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 2 

RESPONSIBILITY OF THE INVESTMENT MANAGER TO VOTE PROXIES  3 

 4 

Franklin Advisory Services, LLC (hereinafter the "Investment Manager") has delegated its administrative duties with respect to 5 

voting proxies for securities to the Proxy Group within Franklin Templeton Companies, LLC (the "Proxy Group"), a wholly-owned 6 

subsidiary of Franklin Resources, Inc. Franklin Templeton Companies, LLC provides a variety of general corporate services to its 7 

affiliates, including, but not limited to, legal and compliance activities. Proxy duties consist of analyzing proxy statements of 8 

issuers whose stock is owned by any client (including both investment companies and any separate accounts managed by the 9 

Investment Manager) that has either delegated proxy voting administrative responsibility to the Investment Manager or has asked 10 

for information and/or recommendations on the issues to be voted. The Investment Manager will inform Advisory Clients that 11 

have not delegated the voting responsibility but that have requested voting advice about the Investment Manager's views on such 12 

proxy votes. The Proxy Group also provides these services to other advisory affiliates of the Investment Manager. 13 

The Proxy Group will process proxy votes on behalf of, and the Investment Manager votes proxies solely in the best interests of, 14 

separate account clients, the Investment Manager-managed investment company shareholders, or shareholders of funds that 15 

have appointed Franklin Templeton International Services S.à.r.l. (“FTIS S.à.r.l.”) as the Management Company, provided such 16 

funds or clients have properly delegated such responsibility in writing, or, where employee benefit plan assets subject to the 17 

Employee Retirement Income Security Act of 1974, as amended, are involved (“ERISA accounts”), in the best interests of the 18 

plan participants and beneficiaries (collectively, "Advisory Clients"), unless (i) the power to vote has been specifically retained by 19 

the named fiduciary in the documents in which the named fiduciary appointed the Investment Manager or (ii) the documents 20 

otherwise expressly prohibit the Investment Manager from voting proxies. The Investment Manager recognizes that the exercise 21 

of voting rights on securities held by ERISA plans for which the Investment Manager has voting responsibility is a fiduciary duty 22 

that must be exercised with care, skill, prudence and diligence.  23 

In certain circumstances, Advisory Clients are permitted to direct their votes in a solicitation pursuant to the Investment 24 

Management Agreement. An Advisory Client that wishes to direct its vote shall give reasonable prior written notice to the 25 

Investment Manager indicating such intention and provide written instructions directing the Investment Manager or the Proxy 26 

Group to vote regarding the solicitation. Where such prior written notice is received, the Proxy Group will vote proxies in 27 

accordance with such written notification received from the Advisory Client.  28 

The Investment Manager has adopted and implemented Proxy Voting Policies and Procedures (“Proxy Policies”) that it believes 29 

are reasonably designed to ensure that proxies are voted in the best interest of Advisory Clients in accordance with its fiduciary 30 

duties and rule 206(4)-6 under the Investment Advisers Act of 1940. To the extent that the Investment Manager has a 31 

subadvisory agreement with an affiliated investment manager (the “Affiliated Subadviser”) with respect to a particular Advisory 32 

Client, the Investment Manager may delegate proxy voting responsibility to the Affiliated Subadviser. The Investment Manager’s 33 

Proxy Voting Policies and Procedures are substantially similar to those of its affiliated investment managers. The Investment 34 

Manager may also delegate proxy voting responsibility to a Non-Affiliated Subadviser in certain limited situations as disclosed to 35 

fund shareholders (e.g., where an Investment Manager to a pooled investment vehicle has engaged an unaffiliated Subadviser to 36 

manage all or a portion of the assets). 37 

HOW THE INVESTMENT MANAGER VOTES PROXIES  38 

Fiduciary Considerations 39 

All proxies received by the Proxy Group will be voted based upon the Investment Manager's instructions and/or policies. To assist 40 

it in analyzing proxies of equity securities, the Investment Manager subscribes to Institutional Shareholder Services Inc. ("ISS"), 41 

an unaffiliated third party corporate governance research service that provides in-depth analyses of shareholder meeting agendas 42 



and vote recommendations. In addition, the Investment Manager subscribes to ISS’s Proxy Voting Service and Vote Disclosure 43 

Service. These services include receipt of proxy ballots, custodian bank relations, account maintenance, vote execution, ballot 44 

reconciliation, vote record maintenance, comprehensive reporting capabilities, and vote disclosure services. Also, the Investment 45 

Manager subscribes to Glass, Lewis & Co., LLC ("Glass Lewis"), an unaffiliated third party analytical research firm, to receive 46 

analyses and vote recommendations on the shareholder meetings of publicly held U.S. companies, as well as a limited 47 

subscription to its international research. Although analyses provided by ISS, Glass Lewis, and/or another independent third party 48 

proxy service provider (each a “Proxy Service”) are thoroughly reviewed and considered in making a final voting decision, the 49 

Investment Manager does not consider recommendations from a Proxy Service or any third party to be determinative of the 50 

Investment Manager's ultimate decision. Rather, the Investment Manager exercises its independent judgment in making voting 51 

decisions (except as discussed below in the section entitled “Circumstances Where the Investment Manager May Generally Rely 52 

on the Recommendations of a Proxy Service”). As a matter of policy, the officers, directors and employees of the Investment 53 

Manager and the Proxy Group will not be influenced by outside sources whose interests conflict with the interests of Advisory 54 

Clients.  55 

For ease of reference, the Proxy Policies often refer to all Advisory Clients. However, our processes and practices seek to ensure 56 

that proxy voting decisions are suitable for individual Advisory Clients. For most proxy proposals, the Investment Manager’s 57 

evaluation will result in the same position being taken for all Advisory Clients. In some cases, however, the evaluation may result 58 

in an individual Advisory Client or Investment Manager voting differently, depending upon the nature and objective of the fund or 59 

account, the composition of its portfolio, whether the Investment Manager has adopted a custom voting policy, and other factors.  60 

Circumstances Where the Investment Manager May Generally Rely on the Recommendations of a Proxy Service 61 

The Franklin LibertyQ branded smart beta exchange traded funds and other passively managed exchange traded funds 62 
(collectively, “ETFs”), seek to track a particular securities index.  As a result, each ETF may hold the securities of hundreds of 63 
issuers. Because the primary criteria for determining whether a security should be included (or continued to be included) in an 64 
ETF’s investment portfolio is whether such security is a representative component of the securities index that the ETF is seeking 65 
to track, the ETFs do not require the fundamental security research and analyst coverage that an actively-managed portfolio 66 
would require.  Accordingly, in light of the high number of positions held by an ETF and the considerable time and effort that 67 
would be required to review proxy statements and ISS or Glass Lewis recommendations, the Investment Manager may review 68 
the ISS and Glass Lewis Proxy Voting Guidelines and determine to instruct the Proxy Group to generally vote proxies consistent 69 
with the recommendations of ISS or Glass Lewis rather than analyze each individual proxy vote.  Permitting the Investment 70 
Manager of the ETFs to defer its judgment for voting on a proxy to the recommendations of ISS or Glass Lewis may result in a 71 
proxy related to the securities of a particular issuer held by an ETF being voted differently from the same proxy that is voted on 72 
by other funds managed by the Investment Manager. 73 

The Investment Manager, however, will retain the ability to vote a proxy differently than ISS or Glass Lewis recommends if the 74 

Investment Manager determines that it would be in the best interests of an ETF and its shareholders.  75 

For certain account types, the Investment Manager may review the ISS and Glass Lewis Proxy Voting Guidelines and determine, 76 

consistent with the best interest of its clients, to instruct the Proxy Group to vote proxies according to the recommendations of ISS 77 

or Glass Lewis: 78 

• certain separate accounts; and 79 
• funds (or a portion thereof) that follow a smart beta strategy, are passively managed to track a particular securities index, 80 

or employ a quantitative strategy. 81 
 82 

Conflicts of Interest  83 

All conflicts of interest will be resolved in the best interests of the Advisory Clients. The Investment Manager is an affiliate of a 84 

large, diverse financial services firm with many affiliates and makes its best efforts to mitigate conflicts of interest. However, 85 

conflicts of interest can arise in situations where: 86 



1. The issuer is a client1 of the Investment Manager or its affiliates; 87 
 88 

2. The issuer is a vendor whose products or services are material or significant to the business of the Investment Manager or 89 
its affiliates;2 90 
 91 

3. The issuer is an entity participating to a material extent in the distribution of proprietary investment products advised, 92 
administered or sponsored by the Investment Manager or its affiliates (e.g., a broker, dealer or bank);3 93 
 94 

4. The issuer is a significant executing broker dealer; 4 95 
 96 

5. An Access Person5 of the Investment Manager or its affiliates also serves as a director or officer of the issuer; 97 
 98 

6. A director or trustee of Franklin Resources, Inc. or any of its subsidiaries or of a Franklin Templeton investment product, or 99 
an immediate family member6 of such director or trustee, also serves as an officer or director of the issuer; or 100 
 101 

7. The issuer is Franklin Resources, Inc. or any of its proprietary investment products that are offered to the public as a direct 102 
investment. 103 

 104 
Nonetheless, even though a potential conflict of interest may exist: (1) the Investment Manager may vote in opposition to the 105 
recommendations of an issuer’s management even if contrary to the recommendations of a third party proxy voting research 106 
provider; (2) if management has made no recommendations, the Proxy Group may defer to the voting instructions of the 107 
Investment Manager; and (3) with respect to shares held by Franklin Resources, Inc. or its affiliates for their own corporate 108 
accounts, such shares may be voted without regard to these conflict procedures. 109 
 110 
Material conflicts of interest are identified by the Proxy Group based upon analyses of client, distributor, broker dealer, and 111 
vendor lists, information periodically gathered from directors and officers, and information derived from other sources, including 112 
public filings. The Proxy Group gathers and analyzes this information on a best efforts basis, as much of this information is 113 
provided directly by individuals and groups other than the Proxy Group, and the Proxy Group relies on the accuracy of the 114 
information it receives from such parties. 115 
 116 
In situations where a material conflict of interest is identified between the Investment Manager or one of its affiliates and an 117 
issuer, the Proxy Group may vote consistent with the voting recommendation of a Proxy Service or send the proxy directly to the 118 
relevant Advisory Clients with the Investment Manager’s recommendation regarding the vote for approval.   119 
 120 

Where the Proxy Group refers a matter to an Advisory Client, it may rely upon the instructions of a representative of the Advisory 121 

Client, such as the board of directors or trustees, a committee of the board, or an appointed delegate in the case of a U. S. 122 

registered investment company, a conducting officer in the case of a fund that has appointed FTIS S.à.r.l as its Management 123 

Company, the Independent Review Committee for Canadian investment funds, or a plan administrator in the case of an employee 124 

benefit plan. A quorum can be reached by a majority of members, or a majority of non-recused members. The Proxy Group may 125 

determine to vote all shares held by Advisory Clients of the Investment Manager and affiliated Investment Managers in 126 

accordance with the instructions of one or more of the Advisory Clients. 127 

 128 

The Investment Manager may also decide whether to vote proxies for securities deemed to present conflicts of interest that are 129 

sold following a record date, but before a shareholder meeting date. The Investment Manager may consider various factors in 130 

 
1  For purposes of this section, a “client” does not include underlying investors in a collective investment trust, Canadian pooled fund, or other pooled 
investment vehicle managed by the Investment Manager or its affiliates. Sponsors of funds sub-advised by the Investment Manager or its affiliates will be 
considered a “client.” 
2 The top 50 vendors will be considered to present a potential conflict of interest. 
3 The top 40 distributors (based on aggregate gross sales) will be considered to present a potential conflict of interest including insurance companies that 
have entered into a participation agreement with a Franklin Templeton entity to distribute the Franklin Templeton Variable Insurance Products Trust.   
4 The top 40 executing broker-dealers (based on gross brokerage commissions and client commissions) will be considered to present a potential conflict of 
interest. 
5  “Access Person” shall have the meaning provided under the current Code of Ethics of Franklin Resources, Inc.   
6  The term “immediate family member” means a person’s spouse; child residing in the person’s household (including step and adoptive children); and any 
dependent of the person, as defined in Section 152 of the Internal Revenue Code (26 U.S.C. 152).   



deciding whether to vote such proxies, including the Investment Manager’s long-term view of the issuer’s securities for 131 

investment, or it may defer the decision to vote to the applicable Advisory Client. The Investment Manager also may be unable to 132 

vote, or choose not to vote, a proxy for securities deemed to present a conflict of interest for any of the reasons outlined in the 133 

first paragraph of the section of these policies entitled “Proxy Procedures.”   134 

Where a material conflict of interest has been identified, but the items on which the Investment Manager’s vote recommendations 135 

differ from a Proxy Service relate specifically to (1) shareholder proposals regarding social or environmental issues, (2) “Other 136 

Business” without describing the matters that might be considered, or (3) items the Investment Manager wishes to vote in 137 

opposition to the recommendations of an issuer’s management, the Proxy Group may defer to the vote recommendations of the 138 

Investment Manager rather than sending the proxy directly to the relevant Advisory Clients for approval.   139 

To avoid certain potential conflicts of interest, the Investment Manager will employ echo voting or pass-through voting, if possible, 140 

in the following instances: (1) when a Franklin Templeton U.S. registered investment company invests in an underlying fund in 141 

reliance on any one of Sections 12(d)(1)(F), or (G) of the Investment Company Act of 1940, as amended, (“1940 Act”), the rules 142 

thereunder, or pursuant to a U.S. Securities and Exchange Commission (“SEC”) exemptive order thereunder; (2) when a Franklin 143 

Templeton U.S. registered investment company invests uninvested cash in affiliated money market funds pursuant to the rules 144 

under the 1940 Act or any exemptive orders thereunder (“cash sweep arrangement”); or (3) when required pursuant to the fund’s 145 

governing documents or applicable law. Echo voting means that the Investment Manager will vote the shares in the same 146 

proportion as the vote of all other holders of the fund’s shares. With respect to instances when a Franklin Templeton U.S. 147 

registered investment company invests in an underlying fund in reliance on any one of Sections 12(d)(1)(F) or (G) of the 1940 148 

Act, the rules thereunder, or pursuant to an SEC exemptive order thereunder, and there are no other unaffiliated shareholders 149 

also invested in the underlying fund, the Investment Manager will vote in accordance with the recommendation of such 150 

investment company’s board of trustees or directors. In addition, to avoid certain potential conflicts of interest, and where required 151 

under a fund’s governing documents or applicable law, the Investment Manager will employ pass-through voting when a Franklin 152 

Templeton U.S. registered investment company invests in an underlying fund in reliance on Section 12(d)(1)(E) of the 1940 Act, 153 

the rules thereunder, or pursuant to an SEC exemptive order thereunder. In “pass-through voting,” a feeder fund will solicit voting 154 

instructions from its shareholders as to how to vote on the master fund’s proposals. If a Franklin Templeton investment company 155 

becomes a holder of more than 25% of the shares on a non-affiliated fund, as a result of a decrease in the outstanding shares of 156 

the non-affiliated fund, then the Investment Manager will vote the shares in the same proportion as the vote of all other holders of 157 

the non-affiliated fund.  158 

In addition, with respect to an open-ended collective investment scheme formed as a Société d'Investissement à capital variable 159 

(SICAV), in accordance with Luxembourg law, if one sub-fund (the “Acquirer”) has invested in another sub-fund of the SICAV (the 160 

“Target”), then the voting rights attached to the shares of the Target will be suspended for voting purposes as long as they are 161 

held by the Acquirer. Similarly, in accordance with Canadian law, Canadian mutual funds that are invested in another proprietary 162 

mutual fund are prohibited from voting the units of the underlying fund. 163 

Weight Given Management Recommendations 164 

One of the primary factors the Investment Manager considers when determining the desirability of investing in a particular 165 

company is the quality and depth of that company's management. Accordingly, the recommendation of management on any 166 

issue is a factor that the Investment Manager considers in determining how proxies should be voted. However, the Investment 167 

Manager does not consider recommendations from management to be determinative of the Investment Manager's ultimate 168 

decision. As a matter of practice, the votes with respect to most issues are cast in accordance with the position of the company's 169 

management. Each issue, however, is considered on its own merits, and the Investment Manager will not support the position of 170 

a company's management in any situation where it determines that the ratification of management's position would adversely 171 

affect the investment merits of owning that company's shares.  172 

Engagement with Issuers 173 



The Investment Manager believes that engagement with issuers is important to good corporate governance and to assist in 174 

making proxy voting decisions. The Investment Manager may engage with issuers to discuss specific ballot items to be voted on 175 

in advance of an annual or special meeting to obtain further information or clarification on the proposals. The Investment Manager 176 

may also engage with management on a range of environmental, social or corporate governance issues throughout the year.  177 

THE PROXY GROUP  178 

The Proxy Group is part of the Franklin Templeton Companies, LLC Legal Department and is overseen by legal counsel. Full-179 

time staff members and support staff (which includes individuals that are employees of affiliates of Franklin Templeton 180 

Companies, LLC) are devoted to proxy voting administration and oversight and providing support and assistance where needed. 181 

On a daily basis, the Proxy Group will review each proxy upon receipt as well as any agendas, materials and recommendations 182 

that they receive from a Proxy Service or other sources. The Proxy Group maintains a log of all shareholder meetings that are 183 

scheduled for companies whose securities are held by the Investment Manager's managed funds and accounts. For each 184 

shareholder meeting, a member of the Proxy Group will consult with the research analyst that follows the security and provide the 185 

analyst with the agenda, analyses of one or more Proxy Services, recommendations and any other information provided to the 186 

Proxy Group. Except in (i) situations identified as presenting material conflicts of interest and (ii) the section entitled 187 

“Circumstances Where the Investment Manager May Generally Rely on the Recommendations of a Proxy Service,” the 188 

Investment Manager's research analyst and relevant portfolio manager(s) are responsible for making the final voting decision 189 

based on their review of the agenda, analyses of one or more Proxy Services, proxy statements, their knowledge of the company 190 

and any other information publicly available.  191 

In situations where the Investment Manager has not responded with vote recommendations to the Proxy Group by the deadline 192 

date, the Proxy Group may vote consistent with the vote recommendations of a Proxy Service. Except in cases where the Proxy 193 

Group is voting consistent with the voting recommendation of a Proxy Service, the Proxy Group must obtain voting instructions 194 

from the Investment Manager's research analyst, relevant portfolio manager(s), legal counsel and/or the Advisory Client prior to 195 

submitting the vote. In the event that an account holds a security that the Investment Manager did not purchase on its behalf, and 196 

the Investment Manager does not normally consider the security as a potential investment for other accounts, the Proxy Group 197 

may vote consistent with the voting recommendations of a Proxy Service or take no action on the meeting. 198 

GENERAL PROXY VOTING GUIDELINES  199 

The Investment Manager has adopted general guidelines for voting proxies as summarized below. In keeping with its fiduciary 200 

obligations to its Advisory Clients, the Investment Manager reviews all proposals, even those that may be considered to be 201 

routine matters (except as noted above in the section entitled “Circumstances Where Investment Manager May Generally Rely on 202 

the Recommendations of a Proxy Service”). Although these guidelines are to be followed as a general policy, in all cases each 203 

proxy and proposal (including both management and shareholder proposals) will be considered based on the relevant facts and 204 

circumstances on a case-by-case basis. The Investment Manager may deviate from the general policies and procedures when it 205 

determines that the particular facts and circumstances warrant such deviation to protect the best interests of the Advisory Clients. 206 

These guidelines cannot provide an exhaustive list of all the issues that may arise, nor can the Investment Manager anticipate all 207 

future situations. Corporate governance issues are diverse and continually evolving and the Investment Manager devotes 208 

significant time and resources to monitor these changes. 209 

THE INVESTMENT MANAGER’S PROXY VOTING POLICIES AND PRINCIPLES  210 

 211 

The Investment Manager's proxy voting positions have been developed based on years of experience with proxy voting and 212 

corporate governance issues. These principles have been reviewed by various members of the Investment Manager's 213 

organization, including portfolio management, legal counsel, and the Investment Manager's officers. Potential changes to the 214 

proxy voting policies are considered on an annual basis, and the Board of Directors of Franklin Templeton’s U.S.-registered 215 

investment companies will approve the proxy voting policies and procedures annually. 216 



The following guidelines reflect what the Investment Manager believes to be good corporate governance and behavior:  217 

Board of Directors: The election of directors and an independent board are key to good corporate governance. Directors are 218 

expected to be competent individuals and they should be accountable and responsive to shareholders. The Investment Manager 219 

supports an independent, diverse board of directors, and prefers that key committees such as audit, nominating, and 220 

compensation committees be comprised of independent directors. The Investment Manager supports boards with strong risk 221 

management oversight. The Investment Manager will generally vote against management efforts to classify a board and will 222 

generally support proposals to declassify the board of directors. The Investment Manager will consider withholding votes from 223 

directors who have attended less than 75% of meetings without a valid reason. While generally in favor of separating Chairman 224 

and CEO positions, the Investment Manager will review this issue on a case-by-case basis taking into consideration other factors 225 

including the company's corporate governance guidelines and performance. The Investment Manager evaluates proposals to 226 

restore or provide for cumulative voting on a case-by-case basis and considers such factors as corporate governance provisions 227 

as well as relative performance. The Investment Manager generally will support non-binding shareholder proposals to require a 228 

majority vote standard for the election of directors; however, if these proposals are binding, the Investment Manager will give 229 

careful review on a case-by-case basis of the potential ramifications of such implementation. 230 

In the event of a contested election, the Investment Manager will review a number of factors in making a decision including 231 

management’s track record, the company’s financial performance, qualifications of candidates on both slates, and the strategic 232 

plan of the dissidents and/or shareholder nominees.  233 

Ratification of Auditors: The Investment Manager will closely scrutinize the independence, role, and performance of auditors. 234 

On a case-by-case basis, The Investment Manager will examine proposals relating to non-audit relationships and non-audit fees. 235 

The Investment Manager will also consider, on a case-by-case basis, proposals to rotate auditors, and will vote against the 236 

ratification of auditors when there is clear and compelling evidence of a lack of independence, accounting irregularities or 237 

negligence attributable to the auditors. The Investment Manager may also consider whether the ratification of auditors has been 238 

approved by an appropriate audit committee that meets applicable composition and independence requirements. 239 

Management & Director Compensation: A company's equity-based compensation plan should be in alignment with the 240 

shareholders' long-term interests. The Investment Manager believes that executive compensation should be directly linked to the 241 

performance of the company. The Investment Manager evaluates plans on a case-by-case basis by considering several factors to 242 

determine whether the plan is fair and reasonable. The Investment Manager reviews the ISS quantitative model utilized to assess 243 

such plans and/or the Glass Lewis evaluation of the plan. The Investment Manager will generally oppose plans that have the 244 

potential to be excessively dilutive and will almost always oppose plans that are structured to allow the repricing of underwater 245 

options, or plans that have an automatic share replenishment "evergreen" feature. The Investment Manager will generally support 246 

employee stock option plans in which the purchase price is at least 85% of fair market value, and when potential dilution is 10% 247 

or less.  248 

Severance compensation arrangements will be reviewed on a case-by-case basis, although the Investment Manager will 249 

generally oppose "golden parachutes" that are considered excessive. The Investment Manager will normally support proposals 250 

that require that a percentage of directors' compensation be in the form of common stock, as it aligns their interests with those of 251 

the shareholders. 252 

The Investment Manager will review non-binding say-on-pay proposals on a case-by-case basis, and will generally vote in favor 253 

of such proposals unless compensation is misaligned with performance and/or shareholders’ interests, the company has not 254 

provided reasonably clear disclosure regarding its compensation practices, or there are concerns with the company’s 255 

remuneration practices.  256 

Anti-Takeover Mechanisms and Related Issues: The Investment Manager generally opposes anti-takeover measures since 257 

they tend to reduce shareholder rights. However, as with all proxy issues, the Investment Manager conducts an independent 258 

review of each anti-takeover proposal. On occasion, the Investment Manager may vote with management when the research 259 



analyst has concluded that the proposal is not onerous and would not harm Advisory Clients' interests as stockholders. The 260 

Investment Manager generally supports proposals that require shareholder rights plans ("poison pills") to be subject to a 261 

shareholder vote. The Investment Manager will closely evaluate shareholder rights' plans on a case-by-case basis to determine 262 

whether or not they warrant support. The Investment Manager will generally vote against any proposal to issue stock that has 263 

unequal or subordinate voting rights. In addition, the Investment Manager generally opposes any supermajority voting 264 

requirements as well as the payment of "greenmail." The Investment Manager usually supports "fair price" provisions and 265 

confidential voting. The Investment Manager will review a company’s proposal to reincorporate to a different state or country on a 266 

case-by-case basis taking into consideration financial benefits such as tax treatment as well as comparing corporate governance 267 

provisions and general business laws that may result from the change in domicile. 268 

Changes to Capital Structure: The Investment Manager realizes that a company's financing decisions have a significant impact 269 

on its shareholders, particularly when they involve the issuance of additional shares of common or preferred stock or the 270 

assumption of additional debt. The Investment Manager will carefully review, on a case-by-case basis, proposals by companies to 271 

increase authorized shares and the purpose for the increase. The Investment Manager will generally not vote in favor of dual-272 

class capital structures to increase the number of authorized shares where that class of stock would have superior voting rights. 273 

The Investment Manager will generally vote in favor of the issuance of preferred stock in cases where the company specifies the 274 

voting, dividend, conversion and other rights of such stock and the terms of the preferred stock issuance are deemed reasonable. 275 

The Investment Manager will review proposals seeking preemptive rights on a case-by-case basis.  276 

Mergers and Corporate Restructuring: Mergers and acquisitions will be subject to careful review by the research analyst to 277 

determine whether they would be beneficial to shareholders. The Investment Manager will analyze various economic and 278 

strategic factors in making the final decision on a merger or acquisition. Corporate restructuring proposals are also subject to a 279 

thorough examination on a case-by-case basis.  280 

Environmental and Social Issues: The Investment Manager considers environmental and social issues alongside traditional 281 

financial measures to provide a more comprehensive view of the value, risk and return potential of an investment. Companies 282 

may face significant financial, legal and reputational risks resulting from poor environmental and social practices, or negligent 283 

oversight of environmental or social issues. Franklin Templeton’s “Responsible Investment Principles and Policies,” found at 284 

Responsible Investing, describes the Investment Manager’s approach to consideration of environmental, social and governance 285 

issues within the Investment Manager’s processes and ownership practices. 286 

Shareholder Proposals: The Investment Manager will review shareholder proposals on a case-by-case basis and may support 287 

those that serve to enhance value or mitigate risk, are drafted appropriately, and do not disrupt the course of business or require 288 

a disproportionate or inappropriate use of company resources.  289 

In the Investment Manager’s experience, those companies that are managed well are often effective in dealing with the relevant 290 

environmental and social issues that pertain to their business. As such, the Investment Manager will generally give management 291 

discretion with regard to environmental and social issues. However, in cases where management and the board have not 292 

demonstrated adequate efforts to mitigate material environmental or social risks, have engaged in inappropriate or illegal 293 

conduct, or have failed to adequately address current or emergent risks that threaten shareholder value, the Investment Manager 294 

may choose to support well-crafted shareholder proposals that serve to promote or protect shareholder value. This may include 295 

seeking appropriate disclosure regarding material environmental and social issues.  296 

 297 

The Investment Manager will consider supporting a shareholder proposal seeking disclosure and greater board oversight of 298 

lobbying and corporate political contributions if the Investment Manager believes that there is evidence of inadequate oversight by 299 

the company’s board, if the company’s current disclosure is significantly deficient, or if the disclosure is notably lacking in 300 

comparison to the company’s peers.   301 

Governance Matters: The Investment Manager generally supports the right of shareholders to call special meetings and act by 302 

written consent. However, the Investment Manager will review such shareholder proposals on a case-by-case basis in an effort to 303 

https://www.franklintempleton.com/investor/our-firm/responsible-investing


ensure that such proposals do not disrupt the course of business or require a disproportionate or inappropriate use of company 304 

resources.  305 

Proxy Access: In cases where the Investment Manager is satisfied with company performance and the responsiveness of 306 

management, it will generally vote against shareholder proxy access proposals not supported by management. In other 307 

instances, the Investment Manager will consider such proposals on a case-by-case basis, taking into account factors such as the 308 

size of the company, ownership thresholds and holding periods, nomination limits (e.g., number of candidates that can be 309 

nominated), the intentions of the shareholder proponent, and shareholder base. 310 

Global Corporate Governance: The Investment Manager manages investments in countries worldwide. Many of the tenets 311 

discussed above are applied to the Investment Manager's proxy voting decisions for international investments. However, the 312 

Investment Manager must be flexible in these worldwide markets. Principles of good corporate governance may vary by country, 313 

given the constraints of a country’s laws and acceptable practices in the markets. As a result, it is on occasion difficult to apply a 314 

consistent set of governance practices to all issuers. As experienced money managers, the Investment Manager's analysts are 315 

skilled in understanding the complexities of the regions in which they specialize and are trained to analyze proxy issues germane 316 

to their regions.  317 

PROXY PROCEDURES  318 

The Proxy Group is fully cognizant of its responsibility to process proxies and maintain proxy records as may be required by 319 

relevant   rules and regulations. In addition, the Investment Manager understands its fiduciary duty to vote proxies and that proxy 320 

voting decisions may affect the value of shareholdings. Therefore, the Investment Manager will generally attempt to process 321 

every proxy it receives for all domestic and foreign securities. However, there may be situations in which the Investment Manager 322 

may be unable to successfully vote a proxy, or may choose not to vote a proxy, such as where: (i) a proxy ballot was not received 323 

from the custodian bank; (ii) a meeting notice was received too late; (iii) there are fees imposed upon the exercise of a vote and it 324 

is determined that such fees outweigh the benefit of voting; (iv) there are legal encumbrances to voting, including blocking 325 

restrictions in certain markets that preclude the ability to dispose of a security if the Investment Manager votes a proxy or where 326 

the Investment Manager is prohibited from voting by applicable law, economic or other sanctions, or other regulatory or market 327 

requirements, including but not limited to, effective Powers of Attorney; (v) additional documentation or the disclosure of beneficial 328 

owner details is required; (vi) the Investment Manager held shares on the record date but has sold them prior to the meeting date; 329 

(vii) a proxy voting service is not offered by the custodian in the market; (viii) due to either system error or human error, the 330 

Investment Manager’s intended vote is not correctly submitted; (ix) the Investment Manager believes it is not in the best interest 331 

of the Advisory Client to vote the proxy for any other reason not enumerated herein; or (x) a security is subject to a securities 332 

lending or similar program that has transferred legal title to the security to another person.  333 

Even if the Investment Manager uses reasonable efforts to vote a proxy on behalf of its Advisory Clients, such vote or proxy may 334 

be rejected because of (a) operational or procedural issues experienced by one or more third parties involved in voting proxies in 335 

such jurisdictions; (b) changes in the process or agenda for the meeting by the issuer for which the Investment Manager does not 336 

have sufficient notice; or (c) the exercise by the issuer of its discretion to reject the vote of the Investment Manager. In addition, 337 

despite the best efforts of the Proxy Group and its agents, there may be situations where the Investment Manager’s votes are not 338 

received, or properly tabulated, by an issuer or the issuer’s agent.  339 

The Investment Manager or its affiliates may, on behalf of one or more of the proprietary registered investment companies 340 

advised by the Investment Manager or its affiliates, determine to use its best efforts to recall any security on loan where the 341 

Investment Manager or its affiliates (a) learn of a vote on a material event that may affect a security on loan and (b) determine 342 

that it is in the best interests of such proprietary registered investment companies to recall the security for voting purposes. The 343 

Investment Manager will not generally make such efforts on behalf of other Advisory Clients or notify such Advisory Clients or 344 

their custodians that the Investment Manager or its affiliates has learned of such a vote. 345 



There may be instances in certain non-U.S. markets where split voting is not allowed. Split voting occurs when a position held 346 

within an account is voted in accordance with two differing instructions. Some markets and/or issuers only allow voting on an 347 

entire position and do not accept split voting. In certain cases, when more than one Franklin Templeton Investment Manager has 348 

accounts holding shares of an issuer that are held in an omnibus structure, the Proxy Group will seek direction from an 349 

appropriate representative of the Advisory Client with multiple Investment Managers (such as a conducting officer of the 350 

Management Company in the case of a SICAV), or the Proxy Group will submit the vote based on the voting instructions provided 351 

by the Investment Manager with accounts holding the greatest number of shares of the security within the omnibus structure.  352 

The Investment Manager may vote against an agenda item where no further information is provided, particularly in non-U.S. 353 

markets. For example, if "Other Business" is listed on the agenda with no further information included in the proxy materials, the 354 

Investment Manager may vote against the item as no information has been provided prior to the meeting in order to make an 355 

informed decision. The Investment Manager may also enter a "withhold" vote on the election of certain directors from time to time 356 

based on individual situations, particularly where the Investment Manager is not in favor of electing a director and there is no 357 

provision for voting against such director.  358 

If several issues are bundled together in a single voting item, the Investment Manager will assess the total benefit to shareholders 359 

and the extent that such issues should be subject to separate voting proposals. 360 

The following describes the standard procedures that are to be followed with respect to carrying out the Investment Manager's 361 

proxy policy:  362 

1. The Proxy Group will identify all Advisory Clients, maintain a list of those clients, and indicate those Advisory Clients who 363 
have delegated proxy voting authority in writing to the Investment Manager. The Proxy Group will periodically review and 364 
update this list. If the agreement with an Advisory Client permits the Advisory Client to provide instructions to the Investment 365 
Manager regarding how to vote the client’s shares, the Investment Manager will make a best-efforts attempt to vote per the 366 
Advisory Client’s instructions. 367 
 368 

2. All relevant information in the proxy materials received (e.g., the record date of the meeting) will be recorded promptly by the 369 
Proxy Group in a database to maintain control over such materials.  370 
 371 

3. The Proxy Group will review and compile information on each proxy upon receipt of any agendas, materials, reports, 372 
recommendations from a Proxy Service, or other information. The Proxy Group will then forward (or otherwise make 373 
available) this information to the appropriate research analyst for review and voting instructions.  374 
 375 

4. In determining how to vote, the Investment Manager's analysts and relevant portfolio manager(s) will consider the General 376 
Proxy Voting Guidelines set forth above, their in-depth knowledge of the company, any readily available information and 377 
research about the company and its agenda items, and the recommendations of a Proxy Service.  378 
 379 

5. The Proxy Group is responsible for maintaining the documentation that supports the Investment Manager’s voting decision. 380 
Such documentation may include, but is not limited to, any information provided by a Proxy Service and, with respect to an 381 
issuer that presents a potential conflict of interest, any board or audit committee memoranda describing the position it has 382 
taken. Additionally, the Proxy Group may include documentation obtained from the research analyst, portfolio manager 383 
and/or legal counsel; however, the relevant research analyst may, but is not required to, maintain additional documentation 384 
that was used or created as part of the analysis to reach a voting decision, such as certain financial statements of an issuer, 385 
press releases, or notes from discussions with an issuer’s management.  386 
 387 

6. After the proxy is completed but before it is returned to the issuer and/or its agent, the Proxy Group may review those 388 
situations including special or unique documentation to determine that the appropriate documentation has been created, 389 
including conflict of interest screening.  390 
 391 

7. The Proxy Group will make every effort to submit the Investment Manager's vote on all proxies to ISS by the cut-off date. 392 
However, in certain foreign jurisdictions or instances where the Proxy Group did not receive sufficient notice of the meeting, 393 



the Proxy Group will use its best efforts to send the voting instructions to ISS in time for the vote to be processed.  394 
 395 

8. With respect to proprietary products, the Proxy Group will file Powers of Attorney in all jurisdictions that require such 396 
documentation on a best efforts basis; the Proxy Group does not have authority to file Powers of Attorney on behalf of other 397 
Advisory Clients. On occasion, the Investment Manager may wish to attend and vote at a shareholder meeting in person. In 398 
such cases, the Proxy Group will use its best efforts to facilitate the attendance of the designated Franklin Templeton 399 
employee by coordinating with the relevant custodian bank. 400 
 401 

9. The Proxy Group prepares reports for each separate account client that has requested a record of votes cast. The report 402 
specifies the proxy issues that have been voted for the Advisory Client during the requested period and the position taken 403 
with respect to each issue. The Proxy Group sends one copy to the Advisory Client, retains a copy in the Proxy Group’s files 404 
and forwards a copy to either the appropriate portfolio manager or the client service representative. While many Advisory 405 
Clients prefer quarterly or annual reports, the Proxy Group will provide reports for any timeframe requested by an Advisory 406 
Client.  407 
 408 

10. If the Franklin Templeton Services, LLC Global Trade Services learns of a vote that may affect a security on loan from a 409 
proprietary registered investment company, Global Trade Services will notify the Investment Manager. If the Investment 410 
Manager decides that the vote is material and it would be in the best interests of shareholders to recall the security, the 411 
Investment Manager will advise Global Trade Services to contact the lending agent in an effort to retrieve the security. If so 412 
requested by the Investment Manager, Global Trade Services shall use its best efforts to recall any security on loan and will 413 
use other practicable and legally enforceable means to ensure that the Investment Manager is able to fulfill its fiduciary duty 414 
to vote proxies for proprietary registered investment companies with respect to such loaned securities. However, there can 415 
be no guarantee that the securities can be retrieved for such purposes. Global Trade Services will advise the Proxy Group of 416 
all recalled securities. Many Advisory Clients have entered into securities lending arrangements with agent lenders to 417 
generate additional revenue. Under normal circumstances, the Investment Manager will not make efforts to recall any 418 
security on loan for voting purposes on behalf of other Advisory Clients or notify such clients or their custodians that the 419 
Investment Manager or its affiliates have learned of such a vote. 420 
 421 

11. The Proxy Group participates in Franklin Templeton Investment’s Business Continuity and Disaster Preparedness programs. 422 
The Proxy Group will conduct disaster recovery testing on a periodic basis in an effort to ensure continued operations of the 423 
Proxy Group in the event of a disaster. Should the Proxy Group not be fully operational, then the Proxy Group may instruct 424 
ISS to vote all meetings immediately due per the recommendations of the appropriate third-party proxy voting service 425 
provider. 426 
 427 

12. The Proxy Group, in conjunction with legal staff responsible for coordinating Fund disclosure, on a timely basis, will file all 428 
required Form N-PXs, with respect to proprietary U.S. registered investment companies, disclose that each U.S.-registered 429 
fund’s proxy voting record is available on the Franklin Templeton web site, and will make available the information disclosed 430 
in each fund’s Form N-PX as soon as is reasonably practicable after filing Form N-PX with the SEC. The Proxy Group will 431 
work with legal staff in other jurisdictions, as needed, to help support required proxy voting disclosure in such markets. 432 
 433 

13. The Proxy Group, in conjunction with legal staff responsible for coordinating Fund disclosure, will ensure that all required 434 
disclosure about proxy voting of the proprietary U.S. registered investment companies is made in such clients’ disclosure 435 
documents. 436 
 437 

14. The Proxy Group is subject to periodic review by Internal Audit and compliance groups. 438 
 439 

15. The Investment Manager will review the guidelines of each Proxy Service, with special emphasis on the factors they use 440 
with respect to proxy voting recommendations.  441 
 442 

16. The Proxy Group will update the proxy voting policies and procedures as necessary for review and approval by legal, 443 
compliance, investment officers, and/or other relevant staff. 444 
 445 

17. The Proxy Group will familiarize itself with the procedures of ISS that govern the transmission of proxy voting information 446 
from the Proxy Group to ISS and periodically review how well this process is functioning. The Proxy Group, in conjunction 447 
with the compliance department, will conduct periodic due diligence reviews of each Proxy Service via on-site visits or by 448 
written questionnaires. As part of the periodic due diligence process, the Investment Manager assesses the adequacy and 449 



quality of each Proxy Service’s staffing and personnel to ensure each Proxy Service has the capacity and competency to 450 
adequately analyze proxy issues and the ability to make proxy voting recommendations based on material accurate 451 
information. In the event the Investment Manager discovers an error in the research or voting recommendations provided by 452 
a Proxy Service, it will take reasonable steps to investigate the error and seek to determine whether the Proxy Service is 453 
taking reasonable steps to reduce similar errors in the future. In addition, the Investment Manager assesses the robustness 454 
of Proxy Service’s policies regarding (1) ensuring proxy voting recommendations are based on current and accurate 455 
information, and (2) identifying and addressing any conflicts of interest. To the extent enhanced disclosure of conflicts is 456 
required of Proxy Services, the Proxy Group will seek to ensure that each Proxy Service complies with such disclosure 457 
obligations and review the conflicts disclosed. The Investment Manager also considers the independence of each Proxy 458 
Service on an on-going basis.   459 
 460 

18. The Proxy Group will investigate, or cause others to investigate, any and all instances where these Procedures have been 461 
violated or there is evidence that they are not being followed. Based upon the findings of these investigations, the Proxy 462 
Group, if practicable, will recommend amendments to these Procedures to minimize the likelihood of the reoccurrence of 463 
non-compliance. 464 
 465 

19. At least annually, the Proxy Group will verify that: 466 
 467 

a. A sampling of proxies received by Franklin Templeton Investments has been voted in a manner consistent with the 468 
Proxy Voting Policies and Procedures; 469 

b. A sampling of proxies received by Franklin Templeton Investments has been voted in accordance with the 470 
instructions of the Investment Manager; 471 

c. Adequate disclosure has been made to clients and fund shareholders about the procedures and how proxies were 472 
voted in markets where such disclosures are required by law or regulation; and  473 

d. Timely filings were made with applicable regulators, as required by law or regulation, related to proxy voting.  474 

The Proxy Group is responsible for maintaining appropriate proxy voting records. Such records will include, but are not limited to, 475 

a copy of all materials returned to the issuer and/or its agent, the documentation described above, listings of proxies voted by 476 

issuer and by client, each written client request for proxy voting policies/records and the Investment Manager’s written response 477 

to any client request for such records, and any other relevant information. The Proxy Group may use an outside service such as 478 

ISS to support this recordkeeping function. All records will be retained in either hard copy or electronic format for at least five 479 

years, the first two of which will be on-site. Advisory Clients may request copies of their proxy voting records by calling the Proxy 480 

Group collect at 1-954-527-7678, or by sending a written request to: Franklin Templeton Companies, LLC, 300 S.E. 2nd Street, 481 

Fort Lauderdale, FL 33301, Attention: Proxy Group. The Investment Manager does not disclose to third parties (other than ISS) 482 

the proxy voting records of its Advisory Clients, except to the extent such disclosure is required by applicable law or regulation or 483 

court order. Advisory Clients may review the Investment Manager's proxy voting policies and procedures on-line at 484 

www.franklintempleton.com and may request additional copies by calling the number above. For U.S. proprietary registered 485 

investment companies, an annual proxy voting record for the period ending June 30 of each year will be posted to 486 

www.franklintempleton.com no later than August 31 of each year. For proprietary Canadian mutual fund products, an annual 487 

proxy voting record for the period ending June 30 of each year will be posted to www.franklintempleton.ca no later than August 31 488 

of each year. For proprietary Australian mutual fund products, an annual proxy voting record for the period ending June 30 of 489 

each year will be posted to www.franklintempleon.com.au no later than September 30 of each year. The Proxy Group will 490 

periodically review the web site posting and update the posting when necessary. In addition, the Proxy Group is responsible for 491 

ensuring that the proxy voting policies, procedures and records of the Investment Manager are available as required by law and is 492 

responsible for overseeing the filing of such U.S. registered investment company voting records with the SEC.  493 

PROCEDURES FOR MEETINGS INVOLVING FIXED INCOME SECURITIES & PRIVATELY HELD ISSUERS 494 

From time to time, certain custodians may process events for fixed income securities through their proxy voting channels rather 495 

than corporate action channels for administrative convenience. In such cases, the Proxy Group will receive ballots for such 496 

events on the ISS voting platform. The Proxy Group will solicit voting instructions from the Investment Manager for each account 497 

or fund involved. If the Proxy Group does not receive voting instructions from the Investment Manager, the Proxy Group will take 498 

http://www.franklintempleton.com/
http://www.franklintempleton.com/
http://www.franklintempleton.ca/
http://www.franklintempleon.com.au/


no action on the event. The Investment Manager may be unable to vote a proxy for a fixed income security, or may choose not to 499 

vote a proxy, for the reasons described under the section entitled “Proxy Procedures.” 500 

In the rare instance where there is a vote for a privately held issuer, the decision will generally be made by the relevant portfolio 501 

managers or research analysts. 502 

The Proxy Group will monitor such meetings involving fixed income securities or privately held issuers for conflicts of interest in 503 

accordance with these procedures. If a fixed income or privately held issuer is flagged as a potential conflict of interest, the 504 

Investment Manager may nonetheless vote as it deems in the best interests of its Advisory Clients.  The Investment Manager will 505 

report such decisions on an annual basis to Advisory Clients as may be required.  506 


