
 

 

Proxy Voting Guidelines  

 

Adams Diversified Equity Fund, Inc. and Adams Natural Resources Fund, Inc. (Funds) follow 

long-standing general guidelines for the voting of portfolio company proxies and take very 

seriously their responsibility to vote such proxies. The portfolio company proxies are evaluated 

by the Funds’ research staffs and voted by the Funds’ portfolio management teams, and we 

annually provide the Boards of Directors with a report on how proxies were voted during the 

previous year. We do not use an outside service to assist us in voting our proxies.  

 

While the Funds’ policy is to vote all of the proxies for their portfolio companies, as a general 

matter, securities that the Funds have loaned will not be recalled to facilitate proxy voting (in 

which case the borrower of the security is entitled to vote the proxy). However, if the Funds’ 

management becomes aware of a material vote with respect to the loaned securities in time to 

recall the security and has determined in good faith that the importance of the matter to be voted 

on outweighs the loss in lending revenue that would result from recalling the security (i.e., a 

controversial upcoming merger or acquisition, or some other significant matter), the security will 

be recalled for voting.  

 

As internally-managed investment companies, the Funds use their own staff of research analysts 

and portfolio managers. In making the decision to invest in a company for the portfolio, among 

the factors the research team analyses is the integrity and competency of the company's 

management. We must be satisfied that the companies we invest in are run by managers with 

integrity. Therefore, having evaluated this aspect of our portfolio companies' managements, we 

give significant weight to the recommendations of the company's management in voting on 

proxy issues.  

 

We vote proxies on a case-by-case basis according to what we deem to be the best long-term 

interests of our shareholders. The key over-riding principle in any proxy vote is that stockholders 

be treated fairly by the portfolio company's management. In general, on the election of directors 

and on routine issues that we do not believe present the possibility of an adverse impact upon our 

investment, after reviewing whether applicable corporate governance requirements as to board 

and committee composition have been met, we will vote in accordance with the 

recommendations of the company's management. When we believe that the management's 

recommendation is not in the best interests of our stockholders, we will vote against that 

recommendation.  

 

Our general guidelines for when we will vote contrary to the recommendation of the portfolio 

company management's recommendation are:  

 

Stock Options  

Our general guideline is to vote against stock option plans that we believe are unduly dilutive of 

our stock holdings in the company. We use a general guideline that we will vote against any 

stock option plan that results in dilution in shares outstanding exceeding 4%. Most stock option 

plans are established to motivate and retain key employees and to reward them for their 



achievement. An analysis of a stock option plan cannot be made in a vacuum but must be made 

in the context of the company's overall compensation scheme. In voting on stock option plans, 

we give consideration to whether the stock option plan is broad-based in the number of 

employees who are eligible to receive grants under the plan. We generally vote against plans that 

permit re-pricing of grants or the issuance of options with exercise prices below the grant date 

value of the company's stock.  

 

Executive Compensation  

On proposals relating to executive compensation, we generally vote against proposals that fail to 

require or demonstrate effective linkage between pay and the company’s performance over time, 

and for proposals that require or demonstrate such effective linkage.  

 

It is our general policy to vote against proposals relating to future employment contracts that 

provide that compensation will be paid to any director, officer or employee that is contingent 

upon a merger or acquisition of the company.  

 

Corporate Control/Governance Issues  

Unless we conclude that the proposal is favorable to our interests as a long-term shareholder in 

the company, we generally vote against operating company proposals to create a staggered board 

of directors. We support closed-end fund proposals to create a staggered board of directors. In 

conformance with these principals, for operating companies in the portfolio we will generally 

vote in favor of shareholder proposals to eliminate the staggered election of directors.  

 

We generally vote for proposals to require that the majority of a board of directors consist of 

independent directors and vote against proposals to establish a retirement plan for non-employee 

directors.  

 

Unless we conclude that the proposal is favorable to our interests as a long-term shareholder in 

the company, we generally vote for proposals to require that all members of the company’s 

Audit, Compensation, and Nominating committees be independent of management.  

 

We have found that most stockholder proposals relating to social issues focus on very narrow 

issues that either fall within the authority of the company's management, under the oversight of 

its board of directors, to manage the dayto-day operations of the company or concern matters that 

are more appropriate for global solutions rather than company-specific ones. We consider these 

proposals on a case-by-case basis but usually are persuaded management's position is reasonable 

and vote in accordance with management's recommendation on these types of proposals. 

 

 

 


