
CORPORATE GOVERNANCE 
  

Director Independence 
  

We employ the NASDAQ Stock Market’s standards for determining the independence of directors.  Under 
these standards, an independent director means a person other than an executive officer or one of our team members 
or any other individual having a relationship which, in the opinion of the Board, would interfere with the exercise of 
independent judgment in carrying out the responsibilities of a director. 
  

For purposes of the NASDAQ Stock Market’s independence standards, the term “family member” means a 
person’s spouse, parents, children, and siblings, whether by blood, marriage, or adoption, or anyone residing in such 
person’s home. 
  

The Board has assessed the independence of each non-employee director under the NASDAQ Stock 
Market’s independence standards set forth above and believes that Messrs. Jay Alan Dusenberry, Philip Friedman, 
Joseph M. Nowicki and Gregory J. Stevens qualify as independent directors.  In making this determination, our 
Board has concluded that none of the independent directors has a relationship that, in the opinion of our Board, 
would interfere with the exercise of independent judgment in carrying out the responsibilities of a director.  The 
other directors would not qualify as independent due to their employment by us or due to their receipt of certain fees 
or compensation from us. 
  

Board Meetings 
  

During 2015, our Board of Directors held a total of five meetings. During 2015, each director attended at 
least 75.0% of the total number of meetings of our Board and its committees on which he then served, except 
Gregory Stevens, who attended more than 60.0% of the total number of meetings of our Board and its committees 
on which he served.  
  

Board Committees 
  

Our Board has, and appoints members to, two standing committees: the Audit Committee and the 
Compensation Committee. The membership of these committees, as of April 11, 2016, was as follows: 

  

Audit Committee   Compensation Committee

      

Jay Alan Dusenberry  
Philip Friedman  
Joseph M. Nowicki*   

Jay Alan Dusenberry* 
Philip Friedman 
Gregory J. Stevens 

  
_______________ 
*Committee chairman 
  

Each of these committees has a written charter that has been approved by our Board and is available on our 
website, at http://www.diversifiedrestaurantholdings.com/about-us/governance-documents/default.aspx.  
  

Audit Committee 
  



Our Audit Committee is solely responsible for appointing and reviewing fee arrangements with our 
independent accountants and approving any non-audit services by our independent accountants.  Our Audit 
Committee reviews and monitors our internal accounting procedures and reviews the scope and results of the annual 
audit and other services provided by our independent accountants.  The Audit Committee is also responsible for 
overseeing our compliance with legal and regulatory requirements, including our disclosure controls and procedures. 
Our Audit Committee currently consists of Messrs. Joseph M. Nowicki, Jay Alan Dusenberry, and Philip Friedman. 
 Our Board has determined that each of the members of the Audit Committee meets the criteria for independence 
under the standards of the NASDAQ Stock Market. 

   
We believe that each of the members of the Audit Committee is financially sophisticated and is able to read 

and understand our consolidated financial statements.  The Audit Committee met nine times during 2015. Our Board 
has determined that Mr. Nowicki is an audit committee financial expert as defined in Item 401 of Regulation S-K.  
  

Compensation Committee 
  

Our Compensation Committee is primarily responsible for reviewing and approving the compensation and 
benefits of our executive officers, evaluating the performance and compensation of our executive officers in light of 
our corporate goals and objectives, and making recommendations to our Board regarding these matters. Our 
Compensation Committee currently consists of Messrs. Jay Alan Dusenberry, Gregory J. Stevens, and Philip 
Friedman.  The Compensation Committee met three times during 2015. 
  

The Compensation Committee’s responsibilities and authority include: 

  
● reviewing and approving the goals and objectives relating to the compensation of our executive 

officers, and evaluating their performance; 

  
● determining, or recommending to our Board for determination, all elements of compensation for our 

executive officers; 

  ● reviewing compensation and guidelines for directors’ ownership of our stock; 

  
● reviewing the Company’s incentive compensation arrangements to determine whether they 

encourage excessive risk-taking; 

  
● considering the results of the most recent advisory vote of the stockholders on executive 

compensation in making compensation determinations and recommendations; 

  ● recommending or making changes in compensation for directors; 

  
● administering and making awards under our stock-based incentive plans for directors, officers and 

employees, to the extent provided for in the plans; and 

  

● sole discretion in retaining or obtaining the advice of a compensation consultant, legal counsel or 
other adviser (each, a “Compensation Adviser”), and the direct responsibility for the appointment, 
compensation and oversight of the work of any Compensation Adviser it retains. 
 

The Compensation Committee has the authority to delegate appropriate matters to subcommittees as the 
Compensation Committee may determine in its discretion. The Compensation Committee retained Lockton 
Companies as its compensation consultant during fiscal year 2015 to assist it in establishing market competitive 
compensation packages for its officers, vice presidents, directors and non-employee members of the Board of 
Directors.  

  

Disclosure Controls, Governance, and Nominating Functions 
  

The Board has determined that the governance and disclosure control functions are best suited to 
participation of the full Board. These functions are to: (i) ensure that all disclosures made by the Company to its 



stockholders or the investment community fairly present the Company’s financial condition and the results of 
operations in all material respects and such disclosures are accurate, complete, and timely made as required by 
applicable laws and any applicable stock exchange requirements; and (ii) advise and make recommendations to the 
Board with respect to corporate governance principles and practices.  
  

The Board has also adopted resolutions authorizing and directing the independent members of the Board, to 
recommend qualified candidates to the Board for election as directors of the Company, including the slate of 
directors that the Board proposes for election by stockholders at the annual meetings and candidates to fill vacancies 
occurring between annual meetings. 
  

The independent directors use an informal process to identify potential candidates for nomination as 
directors. Candidates for nomination have been recommended by an executive officer or director and considered by 
the independent directors and the Board. Generally, candidates have been persons who have been known to one or 
more of our Board members. The independent directors have not adopted specific minimum qualifications that they 
believe must be met by a person they recommend for nomination as a director. In evaluating candidates for 
nomination, the independent directors will consider the factors they believe to be appropriate. These factors would 
generally include the candidate’s personal and professional integrity, business judgment, relevant experience and 
skills, and potential to be an effective director in conjunction with the rest of our Board in collectively serving the 
long-term interests of our stockholders. We do not have a specific policy relating to the consideration of diversity in 
identifying director candidates. However, the independent directors consider the diversity of our Board when 
identifying director candidates. The amount of consideration given to diversity varies with the independent 
directors’ determination of whether we would benefit from expanding the Board’s diversity in a particular area. We 
believe this policy has been effective in identifying candidates with the diverse business experience necessary to 
lead our growing Company. 
   

Although the independent directors have the authority to retain a search firm to assist it in identifying 
director candidates, there has, to date, been no need to employ a search firm. The Board does not evaluate potential 
nominees for director differently based on whether they are recommended by a stockholder. 
  

To nominate a candidate for election to the Board of Directors, a stockholder of record must (i) provide a 
written notice of nomination to the Secretary of the Company, not less than ninety (90) days nor more than one 
hundred and twenty (120) days prior to the first anniversary of the date of the prior year’s annual meeting of 
stockholders, or (ii) in the case of the nomination of a person for election to the Board of Directors at a special 
meeting of stockholders, no earlier than one hundred and twenty (120) days prior to and no less than the later of (a) 
ninety (90) days prior to such special meeting or (b) the tenth day following the day on which the notice of such 
special meeting, with certain limited exceptions spelled out in the bylaws. The notice of nomination must set forth 
(i) the name and record address of the stockholder proposing to make nominations, as they appear on the Company’s 
books, (ii) the class and number of shares of stock held of record and beneficially owned by such stockholder and/or 
such beneficial owner, (iii) a representation that the stockholder is a holder of record of stock of the Company 
entitled to vote at the meeting and intends to appear in person or by proxy at the meeting to propose such 
nomination, (iv) all information regarding each stockholder nominee that would be required to be set forth in a 
definitive proxy statement filed with the Securities and Exchange Commission pursuant to Section 14 of the 
Exchange Act, and the written consent of each stockholder nominee to being named in a proxy statement as a 
nominee and to serve if elected, and (v) all other information that would be required to be filed with the Securities 
and Exchange Commission if the person proposing such nominations were a participant in a solicitation subject to 
Section 14 of the Exchange Act. The Company may require any stockholder nominee to furnish such other 
information as it may reasonably require in order to determine the eligibility of the stockholder nominee to serve as 



a director of the Company. The person presiding over the meeting may, if the facts warrant, disregard any proposed 
nomination of a stockholder nominee that was not made in accordance with the foregoing procedures. 
  

Board Leadership Structure 
  

Our Board is led by T. Michael Ansley, our Chairman of the Board, President and Chief Executive Officer. 
The decision as to who should serve as Chairman of the Board, and who should serve as Chief Executive Officer, 
and whether those offices should be combined or separate, is properly the responsibility of our Board. The members 
of our Board possess considerable experience and unique knowledge of the challenges and opportunities we face 
and are in the best position to evaluate our needs and how best to organize the capabilities of directors and senior 
officers to meet those needs. The Board believes that the most effective leadership structure for us, at this time, is for 
Mr. Ansley to serve as both Chairman of the Board and Chief Executive Officer. 
  

Mr. Ansley was our founding President and Chief Executive Officer and has been our Chairman of the 
Board and Chief Executive Officer since our inception.  As such, the Board believes that he is uniquely qualified 
through his experience and expertise to be the person who generally sets the agenda for, and leads discussions of, 
strategic issues for our Board.  Mr. Ansley was one of the key individuals behind our formation and his leadership 
was instrumental in the drafting and implementation of our strategic plan, as well as our mission and vision 
statements.  Mr. Ansley’s leadership, in both his Chairman of the Board and Chief Executive Officer roles, 
continues to ensure that we remain dedicated to and focused on our mission. Our Board believes that his dedication 
and focus is particularly important to ensure that we continue to differentiate ourselves from our competition, 
keeping us well poised for future market expansion. Our Board believes that we and our stockholders can be best 
served by leaving these roles combined. 
  

Our Bylaws authorize our Board to establish an executive committee that may act on behalf of the Board in 
all matters except the declaration of dividends or undertaking major change transactions such as a merger or sale of 
substantially all of the assets of the Company.  However, at this time, our Board has not designated an executive 
committee.  Instead, our Board accomplishes most of its corporate governance role, including new director and 
succession planning, either acting as an entire Board or, as appropriate, through its Audit Committee and 
Compensation Committee, which are chartered to undertake significant activities as described above.  The Board 
does not have a lead independent director and does not believe that designating a lead independent director would be 
necessary or helpful at this time. 
   

Board Role in Risk Oversight 
  

Our Board oversees our risk management in cooperation with the Company’s management.  The Board and 
management regularly assess and communicate regarding risks confronting the Company, including transaction-
specific risks, macroeconomic trends, industry developments, and risk factors unique to our business.  The members 
of the Audit Committee also discuss various financial reporting and accounting risk factors with our external 
accounting and consulting firm, Plante Moran, PLLC. 
  

Communications with the Board 
  

Our Board believes full and open communication between stockholders and members of our Board is in our 
best interest and the best interests of our stockholders.  Stockholders can contact any director or committee of the 
Board by writing to the Chairman of the Audit Committee, 27680 Franklin Road, Southfield, Michigan 48034.  The 



Chairman of the Audit Committee will determine the extent to which such stockholder communications should be 
disseminated to other members and will address the communication with the inquiring stockholders as appropriate.  
  

Director Attendance at the Annual Meeting 
  

Our Board does not have a policy requiring directors to attend annual meetings of stockholders.  However, 
we believe the Annual Meeting provides an opportunity for stockholders to communicate with directors and have 
requested that all directors make every effort to attend the Company’s Annual Meeting.  We make every effort to 
schedule our Annual Meeting at a time and date to maximize attendance by directors, taking into account the 
directors’ schedules. All of the Board members attended our 2015 Annual Meeting. 
  

Code of Business Conduct and Ethics 
  

We have adopted a corporate code of ethics.  We believe our code of ethics is reasonably designed to deter 
wrongdoing and promote honest and ethical conduct; provide full, fair, accurate, timely and understandable 
disclosure in public reports; comply with applicable laws; ensure prompt internal reporting of code violations; and 
provide accountability for adherence to the code.  A copy of our corporate code of ethics may be obtained, without 
charge, upon written request to: Secretary, 27680 Franklin Road, Southfield, Michigan 48034.  The code of ethics 
may be reviewed on our website at http://www.diversifiedrestaurantholdings.com/about-us/governance-
documents/default.aspx. In addition, we intend to post on our website all disclosures that are required by law or 
Nasdaq listing standards concerning any amendments to, or waivers from, any provision of the code.  
  
 
 
 
 Compensation Committee Interlocks and Insider Participation  
 

Messrs. Dusenberry, Friedman and Stevens are the members of the Compensation Committee of the Board 
of Directors of the Company. None of such individuals is an officer of the Company. There are no compensation 
committee interlocks involving executive officers of the Company. 

 

Updated May 17, 2016 
ANNARBOR 39533-30 210778v1 


