
PROXY VOTING POLICIES AND PROCEDURES1 

Policy 

The following are the policies and procedures adopted and implemented by 
Hambrecht & Quist Capital Management LLC (the “Adviser”) for voting proxies with 
respect to portfolio securities held by H&Q Healthcare Investors and H&Q Life Sciences 
Investors (each a “Fund” and collectively the “Funds”). The policies and procedures are 
reasonably designed to ensure that proxies are voted in the best interest of the Funds and 
the Funds’ shareholders, in accordance with the Adviser’s fiduciary duties and Rule 
206(4)-6 under the Investment Advisers Act of 1940 (the “Investment Advisers Act”). 
The Adviser considers the “best interests” of the Funds and their shareholders to mean 
their best long-term economic interests. 

The Adviser shall vote proxies for the exclusive benefit, and in the best economic 
interest, of the Funds and their shareholders. Such exercise of voting rights shall be 
subject to the same standard of care as is generally applicable to the Adviser’s 
performance of its duties, as set forth in the advisory agreements with the Funds. The 
policies and procedures contained herein are designed to be guidelines, however each 
vote is ultimately cast on a case-by-case basis, taking into consideration the relevant facts 
and circumstances at the time of the vote. Any material conflicts that may arise will be 
resolved in the best interests of the Funds and their shareholders. 

A proxy committee has been designated and is responsible for administering and 
overseeing the proxy voting process. The committee consists of the President of the 
Adviser, the Adviser’s Chief Compliance Officer (“CCO”), and the analyst responsible 
for oversight of the company that is the subject of the proxy.  The committee considers 
proxy questions and determines the vote on behalf of the Funds. 

Procedures 

Logistics 

The Adviser’s CCO shall be responsible for maintaining the proxy log, monitoring 
corporate actions and confirming the timely voting of proxies. The proxy log shall contain the 
following information, in accordance with Form N-PX: 

• the name of the issuer; 

• the exchange ticker symbol, if available; 

• the CUSIP number, if available; 

• the shareholder meeting date; 

• a brief identification of the matter voted on; 

• whether the matter was proposed by the issuer or a security holder; 

• whether the Adviser cast its vote on the matter; 
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• how the Adviser cast its vote on the matter (for, against, abstain; for or withhold 
regarding the election of directors); and 

• whether the Adviser cast its vote for or against management; 

The Adviser’s CCO shall also record whether any conflicts of interest have been 
identified and, if so, what action was taken to resolve the conflict with respect to each vote cast 
and each abstention. 

Substantive Voting Decisions 

The Adviser’s substantive voting decisions turn on the particular facts and circumstances 
of each proxy vote. The following is a list of common proxy vote issues and the Adviser’s 
standard considerations when determining how to vote such proxies. 

 Routine Matters/Corporate Administrative Items. After an initial review, the Adviser 
generally votes with management on routine matters related to the operation of the issuer that are 
not expected to have a significant economic impact on the issuer and/or its shareholders. 

 Potential for Major Economic Impact. The Adviser reviews and analyzes on a case-by-
case basis, non-routine proposals that are more likely to affect the structure and operation of the 
issuer and to have a greater impact on the value of the investment. 

 Corporate Governance. The Adviser reviews and considers corporate governance issues 
related to proxy matters and generally supports proposals that foster good corporate governance 
practices. 

 Special Interest Issues. The Adviser considers: (i) the long-term benefit to shareholders of 
promoting corporate accountability and responsibility on social issues; (ii) management’s 
responsibility with respect to special interest issues; (iii) any economic costs and restrictions on 
management; and (iv) the responsibility of the Adviser to vote proxies for the greatest long-term 
shareholder value.  

 Limitations on Director Tenure and Retirement. The Adviser considers: (i) a reasonable 
retirement age for directors, e.g. 70 or 72; (ii) the introduction of new perspectives on the board; 
and (iii) the arbitrary nature of such limitations and the possibility of detracting from the board’s 
stability and continuity. 

 Directors’ Minimum Stock Ownership. The Adviser considers: (i) the benefits of 
additional vested interest; (ii) the ability of a director to serve a company well regardless of the 
extent of his or her share ownership; and (iii) the impact of limiting the number of persons 
qualified to be directors.  

 D&O Indemnification and Liability Protection. The Adviser considers: (i) indemnifying 
directors for acts conducted in the normal course of business; (ii) limiting liability for monetary 
damages for violating the duty of care; (iii) expanding coverage beyond legal expenses to acts 
that represent more serious violations of fiduciary obligation than carelessness (e.g. negligence); 
and (iv) providing expanded coverage in cases when a director’s legal defense was unsuccessful 
if the director was found to have acted in good faith and in a manner that he or she reasonably 
believed was in the best interests of the issuer. 

 Director Nominations in Contested Elections. The Adviser considers: (i) long-term 
financial performance of the issuer relative to its industry; (ii) management’s track record; 
(iii) background to proxy contest; (iv) qualifications of both slates of nominees; (v) evaluations of 
what each side is offering shareholders as well as the likelihood that the proposed objectives and 
goals can be met; and (vi) stock ownership positions.  



 Cumulative Voting. The Adviser considers: (i) the ability of significant stockholders to 
elect a director of their choosing; (ii) the ability of minority shareholders to concentrate their 
support in favor of a director or directors of their choosing; and (iii) the potential to limit the 
ability of directors to work for all shareholders.  

 Classified Boards.  The Adviser considers: (i) providing continuity; (ii) promoting long-
term planning; and (iii) guarding against unwanted takeovers. 

 Poison Pills. The Adviser considers: (i) the Adviser’s position on supporting proposals to 
require a shareholder vote on other shareholder rights plans; (ii) ratifying or redeeming a poison 
pill in the interest of protecting the value of the issuer; and (iii) other alternatives to prevent a 
takeover at a price demonstrably below the true value of the issuer.  

 Fair Price Provisions. The Adviser considers: (i) the vote required to approve the 
proposed acquisition; (ii) the vote required to repeal the fair price provision; (iii) the mechanism 
for determining fair price; and (iv) whether these provisions are bundled with other anti-takeover 
measures (e.g., supermajority voting requirements) that may entrench management and 
discourage attractive tender offers.  

 Equal Access. The Adviser considers: (i) the opportunity for significant shareholders of 
the issuer to evaluate and propose voting recommendations on proxy proposals and director 
nominees, and to nominate candidates to the board; and (ii) the added complexity and burden.  

 Charitable Contributions. The Adviser considers: (i) the potential benefits to 
shareholders; (ii) the potential to detract the issuer’s resources from more direct uses of increasing 
shareholder value; and (iii) the responsibility of shareholders to make individual contributions. 

 Stock Authorizations: The Adviser considers: (i) the need for the increase; (ii) the 
percentage increase with respect to the existing authorization; (iii) voting rights of the stock; and 
(iv) overall capitalization structures.   

 Preferred Stock. The Adviser considers: (i) whether the new class of preferred stock has 
unspecified voting, conversion, dividend distribution, and other rights; (ii) whether the issuer 
expressly states that the stock will not be used as a takeover defense or carry superior voting 
rights; (iii) whether the issuer specifies the voting, dividend, conversion, and other rights of such 
stock and the terms of the preferred stock appear reasonable; and (iv) whether the stated purpose 
is to raise capital or make acquisitions in the normal course of business. 

 Director Compensation. The Adviser considers: (i) whether director shares are at the 
same market risk as those of the shareholders; and (ii) how option programs for outside directors 
compare with the standards of internal programs.  

 Golden and Tin Parachutes. The Adviser considers: (i) whether they will be submitted for 
shareholder approval; and (ii) the employees covered by the plan and the quality of management. 

Limitations 

The Adviser may abstain from voting a proxy if it concludes that the effect on shareholders’ 
economic interests or the value of the portfolio holding is indeterminable or insignificant. The 
Adviser may abstain from voting a proxy if it concludes that the cost of voting is disproportionate 
to the economic impact the vote would have on the portfolio holdings. With respect to certain 
privately held companies, the Adviser may not have the opportunity to vote or may have a 
limitation on its ability to vote. For example, in certain cases a company may be permitted by its 
charter or other governing documents to take action without a shareholder meeting and with 
written consent of fewer than all shareholders.  



 

Conflicts of Interest 

The Proxy Committee identifies any potential conflicts of interest.  Each potential 
conflict must be addressed in a manner which will be in the best interest of the Funds and their 
shareholders. If any potential conflict is identified the Proxy Committee consults with the 
Adviser’s CCO.  Where conflicts of interest arise between clients and the Adviser, the Adviser 
may convene an ad-hoc committee to debate the conflict and to give a ruling on a preferred 
course of action. If the ad-hoc committee determines that the Adviser has a conflict of interest in 
any instance, the Adviser’s CCO shall disclose the conflict to the Board and seek voting 
instructions. 

The Adviser may cause the proxies to be voted in accordance with the recommendations 
of an independent third party service provider that the Adviser may use to assist in voting proxies. 

Disclosure 

The following disclosure shall be provided in connection with these policies and 
procedures: 

• The Adviser shall provide a description or a copy of these policies and 
procedures to the Boards of Trustees of the Funds annually and upon 
request.  

• The Adviser shall make available to the Funds its proxy voting records, 
for inclusion on the Funds’ Form N-PX.  

• The Adviser shall include its proxy voting policies and procedures in its 
annual filing on Form N-CSR.  

• The Adviser shall cause the Funds’ shareholder reports to include a 
statement that a copy of these policies and procedures is available upon 
request (i) by calling a toll-free number; (ii) on the Funds’ website, (if the 
Funds choose); and (iii) on the SEC’s website. 

• The Adviser shall cause the Funds’ annual and semi-annual reports to 
include a statement that information is available regarding how the Funds 
voted proxies during the most recent twelve-month period (i) without 
charge, upon request, either by calling a toll-free number or on or through 
the Funds’ website, or both; and (ii) on the SEC’s website. 

Recordkeeping 

The Adviser shall maintain records of proxies voted in accordance with Section 204-2 of 
the Advisers Act, including proxy statements, a record of each vote cast, and a copy of any 
document created by the Adviser that was material to making a decision of how to vote the proxy, 
or that memorializes the basis for the Adviser’s decision on how to vote the proxy. The Adviser 
shall also maintain a copy of its policies and procedures and each written request from a client for 
proxy voting records and the Adviser’s written response to any client request, either written or 
oral, for such records. Proxy statements that are filed on EDGAR shall be considered maintained 



by the Adviser. All such records shall be maintained for a period of five years in an easily 
accessible place, the first two year in the offices of the Adviser.  

 


