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CORPORATE GOVERNANCE GUIDELINES
OF STAGE STORES, INC.
March 28, 2007

DESCRIPTION AND PURPOSE

The following Corporate Governance Guidelines (iGeidelines”) have been adopted by the
Board of Directors (the “Board”) of Stage Storex;.I(the “Company”) to assist the Board in the
exercise of its corporate governance responsdslitiThe purpose of the Guidelines is to provide
a structure within which directors and the Compamganagement can monitor the effectiveness
of policy and decision making both at the Board andnagement level, with a view to
enhancing shareholder value over the long terme Ghidelines are intended to be a work in
progress subject to annual review and modificaftiom time to time by the Board.

l. DIRECTOR SELECTION

A. Directorship Qualifications

Nominees for director shall be selected on thesbasbroad experience, wisdom, integrity, the
ability to make independent analytical inquiries, inderstanding of the Company’s business
environment, and a willingness to devote adequiate to Board duties.

The Corporate Governance and Nominating Committedl ¥e responsible for assessing the
appropriate balance of skills and qualificationguieed of directors.

B. Director and Executive Officer Questionnaire

Each candidate for director shall complete and sigrDirector and Executive Officer
Questionnaire in a form deemed appropriate by tbar@® prior to his or her nomination to the
Board. Each director shall no less than annualnmete and sign a Director and Executive
Officer Questionnaire in a form deemed approprimtehe Board. In the event any information
contained on a director's most recent Director &xecutive Officer Questionnaire become
incomplete or inaccurate, it shall be the respolisilof the director to provide complete and
accurate information to the Corporate Governanad [dominating Committee within thirty
days.

C. Selection of Directors

The Board shall be responsible for nominating imtliels for election to the Board and for
filling vacancies on the Board that may occur betmvannual meetings of the shareholders. The
Corporate Governance and Nominating Committee sheall responsible for identifying,
recruiting, and recommending potential candidatesthe Board for directorship. When
formulating its director recommendations, the Coap® Governance and Nominating
Committee shall also consider any advice and recemdaiations offered by the Chief Executive
Officer and any non-committee members of the B@ardvell as any written recommendations
received from the shareholders of the Company.



D. Extending the Invitation to a Potential Director

The invitation to join the Board should be extentdgdhe Board via the Chairman of the Board
and Chief Executive Officer of the Company, togethigh an Independent Director.

E. Director Orientation

An orientation program should be conducted for ritgctors which includes comprehensive
information about the Company’s business and op&stgeneral information about the Board
and its committees, including a summary of direcimmpensation and benefits, and a review of
director duties and responsibilities by the Compmogunsel.

F. Stock Ownership by Directors

In General. The Board believes that directors should be $lwdglers and have a financial stake
in the Company in an amount that a director deeppopriate. While the Board does not
believe it appropriate to specify the level of &tamwnership for individual directors, each
director must develop and maintain a stock positionthe Company with a an original
investment of at least four times the Annual Reta{the “Original Investment”), by the later of
() three years of the date of the Director’s alielection to the Board, or (ii) August 29, 2009.
In determining whether the director has achievesl @riginal Investment, the director can
include (i) a director’s tax basis in any stock@#oed by the director in open market purchases,
and (ii) the amount of any director fees which theector has designated to be used for the
acquisition of restricted stock or deferred stocktaiunder the 2003 Non-Employee Director
Equity Compensation Plan. Directors shall havedhyears from the date of their initial election
to the Board to achieve the Original Investment.

Notice and Compliance. Each director shall promptly and fully (i) compiyth the Company’s
Insider Trading and Reporting Policy, (i) reporl @urchases, sales, pledges and other
transactions in the Company’s securities to the @omg’'s Compliance Officer, and (iii) comply
with any and all reporting requirements imposedrugoectors under the Securities Exchange
Act of 1934, as amended, the Securities Act of 1283amended, and any and all regulations
promulgated by the SEC thereunder.

G. Director Participation on Other Boards

Independent Directors are encouraged to limit tmalver of other boards (excluding non-profit)
on which they serve, taking into account potentimlard attendance, participation and
effectiveness on those boards. Independent Diestoould also advise the Chairman of the
Corporate Governance and Nominating Committee gdaaccepting an invitation to serve on
another board.

H. Director Education

The Board supports and encourages Directors tonelxieeir knowledge in appropriate areas by
attending director education programs or throudgvent publications.



. BOARD LEADERSHIP

A. Selection of Chairman and Chief Executive Office

The Board should be free to choose its Chairmaminway that seems best for the Company at
any given point in time. Therefore, the Board does have a policy, one way or the other, on

whether or not the role of the Chairman and Chieédative Officer should be separate or

combined.

B. Chairman of the Corporate Governance and Nominahg Committee

The Chairman of the Corporate Governance and Ndm@m&ommittee shall be an Independent
Director, shall be appointed by the Independene@aors, and shall be responsible for chairing
meetings of the Corporate Governance and Nomindaliogymittee. The Chairman of the
Corporate Governance and Nominating Committee, thegewith the members of that
Committee, will develop the agendas for the regalaetings of the Corporate Governance and
Nominating Committee and periodically evaluate éhézuidelines and any other Company
corporate governance procedures.

.  BOARD COMPOSITION AND PERFORMANCE

A. Size of the Board

The Board believes that it should generally havdewger than seven and no more than eleven
directors absent a resolution adopted by eithesstfaeholders or the directors or as otherwise
provided in the Company’s Bylaws. The Board badgthat this range permits diversity of
experience without hindering effective discussiomiminishing individual accountability.

B. Percentage of Independent Directors on the Boardvatters of Corporate
Governance

Independent Directors shall constitute a majorftthe Board; provided, that the Company shall
maintain a minimum of three (3) Independent Direxton the Board. Furthermore, no more
than two of the Company’s executive officers mays®n the Board at the same time.

On matters of corporate governance, the Board assudecisions will be made by the
Independent Directors with the advice of the CEieécutive Officer.

C. Board Definition of Independent Director

As used in these Guidelines, "Independent Direategans a member of the Board who does not
have a material relationship with the Company,udeig any of its subsidiaries (either directly
or as a partner, shareholder or officer of an amgdion that has a relationship with the
Company). A director is not independent if::

1. The director is, or has been within the lase¢hyears, an employee of the
Company, or an Immediate Family Member is, or hesnbwithin the last three
years, an Executive Officer of the Company;



2. The director has received, or has an Immediateilly Member who has received,
during any twelve-month period within the last thgears, more than $100,000 in
direct compensation from the Company, other thaectbhr and committee fees
and pension or other forms of deferred compensdtioprior service (provided
such compensation is contingent in any way on naetl service);

3. The director or an Immediate Family Member @ieent partner of a firm that is
the Company’s internal or external auditor; theeclior is a current employee of
such a firm; the director has an Immediate Familgnder who is a current
member of such a firm and who participates in the’$ audit, assurance or tax
compliance (but not tax planning) practice; or tfieector or an Immediate
Family Member was within the last three years (lsuho longer) a partner or
employee of such a firm and personally worked an @ompany’s audit within
that time;

4, The director or an Immediate Family Member ishas been within the last three
years, employed as an Executive Officer of anotoenpany where any of the
Company’s present Executive Officers at the same served on that company’s
compensation committee; or

5. The director is a current employee, or an ImmedFamily Member is a current
Executive Officer, of a company that has made pays®, or received payments
from, the Company for property or services in aroant which, in any of the last
three fiscal years, exceeds the greater of $1 amjllior 2% of such other
company’s consolidated gross revenues. In appliirgtest, both the payments
and the consolidated gross revenues to be meashaficdbe those reported in the
last completed fiscal year. The look-back provisior this test applies solely to
the financial relationship between the Company #red director or Immediate
Family Member’'s current employer; the Company need consider former
employment of the director or Immediate Family M&mb

For purposes of independence, any three year leaagk periods commence on the date the
relationship ceases.

An “Executive Officer” means the Company’s chiefeentive officer, president, principal
financial officer, principal accounting officer (othere is no such accounting officer, the
controller), any vice president of the Companyhiarge of a principal business unit, division or
function (such as sales, administration or finahegly other officer who performs a policy
making function, or any other person who perfornmilar policy-making functions for the
Company.

An “Immediate Family Member” includes a person’®gge, parents, children, siblings, mothers
and fathers-in-law, sons and daughters-in-law, Henst and sisters-in-law, and anyone (other
than domestic employees) who shares such personis.h

For certain functions, such as membership on theng@omy's Audit or Compensation
Committees, more specific independence standards lmeaused in order to comply with



applicable rules and regulations, such as SEC aff8B\or other exchange rules in the case of
the Audit Committee and Section 162(m) of the Imé&rRevenue Code in the case of the
Compensation Committee. In those cases, the tefinof Independent Director shall be set
forth in the respective committee’s charter.

D. Lead Independent Director

The Independent Directors shall appoint a Lead gaddent Director. The Chairman of the
Corporate Governance and Nominating Committee rhay,need not be, appointed the Lead
Independent Director. If the Chairman of the Boaredn Independent Director, there will be no
Lead Independent Director.

The Lead Independent Director shall perform thifaing duties:
. Coordinate the activities of the Independent Does;t

. Provide the Chairman of the Board with input onratges for the
Board and Board committee meetings;

. Coordinate and develop the agenda for, and chagcgive
sessions and other meetings of, the Independeettors;

. Facilitate communications between the ChairmarnefBoard and
the other members of the Board, including commuimgaother
members’ requests to call special meetings of therdd

. Discuss the results of the Chief Executive Offisgoerformance
evaluation with the Chairman of the Compensatiom@ittee;

. Convey to the Chief Executive Officer, togetherhntite Chairman
of the Compensation Committee, the results of thiefExecutive
Officer’'s performance evaluation; and

. Preside at regularly scheduled executive sessiofsthe
Independent Directors.

In performing the duties describe above, the Lemtkpendent Director is expected to consult
with the Chairman of the Corporate Governance amahiNating Committee and the chairmen of
other appropriate Board committees and solicitrtparticipation in order to avoid diluting the
authority or responsibilities of those committeaicmen. Nothing in this Section or elsewhere
in these Guidelines is intended to restrict angator from direct access to the Chief Executive
Officer.

E. Former Chairman/Chief Executive Officer's Board Membership

It is expected that when a Chairman or a Chief Ettee Officer resigns from that position, he
or she will submit his or her resignation from tBeard at the same time. Whether the
individual continues to serve on the Board is atendbr discussion at that time with the new
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Chairman or Chief Executive Officer and the Boar.former Chairman or Chief Executive
Officer serving on the Board will not be considerea Independent Director for purposes of
voting on matters of corporate governance untibheshe meets the definition of Independent
Director set forth in these Guidelines.

F. Directors Who Change Their Present Job Responsiiiy

It is expected that when a director who is als@raployee of the Company resigns or otherwise
relinquishes his or her corporate officer title,dreshe will submit his or her resignation from the
Board at the same time.

It is the sense of the Board that when a non-eng@alrector’s principal occupation or business
association changes substantially from the poshi®or she held when originally invited to join
the Board, the director should tender a letteresignation to the Corporate Governance and
Nominating Committee. The Corporate Governance Idadhinating Committee will review
whether the new occupation, or retirement, of tinectbr is consistent with the specific rationale
for originally selecting that individual and theidelines for directorship. The Board does not
believe that Independent Directors who retire @angje the position they held when they became
a member of the Board should necessarily leaveBtheed. The Corporate Governance and
Nominating Committee will recommend to the Boardiact to be taken regarding the
resignation based on the circumstances of retirgnifethat is the case, or in the case of a new
position, the responsibility and type of positiordandustry involved.

G. Term Limits

The Board does not believe it should establish tenits. While term limits could help ensure

that there are fresh ideas and viewpoints availabline Board, they hold the disadvantage of
losing the contribution of directors who have besie to develop, over a period of time,

increasing insight into the Company and its operatiand, therefore, provide an increasing
contribution to the Board as a whole.

As an alternative to term limits, the Corporate &oance and Nominating Committee, in
conjunction with the Chief Executive Officer, witbrmally review each director’s continuation

on the Board near the conclusion of that directteisn. This will also allow each director the

opportunity to conveniently confirm his or her desio continue as a member of the Board. An
individual director's re-nomination will be depemieupon that director's performance

evaluation, as well as the suitability review coctéd by the Corporate Governance and
Nominating Committee.

H. Retirement Age

It is the sense of the Board that a retirementadgé is appropriate. Therefore, no director who
has reached the age of 75 years shall be nomif@teet-election to the Board.

l. Board Compensation

Directors who are full-time employees of the Compashall not receive any additional
compensation for serving on the Board.



Directors who are not full-time employees of thentpany shall receive compensation plus
expense reimbursement for services rendered aseetali as set forth in Appendix A to these
Guidelines, which may be amended by the Board fiora to time.

As part of a director’s total compensation and teate a direct linkage with the Company’s
performance, the Board believes that a meaningftign of a director's compensation should
be provided and held in common stock or optionpucchase common stock. To that end it
shall be the responsibility of the Corporate Goawege and Nominating Committee to
recommend to the Board alternative forms of dinrec@ompensation which include a stock
purchase (restricted and/or free trading), defersamtk units, stock grant or stock option
component in lieu of cash compensation, with puseharant, exercise prices, restrictions, if
any, and other terms and conditions to be detewnine the Board and set forth either in
Appendix A to these Guidelines or in such othernuient as may be approved by the Board.

It is appropriate for the staff of the Company é&part at least once a year to the Corporate
Governance and Nominating Committee on the stdttiseoCompany’s Board compensation in
relation to the compensation of directors of thenppany’s peer companies.

Changes in Board compensation, if any, should camehe suggestion of the Corporate
Governance and Nominating Committee, but with digcussion and approval by the Board.

J. Executive Sessions of Independent Directors

The Independent Directors of the Board will have tipportunity to meet in Executive Session
in conjunction with each Board Meetingut shall meet no fewer than two times each year.
Executive Sessions will be chaired by the Lead pedelent Director. The format of these
meetings will ordinarily include a discussion witte Chairman and the Chief Executive Officer
on each occasion, as appropriate.

K. Evaluation of the Guidelines and the Board’s Pdormance

With input from the other directors, the Corpor&@evernance and Nominating Committee shall
report annually to the Board on its evaluation bése Guidelines, any other corporate
governance policies, and the overall performancéhefBoard and any and all related party
transactions (transactions involving the Compang any officer, director, employee or their
affiliates and immediate families). Its evaluatiill be discussed with the full Board. With
respect to the Board, the evaluation should beeBoard’s overall performance as a whole and
should specifically review areas in which the Boamad/or management believes a better
contribution could be made. The purpose of theluat@mn is to increase the corporate
governance effectiveness of the Board, not to tamgeividual directors. The Corporate
Governance and Nominating Committee shall be resptenfor establishing the evaluation
criteria and implementing the process for the ahavaluation.

L. Board Interaction with Third Parties

The Board believes that management should genesadigk for the Company. While the Board
suggests that each director refer all inquiriesnfrimstitutional investors, analysts, the press,
customers of the Company and other third partiesdanagement, individual directors may, from
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time to time and at the request of management, meetherwise communicate with various
constituencies that are involved with the Compaliyomments from the Board are appropriate,
they should, in most circumstances, come from tha@an or the Lead Independent Director.

M. Attendance at Board, Committee and Annual Meetigs

It is expected that directors will attend a minimwin75% of the aggregate of (a) the total
number of meetings of the Board (held during theogfor which he or she has been a director)
and (b) the total number of meetings held by athoottees of the Board on which he or she
served (during the periods that he or she servéids the Board’s policy that directors should
attend the Company’s annual meeting of shareholl®ssnt exceptional cause.

V. BOARD RELATIONSHIP TO SENIOR MANAGEMENT

A. Reqular Attendance of Non-Directors at Board MeBngs

The Board welcomes the regular attendance at eaahdBneeting of non-directors who are in
the most senior management positions of the Compdablyould the Chairman or the Chief
Executive Officer want to add additional peopleattendees on a regular basis, it is expected
that this suggestion would be made to the Boarddaroncurrence.

B. Board Access to Senior Management

Directors shall have complete access to the Compaenior management. It is assumed that
directors will use sound business judgment to bie shat any contact is not distracting to the
business operation of the Company and that anyacgrit in writing, be copied to the Chairman
of the Board or Chief Executive Officer, as appraig.

Furthermore, the Board encourages managementam, fime to time, bring managers into
Board meetings who: (a) can provide additionaiginisinto the items being discussed because
of personal involvement in these areas, and/oarf®)managers with future potential that the
senior management believes should be given exptstine Board.

V. BOARD MEETING PROCEDURES

A. Frequency of Meetings

There shall be not less than four regularly schediuheetings of the Board each year. A
substantial portion of one of these meetings sballdevoted to the discussion of long-term
strategic planning and other issues, which mayeamne or more Board meetings to be more
than one day in length.

B. Agenda and Master Calendar for Board Meetings

The Chairman of the Board, in consultation with tlead Independent Director and the Chief
Executive Officer, shall establish the agenda tmheBoard meeting and provide a written copy
to the entire Board prior to the meeting. At thegibning of each fiscal year, they shall also
establish a Master Calendar. The Master Caleriddr set forth a general agenda of items to be



considered by the Board at each of its specifiedtings (to the degree these can be foreseen).
Upon completion, a copy of the Master Calendar|shal provided to each director. Each
director shall be free to suggest inclusion of geom the Master Calendar and any other Board
agenda as well as be free to raise at any Boardingesibjects that are not specifically on the
agenda for that meeting.

C. Board Materials Distributed in Advance

Information and data that is important to the B&arthderstanding of the Company’s business
will be distributed in writing to the Board suffemtly in advance of the Board meeting to allow
for meaningful review before the meeting. Infotima submitted to the directors should be
relevant, concise (but complete and timely), wefjamized, supported by any background or
historical data necessary to place information ontext, and designed to inform directors of
material aspects of the Company’s business, pedocsand prospects.

D. Board Presentations

As a general rule, presentations on specific stdbguwould be sent to the directors in advance so
that Board meeting time may be conserved and dsmugime focused on questions that the
Board has about the material. On those occasiondich the subject matter is too sensitive to
put on paper, the presentation will be discuss¢ldeameeting.

VI.  COMMITTEE MATTERS

A. Number, Structure and Independence of Committees

From time to time, the Board may want to form a m®mmittee or disband a current committee
depending upon the circumstances. However, atmamm, the Company shall have an Audit
Committee, a Compensation Committee and a Corpo@deernance and Nominating
Committee, each of which shall be composed entioéllndependent Directors. The duties of
each committee shall be outlined in the committebarter.

B. Assignment and Rotation of Committee Members

The Corporate Governance and Nominating Committedl e responsible, after consultation

with the Chief Executive Officer and the Chairmdrtlee Board and with consideration of the

desires of individual directors, for recommendiagdhe Board the appointment of (i) directors to
various Board committees and (ii) chairmen of theous Board committees. After reviewing

the recommendations of the Corporate GovernancéNantinating Committee, the Board shall

be responsible for appointing directors to the Boaymmittees and the chairmen of the Board
committees.

The Corporate Governance and Nominating Committel sinnually review the committee

assignments and shall consider the rotation ofretea and members with a view toward
balancing the benefits derived from continuity agaithe benefits derived from the diversity of
experience and viewpoints of the various directord/ith regard to the Chairman of the

Corporate Governance and Nominating Committee,dgbaition shall rotate at least once every
three years.



C. Frequency and Length of Committee Meetings

The Chairman of each committee, in consultatio witmmittee members, shall determine the
frequency and length of the committee meetings.

D. Committee Agenda and Master Calendar

The Chairman of each committee, in consultationhwibe appropriate members of the
committee and management, shall establish an adendach committee meeting and provide a
copy to each committee member prior to the meetiigthe beginning of each fiscal year, each
committee shall also establish a Master Calend&e Master Calendar shall set forth a general
agenda of items to be considered by the committesaeh of its specified meetings for the
ensuing year (to the degree these can be foresed&ijon completion, a copy of each
committee’s Master Calendar shall also be provimeeach director. Each committee member
shall be free to suggest the inclusion of itemshencommittee’s Master Calendar and any other
committee agenda as well as be free to raise attammittee meetings subjects that are not
specifically on the agenda for that meeting.

VIl. COMPENSATION OBJECTIVES AND PRINCIPLES
The objectives of the Company’s compensation pragaee as follows:

 to enable us to recruit, motivate and retain thecative talent required to
successfully manage and grow our business andhiewecour short and long-term
business objectives;

* to maximize the long-term commitment of our exegrtofficers to our success by
providing compensation elements that align theierests and our shareholders in
that the compensation elements are directly relaedur stock performance and
other financial metrics that the Committee belieudgtience the creation of long-
term shareholder value; and

» to reward our executive officers upon the achievanod short-term and long-term
business objectives and enhanced shareholder value.

The principles of the Company’s compensation prnogaae as follows:

 Compensation arrangements shall emphasize payeféormance and encourage
retention of those executive officers who enhaheeGompany’s performance;

» Compensation arrangements shall promote ownershifhpeo Company’s stock to
align the interests of executive officers and shalders;

 Compensation arrangements shall maintain an apptepbalance between base
salary and annual and long-term incentive compensat

* In approving compensation, the recent compensaistory of the executive officer,
including special or unusual compensation paymemtd,all forms of compensation
to which the executive officer may be entitled,|lsha taken into consideration using
tally sheets or other comparable tools the CompEmsaCommittee deems
appropriate;
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* Cash incentive compensation plans for executivace shall link pay to
achievement of goals set in advance by the Compengaommittee;

* The Compensation Committee shall set annual angiterm performance goals for
the Chief Executive Officer and evaluate his or performance against those goals
and the performance of the Company’s Peer Group;

* In the event minimum thresholds for annual and {targy performance goals are not
met, incentive compensation related to those ggia not be paid;

* The compensation of the Chief Executive Officer atiter executive officers shall be
recommended to the Board for final approval by ®empensation Committee
comprised solely of Independent Directors;

* The Chief Executive Officer may not be present myrdeliberations and voting
regarding his or her compensation. While the Chiefcutive Officer may be present
during deliberations and voting on the other exgeubfficers’ compensation, the
Chief Executive Officer makes recommendations, Hoes not vote on their
compensation;

 The Committee shall meet at least once each yeaxagutive session, without the
Chief Executive Officer; and

* It is the policy of the Board that the Company dHomot reprice or swap stock
options granted to executive officers, Directord amployees.

VIll. LEADERSHIP DEVELOPMENT

A. Formal Evaluation of the Chairman and Chief Execitive Officer

The Board, with input from the Chief Executive ©@#r and the Compensation Committee, shall
annually establish the performance criteria (inglgdoth long-term and short-term goals) to be
considered in connection with the Chief Executivifid®r's annual performance evaluation.
Each year, the Chief Executive Officer shall makerasentation to the Board or furnish a
written report to the Board indicating his or heogress against the established performance
criteria. Thereafter, with the Chief Executive 08 absent, the Board shall meet in Executive
Session to review the Chief Executive Officer'sfpanance. The results of the review and
performance evaluation shall be communicated toGhef Executive Officer by the Lead
Independent Director and the Chairman of the Corsggzn Committee.

B. Succession Planning

The Corporate Governance and Nominating Committaé smmake an annual report to the Board
on emergency as well as expected Chief Executiiecegdfsuccession planning. The entire
Board shall work with the Corporate Governance &mminating Committee to evaluate
potential successors to the Chief Executive OfficEhe Chief Executive Officer shall provide
the Corporate Governance and Nominating Committéle kis or her recommendations and
evaluations of potential successors, along witevéerv of any development plans recommended
for such individuals.
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The Chief Executive Officer shall prepare and dsiie to the Board an annual report on
succession planning for all other executive officef the Company and an organizational chart.
In addition, the Chief Executive Officer shall paep, on a continuing basis, a short-term
succession plan which delineates a temporary d@begaf authority to certain officers of the
Company, if all or a portion of the executive o#fis should unexpectedly become unable to
perform their duties. The short-term successi@m @hall be in effect until the Board has the
opportunity to consider the situation and takeamgtivhen necessary.

C. Management Development

There should be an annual report to the Board &yCthef Executive Officer on the Company’s
program for management development. This repantilshbe given to the Board at the same
time as the succession planning report noted puslyjo The Board shall determine that a
satisfactory system is in effect for education, elegment, and orderly succession of
management throughout the Company.

IX. INTERPRETATION

In cases where the Chairman of the Board and thief &xecutive Officer are the same
individual, or where the Chairman of the Board #mel Lead Independent Director are the same
individual, procedures calling for consultationcmmmunications between those positions need
not be followed.

X. RELATED PARTY, OTHER MATERIAL TRANSACTIONS AND L OANS

A. Related Party Transactions

No officer, director, or employee of the Companyaay of its affiliate or subsidiary companies
(collectively, the “Companies”) shall enter intoyaagreement, arrangement or contract with any
person or entity pursuant to which any of the ComgEmay be obligated to:

0] pay any money to a “Related Party,” or

(i) assign or lease any property belonging to afiythe Companies to a
Related Party, or

(i) allow any Related Party to use any propersglonging to any of the
Companies

if the aggregate fair market value of any moniesl ja the Related Party and the property
assigned or leased to or used by the Related Radgeds Five Thousand Dollars ($5,000),
without the express, prior, written approval of Beard. As used in these Guidelines, “Related
Party” includes:

(1) any person who is an officer, director or enyagle of any of the
Companies (each, an “Insider”); and
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(i) any person who is a child, stepchild, parent, stepmt, spouse, sibling, mother-
in-law, father-in-law, son-in-law, daughter-in-ladwyrother-in-law, or sister-in-
law of a director, executive officer for nominee fdirector, and any person
(other than a tenant or employee) sharing the hmldeof such director,
executive officer or nominee for directéeach, a “Related Party Immediate
Family Member”); and

(i)  any entity for which an Insider or Related rBalmmediate Family
Member is an attorney, broker, commissioned salgsnta director,
manager, officer, partner or profits participamigla

(iv)  any entity in which an Insider or Related Rdrimediate Family Member
has beneficial ownership of five percent (5%) orrenof the voting
securities of the entity.

Notwithstanding anything to the contrary in thi<tan, if required by the SEC, NYSE, or other
regulatory authority, any transaction between thenany and a Related Party, regardless of the
amount involved, shall be approved by the Audit Gottee.

B. Other Material Transactions

No officer, director, or employee of the Comparskall enter into any agreement, arrangement
or contract with any person or entity or authoragy transaction which the Company may be
required to disclose to the SEC unless the agregnagrangement, contract or transaction
previously has been approved by the Board.

C. Loans to Directors, Executive Officers and Theilmmediate Family Members

The Company shall not, directly or indirectly, imding through any subsidiary, extend or
maintain credit, arrange for or guarantee the exdenof credit, or renew an extension of credit,
in the form of a personal loan to or for any dicgctExecutive Officer, or Immediate Family
Member of any director or Executive Officer.

D. Loans to Employees Other Than Directors, Execuie Officers and Their
Immediate Family Members

Loans to Employees who are not directors, Execdffeers, or Immediate Family Members of
directors and Executive Officers shall be madetiittscompliance with the Company’s Loan
Policy, as it may be amended from time to timehzyBoard

Xl.  COMMUNICATIONS BETWEEN SHAREHOLDERS AND THE BOA RD

Shareholders and other interested parties maywattdn communications to the Board and, if
applicable, to specified individual directors, byaiim facsimile or courier to the Company’s
principal executive offices. All correspondenceeiged by the Company will be relayed to the
Board or, if applicable, to the individual director
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APPENDIX A

DIRECTOR COMPENSATION
(As of February 1, 2008)

Directors of the Company who are not full-time eaygles of the Company shall receive the
following compensation:

1. Annual Retainer. Directors shall receive a $40,000 Annual Retaimérich shall be earned
and paid pro rata over their term at the beginrohggach month. The Annual Retainer is
intended to compensate the Director for attendeaatceegularly scheduled quarterly Board
meetings as well as consultation and patrticipaitioteleconference meetings held for periodic
Board updates.

2. Lead Independent Director Retainer In addition to the Annual Retainer to which all

Directors are entitled, the Lead Independent Darecthall also receive a $70,000 Lead
Independent Director Retainer, which shall be edarel paid pro rata over his or her term at the
beginning of each month. The Lead IndependentciireRetainer is intended to compensate
the Lead Independent Director for the additiondleuset forth in these Guidelines.

3. Special BoardMeeting Fee. Directors shall receive a Special Board Meetieg Bf $1,500
per meeting for their preparation and attendancgpatial meetings of the Board (may be by
teleconference) called for the purpose of spedftitons by the Board (consents, resolutions,
etc.) and held at times other than in conjunctiotih wegular quarterly meetings of the Board.
No additional meeting fee is to be paid for attera#aat regular quarterly board meetings.

4. Committee Meeting Fees Directors shall receive (a) a Regular Committee tiigeFee of
$1,000 per meeting for their preparation and atiend at regular quarterly meetings of the
Committees on which they serve, and (b) a Spec@hi@ittee Meeting Fee of $1,000 per
meeting for (i) their preparation and attendance Catmmittee meetings (may be by
teleconference) called for the purpose of speddutions by their Committees (consents,
resolutions, etc.) and held at times other thaocoimunction with regular quarterly meetings of
their Committees, and (ii) their preparation anteradance at “ad hoc” Board Committee
assignments held at times other than in conjunciwith regular quarterly meetings of their
Committees or the Board.

5. Committee Chairman _Fees. The Chairman of the Audit Committee shall receave
Committee Chairman Fee of $15,000 per year andChairmen of the Compensation and
Corporate Governance and Nominating Committeed sd@dive a Committee Chairman Fee of
$10,000 per year. The Committee Chairman Fee slakarned and paid pro rata over the
Chairman’s term at the beginning of each month.

6. Stock Options and Restricted Stock Grants

Initial Grant . Upon a Director’s initial election to the Boarthe Director will be
granted, at the Director’s election, either (axktoptions to purchase the Company’s common
stock, or (b) restricted shares of the Companytaroon stock, in either case valued at $50,000
based on a Net Present Value (the “Initial GranThe exercise price and the share price used in

-14-



granting stock options and the share price useptanting restricted shares shall be equal to the
closing price of the Company’s common stock ondhte the Director is elected to the Board.
The Initial Grant will vest 25% per year over foygars from the date of grant and if stock
options are granted, they will expire if not exsed within seven years from the date of grant.

Reelection Grant Upon a Director’'s reelection to the Board, theebior will be
granted restricted shares of the Company’s comnmek sralued at $100,000 based on a Net
Present Value (the “Reelection Grant”). The shateepused in granting the restricted shares
shall be equal to the closing price of the Compam@mmon stock on the date the Director is
reelected to the Board. The Reelection Grantwedit, on a cliff basis, three years from the date
of grant.

Forfeiture of Grants. A Director will forfeit any unvested Initial Gra@ind Reelection
Grants if the Director ceases to be a Directongtteme prior to their vesting date other than due
to (i) the fact that the Director’'s age prohibite Director from serving as a Director, (ii) death,
or (iii) permanent disability (as determined by tBeard), at which time the unvested Initial
Grant and Reelection Grants will fully vest.

7. Reimbursement of ExpensesDirectors shall be reimbursed for actual experiseg incur
while attending, or otherwise participating in, Bdbaneetings, Board Committee meetings and
“ad hoc” committee assignments.

8. Election Concerning Receipt of Certain Compeng@n. Under the Company’s 2003 Non-
Employee Director Equity Compensation Plan (theafP), a Director may elect to receive the
Annual Retainer, the Lead Independent Director iRetathe Committee Chairman Fee and
such other compensation as the Board may deem @pgiey as the case may be, either (a) in
restricted stock, deferred stock units, cash, oorabination of restricted stock, deferred stock
units and cash at the time that such compensatiearned, or (b) in cash or restricted stock at a
later date. Any issuance of restricted stocken bf cash will be made by the Company on such
terms and conditions as the Board may establishanly event, in order to receive restricted
stock, a Director must, at a minimum, (a) notifg tGompany of his or her current election to
receive restricted stock by executing an applic&etion Form, and (b) execute a Shareholder
Agreement by which the Director agrees not to @ell of the restricted stock until the Director
leaves the Board. Any restricted stock certifidasaed to a Director in lieu of cash shall bear
restrictive legends consistent with the terms aoddtions established by the Board for the
issuance of the restricted stock as well as suielraestrictive legends as may be required by
law or SEC regulation and shall be in a form sulistly as follows:

The Shares represented by this Certificate have ndieen registered under
the United States Securities Act of 1933 (the “Ac)’ and are “restricted
securities” as that term is defined in Rule 144 uner the Act. The Shares
may not be offered for sale, sold or otherwise tragferred except pursuant to
an effective registration statement under the Act,or pursuant to an
exemption from registration under the Act, the avalability of which is to be
established to the satisfaction of the Company. laddition, the rights and
obligations of the holder of this Certificate, andthe ability of the holder to
transfer the Shares represented by this Certificateare subject to the terms
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and conditions of a Shareholder Agreement, a copyf ahich can be obtained
from the Company upon written request.

The amount of any Director fees which the Diredtas designated to be used for the acquisition
of restricted stock or deferred stock units undier Plan shall be credited toward the Director’s
obligation to develop and maintain a stock positothe Company with an original investment
of at least four times the Annual retainer by theed of (i) three years of the date of the
Director’s initial election to the Board, or (ii))uust 29, 20009.
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