WASATCH ADVISORS, INC.
PROXY VOTING POLICY

Regulatory Background - Proxy Voting Provisions of the Investment Advisers Act
Rule 206(4)-6 of the Investment Advisers Act of 1940 requires that, for an investment adviser to
exercise voting authority with respect to client securities, the adviser must:
 Adopt and implement written policies and procedures that are reasonably designed to ensure
that the adviser votes client securities in the best interest of clients, which procedures must
include how the adviser addresses material conflicts that may arise between the adviser’s
interests and those of the adviser’s clients;
 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 to the requesting client.
In accordance with our obligations under the Rule, Wasatch Advisors, Inc. (“Wasatch”) has
adopted and implemented the following Proxy Voting Policy to ensure that client proxies are
voted in the best interest of clients at all times.
I.

POLICY OVERVIEW

At Wasatch, our goal is to maximize the economic value of the investments we make for our
separate account clients and our mutual fund shareholders. In pursuit of this goal, we buy and
hold securities we believe will appreciate in value. When the investment potential of a security
becomes diminished, we sell it and attempt to reinvest the proceeds in more attractive
opportunities. In short, the primary means by which we serve our shareholders and clients and
protect their interests is the purchase and sale of securities. A secondary means by which we
fulfill our fiduciary responsibility is the exercising of our proxy voting rights. Corporate
governance, including but not limited to, compensation plans, corporate actions and the
composition of a board of directors, can have a significant influence upon the behavior of a
management team and the value of a corporation. The proxy voting process is the primary
means by which investors are able to influence such activities. As such, Wasatch considers how
we vote proxies to be an important activity.
One fundamental tenet of Wasatch’s investment philosophy is to invest in companies with high
quality management teams. We spend a significant amount of time evaluating the performance,
behavior, and actions of company executives in order to gain an understanding of how they think
about protecting and increasing shareholder value. As a result of being invested with high
quality management teams, Wasatch generally supports the recommendations of the boards of
directors when voting proxies. However, we ultimately vote for or against recommendations
based on the fundamental premise that at all times we are attempting to maximize the value of
our investments for the benefit of our clients. Wasatch also has a long history of investing in
companies with small market capitalizations, which often have a significant amount of common
stock owned by existing and former members of management. While this high degree of inside
1 of 8

ownership could cause some concerns regarding a lack of independence for the board of
directors, certain board committees or other areas of corporate governance, we generally believe
high inside ownership to be a positive characteristic as it helps to ensure that the interests of
management and shareholders are closely aligned.
Wasatch has developed the following proxy voting guidelines to assist us in making decisions
about how to vote proposals concerning certain issues. We have attempted to address those
issues that we believe are most relevant to creating shareholder value or that occur most
frequently in the types of securities in which we invest. However, these guidelines are not
exhaustive and do not purport to cover all of the potential issues, for the variety of issues on
which shareholders may be asked to vote is unlimited. The disclosure of these guidelines is
intended to provide clients and shareholders with a better understanding of how Wasatch
attempts to maximize shareholder value via the proxy voting process.
II.

GENERAL GUIDELINES

Board of Directors
Wasatch considers the board of directors to be an important component of strong corporate
governance. The board is responsible for overseeing the management team of a company and
helping to ensure that it acts in the best interest of shareholders. The primary means by which
Wasatch can influence the board of directors is to vote for the election of directors who have
relevant and valuable experience that will enhance the management of the company. Further,
Wasatch prefers that a board of directors have a majority of independent directors because we
believe that a board with such a composition is generally a strong advocate for shareholders.
However, while we endorse proposals that support the creation of boards with a majority of
independent directors as well as proposals which call for the audit, compensation and nominating
committees to be comprised solely of independent directors, the failure of the company to
nominate only independent directors or to have only independent directors serve on key
committees may not cause us to vote against the election of a director who lacks independence.
Wasatch appreciates the importance of these standards but we do not believe it is always in the
best interest of shareholders to blindly vote against all directors who may not be considered
independent. For example, a large shareholder who serves as a director is not considered
independent but may be a very important advocate for investors since his interests are closely
aligned with those of shareholders.
Generally, Wasatch will vote for those nominees recommended by the board of directors.
However, in each election we will review a wide variety of criteria including but not limited to:
 Long-term performance of the company.
 Composition of the board and key committees.
 Stock ownership by directors.
 Decisions regarding executive pay and director compensation.
 Corporate governance provisions and takeover activity.
 Attendance at board meetings.
 Interlocking directorships and related party transactions.
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In addition to evaluating nominees for the board of directors based on the aforementioned
criteria, Wasatch generally will support proposals:
 To declassify a board of directors.
 That allow cumulative voting and confidential voting.
Wasatch generally will not support:
 Nominees who are independent and receive compensation for services other than serving as a
director.
 Nominees who attend less than 75% of board meetings without valid reasons for absences.
 Nominees who are party to an interlocking directorship.
 Efforts to adopt classified board structures.
Executive Compensation
Wasatch supports compensation plans which are designed to align the interests of management
and shareholders as well as relate executive compensation to the performance of the company.
To evaluate compensation plans, we use quantitative criteria that measure the total cost to
shareholders if a plan is passed. Factors considered include:
 The estimated dollar cost for every award type under the proposed plan and all continuing
plans.
 The maximum shareholder wealth that would be transferred from the company to executives.
 Long-term corporate performance (on an absolute basis and relative to a standard industry
peer group and an appropriate market index) pegged to market capitalization.
 Cash compensation pegged to market capitalization.
 Other features of proposed compensation plans such as administration, payment terms, plan
duration, and whether the administering committee is permitted to reprice underwater stock
options without shareholder approval.
After the cost of the plan is estimated, it is compared to a company-specific dilution cap. The
allowable cap is industry specific, market cap based, and pegged to the average amount paid by
companies performing in the top quartile of their peer groupings. If the total plan cost exceeds
the allowable cap, Wasatch will generally vote against the proposed plan. In addition, Wasatch
generally will not support stock option plans that permit:
 The repricing of stock options without shareholder approval.
 The options to be priced at less than 100% of the fair market value of the underlying security
on the date of the grant.
Capital Structure
Wasatch may be asked to vote on proposals pertaining to changes in the capital structure of a
company. Such proposals include, but are not limited to, common stock authorizations, capital
issuance requests, share repurchase programs, stock splits, and debt restructurings. We will vote
for board-recommended capital structure changes so long as the proposals are well aligned with
shareholder interests. Wasatch generally will support proposals:
 Requesting the authorization of additional common stock.
 To institute share repurchase plans.
 To implement stock splits. Proposals to implement reverse stock splits will be reviewed on a
case-by-case basis.
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Wasatch will review, on a case-by-case basis, all other proposals to change the capital structure
of a company, including the authorization of common stock with special voting rights, the
authorization of stock relating to certain transactions, the issuance of preferred stock (including
“blank check” preferred stock) and the restructuring of debt securities. These proposals typically
address a set of company-specific circumstances and proposals recommended by the board of
directors may or may not be in the best interest of shareholders.
Mergers, Acquisitions and Other Transactions
Companies may undertake a variety of strategic transactions aimed at enhancing shareholder
value including mergers, acquisitions, recapitalizations, spin-offs, asset sales, and liquidations.
In evaluating proposed transactions, we will consider the benefits and costs to shareholders over
both the short and long term. Specific items we will consider include the financial impact of the
transaction on future operating results, the increase or decrease in shareholder value, and any
changes in corporate governance and their impact on shareholder rights. When shareholders are
asked to vote on mergers, acquisitions and other similar proposals, they are considered to be
material to the company and could require the analysis of a wide variety of factors in order to
determine if the transaction is in the best interest of shareholders. As a result, Wasatch will
review and vote each proposal on a case-by-case basis.
Anti-Takeover Provisions
In an attempt to prevent a company from being acquired without the approval of the board of
directors, shareholders may be asked to vote on a variety of proposals such as shareholder rights
plans (commonly referred to as “poison pills”), supermajority voting, blank check preferred
stock, fair price provisions, and the creation of a separate class of stock with disparate voting
rights. Wasatch recognizes that such proposals may enhance shareholder value in certain
situations. However, Wasatch will review proposals pertaining to anti-takeover provisions on a
case-by-case basis and vote against those proposals merely intended to entrench management
and prevent the company from being acquired at a fair price.
Auditors
An audit of a company’s financial statements is an important part of the investment process, for
while an audit cannot fully protect investors against fraud, it does verify that the financial
statements accurately represent the position and performance of the company. Wasatch
generally votes for proposals to ratify auditors unless the auditors do not appear to be
independent. Auditor independence may be compromised if the auditor has a financial interest
and/or association with the company or receives substantial compensation for non-audit related
services. Wasatch also generally votes for proposals to authorize the board of directors to
determine the remuneration of the auditors unless there is evidence of excessive compensation
relative to the size and nature of the company.
Environmental, Social and Governance Issues
Wasatch believes corporations which act responsibly towards all stakeholders will generally
perform better over the long-term. Wasatch will consider Environmental, Social and
Governance issues in proxy proposals, but will determine on a case-by-case basis whether the
proposals are economically advantageous to shareholders and whether or not to support the
issues.
Foreign Issuers
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With respect to some non-U.S. issuers, the exercise of voting rights can cause an account to incur
a cost or cause the underlying shares to be blocked from trading. Although we recognize the
importance of the right to vote, Wasatch believes that clients may be better served by avoiding
unnecessary costs and preserving the right to trade shares promptly should conditions warrant.
Accordingly, there may be times when no vote is cast because Wasatch’s analysis of a particular
proxy leads us to believe that the cost of voting the proxy exceeds the expected benefit to clients
(e.g., when casting a vote on a foreign security requires that Wasatch engage a translator or
travel to a foreign country to vote in person, or results in shares being blocked from trading).
This position complies with the Department of Labor’s Interpretive Bulletin 94-2.
Certain foreign countries require additional documentation in order to permit voting of shares.
For example, Wasatch clients are at times required to provide a power of attorney to the local
sub-custodian to facilitate Wasatch voting the shares held in the client accounts. While Wasatch
will attempt to assist clients in preparing and submitting this documentation, at times Wasatch is
unable to vote shares held by some clients in certain foreign countries.
III.

EXCLUSIONS AND EXCEPTIONS

Wasatch has developed the general guidelines to assist us in making decisions about how to vote
proposals concerning anticipatable issues. However, we recognize that the general guidelines are
not exhaustive and cannot anticipate all of the potential issues, or the facts and circumstances
surrounding a particular vote. Although we have general guidelines, in the situations covered
below Wasatch may supplement or deviate from them.
Case-by-case Issues
Several of the issues mentioned above in the general guidelines recognize that the proper vote to
maximize shareholder value will be dependent upon the facts in the actual situation. These facts
cannot be anticipated and will be reviewed on a case-by-case basis with the aim of maximizing
shareholder value. In addition, any issues that are not addressed by the foregoing guidelines will
be reviewed on a case-by-case basis.
Exceptions
From time to time Wasatch will review an issue that is addressed by the foregoing guidelines and
determine that in the specific case it is appropriate to vote against the recommendation provided
in the guidelines with the aim of maximizing shareholder value. At these times it is permissible
for Wasatch to vote against the general guidelines, but it is required that the rationale behind the
deviation from the guidelines is sufficiently documented.
Conflicts of Interest
Wasatch will at all times make its best effort to vote proxies in the best interest of clients and
avoid material conflicts of interest. A material conflict of interest refers to a situation in which
Wasatch or affiliated persons of Wasatch have a financial interest in a matter presented by a
proxy which could potentially compromise Wasatch’s independence of judgment and action with
respect to the voting of the proxy. We will attempt to identify any material conflicts that may
exist by, among other things, reviewing the identity of each issuer soliciting proxy votes to
determine if the issuer or an affiliate of the issuer (i) is a client of Wasatch, (ii) has a relationship
with Wasatch, (iii) there is a reasonable expectation that the issuer or an affiliate would become a
client of Wasatch or develop a material relationship with Wasatch, or (iv) Wasatch holds a
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significant amount1 of the issuer’s shares outstanding. In addition, any Wasatch employee with
knowledge of a personal conflict of interest (e.g., a familial relationship with company
management) relating to an issuer soliciting proxy votes must disclose that conflict to the Proxy
Manager and Compliance and remove himself or herself from the proxy voting process for that
issuer. Any questions regarding whether a particular issue may present a material conflict of
interest with respect to Wasatch’s voting of client proxies should be directed to Compliance.
In the event that Wasatch has a material conflict of interest in any proposal that is the subject of a
proxy to be voted for a client account, Wasatch will instruct ISS to vote that proposal in
accordance with ISS’ published recommendation. In such cases, any vote recommended by ISS
is binding and may not be overridden by Wasatch. Proposals on the same proxy ballot for which
Wasatch does not have a material conflict of interest will be voted in accordance with Wasatch’s
Proxy Voting Policy.
Private Funds
In addition to its other clients, Wasatch provides investment management services to private
investment funds. Every vote made in the private funds will be considered a case-by-case vote.
All voting decisions made for the private funds will be made independent of the voting decisions
made for other Wasatch clients. In order to ensure this independence, Wasatch will document
that different individuals have made these voting decisions independent of one another.
IV.

PROCEDURES

ISS’s Role
Wasatch has retained an independent service provider, Institutional Shareholder Services
(“ISS”), to assist in reconciling and processing proxy ballots and providing record-keeping and
vote disclosure services, as well as research on proxy issues. ISS tracks which securities are held
by Wasatch and receives notice of the proxy votes that these companies send to shareholders.
ISS then reviews the Wasatch Proxy Voting Policy and prepares recommendations on how the
votes should be cast based on the policy (the “ISS Recommendations”). ISS then provides these
recommendations to Wasatch. On matters not adequately covered by the Wasatch Proxy Voting
Policy, ISS merely notes these as case-by-case indicating they require additional review by
Wasatch. After the ISS Recommendations are provided to Wasatch, the matters are voted by ISS
in accordance with the recommendations unless ISS receives instructions from Wasatch to vote
otherwise.
Proxy Manager’s Role
Wasatch has designated a member of our Operations team as Proxy Manager to assist in
coordinating and voting securities. The Proxy Manager sends a proxy meeting calendar to
research analysts detailing upcoming shareholder meetings, including an indication whether
items are set to be voted per the ISS Recommendations or whether they need additional review
and determination by Research. The Proxy Manager then is responsible for ensuring all votes
Wasatch's relative level of ownership of certain issuer’s soliciting proxy votes, as a percent of
the company’s shares outstanding, may give the appearance of control. Wasatch clients hold the
issuer's stock solely for investment purposes, with no intent to control the business or affairs of
the issuer. In such instances, Wasatch may instruct ISS to vote that meeting in accordance with
ISS’ published recommendation.
1
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are cast, documenting the basis for voting decisions on any contrary votes or case-by-case votes,
and monitoring Wasatch’s proxy voting procedures.
Research Team’s Role
The members of Wasatch’s Research team are responsible for reviewing the proxies of the
companies they follow and the ISS Recommendation for the proxies. The Research team needs
to provide the Proxy Manager with vote recommendations in case-by-case votes and any time
they wish to vote contrary to the ISS Recommendation.
Proxy Committee
Wasatch has established a Proxy Committee to oversee the implementation and monitoring of
this Policy. The Proxy Committee provides a written report on a regular basis to the Wasatch’s
Corporate Governance and Audit Committee as well as the Wasatch Funds Trust’s Board of
Directors.

No less than annually, the Proxy Committee shall:






V.

Review a sample of the record of voting delegation, including ERISA accounts,
maintained by the Proxy Manager to determine if Wasatch is exercising its authority to
vote proxies on portfolio securities held in the selected accounts;
Request and review voting data to determine if accurate and timely communication of
proxy votes is reasonably accomplished during the period reviewed;
Meet with the Proxy Manager to review the voting of proxies, communication of proxy
votes, and the general functioning of this policy; and
Prepare a written report to the Audit Committee with respect to the results of this review.
Recordkeeping, Training and Maintenance

Recordkeeping
Under rule 204-2, Wasatch must retain the following:
a) proxy voting policies;
b) proxy statements received regarding client securities – Wasatch has delegated the
responsibility for maintaining these records to ISS;
c) records of votes they cast on behalf of clients – Wasatch has delegated the responsibility
for maintaining these records to ISS;
d) any documents prepared by Wasatch that were material to making a decision how to vote,
or that memorialized the basis for the decision – this will generally be the proxy policy
and documentation regarding any votes cast contrary to the policy;
e) Record of the voting resolution of any conflict of interest;
f) Records of any client requests for information on how a client’s proxies were voted and
records of Wasatch’s responses to client requests;
g) Training attendance records; and
h) All written reports arising from annual reviews of the policy.
7 of 8

Wasatch has retained ISS to assist in providing record-keeping. Wasatch may also use the
Securities and Exchange Commission’s EDGAR database for the items referred to in item b
above. Records not maintained by ISS shall be maintained by Wasatch for a period of not less
than five years from the end of the Wasatch’s fiscal year during which the last entry was made
on the record.
Training
At least annually, appropriate personnel will be trained regarding the Proxy Voting Policy. Such
training program will review applicable laws, regulations, procedures and recent trends in proxy
voting and their relation to Wasatch’s business. Training may be conducted in person or online,
and completion records will be retained for a five-year period.
Annual Certification
Each Wasatch employee who is involved in the proxy voting process is required to certify
annually that he or she has read, understands and has complied with, to the best of his or her
knowledge, Wasatch’s Proxy Voting Policy.

ERISA
Wasatch acknowledges our responsibility to vote proxies for ERISA clients in a manner that
ensures the exclusive benefit for the underlying participants and beneficiaries. Wasatch casts
such proxy votes for the sole purpose of extending benefits to participants and beneficiaries
while using the care, skill and diligence that a prudent person acting in a like capacity and
familiar with such matters would use under the circumstances then prevailing.
Undue Influence
Any attempts by any of Wasatch’s personnel to influence the voting of client proxies in a manner
that is inconsistent with Wasatch’s Policy should be reported to Wasatch’s Compliance Officer.
If the Compliance Officer is the person attempting to influence the voting, the report should be
made to Wasatch’s President.
VI.

Disclosure to Clients

Interested Clients are encouraged to request information on how Wasatch has voted their proxies.
In order to request this information, separate account clients should contact their Client Relations
representative. Wasatch Funds’ proxy voting record is available on the Funds’ website at
www.wasatchfunds.com and the SEC’s website at www.sec.gov no later than August 31 for the
prior 12 months ending June 30.

Adopted as of September 30, 2004
Amended as of June 8, 2010; March 10, 2015; November 14, 2017.
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