October 21, 2005

ey

ADVISER PROXY VOTING POLICIES AND PROCEDURES

Flaherty & Crumrine Incorporated (“F& C") acts as discretionary investment adviser for various clients,
including the following six pooled investment vehicles (the “ Funds’):

Asadviser tothe“U.S. Funds’ Flaherty & Crumrine Preferred Income Fund
Flaherty & Crumrine Preferred Income Opportunity Fund
Flaherty & Crumrine/Claymore Preferred Securities Income Fund
Flaherty & Crumrine/Claymore Total Return Fund

As sub-adviser
to the “ Canadian Funds” Flaherty & Crumrine Investment Grade Fixed Income Fund
Flaherty & Crumrine Investment Grade Preferred Fund

F& C' s authority to vote proxies for its clients is established through the delegation of discretionary
authority under itsinvestment advisory contracts and the U.S. Funds have adopted these policies and
procedures for themselves

Purpose

These policies and procedures are designed to satisfy F& C's duties of care and loyalty to its clients with
respect to monitoring corporate events and exercising proxy authority in the best interests of such clients.

In connection with this objective, these policies and procedures are designed to deal with potential
complexities which may arise in cases where F& C’ sinterests conflict or appear to conflict with the
interests of its clients.

These policies and procedures are al so designed to communicate with clients the methods and rationale
whereby F& C exercises proxy voting authority.

This document is available to any client or Fund shareholder upon request and F& C will make available
to such clients and Fund sharehol ders the record of F& C’ s votes promptly upon regquest and to the extent
required by Federal law and regulations.

Fundamental Standard

F& C will be guided by the principle that, in those cases where it has proxy voting authority, it will vote
proxies, and take such other corporate actions, consistent with the interest of its clientsin a manner free of
conflicts of interest with the abjective of client wealth maximization.

General

F& C has divided its discussion in this document into two major categories: voting with respect to
common stock and voting with respect to senior equity, e.g., preferred stock and similar securities. In
those events where F& C may have to take action with respect to debt, such asin the case of amendments
of covenants or in the case of default, bankruptcy, reorganization, etc., F& C will apply the same
principles as would apply to common or preferred stock, mutatis mutandis.
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These palicies and procedures apply only where the client has granted discretionary authority with respect
to proxy voting. Where F& C does not have authority, it will keep appropriate written records evidencing
that such discretionary authority has not been granted.

F& C may choose not to keep written copies of proxy materials that are subject to SEC regulation and
maintained in the SEC’ s EDGAR database. In other instances, F& C will keep appropriate written records
initsfilesor in reasonably accessible storage.

Similarly, F&C will keep in itsfiles, or reasonably accessible storage, work papers and other materials
that were significant to F& C in making a decision how to vote.

For purposes of decision making, F& C will assume that each ballot for which it casts votes is the only
security of anissuer held by the client. Thus, when casting votes where F& C may have discretionary
authority with regard to severa different securities of the same issuer, it may vote securities “in favor” for
those securities or classes where F& C has determined the matter in question to be beneficial while, at the
sametime, voting “against” for those securities or classes where F& C has determined the matter to be
adverse. Such cases occasionaly arise, for example, in those instances where a vote is required by both
common and preferred shareholders, voting as separate classes, for a change in the terms regarding
preferred stock issuance.

F& C will reach its voting decisions independently, after appropriate investigation. It does not generally
intend to delegate its decision making or to rely on the recommendations of any third party, although it
may take such recommendations into consideration. F& C may consult with such other experts, such as
CPA’s, investment bankers, attorneys, €tc., asit regards necessary to help it reach informed decisions.

Absent good reason to the contrary, F& C will generally give substantial weight to management
recommendations regarding voting. Thisis based on the view that management is usually in the best
position to know which corporate actions are in the best interests of common shareholders as awhole.

With regard to those shareholder-originated proposals which are typically described as “ social,
environmental, and corporate responsibility” matters, F& C will typically give weight to management’s
recommendations and vote against such shareholder proposals, particularly if the adoption of such
proposal s would bring about burdens or costs not borne by those of the issuer’s competitors.

In cases where the voting of proxies would not justify the time and costs involved, F& C may refrain from
voting. From the individual client’s perspective, this would most typically come about in the case of
small holdings, such as might arise in connection with spin-offs or other corporate reorganizations. From
the perspective of F& C’ singtitutional clients, this envisions cases (1) as more fully described below
where preferred and common shareholders vote together as a class or (2) other similar or analogous
instances.

Ultimately, all voting decisions are made on a case-by-case basis, taking relevant considerations into
account.

Voting of Common Stock Proxies

F& C categorizes matters as either routine or non-routine, which definition may or may not precisely
conform to the definitions set forth by securities exchanges or other bodies categorizing such matters.
Routine matters would include such things as the voting for directors and the ratification of auditors and
most shareholder proposals regarding social, environmental, and corporate responsibility matters. Absent
good reason to the contrary, F& C normally will vote in favor of management’ s recommendations on these
routine matters.
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Non-routine matters might include, without limitation, such things as (1) amendments to management
incentive plans, (2) the authorization of additional common or preferred stock, (3) initiation or
termination of barriers to takeover or acquisition, (4) mergers or acquisitions, (5) changesin the state of
incorporation, (6) corporate reorganizations, and (7) “contested” director dates. In non-routine matters,
F&C, asamatter of policy, will attempt to be generally familiar with the questions at issue. Thiswill
include, without limitation, studying news in the popular press, regulatory filings, and competing proxy
solicitation materials, if any. Non-routine matters will be voted on a case-by-case basis, given the
complexity of many of these issues.

Voting of Preferred Stock Proxies

Preferred stock, which is defined to include any form of equity senior to common stock, generally has
voting rights only in the event that the issuer has not made timely payments of income and principal to
shareholders or in the event that a corporation desires to effectuate some change in its articles of
incorporation which might modify the rights of preferred stockholders. These are non-routine in both
form and substance.

In the case of non-routine matters having to do with the modification of the rights or protections accorded
preferred stock shareholders, F& C will attempt, wherever possible, to assess the costs and benefits of
such modifications and will vote in favor of such modifications only if they are in the bests interests of
preferred shareholders or if the issuer has offered sufficient compensation to preferred stock shareholders
to offset the reasonably foreseeabl e adverse consequences of such modifications. A similar type of
analysis would be made in the case where preferred shares, as a class, are entitled to vote on a merger or
other substantial transaction.

In the case of the election of directors when timely payments to preferred shareholders have not been
made (“ contingent voting”), F& C will cast its votes on a case-by-case basis after investigation of the
gualifications and independence of the persons standing for election.

Routine matters regarding preferred stock are the exception, rather than the rule, and typically arise when
the preferred and common sharehol ders vote together as a class on such matters as election of directors.
F& C will vote on a case-by-case basis, reflecting the principles set forth elsewhere in this document.
However, in those instances (1) where the common shares of an issuer are held by a parent company and
(2) where, because of that, the election outcome is not in doubt, F& C does not intend to vote such proxies
since the time and costs would outweigh the benefits.

Actual and Apparent Conflicts of Interest

Potential conflicts of interest between F&C and F& C’ s clients may arise when F& C’ s relationships with
an issuer or with arelated third party conflict or appear to conflict with the best interests of F& C’ s clients.

F&C will indicate in its voting records available to clients whether or not a material conflict exists or
appearsto exist. In addition, F& C will communicate with the client (which means the independent
Directors or Director(s) they may so designate in the case of the U.S. Funds and the investment adviser in
the case of the Canadian Funds) in instances when a material conflict of interest may be apparent. F&C
must describe the conflict to the client and state F& C’ s voting recommendation and the basis therefor. 1f
the client considers there to be a reasonable basis for the proposed vote notwithstanding the conflict or, in
the case of the Funds, that the recommendation was not affected by the conflict (without considering the
merits of the proposal), F& C will vote in accordance with the recommendation it had made to the client.

In al such instances, F& C will keep reasonable documentation supporting its voting decisions and/or
recommendationsto clients.
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Amendment of the Policies and Procedures

These policies and procedures may be modified at any time by action of the Board of Directors of F&C
but will not become effective, in the case of the U.S. Funds, unless they are approved by majority vote of
the non-interested directors of the U.S. Funds. Any such modifications will be sent to F& C’ s clients by
mail and/or other electronic meansin atimely manner. These policies and procedures, and any
amendments hereto, will be posted on the U.S. Funds websites and will be disclosed in reportsto
shareholders as required by law.
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