relationship between a JPMAM officer and management of a company or
other proponent of a proxy proposal could impact JPMAM'’s voting decision.

A conflict is deemed to exist when the proxy is for JPMorgan Chase & Co. stock or for
J.P. Morgan Funds, or when the proxy administrator has actual knowledge indicating that
a JPMorgan affiliate is an investment banker or rendered a fairness opinion with respect
to the matter that is the subject of the proxy vote. When such conflicts are identified, the
proxy will be voted by an independent third party either in accordance with JPMorgan
proxy voting guidelines or by the third party using its own guidelines, provided, however,
that JPMAM investment professional(s) may request an exception to this process to vote
against a proposal rather than referring it to an independent third party (“Exception
Request”) where the Proxy Administrator has actual knowledge indicating that a
JPMorgan affiliate is an investment banker or rendered a fairness opinion with respect to
the matter that is the subject of a proxy vote. The Proxy Committee shall review the
Exception Request and shall determine whether JPMAM should vote against the proposal
or whether such proxy should still be referred to an independent third party due to the
potential for additional conflicts or otherwise.

E. Escalation of Material Conflicts of Interest

When an Override occurs, the investment professional must complete the Certification
and the Proxy Administrator will review the circumstances surrounding such Certification.
When a potential material conflict of interest has been identified, the Proxy Administrator,
and as necessary, a legal representative from the Proxy Committee will evaluate the
potential conflict and determine whether an actual material conflict of interest exists, and if
so, will recommend how the relevant JPMAM entity will vote the proxy. Sales and
marketing professionals will be precluded from participating in the decision-making
process.

Depending upon the nature of the material conflict of interest, JPMAM, in the course of
addressing the material conflict, may elect to take one or more of the following measures,
or other appropriate action: removing certain JPMAM personnel from the proxy voting
process; “walling off” personnel with knowledge of the material conflict to ensure that such
personnel do not influence the relevant proxy vote; voting in accordance with the
applicable Guidelines, if any, if the application of the Guidelines would objectively result in
the casting of a proxy vote in a predetermined manner; or deferring the vote to the
Independent Voting Service, if any, which will vote in accordance with its own
recommendation.

The resolution of all potential and actual material conflict issues will be documented in
order todemonstrate that JPMAM acted in the best interests of its clients.
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F. Recordkeeping

JPMAM is required to maintain in an easily accessible place for seven (7) years all
records relatingto the proxy voting process. Those records include the following:

e acopy of the JIPMAM Proxy Voting Procedures and Guidelines;
e acopy of each proxy statement received on behalf of JPMAM clients;
e arecord of each vote cast on behalf of JPMAM client holdings;

e acopy of all documents created by JPMAM personnel that were material to making a
decision on the voting of client securities or that memorialize the basis of the
decision;

e acopy of the documentation of all dialogue with issuers and JPMAM personnel
created by JPMAM personnel prior to the voting of client securities; and

e acopy of each written request by a client for information on how JPMAM voted
proxies on behalf of the client, as well as a copy of any written response by JPMAM
to any request by a JPMAM client for information on how JPMAM voted proxies on
behalf of our client.

It should be noted that JPMAM reserves the right to use the services of the Independent
VotingService to maintain certain required records in accordance with all applicable
regulations.

Exhibit A

JPMorgan Chase Bank, N.A.

J.P. Morgan Asset Management (UK) Limited

J.P. Morgan Investment Management Inc.

JF Asset Management Limited

J.P. Morgan Asset Management (Singapore) Limited
JF International Management Inc.

J.P. Morgan Private Investments, Inc.

Bear Stearns Asset Management
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[I. Proxy Voting Guidelines

JPMAM is a global asset management organization with the capabilities to invest in
securities of issuers located around the globe. Because the regulatory framework
and the business cultures and practices vary from region to region, our proxy
voting guidelines have been customized for each region to take into account such
variations.

JPMAM currently has four sets of proxy voting guidelines covering the regions of
(1) North America, (2) Europe, Middle East, Africa, Central America and South
America (3) Asia (ex-Japan) and (4) Japan, respectively. Notwithstanding the
variations among the guidelines, all of these guidelines have been designed with
the uniform objective of encouraging corporate action that enhances shareholder
value. As a general rule, in voting proxies of a particular security, each JPMAM
Entity will apply the guidelines of the region in which the issuer of such security is
organized.

In March 2007, JPMAM signed the Principles for Responsible Investment, an
initiative of the UN Secretary-General.
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A. North America
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1. Board of Directors

A. Uncontested Director Elections

Votes on director nominees should be made on a case-by-case (for) basis. Votes
generally will be WITHHELD from directors who:

1)

2)

3)

4)

5)

6)

7

8)

9)

10)

11)

attend less than 75 percent of the board and committee meetings without a
valid excuse for the absences

adopt or renew a poison pill without shareholder approval, does not commit
to putting it to shareholder vote within 12 months of adoption (or in the case
of an newly public company, do not commit to put the pill to a shareholder
vote within 12 months following the IPO), or reneges on a commitment to put
the pill to a vote, and has not yet received a withhold recommendation for
this issue.

are inside or affiliated outside directors and sit on the audit, compensation,
or nominating committees. For purposes of defining “affiliation” we will apply
either the NYSE listing rule for companies listed on that exchange or the
NASDAQ listing rule for all other companies.

ignore a shareholder proposal that is approved by a i) majority of the shares
outstanding, or ii) majority of the votes cast. The review period will be the
vote results over a consecutive two year time frame.

are inside or affiliated outside directors and the full board serves as the
audit, compensation, or nhominating committee or the company does not
have one of these committees

are insiders and affiliated outsiders on boards that are not at least majority
independent. In the case of a controlled company, vote case-by case on the
directors.

are CEOs of publicly-traded companies who serve on more than two public
boards (besides his or her own board) and all other directors who serve on
more than four public company boards.

are compensation committee members where there is a pay-for
performance disconnect for Russell 3000 companies. (See 9a — Stock-
Based Incentive Plans, last paragraph). WITHHOLD votes from
compensation committee members if the company does not submit one-time
transferable stock options to shareholders for approval.

are audit committee members in circumstances in which there is evidence
(such as audit reports or reports mandated under the Sarbanes Oxley Act)
that there exists material weaknesses in the company’s internal controls.

are compensation committee members who were present at the time of the
grant of backdated options or options the pricing or the timing of which we
believe may have been manipulated to provide additional benefits to
executives.

demonstrated history of poor performance or inadequate risk oversight.
10
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12) and/or committee members when the board adopts changes to the
company’s by-laws or charter without shareholder approval if the changes
materially diminish shareholder rights.

13) chair the board, are lead independent directors, or chair governance
committees of publicly traded companies where employees have departed
for significant violation of code of conduct without claw back of
compensation.

14) for newly public companies, vote case-by-case on directors as we believe
the company should have the appropriate time frame to mature and better its
governance structure and practices.

B. CEO Votes
Except as otherwise described above, we generally do not vote against a sitting CEO in
recognition of the impact the vote may have on the management of the company.

C. Proxy Access

Generally vote for shareholder proposals requesting companies to amend their by-laws in
order to facilitate shareholders’ ability to nominate candidates for directors as long as the
minimum threshold of share ownership is 3% (defined as either a single shareholder or
group of shareholders) and the minimum holding period of share ownership is 3 years.
Generally, we will oppose proposals which restrict share ownership thresholds to a single
shareholder.

We recognize the importance of shareholder access to the ballot process as one means
to ensure that boards do not become self-perpetuating and self-serving. We generally
support the board when they have adopted proxy access at a 3% / 3 year threshold either
through a majority supported shareholder ballot or by adopting the bylaw on its own
initiative. However, we are also aware that some proposals may promote certain interest
groups to the detriment of shareholders generally and could be disruptive to the
nomination process. Hence, we will generally vote against shareholder proposals which
seek to amend an existing proxy access by law unless the terms of the proxy access right
is unduly restrictive to shareholders.

2. Proxy Contests

A. Election of Directors
Votes in a contested election of directors must be evaluated on a case-by-case basis,
considering

the following factors: long-term financial performance of the subject company relative to
its industry; management’s track record; background to the proxy contest; qualifications of
director nominees (both slates); evaluation of what each side is offering shareholders as
well as the likelihood that the proposed objectives and goals can be met; and stock
ownership positions.

B. Reimburse Proxy Solicitation Expenses
Decisions to provide full reimbursement for dissidents waging a proxy contest should be
made on a case-by-case basis.

11
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3. Ratification of Auditors

Vote for proposals to ratify auditors, unless an auditor has a financial interest in or
association with the company, and is therefore not independent; or there is reason to
believe that the independent auditor has rendered an opinion that is neither accurate nor
indicative of the company’s financial position.

Generally vote against auditor ratification and withhold votes from Audit Committee
members if non-audit fees exceed audit fees.

Vote case-by-case on auditor Rotation Proposals: tenure of Audit Firm; establishment and
disclosure of a renewal process whereby the auditor is regularly evaluated for both audit
quality and competitive price; length of the rotation period advocated in the proposal;
significant audit related issues; and number of annual Audit Committee meetings held
and the number of financial experts that serve on the Audit Committee.

Generally vote against auditor indemnification and limitation of liability; however we
recognize there may be situations where indemnification and limitations on liability may
be appropriate.

4. Proxy Contest Defenses

A. Board Structure: Staggered vs. Annual Elections

Proposals regarding classified boards will be voted on a case-by-case basis. Classified
boards normally will be supported if the company’s governing documents contain each of
the following provisions:

e Majority of board composed of independent directors,
¢ Nominating committee composed solely of independent directors,

¢ Do not require more than a two-thirds shareholders’ vote to remove a director, revise
any bylaw or revise any classified board provision,

e Confidential voting (however, there may be a provision for suspending confidential
voting during proxy contests),

e Ability of shareholders to call special meeting or to act by written consent with 90
days’ notice,

e Absence of superior voting rights for one or more classes of stock,

o Board does not have the sole right to change the size of the board beyond a stated
range that been approved by shareholders, and

¢ Absence of shareholder rights plan that can only be removed by the incumbent
directors (dead-hand poison pill).

B. Shareholder Ability to Remove Directors
Vote against proposals that provide that directors may be removed only for cause.

Vote for proposals to restore shareholder ability to remove directors with or without
cause.

Vote against proposals that provide that only continuing directors may elect replacements
to fill board vacancies.

Vote for proposals that permit shareholders to elect directors to fill board vacancies.
12
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C. Cumulative Voting

Cumulative voting proposals will be voted on a case-by-case basis. If there are other
safeguards to ensure that shareholders have reasonable access and input into the
process of nominating and electing directors, cumulative voting is not essential.
Generally, a company’s governing documents must contain the following provisions for us
to vote against restoring or providing for cumulative voting:

e Annually elected board,
e Majority of board composed of independent directors,
¢ Nominating committee composed solely of independent directors,

e Confidential voting (however, there may be a provision for suspending confidential
voting during proxy contests),

o Ability of shareholders to call special meeting or to act by written consent with 90
days’ notice,

e Absence of superior voting rights for one or more classes of stock,

¢ Board does not have the sole right to change the size of the board beyond a stated
range that has been approved by shareholders, and

o Absence of shareholder rights plan that can only be removed by the incumbent
directors (dead-hand poison pill).

D. Shareholder Ability to Call Special Meeting

Vote against proposals to restrict or prohibit shareholder ability to call special meetings so
long as the ability to call special meetings requires the affirmative vote of less than 15% of
the shares outstanding. The ability to call special meetings enables shareholders to
remove directors or initiate a shareholder resolution without having to wait for the next
scheduled meeting, should require more than a de minimis number of shares to call the
meeting and subject the company to the expense of a shareholder meeting.

Vote for proposals that remove restrictions on the right of shareholders to act
independently of management.

E. Shareholder Ability to Act by Written Consent

We generally vote for proposals to restrict or prohibit shareholder ability to take action by
written consent. The requirement that all shareholders be given notice of a shareholders’
meeting and matters to be discussed therein seems to provide a reasonable protection of
minority shareholder rights.

We generally vote against proposals to allow or facilitate shareholder action by written
consent.

F. Shareholder Ability to Alter the Size of the Board
Vote for proposals that seek to fix the size of the board.

Vote against proposals that give management the ability to alter the size of the board
without shareholder approval.

13
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5. Tender Offer Defenses

A. Poison Pills
Vote for shareholder proposals that ask a company to submit its poison pill for
shareholderratification.

Review on a case-by-case basis shareholder proposals to redeem a company’s poison
pill.

Studies indicate that companies with a rights plan secure higher premiums in hostile
takeoversituations.

Review on a case-by-case basis management proposals to ratify a poison pill. We

generally lookfor shareholder friendly features including a two- to three-year sunset
provision, a permitted bidprovision, a 20 percent or higher flip-in provision, and the
absence of dead-hand features.

If the board refuses to redeem the pill 90 days after an offer is announced, ten percent of
the shares may call a special meeting or seek a written consent to vote on rescinding the

pill.

B. Fair Price Provisions

Vote proposals to adopt fair price provisions on a case-by-case basis, evaluating factors
such as the vote required to approve the proposed acquisition, the vote required to repeal
the fair price provision, and the mechanism for determining the fair price.

Generally, vote against fair price provisions with shareholder vote requirements greater
than a majority of disinterested shares.

C. Greenmail
Vote for proposals to adopt antigreenmail charter or bylaw amendments or otherwise
restrict a company’s ability to make greenmail payments.

D. Unequal Voting Rights

Generally, vote against dual-class recapitalizations as they offer an effective way for a
firm to thwart hostile takeovers by concentrating voting power in the hands of
management or other insiders.

Vote for dual-class recapitalizations when the structure is designed to protect economic
interests of investors.

E. Supermajority Shareholder Vote Requirement to Amend Charter or Bylaws
Vote against management proposals to require a supermajority shareholder vote to
approve charter and bylaw amendments. Supermajority provisions violate the principle
that a simple majority of voting shares should be all that is necessary to effect change
regarding a company.

Vote for shareholder proposals to lower supermajority shareholder vote requirements for
charter and bylaw amendments.

F. Supermajority Shareholder Vote Requirement to Approve Mergers

Vote against management proposals to require a supermajority shareholder vote to
approve mergers and other significant business combinations. Supermajority provisions
violate the principle that a simple majority of voting shares should be all that is necessary
to effect change regarding a company.

14
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Vote for shareholder proposals to lower supermajority shareholder vote requirements for
mergers and other significant business combinations.

6. Miscellaneous Board Provisions

A. Separate Chairman and CEO Positions

We will generally vote for proposals looking to separate the CEO and Chairman roles
unless the company has governance structures in place that can satisfactorily
counterbalance a combined chairman and CEO/president post. Such a structure should
include most or all of the following:

e Designated lead director, appointed from the ranks of the independent board
members with clearly delineated duties. At a minimum these should include:

(1) Presides at all meetings of the board at which the chairman is not present, including
executive sessions of the independent directors,

(2) Serves as liaison between the chairman and the independent directors,
(3) Approves information sent to the board,
(4) Approves meeting agendas for the board,

(5) Approves meeting schedules to assure that there is sufficient time for discussion of all
agenda items,

(6) Has the authority to call meetings of the independent directors, and

(7) If requested by major shareholders, ensures that he is available for consultation and
direct communication;

e 2/3 of independent board;

¢ All-independent key committees;

e Committee chairpersons nominated by the independent directors;

e CEO performance is reviewed annually by a committee of outside directors; and
o Established governance guidelines.

Additionally, the company should not have underperformed its peers and index on a one-
year and three-year basis, unless there has been a change in the Chairman/CEO position
within that time. Performance will be measured according to shareholder returns against
index and peers.

B. Lead Directors and Executive Sessions

In cases where the CEO and Chairman roles are combined, we will vote for the
appointment of a "lead" (non-insider) director and for regular "executive" sessions (board
meetings taking place without the CEO/Chairman present).

C. Majority of Independent Directors

We generally vote for proposals that call for the board to be composed of a majority of
independent directors. We believe that a majority of independent directors can be an
important factor in facilitating objective decision making and enhancing accountability to
shareholders.

Vote for shareholder proposals requesting that the board’s audit, compensation, and/or
nominating committees include independent directors exclusively.
15
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Generally vote for shareholder proposals asking for a 2/3 independent board.

D. Stock Ownership Requirements

Vote for shareholder proposals requiring directors to own a minimum amount of company
stock in order to qualify as a director or to remain on the board, so long as such minimum
amount is not excessive or unreasonable.

E. Hedging / Pledging of Securities

We support full disclosure of the policies of the company regarding pledging and/or
hedging of company stocks by executives and board directors. We will vote FOR
shareholder proposals which ask for disclosure of this policy. We will vote Case by Case
for directors if it is determined that hedging and /or pledging of securities has occurred.

F. Term of Office

Vote against shareholder proposals to limit the tenure of outside directors. Term limits
pose artificial and arbitrary impositions on the board and could harm shareholder interests
by forcing experienced and knowledgeable directors off the board.

G. Board Composition

We support board refreshment, independence, and a diverse skillset for directors. We
believe that board composition should contribute to overall corporate strategies and risk
management and will evaluate the board’s skills, expertise, and qualifications. As a matter
of principle, we expect our investee companies to be committed to diversity and
inclusiveness in their general recruitment policies as we believe such diversity contributes
to the effectiveness of boards. We will utilize our voting power to bring about change
where Boards are lagging in gender and racial/ethnic diversity. We will generally vote
against the chair of the Nominating Committee when the issuer does not disclose the
gender or racial and ethnic composition of the Board. Aggregated diversity data will be
considered as adequate in instances where individual directors do not wish to disclose
personal identification. We will generally vote against the chair of the Nominating
Committee when the issuer lacks any gender diversity or any racial/ethnic diversity unless
there are mitigating factors. Mitigating factors include, among other factors, recent
retirement of relevant directors, a relatively new public company, and an ongoing search
for a director. We generally will vote case-by-case on shareholder proposals which seek
to force the board to add specific expertise or to change the composition of the board.

H. Director and Officer Indemnification and Liability Protection
Proposals concerning director and officer indemnification and liability protection should be
evaluated on a case-by-case basis.

Vote against proposals to limit or eliminate director and officer liability for monetary
damages for violating the relevant duty of care.

Vote against indemnification proposals that would expand coverage beyond legal
expenses to acts, such as negligence, that are more serious violations of fiduciary
obligations than mere carelessness.

Vote for proposals that provide such expanded coverage in cases when a director’s or
officer’s legal defense was unsuccessful only if: (1) the director was found to have acted
in good faith and in a manner that he reasonably believed was in the company’s best
interests, and (2) the director’s legal expenses would be covered.

I. Board Size
Vote for proposals to limit the size of the board to 15 members.

J. Majority Vote Standard
We would generally vote for proposals asking for the board to initiate the appropriate
process to amend the company’s governance documents (certificate of incorporation or
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bylaws) to provide that director nominees shall be elected by the affirmative vote of the
majority of votes cast at an annual meeting of shareholders. We would generally review
on a case-by-case basis proposals that address alternative approaches to a majority vote
requirement.

7. Miscellaneous Governance Provisions

A. Independent Nominating Committee
Vote for the creation of an independent nominating committee.

B. Confidential Voting

Vote for shareholder proposals requesting that companies adopt confidential voting, use
independent tabulators, and use independent inspectors of election as long as the
proposals include clauses for proxy contests as follows: In the case of a contested
election, management should be permitted to request that the dissident group honor its
confidential voting policy. If the dissidents agree, the policy remains in place. If the
dissidents do not agree, the confidential voting policy is waived.

Vote for management proposals to adopt confidential voting.

C. Equal Access

Vote for shareholder proposals that would give significant company shareholders equal
access to management’s proxy material in order to evaluate and propose voting
recommendations on proxy proposals and director nominees and to nominate their own
candidates to the board.

D. Bundled Proposals

Review on a case-by-case basis bundled or “conditioned” proxy proposals. In the case of
items that are conditioned upon each other, examine the benefits and costs of the
packaged items. In instances where the joint effect of the conditioned items is not in
shareholders’ best interests, vote against the proposals. If the combined effect is positive,
support such proposals.

E. Charitable Contributions

Vote against shareholder proposals regarding charitable contributions. In the absence of
bad faith, self-dealing, or gross negligence, management should determine which
contributions are in the best interests of the company.

F. Date/Location of Meeting
Vote against shareholder proposals to change the date or location of the shareholders’
meeting. No one site will meet the needs of all shareholders.

G. Include Nonmanagement Employees on Board

Vote against shareholder proposals to include nonmanagement employees on the board.
Constituency representation on the board is not supported, rather decisions are based on
director qualifications.

H. Adjourn Meeting if Votes are Insufficient

Vote for proposals to adjourn the meeting when votes are insufficient. Management has
additional opportunities to present shareholders with information about its proposals.

I. Other Business

Vote for proposals allowing shareholders to bring up “other matters” at shareholder
meetings.
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J. Disclosure of Shareholder Proponents

Vote for shareholder proposals requesting that companies disclose the names of
shareholder proponents. Shareholders may wish to contact the proponents of a
shareholder proposal for additional information.

K. Exclusive Venue

Generally, vote for management proposals which seek shareholder approval to make the
state of incorporation the exclusive forum for disputes, if the company is a Delaware
corporation; otherwise, vote on a case-by-case basis on management proposals which
seek shareholder approval to make the state of incorporation, or another state, the
exclusive forum for disputes.

8. Capital Structure

A. Common Stock Authorization
Review proposals to increase the number of shares of common stock authorized for issue
on a case-by-case basis.

Vote against proposals to increase the number of authorized shares of a class of stock
that has superior voting rights in companies that have dual-class capital structure.

B. Stock Distributions: Splits and Dividends

Vote for management proposals to increase common share authorization for a stock split,
provided that the increase in authorized shares would not result in an excessive number
of shares available for issuance given a company’s industry and performance as
measured by total shareholder returns.

C. Reverse Stock Splits

Vote for management proposals to implement a reverse stock split that also reduces the
number of authorized common shares to a level where the number of shares available for
issuance is not excessive given a company’s industry and performance in terms of
shareholder returns.

Vote case-by-case on proposals to implement a reverse stock split that does not
proportionately reduce the number of shares authorized for issue.

D. Blank Check Preferred Authorization

Vote against proposals authorizing the creation of new classes of preferred stock with
unspecified voting, conversion, dividend distribution, and other rights (“blank check”
preferred stock).

Vote for proposals to create “blank check” preferred stock in cases when the company
expressly states that the stock will not be used as a takeover device.

Vote for proposals to authorize preferred stock in cases when the company specifies
voting, dividend, conversion, and other rights of such stock and the terms of the preferred
stock appear reasonable.

Vote case-by-case on proposals to increase the number of blank check preferred shares
after analyzing the number of preferred shares available for issue given a company’s
industry and performance as measured by total shareholder returns.

E. Shareholder Proposals Regarding Blank Check Preferred Stock
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Vote for shareholder proposals to have blank check preferred stock placements, other
than those shares issued for the purpose of raising capital or making acquisitions in the
normal course of business, submitted for shareholder ratification.

F. Adjustments to Par Value of Common Stock

Vote for management proposals to reduce the par value of common stock. The purpose
of par value is to establish the maximum responsibility of a shareholder in the event that a
company becomes insolvent.

G. Restructurings/Recapitalizations

Review proposals to increase common and/or preferred shares and to issue shares as
part of a debt restructuring plan or if the company is in danger of being delisted on a
case-hy-case basis. Consider the following issues:

Dilution—How much will ownership interest of existing shareholders be reduced, and how
extreme will dilution to any future earnings be?

Change in Control—Will the transaction result in a change in control of the company?

Bankruptcy—Generally, approve proposals that facilitate debt restructurings unless there
areclearsigns of self-dealing or other abuses.

H. Share Repurchase Programs
Vote for management proposals to institute open-market share repurchase plans in which
all shareholders may participate on equal terms.

I. Targeted Share Placements

These shareholder proposals ask companies to seek stockholder approval before placing
10% or more of their voting stock with a single investor. The proposals are in reaction to
the placemen by various companies of a large block of their voting stock in an ESOP,
parent capital fund or with a single friendly investor, with the aim of protecting themselves
against a hostile tender offer. These proposals are voted on a case by case basis after
reviewing the individual situation of the company receiving the proposal.

9. Executive and Director Compensation

A. Stock-based Incentive Plans

Votes with respect to compensation plans should be determined on a case-by-case basis.
The analysis of compensation plans focuses primarily on the transfer of shareholder
wealth (the dollar cost of pay plans to shareholders). Other matters included in our
analysis are the amount of the company's outstanding stock to be reserved for the award
of stock options, whether the exercise price of an option is less than the stock's fair
market value at the date of the grant of the options, and whether the plan provides for the
exchange of outstanding options for new ones at lower exercise prices.

In addition, we will assess the structure of the equity plan taking into consideration certain
plan features as well as grant practices. This will include whether dividends are paid or
accrued to the unvested equity awards. Once the cost of the plan is estimated and other
features are taken into consideration, the plan will be reviewed to determine if it is in the
best interest of the shareholders. Problematic pay practices will have a bearing on
whether we support the plan. We will consider the pay practices of other companies in the
relevant industry and peer companies in this analysis.

Review case-by-case stock based plans for companies which rely heavily upon stock for
incentive compensation, taking into consideration the factors mentioned above. These
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companies include high growth and financial services companies where the plan cost as
measured by shareholder value transfer (SVT) appears to be high.

For companies in the Russell 3000 we will generally vote against a plan and/or withhold
from members of the compensation committee, when there is a disconnect between the
CEO'’s pay and performance (an increase in pay and a decrease in performance), the
main source for the pay increase is equity-based, and the CEO participates in the plan
being voted on. Specifically, if the company has negative one- and three-year total
shareholder returns, and its CEO also had an increase in total direct compensation from
the prior year, it would signify a disconnect in pay and performance. If more than half of
the increase in total direct compensation is attributable to the equity component, we
would generally recommend against the equity plan in which the CEO participates.

B. Approval of Cash or Cash-and-Stock Bonus Plans
Vote for cash or cash-and-stock bonus plans to exempt the compensation from limits on
deductibility under the provisions of Section 162(m) of the Internal Revenue Code.

C. Shareholder Proposals to Limit Executive and Director Pay
Generally, vote for shareholder proposals that seek additional disclosure of executive and
director pay information.

Review on a case-by-case basis all other shareholder proposals that seek to limit
executive and director pay.

Review on a case-hby-case basis shareholder proposals for performance pay such as
indexed or premium priced options if a company has a history of oversized awards and
one-, two- and three-year returns below its peer group.

D. Say on Pay — Advisory Vote
Generally, review on a case-by-case basis executive pay and practices as well as certain
aspects of outside director compensation.

Where the company’s Say on Pay proposal received 60% or less support on its previous
Say on Pay proposal, WITHHOLD votes for the compensation committee and or vote
against the current Say on Pay proposal unless the company has demonstrated active
engagement with shareholders to address the issue as well as the specific actions taken
to address the low level of support. Where executive compensation seems excessive
relative to peers and is not supported by long term performance, or where we believe
performance metrics and targets used to determine executive compensation are not
aligned with long term shareholder value, WITHHOLD from select members of the
compensation committee.

In the case of externally-managed REITs, generally vote against the advisory vote as
there is a lack of transparency in both compensation structure and payout.

Say on Pay - Frequency
JPMAM will review compensation versus long/term performance on an annual basis.

E. Golden and Tin Parachutes

Review on a case-by-case basis all proposals to ratify or cancel golden or tin parachutes.
Favor golden parachutes that limit payouts to two times base salary, plus guaranteed
retirement and other benefits.

Change-in-control payments should only be made when there is a significant change in
company ownership structure, and when there is a loss of employment or substantial
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change in job duties associated with the change in company ownership structure
(“double-triggered”). Change-in-control provisions should exclude excise tax gross-up and
eliminate the acceleration of vesting of equity awards upon a change in control unless
provided under a double-trigger scenario.

Generally vote case-by-case for proposals calling companies to adopt a policy of
obtaining shareholder approval for any future agreements and corporate policies that
could oblige the company to make payments or awards following the death of a senior
executive in the form of unearned salary or bonuses, accelerated vesting or the
continuation in force of unvested equity grants, perquisites and other payments or awards
made in lieu of compensation. This would not apply to any benefit programs or equity
plan proposals for which the broad-based employee population is eligible.

F. 401(k) Employee Benefit Plans
Vote for proposals to implement a 401(k) savings plan for employees.

G. Employee Stock Purchase Plans

Vote for qualified employee stock purchase plans with the following features: the
purchase price is at least 85 percent of fair market value; the offering period is 27 months
or less; and potential voting power dilution (shares allocated to the plan as a percentage
of outstanding shares) is ten percent or less.

Vote for nonqualified employee stock purchase plans with the following features: broad-
based participation (i.e., all employees of the company with the exclusion of individuals
with five percent or more of beneficial ownership of the company); limits on employee
contribution, which may be a fixed dollar amount or expressed as a percentage of base
salary; company matching contribution up to 25 percent of the employee’s contribution,
which is effectively a discount of 20 percent from market value; and no discount on the
stock price on the date of purchase since there is a company matching contribution

H. Option Expensing
Generally, vote for shareholder proposals to expense fixed-price options.

I.  Option Repricing

In most cases, we take a negative view of option repricings and will, therefore, generally
vote against such proposals. We do, however, consider the granting of new options to be
an acceptable alternative and will generally support such proposals, provided such
options are valued appropriately.

J. Stock Holding Periods
Generally vote against all proposals requiring executives to hold the stock received upon
option exercise for a specific period of time.

K. Transferable Stock Options

Review on a case-by-case basis proposals to grant transferable stock options or
otherwise permit the transfer of outstanding stock options, including cost of proposal and
alignment with shareholder interests.

L. Recoup Bonuses

1. Vote FOR on shareholder proposals to recoup unearned incentive bonuses or other
incentive payments made to senior executives if it is later determined that fraud,
misconduct, or negligence significantly contributed to a restatement of financial
results that led to the awarding of unearned incentive compensation.

2. Vote FOR shareholder proposals to recoup incentive payments if it is determined that
the individual engaged in misconduct or poor performance prior to payment of the
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award or bonus, and that such award or bonus would not have been paid, in whole or
in part, had the misconduct or poor performance been known prior to payment.

M. Two Tiered Compensation
Vote against proposals to adopt a two tiered compensation structure for board directors.

10. Incorporation

A. Reincorporation Outside of the United States
Review on a case-by-case basis proposals to reincorporate the company outside of the
u.s.

B. Voting on State Takeover Statutes

Review on a case-by-case basis proposals to opt in or out of state takeover statutes
(including control share acquisition statutes, control share cash-out statutes, freezeout
provisions, fair price provisions, stakeholder laws, poison pill endorsements, severance
pay and labor contract provisions, antigreenmail provisions, and disgorgement
provisions).

C. Voting on Reincorporation Proposals

Proposals to change a company’s state of incorporation should be examined on a case-
by-case basis. Review management’s rationale for the proposal, changes to the
charter/bylaws, and differences in the state laws governing the companies.

11. Mergers and Corporate Restructurings

A. Mergers and Acquisitions

Votes on mergers and acquisitions should be considered on a case-by-case basis, taking
into account factors including the following: anticipated financial and operating benefits;
offer price (cost vs. premium); prospects of the combined companies; how the deal was
negotiated; and changes in corporate governance and their impact on shareholder rights.

B. Nonfinancial Effects of a Merger or Acquisition

Some companies have proposed a charter provision which specifies that the board of
directors may examine the nonfinancial effect of a merger or acquisition on the company.
This provision would allow the board to evaluate the impact a proposed change in control
would have on employees, host communities, suppliers and/or others. We generally vote
against proposals to adopt such charter provisions. We feel it is the directors' fiduciary
duty to base decisions solely on the financial interests of the shareholders.

C. Corporate Restructuring

Votes on corporate restructuring proposals, including minority squeezeouts, leveraged
buyouts, “going private” proposals, spin-offs, liquidations, and asset sales, should be
considered on a case-hy-case basis.

D. Spin-offs

Votes on spin-offs should be considered on a case-by-case basis depending on the tax
and regulatory advantages, planned use of sale proceeds, market focus, and managerial
incentives.

E. Asset Sales

Votes on asset sales should be made on a case-by-case basis after considering the
impact on the balance sheet/working capital, value received for the asset, and potential
elimination of diseconomies.

22
|

JPMorgan

Asset Management




Corporate Governance Policy & Voting Guidelines

F. Liquidations

Votes on liquidations should be made on a case-by-case basis after reviewing
management’s efforts to pursue other alternatives, appraisal value of assets, and the
compensation plan for executives managing the liquidation.

G. Appraisal Rights

Vote for proposals to restore, or provide shareholders with, rights of appraisal. Rights of
appraisal provide shareholders who are not satisfied with the terms of certain corporate
transactions the right to demand a judicial review in order to determine a fair value for
their shares.

H. Changing Corporate Name
Vote for changing the corporate name.

12.Social and Environmental Issues

We believe that a company’s environmental policies may have a long-term impact on the
company’s financial performance. We believe that good corporate governance policies
should consider the impact of company operations on the environment and the cost of
compliance with laws and regulations relating to environmental matters, physical damage
to the environment (including the costs of clean-ups and repairs), consumer preferences
and capital investments related to climate change. Furthermore, we believe that corporate
shareholders have a legitimate need for information to enable them to evaluate the
potential risks and opportunities that climate change and other environmental matters
pose to the company’s operations, 