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SECTION 1
GENERAL PRINCIPLES

The fundamental responsibility of Directors is to represent prudently the interests of the Members as a group
and other company constituencies in directing the business and affairs of the Company within the law and in
accardance with the Operating Agreement,

Basic Duties. Directors are subject fo four basic duties in performing their responsibilitics. (Note: While Members of
the Board of Advisors, Officers and Employees are exempt from directorial fiduciary liability, the Company expects
them to abide by the principles and standards-set-forthrherem.):

1. Duty of Diligence. Directors must act with the care that a reasonably prudent person i a similar position would
use wnder similar circumstances. ‘They must perform their duties in good faith and in a manner they reasonably believe
10 be in the best interests of the Company. Psior to making a business decision, Directors must inform themselves of all
material information reasonably available to them.

This duty requires not only reasonable behavior with respect to matters submnitted for approval, but also requires
reasonable inquiry and monitoting of company affairs. Although Directors ate not msurers of the integrity of their
subordinates or of general company performance, they are required to implement reasonable programs to promote
appropriate company conduct and to identify improper conduct.

2. Duty of Loyalty. Directors are required to refrain from engaging in personal activities that would: mjiise or take
advantage of the Company. They are prohibited from using their position of trust and confidence to further their
private interests. This duty requites an undivided and unselfish loyalty to the Company and demands ‘that these be no
conflict between one's company duty and self-interest. Examples of prohibited conduct in this repard include;

(a) may not realize secret fees, profits or unfair gain through personal transactions with or on behalf of the
Company.

(b) may not withhold information which is material to the conduct of Company business.

(c) may notcompete with the Company unless disclosed in advance with the consent of the ether Directors.

(d) may not engage in undisclosed personal transactions of a material nature (e.g, hidden agendas, privaie
arrangements involving company opportunity including kickbacks and hidden commissions, or other conflicts
of intesest) with any other Director, officer, employee, interest owner, advisor, cusiomer, prospect ot vendor to
the Company.
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¢) may not usurp a Company opportunity.
(f) may not realize personal gain from the use of material, non-public company information.
(® should avoid even the appearance of a conflict of intetest.

3. Duty of Obedience. Directors are required to perform their duties in accordance with applicable limited lability
statutes and the terms of the Articles of Organization, Operating Agreement, and this Agreement.

4. Duty of Accountability. Dircctors are required to establish for themselves and their vasious working groups and
subordinates performance mefrics with which to objectively measuse their ongoing performance as individuals and work
groups in critical Company business perspectives: Business, Customer, Business Process and Organizational Learning,

Business Judgment Rule.

Directots are presumed to have acted propesly and to. have satisfied the following five basic duties if the Business
Judgment Rule ("BJR") applies. The BJR recognizes that not all decisions of Ditectors will tesult in benefit to the
Company and that Directors will be personally liable for loss to the Company only if the elements of the BJR defense
are not satisfied.

To obtain the benefit of this important defense, Directors must gct in good faith and with a reasonable basis for
believing that their conduct is in the lawful and legitimate furtherance of the Company’s purposes and must exercise
their honest business judgment after due consideration of what they reasonably believe to be the relgvant factors.

Five elements of the BJR are generally recognized:

(a) Business Decision. The BJR protects Directors against clzims for wrongful acts, but not against claims for
failure to act. Inaction by Directors is protected by the BJR only if it 1s a result of a conscious decision to
sefrain from acting,

(b) Disinterestedness. The BJR protects Ditectors who are disinterested and independent with sespect to the
challenged action. For this purpose disinterested Directors are those who neither appear on both sides of the
transaction nor expect to derive any personal financial benefit from it in the sense of self-dealing, as opposed to
a benefit which inures to the Company or all the members generally:

(©) Due Care. The BJR protecis Ditectors if they reached an informed decision after making a reasonable effort to
ascertain and consider all relevant information reasonably available to them and after reasonably deliberating
the decision.

(d) Good Faith. The BJR protecis Directors if they acted with a good faith belief that their business decision was
in the best interests of the Company. The protection will not apply if the Directors acted solely or primarily to
preserve their positions or otherwise to benefit themselves.

(e) Abuse of Discretion. The BJR protects Direciors against honesi errors of judgment, but does not provide
protection for decisions that cannot be supported by some rational basis and are egregious on their face.
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SECTION 2
RELATIONSHIP OF THE SENIOR MANAGER TO THE DIRECTORS

The fundamental responsibility of the Senior Manager is to oversee prudently the operations of the Company
as carsied out by the Board of Directors and in directing the business and affairs of the Company within the
law and according to the Operating Agreement,

The Senior Manager (referred to simply as "Manager" in this section) shall oversee the activities of the Managers, Board
of Directors, and Committees and shall take appropriate action to preserve Member interests, according to the
Operating Agreement.. The Manager has broad discretionary privileges and is to use those privileges judiciously.

1. Selecting and Dismissing. The Manager, in his sole discretion, can appoint, hire, and dismiss employees. The
Manager can delegate this task as appropriate and required.

2. Generally Accepted Business Practices. The Company will operate according to generally accepted business
practices. As such, the Manager will not normally interfere in standard operating procedures and policies, unless or until
such time as he deems any or all of them to be malfunctioning. Such operating procedures include but are not limited to
the following practices that are subfect to change by the Manager at any tirme,

(a) Director Selection and Dismissal. To be conducted according to the Operating Agreement and guidelines set
forth herein.

(b) Officer Selection and Dismissal. Normally under the purview of the Board of Directors, and in the absence of
such action by the Manager, under the purview of the Chairman of the Board of Directors. In the absence of the
Chairman of the Board of Ditectors under the purview of the President.

(c) Advisor Selection and Dismissal, To be conducted according to the Managers and Directors Governance
Guidelines set forth herein.

(d) Business of the Company. The Directors are expected to prudently conduct the affairs and policies of the
busmess according fo their various duties and responsibilities, without the disect involvement of the Manager.

(e) Special Committees. To be conducied according to the Managers, Directors, Officers and Advisors Govemance
Guidelines set forth herein unless otherwise anthorized by the Operating Agreement.

(© Special Circumstances. The Directors will normally be expected to handle any and all special circumstances that
arise.

3. Meeting Notices. The Manager shall receive timely advance notice and an appropriately detaled agenda with
supporting information for all meetings of Directors and Committees. If the Manager deems appropriate advance
notice and/or insufficient agenda detail or supporting information has not been given for any reason, he can ask that the
meeting be posiponed and reconvened in a timely manner and with appropriate detail.

4. Ex Officio Participation. The Manager, in his sole discretion, may choose to patticipate and/or chair any meeting
or Commitiees by giving notice of intent preceding or during the event. In circumstances whete the Manager assuines
chairmanship of all or part of a meeting, he, in his sole discretion, may choose to yield the chairmanship of all or parts of
the meeting back to the appointed chairman, or he may choose to retain chairmanship for any reason.

5. Policy and Procedure Review. The Manages, in his sole discretion, may call for a review of any policy or
procedure in the Company at any time. The Manager can specify whethes this review is to be casried .gut in the normal
course of business, or whether a Special Committee or work group should be convened. Ewvaluation .and acceptance of
policy and procedure revisions will be carried out according to generally accepied business practices unless the Manager
specifies otherwise, in his sole discretion.

6. Special Powers. The Manager, in his sole discretion, may override and/or reditect any decision or action of the
Managers, Committees oxr Employees if he deems that decision or action not o be in the best interests of the Company,
ot if he has confidential information of a material nature to the issue that is not generally known, or if he deems that
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decision or action not to have been made according to the intent of the Operating Agreement and any selated policies of
the Company. These Special Powess are subject to the Business Judgement Rule.

7. Limitation of Special Powers. At a duly constituted meeting of the Members eligible to vote and expressly called
for this purpose, by a three-fourths vote, the Members may elect to nullify a specific Special Powers decision of the
Senior Maoager. The Members must be present in person. Proxies will not be accepted at this meeting. If this occurs,
the Senior Manager veto prerogative still controls.

SECTION 3
COMPOSITION AND LEADERSHIP OF THE BOARD OF DIRECTORS

Directors should be selected and retained in office with a view towards creating the most effective and efficient
Board possible.

The size and composition of the Board should be consciously evaluated and determined based upon the Company's
unique requirements and the Operating Agreement.

1. Nominating Commitiee. The Board should appoint a Nominating Comunittee to make recommendations to the
Board based on an objective assessment of the perceived needs of the Board at that time. The Nominating Commiitee
should be comprised of outside Directors as well as the Chairman and Chief Executive Officer. The Board has no
specific policy on the chatrmanship of this commiftee except that it is an outside LLC Director.

2. Board Membership Criteria. The Nominating Commitice is responsible for reviewing with the Board, on a
annual basis, the appropriate skills and characteristics required of Directors in the context of the current make-up of the
Board. The Manager if different than the Chairman of the Boatd is a permanent voting Member of the Board of
Directors.

3. Extending the Invitation to a Potential Director to Join the Board. The invitation to join the Board should be
extended by the Chairman of the Nominating Committee, the Chairman of the Board, and the in consultation with the
Semior Manager,

4. Selection of the Chairman and Chief Executive Officer. ‘The Senior Founder of the Company, Michael T.
McKibben is the current Chief Executive Officer. Upon his resignation, retirement, willingness to change positions, or
replacement for cause, at which point the position(s) would become vacant, the Board should be free to make these
choices any way that seems best for the Company at a given time. The Board does not have a policy on whether or not
the roles of Chief Executive Officer and Chairman should be separate and, if they ate separate, whether the Chairman
should be selected from the non-employee Directors or be an Employee. The choice(s) should be from candidates
willing and able to carry forward the Company’s vision and vahies. The Chairman of the Company at founding is
selected and tobe announced.

5. Lead Director Concept. As required, the Board will have a Director selected by the Outside Directors who- will
assume the sesponsibility for leading any responsibilities-the Outside Directors as 2 whole might delegate from time to
time. This person has the title Lead Ditector.

6. Director Atiributes. The Nominating Committee is responsible for reviewing with the Board from time to time
the appropriate skills and characteristics required of Directors in the context of the current make-up-of the Board. This
-assessment should include issues such as integrity, congeniality, imagmation, resourcefulness, vision, wisdom, reputation,
understanding of technology, finance, sales, markefing, management, strategy planning, administration, intemational
business — all in the comtext of an assessment of the perceived needs of the Board. at that point in time. A Director
should have sufficient time and inferest to devote the necessary energies to the required job. Directors should be asked
to affiom their available time and attention. to this Boaad. A Direcior should be committed to the Company’s vision.
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7. Outside Directors. The Board should consist of a majority of outside Directors, who are able to provide essential
disinterested outsider’s viewpoints to Board discussions and decisions. When selecting these Directors, the Company
should closely examine the candidate's background and other business affiliations to avoid potential conflicts of interest.
For example, the candidate should not have an ownership interest in or management position with a competitor, major
supplier or customer, ot other company having substantial business dealings with the Company.

The Board is willing to have members of Management (not to be confused with "Manager" or "Managers" — see
Operating Agreement) in addition to the Chief Executive Officer as Directors. But the Board believes that Management
should encourage senior managers to understand that Board membership is not necessary or 2 prerequisite to any higher
management position in the Company. Management other than the Chief Executive Officer currently attend Board
meetings on 4 regular hasis even though they are got Directors.

8. Outside Directors’ Discussion. The Board’s policy 18 to have a separate meeting time for outside Directors if and
as required during the regularly scheduled Board Meetings. The Lead (Outside) Director will assume the responsibility
of chairing the regularly scheduled meetings of outside Directors or other responsibilities that the outside Directors as a
whole might designate from time to time. All meetings of Qutside Directors will include the Chief Executive Officer as
an.ex officio participant.

9. Size of Board. Productive dialoguc and availability of outstanding candidates are the primary drivers in
determining the number of Directors. ‘The type of meeting preparation and the facilitation skills of the Chairman (or the
facilitator designated) ate the main detcrmining factors on how large a Direcior group can be creatively engaged. The
Board has no specific policy on the number of Directors other than that a balanced set of objective Director viewpoints
is desired.

10. Term Limits. The Board does not believe it should establish term limits. While term Emits could help insure that
there are fresh ideas and viewpoints available to the Board, they hold the disadvantage of losing the coptribution of
Ditectors who have been able to develop, over a period of time, increasing insight into the Company and its operations
and, thercfore, provide an increasing contribution to the Board as a whole. As an altemative to term limits, the
Nominating Committee will review each Director’s continuation on the Board every year. This will also allow each
Director the opportunity to conveniently confirm his or her desire to continue as a member of the Board and for the
Nominating Committee to make any changes it deems necessary to carry forward the Company vision.

11. Retirement Policy. Inside Directors, other than the CEO, who are also Employees of the Company will retire
from the Board at the same time they relinquish their Company title.

12. Assessing the Performance of the Board. The Nominating Committee is tesponsible to report annually to the
Board an assessment of the performance of the Board. This will be discussed with the full Board. This should be done
following the end of each fiscal year and at the same time as the report on Board membership criteria. Its purpose is to
increase the effectiveness of the Board, not target individual Directors.

Assessments of individual Directors should be made annually by the Nominating Committee. If shortcomings in
individual Director performance are identified, the matter should be discussed personally with that individual, giving the
person the option of improving performance or sesigning. The assessment should cover such topics as attendance at
Board and Commitiee ineetings, participation in board discussions, contributions, constructive crificisms and
suggestions, compliance with the Managers, Directors, Officers and Advisors Governance Guidelines, preparedness for
meetings and availability to Management. Ultimately, the Nominating Committee should withhold thie iames of persons
who are not gualified for re-election based upon performance.

13. Formal Evaluation of the Chief Executive Officer. The QOutside Directors should make this evaluation annually
in connection with the determination of the salary and executive bonus of the Chief Executive Officer. This-evaluation
should be communicated to the Chief Executive Officer by the Chairman of the Board, or if the Chief Executiye Officer
and the Chairman of the Board are the same person, by the Lead Ditector. The evaluation should be based on objective
criteria including performance of the business, accomplishment of long-term objectives, development of Management,
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etc. The Compensation Committee in the course of its deliberations will use the evaluation when considering the
compensation of the Chief Executive Officer.

14. Succession Planning. An annual report to the Board on succession planning should be prepated and presented by
the Chief Executive Officer.

15. Management Development. An annual report to the Board on the Company’s Management development should
be prepared and presented by the Chief Executive Officer.

16. Board Compensation Review. It is appropriate for the Management of the Company to report once 2 year to the
Nominating Commitice the status of the Board’s compensation in relation to other companies in the Company’s
industry. As a part of a Director’s total compensation and to create a direct linkage with company performance, the
Board believes that 2 meaningful portion of a Director’s compensation should be provided in Performance Units and/or
Membesship Fnterest Units. Change in Board compensation, if any, should come at the suggestion of the Nominating
Cominittee, but with full discussion and concurrence by the Board.

17. Directors Who Change their Present Job Responsibility. The Board does not believe that Directors who retire
or change from the position they held when they came on the Board should necessarily leave the Board. There should,
however, be an opportunity for the Board, via the Nominating Committee, to review the continued appropriateness of
Board membership under these circumstances.

18. Board Interaction with Institutional Investors, the Press, Customers, etc. The Board belicves that the
Management speaks for the Company. Individual Directors may, from time to time at the request of the Management,
meet or otherwise communicate with various constituencies that are involved with the Company. If comments from the
Board are appropriate, they should, in most circumstances, come from the Chaitman.

19. Director Balanced Scorecards. The Board will establish a collective and individual Balanced Scorecards that will
be used by the Nominating Committee in assessing Director performance from the four Balanced Scorecard
perspectives: Business, Customer, Business Process, and Organizational Learning.

SECTION 4
COMPOSITION AND LEADERSHIP OF THE BOARD OF ADVISORS

Members of the Board of Advisors should be selected and their participation retained with a view towards
creating the meost effective and efficient Board of Advisors as possible.

1. Board of Advisors Membership Criteria. The Senior Manager, in his sole discretion, and in consultation with the
Chairman of the Board of Directors and the Chief Executive Officer, may appoint members based on an objective
assessment of the percetved needs of the Board at any given time consistent with the Operating Agreement.

2. Advisor Auributes. The Senior Manager, or those to whom the responsibility is delegated, is tesponsible for
reviewing with the Board from time to time the appropriate skills and characteristics required of members in the context
of the current make-up of the Board. This assessment should include issues such as integrity, congeniality, imagination,
resourcefulness, vision, wisdom, reputation, understanding of technology, finance, sales, miarketing, management,
strategy planning, administration, intemational business — all in the context of an assessment of the perceived needs of
the Board at that point in time. An Advisor should have sufficient time and interest fo devote the necessary energies to
the required job and should be asked to affirm their available time and attention to this Board. An Advisor should be
committed to the Company’s vision.
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3. Advisor Supervision. The Senior Manager shall be the permanent supervisor of Advisors. In the absence of the
Senior Manager, or a designate, the Chief Executive Officer will chair meetings of the Advisors.

4. Number of Advisors. Productive dialogne and availability of outstanding candidates are the primary drivers in
determining the number of advisors. The type of meeting preparation and the facilitation skills of the chairman (or the
facilitator designated) are the main determining factors on how large a group can be creatively engaged. The Company
has no specific policy on the number of advisors other than that a balanced set of objective Advisor viewpoints is
desited.

5. Conduct of Meetings. The Advisors shall follow the same guidelines for conducting mecting as specified for
Managers, Directors.

6. Term Limits. An Advisor's term is determined by the Senior Manager, in bis sole discretion. In general, the
Company does not belicve it should establish term limits. While terin limits could help insure that there are fresh ideas
and viewpoints available to the Advisors , they hold the disadvantage of losing the contribution of who have been able
to develop, over a period of time, increasing insight into the Company and its operations and, therefore, provide an
intcreasing contribution as a whole. As an alternative to term limits, the Senior Manager or designates will review each
Advisor's continuation every year. This will also allow each Advisor the opportunity to conveniently confirm his or her
desire to conimue as an Advisor .

7. Retirement Policy. Iuside Advisors , other than the CEO, who are also Employees of the Company will retire
from serving as Advisors at the same time they telinquish their Company title.

8. Advisor Compensation Review. It is appropriate for the Management of the Company to repost once a year to
the Senior Manager and Chief Executive Officer the status of the Advisor’s compensation in telation to other companies
in the Company’s industry. As a part of an Advisor's total compensation, and to create 2 direct linkage with company
petformance, a meaningful portion of an Advisor's compensation should be provided in Performance Units and/ox
Membership Interest Units. Change in Board compensation, if any, should come at the suggestion of the Compensation
Commitiee, but with full discussion and concurrence by the Board of Directors and the Senior Manager.

9. Who Change their Present Job Responsibility. The Board of Advisors does not believe that an Advisors who
retire or change from the position they held when they came on the Board of Advisors should necessarily leave the
Board. ‘There should, however, be an opportunity for the Senior Manager or designate to review the continued
appropriateness of Board of Advisors membership under these ciccumstances.

10. Board of Advisors Interaction with Iustitutional Investors, the Press, Customers, etc. The Management
speaks for the Company. Individual may, from time fo time at the request of the Management, meet or otherwise
communicate with various constituencies that are involved with the Company. If comments from the Advisors are
appropriate, they should, in most circumstances, come from an Advisor approved by the Senior Manager and Chief
Executive Officer to speak on the Company's behalf

11. Resignation. Unless this clause is superceded by a more specific agreement or other such mnstrument that specifies
differently, any Advisor may resign at any time by giving written notice to the Senior Manager. The rsignation of an
Advisor who is also a Member shall not affect the Advisor's rights as 2 Member and shall not constitute a withdrawal of
a Member.

12. Advisory Capacity Only. Members of the Board of Advisots are expected to give their best efforts. They are
under no fiduciary obligations to the Company, unless this clause is superceded by more specific agreements from time
to time.

13, Advisor Balanced Scorecards. The Advisors will establish a collective and individual performance mefric that will
be used to assess ongoing Advisor performance from the four perspectives: Business, Customer, Business Process, and
Organizational Leaming,
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SECTION 5
ORIENTATION AND CONTINUING EDUCATION

The Company will provide a thorough orientation for new Managers, Directors and Advisors an ongoing
commitment to educating Managers, Directors and Advisoss to the particular business of the Company, the
competitive and regulatory environment in which the Company exists, the nature of the indusiry in which the
Company operates, and the legal arena in which the Company conducts business and in which the Managers,
Directors and Advisors serve as fiduciaries.

This section is intended to be a proactive review of many of the primary Managers, Directors and Advisors and
responsibilities. It is not intended to be read as any sort of expamsion of Managers, Directors and Advisors
responsibilities beyond reasonable prudence.

To fulfill their legal responsibilitics, Managers, Directors and Advisors must have 2 working familiarity with the
Company and their legal powers, duties and restrictions. Because both the factoal and legal environment in which the
Company operates and in which Managers, Directors and Advisors serve is constantly changing, the need for education
is-continual.

(2) Factual Orientation. A formal orientation program is necessary for new Managers, Directors and Adwvisors. New
Managers, Directors and Advisors should become familiar with basic company records and minutes of yecent Board
and Committee minutes, Company disclosure documents such as the latest SEC Form 10K Report(if any), recent
annnal meports, recent proxy statements, Board structure and Board Committee organization, biographical data of
the current Board and current Management personnel, planning documents and studies, Management letters from
independent auditors, information conceming company facilities, and information concerning the Company’s
outlook with respect to current prospects and problems, critical issues and long-range objectives. In addition, it is
advisable for mew Directors 10 privately meet with independent outside legal counsel and separately with
independent outside auditors to get their impressions of the Company’s legal and financial situation.

{b) Legal Orientation. The orientation or on-going education of Managers, Directors and Advisors with respect to
applicable legal principles and unique sets of legal standards applicable to the Company and its Managers, Directors
and Advisors including the nature of the company’s business, the state of its organization, the locations where it
trausacts business, the industry in which it competes, and the terms of its articles of organization, its bylaws and
other internal documents.

The fundamental duties of Managers, Directors and Advisors should be reviewed and understood. Legal guidelines
should be presented, ranging from basic operational procedures such as always indicating on any executed
document the capacity in which the Managers, Director or Officer executes the document, to a more in-depth
review of the important statutes, rules and regulations restricting or regulating the conduct and operations of the
Company.

(¢) Training Seminars. Educational programs may also include training Managers, Directors and Adwvisors to enhance
their skills 2s Managers, Directors and Advisors. Outside consultants may be invited in from fime to fime conduct
seminars intended to develop Directorial skills, similar to programs of continuing education for other types of

.professionals.

(d) Internal Guidelines. The Board should not only educate itself, but also ensure proper education of Management
and Employees. Among other things, Managers and Directors should develop, publicize, mamntain and enforce
approptiate management policy statements or guidelines defining Company ethical standards and legal guidelines
with tespect to various potentially sensitive or misunderstood areas, including:
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® possible conflicts of interest;
(i) securities trading, including insider trading;
(tid) antitrust laws;

(iv) proper accounting and financial integrity;

® payments that may be unlawful ox unethical, including bribes and lickbacks;
(w) political contributions;

(viid) confidentiality of company information;

(vili)  misappropriation of company assets or opportunity; and

(ix) industrial espionage.

Such statements or guidelines should be developed with the assistance of legal experts and should be circulated to all
potentially affected personnel. Each Employee, inchiding all new Employees, should sign a statement acknowledging
understanding of the company policy and agreeing to abide by it. The company should periodically review and update
these statements or guidelines in view of new legal developments, Any updated material should be redistributed to and
re-certified by-each Employee.

Agpressive implementation and enforcement of these statements and guidelines will niot stop intentional wrongdoers,
but will educate and guide the vast majority of Managers, Directors, Advisors and Employees on avoiding llegal conduct
and may prevent the Company and its Management from being charged with wrongdoing (or at least mitigate the
severity of sanctions imposed) when a Managers, Directors, Officer, Advisor or subordinate Employee violates the

guidelines.

SECTION 6
ACTIONS BY DIRECTORS AND MANAGERS

Any action taken by Managers and Direcitors and must be an informed decision following a thorough,
informed investigation of all relevant facts reasonably available based upon time constraints and applicable
law..

1. Procedural Considerations. The Board should periodically review and agree upon various procedural issues
relating to Board meetings, including the frequency and scheduling of regular board meetings, the timing and content of
notice of meetings, advance disttibution of agenda and other documents, and the persons other than Directors who
should attend the meetings.

a2 Board Meetings. Attendance at Board meetings is imperative to keep Directors informed and to provide the
Directors with the opportunity for meaningfuol input into the decision making process. Accordingly, both regular
and special Board meetings will be scheduled with 2 view towards maximizing attendance. Regular meeting dates
should be established and communicated to the Direciors well in advance, preferably at least as a full year schedule.
Special meetings should be scheduled only after the Directors have been polled to determine their availability at one
-of several times and-the Directors should be notified of the selecied date as early as possible.

b. Attendance by Non-Directors. The Board is comfortable with the regular attendance at each Board meeting
of non-board members (e.g., Advisors, Employees, outside consultants such as attorneys, investment bankers,
accountants) who are members of the advisory team. Should the Chief Executive want to add-additional people as
attendees on 2 regular basis, it is expected that this suggestion would be made to the Board for its-concurrence.

<. Board Relationship to Senior Management. Board members have complete access to-the Management of
the company. Itis assumed that Board inembers will use judgment to be sure that this contactds constructive to the
business operations of the Company and that such contact, if in writing, be copied to the Chicf Executive and the
Chaizman. Furthermore, the Board encourages Management. to, from time to time, recommend managers io be
included in Board meetings who can provide insight into the items being discussed becanse of personal involvement
in these areas, and/ot mpresent managers with fature potential that the senior management believes should be

given exposure to the Boand.
GZZ{W@
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d. Duration of Meetings. Although the quantity of time spent on a particular decision does not necessarily
equate to quality of time, it is important to schedule adequate time for Directors to completely analyze and discuss
the matters under consideration. Discussion should not be terminated arbitratily and no Director should be
deprived of adequate opportusnity to ask questions and present his or her point of view on any aspect of a pending
decision.

2. Presentation of Information. Adequate information conceming all important matters requiring Board attention
should be made available in time to permit a review of the information before any vote is taken. Procedures should be
implemented by the Board to assure that sufficient information is disseminated in a timely way.

The Chairman and the Chief Executive Officer (if the Chairman is not the Chief Executive) will establish the agenda for
each Board meeting. Each Board member i3 free to suggest the inclusion of item(s) on the agenda. Information and
data that are important to the Board’s undesstanding of the business, including advisor recommendations and proposed
resolutions, should be distributed in writing to the Board before the Board meets. The Management will make every
attempt to-see that this material is as brief as possible while still providing the desired information.

As a general rule, presentations on specific subjects should be sent to the Board members in advance so that Board
meeting time may be conserved and discussion time focused on questions that the Board has about the material On
those occasions i which the subject matter is too sensitive to put on paper, the presentation will be discussed at the

meeding,

3. Conduct of Meeting. A Director is selecied because he or she has a valued pesspective to contribute to the
operstion of the Company. All meetings should be conducted with a view toward optimizing each Director’s expertise
and participation.
a. Fact-finding, It is essential that Directors be provided ample opportunity to question and constructively
challenge management and outside in connection with transactions under consideration. The . purpose of the
meeting is to make effective decisions after considening relevant facts and informed opinions. During the fact-
finding stage, it is quite apptopriate for Directors to explore, in a courteous mzanner, alternative points of view and
ideas to help validate the facts and opinions being presented.

b. Discussion, The Chairman should factlitate well-rounded discussions so all viewpoints, including unique and
innovative ones, are heard and understood. As a rule of thumb, the Board should strive for consensus in its
proceedings. ‘This helps ensure that expediency works in synergy with innovation and vision. Without this
commitment, Boatds too often become shortsighted, rush decisions, allow the demands of the moment or the next
quarier to overshadow their deliberations, and thus ultimaiely adversely affecting the vitality of the Company.

¢. Decision-making, Managers and Directors ate chosen for their unique perspectives and their commitment o
the vision of the Company. That common commitment provides the unifying forum within which unique Director
and Officer perspectives can find synergy among their diverse points of view. This forum requites a commitment
among the Directors and Officers to work out their differences in a constructive and apolitical manner, respecting
each person’s point of view, and assuming that the resulting decision will optimally incorporate each point of view
and be Zetzer than the sum total of the individual contributions. This process is not meant to replace applicable legal
requirements for Managers, Directors and Officers, but to re-establish decision-making based on moral and ethical
standards — to do one’s best in human terms, instead of simply doing the minimum maquired in legal 4erms.

The objective of Board meetings is to make decisions incorporating the best collective thinkity of the Directors.
Classical majority voting practices sometimes work at odds with this objective since clase voies logically indicate a
lack of agreement and consensus. Close vofes create “winners” and “losers.” The intention of the Board is to
capitalize on. the collective wisdom of the Directors, not set Directoss and Officers at odds with one another.
Therefore, it is the sense of the Board not to setfle simply for majority opinions, but rather fo strive for decisions
which craft minority and majority perspectives mto more well-rounded conclusions. As a mle-of thumb, close votes
on.important issues should be tabled until more time can be dedicated to work out the issues causing the strong
differences. In a forom with persons of good will, experience, wisdom, courage to speak their mimnds, and a
common vision, which the Board assumes it will have, differing points of view should be seen as the maay tiles in 2
FREEZE
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mosaic — all needed for a complete picture. Should any individual Direcior, however, be unable to agree with an
otherwise general consensus, he should register his dissenting vote. Voting abstention will be viewed as tacit
support for (ie., not against) the issue.

d. Conflict Resolution. Even reasonable people with commitment to a common wvision can and do disagree
from time to time. Differences of opinion can lead to 2 spectrum of consequences from growth, leaming, and
healthy compromise, to unhelpful compromise, stalemate, political action, and open hostility. Managers, Directors
and Officers should share 2 mutual commitment to work out their differences in a respectful and constructive
manner which besi serves all interests — the person(s) with whom they disagree, management, Directors, Officers,
shareholders, customers, other stakeholders, and the higher moral and ethical standards to which the Company
aspires.

4. Problem-solving. Problems and conflicts inevitably arise from time to time in 2 busy company. It is in everyone’s
best injerests for the Company to maintain a fiiendly, productive work environment, which can be difficnlt to sustain if
unresolved problems linger. Therefore, as a rule of thumb, if and when a conflict arises, the Board expects every effort
to be made among the Managers, Directors and/or Officers involved to wotk out their differences privately,
confidentially, without involving others or engaging in gossip, backbiting, or political action. Such matters should be
resolved with dispatch, not allowing unresolved issues to fester and to become potentially detrimental to Company
opesations and morale.

Should a conflict go unresolved, the matter shonld be brought in a timely manner to the Chairman and Chief Executive
Officer to mesolve. As a general rule, only if the Chairman and Chief Executive Officer are unable to bring the matter to
resolution should it be brought to the attention of the Board.

5. Decumentation. Accurate and complete minutes of all Board and Committee deliberations and other documents
relating to Manager, Director or Officer actions should be maintained. Directors should carefully review not only
minutes of meetings which they attend, but also the minuies of any meetings which they did not attend. Any
recommended changes to the minutes should be sent to the Secretary.

SECTION 7
DELEGATION OF RESPONSIBILITY

Although Managers and Directors may not abrogate their duties, they may rely in good faith on advice or input
from Board Committees, , Employees and outside experts.

1. Board Committees. The Nominating Committee is responsible, after consultation with the Chief Executive
Officer and with consideration of the desires of the individual Director for assignment to various Committees. Director
appointment to the vatious commitiees should be considered m view of each Director's special talents, experience or
expertise. A formal program of rotating Directors among committees may also be advisable, although the Board does
not feel this should be mandated as a policy since these may be reasons at a given poit in time to maintain an individual
Ditector’s Commitice membership for a longer period. The board should consider periodically what committees it
needs and what functions it wishes to delegate to each committee.

2. Number of Committees. The current four Committees are Executive, Audit & Finance, “Compensation,
Nominating. The Compensation Committee handles stock options. There will, from time to time, be occasions on
which the Board may want to form a new commitiee or disband a current committee depending on the circumstances.

The Audit & Finance Committee recommends the Company’s certified public accountants for approval by the Board,
and monitors the effectiveness of the audit effort, the Company’s internal financial and accounbing organization and
controls and financial teporting. This committee is also tregponsible for reviewing various SEC filings, shareholder
reports and other disclosure statements, and overall monitoring of securities law compliance.

FREEZE
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The Nominating Commiitee makes recommendations to the Board regarding the size and composition of the Board,
establishes procedures for the nomination process, recommends candidates for election to the Board and nominates
for €lection by the Board.

The Compensation Committee reviews and approves salaries and other matters relating to compensation of the
executive of the Company. The Committee also administers the Company’s stock option plans, including the review
and grant of stock options to all eligible Employees under the Company’s existing stock optiens plans.

3. Assignment and Term of Service of Committee Members. The Board is responsible, after consultation with the
Chairman, and with consideration of the desires of individual Directoss, for the assignment of Directors to vatious
committees.

4. Frequency and Length of Committee Meetings and Committee Agenda. The Chairman of the Boatd, in
consultation with the Secsetary of the Comparny, the Committee Chairman and appropriate members of Management,
will determine the frequency and length of Committee meetings and develop the Committee’s agenda. The Committee
agenda and meeting minutes of the Audit & Finance Commitiee, Compensation Committee and Nominating Commitiee
will be shared with the full Board, and othet Board members are welcome 1o attend Committee meetings.

5. Committee Agenda. The Chairman of the Committee, in consultation with the appropriate .members of
Management and Staff, will develop the Committee’s agenda. Each Commiitee will issue a schedule of agenda subjects
to be discussed for the ensuing year at the beginning of each year (to the degree these can be set). This forward agenda
will-also be shared with the Board.

6. Management Delegation. The Board does not engage in direct management of the company. However, the
Board has responsibility for monitoring the day-to-day conduct of the company by ensuring that satisfactory executive
management personnel and policies are in place.

To avoid someone operating outside of the scope of assigned duties or neglecting an area of responsibility within such
scope of duties, cleatly defined job descriptrons should be prepared, approved and disseminated to all management
personnel. Authotity and mesponsibility as befween the Board and Management should be cleartly documented and
understood. This is especially true with respect to significant matters with respect to which both Directors and
Management have substantial involvement, such as acquisiion evaluations, personnel policies, major capital
expenditures and dividend determinations.

SECTION 8

CONFLICTS OF INTEREST

Board decisions must be made by disinterested Directors. Even the appearance of a conflict of interest should
be avoided, if possible, and disclosed if unavoidable.

Consistent with their duty of loyalty, Managers, Directors and Officers should avoid placing themselves or other
representatives of the Company in a situation where their personal inferest may, or appears to, conflict with_ the best
interests of the Company. This restriction applies not only to obvious conflict situations where an individual is directly
involved in both sides of a transaction, but also in more subtle situations involving close relationships of a Director,
Manager or Officer to any party involved in a transaction with the Company.

Managers, Directors and Officers should heighten their sensitivity towards conflict issues. Because inndividuals frequently
do not focus on perceived conflicts, regular inquiries and reminders conceming potential conflict situations should be
undertaken,

Potentigl conflict analysis should also be incorporated into various company procedures. For example, when hiring
management level Officers and/or Employees, consideration should be given o an such an individual's former and
curtent business affiliations in light of the Company's business operations io determine if the prospective Employee
would be placed in an inherent or potential conflict situation.
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Where a potential conflict is identified, the interested person should be removed from the decision making process, if at
all possible. For example, a majority of disinterested Directors should approve transactions directly affecting employee
Direcioss, such as decisions with respect to takeover proposals, compensation arrangements and employment contracts.
Where a decision directly relates to an interested Director, that Director should not only refrain from voting but also be
excused from any board discussion involving the proposed transaction. When the interested person must unavoidably
patticipate m the company decision, full disclosure of the conflict should be made not only to other persons involved in
the decision making process, but also to shareholders, when appropriate.

In summaty, when an actul, pesceived or potential conflict is identified by any person, the following steps should be
taken:

(a) Precisely identify the aciual, perceived or potential conflict;

(b) Fully disclose the conflict or potential conflict to the Chairman, Chicf Executive Officer, all Directors, or the Senior
Manager, together with an evaluation-of the effect-an seriousness of the conflict; and

(©) Ifdetermined to be an actual or potential conflict, develop an appropriate response, ncliding where necessary,
disqualification from voting and discussion, disclosute to the sharcholders or other remedial action.

When in doubt as to whether a conflict exists, advice from legal counsel should be obtained.

SECTION 9
GUIDELINES FOR SPECIAL RISKS
The following smmnmarizes guidelines with respect to certain selective Manager, Direcior and Officer risks.
Securities Law Compliance.
This section is intended to be a proactive review of many Managers, Director and Officer responsibilities with regard io

well-known special tisks. It is not intended as any sort of expansion of Managers, Directors and Officers responsibilities
beyond reasongble prudence.

1. Assignment of Responsibility. The Managers, Directors and Officers should exercise reasonable prudence with
respect fo assignment of responsibilities with respect to various securities law and disclosure issues. For example,
persons possessing familiarity with and sensitivity towards securities Iaw and general disclosure issues should be assigned
the various responsibilities (subject to a clearly defined time schedu]e) including preparation, review, edifing, due
diligence confirmation, finalization, pnntmg, filing and distribution of various SEC filings, sharcholder seports and other
disclosure statements; preparng, revu:wmg and approving press releases; attending and approving discussions with
securities analysts; responding to inquiries from the press, stock exchanges or the public; and overall monitoring of
securities law compliance. Whezre possible, the authorized persons should be knowledgeable both as to the selevant facts
and applicable legal requirements and should be a relatively small group of persons who can provide consistency and
historical knowledge to the process. Regardless of the degree of delegation, Directors, Managesrs Officers should assure
themselves regarding important securities law filings and disclosure statements that the company has taken reasonable
steps to disclose accurately and completely all relevant material information.

2. Protecting Confidential Information. ‘The company should implement and monitor reasonable safegnards to
protect against the misuse of confidential information. Among others, the following matters should be considered.

(a) Policy Statement. The company shonld distribute 1o all appropriate Employees a policy statement-informing the
Employees of their obligation fo safeguard information and instructing them not to trade on the basis-of material,
non-public information. -
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(b) Limited Access. Confidential information and discussions elating to that information should be limited only to
those persons who need to know the mformation or participate in the discussions. As mor persons leam of the
mformation, the kkelhood of le aks, rumots or misuse of that information increases.

{©) General Office Procedures. Documents containing confidential information should be securely maintained by the
appropriate Directors, Managers and Officers not accessible for others to read. Company visitors or subordinate
Employees should not be given access to offices or other work areas where the confidential documents are
accessible. Intemal confidentiality policies and procedures should be maintained and reviewed periodically.

(d) Electronic Systems Procedures, The company systems administrators and programmers with local and remote
access to the electronic sysiems, applications, and files of the company, given their kmowledge of such systems,
should establish a more detaled subset of the general company security and confidentiality policies for document
files, source code, etc. Reasonable measutes should be taken by the Chief Technical Officer to oversee these
policies and procedures which protect the intetests of the company; detect leaks, theft, tampering, hacking,
snooping, spoofing, masking, ctacking, unanthorized entry, sabotage, invasion of privacy, and other forms of
information systems misuse; and report these misuses appropriately.

A secure password logging procedure for office files should be established which restricts all but need-to-know

.people, even electronic systems administrators, from certain files (e.g., pending contracts, personnel files,
negotiations), but would stll enable authorized third parties to ascertain the locations and passwords of those
files for auditing purposes. When draft documents must be distributed electronically to others for
administrative purposes (e.g. edibng, feedback, typing, printing, storage, etc.), code names and encrypted
passwords may be appropriate to protect the identity of parties to the transaction.

(¢) Confidentiality Agreements. Writfen agreements with Employees and outside advisors, consultants, outsoutcers
and other third parties who receive confidential information from the company are required to confirm the
restrictive use of that information. In addition to helping ensure securities law compliance, such agreements also
evidence the company's reasonable efforts to comply with those requitements.

(® Questionnaires. To make certain that various securities documents accurately reflect the knowledge of Directors
and key Officers, questionnaires to approprate directors and officers should be distributed and completed. Follow-
up communication with the Managers, Directors and Officers should be made if their responses are unclear or
incomplete of if no response is obtamed.

(g Compliance Program. A compliance program typically is designed to ensure that the company makes full and
timely disclosure of material information and complies with both well known and less known securities law
regulations. Among other things, these programs define the filing and disclosure requirements and what
information should be provided on a curtent basis to cettain persons within the company, who act as an
information "clearinghouse"” for securitics compliance mattess.

Employment Related Claims.

1. Education. Persons having control of employment related decisions should be educated as to the legal restrictions
applicable to employment relationships, Rapidly changing legal standards in such areas as wrongful discharge and
discrimination necessitate continuing educational ptocedures. In house training sessions, informational material and
detailed employment procedural mamuals should be used to improve the sensitivity and knowledge of all managenient
level Employees. Managers and Officers should be strongly encouraged to request guidance fromn competent legal
counsel if the person is wncertain about a specific situation.

2. Proper Documentation. All employment selated documents should be periodically reviewed for appropriateness
i light of the then existing employment law standards. Procedures for distribution of those documents should also be
periodically examined and amended where appropriate.

A complete and accurate employment history for each Employee should be maintained when at all possible, including
detailed records establishing what the Employee was told and what documents and other information were provided to
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the Employee conceming the employment relationship. Performance and behavior deficiencies and disciplinary actions
ot criticisms should also be documented.

All writien statements, which may reasonably be reviewed by Employees (including Employee handbooks, personnel
policies, job advertisements, hiring correspondence and nofices on bulletin boards or in newsletters), should be
examined by legal counsel or other knowledgeable experts.

3. Grievance Resolution Procedures. The company should establish and maintam a well-defined, objective;

confidential and accessible grievance resolution proceduse, which ensures that Employees can have their grievances,
dealt with fairly and quickly.

3. Common Sense and Courtesy. All management personnel should be sensitized to potential Employee claims and
encouraged to use common sense and courtesy when dealing with Employees. Acts that have the appearance of
impropricty, cven if otherwise justified, should be avoided. For example, Employees should not be discharged, even if
for valid reasons, on the day after the person etums from jury duty or a pregnancy leave of absence. Inflammatory or
sexually oriented materials or commentis should be eliminated in the work environment. Employee complaints should
be listened to and appropriately addressed. Simply giving the Employee attention and recognition may avoid expensive
and distracting litigation.

ACKNOWLEDGEMENT

The undersigned heseby have read the preceding 14 (Fourteen) pages, had the opportunity to review it and
undersiand its contents and agree to be bound by the terms, conditions, duties and responsibilities therein.

Michael T. McKibben, Senior Manager
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DIRECTOR
EXCHANGE CONTRACT
I, James E. Freeze (‘JEF”)do hereby promise for Two Hundred Fifty Thousand (250,000 ) AA Preferred Membezrship

Interests to provide to the Company the following services in exchange for these AA Preferred Membership Interests as
-provided below.

a. Serving on the LLC Board of Directors pursuant to the Director Services Agreement.

b. Patticipating in Board of Directors meetings.

c. Making policy recommendations conceming the business of the Company.
d.

€.

f.

&

Alffix additional pages as needed.

upon by the Chairman of the Board of Disectors from tume to fime.
b. Atiendance at quarterly meetings as scheduled by the Chairman of the Board.

2. On an as needed basis as c

d
e
£
g
Affix additional pages as needed.

a. Annual allocation of options in the-total amonntof Two Hundsed Fifty Thousand (250,000) AA |
Preferred Membership Intesests accrued quarterly in the amount of of Sixty-Two Thousand Five
Hundred (62,500) AA Membership Interest,. as per the attached Option Agreement.

b. Initial allocation of an option in the amount total amount of Two Hundred Fifty Thousand (250,000)
AA Preferred Membership Interests in appreciation for prior years services performed.
Alfisc additional pages as needed,

This exchange contract is agreed to by and between the undersigned and the Company effective this Z day of
December 1999.

Fligt— " letlal)] DYSELL

Michael T. McKibben g '
Its: Senmior Manager ./6(& ~

fnes E. Freeze,
Maj. Gen. USA Retired

FREEZE
DIRECTOR SERVICES AGREEMENT, PAGE 16 OF 16
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MEMBERSHIP INTEREST OPTION AGREEMENT

1. LEADER TECHNOLOGIES LLC, a.k.a. Leader Technologies, Ltd., an Ohio Limited
Liability Company-("LEADER"); hereby grants to the Optionee named below a
Nongualified AA Preferred Membership Interest Option ("Option" or "Options")-in
accordance with and subject to-the terms and restrictions of this Agreement, to purchase
the number of no par value AA Preferred Membership Interests of LEADER at a price set
forth herein as follows:

Optionee: James E. Freeze or his assignee
‘No. of Options: Two Hundred Fifty Thousand (250,000)
Price per Option: FourCents  (8.04)
Grant Date of Option: December 16%, 1999
Expiration Date of Option: December 16 , 2004

2. The Option granted under this Agreement shall be exercisable any time prior to the
Expiration Date of Option set forth above ("Exercise Date"). The Option granted under
this Agreement may not be exercised as to less than one hundred (100) membership
interests at any time (or the remaining Options then purchasable under this Agreement if
less than one hundred membership interests).

3. This Option may be exercised for the number of membership interests specified by
written notice delivered to LEADER at least ten (10) days prior to the date on which
purchase is requested, accompanied by full payment. If any applicable law or regulation
requires LEADER to take any action with respect to the interests specified in such notice,
.or if any action remains to be taken under the Articles of Organization, Operating
Agreement or Governance Guidelines to effect duc issuance of the interests, then
LEADER shall take such action and the day for delivery of such interests shall be
extended for the period necessary to take such action.

4. As.a condition of LEADER'S obligation to issue membership interests upon exercise
of this Option, the Optionee or other person to whom the shares are to be issued shall,

Awn Qbio Limited Liability Company
l DIRECTOR NONQUALIFED AA PREFERRED
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Director Nonqualifed AA Preferred Membership Interest Option Agreement

concurrently with the delivery of the resolution notification certificate(s) representing the
interests so purchased, give such written assurances to LEADER as its counsel shall
require, to the effect that the purchaser is acquiring the interests for investment and
without any present intention of reselling or redistributing the same in contravention of
the LEADER -Operating Agreement or in violation of any applicable State or Federal
Law. In the event that LEADER elects to register the interests which axe the subject of
this Option under the Securities Act of 1933, the issnance of such stock shall not be
subject to the restrictions contained in this Paragraph (4).

5. This Optien is subject to the Transferability conditions and requirements set forth in
the Operating Agreement.

IN WITNESS WHEREOF, the parties-hereto have caused this Agreement to be
executed-on the day and year first above written.

J LEADER TECHNOLOGIES LLC

Michael T. McKibben ! 15« Mﬁ .

CEO & Senior Manager

I'hereby accept the Nonqualified AA Preferred Membership Interest Option to
purchase membership interests of LEADER TECHNOLOGIES LLC granted above in
accordance with and subject to the terms and conditions of this Agreement and of the
LEADER Operating Agreement and Governance Guidelines, and agree to be bound
thereby. -

(<

‘ /
/i Pecenpber /799
Date Acceﬁed
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