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Incoming letter dated January 16,2015 Availability

Dear Ms. Gonzalez:

This is in response to your letter dated January 16,2015 concerning the
shareholder proposal submitted to Staples by John Chevedden. Copies of all of the
correspondence on which this response is basedwill be made available on our website at
http://www.see.gov/divisions/corpfin/cf-noaction/14a-8.shtml. For your reference, a
brief discussion of the Division's informal procedures regarding shareholder proposals is
also available at the same website address.

Sincerely,

Matt S.McNair

Special Counsel

Enclosure

cc: John Chevedden

***FISMA & OMB MEMORANDUM M-07-16***



March 9, 2015

Response of the Office of Chief Counsel
Division of Corporation Finance

Re: Staples,Inc.
Incoming letter dated January 16,2015

The proposal requests that the board adopt a policy, and amend the bylaws as
necessary,to require the chair of the board of directors to be an independent member of
the board.

We are unable to concur in your view that Staples may exclude the proposal under

rule 14a-8(i)(10). Based on the information you have presented, it appears that Staples'
policies, practices andprocedures do not compare favorably with the guidelines of the
proposal and that Staples has not, therefore, substantially implemented the proposal.
Accordingly, we do not believe that Staples may omit the proposal from its proxy
materials in reliance on rule 14a-8(i)(10).

Sincerely,

Adam F.Turk

Attorney-Adviser



DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matter under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division's staff considers the information furnished to it by the Company

in support of its intention to exclude the proposals from the Company's proxy materials, as well
as any information furnished by the proponent or the proponent's representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission's staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff's informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff's and Commission's no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these
no-action letters do not and cannot adjudicate the merits of a company's position with respect to

the proposal. Only a court such as a U.S.District Court can decide whether a company is
obligated to include shareholders proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company's
proxy material.



STAPtES

January 16,2015

Via E-mail to shareholderproposals@sec.gov

U.S.Securides & Exchange Commission
Division of Corporation Finance
Office of Chief Counsel
100F Street, NE
Washington, DC 20006

Re: Staples, Inc.
Exclusion of Shareholder Proposal Submitted by John Chevedden

Ladies and Gentlemen:

I am writing onbehalf of Staples, Inc.(the "Company") to inform you of the Company's
intention to exclude from its proxy statement andproxy to be filed and distributed in connection
with its 2015 annual meeting of shareholders (the "Proxy Materials") a shareholder proposal and
statement in support thereof (collectively, the "Shareholder Proposal") submitted by John
Chevedden (the "Proponent") relating to the adoption of a policy "to require the Chair of the
Board of Directors, whenever possible, to be an independent member of the Board."

The Company respectfully requeststhat the staff of the Division of Corporation Finance (the
"Staff") of the Securities andExchange Commission (the "Commission") advise the Company
that it will not recommend anyenforcement action to the Commission if the Company excludes
the Shareholder Proposal from its Proxy Materials pursuant to Rule 14a-8(i)(10) under the
Securities Exchange Act of 1934,as amended (the "Exchange Act"), on the basis that the
Shareholder Proposal has been substantially implemented.

Pursuant to Exchange Act Rule 14a-8(j) and Staff Legal Bulletin No. 14D(November 7,2008)
("SLB 14D"), the Company is submitting electronically to the Commission this letter, and the

Shareholder Proposal and related correspondence (attached as Exhibit A to this letter), and is
concurrently sendinga copy to the Proponent, no later than eighty calendar days before the
Company intends to file its definitive Proxy Materials with the Commission.
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However, recognizing shareholder sentiment as expressedin a vote on a
shareholder proposal brought before the Company's 2014 Annual Meeting of
Stockholders, the Board intends to appoint a Chairperson who is an Independent
Director whenever possible. The foregoing shall apply with respect to the
appointment of any.new Chairperson or if any then-current Chairperson shall
become an executive officer of the Company, but shall not apply: (i) until such
time asMr. Sargent retires or otherwise ceases to serve as Chairman of the Board;
(ii) if such an appointment would violate any pre-existing contractual obligation
of the Company; (iii) if no Independent Director is available and willing to serve
as Chairperson; or (iv) to the extent the then-current members of the Board
determine that such appointment would not be consistent with the Board's
fiduciary obligations to the Company's stockholders. In accordancewith its
fiduciary duties, the Board will periodically make a determination as to the
appropriatenessof its policies in connection with the recruitment and succession
of the Chairman and Chief Executive Officer.

The full text of the Company's Corporate Governance Guidelines , as amended, is
attached asBxhibit B to this letter.

The amendment to the Corporate Governance Guidelines adopts a policy that favorably acts
upon the key elements of the Shareholder Proposal. Specifically, the amendedCorporate
Govemance Guidelines provide that (i) the "Board intends to appoint a Chairperson who is an
Independent Director whenever possible"; (ii) the appointment of an independent director applies
"with respect to the appointment of any new Chairperson or if any then-current Chairperson shall
become an executive officer of the Company,but shall not apply" until Mr. Sargent retires or
ceasesto serve as Chairman of the Board; and (iii) no independent director will be appointed "if
no Independent Director is available and willing to serve asChairperson."No amendment of the
Company's bylaws was necessaryto implement this policy. Thus, the Board hasfavorably acted
upon the underlying concems addressedby the Shareholder Proposal, thereby substantially
implementing the Proposal.

The Staff has recently granted exclusion of a nearly identical proposal submitted by Mr.
Chevedden.In Expeditors International of Washington, Inc.(January 30, 2014),the Staff
allowed exclusion of a proposal asking the board to "adopt a policy, and amend other goveming
documents as necessaryto reflect that policy, to require the chair of the board of directors to be
an independent director to the board,"pursuant to Rule 14a-8(i)(10) on the basis that the
company substantially implemented the proposal where it had a CEO succession plan policy that
involved naming an independent chair of the board. Much like the Expeditors International
policy that provided for the appointment of an independent chairman upon the departure of its
Chairman/CEO, the Company's Corporate Governance Guidelines also provide that "the Board
intends to appoint a Chairperson who is an Independent Director ..."but not "until such time as
[its current Chairman] retires or otherwise ceases to serve as Chairman of the Board." In
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Background

On December 23, 2014,the Company received the Shareholder Proposal from the Proponent for
inclusion in the Proxy Materials. The Shareholder Proposal includes the following resolution:

Resolved: The shareholders request the Board of Directors to adopt aspolicy, and
amend the bylaws asnecessary,to require the Chair of the Board of Directors,
whenever possible, to be an independent member of the Board.The Board would
have the discretion to phase in this policy for the next CEO transition,
implemented so it did not violate any existing agreement.If the Board determines
that a Chair who was independent when selected is no longer independent, the
Board shall select a new Chair who satisfies the requirements of the policy within
a reasonable amount of time. Compliance with this policy is waived if no
independent director is available andwilling to serve asChair.

Basis for Exclusion

The Company respectfully requeststhat the Staff concur in our view that the Shareholder
Proposal may be excluded pursuant to Rule 14a-8(i)(10), which provides that a shareholder
proposal may be omitted from a company's proxy statement if "the company has already
substantially implemented the proposal."

The Proposal May Be Excluded Pursuant to Rule 14a-8(i)(10) Because the Company Has
Substantially Implemented the Proposal.

As set out in the 1998 Release,a proposal need not be "fully effected" by the company to meet
the substantially implemented standardunder Rule 14a-8(i)(10). Under the "substantially
implemented"standard, a company may exclude a shareholderproposal when the company's
actions address the shareholder proposal's underlying concerns, even if the company doesnot

implement every aspect of the shareholder proposal. Masco Corporation (March 29, 1999). The
purpose of Rule 14a-8(i)(10) is to "avoid the possibility of shareholdershaving to consider
matters which have already been favorably acted upon by management." See Bxchange Act
ReleaseNo.34-20091 (August 16, 1983); and Exchange Act ReleaseNo.34-12598 (July 7,
1976) (discussing Rule 14a-8(c)(10), the predecessor to Rule 14a-8(i)(10)).

On January 13,2015,the Board of Directors of Staples, Inc. (the "Board") adopted a policy to
require the Chair of the Board, whenever possible, to be an independent member of the Board.
Specifically, the Board amendedSection 19of the Company'sCorporate Governance Guidelines
to add the following language:
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addition, the Staff has found that Rule 14a-8(i)(10) permits the omission of a shareholder
proposal if a company has substantially implemented the essential objectives of the proposal,
even if by meansother than those suggested in a shareholder proposal. See, e.g., FedEx
Corporation (June 15,2011) and Bank of America Corporation (March 4,2011) (allowing
exclusion pursuant to Rule 14a-8(i)(10) of shareholder proposals requesting an amendment to
eachcompany's corporate governance guidelines to adopt a detailed successionplanning policy,
on the basis that eachcompany's previous amendments to its corporate governance guidelines
and its successionplanning activities compared favorably with the guidelines of the shareholder
proposals); Exxon Mobil Corporation (March 17,2011) (allowing exclusion pursuant to Rule
14a-8(i)(10) of a proposal that the board prepare a report, on the basis that the company's
existing public disclosures compared favorably with the guidelines of the shareholder proposal).
Based on this precedent, and in particularthe Staff's recent grant of no-action relief to
Expeditors International, we believe the Shareholder Proposal may be excluded pursuant to Rule
14a-8(i)(10) because it has been substantially implemented.

Conclusion

Based on the foregoing, the Company respectfully requeststhat the Staff concur that it will take
no action if the Company excludes the Shareholder Proposal from its Proxy Materials pursuant to
Rule 14a-8(i)(10), on the basis that the Shareholder Proposal involves matters that relate to
matters substantially implemented by the Company.

If the Staff has any questions regarding this request or requires additional information, please
contact the undersigned at 508-253-1845 or at Cristina.Gonzalez@Staples.com. I would
appreciateyour sending your response via e-mail to me at the above address,as well as to
Jonathan Wolfman, at Jonathan.Wolfman@wilmerhale.com.In addition, should the Proponent
choose to submit any responseor other correspondence to the Commission, the Company
requeststhat the Proponent concurrently submit that responseor other correspondenceto the
undersigned, as required pursuant to Rule 14a-8(k) and Staff Legal Bulletin No. 14D.

Best regards,

Cristina Gonzalez

Vice President, Associate General Counsel
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Enclosures

cc: JonathanWolfman
Wilmer Cutler Pickering Hale & Dorr LLP
60 State Street
Boston, MA 02109
Jonathan.Wolfman@wilmerhale.com

John Chevedden

*** FISMA & OMB Memorandum M-07-16***



EXHIBIT A
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JOHN CHEVEDDEN

*** FISMA & OMB Memorandum M-07-16*** *** FISMA & OMB Memorandum M-07-16***

Mr.MichaelWilliams
Corporate Secretary
Staples Inca (SPLS)
500 StaplesDrive
Framingham,MA 01702
PH: 508-253-5000
FX: 508-253-8989

Dear Mr. Williams,

I purchasedstock andhold stock in ourcompany becauseI believed our company has greater
potential.I submit my attached Rule 143-8 proposalin support of the long-term performance of
our company.I believe our companyhasunrealized potential that can be unlocked throughlow
cost measuresby making our corporate governancemore competitive.

This Rule 14a-8 proposal is respectfully submitted in support of the long-term performance of
our company.This proposal is submitted for the next annual shareholder meeting.Rule 14a-8
requirements will be met including the continuous ownership of the required stock value until
after the date of the respective shareholder meeting and presentation of the proposal at the annual
meeting.This submitted format, with the shareholder-supplied emphasis,is intended to be used
for definitive proxy publication.

In the interest of company cost savings and improving the efficiency of the rule 14a-8 process
please cOmmuniCate Via email to'** FISMA & OMB Memorandum M-07-16***Your consideration and the
consideration of the Board of Directors is appreciated in support of the long-term performance of
our company.Please acknowledge receipt of this proposalpromptly by*emailŠ®MBMemorandŠt)-07-16***

*** FlSMA & OMB Memorandum M-07-16***

Sincerely,

n Chevedden Date
*** FISMA & OMB Memorandum M-07-16***

Continuous company shareholder since 2004

cc: Cristina Gonzalez <cristina.gonzalez@Staples.com>
Vice President,Associate General Counsel
PH: (508)253-1845
FX: (508)305-8071
JenniferCooney <Jennifer.Cooney@Staples.com>
PH: 508-253-4013
FX: 508-253-7805
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[SPLS:Rule 14a-8 Proposal,December 23,2014]
Proposal X - Independent Board Chairman

Resolved: The shareholders request the Board of Directors to adopt aspolicy, and amend the
bylaws asnecessary,to requirethe Chair ofthe Board of Directors,whenever possible,to be an
independent metaber of the Board.The Board would have the discretionto phase in this policy
for the nextCEOtransition,implementedso it didnot violate any existing agreement.If the
Board determines that a Chairwhowasindependentwhen selected is no longer independent,the
Board shall select a new Chair who satisfies the requirements of the policy within a reasonable
amount of time.Compliance with this policy is waived if no independent director is available
andwilling to serveasChair.

When our CEO is our boardchaitman,this arrangementcanhinderourboard'sability to monitor
our CEO'sperformance.Many companiesalready have an independentChairman.An
independent Chairman is the prevailing practice in the United Kingdomand inany international
markets.Thisproposaltopic won 50%-plus supportat 5 majorU.S.companiesin 2013 including
73%-support at Netflix.

This topic is particularly iraportant for Staples because we had long-tenured directors on our
board,which is supposedto serve a checks andbalancesrole in regard to our Chairman/CEO
RonaldSargent.Long-tenure of 10 to IS-years detracts from the independent oversight role of a
director.The worst exampleof this is our Lead Director,Robert Nakasone,with 28-years long
tenure.

Staples had4 directors who eachhad 17 to 28-years long-tenure.PlusPaulWalsh (24-years
tenure) chaired our executive pay committee.BasilAnderson(17-years) was an inside-related
director who was on our audit committee.RowlandMoriarty (28-years) and Robert Nakasone
(28-years) controlled 50% of the votes on ourNomination committee.Plus Basit Anderson and
Rowland Moriarty were both potentially over-extended with director duties at 4 public
companieseach.

RonaldSargent wasgiven $10 millionin 2013Total Summary Pay.There wasa46%
shareholder vote against Staples executive pay in 2014.GMI Ratings 'an independent investment
research firm, saidStapleshad not disclosed specific,quantifiable performanceobjectives for our
CEO.Unvestedequity awardspattially or fully accelerateupon CEO termination.Staplespays
long-term incentivesto executives without requiringthecompanyto perform above the median
of its peergroup.Our CEO'sannualincentivepay did notrise or fall in line with armual
financial performance.

Pleasevote to protect shareholdervalue:
Independent Board Chairman - Proposal X
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Notes:
.IohnChevedden, *** FISMA & OMB Memorandum M-07-16*** sponsoredthis
proposal

"Proposal X" is a placeholder for the proposal number assigned by the company in the
final proxy,

Please note that the title of the proposal is part ofthe proposaL

This proposal is believed to conformwith StaffLegal Bulletin No. 14B(CF), September 15,
2004 including (emphasisadded):

Accordingly, going forward, we believe that it would not be appropriate for companies to
excludesuppottingstatementlanguageand/oranentire proposal in relianceonrule 14a-
8(1)(3) in the following circumstances:

• the company objects to factual assertionsbecausethey arenotsupported;
• the companyobjects to factual assertionsthat, while not materially false or misleading,

may be disputed or countered;
• the company objects to factual assertionsbecausethose assertions may be interpreted by

shareholdersin a manner that is unfavorable to the company,its directors,or its officers;
and/or

, the company objects to statements becausethey representthe opinion of the shareholder
proponentor a referencedsource,but the statementsare not identified specifically as
such.

Webelieve that it is appropriate under rule 14a-8for companies to addressthese objections
in their statemens of opposition.

Seealso: Sun Microsystems,Inc.(July 21,2005).

ThÓrequiredstock will be held until after the annual meeting.Theproposal will be presented at
the annual meeting.Pleaseacknowledgethis proposal promptly6yannaibMB Memorandu 07-16***

*** FISMA & OMB Memorandum M-07-16***
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Personalinvesting P.O.SON770001
ONONNAR.OH 4sm-004s

it* FaxNote 7671 Date

CoJoppt. on.

DeCember31,2914 Phone # "" p F SMA & OMB Memorandum M 07-16***

Jolm R.Chevedden - • -- - - - ----

af eMB Memorandum M-07-16***

To Whom It MayConcem:

This letter is provided at the aquest of Mr.JohnR.Chevedden,acustomerof Fidelity
Investments.

Pleaseacceptthis letter as confinnation that asof the dateof this letter, Mr.Chevedden has
continuously ownedno fewer than40.000sharesof Alexion Pharmaceuticals,Inc.(CUSIP;
015351109,trading symbotALXN), no fewer than 10.000sharesof Priceline Group,Inc.
(CUSIP:74150340);trading symbohPCLN);nofewer than 300.000sharesof Staples,Inc.
(CUSlP- 855030102,trading symbol; SPLS),nofewer than 50.000sharesof theRaytheon
Company(CUSIP: 755111507,trading symbol: RTN) and no fewer than 100.000sharesof
United Continental Holdings, Ino.(CUSIP: 910047109,tading symbol: UAL) since October 1,
2013 (in excessof fourteenmonths).

The shares referenced aboveareregisteredla the nameof National Financial ServicesLLC,a
DTCparticipent(DTCnumber: 0226)andFidelity Investmentsaffiliate.

I hopeyou find this informatio4 helpfuL If youhaveanyquestionsregardingthis issue,please
feel freeto contactme by calling 800-800-589Obetweenthe homsof 8:30 a.m,and5:00p.m.
CentralTime (Monday through Friday). Pmst I when asked if this call is aresponseto a letter or
phonecall;press *2tomach anindividual, then enter my 5 digit extension48040when
prompted.

Sincerely,

GeorgeStasinopoulos
Client ServicesSpecialist

Our File: W153941-30DBCl4

Pidenty Bokerage $eMese LLC,MemberNVSE SIPC
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Staples, Inc.
Board of Dhectors

Corporate Governance Guidelines

As approvedby the Boardof DirectorsonDeæmber 1,1999.Updatedand approvedby the
Bærd of D/rectorson March 4,2003,March2,2004,December7,2004,March7,2006,

December12,2006,June11, 2007,December11,2007,Deæmber9,2008, Mardi 9,2010,
December7,2010,March 8, 2011,December6,2011, December4,2012,September10,2013,

December2,2014 andJanuary13,2015.

Introduction

The Nominatingand CorporateGovernanceCommittee(the "Committee")of the Boardof
Directors(the "Board")of Staples,Inc.(the "Company")hasdeveloped,and the Boardhas
adopted,the followingCorporateGovernanceGuidelines (the "Guidelines")to assistthe Board
in the exercise of its responsibilities and to serve best the interests of the Company and its
stockholders.The Guidelinesshould be interpreted in the context of all applicablelaws and the
Company'sCertificateof Incorporation,bylaws and other corporategovernancedocuments
(eachasamended,restatedand in effect).The Guidelinesare intendedto serveasa flexible
frameworkwithin which the Boardmayconduct its businessand not asa set of legallybinding
obligations.The Boardmay modifythe Guidelinesfrom time to time.

Composition of the Board

L Classification and Definition of Directors.

The principalclassificationsof Directorsare"Independent","Management","Non-
IndependentOutside",and "Non-Management".The Board hasdelegated to the
Committee the responsibilityfor determininghow a Directorshouldbe classified.

The term "IndependentDirector"describesDirectorswho (1) areindependentas
determinedunderRule5605(a)(2)of the rulesof the NASDAQStockMarketand (2) in
the Board'sjudgment,do not havea relationshipwith the Companythat would interfere
with the exerdseof independentjudgment in carryingout the responsibilitiesof a
director.

The term"ManagementDirector"describesDirectorswho are,or at anytime duringthe
pastthree yearswere,compensatedfor devoting at least twenty-five percent (25%) of
their time to the Company.

The term "Non-IndependentOutside Director"describesDirectors who areneitheran
"IndependentDirector" nora "ManagementDirector".IndependentDirectorsand Non-
IndependentOutsideDirectorsare collectivelydescribedas"Non-Management
Directors".

1



2. Board Size,Composition and Membership Criteria.

The Boardbelievesthat approximately11 to 15 membersis an appropriatesizefor the
Boardand that the Boardshouldbe madeup of a majorityof IndependentDirectors.
The Boardexpectsto haveamong its membersa limited numberof Management
Directors,includingat leastthe Chief ExecutiveOfficer.

The Committeeannuallyreviewsthe appropriateskillsand characteristics requiredof
Boardnomineesin light of the currentcompositionof the Board.This assessment
includesissuesof diversity, age and skillssuchas understandingof the retail industry,
the office productsand servicesmarket,finance,accounting,marketing,technology,the
internationalarenaand other knowledgeneededon the Board.The principal
qualification of a Directoris the abilityto act effectivelyon behalfof all of the
stockholders.The Committeeis committedto actively seekingout highly qualified
womenand individualsfrom diversegroupsto includein the pool from which Board
nominees are chosen.

3. Election of Directors.

In accordancewith the Company'sBylaws,if none of our stockholdersprovidesthe
Companynoticeof an intention to nominateone or morecandidatesto competewith
the Board'snomineesin a directorelectionor if our stockholdershavewithdrawnall
suchnominationsby the tenth businessday beforethe Companymailsits noticeof
meetingto our stockholders(an "uncontestedelection"), eachdirector is elected if the
numberof votes cast "for"such director'selectionexceedthe votes cast "against"such
director'selection.Otherwise,the directors are electedby a plurality of the votes cast
on the election.

If an incumbentdirectordoesnot receivethe requirednumberof votes in an
uncontestedelection,such incumbentdirector is expected,promptlyfollowing
certificationof the stockholdervote,to submit to the Board hisor her offer to resign
from the Boardfor considerationin accordancewith the following procedures,all of
which proceduresshallbe completedwithin 90 days following certificationof the
shareholder vote:

• The Committee(as definedbelow)shallpromptly consider the resignation
submittedby such incumbentdirector,and the Committeeshall recommendto the
Boardthe action to be takenwith respectto suchresignationoffer.Such action
may rangefrom acceptingthe resignation,to maintainingsuchincumbentdirector
but addressingwhat the Committeebelievesto be the underlyingcauseof the
againstvotes,to resolvingthat suchincumbentdirectorwill not be re-nominated
for electionin the future, to rejecting the resignation,to suchother actionthat the
Committeedeterminesto be in the best interestsof the Companyand its
shareholders.In reachingits recommendation,the Committeeshall considerall
factorsit deemsrelevant,including,as it deemsappropriate,any stated reasons
why shareholdersvoted againstsuchincumbentdirector,anyalternativesfor
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curingthe underlyingcauseof the againstvotes,the lengthof serviceand
qualificationsof such locumbentdirector,suchincumbentdirector'spastand
expectedfuture contributionsto the Company,theseGuidelinesand the overall
compositionof the Board(includingwhether acceptingthe resignationwouldcause
the Companyto not satisfyanyapplicableSecurities and ExchangeCommission
(SEC),NASDAQor other legalrequirements).

• The Board shall acton the Committee'srecommendationand considerthe
factors consideredby the Committeeand suchadditionalinformationand factors
the Boardbelievesto berelevant.

• Followingthe Board'sdetermination,the Companyshallpromptly publicly
disclosein a documentfiled or furnishedwith the SEC,the Board'sdecision
regardingthe actionto betaken with respect to such incumbentdirector's
resignation. If the Board'sdecisionis to not accept the resignation,such
disclosureshall include the Board'sreasons for not accepting the resignation.

• It is expected that no such incumbent director will participate in the
Committee'sor the Board'sdeliberationsand voting regardingwhat action to take
in responseto anysuchincumbentdirector'sresignation,exceptasotherwise
providedbelow.Beforevoting,the Committeeand the Boardwill affordsuch
incumbentdirectoran opportunityto providethe Committee or the Boardwith any
informationor statementthat he or shedeemsrelevant.

• If the Boardaccepts a director'sresignation,or if a nominee for director is
not electedand is not an incumbentdirector, then the Boardmayfill the resulting
vacancyin accordancewith ArticleII, Section5 of the Company'sbylaws.

Forpurposesof this Guideline,the term "Committee"means(i) the Nominating
and CorporateGovernanceCommitteeso long assuchcommitteethen consistsof
at least three IndependentDirectorswho are not resigningincumbentdirectorsor
(íi) if clause(i) is not satisfied,a specialcommitteeof at leastthree Independent
Directorsdesignated by the Board who are not resigningincumbentdirectors;
provided,that if there arefewer than three IndependentDirectorsthen servingon
the Boardwho are not resigningincumbentdirectors,then the specialcommittee
shallbe comprisedof all of the IndependentDirectorsand it is expectedthat each
IndependentDirectorwho is a resigningincumbentdirectorshall recusehimselfor
herselffrom the Committee'sandthe Board'sdeliberatíonsandvoting with respect
to his or her individuairesignation.

This Guideline will be summarizedor includedeachyear in the proxystatementfor
the Company'sannual meetingof stockholders.

4. Former Chief Executive Officer's Board Membership.

The Boardbelievesthat this is a matter to bedecidedin eachindividualinstance.When

the ChiefExecutiveOfficerresigns,it is expectedthat he or shewill offer to resignfrom
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the Boardat the same time.Whetherthe individualcontinuesto serveon the Boardis a
matterfor discussionat that time with the newChiefExecutiveOfficerand the Board.

5. Selection of New Director Candidates and Extending the Invitation to a
New Potential Director to Join the Board.

Exceptwherethe Companyis legallyrequiredby contract,bylawor otherwiseto provide
third partieswith the abilityto nominatedirectors,the Committeeshallbe responsible
for (i) identifyingindividuals qualifiedto become Boardmembers,consistentwith criteria
approved by the Board,and (ii) recommendingto the Boardthe personsto be
nominated for election asdirectors at any meetingof stockholdersand the personsto be
electedby the Boardto fill any vacancieson the Board.Director nominees shall be
consideredfor recommendationby the Committeein accordancewith theseGuidelines
andthe policiesand principlesin its charter.It is expectedthat the Committee will have
directinput from the Chairpersonof the Board,the ChiefExecutiveOfficer and,if oneis
appointed,the LeadDirector.Input mayalsobe solicited from the other membersof the
Board.The Committee'srecommendationsshall be submitted to the full Board.

The invitation to be a candídateto join the Boardshouldbe extendedby the Committee
chairperson,who maychooseto havethe Chairpersonof the Boardor the Chief
ExecutiveOfficerparticipate in the invitation aswell.

6. Director Orientation and Continuing Education

DirectorOrientation.The Boardandthe Company'smanagementshall conducta
mandatoryorientationprogramfor new Directors.The orientationprogramshall include
presentationsby managementto familiarizenew Directors with the Company'sstrategic
plans,its significant financial,accountingand risk managementissues,its compliance
programs,its Codeof Ethics,its principalofficers,and its GeneralCounsel.In addition,
the orientationprogramshall includea reviewof the Company'sexpectationsof its
Directorsin terms of time and effort, a reviewof the Directors'fiduciaryduties andvisits
to the Company'sheadquartersand,to the extent practical,certainof the Company's
significantfacilities. If requestedby the new Director,the orientationprogrammay also
includemeetingswith the Company'sinternal and independentauditors, its outside
advisors,and/or other Directors.

ContinuinqEducal;ion.EachDirectoris encouragedto be involvedin continuíngDirector
educationon an ongoingbasisto enablehimor her to performbetter his or her duties
and to recognizeand dealappropriatelywith issuesthat arise.The Companyshallpay
all reasonableexpensesrelatedto continuingDirectoreducation.

7. Directors Who Change Their Present Responsibility.

The Boardbelievesthat IndependentDirectorswhoseresponsibilitiesoutsideof their
involvementwith the Companychangefrom thoseheldwhen they werelast electedto
the Board(exceptfor internalpromotionswithin their organization)shouldvolunteerto
resignfrom the Board,effectiveas of the next regularlyscheduledmeeting.



It is not the Board'sviewthat Directorswho retire or changefrom the positionsthey
heldwhen they were last electedto the Boardshouldnecessarilyleavethe Board.There
should, however,be an opportunityfor the Board,with the assistanceof the Committee,
to reviewthe continuedappropriatenessof Boardmembershipunderthe changed
circumstances.

8. Term Limits.

As requiredby the Company'sbylaws,eachDirectoris electedannually.

The Board doesnot believe it shouldestablish term limits.Term limits couldresult in the
lossof Directorswho havebeenableto develop,over a periodof time, increasing
insight into the Companyand its operationsand an institutionalmemorythat benefitthe
entiremembershipof the Board aswell asmanagement.Asan alternativeto term limits,
the CommitteeshallannuallyrevieweachDirector'scontinuationon the Board.This will
allow eachDirector the opportunityto conveniently confirmhis or her desireto continue
asa memberof the Boardand allow the Companyto conveniently replaceDirectors who
areno longer interestedor effective.

9. Retirement of Directors.

No individual may be electedor reelectedas a Directoronce he or she reachesage72.
AnyDirectorwho turns age 72 while servingas a Director maycontinueto serve as a
Directorfor the remainderof hisor herthen current term.

10. Other Board Memberships.

The Boarddoesnot believethat its membersshouldgenerallybe prohibitedfrom
servingonboardsand/or committeesof other organizations,and,exceptto the extent
limited by the Company'sCodeof EthicsorSection11 below,the Boardhasnot adopted
anyguldelineslimiting such activities.However,the Committeeshalltake into account
the nature of and time involvedin a Director'sservleeon other boardsin evaluatingthe
suitabilityof individualDirectorsand makingits recommendationsto the Board.

11. Conflicts of Interest.

All Directorsmustcomplywith the applicableprovisionsof the Conflictof Interest
sectionof the Company'sCodeof Ethics.If anactual or potentialconflict of interest
developsfor any reason,including,without limitation, becauseof a changein the
businessoperations of the Companyor a subsidiary,or in a Director's circumstances,the
Directorshouldimmediatelyreportsuchmatter to the GeneralCounsel of the Company
for evaluation.The GeneralCounselshouldreport all suchactualor potentialconflictsof
interestto the Committeefor reviewand determination.A significantconflict mustbe
resolvedor the Directorshouldresign.

In order to formally reviewconflictof interest issuesin advance,any Directordesiringto
join the boardof directors of anothercompany shall, priorto joining such other boardof
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directors,providewritten noticeto the chairpersonof the Committee.The chairperson
of the Committeeshali reviewany potentialconflict with the GeneralCounseiof the
Companyand with other membersof the Committeeas necessary.The chairpersonof
the Committeeshall then respondto the requestingDirectorwith a resolution.

If a Directorhasa personalinterestin a matter beforethe Board,the Directorshall
disclose the interestto the Board,shallexcusehimselfor herselffrom participationin
the discussion and shallnot vote on the matter.

Operation of the Board

12. Directors' Responsibilities.

The principalresponsibilitiesof the Directorsareto overseethe managementof the
Companyand to exercisetheir businessjudgment in a mannerthat they reasonably
believewill serve the best Interests of the Company and its stockholders.Directorshave
anobligationto becomeand remaininformedaboutthe Companyandits business.The
Directorsare alsoexpectedto promotethe best interestsof stockholdersin termsof
corporategovernance,fiduciaryresponsibilities,compliancewith applicablelaws and
regulations,and maintenance of accounting,financial and other controls.

13. Assessing the Board's and Its Committees' Performance.

With the goalof increasingthe effectivenessof the Boardand its committeesand their
relationshipto management,the Committeeis responsiblefor conductingan evaluation
everyother year of the Board'sperformanceasa whole andthe performanceof its
committees. This assessmentshould includesuch itemsas the frequencyof Boardand
committeemeetingsand the contributionof the Boardas awholeand its committees.
Since the goai of the assessmentis to increase the effectiveness of the Board and its
committees,the Committee should review areasin whichthe Boardand management
believethe Boardor its committees,as relevant,could makea greatercontribution,and
the assessmentshould bediscussedwith the full Board.The purposeof this processis
to improvethe effectiveness of the Boardand its committees,not to focus on any
individualBoardmembers.The Committee,however,is empoweredto reviewthe
performanceand contributionof individualDirectorsand recommendthe replacementof
any Directorwho is not properlyperforminghisor her duties.As part of the nomination
processfor electionor reelectionto the Boardand asprovidedin Section20,the Lead
Directorassiststhe Committeein identifyingany individualperformanceorcontribution
issuesby contactingeachDirectorindMduallyand inquiringas to whether that Director
hasanyconcernsabout the nominationof any of the other Directors.

14. Board Committees.

The Companyhasfive Boardcommittees: audit,nominatingand corporategovernance,
compensation,finance,and executive.

Eachof these committeeshasa charterthat hasbeenapprovedby the Board.
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The needfor changesin the number,charters,or titles of Boardcommitteeswill be
reviewedannuallyby the Committeeandthen discussedwith the Board.

The Boardhasthe flexibility to form a committee or to disbanda currentcommittee,as
it deemsappropriate.Subjectto Boardapproval,the Committeeis responsible,after
consuitationwith the Chairpersonof the Board,the LeadDirectorand the Chief
Executive Officer,and with considerationof the desiresof individualBoardmembers,for
the assignmentof Boardmembersto variouscommitteesand the selection of the
committeechairpersons.Only IndependentDirectorsmayserveon the audit,
compensation,and nominatingand corporategovernancecommittees.Only
Independent Directors rnayserveas the chairperson of anycommittee,otherthan the
executive committee.

It is the senseof the Boardthat it is desirablethat committee assignments be rotated
from time to time,but not on a fixed schedule.Theremaybe good reasonssometimes
to maintaina Director'scornmitteemembershipfor a longertime than in certainother
instantes.

Thechairpersonof eachcommitteeshouldreport to the Board,wheneverappropriate,
with respectto those mattersconsideredand acteduponby his or hercommittee.

15. Frequency and Length of Committee Meetings; Meetings Attendance

Eachcommitteechairperson,in consultationwith committeemembersand with input
from management,will determinethe frequencyand length of committeemeetings.

Directorsare responsiblefor attendingBoardmeetingsand meetingsof comrnitteeson
whichthey serveand devoting the time needed,and meetingas frequentlyas
necessary,to dischargetheir responsibilitiesproperly.Directors areencouragedto
attend the Company'sAnnualMeetingof Stockholders.

16. Committee Agendas.

The chairpersonof eachcommittee, in consultationwith committeemembersand
appropriatemembersof managementand staff,will developthe committee'sagenda.

At the end of eachfiscalyear,eachcommitteewill, to the bestof its ability,issuea
scheduleof agendasubjectsto be discussedin the nextyear (to the extentthat these
canbe foreseen).Theseagendaswill be sharedwith the Board.

17. Selection of Agenda Items for Board Meetings; AnraualBoard Calendar.

The Chairpersonof the Board,the LeadDirector,if any,and the ChiefExecutive Officer
will collaborateto developthe agendafor eachBoard meeting.They will consider(a)
the itemsto be included;(b) the sequenceof thoseitems; (c) the approximatetime to
be devotedto eachitem; and (d) the materialsto be providedto Directorsregarding
certain items,includingwhat materialsare to be sent in advance.
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The Lead Directorwill approvethe proposedagendaand boardmaterialsbeforethey
aredistributedto the other membersof the Board.

EachBoardmemberis free to suggestthe inclusionof item(s) on the agenda.

The chairpersonof the Committeeshall,at the end of eachfiscalyear,consult with the
ChiefExecutiveOfficer,the Chairpersonof the Boardand the LeadDirectorabout the
routinecorporategovernancemattersto be includedin the "BoardCalendar"for the
nextyear.

18. Board Materials Distributed in Advance.

Informationand data that are important to the Board'sunderstandingof the businessof
the meetingshould,when practical,be distributedin writing to the Boardbeforethe
Boardmeets.Managementwill makeeveryeffort to see that this material is as brief as
possiblewhile still providingthe desiredinformation.Whenadvisablebecauseof
confidentialityconcerns,managementmay electnot to providesensitivematerialto the
Board in advance of a meeting.The chairof eachBoardcommitteewill,as a matter of
regular practice and to the extent possible,reviewcommitteemeetingmaterialswith
managementin advance of eachBoardcommittee meeting.

19. Selection of the Chairperson of the Board and the Chief Executive
Officer.

The Boardwill remainfree to selectthe Chairpersonof the Boardand ChiefExecutive
Officerin any way it deemsbest for the Companyat anypoint in time.The Boarddoes
not havea predeterminedpolicyas to whether or not the rolesof Chairpersonof the
Boardand the ChiefExecutiveOfficershouldbe separateand,if the rolesareto be
separate,whether the Chairperson of the Boardshouldbe an IndependentDirector or a
ManagementDirector. However,recognizingshareholder sentiment asexpressedin a
vote on a shareholderproposalbrought beforethe Company's2014 AnnualMeetingof
Stockholders,the Boardintendsto appointa Chairpersonwho isan Independent
Directorwheneverpossible.The foregoingshallapplywith respectto the appointment
of any new Chairpersonor if any then-current Chairpersonshallbecomean executive
officer of the Company,but shallnot apply: (I) until suchtime asMr.Sargentretires or
otherwiseceasesto serveasChairmanof the Board;(ii) if suchan appointmentwould
violate anypre-existing contractualobligationof the Company;(iii) if noIndependent
Directoris availableand willingto senteasChairperson;or (iv) to the extent the then-
current membersof the Boarddeterminethat suchappointmentwouldnot be consistent
with the Board'sfiduciaryobligationsto the Company'sstockholders. In accordance
with its fiduciaryduties, the Boardwill periodicallymakea determinationas to the
appropriatenessof its policiesin connectionwith the recruitmentandsuccessionof the
Chairmanand ChiefExecutiveOfficer. In determiningwhetherto havean Independent
DirectorasChairpersonof the Boardor a LeadDirector,the Committeeshallconsider
multiplefactors,including, but not limitedto, the sizeof the Board,the numberof
IndependentDirectors,the qualificationsand skillsof the individualsconsideredfor the
roles,and Companyperformance.
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20. Lead Director.

In the eventthat the Chairpersonof the Boardis not anIndependentDirector,a Lead
Directorwill be electedby andfrom the IndependentDirectorsupon the
recommendationof the Committee.

The LeadDirectorwill:

1. Havethe authority to call meetings of the IndependentDirectors.
2. Preside at all meetingsof the Boardat which the Chairperson of the Board is

not present, includingexecutive sessions of the IndependentDirectors.
3. Assurethat at leasttwo meetingsper year of only the IndependentDirectorsare

held(preferablyin conjunctionwith regular Directors'meetings),and chairany such
meetingsof the IndependentDirectors.

4. Provideleadershipto the Boardif circumstancesarisein whichthe role of the
Chairpersonof the Boardmay be,or maybe perceivedto be,in conflictwith regard
to a particularmatter with the interestsof the Companyand its stockholders.

5. Facilitate communicationsandserve as a liaisonbetweenthe IndependentDirectors
and the Chairperson of the Boardand/or the Chief ExecutiveOfficer.AnyDirectoris
free to comrnunicatedirectly with the Chairperson of the Boardand with the Chief
ExecutiveOfficer.The Lead Director'srole is to attempt to improvesuch
communicationsif they are not entirely satisfactory.

6. Workwith the Chairpersonof the Boardand the ChiefExecutiveOfficerin the
preparationof the agendafor eachBoardmeetingand approvethe schedules,
agendasand information providedto the Boardfor eachmeeting.

7. Chairthe annual reviewsof the performancesof the Chairpersonof the
Boardandthe ChiefExecutive Officer.

8. If requestedby a majorstockholder(including institutionalinvestors),the Lead
Directorshallensureavailabilityfor consultationanddirect communicationwith such
stockholder.

9. Haveauthority to retain independentadvisorson behalfof the Board asthe Boardor
IndependentDirectorsmaydeemnecessaryor appropriate.

10.As part of the nominationprocessfor electionor reelectionto the Board,assistthe
Committee,in identifyingany individualperformanceor contributionissuesby
contactingeachDirectorindividuallyand inquiringas to whetherthat Directorhas
anyconcernsabout the nominationof any of the other Directors.

11.Otherwiseconsultwith the Chairperson of the Boardand/or the Chief
ExecutiveOfficer on mattersrelatingto corporategovernanceand Board
performance.

The LeadDirectormay,but neednot,bethe chairpersonof a Boardcommittee.Unless
determinedotherwiseby the Board,an individualwill serveasLeadDirectorfor no more
than three consecutiveyears.
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21. Executive Sessions of Independent Directors.

The IndependentDirectorswill meet in executivesessionto discuss,amongother
matters,the performanceof the ChiefExecutiveOfficer.Thesesessionswill typicallybe
heldafter every regularBoardmeetingbut in all circumstancesat leasttwice a year.
ExecutiVesessiohswill bescheduledandpresidedoverby the Chairpersonof the Board
(if an IndependentDirector),or the LeadDirector (if one is appointed),or otherwise the
chairpersonof the Committee.When Directors believethere is a needto discussa
matter that couldmateriallyaffect the performanceof the Company,they maycall a
private meetingof IndependentDirectors or Non-Management Directors,by providing
noticeto the Chairpersonof the Board(if an IndependentDirector),or the LeadDirector
(if one is appointed),or otherwisethe chairpersonof the Committee.The Independent
Directors or Non-ManagementDirectors,as the casemay be,mayinvite the Chairperson
of the Boardor others,asthey deemappropriate,to attenda portionof thesesessions.

The Non-Management Directors may meet with the ChiefExecutive Officerat any time.

22. Board Compensation.

The form and amountof Directorcompensationshallbe determinedby the Board.The
compensationcommitteeshallconductan annualreviewof DirectorcompensatiorsThe
Companyseeks to attract exceptionaltalent to its Board.Therefore,the Company's
policy is to compensateDirectorsat leastcompetitivelyrelativeto comparable
companies.Thecompensationcommitteeshall take into accountthat a Director's
independencemaybequestionedif any of the followingcircumstancesexist: (a)
Directorcompensationand perquisitesexceedcustomarylevels,(b) the Companymakes
substantialcharitablecontributionsto organizationswith which a Directoris affiliatedor
(c) the Companyenters into consultingcontractsor businessarrangementswith (or
provides other indirect formsof compensationto) a Directoror an organizationwith
which the Directoris affiliated.

Board Interaction with Manaaement

23. Presentationsa

It is the senseof the Boardthat presentationsby seniormanagementhelpprovide
informationto the Boardand give Board membersan opportunity to evaluate these
persons.

24. Attendance of Non-Directors at Board Meetings.

Non-Directorswho aremembersof the ChiefExecutiveOfficer'sstaff maybe invited to
attend Boardmeetings.

Further,the Boardspecificallyencouragesmanagement,from timeto time,to bring into
Boardmeetingsmanagerswho:
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a, canprovideadditionalinsight into the itemsbeingdiscussedbecauseof
personalinvolvementin theseareas;and/or

b. appearto managementto be personswith future potentialwhoshould be
given exposureto the Board.

Suchnon-Directorsmayattend part or all of a Boardmeeting.

25. Formal Evaluation of the Chief Executive Officer and the Chairperson of the
Board.

The Non-Management Directorsshould annuallyevaluatethe ChiefExecutiveOfficerand
Chairperson of the Board.The Committeewill coordinatethese evaluations.The
evaluation of the Chief ExecutiveOfficer shouldbe communicatedto himor her by the
Chairpersonof the Board(if an IndependentDirector),or the Lead Director(if one is
appointed),or otherwisethe chairpersonof the Committee,together with at leastone
other Non-ManagementDirector,preferablythe chairpersonof the Committee.The
evaluationis to be usedby the compensationcommitteein determiningthe
compensationof the ChiefExecutiveOfficer.The evaluationshouldbe basedon
objectivecriteriato includethe performanceof the business,accomplishmentof
reportedgoals and longterm strategicobjectivesand the developmentof management.

The evaluation of the Chairperson of the Board shouidbe communicatedto him or her
by the LeadDirectoror, if no LeadDirectorhasbeen designated,by the chairpersonof
the Committee,togetherwith at least oneother Non-Management Director.

26. Succession Planning.

The Committeeis responsiblefor continuouslyreviewingsuccessionplanningas it
relatesto the Chief ExecutiveOfficerof the Company.If it is determinedthat a new
ChiefExecutiveOfficershouldbe hired,the Committeeshallmanagethe processof
identifyingand selecting the new ChiefExecutiveOfficer,with the full participationof
eachof the Non-ManagementDirectorsandthe current Chief ExecutiveOfficer,if
appropriate.

To assistthe Committee,the ChiefExecutiveOfficer shalldevelopand maintaina
processfor advisingthe Boardon successionplanningfor himselfor herselfand other
keysenior leadershippositions.The ChiefExecutiveOfficershallpreparean annual
reporton suchmatters for the Board.Thereshallalsobe available,ona continuing
basis,recommendationsfrom the Chief ExecutiveOfficer and the Chairperson of the
Boardregardingtheir successorsshouldeither of them be disabledunexpectedly.

27. Management Development.

There shallbe an annualreport to the Boardby the Chief ExecutiveOfficer on the
Company'sprogramof managementdevelopment.This reportshouldbe givento the
Boardat the sametime as the successionplanningreport.

11



28. Board Access to Senior Management and Independent Advisors.

Boardmembersshouldhavecompleteaccessto the Company'sseniormanagementand
are encouragedto makeregularcontact.Boardmembersarenormallyexpectedto
informthe ChiefExecutiveOfñcerpriorto contactingother membersof managementon
anysubstantivematter,if the contactcould be perceivedas infringingon the
responsibilitiesof the ChiefExecutiveOfficer.Members,however,are not expectedto
informthe ChiefExecutiveOfficerthat they arecontactingother membersof
managementregardingthe normalactivities of their Boardcommittees.

The Boardand eachof the Board'scommittees shallhavethe authority to, as necessary
and appropriate,retain independentadvisorsand consultants at the expenseof the
Company.

29. Board Interaction with Stockholders, Institutional Investors, the Press,
Customers,and Others.

The Board believesthat the Chief ExecutiveOfficerand his or herdesigneesspeakfor
the Company.Individual Boardmembersmay,from time to time,meet or otherwise
communicatewith variousconstituenciesthat are involved with the Company.It is,
however,expected that Boardmemberswould do this with the knowledgeof
managementand,in most instances,at the requestof management.Asprovidedin
Section20,if requestedby a majorstockholder(includinginstitutionalinvestors),the
LeadDirector (if one is appointed)shallensureavailabilityfor consultationand direct
communicationwith suchstockholder.

Directorsare subjectto the confidentialityprovisionsof the Company'sCode of Ethics
andshould maintainthe confidentiality of all non-public boardmattersand materials.

The Board will give appropriate attention to written communicationsthat aresubmitted
by stockholdersand other interestedparties,and will respondif and asappropriate.
Absentunusualcircumstancesor ascontemplatedby the committeecharters,the
Chairpersonof the Board(if anIndependentDirector),or the Lead Director(if one is
appointed),or otherwisethe chairpersonof the Committeeshall,subject to advice and
assistancefrom the GeneralCounsel,(1) be primarilyresponsiblefor monitoring
communicationsfrom stockholdersandother interestedparties,and (2) providecopies
or summariesof suchcommunicationsto the other Directorsas he or sheconsiders
appropriate.

30. Stock Ownership Guidelines for Board Members.

The Boardconsidersownershipof Companystockby Boardmembersto be important to
align the interestsof Directorswith thoseof stockholders.Accordingly,it is a policyof
the Boardthat, priorto five (5) yearsafterjoining the Board,all Directorsshallattain
minimumstockownershipequal in valueto at leastfive (5) times the annual Boardcash
retainerasset from time to time by the Board.ManagementDirectorsshallalso
maintainequity ownershipconsistent with guidelinesadopted for Company executives.

12



Ail sharesownedoutright, unvestedrestrictedstockand vestedstockoptions,whether
obtainedthrough employment,Boardmembership,or otherwise,shallbe taken into
considerationin determiningcompliancewith the abovestockownershipguidelines.The
value of stockoptionsfor this purposeshallbe the excessof the marketpriceof the
underlyingstockover the exerciseprice.
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