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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
accordance with the Operating Agreement.

Basic Duties. Directors are subject to four basic dutics in performing their responsibilides. (Note: While Members of
the Board of Advisors, Officers and Employees are exempt from directorial fiduciary liability, the Company expccts
them to abide by the principles and standards set forth herein) :

1. Duty of Diligence. Directors must act with the care that a reasonably prudent person in a similar position would
usc under similar circumstances. They must perform their duties in good faith and in a manner they reasonably believe
to be in the best interests of the Company. Prior 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 submitted for approval, but also requires
reasonable inquiry and monitoring of company affairs. Although Directors are not insurers of the integrity of their
subotdinates or of general company performance, they are required to implement teasonable programs to promote
appropriate company conduct and to identify improper conduct.

2. Duty of Loyalty, Directors arc required to refrain from engaging in personal activities that would injure or take
advantage of the Company. They are prohibited from using their position of trust and confidence -to~further their
ptivate interests. This duty requires an undivided and unselfish loyalty to the Company and demand:

gt thierc be no
conflict between one's company duty and sclf-interest. Examples of prohibited conduct in this re

(a) may not realize secret fees, profits or unfair gain through personal transactions wi
Company.

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

(c) may not compete with the Company unless disclosed in advance with the consent of er Directors.

(d) may not cngage in undisclosed personal transacdons of a material nawre (e.g., Midden agendas, private
arrangements involving company opportunity including kickbacks and hidden commissions, er ather conflicts
of interest) with any other Director, officer, cmployee, interest owner, advisor, customer, prospect or vendor o
the Company.

6t on behalf of the
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(e) may not usurp a Company opportanity.
(f) may not realize personal gain from the use of material, non-public company information.
(&) should avoid even the appearance of a conflict of interest.

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

4, Duty of Accountability. Directors are required to establish for themselves and their various working groups and
snbordinates performance metrics with which to objectively measure their ongoing performance as individuals and work
groups in critical Company business perspectives: Business, Customer, Business Process and Osganizational Learning,

Business Judgment Rule.

Directors are presumed to have acted propetly 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 result in benefit to the
Company and that Directots will be personally liable for loss to the Company only if the clements of the B]JR defense
are not satisfied.

To obtain the benefit of this important defense, Directors must act 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 relevant factors.

Five elements of the B|R ate generally recognized:

{(2) Business Decision1The BJR protects Directors against claims for wrongful acts, but not against claims for
faflure 1o act. Inaction by Directors is protected by the BJR only if it is a result of a conscious decision to
refrain from acting,

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

() Due Care, The BJR protects Directors 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.

(@) Good Faith, The BJR protects 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 solcly or primarily to
preserve their positions or otherwise to bencfit themselves.

{e) Abuse of Discretion. The BJR protects Directors against honest 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 catried out by the Boatd of Directots and in ditecting the business and affaits 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. Thc Manager, in his sole disctetion, can appoint, hire, and dismiss employees. The
Manager can delegate this task as apptopsiate and requited.

2. Generally Accepted Business Practices, The Company will operate according to generally accepted business
practices. As such, the Manager will not normally interfere in standatd operating procedures and policics, unless or until

such dme as he deems any or all of them to be malfunctioning. Such operating procedures inchide but are not limited to

the following practices that ate subject to change by the Manager at any time.

{(2) 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 Boatd 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 Directors under the purview of the President.

(¢ Advisor Selection and Dismissal. To be conducted according to the Managers and Dircctors Governance
Guidelines set forth herein.

(d) Business of the Company. The Directors are expected to prudently conduct the affaits and policics of the
business according to their varions duties and responsibilities, without the direct involvement of the Manager.

(e) Special Committees. To be conducted according to the Managers, Dircctors, Officers and Advisors Governance
Guidclines set forth herein unless otherwise authorized by the Operating Agreement.

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

3. Meeting Notices. The Manager shall veceive timely advance notice and an appropriately detailed agenda with
supporting infoemation for all meetings of Directors and Committees. If the Manager decems 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 postponed and reconvened in a timely manner and with appropriate detail.

4. Ex Officio Participation. The Manager, in his sole discretion, may choose to pasticipate and/or chair any meeting
or Committees by giving notice of intent preceding or during the event. In circumstances where the Manager assumes
chairmanship of all or part of a meeting, he, in his sole discretion, may choose to yield the chairmanship of 2ll or pasts of
the meeting back to the appointed chairman, or he may choose to retain chaitmanship for any reason.

5. Policy and Procedure Review. The Manager, in his sole discretion, may call for a seview of any policy of
procedure in the Company at any time. The Manager can specify whether this review is to be cafried out in"the normal
course of business, or whether a Special Committec or work group should be convened. Ewaluation and acceptance of

policy and procedure revisions will be carried out according to generally accepted business practices unless the Manager
specifies otherwise, in his sole discretion, -

6. Special Powers. The Manager, in his sole discretion, may overside and/or redircct any decision or action of the
Managers, Committees or Employees if he deems that decision or action not to be in the best interests of the Company,
or if he has confidential information of a material nature to the issue that is not generally knowh, or if he deems that
decision of action not to have been made according to the intent of the Operating Agreement andiany- related policies of
the Company. These Special Powers are subjcct to the Business Judgement Rule. )
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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 Manager. 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 requircments and the Operating Agrecment,

1. Nominating Committee. The Board should appoint 2 Nominating Committee to make tecommendations to the
Board based on an objective assessment of the perceived needs of the Board at that time. The Nominating Committee
should be comprised of outside Directors as well as the Chairman and Chief Excentive Officer. The Board has no
specific policy on the chairmanship of this commiitee except that it is an outside LLC Director.

2. Boatd Membership Criteria. The Nominating Committee is responsible for reviewing with the Board, on an
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 Board is a permanent voting Member of the Board of
Directors.

3. Extending the Invitation to a Potential Ditector 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
Senior 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
replaccment for cause, at which point the position(s) would become vacant, the Board should be free to make these
choices any way that sccms best for the Company at a given time. The Board does not have a policy on whether or not
the roles of Chicf Executive Officer and Chairman should be separate and, if they ate separatc, whether the Chairman
should be sclected from the non-employee Directors or be an Employce. The choice(s) should be from candidates

willing and able to carry forward the Company’s vision and values. The Chairman of the Company at founding is
selected and to be announced.

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

6. Director Attsibutes. The Nominating Committee is responsible for reviewing with the Board from fime to #ime
the appropriate skills and characteristics required of Directors in the context of the current make-up ofahce Board. This
assessment should include issues such as integrity, congeniality, imagination, resourcefulness, visions
understanding of technology, finance, sales, marketing, management, strategy planning, adminj; on, international
business — all in the context of an assessment of the perceived needs of the Board at that poinFintime. A Director
should have sufficient time and intercst to devote the necessary energies to the required job. Direcdes should be asked
to affirm their available time and attention to this Board. A Ditector should be committed to the Gomypiany’s vision.

isdom, reputaton,

7. Outside Directors. The Board should consist of 2 majority of outside Directors, who ate able to previde essential
disinterested outsider’s viewpoints to Board discussions and decisions. When selecting these Directors, ¢he Company
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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 2 competitor, major
supplier or customer, or other company having substantial business dealings with the Company.

The Board is willing to have membets 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 managets to understand that Board membetship is not necessary or a prerequisite to any higher
management position in the Company. Management other than the Chief Bxecutive Officer currently attend Board
meetings on a regular basis even though they are not Directors.

8. Outside Directors’ Discussion. The Board’s policy is to have a separate meeting time for outside Directors if and
as requited during the regulady scheduled Board Meetings. The Lead (Outside) Director will assume the responsibility
of chairing the regularly scheduled meetings of outside Directors ot other responsibilities that the outside Dircctors as a

whole might designate from time to time. All meetings of Outside Directors will include the Chief Executive Officer as
an ex officio participant.

9. Size of Board. Productive dialogue 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) are the main determining factors on how large a Director 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 limits could help insure that
there ate fresh ideas and viewpoints available to the Board, they hold the disadvantage of losing the contribution of
Directors who have been able to develop, over a period of time, increasing insight into the Cotnpany and iis operations
and, therefore, provide an increasing contribution to the Board as a whole. As an alternative 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 Dircctors, other than the CEO, who arc 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 responsible 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 samc time as the repott on Board membership critetia. Its purposc is to

increase the effectiveness of the Board, not target individual Directors.

Assessments of individual Directors should be made annually by the Nominating Commitiee. 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 resigning. The asscssment should cover such topics as attendance at
Board and Committee meetings, patticipation in board discussions, contributions, constrmctive criticisms 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 the names of persons
who are not qualified for re-clection based upon performance.

13. Formal Evaluation of the Chief Executive Officer . The Outside Direciors should make
in connection with the determination of the salary and executive bonus of the Chief Executive Off
should be communicated to the Chief Exccutive Officer by the Chairman of the Board, or if the Gliief Executive Officer
and the Chairman of the Board are the same person, by the Lead Director. The evaluation shoul ased on objective
criteria including performance of the business, accomplishment of long-term objectives, developsigst of Management,
ete. The Compensation Committee in the course of its deliberations will use the evaluation when: considering the
compensation of the Chief Executive Officer.

sevaluation annually
2, This evaluation
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14. Succession Planning. An annual report to the Board on succession planning should be prepared 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 Execudve Officer.

16. Board Compensation Review . Itis approptiate for the Management of the Company to report once a year to the
Nominating Committee the status of the Board’s compensation in relaton to other companies in the Company’s
industry. As a part of a Directot’s total compensation and to create a direct linkage with company performance, the
Board believes that 2 meaningful pottion of 2 Ditector’s compensation should be provided in Performance Units and/or
Membership lnterest Units. Change in Board compensation, if any, should come at the suggestion of the Nominating
Committee, 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
ot change from the position they held when they came on the Boatd should necessarily leave the Board. There should,
however, be an oppottunity for the Board, via the Nominating Committee, to review the continned appropriateness of
Board membership under these citcumstances.

18. Board Interaction with Institutional Investors, the Press, Customers, etc . The Board believes that the
Management speaks for the Company. Individual Directors may, from time to tme 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 Chaiemnaa,

19. Director Balanced Scotecards . The Board will cstablish a collective and individual Balanced Scorecards that will
be used by the Nominating Committee in assessing Director performance from the four Balanced Scotecard
pesspectives: Business, Costomer, Business Process, and Organizational Learning.

SECTION 4
COMPOSITION AND LEADERSHIP OF THE BOARD OF ADVISORS

Members of the Boatd of Advisors should be selected and their participation tetained with a view towards
creating the most effective and efficient Board of Advisoss 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 Bxecutive Officer, may appoint members based on an objective
assessment of the perceived needs of the Board at any given time consistent with the Operating Agreement.

2. Advisor Attributes. The Senior Manager, or those to whom the responsibility is delegated, is responsible for
reviewing with the Board from time to time the appropriate skills and characteristics required of members in the context
of the cutrent make-up of the Boatrd. This assessment should include issues such as integrity, congeoiality, imagination,
resourcefulness, vision, wisdom, reputation, understanding of technology, finance, sales, marketing;. management,
strategy planning, administration, international business — all in the context of an assessment of the peréa:j.eed needs of
the Boatd at that point in time. An Advisor should have sufficient time and inicrest to devote the necessary energies to
the sequited 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.

3. Advisor Supervision. The Senior Manager shall be the permanent supervisor of Advisors. T thc absence of the
Senior Manager, or a designate, the Chief Executive Officer will chair meetings of the Advisors.
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4. Number of Advisors. Productive dialogue 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 2 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 meeting as specified for
Managers, Directors.

6. Term Limits. An Advisor's term is determined by the Senior Manager, in his sole discretion. In general, the
Company does not believe it should establish term limits. While term 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
increasing 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 continue as an Advisor .

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

8. Advisor Compensation Review. It is appropriate for the Management of the Company to report once a year to
the Senior Manager and Chief Executive Officer the status of the Advisor’s compensation in relation to other companies
in the Company’s industry. As 2 part of an Advisor's total compensation, and to creaic a direct linkage with company
pesformance, a meaningful portion of an Advisor's compensation should be provided in Performance Units and/or
Membership Interest Units. Change in Board compensation, if any, should come at the suggestion of the Compensation
Cotmmitiee, 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 docs 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 revicw the continued
apptopriateness of Board of Advisors membership under thesc circumstances.

10. Board of Advisors Interaction with Institutional Investors, the Press, Customers, etc . The Management
speaks for the Company. Individual may, from time to time at the request of the Management, mect 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
Fxecutive Officer to speak on the Company's behalf,

11. Resignation. Unless this clause is superceded by a more specific agrecment or other such instrument that specifies
differently, any Advisor may resign at any time by giving written notice to the Senior Manager. The resignation of an

Advisor who is also 2a Member shall not affect the Advisot's stights as a Member and shall not constitute a withdrawal of

2 Member.

12. Advisory Capacity Only. Members of the Board of Advisors arc expected to give theit best effgrgs. They are
under no fiduciary obligations to the Company, unless this clause is superceded by mote specific agregirients fiom tire
to time. R

13. Advisor Balanced Scotecatds . The Advisors will establish a collective and individual perfo
be used to assess ongoing Advisor performance from the four perspectives: Business, Customer:
Organizational Leatning,

ce metric that will
sifiess Process, and

CHANDLER DIRECTOR SERVICES AGREEMENT, PAGE 7 OF 16



[Scan of Leader Official Corporation Record, page 12]

LEADER

LEADER TECHNOLOGIES LLC

SECTION 5
ORIENTATION AND CONTINUING EDUCATION

The Company will provide a thorough orientation for new Managers, Directors and Advisots an ongoing
commitment to educating Managers, Directors and Advisors to the particular business of the Company, the
competitive and regulatory envitonment in which the Company exists, the nature of the industry 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, Ditectors and Advisors and
responsibilities. It is not intended to be fead as any sort of expansion of Managers, Directors and Advisors
responsibilides beyond reasonable prudence.

To fulfill their legal responsibilities, Managers, Directors and Advisors must have a working familiarity with the
Company and their legal powers, dutics and restrictions. Because both the factual and legal environmesnt in which the
Company operates and in which Managers, Directots and Advisors scrve is constantly changing, the need for education
is contnual.

(a) Factual Otientation. A formal orientation program is necessary for new Managers, Directors and Advisors. New
Managers, Dircctors and Advisors should become familiar with basic company records and minutes of recent Board
and Committee minutes, Company disclosute documents such as the latest SEC Form 10K Report(if any), recent
annual reports, recent proxy statements, Board structure and Board Committee organization, biographical data of
the current Board and current Management personnel, planning documents and studies, Management Jetters from
independent auditors, information concerning company facilities, and information concerning the Company’s
outlook with respect to cutrent prospects and problems, eritical issues and long-range objectives. In addition, it is
advisable for new Dircctors to privately mecet with independent outside legal counsel and separately with
independent outside anditoss 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
transacts business, the industry in which it competes, and the texms of its articles of organtzaton, 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 ecxecuted
document the capacity in which the Managess, Director or Officer executes the document, to 2 more in-depth
teview of the important statutes, rules and regulations restricting of regulating the conduct and operations of the
Company.

(€) Training Seminars. BEducational programs may also include training Managers, Ditectors and Advisors to enhance
their skills as Managers, Directors and Advisors. Outside consultants may be invited in from time to time conduct
serninars intended to develop Directorial skills, similar to programs of continuing educadon for other types of
professionals,

(d) Internal Guidelines. The Board should not only educate itself, but also ensure proper educgtigiof Management
and Employecs. Among other things, Managers and Directors should develop, publicize, amalitain and cnforce
appropriate management policy statements or guidelines defining Company cthical standards and legal guidelines
with respect to vatious potentially sensitive or misunderstood areas, including:

@ possible conflicts of interest;
(i) securitics wading, including insider trading;
(iif) antitrust laws;
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(i) proper accounting and financial integrity;

) payments that may be unlawful or unethical, including bribes and kickbacks;
(vi) political contributions;

(vii) confidentiality of company information;

(vii1) misapproptiation of company assets or oppottunity; and

(ix) industrial espionage.

Such statements ot guidelines should be developed with the assistance of legal experts and should be circulated to all
potentially affected personnel. Each Employee, including 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 redisiributed to and
re-certified by each Employee.

Aggressive implementation and enforcement of these statements and guidelines will not stop intentional wrongdoers,
but will educate and guide the vast majority of Managers, Ditcctors, Advisors and Employces on avoiding illegal conduct
and may prevent the Company and its Management from being charged with wrongdoing (or at least mitgate the

scverity 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 Directots and must be an informed decision following a thotough,

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 vatious procedural issues
relating to Board meetings, including the frequency and scheduling of regular board meetings, the timing and content of

notice of meetings, advance distribution of agenda and other documents, and the persons other than Directors who
shonld attend the meetings.

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

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

¢.  Board Relationship to Senior Management. Boatd members have complete access to the Manabemess of
the company. ltis assumed that Board members will use judgment to be sute that this contact is eshstructive to the

business operations of the Company and that such contact, if in writing, be copied to the Chi
Chairman. Furthermore, the Board encourages Management to, from time ro time, recoms | managers t be
included in Board meetings who can provide insight into the items being discussed because ofpessonal involvement

in these areas, and/or tcpresent managers with future potential that the senior management.believes should be
given exposure to the Board, r

ecutive and the

d. Duration of Meetings. Although the quantity of time spent on a particular decision -gloes not necessarily
equate to quality of time, it is important to schedule adequate time for Dircctors to completely analyze and discuss
the matters under consideration. Discussion should not be terminated arbitrarily and no Direetor should be
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deprived of adequate opportunity to ask questions and present his or her point of view on any aspect of a pending
decision.

2. Presentation of Information. Adequate information concerning 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. Fach Board member is free to suggest the inclusion of item(s) on the agenda. Information and
data that are important to the Board’s understanding 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 a5 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 in which the subject matter is too sensitive to put on paper, the prescntation will be discussed at the
meeting,

3. Conduct of Meeting, A Director is selected because he or she has a valued perspective to contribute to the
opcration of the Company. All meetings should be conducied with a view toward optimizing cach Director’s expertise
and participation.

a, Pact-finding. It is essential that Directors be provided ample opportunity to question and construcdvely
challenge management and outside  in connection with transactdons under considerationn. The purpose of the
meeting is to make cffective decisions after considering relevant facts and informed opinions. Dusing the fact
finding stage, it is quite appropriate for Directors to explore, in a courteous manner, alternative points of view and
idcas to help validate the facts and opinions being prescated.

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

¢ Decision-making. Managers and Directors are chosen for theit unique perspectives and theit commitment to
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 requires a commitment
among the Directors and Officers to work ont their differences in a constructive and apolitical mannet, respecting
each person’s point of view, and assuming thai the resulting decision will optimally incotporate each point of view
and be befter 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 onc’s best in lman terms, instead of simply doing the minimum requited in legal terms.

The objective of Board meetings is to make decisions incorporating the best collective thinking of the Directors.
Classical majority voting practices sometimes work at odds with this objective since close votes logically=indicatea
lack of agrcement and consensus. Close votes create “winners” and “losers.” ‘The intention ofthe
capitalize on the collective wisdom of the Directors, not set Directors and Officers at odds 1vone anothet,
Therefore, it is the sense of the Board not to scttle simply for majority opinions, but rather to-sitive for decisions
which craft minority and majority perspectives into more well-rounded conclusions. As 2 rule of thumb, close votes
on important issues should be tabled until more time can be dedicated to work out the issues causing the strong
diffcrences. In a forum with persons of good will, experience, wisdom, courage to spegak thicir minds, and a
common vision, which the Board assumes it will have, differing points of view should be seens the many dles ina
mosaic — all needed for a complete picturc. Should any individual Directos, 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 (i.e., not against) the issue,
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d. Contflict Resolution. Even reasonable people with commitment to a common vision can and do disagree
from dme to time. Differences of opinion can lead to a spectrum of consequences from growth, learning, and
healthy compromise, to unhelpful compromise, stalemate, political action, and open hostility. Managers, Directors
and Officers should share a mutual commitment to work out their differences in a respectful and constructive
manaer which best serves all interests — the person(s) with whom they disagree, management, Directors, Officers,
shareholdets, customers, other stakeholders, and the higher moral and ethical standards to which the Company
aspires.

4. Problem-solving. Problems and conflicts inevitably atise from time to time in a busy company. It is in everyone’s
best interests for the Company to maintain 2 friendly, productive work environment, which can be difficult 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, Ditectors and/or Officets involved to work out their differences privately,
confidentially, without involving others ot engaging in gossip, backbiting, or political action. Such matters should be
resolved with dispatch, not allowing unresolved issnes to fester and to become potentially detrimental to Company
opcrations and morale.

Should 2 conflict go unresolved, the matter should be brought in a timely manner to the Chairman and Chief Executive
Officer to resolve. 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 Boartd.

5. Documentation. 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 minutes 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 Directots 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 Committec is responsible, after consultation with the Chicf Executive
Officer and with consideration of the desires of the individual Director for assignment to various Committees. Director
appointment to the various committees should be considered in view of cach 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 there may be reasons at a given point in time to maintain an individual
Dircctor’s Committee membership for a longer petiod. 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 Committecs are Bxecutive, Audit & Finance, Compensation,
Nominating. The Compensation Committee handles stock optons. There will, from time to timc, be occasions on
which the Board may want to form a new committee or disband a current committee depending on the citcumstances.

The Audir & Finance Committee recommends the Company’s certified public accountants for approval.by. the Board,
and monitors the effectivencss of the andit effort, the Company'’s internal financial and accountin
controls and financial reporting. This committee is also responsible for reviewing vatious SE
reports and other disclosure statements, and overall monitoring of secutities law compliance.

The Nominating Committee 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 Beoard and nominates
for election by the Board. :

The Compensation Committee fevicws and approves salaries and other matters relating to compensatdon 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 options plans.
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3. Assignment and Term of Setvice of Committee Members . The Board is responsible, after consultation with the
Chairman, and with consideration of the desites of individual Directors, for the assignment of Directors to various
committees.

4, FPrequency and Length of Committee Meetings and Committee Agenda . The Chairman of the Board, in
consultation with the Secretary of the Company, the Committee Chairman and appropriate members of Management,
will determine the frequency and length of Committee meetings and develop the Commitiee’s agenda. The Committee
agenda and meeting minutes of the Audit & Finance Committee, Compensation Committee and Nominating Committee
will be shared with the full Boatd, and other Board members are welcome to 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 Committee will issue a schedule of agenda subjects
to be discussed for the ensuing year at the beginning of each year (1o 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 excentive
management personnel and policies are in place.

To avoid someonc opcrating outside of the scope of assigned duties or neglecting an arca of responsibility within such
scope of duties, clearly defined job descriptions should be prepared, approved and disseminated to all management
personnel. Authority and responsibility as between the Board and Management should be cleatly documented and
understood. This is especially trne 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 2 situation where their personal interest may, or appears to, conflict with the best
interests of the Company. This restriction applies not only to obvious conflict situations whete an individual is divectly
involved in both sides of 4 transaction, but also in mote subtle sitwations involving close relationships of a Ditector,
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 individuals frequently

do not focus on perceived conflicts, regular inquiries and reminders concerning potential conflict situations should be
undertaken.

Potential conflict analysis should also be incorporated into various company procedutes. For cxample, when hiring
management level Officers and/or Employees, consideration should be given to an such an individually fopmer apd
cusrent business affiliations in Iight of the Company's business operations to determine if the prosg’ecﬁyg Employee
would be placed in an inherent or potential conflict situation. 4

Where a potential conflict is identified, the interested pesson should be removed from the decisiof thaking process, if at
all possible. For example, a majority of disinterested Directors should approve transactions dircetly affecting employee
Directors, such as decisions with respect to takeover proposals, compensation arrangements and empleyment 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 myst unavoidably
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participate in 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 summary, when an actual, perceived or potential conflict is idendfied by any person, the following steps should be
taken:

(2) Precisely identify the actual, perceived or potential conflict;

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

(©) If determined to be an actual or potential conflict, develop an appropriate response, including where necessary,
disqualification from voting and discussion, disclosute to the shareholders or other remedial action.

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

SECTION 9
GUIDELINES FOR SPECIAL RISKS
The following sommarizes guidelines with respect to ceriain selective Manager, Director and Otficer risks.

Secutities Law Compliance.

This secdon is intended to be a proactive review of many Managers, Director and Officer responsibilities with regard to
well-known special risks. It is not intended as any sort of expansion of Managers, Dircctors and Officers responsibilides
beyond reasonable prudence.

1. Assignment of Responsibility. The Managers, Directors and Officers should exercise reasonable prudence with
respect to assignment of tesponsibilitics with respect to various secusities law and disclosure issues. For example,
persons possessing familiarity with and sensitivity towards securities law and general disclosure issues should be assigned
the varions responsibilities (subject to a clearly defined time schedule) including preparation, review, cditing, due
diligence confirmation, finalization, printing, filing and distdbution of vatious SEC filings, sharcholder reports and other
disclosuse statements; preparing, reviewing and approving press releases; attending and approving discussions with
securitics analysts; responding to inquiries from the press, stock exchanges or the public; and overall monitoring of
securities law compliance. Where possible, the authorized persons should be knowledgeable both as to the relevant facts
and applicable Jegal requirements and should be a relatively small group of petsons who can provide consistency and
historical knowledge to the process. Regardless of the degree of delegation, Directors, Managers 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. DProtecting Confidential Information. The company should implement and monitor reasonable safeguards to
protect against the misuse of confidential information. Among others, the following matters should be considered.

(2) Policy Statement, The company should distribute to all appropriate Employecs a policy statcment informing the
Employces of their obligation to safeguard information and instructing them not to trade on the baggs of ma“teﬂa]
non-public information.

(b) Limited Access. Confidential information and discussions relating to that information should ;]i'rnited only to
those persons who need to know the information or participate in the discussions. As mo

gdns learn of the
information, the likelihood of leaks, rumors or misuse of that information inctcases.

(c) General Office Procedutes. Documents containing confidential information should be sccurély:maintained by the
appropriate Directots, Managers and Officers not accessible for others to read. Company vigiters or subordinate
Employces should not be given access to offices or other work arcas where the confideigal documents are
accessible. Internal confidentality policies and procedures should be maintained and reviewed periodically.
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(d) Electronic Systems Procedures. The company systems administrators and programmers with local and remote
access to the electronic systems, applications, and files of the company, given their knowledge of such systems,
should establish 2 more detailed subset of the general company security and confidentiality policies for document
files, source code, etc. Reasonable measures should be taken by the Chief Technical Officer to oversee these
policies and procedures which protect the interests of the company; detect leaks, theft, tampering, hacking,
snooping, spoofing, masking, cracking, unauthorized 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 anthorized third parties to ascertain the locations and passwords of those
files for anditing purposes. When draft documents must be distributed electronically to others for
administrative putposes {c.g editing, feedback, typing, printing, storage, etc.), code names and encrypted
passwords may be appropriate to protect the identity of parties to the transaction.

(¢) Confidentiality Agreements, Writtcn agreements with Employees and outside advisors, consultants, outsourcers
and other third parties who reccive confidental 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 requirements,

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

(® Compliance Program. A compliance program typically is designed to ensure that the company makes full and
timely disclosure of matetial information and complies with both well known and less known securides law
repulations. Among other things, these programs define the filing and disclosure requirements and what
information should be provided on a current basis to cermin persons within the company, who act as an
information "clearinghouse" for securitics compliance matters.

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 necessitatc continuing educational procedures, In house training sessions, informational material and
detailed employment procedural manuals should be used to improve the sensitivity and knowledge of all management
level Employees. Managers and Officers should be stronply cnconraged to request guidance from competent legal
counsel if the person is uncertain zbout a specific situation,

2. Proper Documentation. All employment related documents should be periodically reviewed for appropriateness
in light of the then cxisting employment law standards. Procedures for distribution of those documents should also be
pertiodically 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 ptovided to
the Employee concetning the employment sclationship. Performance and behavior deficiencies and disdij

ot criticisms should 2lso be documented. -

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

3.  Grievance Resolution Procedutes. The company should establish and maintain a well-defined, objectve;
confidential and accessible gricvance resolution procedure, which ensures thac Employees can have their pricvances,

dealt with fairly and quickly.
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