
Categorical Standards for Determination of Director Independence 

 

No director qualifies as independent under the New York Stock Exchange (“NYSE”) corporate 

governance rules unless the board of directors affirmatively determines that the director has no material 

relationship with the Company.  The NYSE’s corporate governance rules include several “bright line” 

tests for director independence.  No director who has a direct or indirect relationship that is covered by 

one of those tests qualifies as an independent director.   To assist the board of directors in making 

determinations of independence about relationships individual directors may have that are not covered by 

one of those “bright line” tests, the board of directors has adopted categorical standards for director 

independence that are set forth below. 

 

*    *    *    * 

 

The Board of Directors has determined that the following relationships with the Company, either directly 

or indirectly, will not be considered material relationships for purposes of determining whether a director 

is independent: 

 

 Relationships in the ordinary course of business.  Relationships involving (1) the purchase or 

sale of products or services or (2) lending, deposit, banking or other financial service 

relationships, either by or to the Company or its subsidiaries and involving a director, his or her 

immediate family members, or an organization of which the director or an immediate family 

member is a partner,  greater than 3% shareholder, officer, employee or director if the following 

conditions are satisfied: 

 

o any payments made to, or payments received from, the Company or its subsidiaries in 

any single fiscal year within the last three years do not exceed the greater of (i) $1 million 

or (ii) 2% of such other organization’s consolidated gross revenues; provided that if the 

director is a non-employee director of the Company and a non-employee director or 

greater than 3% shareholder of the other organization, the payments may not exceed the 

greater of (i) $1 million or (ii) 5% of such other organization’s consolidated gross 

revenues; 

o the products and services are provided in the ordinary course of business and on 

substantially the same terms and conditions, including price, as would be available to 

similarly situated customers; 

o the relationship does not involve consulting, legal, investment banking or accounting 

services provided to the Company or its subsidiaries; and 

o any extension of credit was in the ordinary course of business and was made on 

substantially the same terms, including interest rates and collateral, as those prevailing at 

the time for comparable transactions with other similarly situated borrowers; 

 

 Relationships with organizations to which a director is connected solely as a shareholder, 

member or partner.  Any other relationship between the Company or one of its subsidiaries and 

a company (including a limited liability company) or partnership to which a director is connected 



solely as a shareholder, member or partner as long as the director is not a principal shareholder or 

partner of the organization.  For purposes of this categorical standard, a person is a principal 

shareholder of a company if he or she directly or indirectly, or acting in concert with one or more 

persons, owns, controls or has the power to vote more than 10% of any class of voting securities 

of the company.  A person is a principal partner of a partnership if he or she directly or indirectly, 

or acting in concert with one or more persons, owns, controls or has the power to vote a 25% or 

more general partnership interest, or more than a 10% overall partnership interest.  Shares, 

membership interests or partnership interests owned or controlled by a director’s immediate 

family member who shares the director’s home are considered to be held by the director. 

 

 Relationships with organizations, in which the Company owns, directly or indirectly, a 50% 

or greater equity interest, and to which the director is connected solely as a member of the 

organizations board of directors or board of managers.  Any other relationship in which the 

director is connected with an organization, in which the Company owns, directly or indirectly, a 

50% or greater equity interest, solely as a member of the organization’s board of directors or 

board of managers, regardless of the amount of any payments made to, or payments received 

from, the Company or its subsidiaries, in any single fiscal year within the last three years.   

   

 Contributions to charitable organizations.  Contributions made or pledged by the Company, its 

subsidiaries or by any foundation sponsored by or associated with the Company or its subsidiaries 

to a charitable organization of which a director or an immediate family member is an executive 

officer, director, or trustee if the following conditions are satisfied: 

 

o within the preceding three years, the aggregate amount of such contributions during any 

single fiscal year of the charitable organization did not exceed the greater of $1 million or 

2% of the charitable organization’s consolidated gross revenues for that fiscal year 

o the charitable organization is not a family foundation created by the director or an 

immediate family member 

 

For purposes of this categorical standard, contributions made to any charitable organization 

pursuant to a matching gift program maintained by the Company or by its subsidiaries or by any 

foundation sponsored by or associated with the Company or its subsidiaries shall not be included 

in calculating the materiality threshold set forth above. 

 

 Equity relationship.  If the director, or an immediate family member, is an executive officer of 

another organization in which the Company owns an equity interest, and the amount of the 

Company’s interest is less than 10% of the total voting interest in the other organization. 

 

 Stock ownership.  The director is the beneficial owner (as that term is defined under Rule 13d-3 

of the Securities Exchange Act of 1934, as amended) of less than 10% of the Company’s 

outstanding capital stock. 

 



 Other family relationships.  A relationship involves a director’s relative who is not an 

immediate family member of the director. 

 

 Employment relationship.  The director has not been an employee of the Company or any of its 

subsidiaries during the last five years. 

 

 Employment of immediate family members.  No immediate family member of the director is a 

current employee, or has been an executive officer during the last five years, of the Company or 

any of its subsidiaries. 

 

 Relationships with acquired or joint venture entities.  In the last five years, the director has not 

been an executive officer, founder or principal owner of a business organization acquired by the 

Company, or of a firm or entity that was part of a joint venture or partnership including the 

Company. 

 

 Voting arrangements.  The director is not a party to any contract or arrangement with any 

member of the Company’s management regarding the director’s nomination or election to the 

Board, or requiring the director to vote with management on proposals brought before the 

Company’s shareholders. 

 

Definitions of Terms Used in these Categorical Standards 

 

 “immediate family member” includes a person’s spouse, parents, children, siblings, mothers and 

fathers-in-law, sons and daughters-in-law, brothers and sisters-in-law, and anyone (other than 

domestic employees) who shares such person’s home.   

 

 “executive officer” means the president, principal financial officer, principal accounting officer, 

any vice-president in charge of a principal business unit, division or function (such as sales, 

administration or finance) or any other person who performs similar policy-making functions for 

an organization. 

 

 

 


