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PROXY VOTING AND CLASS ACTIONS 

Dated: June 29, 2022 
 

Background 

In Proxy Voting by Investment Advisers, Investment Advisers Act Release No. 2106 (January 31, 2003), 

the SEC noted that, “The federal securities laws do not specifically address how an adviser must exercise 

its proxy voting authority for its clients. Under the Advisers Act, however, an adviser is a fiduciary that 

owes each of its clients a duty of care and loyalty with respect to all services undertaken on the client’s 

behalf, including proxy voting. The duty of care requires an adviser with proxy voting authority to monitor 

corporate events and to vote the proxies.” 

 

Rule 206(4)-6 under the Advisers Act requires each registered investment adviser that exercises proxy 

voting authority with respect to client securities to: 

 

• Adopt and implement written policies and procedures reasonably designed to ensure that the 

adviser votes client securities in the clients’ best interests. Such policies and procedures must 

address the manner in which the adviser will resolve material conflicts of interest that can arise 

during the proxy voting process; 

 

• Disclose to clients how they may obtain information from the adviser about how the adviser voted 

with respect to their securities; and 

• Describe to clients the adviser’s proxy voting policies and procedures and, upon request, furnish a 

copy of the policies and procedures. 

 

Additionally, paragraph (c)(2) of Rule 204-2 imposes additional recordkeeping requirements on investment 

advisers that execute proxy voting authority, as described in the Maintenance of Books and Records section 

of this Manual. 

The Advisers Act lacks specific guidance regarding an adviser’s duty to direct clients’ participation in class 

actions. However, many investment advisers adopt policies and procedures regarding class actions. 

Risks 

In developing these policies and procedures, Sarofim considered numerous risks associated with the proxy 

voting process. This analysis includes risks such as: 

 

• Sarofim lacks written proxy voting policies and procedures; 

 

• Proxies are not identified and processed in a timely manner; 

• Proxies are not voted in Clients’ best interests; 

 

• Conflicts of interest between Sarofim and a Client are not identified or resolved appropriately; 
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• Third-party proxy voting services do not vote proxies according to Sarofim’s instructions and in 

Clients’ best interests; 

• Proxy voting records, Client requests for proxy voting information, and Sarofim’s responses to 

such requests, are not properly maintained; 

 

• Sarofim lacks policies and procedures regarding Clients’ participation in class actions; and 

• Sarofim fails to maintain documentation associated with Clients’ participation in class actions. 

Sarofim has established the following guidelines as an attempt to mitigate these risks. 

Policies and Procedures 

Proxy Voting 

Proxies are assets of Sarofim’s Clients that must be voted with diligence, care, and loyalty. Sarofim will 

vote each proxy in accordance with its fiduciary duty to its Clients. Sarofim will generally seek to vote 

proxies in a way that maximizes the value of Clients’ assets. However, Sarofim will document and abide 

by any specific proxy voting instructions conveyed by a Client with respect to that Client’s securities. 

However, there is an exception for proxies relating to securities that are held at the time Sarofim commences 

active management of the client’s account and are sold immediately after Sarofim commences such active 

management and with respect to which no other accounts actively managed by Sarofim already hold that 

security (such securities being referred to as “Zero Holder Securities”). The policy of Sarofim is not to 

vote Zero Holder Securities. 

The Proxy Coordinator coordinates Sarofim’s proxy voting process. 

 

Paragraph (c)(ii) of Rule 204-2 under the Advisers Act requires Sarofim to maintain certain books and 

records associated with its proxy voting policies and procedures. Sarofim’s recordkeeping obligations are 

described in the Maintenance of Books and Records section of this Manual. The Proxy Coordinator will 

ensure that Sarofim complies with all applicable recordkeeping requirements associated with proxy voting. 

Sarofim has retained Glass Lewis & Co. (“Glass”) to assist in the proxy voting process. Charles Sheedy, 

Chairman of the Proxy Committee, manages Sarofim’s relationship with Glass. Glass provides the 

following in connection with the voting of proxies by Sarofim: (i) analyses of proposals, (ii) vote 

recommendations, (iii) vote execution services and (iv) record keeping services. Glass provides its analyses 

of proposals and vote recommendations pursuant to and in accordance with the proxy voting guidelines 

furnished to it by Sarofim. 

 

The Proxy Coordinator ensures that Glass votes all proxies according to Clients’ specific instructions and 

Sarofim’s general guidance, and retains all required documentation associated with proxy voting. 

 

Absent specific Client instructions, Sarofim has adopted the following proxy voting procedures designed 

to ensure that proxies are properly identified and voted, and that any conflicts of interest are addressed 

appropriately. 

 
The Proxy Coordinator receives an email notification when there is a new Client that needs to be added to 

Sarofim’s proxy voting. The Proxy Coordinator also receives a monthly list of all such new Clients. 
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The Proxy Coordinator receives the paper ballots or notification through Glass for specific opportunities to 

vote proxies. The Proxy Coordinator then downloads the recommendations from Glass for each proxy vote 

and forwards them to the individual analyst for voting direction. 

 

In deciding how to vote proxies, Sarofim relies, for the most part, on (i) the business judgment of the 

management and directors of the issuer of the security (“Issuer”) and (ii) the fiduciary responsibilities that 

the Issuer’s directors have with respect to the Issuer’s shareholders. However, whenever Sarofim 

determines, based upon the information available to it, that management’s recommendations do not appear 

to be in the best interests of the Issuer’s shareholders, management’s recommendations will not be followed 

in voting the proxies. 

The analyst who is responsible for the research coverage of the Issuer reviews the particular proxy 

statement. Such review includes, but is not limited to, consideration of the Glass analyses and the Glass 

vote recommendations. Upon completion of the review, the analyst determines how the proxy vote should 

be cast. In the event that the analyst’s vote recommendation differs from the Glass vote recommendation, 

the analyst must provide a written explanation of why the analyst’s vote recommendation differs from the 

Glass vote recommendation. The written explanation of the vote recommendation difference must be 

reviewed and accepted by the Chairman of the Proxy Committee. If the Chairman of the Proxy Committee 

and the analyst agree on the vote recommended by the analyst, the analyst’s vote recommendation shall be 

final. 

 

If the Chairman of the Proxy Committee and the analyst cannot reach agreement on the vote recommended 

by the analyst, the matter is then considered by the investment professionals on the Proxy Committee (“the 

Sub-Committee”) as a whole, and the decision of such group with respect to the vote becomes final. 

The Chairman of the Proxy Committee or the Sub-Committee members will review any documentation 

associated with the proxy vote and evaluate the analyst’s proposal. The Chairman of the Proxy Committee 

or Sub- Committee members may wish to consider, among other things: 

 

• A vote’s likely short-term and long-term impact on the Issuer; 

• Whether the Issuer has responded to the subject of the proxy vote in some other manner; 

 

• Whether the issues raised by the proxy vote would be better handled by some other action by, for 

example, the government or the Issuer; 

• Whether implementation of the proxy proposal appears likely to achieve the proposal’s stated 

objectives; and 

 

• Whether the analyst’s proposal appears consistent with Clients’ best interests. 

 

After taking a reasonable amount of time to consider the analyst’s proposal, each of the Sub-Committee 

members will make a recommendation regarding the proxy vote. The Chairman of the Proxy Committee 

will record each member’s recommendation, and the proxy will be voted according the recommendations 

of a majority of the Committee’s members. 

 

Neither the analyst nor any member of the Sub-Committee involved in the consideration of the vote may 

be a person (an “Interested Person”) who is (i) an officer or director of the Issuer, (ii) a shareholder 

beneficially owning 5% or more of the outstanding securities of any class of the Issuer or (iii) otherwise 
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interested in any way (other than beneficial ownership of less than 5% of the outstanding securities of any 

class of the Issuer) in the outcome of the vote to be held with respect to that security. 

The following examples are meant to help identify other potential conflicts: 

 

• Sarofim provides investment advice to an Issuer (i.e., publicly traded company). Sarofim receives 

a proxy solicitation from that Issuer, or from a competitor of that Issuer; 

• Sarofim provides investment advice to an officer or director of an Issuer. Sarofim receives a proxy 

solicitation from that Issuer, or from a competitor of that Issuer; 

• Sarofim or an affiliate has a financial interest in the outcome of a proxy vote, such as when Sarofim 

is asked to vote on a change in Rule 12b-1 fees paid by a mutual fund to investment advisers, 

including Sarofim; 

• An issuer or some other third party offers Sarofim or an Employee compensation in exchange for 

voting a proxy in a particular way; 

• An Employee, or a member of an Employee’s household, has a personal or business relationship 

with an Issuer. Sarofim receives a proxy solicitation from that Issuer; and 

• Sarofim or its Covered Persons have a short position in an Issuer, but Sarofim’s Clients have a long 

position in the same Issuer. Sarofim receives a proxy solicitation from the Issuer. 

When making any voting recommendation, the analyst must certify that he or she is not an Interested 

Person. If the analyst is an Interested Person, the Sub-Committee shall appoint another analyst who is not 

an Interested Person to conduct the review. If all investment members of the Sub-Committee are all 

Interested Persons, the Board of Directors of Sarofim shall appoint an individual who is not an Interested 

Person to participate in the required review of an analyst’s vote recommendation. The individual making 

the voting recommendation must certify that he or she is not an Interested Person. 

Sarofim will not neglect its proxy voting responsibilities, but Sarofim may abstain from voting if it deems 

that abstaining is in its Clients’ best interests. For example, Sarofim may be unable to vote securities that 

have been lent by the custodian. The Chairman of the Proxy Committee will prepare and maintain 

memoranda describing the rationale for any instance in which Sarofim does not vote a Client’s proxy. 

 

The final proxy voting decision is provided to the Proxy Coordinator who places the vote online through 

Glass. The Proxy Coordinator, or Glass, will retain the following information in connection with each proxy 

vote: 

• The Issuer’s name; 

• The security’s ticker symbol or CUSIP, as applicable; 

• The shareholder meeting date; 

• The number of shares that Sarofim voted; 

• A brief identification of the matter voted on; 

• Whether the matter was proposed by the Issuer or a security-holder; 

• Whether Sarofim cast a vote; 

• How Sarofim cast its vote (for the proposal, against the proposal, or abstain); 

• Whether Sarofim cast its vote with or against management; and 

• A list of ballots and shares voted 

• Any back-up documentation. 
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Sarofim may vote the same proxy in two directions only if a Client has specifically asked Sarofim to vote 

his/her shares a certain way. If Sarofim votes the same proxy in two directions, the Proxy Coordinator will 

maintain documentation describing the reasons for each vote (e.g., Sarofim believes that voting with 

management is in Clients’ best interests, but Client X gave specific instructions to vote against 

management) in the file of the Client that requested the specific vote. 

Any attempt to influence the proxy voting process by Issuers or others not identified in these policies and 

procedures should be promptly reported to the CCO. Similarly, any Client’s attempt to influence proxy 

voting with respect to other Clients’ securities should be promptly reported to the CCO. 

 

Proxies received after a Client terminates its advisory relationship with Sarofim will not be voted. The 

Proxy Coordinator will promptly return such proxies to the sender, along with a statement indicating that 

Sarofim’s advisory relationship with the Client has terminated, and that future proxies should not be sent 

to Sarofim. 

Class Actions 

Sarofim does not direct Clients’ participation in class actions, as disclosed in Part 2 of Form ADV. The 

General Counsel and/or CCO will determine whether to return any documentation inadvertently received 

regarding Clients’ participation in class actions to the sender, or to forward such information to the 

appropriate Client. 

Disclosures to Clients 

Sarofim includes a description of its policies and procedures regarding proxy voting and class actions in 

Part 2 of Form ADV, along with a statement that Clients can contact the CCO to obtain a copy of these 

policies and procedures and information about how Sarofim voted with respect to the Client’s securities. 

 

Any request for information about proxy voting or class actions should be promptly forwarded to the CCO 

and the Proxy Coordinator, who will respond to any such requests. 

As a matter of policy, Sarofim does not disclose how it expects to vote on upcoming proxies. Additionally, 

Sarofim does not disclose the way it voted proxies to unaffiliated third parties without a legitimate need to 

know such information. 


