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State of Connecticut
Office of the Treasurer
Domestic Proxy Voting Policies

INTRODUCTION

This document sets forth the Connecticut Retirerants and Trust Funds (CRPTF)
Domestic Proxy Voting Policies (hereafter referte@s the “proxy voting policies”).
These proxy voting policies guide the CRPTF’s promting and shareholder activism,
which are essential elements of protecting anceaming the value of CRPTF equity
investments. All of the major categories of issaggdressed in these proxy voting
policies including corporate governance, executm@pensation, corporate citizenship,
workplace and environmental issues are equally rtapoin that all have financial
implications for the long-term shareholder valu€€C&PTF investments.

The CRPTF does not expect nor seek that the bdalideators of each company in
which it invests will adopt or embrace every isguthe proxy voting policies. The
CRPTF recognizes that some polices may not be pppte for every company, due to
differing business needs and structures as weiskgactors and competitive needs. The
CRPTF looks to each board of directors to reviesvdloxy voting policies and take
appropriate action in the best interests of thepgaomg and its shareholders.

The proxy voting policies conform to common lawdaibry standards, including
Connecticut statutes pertinent to fiduciary condsath as the Uniform Prudent Investor
Act. These policies also are consistent with tteigion of the Connecticut statutes that
permits the Treasurer to consider the environmestaial and economic implications of
investment decisions.

The proxy voting policies address a broad rangssafes, including election of directors,
executive compensation, proxy contests, climatagbaabor standards, and other
corporate governance, environmental, social, andauic issues.

All votes will be reviewed on a company-by-comp&agis and no issues will be
considered routine. Each issue will be considerede context of the company under
review and subject to a rigorous analysis of th@nemic impact an issue may have on
the long-term shareholder value.

The CRPTF also actively engages companies on isguweEscern in an effort to increase
shareholder value. When appropriate, the CRPTHta&lf sponsor shareholder
resolutions. These proxy voting policies provideédgnce for these activities as well.



THE BOARD OF DIRECTORS

Electing the board of directors is the most impar&tock ownership right that
shareholders can exercise. By electing directdtfs wiews similar to their own,
shareholders can help to define performance stdadeayainst which management can be
held accountable.

The CRPTF believes that it is very important thataority or more of the board be
independent and that it is essential that at asajority of board members be
independent of management and that all membersyob&ard committees - nominating,
compensation, and audit - be independent. Foethegoses the CRPTF defines
independent as:

An independent director is someone whose only nontrivial professional, familial
or financial connection to the corporation, its chairman, CEO or any other
executive officer is hisor her directorship®

A director will NOT be considered independent unttherfollowing conditions:

* The director is employed by the company or onasodffiliates;

* The Board has determined by attestation that tteeidir is not independent;

* The director is a former CEO of the company (exdegrved on an interim
emergency basis);

» The director is a former CEO of an acquired compaitlyin the past five years;

« The director is a former significant execufivé the company, an affiliate or an
acquired firm within the past five years;

« The director is a relatiVeof a current significant executiveevel employee of the
company or its affiliates;

« The director is a relatiVeof an individual who was a significant execufivéthin
the past five years of the company or its affitiate

« The director currently provides (or a relafiygovides) professional services
directly to the company, to an affiliate of the quany or an individual officer of
the company or one of its affiliates;

« The director is employed by (or a relathie employed by) a significant customer
or supplier;

« The director has (or a relati/eas) any transactional relationship with the
company or its affiliates;

! Council of Institutional Investors (Cl).

2Executives (officers subject to Section 16 of teeBities and Exchange Act of 1934) follows the
Institutional Shareholder Services (ISS) definitiamich includes the chief executive officer, o,
financial, legal, technology, and accounting officef a company (including the president, treasurer
secretary, controller, or any vice president inrgeadf a principal business unit, division, or pgli

function).

3 “Relative” follows the NYSE definition of “immedia family members,” which covers: spouses, parents,
children, siblings, in-laws, and anyone sharingdinector’'s home.



The director has any material financial tie or otltetated party transactional
relationship to the company.

Voting for Director Nominees in Uncontested Elettons

Votes on director nominees are made on a CASE-BBEAasis, considering
company performance and individual director perfamnce.

The CRPTF will WITHHOLD votes from directors, indially or the entire
board, for egregious actions or failure to repla@magement as appropriate.

The CRPTF will WITHHOLD votes from individual diremrs in some cases
based on examination of the following factors:

. Nominee is both the CEO and chairman of the boadirectors (except for
certain situations as cited in Section II.D.);

*  Nominee's attendance of meetings is less than reempewithout valid
reason;

* Non-independent nominee being a member of a kesdmmanmittee (audit,
nominating and compensation committee);

. Nominee is serving on an excessive number of dibards; for a CEO this
would be more than 3 public company boards (twa pis or her own), and
for a non-CEO this would be more than six publimpany boards;

. Nominee is serving on the board or in an execyingtion of another
company where that company was involved in Chaptenkruptcy, or
where there were proven SEC violations, or a pravaminal offense
related to the nominee;

*  Poor performance by nominee on the board of anattrapany, such as
being a director of a company which filed for barkcy and where there
are credible allegations of fraud;

. Interlocking directorships where the CRPTF Proxyivg Advisor and/or
other experts deem those relationships an impairtoendependent
judgment and action;

* Related party transactions where the CRPTF Proxingd\dvisor and/or
other experts deem those transactions to be mahe imterest of the
director nominee than the shareholders.

The CRPTF will WITHHOLD votes from the entire boafldirectors (excepting
new nominees, who the CRPTF will evaluate basetthewther criteria in this
section) if:

*  The company's poison pill has a dead-hand or nestldead-hand feature;

The board adopts or renews a poison pill unlespdison pill is subject to
shareholder approval;

 The board failed to act on a shareholder propbsalreceived approval by a
majority of shares outstanding the previous year,



The board failed to act on takeover offers wheeertfajority of the
shareholders tendered their shares;

The board failed to address an issue(s) that caau8€&b or greater withhold
vote for any director in the previous director &l

The board did not respond to a request from magditutional investors
about significant policy issues that have matesighificance to shareholder
value;

Issues specific to key board committees (as outlbetow) are not
addressed by the board as a whole.

The CRPTF will WITHHOLD votes from non-independeintectors when:

The non-independent director serves on any oftireeetkey committees:
audit, compensation or nominating;

The company lacks an audit, compensation or nomgabmmittee,
enabling the board to function as that committee;

The full board is less than majority independent.

The CRPTF will WITHHOLD votes from members of keydosd committees in
cases of poor performance of those committees afhwhe nominee is a
member.

The CRPTF will WITHHOLD votes from members of therminating
Committee if:

The committee does not seek out candidates fdvdhed from a diverse
candidate pool, with particular attention to rand gender diversity,
particularly when such diversity is underrepresemmenonexistent on the
board;

The committee does not consider input from shadsrslin identifying
candidates for the board.

The CRPTF will WITHHOLD votes from members of thedit Committee if:

The non-audit fees paid to the accounting firm grening the audit are
greater than 10% of the total fees paid to the bgnthe company (see also
Section V.);

The Audit Committee failed to respond to a matesiedkness identified in
the Section 404 Sarbanes-Oxley Act disclosures;

There are chronic internal control issues and aerd®e of established
effective control mechanisms identified by the exaé auditors that are not
being addressed in a timely manner;

The committee has poor oversight of the compangsgaures to assure
independence of the auditors (see Section V. fohéun discussion).



The CRPTF will WITHHOLD votes from the members bétCompensation
Committee if:

* There is an apparent negative correlation betwhai executive pay and
company performance;

*  The company fails to submit one-time transferstols options to a
shareholder vofe

*  The company fails to fulfill the terms of a burne@ommitment it made to
shareholders (the “burn rate” is the period of titrtakes to issue all
authorized stock options);

*  The company has poor compensation practices. Wiliibe evaluated on a
CASE-BY-CASE basis based on analysis provided byywoting services
that evaluate executive compensation and analysisded by other
investors and other consultants. The issues ieclogt are not limited to:

o Employment contracts that produce significant camspéon not tied
to performance, which the CRPTF deems to be eixeetss based on
analysis of its proxy voting service and other ekpaalysis); this
would include contractual severance provisions wWaild reward
poor performance;

o Overly generous perks that the CRPTF deems to ¢essive (based
on analysis of its proxy voting service and othgreat analysis);

o Significant bonus payouts without justifiable perm@ance
linkage(based on analysis of the CRPTF’s proxyngpsiervice and
other expert analysis);

o Performance metrics that do not adequately linicetrees’ pay to
performance;

o Performance metrics that are changed during tHenpeance period
in a way that misaligns pay and performance ordhainot adjusted to
reflect stock repurchase programs;

o Options policies that provide for “reloading” ofexised stock
options;

o0 Supplemental Executive Retirement Plans (SERP)yiayehich are
deemed overly generous (based on analysis of tH€TER proxy
voting service and other expert analysis);

o0 New hire packages to new CEOs which are deemedyayemerous
(based on analysis of the CRPTF’s proxy votingiserand other
expert analysis);

o Internal pay disparity which is out of line withskoric practices;

0 Lack of transparency in tax gross-ups for pay adjests that
recognize extraordinary expenses related to wasigasients;

o No “claw back” policy — requiring repayment of pamihance-based
compensation when financial restatements showstmpensation
was not earned;

* See Appendix for discussion on Transferable S@gtions (TSOs)



0 Using a compensation consultant that is retaineth&ygompany to
provide other significant services other than woekformed for the
compensation committee (see Section IX.A. for fartthscussion).

Voting for Director Nominees in Contested Electins

Competing slates will be evaluated based upon ¢hsopal qualifications of the
candidates, the economic impact of the policiesttiey advance, and their
expressed and demonstrated commitment to the stéevéall shareholders and
stakeholders (e.g. employees, customers, and cormesun which a company
resides), as well as using the criteria outlinedsection Il.A. regarding
uncontested elections.

Votes in a contested election of directors areuatald on a CASE-BY-CASE
basis, considering the following factors:

* Long-term financial performance of the companytretato its industry;

Management's track record;

*  Performance evaluation of any director standingdeelection;

. Background to the proxy contest;

*  Qualifications of director nominees (both slates);

. Evaluation of what each slate is offering sharebiadas well as the
likelihood that the proposed objectives and goatslme met;

»  Stock ownership positions of individual directors;

Impact on stakeholders such as the community, erapfy customers, etc.

Board Diversity

The CRPTF supports company efforts to search falifipd female and minority
candidates for nomination to the board of directangler a policy of board
inclusiveness, which includes a commitment to o gender diversity in its
corporate governance. The charter of the nominaimgmittee should commit
the company to seeking a diverse slate of candidateluding ethnic and gender
diversity whenever possible.

Generally the CRPTF will vote FOR shareholder netsmhs requesting reports on
the company's efforts to diversify the board, ustles

*  The board composition is reasonably inclusive latien to companies of
similar size and business; or

*  The board already reports on its nominating procesiand diversity
initiatives.

The CRPTF will vote on a CASE-BY-CASE basis on shatder resolutions
asking the company to increase the representatimomen and minorities on the
board, taking into account:



*  The degree of board diversity;

*  Comparison with peer companies;

»  Established processes for improving board diversitiuding existence of
independent nominating committees and use of agidmusearch firm;

. History of Equal Employment Opportunity (EEO) vititas.

Independent Director as Chairman of the Board

The CRPTF believes that the positions of chairmmah@EO should be held by
different persons, except in extraordinary circianses. In those circumstances,
there should be a lead independent director.

Generally, the CRPTF will WITHHOLD its vote for aector nominee who
holds both positions.

Overall, the CRPTF will vote FOR shareholder resohs that ask companies to
require the position of chairman of the board Bediby an independent director,
except in extraordinary circumstances that areieifglspelled out.

Substantial Majority of Independent Directors

The CRPTF believes that a majority or more of evergrd of directors should be
independent from management.

The CRPTF will vote FOR shareholder resolutionsragkat a majority or more
of directors be independent.

Shareholder Access to the Proxy

The CRPTF supports proxy ballot access for shadeinsl nominees to the board,
provided that shareholders holding a significanmhbar (no less than 1%) of
shares have shown support for each nominee.

Generally, the CRPTF will vote FOR shareholder liggms asking companies to
provide shareholders holding a significant numberléss than 1%) of shares
with the ability to nominate director candidateb®included on management's
proxy card.
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G. Majority Vote for Election of Directors

Generally, the CRPTF will vote FOR shareholder lkggms (including binding
resolutions requesting that the board amend thegaags bylaws) calling for
directors to be elected with a majority of votesttir electing directors,
provided the proposal includes a carve-out foruagbity voting standard when
there are more director nominees than board seatsopntested electiorfs)

H.  Stock Ownership Requirements

The CRPTF will vote FOR shareholder resolutions #sk companies to require
members of the board of directors to own some atnaiustock of the companies
on which they serve as board members. Exceptiomsld be made for clergy.

l. Annual Election of Directors

The CRPTF will vote FOR shareholder resolutions$ #sk companies to ensure
all members of the board of directors be electedhareholders every year.

J. Term of Office

The CRPTF will vote FOR shareholder resolutiongppsing term limits or
mandatory retirement age for members of the boaditectors, provided that
such proposals permit the board to waive this requeént on a CASE-BY-CASE
basis.

K.  Cumulative Voting

The CRPTF will vote FOR shareholder resolutionallow cumulative voting.
Under a cumulative voting scheme, the sharehotdpeimitted to have one vote
per share for each director to be elected and sbllers are permitted to
apportion those votes in any manner they wish antleaglirector candidates.

L.  Director and Officer Indemnification and Liabili ty Protection

Management proposals typically seek shareholdewoappto adopt an
amendment to the company's charter to eliminatienitrthe personal liability of
directors to the company and its shareholders fametary damages for fiduciary
breaches arising from gross negligence.

® This would replace the plurality vote standardahtis an election where the candidate with the most
votes is elected rather than requiring a majoritthe votes for election — withhold votes do noticb
® In contested elections a majority vote is not reeeecause these elections are competitive.

11



Generally, the CRPTF will vote AGAINST managemerdgmsals to limit or
eliminate entirely director and officer liabilitpif:

* A breach of the duty of loyalty,

* Acts or omissions not in good faith or involvindentional misconduct or
knowing violations of the law,

* Acts involving the unlawful purchases or redempgiof stock,

*  The payment of unlawful dividends, or

*  Use of the position as director for receipt of ioyper personal benefits.

Indemnification

Indemnification is the payment by a company ofdékpenses of directors who
become involved in litigation as a result of the@rvice to the company.
Management proposals to indemnify a company's wirecliffer from those to
eliminate or reduce their liability, because witkdémnification, directors may

still be liable for an act or omission, but the gamy will bear the expense. The
CRPTF may support these management proposals Wwaaompany

persuasively argues that such action is necessatyraict and retain directors, but
will generally oppose indemnification when it iStgg proposed to insulate
directors from actions they have already takenevbdrving on the board.

Generally, the CRPTF will vote AGAINST indemnifiegat management
proposals that would expand coverage to acts, asiciegligence, that are more
serious violations of fiduciary obligations thannmearelessness.

Generally, the CRPTF will vote FOR indemnificatim@anagement proposals that
cover the director’s legal expenses, if the diretgdound to have acted in good
faith.

COMPANY RESPONSIVENESS TO SHAREHOLDERS

Shareholders are the owners of the company angchshsve an important right and duty
to elect members of the board of directors. Thenbess of the board of directors in turn
oversee the company and act on behalf of shareisaidl@rotect shareholders’ interests.
Shareholders often express their concerns throutgtewcommunication, direct
conversations, shareholder resolutions, and vatmgroxy issues including voting for
directors. Boards of directors need to be respertsi these shareholder
communications.

A.

Response to Majority Votes
When a shareholder resolution receives the sugbarimajority of the

shareholders voting, the board of directors andagament has an obligation to
affirmatively consider the wishes of the sharehde

12



The CRPTF will vote FOR shareholder resolutions teguest companies to
adopt a policy that creates a mechanism and agatian for the board of
directors to take action on any shareholder remuidhat receives an affirmative
vote of a majority of those shares voted.

Communication with Shareholders

Members of the board of directors have a respditgitn listen to shareholders
and to be responsive to their concerns.

The CRPTF will vote FOR shareholder resolutions teguest companies to
create a formal mechanism for shareholder commtiaicaith independent
directors.

The CRPTF will vote FOR shareholder resolutions teguest companies to
require that all directors be present at the anmgadting of shareholders (unless
there are extenuating circumstances) and that ther@eriod set aside at the
annual meeting for the independent directors tavanguestions from
shareholders on issues of concern (management enpsebent).

V. PROXY CONTEST DEFENSES

A.

Poison Pills

“Shareholder rights plans,” typically known as poigills, provide the target
board with veto power over takeover bids and insul@anagement from the
threat of a change in control. Because poisos gikatly alter the balance of
power between shareholders and management, shdgehshould be allowed to
make their own evaluation of such plans.

The CRPTF will vote FOR shareholder resolutions$ tbguest companies to
submit its poison pill for shareholder ratification

The CRPTF will review on a CASE-BY-CASE basis shafder resolutions that
request companies to redeem a company's poison pill

The CRPTF will review on a CASE-BY-CASE basis maragnt proposals to
ratify a poison pill.

Amend Bylaws without Shareholder Consent

The CRPTF will vote AGAINST management proposalsngj the board
exclusive authority to amend the bylaws.

13



VI,

The CRPTF will vote AGAINST shareholder resolutigmging the board the
ability to amend the bylaws without shareholderrapal.

AUDITORS

The CRPTF believes that a company's auditors sHmulddependent of outside
influence and therefore should not perform non-aredated consulting work. The audit
committee should adopt and implement a formal gadic the independence of the
auditors that is disclosed in the audit commitegeort of the proxy statement. Such
policy should state that the auditors will not lnesidered independent if they provide
significant non-audit services to the company afsarh the audit. Services are
considered significant if they are worth the lesse$50,000 or 1 percent of the audit
firm’s gross revenues for the most recent fiscalrydJnder no circumstances should the
amount of payment paid to the auditor for non-aseitices (including audit related
services) be larger than the payment for auditisesv The audit committee should not
indemnify the auditor. The appointment of the &mrdshould always be placed before
shareholders for approval.

The CRPTF will vote AGAINST management proposalsatdy auditors if:
* An auditor has a financial interest in or assooratvith the company, and is
therefore not independent;
* There is reason to believe that the independentauths rendered an opinion
which is inaccurate or non-indicative of the compsifinancial position;
» During the prior year, the fees paid to the audin for non-audit-related services
was more than 10% of total fees paid to the firmhsycompany.

ACQUISITIONS AND MERGERS

Votes on mergers and acquisitions and related sssigeconsidered on a CASE-BY-
CASE basis, with the primary concern being the lmegj-term economic interests of
shareholders. In making this evaluation, the CR®illRake into account at least the
following:

* Anticipated financial and operating benefits;

» Offer price (cost vs. premium);

* Prospects of the combined companies;

* How the deal was negotiated,;

» Fairness opinion (or the lack of one);

* Changes in corporate governance and its impacharelolder rights;

* Impact on community stakeholders and workforce;

» Strategic rationale for the merger or acquisition;

* Analysis of whether there are any conflicts of ras#;

* Analysis of corporate governance of the newly fadreatity - both compared to
the governance provisions of the companies pritinéanerger or acquisition,
and compared to the governance provisions of thesey voting policies.

14



Fair Price Provisions

The CRPTF will vote on a CASE-BY-CASE basis on megds to adopt fair price
provisions (provisions that stipulate that an acgjunust pay the same price to
acquire all shares as it paid to acquire the cbshares), evaluating factors such
as the vote required to approve the proposed datiqonighe vote required to
repeal the fair price provision, and the mecharfsnaetermining the fair price.

Greenmail

Greenmail payments are targeted repurchases bygaaeat of company stock
from individuals or groups seeking control of tlenpany. Since only the hostile
party receives payment, usually at a substanteahprm over the market value of
its shares, the practice discriminates againsttaélr shareholders.

The CRPTF will vote FOR shareholder resolutionadopt anti-greenmail charter
or bylaw amendments or otherwise restrict a comgaatyility to make greenmail
payments.

Stakeholder Provisions

The CRPTF will vote FOR shareholder resolutions #s& the board to consider
non-shareholder constituencies including employegestomers, the community
in which a company resides, and stakeholder ortitoascy issues of concern,
when evaluating a merger or business combination.

VI SHAREHOLDER RIGHTS

A.

Confidential Voting

The CRPTF will vote FOR shareholder resolutions teguest companies to
adopt a policy allowing for confidential voting.

Shareholder Ability to Call Special Meetings
The CRPTF will vote FOR shareholder resolutions teguest companies to

adopt a policy allowing for shareholders' right#dl special meetings within the
parameters of corporate law of the state in whiehcompany is incorporated.

Shareholder Ability to Act by Written Consent

The CRPTF will vote FOR shareholder resolutions$ tbguest companies to
adopt a policy allowing for shareholders’ abilitytake action by written consent

15



within the parameters of corporate law of the statghich the company is
incorporated for the purpose of nominating canaisldr the board of directors.

Equal Access

The CRPTF will vote FOR shareholder resolutions teguest companies to give
shareholders (or group of shareholders) owningifstant number of share (no
less than 1%) access to management's proxy mdtarihle purpose of
nominating candidates to the board of directors.

Unequal Voting Rights

The CRPTF will vote FOR shareholder resolutions teguest companies to
provide one-share one-vote, and will vote AGAINS@nagement proposals for
dual class stock with different voting rights.

Supermajority Shareholder Vote Requirement to Anend the
Charter or Bylaws

The CRPTF will vote AGAINST management proposaladopt supermajority
requirements for a shareholder vote to approveiehand bylaw amendments
and mergers.

Reimbursement of Proxy Solicitation Expenses

Decisions to provide full reimbursement for dissitdewaging a proxy contest
will be made on a CASE-BY-CASE basis.

Shareholder Ability to Remove Directors

The CRPTF will vote FOR resolutions requiring shatder resolutions that
request companies to adopt a policy allowing shadehs the ability to remove
directors with cause, including causes that das®to the level of legal
malfeasance. Such causes include: not attendingngegfailure to carry out
committee responsibilities, or actions which mayb&imental to the interests of
shareholders.

Action to Fill Board Vacancies

The CRPTF will vote FOR proposals allowing that &oeard member named to
fill a vacancy must be elected by shareholdereeanhext annual meeting.

The CRPTF will vote AGAINST proposals to allow mgeanent or the board to

fill vacant board seats on an interim basis iflibbard fails to allow a shareholder
vote for the interim members at the next annualtmge

16



VIII.

J.

Shareholder Ability to Alter the Size of the Boad

The CRPTF will vote AGAINST proposals to allow mgeanent or the board to
alter the size of the board without shareholderay.

CAPITAL STRUCTURE

The management of a corporation's capital structimaves a number of important
issues, including dividend policy, types of assepgortunities for growth, ability to
finance new projects internally, and the cost dhobng additional capital. Many
financing decisions have a significant impact oarsholder value, particularly when
they involve the issuance of additional commonlstpceferred stock, or debt.

The CRPTF will review these proposals for changesapital structure on a CASE-BY-
CASE basis.

In general the CRPTF will vote FOR proposals thattased on a solid business plan,
while opposing proposals that:

Diminish the rights of the current stockholders,
Are intended to be used as a takeover defense, or
Unduly dilute the economic or voting interests ofrent shareholders.

Common Stock Authorization

CRPTF supports management proposals requestingrsiider approval to
increase authorized common stock when managemewvitips persuasive
justification for the increase.

CRPTF will evaluate on a CASE-BY-CASE basis profmsdiere the company
intends to use the additional authorized stockielément a poison pill or other
takeover defense.

Generally, the CRPTF will review on a CASE-BY-CAS8&sis, proposals to
increase the number of shares of common stock arg¢hofor issue.

Generally the CRPTF will vote AGAINST proposed coamstock

authorizations that increase the existing authttdmay more than 50 percent
unless a clear need for the excess shares is pgdd®nthe company.

Blank Check Preferred Authorization

Preferred stock is an equity security, which hatagefeatures similar to debt
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instruments, such as fixed dividend payments; sgyiof claims compared to
common stock; and, in most cases, no voting rights.terms of blank check
preferred stock give the board of directors the grotw issue shares of preferred
stock at its discretion—with voting rights, convers distribution and other

rights to be determined by the board at time afessBlank check preferred stock
can be used for sound corporate purposes, but beulded as a devise to thwart
hostile takeovers.

Generally the CRPTF will vote FOR management prajso® create blank check
preferred stock in cases where the company exgrstges that the stock will not
be used as a takeover defense or carry superioiguaghts.

Generally the CRPTF will vote on a CASE-BY-CASE ibash management
proposals when the company indicates that suclemeef stock may be used as a
takeover defense.

Adjust Par Value of Common Stock

The CRPTF will vote FOR management resolution®tluce the par value of
common stock.

Preemptive Rights

Preemptive rights permit shareholders to sharegstigmately in any new issues
of stock of the same class. These rights guaraxiséing shareholders the first
opportunity to purchase shares of new issues okstothe same class as their
own and in the same proportion. The absence oéthgkts could cause
stockholders’ interest in a company to be redugethé sale of additional shares
without their knowledge and at prices unfavorabléhem. Preemptive rights,
however, can make it difficult for corporationsissue large blocks of stock for
general corporate purposes. Both corporations aagkkolders benefit when
corporations are able to arrange issues withowrppgive rights that do not result
in a substantial transfer of control.

Generally, the CRPTF will vote on a CASE-BY-CASEisananagement
proposals to create or abolish preemptive rightgvilluating proposals on
preemptive rights, the CRPTF will look at the side company and the
characteristics of its shareholder base.

Debt Restructuring
The CRPTF will vote on a CASE-BY-CASE basis on nggmaent proposals to

increase common and/or preferred shares and te &sres as part of a debt
restructuring plan. The CRPTF will consider thiolwing issues:
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*  Dilution - How much will ownership interests of sking shareholders be
reduced, and how extreme will dilution to any fet@arnings be?

*  Change in control - Will the transaction resultighange in control of the
company?

*  Bankruptcy - Is the threat of bankruptcy, which \ebresult in severe losses
in shareholder value, the main factor driving tleétdestructuring?

Generally, the CRPTF will vote FOR management psafsothat facilitate debt
restructuring unless there are clear signs ofdsdiing or other abuses.

Dual-Class Stock
The CRPTF will vote FOR a one-share one-vote sirect

The CRPTF will vote AGAINST management proposalsraate a new class of
common stock with superior voting rights.

The CRPTF will vote AGAINST management proposalsamhpanies with dual-
class capital structures to increase the numbautbiorized shares of the class of
stock that has superior voting rights.

Issue Stock for Use with Rights Plan

The CRPTF will vote AGAINST management proposai thcrease authorized
common stock for the explicit purpose of implemegta non-shareholder
approved shareholder rights plan (poison pill).

Recapitalization

The CRPTF will vote on a CASE-BY-CASE basis on izdizations
(reclassifications of securities), taking into azebthe following:

*  More simplified capital structure,

*  Enhanced liquidity,

. Fairness of conversion terms,

. Impact on voting power and dividends,
. Reasons for the reclassification,

. Conflicts of interest,

. Other alternatives considered.

Reverse Stock Splits

A reverse stock split occurs when blocks of moentbne share of stock are
converted into one share.
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The CRPTF will vote FOR management proposals tdampnt reverse stock
split when the number of authorized shares wilplmportionately reduced.

The CRPTF will vote on a CASE-BY-CASE basis on ngmaent proposals to
implement reverse stock splits that do not propaogtely reduce the number of
shares authorized for issues as determined usimgdel developed by a proxy

voting service.

Share Repurchase Programs

The CRPTF will vote FOR management proposals titie open-market share
repurchase plans in which all shareholders mayqggaaite on equal terms,
provided that adjustments are made to executivgpeosation programs to reflect
the reduced number of shares outstanding (e.gulesitens of earnings per share).

Stock Distributions: Splits and Dividends

The CRPTF will vote FOR management proposals tease the common share
authorization for a stock split or share dividepayvided that the increase in
authorized shares would not result in an excegsiveber of shares available for
issuance as determined using a model developeghyxs voting service.

Tracking Stock

The CRPTF will vote on a CASE-BY-CASE basis on¢heation of tracking
stock, weighing the strategic value of the tranesactgainst such factors as:

* Adverse governance changes,

. Excessive increases in authorized capital stock,
. Unfair method of distribution,

*  Diminution of voting rights,

*  Adverse conversion features,

*  Negative impact on stock option plans,

e Alternatives such as spin-off.

IX. EXECUTIVE AND DIRECTOR COMPENSATION

A.

CRPTF General Principles for Voting on Executive
Compensation

Executive compensation is generally comprised elbasic components -
salary, bonus and equity compensation. In additloere are other forms of
compensation, such as retirement benefits, sevetaefits, basic employee
benefits (such as health and life insurance), I¢and forgiveness of loans),
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payment of taxes on certain compensation, and §jenkluding personal use of
company facilities (such as company aircraft).

The CRPTF considers a good compensation policymaghat balances these
different forms of compensation to provide inceasifor continuous
improvement and ties pay to performance. Develppieasures of performance
for the CEO and other executives is a key compookatcompensation plan.

It is the role of the compensation committee tatlsetcompensation for top
management and approve compensation policy focdahgany as a whole.
Shareholders look to the compensation committediga management's interests
with shareholder interest, while providing inceesvor long-term performance.

Exorbitant pay, unwarranted severance packagdspfdoternal pay equity,
abuse of perquisites ("perks"), and corporate sglandhere executives have
been highly paid while shareholders have lostdnbi of dollars, and employees
have lost their jobs and much of their life savinggve shown that many
compensation committee members have not been tméngobs. These
examples provide a reminder to all compensationnsittee members of the
importance of their responsibility to align pay kvigerformance, and to provide
compensation incentives for management while ptioigthe financial interests
of shareholders.

The compensation committee should commit to profutiedescriptions of the
gualitative and quantitative performance measundsb@nchmarks used to
determine annual incentive compensation, incluthegweightings of each
measure. At the beginning of the period duringohlan executive’s
performance is to be measured, the compensatiomdtee should calculate and
disclose the maximum compensation payable in teatahat performance-
related targets are met. At the end of the perdmace cycle, the compensation
committee should disclose actual targets and getailthe determination of final
payouts.

The compensation committee should adopt and impiemérmal policy on the
independence of compensation consultants thascsodied in the Compensation
Discussion and Analysis (CD&A) of the proxy stateeSuch policy should
state that a compensation consultant will not besictered independent if the
consultant firm provides significant services te tompany apart from work
performed for the compensation committee. Senacesonsidered significant if
they are worth the lesser of $50,000 or 1 percetiteoconsultant firm’s gross
revenues for the most recent fiscal year. Undesirmmmstances should the
amount of payment paid to a consultant be largemi@nagement services than
the payment for compensation committee servicdse cbmpensation committee
should not indemnify the compensation consultaniviark provide to the
committee.
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The CRPTF proxy voting policies are based on pajoiog-term sustained
performance, and the responsibility of the compegmsa@ommittee to make this
happen.

Equity Compensation

The CRPTF supports compensating executives atsamahle rate, and believes
that executive compensation should be stronglyetated to the long-term
performance of the company.

Stock option grants and other forms of compensatfmuld be performance-
based with an objective of improving shareholdéu&a@and maintaining that
value over the long term. Well-designed stock@applans align the interests of
executives and shareholders by providing that ekexsibenefit when stock
prices rise as the company - and shareholderssppraver the long-term.

The CRPTF will vote on a CASE-BY-CASE basis on megds for equity-based
compensation plans.

The CRPTF will vote FOR proposals for equity congagion plans that provide
challenging performance objectives and serve tovaiat executives to deliver
excellent long-term performance, and vote AGAIN3ang that permit reloading
of exercised stock options and apparent unreaseanlefits to executives that
are not available to any other employees.

The CRPTF will vote on a CASE-BY-CASE basis for mgament proposals for
equity-based compensation plans that link executivepensation to corporate
responsibility, such as corporate downsizing, austoor employee satisfaction,
community involvement, human rights, environmentgenance, predatory
lending, and executive/employee pay disparitieie TRPTF considers many of
these corporate responsibility issues as key bssiissues linked directly to long-
term shareholder return, and will evaluate thenoatingly.

The CRPTF will vote AGAINST proposals for equityseal compensation plans
if any of the following factors apply:

*  The total cost of the company's equity-based cosgten plans is
unreasonable, based on a model developed by a pobixyg service;

*  The plan expressly permits the repricing of stogkiams without prior
shareholder approval;

*  The plan expressly permits the reloading of stquitons;

 There is a disconnect between CEO pay and the aoytsgaerformance;

The company's three-year burn rate exceeds 3%eondustry average;

*  The plan is a vehicle for poor pay practices.
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Director Retirement Plans

The CRPTF will vote AGAINST management proposats@&irement plans for
non-employee directors.

Employee Stock Ownership Plans (ESOPS)

The CRPTF will vote FOR proposals to implement &OP or increase
authorized shares for existing ESOPs, unless thdauof shares allocated to the
ESOP is excessive (more than five percent of audistg shares).

Incentive Bonus Plans and Tax Deductibility Propsals — OBRA
(Omnibus Budget Reconciliation Act of 1990) Related
Compensation Proposals

The CRPTF will vote FOR management proposals timatnal shareholder-
approved compensation plans to include adminigsgdgatures or place a cap on
the annual grants that any one participant maywved¢e comply with the
provisions of Section 162(m) of OBRA.

The CRPTF will vote FOR management proposals topaifbrmance goals to
existing compensation plans to comply with the gions of Section 162(m)
unless they are clearly inappropriate.

The CRPTF will vote on a CASE-BY-CASE basis on nggmaent proposals to
amend to existing plans to increase shares resangtb qualify for favorable

tax treatment under the provisions of Section 1§2&a% long as the plan does not
exceed the allowable cap and the plan does nateiany of the supplemental
policies.

Generally, the CRPTF will vote FOR cash or cashsiodk bonus plans that are
submitted to shareholders for the purpose of exgpebmpensation from taxes
under the provisions of Section 162(m), if no ims® in shares is requested.

Option Exchange Programs/Repricing Options

The CRPTF will vote on a CASE-BY-CASE basis on ngemaent proposals
seeking approval to exchange/reprice options, tpkito consideration:

. Historic trading patterns;

. Rationale for the re-pricing;

*  Value-for-value exchange,;
Treatment of surrendered options;
e Option vesting;

*  Term of the option;
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. Exercise price;

. Participation;

. If the surrendered options are added back to tb&yeplans for re-issuance,
the CRPTF will also take into consideration the pamny's three-year burn
rate.

X. SHAREHOLDER RESOLUTIONS ON COMPENSATION

A.

Option Expensing

Generally, the CRPTF will vote FOR shareholder liggmns that request
companies to expense stock options, unless theayripas already publicly
committed to expensing options by a specific date.

Option Repricing

The CRPTF will vote FOR shareholder resolutions tbquire companies to put
option repricing to shareholder vote.

Shareholder Resolutions to Limit Executive and Dector Pay

Shareholder resolutions to limit executive andawepay need to be evaluated
on a CASE-BY-CASE basis.

Generally, the CRPTF will vote FOR shareholder peals that seek additional
disclosure of a significant executive and diregtay information.

Generally, the CRPTF will vote FOR shareholder pegbs that seek to eliminate
outside directors' retirement benefits.

Generally, the CRPTF will vote FOR shareholder psabs that seek to provide
for indexed and/or premium priced options.

Generally, the CRPTF will vote FOR shareholder pegbs that seek non-
discrimination in retirement benefits (e.g. retiErhbenefits and pension plans
that are different based on age of employee suchstsbalance plans).

Generally, the CRPTF will vote FOR shareholder iggans that request that
earnings from a company's pension plan not be declun company earnings for
the purpose of evaluating whether an executivepadbrmance targets in their
compensation agreement.

The CRPTF will vote FOR shareholder resolutions teguest companies to

adopt a policy under which there is an annual nodibg advisory shareholder
vote on the company’s compensation report.
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The CRPTF will vote FOR shareholder resolutions teguest companies to
require executives to repay long-term incentive gensation or other
performance-based compensation to the companygiavént a company restates
its financial statements for a previous reportiegqd and such compensation - as
recalculated - is found not to have been earned.

Generally, the CRPTF will vote FOR shareholder iggmns that request
companies to advocate the use of performance-lzagaxdls like indexed,
premium-priced, and performance-vested optionediopmance-based shares.

Severance Agreements for Executives/Golden Patades

The CRPTF will vote FOR shareholder resolutions$ tbguest companies to
require golden parachutes or executive severaneemgnts to be submitted for
shareholder ratification, unless the proposal megushareholder approval prior to
entering into employment contracts, or the propbsats flexibility necessary for
recruiting executives.

The CRPTF will vote on a CASE-BY-CASE basis on jregds to ratify or cancel
golden parachutes. An acceptable parachute shatlidle, but is not limited to,
the following:

*  The triggering mechanism should be beyond the obatrmanagement;

*  The amount should not exceed three times the bmasard defined as the
average annual taxable W-2 compensation durinfjsbe/ears prior to the
year in which the change of control occurs;

*  Change-in-control payments should be double-triggere., 1) after a
change in control has taken place, and 2) ternanaif the executive as a
result of the change in control. Change in congralefined as a change in
the company ownership structure.

Supplemental Executive Retirement Plans (SERPS)

Generally, the CRPTF will vote FOR shareholder iggans that request
companies to allow for a shareholder vote to appi®&ERP agreements, unless
the company's executive pension plans do not aoetaiessive benefits (based
on an analysis by the CRPTF’s proxy voting seraicd other expert analysis).

Generally, the CRPTF will vote FOR shareholder iggans that request

companies to call for limitations of annual retirmh benefits to a maximum of
earned annual salary and bonus.
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Director Compensation

The CRPTF will vote on a CASE-BY-CASE basis on cemgation plans for
non-employee directors.

The CRPTF will vote FOR a director compensatiomplaALL of the following
gualitative factors are met and disclosed in tloxystatement:

»  Director stock ownership policies that require paytof a minimum of
50% of annual director compensation in equity amcbarage directors to
hold their equity interests while serving on thatab

*  Avesting schedule or mandatory holding/deferraiqoe(a minimum
vesting of three years for stock options or resgdcstock or deferred stock
payable at the end of a three-year deferral period)

*  Mix between cash and equity;

. No retirement benefits or perquisites providedda-employee directors;

. Detailed disclosure provided on cash and equitypmormeation delivered to
each non-employee director for the most recenalfigear, including annual
retainer, board meeting fees, committee retairemnoittee-meeting fees,
and equity grants.

Shareholder Resolutions on Compensation Consuhéa
Independence

The CRPTF will vote FOR shareholder resolutions$ tbguest companies to
include in their corporate governance guidelineg #my compensation consultant
employed by the compensation committee be indepe¢rmdenanagement and
that such consultant should not provide significarisulting services to the
management of the company (see Section IX.A. fahéuw discussion).

XI. STATE AND COUNTRY OF INCORPORATION

A.

Voting on State Takeover Statutes

The CRPTF will vote on a CASE-BY-CASE basis on msgds to opt in or out of
state takeover statutes (including control shageliiattion statutes, control share
cash-out statutes, freeze out provisions, faireppiovisions, stakeholder laws,
poison pill endorsements, severance pay and lalydgract provisions, anti-
greenmail provisions, and disgorgement provisions).

The CRPTF generally supports opting into stakehrgddetection statutes if they
provide comprehensive protections for employeescanagmunity stakeholders.
The CRPTF would be less supportive of takeoveusdatthat only serve to
protect incumbent management from accountabilitghi@reholders, and which
negatively influence shareholder value.
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XII.

Voting on Reincorporation Proposals

The CRPTF will vote on a CASE-BY-CASE basis on megds to change a
company's state of incorporation, taking into cdagtion both financial and
corporate governance concerns, including the reafsmmeincorporating, a
comparison of the governance provisions, compaaoonomic benefits, and a
comparison of the jurisdictional laws.

The CRPTF will vote FOR reincorporation when theremmic factors outweigh
any neutral or negative governance changes.

Off-Shore Reincorporation

Proposals to reincorporate outside of the UnitedeStand management proposals
to expatriated companies to reincorporate backeniS will be examined
closely.

The CRPTF will vote AGAINST any reincorporation nagiement proposals that
are found to reduce the rights of shareholders.

The CRPTF will vote FOR shareholder resolutions tbgquest an expatriated
company to study reincorporation back in the US r@part back to shareholders.

The CRPTF will vote FOR shareholder resolutionsetocorporate back in the
US, if those proposals are found to increase tjtesiof shareholders, and/or
have financial benefits to shareholders.

SHAREHOLDER RESOLUTIONS ON EQUAL
EMPLOYMENT OPPORTUNITY AND OTHER
WORKPLACE PRACTICE REPORTING ISSUES

A.

Equal Employment Opportunity

These proposals generally request that a compaalylist a policy of reporting
to shareholders its progress with equal opportuamty affirmative action
programs. The costs of violating federal laws prahibit discrimination by
corporations are high and can affect corporateirgsn

The CRPTF will vote FOR shareholder resolutions$ tbquest companies to take
action on equal employment opportunity and anteihisination.

The CRPTF will vote FOR shareholder resolutionsirgafor legal and
regulatory compliance and public reporting relatedon-discrimination,
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affirmative action, workplace health and safetwimmental issues, and labor
policies and practices that affect long-term coap@performance.

The CRPTF will vote FOR shareholder resolutions$ tbquest companies to take
action calling for non-discrimination in salary, ges and all benefits.

The CRPTF will vote FOR shareholder resolutions teguest companies to ask
for disclosure of statistical information and pgl&tatements regarding non-
discriminatory hiring, performance evaluation addancement, and workforce
composition.

The CRPTF will vote FOR shareholder resolutions$ tbguest companies to
disclose the EEO-1 consolidated data report thides with the Equal
Opportunity Commission (EEOC).

The CRPTF will vote FOR shareholder resolutions$ tbguest companies to
create policy statements regarding non-discrimnyat@ing, performance
evaluations, advancement and affirmative action.

The CRPTF will vote FOR shareholder resolutions$ tbquest companies to add

the terms "sexual orientation," "gender identigrnt/or "gender expression” to
written non-discrimination policies.

Non-Discrimination in Retirement Benefits

Many companies are changing their retirement beneficluding moving to cash
balance and defined contribution pension planserds the potential for some
employees to benefit more than others due to ttleseges.

The CRPTF will vote FOR shareholder resolutions teguest companies to
ensure non-discrimination in retirement benefits.

Workplace Diversity

i) Glass Ceiling
Generally, the CRPTF will vote FOR reports outlonthe company's
progress towards race and gender inclusivenesairagement and the
board of directors.

i)  Sexual Orientation
The CRPTF will vote FOR shareholder resolutions teguest companies

to amend EEO statements in order to prohibit disicration based on
sexual orientation.
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D. International Labor Standards/Human Rights

)

Contract Supplier Standards / International Codes & Conduct / Vendor
Standards

This section addresses shareholder resolutiongaligbr compliance with
governmental mandates and corporate policies ragpnbndiscrimination,
affirmative action, right to affiliate or organizeprk place safety and
health, and other basic labor and human rightseptioins, particularly in
relation to the use of international suppliers.e Tfobal labor standards and
human rights resolutions call for global compangesnplement
comprehensive codes of conduct, and to abide byerdions of the
International Labor Organization (ILO) on workpladoeman rights, in order
to assure that its products are made under hunaarttions and workers
are paid at a minimum the legal minimum wage. TRPTF proxy voting
policies support these resolutions on the groundsthese standards are
good business practices that protect shareholdiee oy improving worker
productivity, reducing turnover and time lost daertjury, etc, as well as
avoiding negative publicity and a loss of consunwifidence.

Generally, the CRPTF will vote FOR resolutions tlegfuest companies to
ensure that its products are not made in “sweatshop

Generally, the CRPTF will vote FOR resolutions tlegfuest companies to
help eradicate forced labor and child labor, pramtbe rights of workers to
form and join labor unions and to bargain colleelyy seek to ensure that all
workers are paid a living wage, and require thatgany contractors submit
to independent monitoring of their factories.

Generally, the CRPTF will vote FOR resolutions tlegfuest companies to
adopt labor standards — a “Code of Conduct” - doeign and domestic
suppliers and licensees, and a policy that the eoywill not do business
with suppliers that manufacture products for salagiforced labor, child
labor, or that fail to comply with applicable lawsotecting employees *
wages and working conditions including all applieastandards and laws
protecting employees’ wages, benefits, working abons, freedom of
association (right to organize), and other rights.

Generally, the CRPTF will vote FOR resolutions tlegjuest companies to
publish their “Code of Conduct.”

Generally, the CRPTF will vote FOR resolutions tlegfuest companies to

publish a report summarizing the company's cunpeattices for
enforcement of its “Code of Conduct.”
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Generally, the CRPTF will vote FOR resolutions tlegfuest companies to
engage independent monitoring programs by non-govental
organizations to monitor suppliers and licenseep@nce with a
company’s “Code of Conduct.”

Generally, the CRPTF will vote FOR resolutions tlefuest companies to
create incentives to encourage suppliers to réselards rather than
terminate contracts.

Generally, the CRPTF will vote FOR resolutions tlegfuest companies to
implement policies for ongoing wage adjustmentsueing adequate
purchasing power and a sustainable living wagemoployees of foreign
suppliers and licensees.

Generally, the CRPTF will vote FOR resolutions tlegjuest companies to
improve transparency of their contract supplieiees.

Generally, the CRPTF will vote FOR shareholder ggmns that request
companies to outline vendor standards.

Corporate Conduct and Human Rights

The CRPTF will generally support proposals that fcalthe adoption and/or
enforcement of principles or codes relating to ¢oas in which there are
systematic violations of human rights, such asugeof slave, child, or
prison labor; a government that is illegitimatewdrere there is a call by
human rights advocates, pro-democracy organizat@mrsgitimately-elected
representatives for economic sanctions.

Generally, the CRPTF will vote FOR resolutions tlejuest companies to
support Principles or Codes of Conduct relatintheocompany investment in
countries with patterns of workplace and/or hunights abuses.

Generally, the CRPTF will vote FOR shareholder iggans that request
companies to adopt policies that reflect the pious of the General Statutes
of Connecticut.

Equal Credit and Insurance Opportunity

Access to capital and insurance is essential tocgeating in our society. The
Equal Credit Opportunity Act prohibits lenders fraiiscriminating with regard to
race, religion, national origin, sex, age and tke.| "Redlining," the systematic
denial of services in an area based on its econonethnic profile, has a similar
negative impact on denying participation in ouristyc
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The CRPTF will vote FOR shareholder resolutions teguest companies to
provide reports on lending practices in low/modeiatome or minority areas
and on steps to remedy mortgage lending discrinoinat

The CRPTF will vote FOR shareholder resolutions teguest companies to
develop fair "lending policies" that would assuceess to credit for major
disadvantaged groups and require annual repostsaieholders on their
implementation.

The CRPTF will vote FOR shareholder resolutions tbquest insurance
companies and banks to appraise their practiceslewelop policies to avoid
redlining.

XIII. SHAREHOLDER RESOLUTIONS ON CORPORATE
CITIZENSHIP, WORKPLACE, AND ENVIRONMENTAL
ISSUES

In general, the CRPTF will vote FOR shareholdeoliggons on responsible business
practices that have an impact on the communityirenment, and workforce, all of
which the company relies on to sustain its busiogss the long-term.

In most cases, the CRPTF will vote FOR sharehalkekalutions that request companies
to promote additional information that is not aable elsewhere and that is not
proprietary, particularly when it appears compaiigge not adequately addressed
shareholders' corporate citizen, workforce, andrenmental concerns.

In determining the CRPTF’s vote on shareholderlmt®ms that address responsible
business proposals, the CRPTF will analyze thevefig factors:

* Whether adoption of the resolution would have atp@sor negative impact on
the company's long-term share value;

» The degree to which the company's stated positicin® issues could affect its
reputation or sales, or leave it vulnerable to lottyor selective purchasing;

* Whether the company has already responded in sppre@iate manner to the
request embodied in a proposal;

* Whether the company's analysis and voting recomatendto shareholders is
persuasive;

* What other companies have done in response teshe;i

* Whether the proposal itself is well framed and oeable;

» Whether implementation of the resolution would agbithe objectives sought in
the proposal; and

* Whether the subject of the resolution is bestttethe discretion of the board.
In general, the CRPTF will vote FOR shareholdeoliggons that request companies to
furnish information helpful to shareholders in exslng the company's operations. In
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order to be able to monitor their investments, shalders often need information best
provided by the company in which they have investedquests to report such
information merit support.

The CRPTF will evaluate on a CASE-BY-CASE basigpsals that request the
company to cease certain actions that the propdiadietves is harmful to society or
some segment of society, with special attentiaiméocompany's legal and ethical
obligations, its ability to remain profitable, apdtential negative publicity if the
company fails to honor the request.

A.  Principles for Responsible Investment

The Principles for Responsible Investment (PRipvide a framework to give
consideration to environmental, social and cormogatvernance (ESG) issues
that can affect the performance of investment pbos. The Principles were
developed by a number of international institutlaneestors, including the
Connecticut State Treasurer’s Office. The Unitedidhs Environmental
Program Financial Initiative (UNEP-FI) coordinatibeé effort. The Principles
were launched by this group of international in@esin April 2006, at the New
York Stock Exchange with U.N. Secretary Generalilkoinan. The principles
are consistent with the discussion immediately abov

Principle # 2 specifically states that, “We will Betive owners and incorporate
ESG issues into our ownership policies and prasticEhese proxy voting
policies are an element of the CRPTF’s active osimgrpolicies, and give
guidance as to how the CRPTF incorporates thegedsato its policies and
practices.

B. MacBride Principles

The MacBride Principles request companies operatifdprthern Ireland to
support the equal employment opportunity policied aipply in facilities they
operate domestically. State of Connecticut Gertatatutes requires divestment
from companies that do not implement the MacBridediples (CGS 3-13h).
The MacBride Principles were established to addiessectarian hiring
problems between Protestant and Catholics in Northlieland. Because
Connecticut Statutes prohibit the CRPTF from haldtocks in companies doing
business in Northern Ireland that have not impleettthe MacBride principles,
the CRPTF does not hold stocks in companies tolwtasolutions are submitted,
and therefore does not vote on these resolutions.

" The principles can be foundwtvw.unpri.orgas well as on the Connecticut State Treasurerssite
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The CRPTF will request their adoption and suppaacBride resolutions by writing
letters to these companies urging them to implerttenMacBride principles and act as
good corporate citizens as well as be eligiblarfeestment by the CRPTF.

C. Climate Change, Energy, and Environment
i)  Global Warming, Climate Change, and Sustainability

According to a report by CERES, a national netwafrkavestors,
environmental organizations and other public irgegeoups working with
companies and investors to address sustainahilgifengesyalue at Risk:
Climate Change and the Future of Governance, "Climate change is rapidly
becoming one of the core challenges of the 21gdticgfor corporate
directors and institutional investors.” There direct economic and
financial risks to companies from physical damage @ extreme weather
patterns due to climate change. Economic and ¢iahrisks can also occur
when companies are not prepared for complying natlv regulators
curbing carbon emissions.

The CRPTF will vote FOR shareholder resolutions thguest companies
to report on greenhouse gas emissions from compaenation and of the
company’s products in relation to their impactgbobal climate change.

The CRPTF will vote FOR shareholder resolutions thguest companies
to develop a standard reporting format and datelim&sso that data from
the company can be accurately compared to datadtber companies, and
compared to recognized measurement standards.

The CRPTF will vote FOR shareholder resolutions teguest companies
to provide a report that evaluates the risks thatcompany may be facing
due to climate change.

The CRPTF will vote FOR shareholder resolutions teguest companies
to provide a "sustainability report,” such as tHeli@al Reporting Initiative,
that describes how the company plans to addresssss climate change
and other long-term social, economic and envirornaiessues in order to
maintain the long-term financial health of the c@mypin a changing
environment.

i)  Kyoto Protocol Compliance

The Kyoto Protocol is an international treaty whagts limits on
greenhouse gas emissions.
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ii)

iv)

Generally, the CRPTF will vote FOR shareholder iggmns that request
that companies to outline their preparations to ggrwith standards
established by Kyoto Protocol in countries in whikgjoto applies.

CERES Principles

The CRPTF will vote FOR shareholder resolutionsiestjng companies to

adopt the CERES Principles, taking into account:

* The company's current environmental disclosure bheyegal
requirements, including environmental health arffdtgdEHS) audits
and reports that may duplicate CERES;

* The company's environmental performance recordljdig violations
of federal and state regulations, level of toxidssions, and accidental
spills;

* Environmentally conscious practices of peer comgmnncluding
endorsement of CERES;

» Costs to the company of membership and implementati

Generally, the CRPTF will vote FOR shareholder iggans that request
companies to sign onto the Global Compact, Equatioiciples, and other
similarly broadly recognized commitments to susthihity principals.

The CRPTF will vote FOR shareholder resolutions teguest companies
to address matters of specific ecological impagt, ustainable use of
natural resources, waste reduction, wiser use @rfggnreduction of health
and safety risks, marketing of safer products amdices, reduction or
elimination of chlorine in production processesp@nsible environmental
restoration, etc.

The CRPTF will vote FOR shareholder resolutions thguest companies
to report on, assess the impact of, and curtairenmental hazards to
communities that result from their activities.

The CRPTF will vote FOR shareholder resolutions tequest oil
companies not to explore and oil and gas extraati@reas where there is a
significant danger of permanent damage to the enrient.

Arctic National Wildlife Refuge
Generally, the CRPTF will vote FOR shareholder iggans that request
companies to provide reports outlining how it woptévent potential

environmental damages from drilling in the Arctiatddnal Wildlife Refuge
(ANWR).
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Vi)

vii)

Environmental-Economic Risk Report

Generally, the CRPTF will vote FOR shareholder iggans that request
companies to perform an economic risk assessmertvifonmental
performance, unless the company has already publehonstrated
compliance with the spirit of the resolution bylumting a report of such risk
assessment in a sustainability report, corporaeoresibility report, or
similar report.

Environmental Reports

Generally, the CRPTF will vote FOR shareholder ggmns that request
companies to provide reports disclosing the comgagwironmental
policies, unless the company already has enviroteheranagement
systems that are well-documented and availablegg@tiblic.

Nuclear Safety

Generally, the CRPTF will vote FOR shareholder iggmns that request
companies to provide reports on risks and/or b&nafisociated with their
nuclear reactor designs and/or the production atelim storage of
irradiated fuel rods.

viii) Operations in Protected Areas

Generally, the CRPTF will vote FOR shareholder ggmns that request
companies to provide reports outlining potentialimnmental damage
from operations in protected regions, includingdlifié refuges.

Renewable Energy

Generally, the CRPTF will vote FOR requests folorepon the feasibility
of developing renewable energy sources, unlessefhat is duplicative of
existing disclosure or irrelevant to the compaltigs of business.

Environmental Justice

The CRPTF will generally support proposals askiognpanies to report on
whether environmental and health risks posed hy #ativities fall
disproportionately on any one group or groups, tartdke action to reduce
those risks at reasonable costs to the company.

The CRPTF will generally support proposals askiognpanies when siting
and addressing issues related to facilities whiely have impact on local
environment and to respect the rights of local camitres to participate in
decisions affecting their local environment.
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Special Policy Review and Shareholder Advisory @nmittees

The CRPTF will vote FOR shareholder resolutions$ tbguest companies to
support advisory committees when they appear t&r affpotentially effective
method for enhancing shareholder value.

Drug Reimportation

Generally, the CRPTF will vote FOR shareholder iggmns that request
companies to provide reports on the financial &gal impact of their policies
regarding prescription drug reimportation, unlasshsinformation is already
publicly disclosed.

Generally, the CRPTF will vote AGAINST shareholdesolutions requesting
that companies adopt specific policies to encoucagmnstrain prescription drug
reimportation.

HIV/AIDS, Malaria, Tuberculosis

The CRPTF will vote FOR shareholder resolutionsetpuest companies to
establish, implement, and report on a standardsyganse to the HIV/AIDS,
tuberculosis, and malaria health pandemic in Afand other developing
countries, unless the company doesn’t have sigmfioperations in these
markets or has adopted policies and/or procedaraddress these issues
comparable to those of industry peers.

Predatory Lending

The CRPTF will vote FOR shareholder resolutions$ tbguest companies to
adopt policies that preclude predatory lending fcas.

The CRPTF will vote on a CASE-BY-CASE basis on esjs for reports on the
company's procedures for preventing predatory tepdncluding the
establishment of a board committee for oversigtking into account:

*  Whether the company has adequately disclosed misohsun place to
prevent abusive lending practices;

*  Whether the company has adequately disclosedribadial risks of its
subprime business;

*  Whether the company has been subject to violabbtending laws or
serious lending controversies;

*  Peer companies’ policies to prevent abusive lengdnagtices.
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Toxic Chemicals

Generally, the CRPTF will vote FOR shareholder iggans that request
companies disclose its policies related to toxiensitals.

The CRPTF will vote on a CASE-BY-CASE basis on heBons requesting that
companies evaluate and disclose the potential éinhand legal risks associated
with utilizing certain chemicals.

XIV. SHAREHOLDER RESOLUTIONS ON GENERAL
CORPORATE ISSUES

A.

Charitable/Political Contributions

The CRPTF will vote AGAINST shareholder resolutidhat request companies
not to make charitable contributions.

Shareholders concerned about the influence of campdunds on the political
process have called attention to the use of: 'feoftey,"” (i.e., funds that are not
given directly to candidates, but to political pestfor "party-building” activities);
“527” committeed, and industry political action committees. Resohs
typically call for greater disclosure of corpora@mpaign financing, policies to
protect employees from unwanted political soliottas, and policies to protect
the reputation of the company.

The CRPTF will vote AGAINST shareholder resolutidhat bar companies from
making political contributions. Businesses arect#d by legislation at the
federal, state, and local level and barring contrdns can put the company at a
competitive disadvantage.

The CRPTF will generally support shareholder resahs that request companies
to provide greater disclosure of corporate camp#ig@ncing.

Link Executive Compensation to Corporate Respasibility

The CRPTF will vote on a on a CASE-BY-CASE basisgnity-based
compensation plans that link executive compensati@orporate responsibility.
Factors weighed include corporate downsizing, ecustoor employee
satisfaction, community involvement, human rigletsyironmental performance,
predatory lending, and executive/employee pay disps Such resolutions will
be evaluated in the context of:

® A 527 is a non-profit organization formed undect®m 527 of the Internal Revenue Code
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*  The degree to which the issue can be linked towgkeccompensation and
the long term financial performance of the company;

*  The degree that social performance is already dedun the company's pay
structure and disclosed,;

*  Violations or complaints filed against the compaehating to the particular
social performance measure;

e Current company pay levels.

Outsourcing

The CRPTF will vote on a CASE-BY-CASE basis on egds calling for
companies to report on the risks associated witboamcing.

Military Sales

Generally, the CRPTF will vote FOR shareholder iggans that request
companies to report on foreign military sales acahemic conversion of
facilities, as long as such resolutions permit d@tiosure of confidential and
proprietary information.

Operations in Nations Sponsoring Terrorism

The CRPTF will vote on a CASE-BY-CASE basis on shatder resolutions that
require the establishment of a board committeevwew and report on the
company's financial and reputational risks fronoperations in a terrorism-
sponsoring state.

Business Strategy

Shareholders have introduced resolutions askingdsas directors to examine
the impact of particular business strategies og-kenm corporate value in light
of changing market conditions that could affectseparticular business
strategies, and to report back to shareholderge. GRPTF generally supports
enhanced disclosure to shareholders on how the aaoyrgddresses issues that
may present significant risk to long-term corponeie.
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APPENDIX

Transferable Stock Options (TSOs)

Academic literature by Kevin Murphy and Brian HéDption Value does not Equal
Option Cost” and “The Trouble with Stock Optionstows that employees place
significant discounts on the value of their stopki@n grants. The mis-alignment results
in an excess grant of stock options and transfehafeholder equity at the expense of
stockholders.

Transferable stock options (TSOs) may potentialigde the gap. TSOs are stock
options that the option holder can sell, generatls discount to their fair value
calculated using an appropriate financial moded third party financial institution in
exchange for cash or stock. Employees can reagd\ttgat value exists in their unvested
stock options, even the underwater ones.

Microsoft was the first company that conducted e-tme broad-based TSO program
with the assistance of JP Morgan Chase in late .ZDI®& company offered to buy
packages of options previously granted to emplayBesse packages were then re-
purchased by JP Morgan Chase, after first remdiarfgiture and other provisions
unique to employee options. No known companies lbéfeeed an ongoing TSO
program.

There are two types of TSOs programs: one-timestearand an ongoing transfer. For
one-time transfer programs, ISS will recommend otding votes from compensation
committee members if they fail to submit one-timansfer for shareholder approval.
One-time transfer will be evaluated on a CASE-BY SFAbasis giving consideration to
the following features:

« Executive officers and non-employee directors sthdnl excluded from
participating;

« Stock options must be purchased by a third-panigritial institution at a discount
to their fair value using Black-Scholes Option PrigcModel or Binomial Option
Valuation or other appropriate financial models;

« A two-year minimum holding period for sale proceéckssh or stock) for all
participants.

Additionally, management should provide a clear@xation of why options are being
transferred and whether the events leading upe@dcline in stock price were beyond
management's control. A review of the company®htsstock price volatility should
indicate if the options are likely to be back “lmletmoney” over the near term.

For an ongoing TSO program, TSOs will be one ofavard types under a stock plan.
The ongoing TSO program, structure and mechanict brudisclosed to shareholders.
The forfeiture rate is set to zero for the TSO iporof shares under the Binomial
Valuation Model. Amendments to existing plans td&iw for introduction of
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transferability of stock options should make cliggat only options granted post-
amendment shall be transferable.
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