
 
 
 

Avenue Investment Management Inc. 
 
Avenue Investment Management Proxy Policy and Corporate 
Governance 
 
We know that shareholders rightfully look to Avenue Investment Management to be 
responsive to matters relating to corporate governance. So, we present the following 
explanation and summary of the Proxy Voting Guidelines that are followed by the 
Avenue Investment Management. 
 
INTRODUCTION 
 
Avenue Investment Management's portfolios are managed with one overriding goal: To 
provide the greatest possible return to client’s consistent with governing laws and the 
investment policies of each portfolio. In pursuit of this goal, the Avenue Investment 
Management funds take two basic types of action: 
 
  1)   Buy and hold securities they believe will appreciate in value; and 
sell securities they believe are less likely to appreciate in value. 
  2)   Exercise their rights as shareholders to support sound corporate 
governance within companies in which we invest. 
 
At Avenue Investment Management, the first type of action – buying and selling 
securities – is based on searching the globe for investment opportunities company by 
company, issue by issue. In that spirit, Avenue Investment Management portfolio 
managers make their investment decisions – to buy, hold or sell – based on this research. 
 
The exercise of shareholder rights is generally done by casting votes by proxy at 
shareholder meetings on matters submitted to shareholders for approval. For example, the 
election of directors or the approval of a company's stock option plans for officers or 
employees. At Avenue Investment Management, formal written guidelines followed by 
all of the Avenue Investment Management Portfolio’s have been established for proxy 
voting by the Partners of Avenue Investment Management. The purpose of these 
guidelines (summarized below), is simple: to promote accountability of a company's 
management and Board of Directors to its shareholders; to align the interests of 
management with those of shareholders; and to increase disclosure of a company's 
business and operations. The guidelines include provisions to address conflicts of 
interests that may arise between shareholders and Avenue Investment Management when 
Avenue Investment Management votes proxies at a shareholder meeting of a company for 
which Avenue Investment Management has a holding in. When voting proxies on behalf 
of shareholders, Avenue Investment Management votes in a manner consistent with the 
best interest of shareholders and votes a company's proxies without regard to any other 
Avenue Investment Management relationship, business or otherwise. 
 
Avenue Investment Management believes sound corporate governance should achieve 
three key objectives: 
 
  1)   Accountability. There must be effective means in place to hold 
those entrusted with running a company's business accountable for their actions. 



Management of a company must be accountable to its board of directors; the board, in 
turn, must be accountable to shareholders, who are the company's owners. Promoting 
accountability can take many forms. These include enforcing rules and laws imposing 
duties on officers and directors; protecting shareholder voting rights; ensuring rigorous 
scrutiny of a company's financial statements by independent, outside auditors; and 
maintaining free and open markets to allow for the re-allocation of capital and transfers 
of corporate control. 
  2)   Alignment of Management and Shareholder Interests. The interests 
of a company's management and board of directors should be aligned with the interests of 
the company's shareholders. This means, for example, that salary and equity-based forms 
of compensation paid to management should be designed to reward management for 
doing a good job of creating value for the shareholders of the company. 
  3)   Effective Disclosure. The third objective is to promote timely 
disclosure of important information about a company's business operations and financial 
performance. This is intended to enable investors, individual and institutional alike, to 
make informed decisions on when to buy, sell or hold a company's securities. 
 
To promote these objectives, specific proxy guidelines – Avenue Investment 
Management Funds' Proxy Voting Guidelines – were established by the Partners (The 
Proxy Voting Guidelines are reviewed periodically by Avenue Investment Management, 
and, accordingly, are subject to change.) 
 
The guidelines recognize that a company's management is entrusted with the day-to-day 
operations of the company, as well as longer term strategic planning subject to the 
oversight of the company's board of directors. The guidelines also recognize that the 
company's shareholders – the owners of the company – must have final say over how 
management and directors are performing, and how shareholders' rights and ownership 
interests are handled. 
 
Avenue Investment Management's proxy voting guidelines generally address proposals 
submitted to shareholders of three types: 
 
  1)   Proposals seeking approval of equity-based compensation, 
including stock option plans 
  2)   Proposals relating to changes in corporate control; and 
  3)   Proposals that affect shareholder rights, including voting rights 
 
 
SUMMARY OF PROXY VOTING GUIDELINES 
(Refer below to the full text of the proxy voting guidelines) 
 
Equity-based Compensation Plans 
 
Approval of Plans or Plan Amendments 
 
Avenue Investment Management encourages the use of reasonably designed stock-related 
compensation plans that align the interests of corporate management with those of 
shareholders by providing officers and employees with an incentive to increase 
shareholder value. While we evaluate plans on a case-by-case basis, the guidelines 
generally call for withholding our vote for plans or plan amendments that do not meet the 
following conditions:  
 



  •   The dilution effect of new shares authorized, plus the shares 
reserved for issuance in connection with all other stock related plans, should not exceed 
10%. However, for companies with a smaller market capitalization, the dilution effect 
should not exceed 15%. If the plan does not meet this test, the dilution effect is also 
evaluated in light of any unusual factor involving the company. 
  •   The minimum exercise price of stock options should be no less 
than 100% of fair market value on the date of grant. 
  •   Neither the Board of Directors nor its Compensation Committee 
should be authorized to materially amend a plan without shareholder approval. 
  •   The granting of awards to non-employee directors should not be 
subject to management discretion, but rather should be pursuant to non-discretionary 
grants specified by the plan's terms. 
  •   The plan should not authorize the re-pricing of stock options 
(including the cancellation and exchange of options) without shareholder approval. 
  •   The restriction period for restricted stock awards (RSAs) normally 
should be at least three years. RSAs with a restriction period of less than three years, but 
at least one year, might be acceptable if the RSA is performance based. 
  •   Stock awards other than stock options and RSAs should be 
identified as being granted to officers/directors in lieu of salary or cash bonus, and the 
number of shares awarded should be reasonable. 
 
Re-pricing of Outstanding Options 
 
Avenue Investment Management generally will withhold its authority on the election of 
directors if, within the most recent year and without shareholder approval, a company's 
Board of Directors or its Compensation Committee has re-priced certain outstanding 
options held by officers or directors exceeding certain percentages depending on the size 
of the company. 
 
 
Measures Dealing with Takeovers 
 
The Avenue Investment Management guidelines generally oppose measures that are 
designed to prevent or obstruct corporate takeovers. Such measures tend to entrench 
current management. In our free capital markets system, the active trading of a company's 
securities and the potential transfer of corporate control through takeover – hostile or 
otherwise – must be permitted to occur. 
 
Shareholder Rights Plans 
 
The guidelines recognize that there are arguments both in favor of and against 
shareholder rights plans, also known as poison pills because they can prevent someone 
from buying more than a certain percent of a company's stock without management 
approval. We believe the best approach is for the company to put its case to shareholders 
by letting them vote on a plan. We generally respond to the adoption or extension of a 
shareholder rights plan in accordance with the following guidelines: 
 
  •   If, without shareholder approval, a company's Board of Directors 
has instituted a new poison pill plan, extended an existing plan, or adopted a new plan 
upon the expiration of an existing plan during the last year, we generally withhold votes 
on the election of directors at the Annual Meeting following such action. 
  •   Avenue Investment Management may vote in favor of a rights plan 
with "sunset" provisions: if the plan is linked to a business strategy that will – in our view 



– likely result in greater value for shareholders, if the term is less than five years, and if 
shareholder approval is required to reinstate the expired plan or adopt a new plan at the 
end of this term. 
  •   If Avenue Investment Management requests and a company's 
Board of Directors refuses to amend a poison pill to allow the Avenue Investment 
Management funds to hold an aggregate position of up to 20% of a company's total 
voting securities and of any class of voting securities, we generally withhold votes on the 
election of directors. On a case-by-case basis, Avenue Investment Management may not 
withhold votes on the election of directors if in our judgment a company's poison pill 
although imposing an aggregate ownership limit of less than 20% provides sufficient 
investment flexibility. 
  •   We generally support shareholder resolutions requesting that 
shareholders be given the opportunity to vote on the adoption of rights plans. 
 
Golden Parachutes 
 
The guidelines oppose the use of accelerated employment contracts that will result in 
cash grants of greater than three times annual compensation (salary and bonus) in the 
event of termination of employment following a change in control of a company. In 
general, the guidelines call for voting against such "golden parachute" plans because they 
impede potential takeovers that shareholders should be free to consider. Adoption of such 
golden parachutes generally will result in withholding of the Avenue Investment 
Management Portfolio’s votes for directors who approve such contracts and stand for re-
election at the next shareholder meeting. 
 
Increases in Authorized Common Stock 
 
The guidelines generally call for approval of increases in authorized shares, provided that 
the increase is not greater than three times the number of shares outstanding and reserved 
for issuance. In calculating shares outstanding and those reserved for future issuance, the 
guidelines take into account shares reserved for stock-related plans and securities 
convertible into common stock, but not shares reserved for any poison pill plan. 
 
"Blank Check" Preferred Stock 
 
The guidelines generally call for voting against proposals to authorize preferred stock 
who’s voting, conversion, dividend and other rights are determined at the discretion of 
the Board of Directors when the stock is issued. Although so-called "blank check" 
preferred stock typically is used for legitimate financing needs, it also can be issued in an 
anti-takeover situation. To protect Avenue Investment Management client’s, while still 
providing financing flexibility to management, Avenue Investment Management 
generally votes in favor of the authorization of preferred stock if the company's Board of 
Directors specifically agrees to the following provisions: 
 
  •   The voting rights of a series of preferred stock are limited to one 
vote per share; and 
  •   The preferred stock will not be issued in an anti-takeover situation 
unless shareholders have approved the issuance in advance. 
 
Classified Boards 
 
The guidelines view the election of a company's Board of Directors as one of the most 
fundamental rights held by shareholders of the company. Because a classified board 



structure prevents shareholders from electing a full slate of directors at Annual Meetings, 
the guidelines generally call for voting against classified boards. Avenue Investment 
Management generally will vote in favor of shareholder proposals to declassify a Board 
of Directors unless a company's charter or governing corporate law allows shareholders, 
by written consent, to remove a majority of directors at any time, with or without cause. 
 
Shareholder Rights 
 
Avenue Investment Management's guidelines view the exercise of shareholders' rights – 
including the rights to act by written consent, to call special meetings and to remove 
directors – to be fundamental to corporate governance. 
 
Cumulative Voting 
 
The ability of shareholders to cumulate their votes for the election of directors – that is, 
cast more than one vote for a director about whom they feel strongly – generally 
increases shareholders' rights to effect change in the management of a corporation. 
Therefore, the guidelines generally support proposals to adopt cumulative voting. 
However, where the rights of the shareholder are protected by an entirely independent 
Nominating Committee and a majority of the Board of Directors is independent, the 
guidelines allow for abstention on a shareholder proposal to adopt cumulative voting. 
 
Confidential Voting 
 
The guidelines generally support proposals to require that voting be confidential because 
they increase the independence of shareholders who are voting. In some cases, no votes 
may affect stock prices, and while that may be unavoidable, confidential voting tends to 
minimize this problem. Confidential voting also allows shareholders, particularly 
employee shareholders, to vote their shares without concern that management may try to 
exert influence on their right to vote. 
 
Supermajority Voting 
 
The guidelines favor simple majority votes by shareholders on matters submitted for their 
approval and generally will call for support of shareholder proposals that eliminate 
supermajority voting requirements. The requirement of a supermajority vote can limit the 
ability of shareholders to effect change by essentially providing a veto to a large minority 
shareholder or group of minority shareholders. 
 
Dual Class Capitalizations 
 
Because classes of common stock with unequal voting rights limit the rights of certain 
shareholders, the guidelines call for voting against adoption of a dual or multiple class 
capitalization structure. 
 
Other Situations 
 
No set of guidelines can anticipate all situations that may arise. In special cases, Avenue 
Investment Management may seek insight from outside their firm on how a particular 
proxy proposal will impact the financial prospects of a company, and vote accordingly. 
The guidelines are just that: guidelines – but they are not hard and fast rules, simply 
because corporate governance issues are so varied. 
 



CONCLUSION 
 
In conclusion, the Avenue Investment Management believes that there is a strong 
correlation between enhancing shareholder value and sound corporate governance. The 
Avenue Investment Managements' Proxy Voting Guidelines are intended to put this 
belief into action through the exercise of its voting rights. 
 
FULL TEXT OF PROXY VOTING GUIDELINES 
(All Avenue Investment Management portfolios) 
 
The following Proxy Voting Guidelines were established by the Partners of Avenue 
Investment Management. 
 
(The guidelines are reviewed periodically by Avenue Investment Management and, 
accordingly, are subject to change.) 
 
 I.  General Principles 
 
 A.  Except as set forth herein, portfolio securities should generally be 
voted in favor of incumbent directors and in favor of routine management proposals. 
 
 B.  Non-routine proposals covered by the following guidelines should 
generally be voted in accordance with the guidelines. 
 
 C.  Non-routine proposals not covered by the following guidelines or 
other special circumstances should be evaluated by the Partners of Avenue Investment 
Management. 
 
 II.  Portfolio shares should generally be voted against anti-takeover 
proposals, including: 
 
 A.  Fair Price Amendments, except those that consider only a two year 
price history and are not accompanied by other anti-takeover measures. 
 
 B.  Classified Boards. Avenue Investment Management will generally 
vote in favor of proposals to declassify a board of directors. Avenue Investment 
Management will consider voting against such a proposal if the issuer's Articles of 
Incorporation or applicable statute includes a provision whereby a majority of directors 
may be removed at any time, with or without cause, by written consent, or other 
reasonable procedures, by a majority of shareholders entitled to vote for the election of 
directors. 
 
 C.  Authorization of "Blank Check" Preferred Stock. 
 
 D.  Golden Parachutes: 
 
 
 1.  Accelerated options and/or employment contracts that will result in 
a lump sum payment of more than three times annual compensation (salary and bonus) in 
the event of termination. 
 
 2.  Compensation contracts for outside directors. 
 



 3.  Tin Parachutes that cover a group beyond officers and directors 
and permit employees to voluntarily terminate employment and receive payment. 
 
 4.  Adoption of a Golden or Tin Parachute will result in our 
withholding authority in the concurrent or next following vote on the election of 
directors. 
 
 
 E.  Supermajority Provisions. 
 
 F.  Poison Pills: 
 
 1.  Introduction of a Poison Pill without shareholder approval will 
result in Avenue Investment Management withholding authority in the concurrent or next 
following vote on the election of directors. In addition, extension of an existing Poison 
Pill or the adoption of a new Poison Pill without shareholder approval upon the expiration 
of an existing Pill will result in Avenue Investment Management withholding authority in 
the concurrent or next following vote on the election of directors. 
 
 2.  Avenue Investment Management will consider not withholding its 
authority on the election of directors if (a) the board has adopted a Poison Pill with a 
sunset provision; (b) the Pill is linked to a business strategy that will result in greater 
value for the shareholders; (c) the term is less than 5 years; and (d) shareholder approval 
is required to reinstate the expired Pill. In addition, the Funds will consider not 
withholding authority on the election of directors if company management indicates that 
the board is willing to strongly consider seeking shareholder ratification of, or adding a 
sunset provision meeting the above conditions to, an existing Pill. In such a case, if the 
company does not take appropriate action prior to the next annual shareholder meeting, 
the Funds would withhold their vote from the election of directors at that next meeting. 
 
 3.  Avenue Investment Management will generally withhold authority 
on the election of directors if a company refuses, upon request by Avenue Investment 
Management, to amend a Poison Pill Plan to allow the Avenue Investment Management 
funds to hold an aggregate position of up to 20% of a company's total voting securities 
and of any class of voting securities. On a case-by-case basis, Avenue Investment 
Management may determine not to withhold authority on the election of directors if a 
company's Poison Pill Plan, although imposing an aggregate ownership position limit of 
less than 20%, in the judgment of Avenue Investment Management provides the funds 
with sufficient investment flexibility. 
 
 4.  Portfolio shares will be voted for shareholder proposals requiring 
or recommending that shareholders be given an opportunity to vote on the adoption of 
poison pills. 
 
 5.  If shareholders are requested to approve adoption of a Poison Pill 
plan, the Funds will, in general, consider voting in favor of the Poison Pill plan if: (a) the 
board has adopted a Poison Pill with a sunset provision; (b) the Pill is determined to be 
linked to a business strategy that will result in greater value for the shareholders; (c) the 
term is generally not longer than 5 years; (d) shareholder approval is required to reinstate 
an expired Pill; (e) the Pill contains a provision suspending its application, by shareholder 
referendum, in the event a potential acquirer announces a bona fide offer, made for all 
outstanding shares; and (f) the Pill allows the Avenue Investment Management funds to 
hold an aggregate position of up to 20% of a company's total voting securities and of any 



class of voting securities. On a case-by-case basis, Avenue Investment Management may 
determine to vote in favor of a company's Poison Pill Plan if the Plan, although imposing 
an aggregate ownership position limit of less than 20%, in the judgment of Avenue 
Investment Management provides the portfolio’s with sufficient investment flexibility. 
 
 
 G.  Elimination of, or limitation on, shareholder rights (e.g., action by 
written consent, ability to call meetings, or remove directors). 
 
 H.  Transfer of authority from shareholders to directors. 
 
 I.  Reincorporation in another state (when accompanied by anti-
takeover provisions). 
 
 III.  Stock Option Plans 
 
 A.  Stock Option plans should be evaluated on a case-by-case basis. 
Portfolio shares should generally be voted against Stock Option Plan adoptions or 
amendments to authorize additional shares if: 
 
 1.  The dilution effect of the shares authorized under the plan, plus the 
shares reserved for issuance pursuant to all other stock plans, is greater than 10%. 
However, for companies with a smaller market capitalization, the dilution effect may not 
be greater than 15%. If the plan fails this test, the dilution effect may be evaluated 
relative to any unusual factor involving the company. 
 
 2.  The offering price of options is less than 100% of fair market value 
on the date of grant, except that the offering price may be as low as 85% of fair market 
value if the discount is expressly granted in lieu of salary or cash bonus. 
 
 3.  The Board may, without shareholder approval, (i) materially 
increase the benefits accruing to participants under the plan, (ii) materially increase the 
number of securities which may be issued under the plan, or (iii) materially modify the 
requirements for participation in the plan. 
 
 4.  The granting of options to non-employee directors is subject to 
management discretion, the plan is administered by a compensation committee not 
comprised entirely of non-employee directors or the plan is administered by a board of 
directors not comprised of a majority of non-employee directors, versus non-
discretionary grants specified by the plan's terms. 
 
 5.  However, a modest number of shares may be available for grant to 
employees and non-employee directors without complying with Guidelines 2, 3 and 4 
immediately above if such shares meet both of two conditions: 
 
 
 a.  They are granted by a compensation committee composed entirely 
of independent directors. 
 
 b.  They are limited to 5% (large capitalization company) and 10% 
(small capitalization company) of the shares authorized for grant under the plan. 
 
 



 6.  The plan's terms allow repricing of underwater options, or the 
Board/Committee has repriced options outstanding under the plan in the past 2 years. 
However, option repricing may be acceptable if all of the following conditions, as 
specified by the plan's express terms, or board resolution, are met: 
 
 
 a.  The repricing is authorized by a compensation committee 
composed entirely of independent directors to fulfill a legitimate corporate purpose such 
as retention of a key employee; 
 
 b.  The repricing is rarely used and then only to maintain option value 
due to extreme circumstances beyond management's control; and 
 
 c.  The repricing is limited to no more than 5% (large capitalization 
company) or 10% (small capitalization company) of the shares currently authorized for 
grant under the plan. 
 
 
 7.  Furthermore, if a compensation committee composed entirely of 
independent directors determines that options need to be granted to employees other than 
the company's executive officers, that no shares are currently available for such options 
under the company's existing plans, and that such options need to be granted before the 
company's next shareholder meeting, then the company may reprice options in an amount 
not to exceed an additional 5% or 10%, as applicable, if such company seeks 
authorization of at least that amount at the very next shareholders' meeting. 
 
 8.  For purposes of this Guideline III, a large capitalization company 
generally means a company with market capitalization of over $500 million; the small 
capitalization company category generally includes all companies below $500 million in 
market capitalization. 
 
 
 B.  Avenue Investment Management will generally withhold its 
authority on the election of directors if, within the last year and without shareholder 
approval, the company's board of directors or compensation committee has repriced 
outstanding options held by officers or directors which, together with all other options 
repriced under the same stock option plan (whether held by officers, directors or other 
employees) exceed 5% (for a large capitalization company) or 10% (for a small 
capitalization company) of the shares authorized for grant under the plan. 
 
 C.  Proposals to reprice outstanding stock options should be evaluated 
on a case-by-case basis. Avenue Investment Management will consider supporting a 
management proposal to reprice outstanding options based upon whether the proposed 
repricing is consistent with the interests of shareholders, taking into account such factors 
as: 
 
 1.  Whether the repricing proposal excludes senior management and 
directors; 
 
 2.  Whether the options proposed to be repriced exceeded Avenue 
Investment Management dilution thresholds when initially granted; 
 



 3.  Whether the repricing proposal is value neutral to shareholders 
based upon an acceptable options pricing model; 
 
 4.  The company's relative performance compared to other companies 
within the relevant industry or industries; 
 
 5.  Economic and other conditions affecting the relevant industry or 
industries in which the company competes and; 
 
 6.  Any other facts or circumstances relevant to determining whether a 
repricing proposal is consistent with the interests of shareholders. 
 
 IV.  Restricted Stock Awards ("RSA") should be evaluated on a case-
by-case basis. Portfolio shares should generally be voted against RSA adoptions or 
amendments to authorize additional shares if: 
 
 A.  The dilution effect of the shares authorized under the plan, plus the 
shares reserved for issuance pursuant to all other stock plans, is greater than 10%. 
However, for companies with a smaller market capitalization, the dilution effect may not 
be greater than 15%. If the plan fails this test, the dilution effect may be evaluated 
relative to any unusual factor involving the company. 
 
 B.  The Board may materially alter the RSA without shareholder 
approval, including a provision that allows the Board to lapse or waive restrictions at its 
discretion. 
 
 C.  The granting of RSAs to non-employee directors is subject to 
management discretion, versus non-discretionary grants specified by the plan's terms. 
 
 D.  The restriction period is less than 3 years. RSAs with a restriction 
period of less than 3 years but at least 1 year are acceptable if the RSA is performance 
based. 
 
 E.  However, a modest number of shares may be available for grant to 
employees and non-employee directors without complying with Guidelines B, C and D 
immediately above if such shares meet both of two conditions: 
 
 
 1.  They are granted by a compensation committee composed entirely 
of independent directors. 
 
 2.  They are limited to 5% (large capitalization company) and 10% 
(small capitalization company) of the shares authorized for grant under the plan. 
 
 
 F.  For purposes of this Guideline IV, a large capitalization company 
generally means a company with market capitalization of over $500 million; the small 
capitalization company category generally includes all companies below $500 million in 
market capitalization. 
 
 V.  Other Stock-Related Plans should be evaluated on a case-by-case 
basis: 
 



 A.  Omnibus Stock Plans - vote against entire plan if one or more 
component violates any of the criteria in parts III or IV above, except if the component is 
de minimus. In the case of an omnibus stock plan, the 5% and 10% limits in Guidelines 
III and IV will be measured against the total number of shares under all components of 
such plan. 
 
 
 
 B.  Employee Stock Purchase Plans - vote against if the plan violates 
any of the criteria in parts III and IV above, except that the minimum stock purchase 
price may be equal to or greater than 85% of the stock's fair market value if the plan 
constitutes a reasonable effort to encourage broad based participation in the company's 
equity. In the case of non-U.S. company stock purchase plans, the minimum stock 
purchase price may be equal to the prevailing "best practices," as articulated by the 
research or recommendations of the relevant proxy research or corporate governance 
services, provided that the minimum stock purchase price must be at least 75% of the 
stock's fair market value. 
 
 C.  Stock Awards (other than stock options and RSAs) - generally vote 
against unless they are identified as being granted to officers/directors in lieu of salary or 
cash bonus, subject to number of shares being reasonable. 
 
 VI.  Unusual Increases in Common Stock: 
 
 A.  An increase of up to 3 times outstanding and scheduled to be 
issued, including stock options, is acceptable; any increase in excess of 3 times would be 
voted against except in the case of real estate investment trusts, where an increase of 5 
times is, in general, acceptable. 
 
 B.  Measured as follows: requested increased authorization plus stock 
authorized to be issued under Poison Pill divided by current stock outstanding plus any 
stock scheduled to be issued (not including Poison Pill authority). (If the result is greater 
than 3, Portfolio shares should be voted against.) 
 
 VII.  Portfolio shares should, in general, be voted against the 
introduction of new classes of Stock with Differential Voting Rights. 
 
 VIII.  With regard to Cumulative Voting Rights, Portfolio shares should 
be voted in favor of introduction or against elimination on a case-by-case basis where this 
is determined to enhance Portfolio interests as minority shareholders. 
 
 IX.  Greenmail - Portfolio shares should be voted for anti-greenmail 
proposals so long as they are not part of anti-takeover provisions. 
 
 X.  Portfolio shares should be voted in favor of charter by-law 
amendments expanding the Indemnification of Directors and/or limiting their liability for 
Breaches of Care. 
 
 
 A.  Portfolio shares should be voted against such proposals if Avenue 
Investment Management is otherwise dissatisfied with the performance of management 
or the proposal is accompanied by anti-takeover measures. 
 



 
 XI.  Portfolio shares should be voted in favor of proposals to adopt 
Confidential Voting and Independent Vote Tabulation practices. 
 
 XII.  Portfolio shares should be voted in favor of proposed amendments 
to a company's certificate of incorporation or by-laws that enable the company to Opt Out 
of the Control Shares Acquisition Statutes. 
 
 XIII.  Employee Stock Ownership Plans ("ESOPs") should be evaluated 
on a case-by-case basis. Portfolio shares should usually be voted for non-leveraged 
ESOPs. For leveraged ESOPs, Avenue Investment Management may examine the 
company's state of incorporation, existence of supermajority vote rules in the charter, 
number of shares authorized for the ESOP, and number of shares held by insiders. 
Avenue Investment Management may also examine where the ESOP shares are 
purchased and the dilution effect of the purchase. Portfolio shares should be voted against 
leveraged ESOPs if all outstanding loans are due immediately upon change in control. 
 
 XIV.  Voting of shares in securities of any U.S. banking organization 
shall be conducted in a manner consistent with conditions that may be specified by the 
Federal Reserve Board for a determination under federal banking law that no Fund or 
group of Funds has acquired control of such banking organization. 
 
 XV.  Avoidance of Potential Conflicts of Interest Voting of shares shall 
be conducted in a manner consistent with the best interests of the portfolios as follows: (i) 
securities of a portfolio company shall be voted solely in a manner consistent with the 
Proxy Voting Guidelines; and (ii) voting shall be done without regard to any other 
Avenue Investment Management Companies' relationship, business or otherwise, with 
that portfolio company. 
 
   Avenue Investment Management applies the following policies 
and follows the procedures set forth below: 
 
 
 A.  Avenue Investment Management has placed responsibility for the 
portfolios' proxy voting with the Partner’s of Avenue Investment Management. 
 
 B.  The Avenue Investment Management Partner’s votes proxies 
according to the Proxy Voting Guidelines as stated above. 
 
 C.  Decisions of non- routine proposals that are not addressed by the 
Proxy Voting Guidelines must be voted unanimously by the Partner’s of Avenue 
Investment Management. 
 
 
 XVI.  Executive Compensation 
   Avenue Investment Management will consider withholding 
authority for the election of directors and voting against management proposals on stock-
based compensation plans or other compensation plans based on whether the proposals 
are consistent with the interests of shareholders, taking into account such factors as: (i) 
whether the company has an independent compensation committee; and (ii) whether the 
compensation committee has authority to engage independent compensation consultants. 
  
 


