Proxy Voting Guidelines for U.S. Companies
Shareholder and Social Issue Proposals
Sierra Club Mutual Funds

Shareholder Proposals

Shareholder Approval of Auditors

Issue

Always vote for a shareholder proposal calling for stockholder ratification of auditors.

Auditors Must Attend Annual Meeting

Issue

Always vote for a shareholder proposal calling for the auditors to attend the annual
meeting.

Limit Consulting by Auditors

Issue

Always vote for a shareholder proposal calling for limiting consulting by auditors.

Rotate Auditors
Issue

Always vote for a shareholder proposal calling for the rotation of auditors.

Restore Preemptive Rights
Issue

Always vote for a shareholder proposal to restore preemptive rights.

Study Sale or Spin-Off

Issue

Always vote for a shareholder proposal asking the company to study sales, spin-offs or
other strategic alternatives.

Adopt Confidential Voting

Issue

Always vote for a shareholder proposal asking the board to adopt confidential voting and
independent tabulation of the proxy ballots.

Counting Shareholder Votes
Issue

Always vote for a shareholder proposal asking the company to refrain from counting
abstentions and broker non-votes in vote tabulations.
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No Discretionary Voting
Issue

Always vote for a shareholder proposal to eliminate the company’s discretion to vote
unmarked proxy ballots.

Equal Access to the Proxy
Issue

Always vote for a shareholder proposal to provide equal access to the proxy materials for
shareholders.

Improve Meeting Reports
Issue

Always vote for a shareholder proposal to improve annual meeting reports.

Change Annual Meeting Location
ISsue

Vote case-by-case on a shareholder proposal to change the annual meeting location.

Change Annual Meeting Date

Issue

Vote case-by-case on a shareholder proposal to change the annual meeting date.

Board Inclusiveness
Issue

Always vote for a shareholder proposal asking the board to include more women and
minorities as directors.

Increase Board Independence
ISsue

Always vote for a shareholder proposal seeking to increase board independence.

Director Tenure/Retirement Age
Issue

Vote case-by-case on a shareholder proposal to change the annual meeting location.

Minimum Stock Ownership by Directors
Issue

Always vote for a shareholder proposal to require minimum stock ownership by directors.
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Allow Union/Employee Representatives on the Board
Issue

Always vote for a shareholder proposal that seeks to provide for union or employee
representatives on the board of directors.

Directors' Role in Corporate Strategy
Issue

Always vote for a shareholder proposal seeking to increase disclosure regarding the
board’s role in the development and monitoring of the company’s long-term strategic plan.

Increase Nominating Committee Independence
Issue

Always vote for a shareholder proposal to increase the independence of the nominating
committee.

Create Nominating Committee
ISsue

Always vote for a shareholder proposal to create a nominating committee of the board.

Create Shareholder Committee
Issue

Always vote for a shareholder proposal urging the creation of a shareholder committee.

Independent Board Chairman
Issue

Always vote for a shareholder proposal asking that the chairman of the board of directors
be chosen from among the ranks of the non-employee directors.

Lead Director
Issue

Always vote for a shareholder proposal asking that a lead director be chosen from among
the ranks of non-employee directors.

Adopt Cumulative Voting

Issue

Always vote for a shareholder proposal calling for the adoption of cumulative voting.

Require Nominee Statement in Proxy
Issue
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Always vote for a shareholder proposal to require directors to place a statement of
candidacy in the proxy statement.

Double Board Nominees
Issue

Always vote for a shareholder proposal to nominate two director candidates for each open
board seat.

Director Liability

Issue

Always vote for a shareholder proposal to make directors liable for acts or omissions that
constitute a breach of fiduciary care resulting from a director’s gross negligence and/or
reckless or willful neglect.

Repeal Classified Board
Issue

Always vote for a shareholder proposal to repeal a classified board.

Redeem or Vote on Poison Pill
Issue

Always vote for a shareholder proposal asking the board to redeem or to allow
shareholders to vote on a poison pill shareholder rights plan.

Eliminate Supermajority Provision
Issue

Always vote for a shareholder proposal that seeks to eliminate supermajority provisions.

Reduce Supermajority Provision
Issue

Always vote for a shareholder proposal that seeks to reduce supermajority provisions.

Repeal Fair Price Provision
Issue

Vote case-by-case on a shareholder proposal to change the annual meeting location.

Restore Right to Call a Special Meeting

Issue

Always vote for a shareholder proposal to restore shareholders’ right to call a special
meeting.
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Restore Right to Act by Written Consent

Issue

Always vote for a shareholder proposal to restore shareholders’ right to act by written
consent.

Prohibit Targeted Share Placement

Issue

Always vote for a shareholder proposal to limit the board’s discretion to issue targeted
share placements or to require shareholder approval before such block placements can be
made.

Opt Out of State Takeover Statute

Issue

Always vote for a shareholder proposal seeking to force the company to opt out of a state
takeover statutory provision.

Reincorporation
Issue
Vote against if the new state has stronger anti-takeover provisions.

Vote case-by-case otherwise.

Adopt Anti-Greenmail Provision
Issue

Always vote for a shareholder proposal to limit greenmail payments.

Restrict Executive Compensation
Issue
Vote against if the proposal limits executive pay without linking compensation to financial
performance.

Vote case-by-case otherwise.

Disclose Executive Compensation
Issue

Always vote for a shareholder proposal to enhance the disclosure of executive
compensation.

Restrict Director Compensation
Issue

Always vote for a shareholder proposal to restrict director compensation.
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Cap Executive Pay
Issue

Always vote for a shareholder proposal to cap executive pay.

Pay Directors in Stock
Issue
Vote against if the resolution would require directors to receive their entire compensation in
the form of company stock.

Vote case-by-case otherwise.

Approve Executive Compensation
Issue

Always vote for a shareholder proposal calling for shareholder votes on executive pay.

Restrict Director Pensions
Issue

Always vote for a shareholder proposal calling for the termination of director retirement
plans.

Review/Report on/Link Executive Pay to Social Performance
Issue

Always vote for a shareholder proposal that asks management to review, report on and/or
link executive compensation to non-financial criteria, particularly social criteria.

No Repricing of Underwater Options
Issue

Always vote for a shareholder proposal seeking shareholder approval to reprice or replace
underwater stock options.

Golden Parachutes
Issue

Always vote for a shareholder proposal calling for a ban or shareholder vote on future
golden parachutes.

Award Performance-Based Stock Options
Issue

Always vote for a shareholder proposal seeking to award performance-based stock options.
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Expense Stock Options

Issue

Always vote for a shareholder proposal establishing a policy of expensing the costs of all
future stock options issued by the company in the company’s annual income statement.

Pension Fund Surplus
Issue

Always vote for a shareholder proposal that requests future executive compensation be
determined without regard to any pension fund income.

Create Compensation Committee
Issue

Always vote for a shareholder proposal to create a compensation committee.

Hire Independent Compensation Consultant
Issue

Always vote for a shareholder proposal to require that the compensation committee hire its
own independent compensation consultants-separate from the compensation consultants
working with corporate management-to assist with executive compensation issues.

Increase Compensation Committee Independence
Issue

Always vote for a shareholder proposal to increase the independence of the compensation
committee.

Increase Audit Committee Independence
Issue

Always vote for a shareholder proposal to increase the independence of the audit
committee.

Increase Key Committee Independence
Issue

Always vote for a shareholder proposal to increase the independence of key committees.
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Environmental and Social Issue Proposals

Develop/Report on Human Rights Policy

Issue

Always vote for a shareholder proposal that asks the company to develop or report on
human rights policies.

Review Operations' Impact on Local Groups
Issue

Always vote for a shareholder proposal that asks the company to review its operations’
impact on local groups.

Burma-Limit or End Operations
Issue

Always vote for a shareholder proposal that asks the company to limit or end operations in
Burma.

Burma-Review Operations
Issue

Always vote for a shareholder proposal that asks management to review operations in
Burma.

China-No Use of Forced Labor
Issue

Always vote for a shareholder proposal that asks management to certify that company
operations are free of forced labor.

China-Adopt Code of Conduct

Issue

Always vote for a shareholder proposal that asks management to implement and/or
increase activity on each of the principles of the U.S. Business Principles for Human Rights
of Workers in China.

Review Military Contracting Criteria
Issue

Always vote for a shareholder proposal that asks management to develop social, economic
and ethical criteria that the company could use to determine the acceptability of military
contracts and to govern the execution of the contracts.
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Review Economic Conversion
Issue

Always vote for a shareholder proposal that asks management to create a plan for
converting the company’s facilities that are dependent on defense contracts toward
production for commercial markets.

Review Space Weapons
Issue

Always vote for a shareholder proposal that asks management to report on the company’s
government contracts for the development of ballistic missile defense technologies and
related space systems.

Review Foreign Military Sales
Issue

Always vote for a shareholder proposal that asks management to report on the company’s
foreign military sales or foreign offset activities.

Limit or End Nuclear Weapons Production
Issue

Always vote for a shareholder proposal that asks management to limit or end nuclear
weapons production.

Review Nuclear Weapons Production
Issue

Always vote for a shareholder proposal that asks management to review nuclear weapons
production.

Review Charitable Giving Policy
Issue
Vote against if the company has a well-managed program or the proposal will be unduly
burdensome.

Limit or End Charitable Giving

Issue

Always vote against a shareholder proposal that asks the company to limit or end
charitable giving.

Review Political Spending
Issue

Always vote for a shareholder proposal that asks the company to increase disclosure of
political spending and activities.
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Disclose Prior Government Service
Issue

Always vote for a shareholder proposal requesting disclosure of company executives' prior
government service.

Affirm Political Nonpartisanship
Issue

Always vote for a shareholder proposal requesting affirmation of political nonpartisanship.

Review Tobacco Marketing
Issue

Always vote for a shareholder proposal that asks management to report on or change
tobacco product marketing practices.

Sever Links with Tobacco Industry
Issue

Always vote for a shareholder proposal to sever links with the tobacco industry.

Review or Reduce Tobacco Harm to Health
Issue

Always vote for a shareholder proposal that asks the company to review or reduce tobacco
harm to health.

Review or Promote Animal Welfare
Issue

Always vote for a shareholder proposal that asks management to review or promote animal
welfare.

Review Drug Pricing or Distribution
Issue

Always vote for a shareholder proposal that asks the company to report or take action on
pharmaceutical drug pricing or distribution.

Review Nuclear Facility/Waste
Issue

Always vote for a shareholder proposal that asks the company to review or report on
nuclear facilities or nuclear waste.
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Review Energy Efficiency & Renewables
Issue

Always vote for a shareholder proposal that asks the company to review its reliance on
nuclear and fossil fuels, its development or use of solar and wind power, or its energy
efficiency.

Endorse Ceres Principles
Issue

Always vote for a shareholder proposal that asks management to endorse the Ceres
principles.

Control Generation of Pollutants
Issue

Always vote for a shareholder proposal that asks the company to control generation of
pollutant(s).

Report on Environmental Impact or Plans
Issue

Always vote for a shareholder proposal that asks the company to report on its
environmental impact or plans.

Report or Take Action on Climate Change
Issue

Always vote for a shareholder proposal that asks management to report or take action on
climate change.

Review or Curb Bioengineering
ISsue

Always vote for a shareholder proposal that asks management to report on, label or restrict
sales of bioengineered products.

Preserve/Report on Natural Habitat
ISsue

Always vote for a shareholder proposal that asks the company to preserve natural habitat.

Review Developing Country Debt
Issue

Always vote for a shareholder proposal asking the company to review its developing
country debt and lending criteria and to report to shareholders on its findings.
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Review Social Impact of Financial Ventures
Issue

Always vote for a shareholder proposal that requests a company to assess the
environmental, public health, human rights, labor rights or other socioeconomic impacts of
its credit decisions.

Review Fair Lending Policy
Issue

Always vote for a shareholder proposal requesting reports and/or reviews of plans and/or
policies on fair lending practices.

Review Plant Closings
Issue

Always vote for a shareholder proposal that asks the company to establish committees to
consider issues related to facilities closure and relocation of work.

Report on EEO

Issue

Always vote for a shareholder proposal that asks management to report on the company's
affirmative action policies and programs, including releasing its EEO-1 forms and providing
statistical data on specific positions within the company.

Drop Sexual Orientation from EEO Policy

Issue

Always vote against a shareholder proposal that asks management to drop sexual
orientation from EEO policy.

Adopt Sexual Orientation Anti-Bias Policy

Issue

Always vote for a shareholder proposal that asks management to adopt a sexual orientation
non-discrimination policy.

Review Mexican Work force Conditions
Issue

Always vote for a shareholder proposal that asks management to report on or review
Mexican operations.
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Adopt Standards for Mexican Operation
Issue

Always vote for a shareholder proposal that asks management to adopt standards for
Mexican operations.

Review or Implement MacBride Principles
Issue

Always vote for a shareholder proposal that asks management to review or implement the
MacBride principles.

Urge MacBride on Contractor/Franchisee
Issue

Always vote for a shareholder proposal that asks the company to encourage its contractors
and franchisees to implement the MacBride principles.

Review Global Labor Practices
Issue

Always vote for a shareholder proposal that asks management to report on or review its
global labor practices or those of their contractors.

Monitor/Adopt ILO Conventions

Issue

Always vote for a shareholder proposal that asks management to adopt, implement or
enforce a global workplace code of conduct based on the International Labor Organization's
(ILO) core labor conventions.

Report on Sustainability
ISsue

Always vote for a shareholder proposal requesting reports on sustainability.

Sierra Club Mutual Funds Proxy Guidelines — Shareholder Proposals 13



