
 

 
 

 

 
CORPORATE GOVERNANCE GUIDELINES ON DIRECTOR INDEPENDENCE 
Adopted December 11, 2008 
 
It is the policy of the Board of Directors that a majority of directors be “independent” as that 
term is defined by the Listing Standards of the New York Stock Exchange (“NYSE”). In order 
to qualify as “independent” under the NYSE Listing Standards: 
 

(i)  the Board of Directors must affirmatively determine that a director has no 
material relationship with the listed company (either directly or as a partner, 
shareholder or officer of an organization that has a relationship with the listed 
company), other than being a director of the Company; and  

 
(ii) neither the director, nor any member of the director’s immediate family (as 

defined below), may have any of the disqualifying relationships set forth in 
Section 303A.02(b) of the NYSE Listed Company Manual. 

 
In accordance with the NYSE Listing Standards, material relationships can include, but are 
not limited to, commercial, industrial, banking, consulting, legal, accounting, charitable and 
family relationships.  Where a director has such a relationship, or the company employing 
the director has such a relationship, with Chesapeake or any of its subsidiaries, the Board of 
Directors has adopted for purposes of the application of clause (i) above the following 
categorical standards to determine whether the director’s relationship with the listed 
company is “material”:   
 
• Commercial Relationships.  A director of Chesapeake who is associated with another 

company that has a commercial relationship with Chesapeake or any of its subsidiaries 
will not be deemed to have a material relationship with Chesapeake unless: 

 
(i) the director is an executive officer of the other company or the director, alone or 

in combination with members of the director’s immediate family, owns in excess 
of a 10% equity interest in the other company; and  

 
(ii) either: 

 
a. total sales to (other than sales in the ordinary course of business at 

published rates), or purchases from, the other company by Chesapeake and 
its subsidiaries in any of the other company’s last three fiscal years 
exceeded (i) 3% of such other company’s consolidated revenues, if the other 
company’s consolidated revenues were less than $20 million, or (ii) the 
greater of (x) $600,000 and (y) 2% of the other company’s consolidated 
revenues, if the entity’s consolidated revenues were equal to or greater than 
$20 million; or  

 
b. any of the commercial transactions between the other company and 

Chesapeake or any of its subsidiaries within the preceding three fiscal years 
were not entered into on an arm’s length basis.  



 
 

 
 
 

 
• Banking Relationships.  A director of Chesapeake who is associated with a bank or 

other financial institution that provides loans or other financial services to Chesapeake or 
any of its subsidiaries will not be deemed to have a material relationship with 
Chesapeake unless: 

 
(i) the director is an executive officer of the bank or other financial institution or the 

director, alone or in combination with members of the director’s immediate 
family, owns in excess of a 10% equity interest in the bank or other financial 
institution; and  

 
(ii) either: 

 
a. the average outstanding balance on loans from the bank or other financial 

institution to Chesapeake and its subsidiaries in any of the bank’s or other 
financial institution’s last three fiscal years exceeded 3% of the outstanding 
loans of the bank or other financial institution as of the end of that fiscal year; 
or  

 
b. total payments by Chesapeake and its subsidiaries to the bank or other 

financial institution for services in any of the bank’s or other financial 
institution’s last three fiscal years exceeded (i) 3% of the bank’s or other 
financial institution’s consolidated revenues, if its consolidated revenues 
were less than $20 million, or (ii) the greater of (x) $600,000 and (y) 2% of 
the bank’s or other financial institution’s consolidated revenues, if its 
consolidated revenues were equal to or greater than $20 million. 
 

• Legal Relationships.  A director of Chesapeake who is an attorney will not be deemed 
independent if, in any of Chesapeake’s preceding three fiscal years, Chesapeake and its 
subsidiaries made aggregate payments for legal services to that attorney, or to any law 
firm of which that attorney was a partner or of counsel, in excess of $120,000. 

 
• Charitable Relationship.  If a director of Chesapeake or a member of the director’s 

immediate family is a director, officer, trustee or employee of a foundation, college or 
university or other not-for-profit organization, the director will not be deemed 
independent if, in any of Chesapeake’s preceding three fiscal years, Chesapeake and its 
subsidiaries made aggregate charitable contributions to that entity in excess of the 
lesser of (I) $25,000 and (ii) 2% of such entity’s total receipts, unless the contribution 
was approved in advance by the Board of Directors, but in no event will the director be 
deemed independent if the aggregate charitable contributions to that entity by 
Chesapeake’s and its subsidiaries in any of the three preceding fiscal years exceeded 
$50,000. 

 
For purposes of these Guidelines, the terms: 
 
"Immediate family member" means spouse, parent, stepparent, child, stepchild, sibling, 
mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, sister-in-law and 
any person (other than a tenant or employee) sharing the household of any director, or 
nominee for director. This excludes any person who is no longer an immediate family 
member as a result of legal separation or divorce, or death or incapacitation. 


