


















































































 

Long-Term Incentive Plan Resolution 

February 6, 2015 

 

 

Mr. Taylor reminded directors that the Company has a Long-Term Incentive Plan (the 

“Plan”), as amended, in order to provide incentive compensation for employees, as well as 

directors and executive Officers of the Company. 

He advised directors that the Compensation Committee is recommending that the Board 

approve amending the Plan in order to increase the number of shares reserved for issuance under 

the Plan.  

Upon approval from the Board, a proposal will be included in the 2015 proxy statement 

requesting that shareholders approve the amendment to the Plan increasing the authorized shares.  

The reasons for increasing the shares will be outlined in detail in the proxy statement. 

After discussion, the following resolutions were moved, seconded, and unanimously 

adopted: 

BE IT RESOLVED that the Board of Directors hereby approves submitting a 

proposal to the shareholders in the 2015 proxy statement to amend Company’s 

Long-Term Incentive Plan in order to increase the number of shares reserved for 

issuance under the Plan; and 

 

BE IT RESOLVED FURTHER that the appropriate Officers of the Company are, 

and each of them hereby is, authorized and empowered to execute and deliver any 

and all such further agreements, instruments, and other documents and to do and 

perform any and all such further acts and things as in the judgment of the Officer 

or Officers taking such action may appear necessary or convenient to carry out the 

purpose of the foregoing resolution. 



CONDENSED CONSOLIDATED BALANCE SHEETS 

Avista Corporation 

Dollars in thousands 

(Unaudited) 

 June 30,  December 31, 

 2015  2014 

Assets:    

Current Assets:    

Cash and cash equivalents $ 16,242   $ 22,143  

Accounts and notes receivable-less allowances of $8,094 and $4,888, respectively 136,321   171,925  

Utility energy commodity derivative assets 484   1,525  

Regulatory asset for utility derivatives 21,464   29,640  

Materials and supplies, fuel stock and natural gas stored 50,873   66,356  

Deferred income taxes 19,576   14,794  

Income taxes receivable 942   43,893  

Other current assets 43,428   45,071  

Total current assets 289,330   395,347  

Net Utility Property:    

Utility plant in service 4,941,008   4,718,062  

Construction work in progress 174,482   227,758  

Total 5,115,490   4,945,820  

Less: Accumulated depreciation and amortization 1,388,790   1,325,858  

Total net utility property 3,726,700   3,619,962  

Other Non-current Assets:    

Investment in exchange power-net 10,208   11,433  

Investment in affiliated trusts 11,547   11,547  

Goodwill 57,672   57,976  

Long-term energy contract receivable 21,590   28,202  

Other property and investments-net 42,506   42,016  

Total other non-current assets 143,523   151,174  

Deferred Charges:    

Regulatory assets for deferred income tax 96,806   100,412  

Regulatory assets for pensions and other postretirement benefits 229,684   235,758  

Other regulatory assets 97,690   91,920  

Regulatory asset for unsettled interest rate swaps 51,490   77,063  

Non-current regulatory asset for utility derivatives 28,214   24,483  

Other deferred charges 16,552   16,212  

Total deferred charges 520,436   545,848  

Total assets $ 4,679,989   $ 4,712,331  

The Accompanying Notes are an Integral Part of These Statements. 



CONDENSED CONSOLIDATED BALANCE SHEETS (continued) 

Avista Corporation 

Dollars in thousands 

(Unaudited) 

 June 30,  December 31, 

 2015  2014 

Liabilities and Equity:    

Current Liabilities:    

Accounts payable $ 70,086   $ 112,974  

Current portion of long-term debt and capital leases 3,162   6,424  

Current portion of nonrecourse long-term debt of Spokane Energy —   1,431  

Short-term borrowings 90,000   105,000  

Utility energy commodity derivative liabilities 12,681   18,045  

Other current liabilities 131,017   141,395  

Total current liabilities 306,946   385,269  

Long-term debt and capital leases 1,494,885   1,492,062  

Long-term debt to affiliated trusts 51,547   51,547  

Regulatory liability for utility plant retirement costs 259,006   254,140  

Pensions and other postretirement benefits 188,862   189,489  

Deferred income taxes 718,265   710,342  

Other non-current liabilities and deferred credits 146,473   146,240  

Total liabilities 3,165,984   3,229,089  

Commitments and Contingencies (See Notes to Condensed Consolidated Financial Statements)    

    

Equity:    

Avista Corporation Shareholders’ Equity:    

Common stock, no par value; 200,000,000 shares authorized; 62,293,936 and 

62,243,374 shares outstanding 1,001,253 
 
 999,960 

 

Accumulated other comprehensive loss (7,397 )  (7,888 ) 

Retained earnings 520,537   491,599  

Total Avista Corporation shareholders’ equity 1,514,393   1,483,671  

Noncontrolling Interests (388 )  (429 ) 

Total equity 1,514,005   1,483,242  

Total liabilities and equity $ 4,679,989   $ 4,712,331  

The Accompanying Notes are an Integral Part of These Statements. 

 

 



NOTE 13. COMMITMENTS AND CONTINGENCIES 

In the course of its business, the Company becomes involved in various claims, controversies, disputes and other 

contingent matters, including the items described in this Note. Some of these claims, controversies, disputes and 

other contingent matters involve litigation or other contested proceedings. For all such matters, the Company intends 

to vigorously protect and defend its interests and pursue its rights. However, no assurance can be given as to the 

ultimate outcome of any particular matter because litigation and other contested proceedings are inherently subject 

to numerous uncertainties. For matters that affect Avista Utilities’ or AEL&P's operations, the Company intends to 

seek, to the extent appropriate, recovery of incurred costs through the ratemaking process. 

Pacific Northwest Refund Proceeding 

In July 2001, the Federal Energy Regulatory Commission (“FERC” or “Commission”) initiated a preliminary 

evidentiary hearing to develop a factual record as to whether prices for spot market sales of wholesale energy in the 

Pacific Northwest between December 25, 2000 and June 20, 2001 were just and reasonable. In June 2003, the FERC 

terminated the Pacific Northwest refund proceedings, after finding that the equities do not justify the imposition of 

refunds. In August 2007, the Ninth Circuit found that the FERC had failed to take into account new evidence of 

market manipulation and that such failure was arbitrary and capricious and, accordingly, remanded the case to the 

FERC, stating that the FERC's findings must be reevaluated in light of the new evidence. The Ninth Circuit 

expressly declined to direct the FERC to grant refunds. On October 3, 2011, the FERC issued an Order on Remand. 

On April 5, 2013, the FERC issued an Order on Rehearing expanding the temporal scope of the proceeding to permit 

parties to submit evidence on transactions during the period from January 1, 2000 through and including June 20, 

2001. The Order on Remand established an evidentiary, trial-type hearing before an ALJ, and reopened the record to 

permit parties to present evidence of unlawful market activity. The Order on Remand stated that parties seeking 

refunds must submit evidence demonstrating that specific unlawful market activity occurred, and must demonstrate 

that such activity directly affected negotiations with respect to the specific contract rate about which they complain. 

Simply alleging a general link between the dysfunctional spot market in California and the Pacific Northwest spot 

market would not be sufficient to establish a causal connection between a particular seller's alleged unlawful 

activities and the specific contract negotiations at issue. The hearing was conducted in August through October 

2013. 

On July 11, 2012 and March 28, 2013, Avista Energy and Avista Utilities filed settlements of all issues in this docket 

with regard to the claims made by the City of Tacoma and the California AG (on behalf of CERS). The FERC has 

approved the settlements and they are final. The remaining direct claimant against Avista Utilities and Avista Energy 

in this proceeding is the City of Seattle, Washington (Seattle). 

With regard to the Seattle claims, on March 28, 2014, the Presiding ALJ issued her Initial Decision finding that: 1) 

Seattle failed to demonstrate that either Avista Utilities or Avista Energy engaged in unlawful market activity and 

also failed to identify any specific contracts at issue; 2) Seattle failed to demonstrate that contracts with either Avista 

Utilities or Avista Energy imposed an excessive burden on consumers or seriously harmed the public interest; and 

that 3) Seattle failed to demonstrate that either Avista Utilities or Avista Energy engaged in any specific violations of 

substantive provisions of the Federal Power Act or any filed tariffs or rate schedules. Accordingly, the ALJ denied all 

of Seattle’s claims under both section 206 and section 309 of the Federal Power Act. On May 22, 2015, the FERC 

issued its Order on Initial Decision in which it upheld the ALJ’s Initial Decision denying all of Seattle’s claims 

against Avista Utilities and Avista Energy. Seattle has filed a Request for Rehearing of the FERC’s Order on Initial 

Decision. The Company does not expect that this matter will have a material adverse effect on its financial 

condition, results of operations or cash flows. 

Sierra Club and Montana Environmental Information Center Litigation 



On March 6, 2013, the Sierra Club and Montana Environmental Information Center (MEIC) (collectively 

"Plaintiffs"), filed a Complaint in the United States District Court for the District of Montana, Billings Division, 

against the Owners of the Colstrip Generating Project ("Colstrip"). Avista Corp. owns a 15 percent interest in Units 3 

& 4 of Colstrip. The other Colstrip co-Owners are PPL Montana, Puget Sound Energy, Portland General Electric 

Company, NorthWestern Energy and PacifiCorp. The Complaint alleges certain violations of the Clean Air Act, 

including the New Source Review, Title V and opacity requirements. 

On September 27, 2013, the Plaintiffs filed an Amended Complaint. The Amended Complaint withdrew from the 

original Complaint fifteen claims related to seven pre-January 1, 2001 Colstrip maintenance projects, upgrade 

projects and work projects and claims alleging violations of Title V and opacity requirements. The Amended 

Complaint alleges certain violations of the Clean Air Act and the New Source Review and adds claims with respect 

to post-January 1, 2001 Colstrip projects. 

On August 27, 2014, the Plaintiffs filed a Second Amended Complaint. The Second Amended Complaint withdraws 

from the Amended Complaint five claims and adds one new claim. The Second Amended Complaint alleges certain 

violations of the Clean Air Act and the New Source Review. The Plaintiffs request that the Court grant injunctive 

and declaratory relief, order remediation of alleged environmental damages, impose civil penalties, require a 

beneficial environmental project in the areas affected by the alleged air pollution and require payment of Plaintiffs’ 

costs of litigation and attorney fees. The Plaintiffs have since indicated that they do not intend to pursue two of the 

seven projects, leaving a total of five projects remaining. 

The case has been bifurcated into separate liability and remedy trials. The Court has set the liability trial date for 

November 2015. No date has been set for the remedy trial. 

Management believes that it is reasonably possible that this matter could result in a loss to the Company. However, 

due to uncertainties concerning this matter, Avista Corp. cannot predict the outcome or determine whether it would 

have a material impact on the Company. 

Cabinet Gorge Total Dissolved Gas Abatement Plan 

Dissolved atmospheric gas levels (referred to as "TDG") in the Clark Fork River exceed state of Idaho and federal 

water quality numeric standards downstream of the Cabinet Gorge Hydroelectric Generating Project (Cabinet 

Gorge) during periods when excess river flows must be diverted over the spillway. Under the terms of the Clark 

Fork Settlement Agreement as incorporated in Avista Corp.'s FERC license for the Clark Fork Project, Avista Corp. 

has worked in consultation with agencies, tribes and other stakeholders to address this issue. Under the terms of a 

gas supersaturation mitigation plan, Avista is reducing TDG by constructing spill crest modifications on spill gates at 

the dam, and the Company expects to continue spill crest modifications over the next several years, in ongoing 

consultation with key stakeholders. The Company will continue to seek recovery, through the ratemaking process, of 

all operating and capitalized costs related to this issue. 

Fish Passage at Cabinet Gorge and Noxon Rapids 

In 1999, the United States Fish and Wildlife Service (USFWS) listed bull trout as threatened under the Endangered 

Species Act. In 2010, the USFWS issued a revised designation of critical habitat for bull trout, which includes the 

lower Clark Fork River.  In 2014, the USFWS issued a revised draft bull trout recovery plan, with the stated 

expectation to finalize the plan in 2015. 

The Clark Fork Settlement Agreement describes programs intended to help restore bull trout populations in the 

project area. Using the concept of adaptive management and working closely with the USFWS, the Company 

evaluated the feasibility of fish passage at Cabinet Gorge and Noxon Rapids. The results of these studies led, in part, 

to the decision to move forward with development of permanent facilities, among other bull trout enhancement 

efforts. Fishway designs for Cabinet Gorge are still being finalized. Construction cost estimates and schedules will 



be developed after several remaining issues are resolved, related to Montana's approval of fish transport from Idaho 

and expected minimum discharge requirements. Fishway design for Noxon Rapids has also been initiated, and is 

still in early stages. 

The Company believes its ongoing efforts through the Clark Fork Settlement Agreement continue to effectively 

address issues related to bull trout. The Company will continue to seek recovery, through the ratemaking process, of 

all operating and capitalized costs related to fish passage at Cabinet Gorge and Noxon Rapids. 

Kettle Falls Generation Station - Diesel Spill Investigation and Remediation 

In December 2013, the Company's operations staff at the Kettle Falls Generation Station discovered that 

approximately 10,000 gallons of diesel fuel had leaked underground from the piping system used to fuel heavy 

equipment. Avista Corp. made all proper agency notifications and worked closely with the Washington State 

Department of Ecology (Ecology) during the spill response and investigation phase. The Company installed ground 

water monitoring wells and there is no indication that ground or surface water is threatened by the spill. 

There is no indication that Ecology is considering any enforcement action and the Company initiated a voluntary 

cleanup action with the installation of a recovery system. 

As of June 30, 2015, the Company has recorded an estimated remediation liability and the Company will continue to 

monitor the remediation activities and will adjust any estimated remediation liability if necessary as new information 

is obtained. The Company does not expect that this matter will have a material effect on its financial condition, 

results of operations or cash flows. 

Collective Bargaining Agreements 

The Company’s collective bargaining agreements with the International Brotherhood of Electrical Workers (IBEW) 

represent approximately 45 percent of all of Avista Utilities’ employees. The agreement with the local union in 

Washington and Idaho representing the majority (approximately 90 percent) of the Avista Utilities' bargaining unit 

employees expired in March 2014. A new two-year agreement with this group was approved in January 2015 and 

has an expiration of March 2016. A new three-year agreement in Oregon, which covers approximately 50 

employees, was approved in April 2014.  

A new collective bargaining agreement with the local union of the IBEW in Alaska was signed in May 2013 and 

expires in March 2017. The collective bargaining agreement with the IBEW in Alaska represents approximately 54 

percent of all AERC employees. 

Investment Commitments 

In October 2014, an indirect subsidiary of Avista Corp. entered into an agreement to fund a limited liability company 

in exchange for equity ownership in the limited liability company. This represents an unconditional commitment for 

$3.1 million, and the payments began in October 2014. As of June 30, 2015, the remaining commitment under the 

agreement was $2.3 million. 



Customer Information and Work Management Systems Project Cost Recovery 

Over the past four years, Avista Corp. has invested significant capital into the replacement of its customer 

information and work management systems (Project Compass). Project Compass was completed and went into 

service during the first quarter of 2015. As part of the Washington electric and natural gas general rate cases filed in 

February 2015, Avista Utilities has requested the full recovery of the Washington share of the costs associated with 

this project. 

On July 27, 2015, the UTC Staff in the Company's electric and natural gas general rate cases filed responsive 

testimony. Included in their testimony was a recommendation to disallow $12.7 million (Washington's share) of 

Project Compass costs primarily related to the seven month delay in the full completion of the project. Avista 

Utilities has concluded that the likelihood that part of the cost of Project Compass will be disallowed for ratemaking 

purposes is less than probable.  

Other Contingencies 

In the normal course of business, the Company has various other legal claims and contingent matters outstanding. 

The Company believes that any ultimate liability arising from these actions will not have a material impact on its 

financial condition, results of operations or cash flows. It is possible that a change could occur in the Company’s 

estimates of the probability or amount of a liability being incurred. Such a change, should it occur, could be 

significant. 

 



CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

Avista Corporation 

For the Six Months Ended June 30  

Dollars in thousands, except per share amounts 

(Unaudited) 

 2015  2014 

Operating Revenues:    

Utility revenues $ 767,237   $ 740,229  

Non-utility revenues 16,585   18,929  

Total operating revenues 783,822   759,158  

Operating Expenses:    

Utility operating expenses:    

Resource costs 350,676   349,419  

Other operating expenses 146,284   134,686  

Depreciation and amortization 69,976   61,906  

Taxes other than income taxes 53,155   49,513  

Non-utility operating expenses:    

Other operating expenses 16,462   10,263  

Depreciation and amortization 334   298  

Total operating expenses 636,887   606,085  

Income from continuing operations 146,935   153,073  

Interest expense 39,768   37,291  

Interest expense to affiliated trusts 227   223  

Capitalized interest (1,796 )  (1,495 ) 

Other income-net (4,067 )  (5,655 ) 

Income from continuing operations before income taxes 112,803   122,709  

Income tax expense 41,263   43,973  

Net income from continuing operations 71,540   78,736  

Net income from discontinued operations (Note 4) 196   70,827  

Net income 71,736   149,563  

Net income attributable to noncontrolling interests (41 )  (193 ) 

Net income attributable to Avista Corp. shareholders $ 71,695   $ 149,370  

 The Accompanying Notes are an Integral Part of These Statements. 



CONDENSED CONSOLIDATED STATEMENTS OF INCOME (continued) 

Avista Corporation 

For the Six Months Ended June 30 

Dollars in thousands, except per share amounts 

(Unaudited) 

 2015  2014 

Amounts attributable to Avista Corp. shareholders:    

Net income from continuing operations attributable to Avista Corp. shareholders $ 71,499   $ 78,730  

Net income from discontinued operations attributable to Avista Corp. shareholders 196   70,640  

Net income attributable to Avista Corp. shareholders $ 71,695   $ 149,370  

Weighted-average common shares outstanding (thousands), basic 62,299   60,153  

Weighted-average common shares outstanding (thousands), diluted 62,744   60,316  

Earnings per common share attributable to Avista Corp. shareholders, basic:    

Earnings per common share from continuing operations $ 1.15   $ 1.31  

Earnings per common share from discontinued operations —   1.17  

Total earnings per common share attributable to Avista Corp. shareholders, basic $ 1.15   $ 2.48  

Earnings per common share attributable to Avista Corp. shareholders, diluted:    

Earnings per common share from continuing operations $ 1.14   $ 1.31  

Earnings per common share from discontinued operations —   1.17  

Total earnings per common share attributable to Avista Corp. shareholders, diluted $ 1.14   $ 2.48  

Dividends declared per common share $ 0.66   $ 0.635  

 The Accompanying Notes are an Integral Part of These Statements. 

 

 



CONDENSED CONSOLIDATED STATEMENTS OF EQUITY AND REDEEMABLE NONCONTROLLING 

INTERESTS 

Avista Corporation 

For the Six Months Ended June 30 

Dollars in thousands 

(Unaudited) 

 2015  2014 

Common Stock, Shares:    

Shares outstanding at beginning of period 62,243,374   60,076,752  

Shares issued 139,962   143,347  

Shares repurchased (89,400 )  —  

Shares outstanding at end of period 62,293,936   60,220,099  

Common Stock, Amount:    
Balance at beginning of period $ 999,960   $ 896,993  

Equity compensation expense 3,081   4,765  

Issuance of common stock, net of issuance costs and excess tax benefits 1,080   1,980  

Payment of minimum tax withholdings for share-based payment awards (1,480 )  —  

Repurchase of common stock (1,431 )  —  

Equity transactions of consolidated subsidiaries —   (1,062 ) 

Payment to option holders and redeemable noncontrolling interests for sale of Ecova —   (20,871 ) 

Excess tax benefits 43   3,936  

Balance at end of period 1,001,253   885,741  

Accumulated Other Comprehensive Loss:    

Balance at beginning of period (7,888 )  (5,819 ) 

Other comprehensive income 491   1,809  

Balance at end of period (7,397 )  (4,010 ) 

Retained Earnings:    

Balance at beginning of period 491,599   407,092  

Net income attributable to Avista Corporation shareholders 71,695   149,370  

Cash dividends paid (common stock) (41,268 )  (38,327 ) 

Repurchase of common stock (1,489 )  —  

Valuation adjustments and other noncontrolling interests activity —   10,150  

Balance at end of period 520,537   528,285  

Total Avista Corporation shareholders’ equity 1,514,393   1,410,016  

Noncontrolling Interests:    

Balance at beginning of period (429 )  20,001  

Net income attributable to noncontrolling interests 41   197  

Deconsolidation of noncontrolling interests related to sale of Ecova —   (23,612 ) 

Other —   2,943  

Balance at end of period (388 )  (471 ) 

Total equity $ 1,514,005   $ 1,409,545  

Redeemable Noncontrolling Interests:    
Balance at beginning of period $ —   $ 15,889  

Net loss attributable to noncontrolling interests —   (4 ) 

Purchase of subsidiary noncontrolling interests —   (12 ) 

Valuation adjustments and other noncontrolling interests activity —   (15,873 ) 

Balance at end of period $ —   $ —  
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AVISTA CORPORATION  

LONG-TERM INCENTIVE PLAN  
  

SECTION 1. PURPOSE  
  

The purpose of the Avista Corporation Long-Term Incentive Plan (the “Plan”) is to enhance the 

long-term shareholder value of Avista Corporation, a Washington corporation (the “Company”), 

by offering opportunities to employees, directors and officers of the Company and its 

Subsidiaries (as defined in Section 2) to participate in the Company’s growth and success, and to 

encourage them to remain in the service of the Company and its Subsidiaries and to acquire and 

maintain stock ownership in the Company.  

  

The Plan was initially adopted by the Company’s shareholders on May 14, 1998 and was 

subsequently amended and restated on May 12, 2000, January 1, 2005 and November 9, 2006.  

  

SECTION 2. DEFINITIONS  
  

For purposes of the Plan, the following terms are defined as set forth below:  

  

2.1 Award  

  

“Award” means an award or grant made to a Participant pursuant to the Plan, including, without 

limitation, awards or grants of Options, Stock Appreciation Rights, Stock Awards, Performance 

Awards, Other Stock-Based Awards or any combination of the foregoing (including any 

Dividend Equivalent Rights granted in connection with such Awards).  

  

2.2 Board  

  

“Board” means the Board of Directors of the Company.  

  

2.3 Cause  

  

“Cause” means (a) the willful and continued failure of the Holder to perform substantially the 

Holder’s duties with the Company or one of its Subsidiaries (other than any such failure resulting 

from incapacity due to physical or mental illness) after a written demand for substantial 

performance is delivered to the Holder by the Board or the Chief Executive Officer of the 

Company which specifically identifies the manner in which the Board or the Chief Executive 

Officer believes that the Holder has not substantially performed the Holder’s duties; or (b) the 

willful engaging by the Holder in illegal conduct or gross misconduct which is materially and 

demonstrably injurious to the Company.  
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2.4 Change of Control  

  

“Change of Control” means any of the following events:  

  

(a) The acquisition by any individual, entity or group (within the meaning of 

Section 13(d)(3) or 14(d)(2) of the Exchange Act) (a “Person”) of beneficial 

ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 

20% or more of either  

  

(i) the then outstanding shares of Common Stock of the Company (the 

“Outstanding Company Common Stock”) or  

  

(ii) the combined voting power of the then outstanding voting securities of the 

Company entitled to vote generally in the election of directors (the “Outstanding 

Company Voting Securities”); provided, however, that for purposes of this 

subsection (a), the following acquisitions shall not constitute a Change of 

Control: (i) any acquisition directly from the Company, (ii) any acquisition by 

the Company, (iii) any acquisition by any employee benefit plan (or related 

trust) sponsored or maintained by the Company or any corporation controlled by 

the Company or (iv) any acquisition by any corporation pursuant to a transaction 

which complies with clauses (i), (ii) and (iii) of subsection (c) of this 

Section 2.4;  

  

(b) A change in the Board so that individuals who constitute the Board (the “Incumbent 

Board”) as of the date of adoption of the Plan cease for any reason to constitute at least 

a majority of the Board after such date; provided, however, that any individual 

becoming a director subsequent to such date whose election, or nomination for election 

by the Company’s shareholders, was approved by a vote of at least a majority of the 

directors then comprising the Incumbent Board shall be considered as though such 

individual were a member of the Incumbent Board, but excluding, for this purpose, 

any such individual whose initial assumption of office occurs as a result of an actual or 

threatened election contest with respect to the election or removal of directors or other 

actual or threatened solicitation of proxies or consents by or on behalf of a Person 

other than the Board;  

  

(c) Consummation of a reorganization, merger or consolidation or sale or other disposition 

of all or substantially all of the assets of the Company (a “Business Combination”), in 

each case, unless, following such Business Combination, (i) all or substantially all of 

the individuals and entities who were the beneficial owners, respectively, of the 

Outstanding Company Common Stock and Outstanding Company Voting Securities 

immediately prior to such Business Combination beneficially own, directly or 

indirectly, more than 50% of, respectively, the then outstanding shares of Common 

Stock and the combined voting power of the then outstanding voting securities entitled 

to vote generally in the election of directors, as the case may be, of the corporation 

resulting from such Business Combination (including, without limitation, a corporation 

which as a result of such transaction owns the Company or all or substantially all of 
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the Company’s assets either directly or through one or more subsidiaries) in 

substantially the same proportions as their ownership, immediately prior to such 

Business Combination of the Outstanding Company Common Stock and Outstanding 

Company Voting Securities, as the case may be, (ii) no Person (excluding any 

corporation resulting from such Business Combination or any employee benefit plan 

(or related trust) of the Company or such corporation resulting from such Business 

Combination) beneficially owns, directly or indirectly, 20% or more of, respectively, 

the then outstanding shares of Common Stock of the corporation resulting from such 

Business Combination or the combined voting power of the then outstanding voting 

securities of such corporation except to the extent that such ownership existed prior to 

the Business Combination and (iii) at least a majority of the members of the Board of 

Directors of the corporation resulting from such Business Combination were members 

of the Incumbent Board at the time of the execution of the initial agreement, or of the 

action of the Board, providing for such Business Combination; or  

  

(d) Approval by the shareholders of the Company of a complete liquidation or dissolution 

of the Company.  

  

2.5 Code  

  

“Code” means the Internal Revenue Code of 1986, as amended from time to time.  

  

2.6 Common Stock  

  

“Common Stock” means the common stock, no par value, of the Company.  

  

2.7 Disability  

  

“Disability” means “disability” as that term is defined for purposes of the Company’s Long-

Term Disability Plan or other similar successor plan applicable to salaried employees.  

  

2.8 Dividend Equivalent Right  

  

“Dividend Equivalent Right” means an Award granted under Section 13.  

  

2.9 Early Retirement  

  

“Early Retirement” means early retirement as that term is defined by the Plan Administrator 

from time to time for purposes of the Plan.  

  

2.10 Exchange Act  

  

“Exchange Act” means the Securities Exchange Act of 1934, as amended.  
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2.11 Fair Market Value  

  

The “Fair Market Value” shall be the closing price per share for the Common Stock on the New 

York Stock Exchange as such price is officially quoted in the composite tape of transactions on 

such exchange for a single trading day. If there is no such reported price for the Common Stock 

for the date in question, then such price on the last preceding date for which such price exists 

shall be determinative of Fair Market Value.  

  

2.12 Good Reason  

  

“Good Reason” means:  

  

(a) The assignment to the Holder of any duties inconsistent in any respect with the 

Holder’s position (including status, offices, titles and reporting requirements), 

authority, duties or responsibilities, or any other action by the Company which results 

in a diminution in such position, authority, duties or responsibilities, excluding for this 

purpose an isolated, insubstantial and inadvertent action not taken in bad faith and 

which is remedied by the Company promptly after receipt of notice thereof given by 

the Holder;  

  

(b) Any failure of the Company to comply with its standard compensation arrangements 

with the Holder, including the failure to continue in effect any material compensation 

or benefit plan (or the substantial equivalent thereof) in which the Holder was 

participating at the time of a Change of Control, other than an isolated, insubstantial 

and inadvertent failure not occurring in bad faith and which is remedied by the 

Company promptly after receipt of notice thereof from the Holder;  

  

(c) Any purported termination of the Holder’s employment or service for Cause by the 

Company that does not comply with the terms of the Plan; or  

  

(d) The failure of the Company to require that any Successor Corporation (whether by 

purchase, merger, consolidation or otherwise) expressly assume and agree to be bound 

by the terms of the Plan in the same manner and to the same extent that the Company 

would be required to perform if no such succession had taken place.  

  

2.13 Grant Date  

  

“Grant Date” means the date the Plan Administrator adopted the granting resolution or a later 

date designated in a resolution of the Plan Administrator as the date an Award is to be granted.  

  

2.14 Holder  

  

“Holder” means:  

  

(a) the Participant to whom an Award is granted;  
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(b) for a Holder who has died, the personal representative of the Holder’s estate, the 

person(s) to whom the Holder’s rights under the Award have passed by will or by the 

applicable laws of descent and distribution, or the beneficiary designated in 

accordance with Section 14; or  

  

(c) the person(s) to whom an Award has been transferred in accordance with Section 14.  

  

2.15 Incentive Stock Option  

  

“Incentive Stock Option” means an Option to purchase Common Stock granted under Section 7 

with the intention that it qualify as an “incentive stock option” as that term is defined in 

Section 422 of the Code.  

   

2.16 Nonqualified Stock Option  

  

“Nonqualified Stock Option” means an Option to purchase Common Stock granted under 

Section 7 other than an Incentive Stock Option.  

  

2.17 Option  

  

“Option” means the right to purchase Common Stock granted under Section 7.  

  

2.18 Other Stock-Based Award  

  

“Other Stock-Based Award” means an Award granted under Section 12.  

  

2.19 Participant  

  

“Participant” means an individual who is a Holder of an Award or, as the context may require, 

any employee, director or officer of the Company or a Subsidiary who has been designated by 

the Plan Administrator as eligible to participate in the Plan.  

  

2.20 Performance Award  

  

“Performance Award” means an Award granted under Section 11, the payout of which is subject 

to achievement through a performance period of performance goals prescribed by the Plan 

Administrator.  

  

2.21 Plan Administrator  

  

“Plan Administrator” means the Board or any committee or committees designated by the Board 

or any person or persons to whom the Board has delegated authority to administer the Plan under 

Section 3.1.  
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2.22 Restricted Stock  

  

“Restricted Stock” means shares of Common Stock granted under Section 10, the rights of 

ownership of which are subject to restrictions prescribed by the Plan Administrator.  

  

2.23 Retirement  

  

“Retirement” means retirement as of the individual’s normal retirement date under the 

Company’s retirement plan for salaried employees or other similar successor plan applicable to 

salaried employees.  

  

2.24 Securities Act  

  

“Securities Act” means the Securities Act of 1933, as amended.  

  

2.25 Stock Appreciation Right  

  

“Stock Appreciation Right” means an Award granted under Section 9.  

  

2.26 Stock Award  

  

“Stock Award” means an Award granted under Section 10.  

  

2.27 Subsidiary  

  

“Subsidiary,” except as provided in Section 8.3 in connection with Incentive Stock Options, 

means any entity that is directly or indirectly controlled by the Company or in which the 

Company has a significant ownership interest, as determined by the Plan Administrator, and any 

entity that may become a direct or indirect parent of the Company.  

  

2.28 Successor Corporation  

  

“Successor Corporation” has the meaning set forth under Section 15.2.  

  

2.29 Trust and Trustee  

  

“Trust” and “Trustee” have the meanings set forth in Section 3.2.  

  

2.30 Trustee Shares  

  

“Trustee Shares” has the meaning set forth in Section 3.3.  
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SECTION 3. ADMINISTRATION  
  

3.1 Plan Administrator  

  

The Plan shall be administered by the Board or a committee or committees (which term includes 

subcommittees) appointed by, and consisting of two or more members of the Board. If and so 

long as the Common Stock is registered under Section 12(b) or 12(g) of the Exchange Act, the 

Board shall consider in selecting the Plan Administrator and the membership of any committee 

acting as Plan Administrator, with respect to any persons subject or likely to become subject to 

Section 16 of the Exchange Act, the provisions regarding (a) “outside directors” as contemplated 

by Section 162(m) of the Code; (b) “nonemployee directors” as contemplated by Rule 16b-3 

under the Exchange Act; and (c) “independent directors” as contemplated by Section 303A.02 of 

the New York Stock Exchange Listed Company Manual. The Board may delegate the 

responsibility for administering the Plan with respect to designated classes of eligible 

Participants to different committees consisting of two or more members of the Board, subject to 

such limitations as the Board or the Plan Administrator deems appropriate. Committee members 

shall serve for such term as the Board may determine, subject to removal by the Board at any 

time. To the extent consistent with applicable law, the Board may authorize one or more senior 

executive officers of the Company to grant Awards to designated classes of eligible employees 

within the limits prescribed by the Board.  

  

3.2 Administration and Interpretation by the Plan Administrator  

  

Except for the terms and conditions explicitly set forth in the Plan, the Plan Administrator shall 

have exclusive authority, in its discretion, to determine all matters relating to Awards under the 

Plan, including the selection of individuals to be granted Awards, the type of Awards, the 

number of shares of Common Stock subject to an Award, all terms, conditions, restrictions and 

limitations, if any, of an Award and the terms of any instrument that evidences the Award, and to 

authorize the Trustee (the “Trustee”) of any Trust (the “Trust”) that may be required pursuant to 

the Plan to grant Awards to Participants. The Plan Administrator shall also have exclusive 

authority to interpret the Plan and may from time to time adopt, and change, rules and 

regulations of general application for the Plan’s administration. The Plan Administrator’s 

interpretation of the Plan and its rules and regulations, and all actions taken and determinations 

made by the Plan Administrator pursuant to the Plan, shall be conclusive and binding on all 

parties involved or affected. The Plan Administrator may delegate administrative duties to such 

of the Company’s officers as it so determines.  

  

3.3 Trust for the Long-Term Incentive Plan  

  

Payments may be, but need not be, made to the Trustee, such payments to be used by the Trustee 

to purchase shares of the Common Stock. Shares purchased by the Trustee pursuant to the terms 

of the Trust (“Trustee Shares”) shall be held for the benefit of Participants, and shall be 

distributed to Participants or their beneficiaries by the Trustee at the direction of the Plan 

Administrator in accordance with the terms and conditions of the Awards. Awards may also be 

made in units that are redeemable (in whole or in part) in Trustee Shares.  
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SECTION 4. STOCK SUBJECT TO THE PLAN  
  

4.1 Authorized Number of Shares  

  

Subject to adjustment from time to time as provided in Section 15.1, a maximum of 4,500,000 

shares of Common Stock (which represents the sum of: (i) 3,500,000 shares that were previously 

authorized; and (ii) 1,000,000 shares newly authorized by shareholders with this restatement) 

shall be available for issuance under the Plan. Shares issued under the Plan shall be drawn from 

authorized and unissued shares or shares now held or subsequently acquired by the Company or, 

if required by applicable law, shall be purchased by the Trustee on the open market. In the event 

a Trust is required, the Company shall not issue any Common Stock under the Plan to the Trust 

or to any Participant, nor shall the Company purchase any Trustee Shares from the Trust.  

  

4.2 Limitations  

  

(a) Subject to adjustment from time to time as provided in Section 15.1, not more than an 

aggregate of 625,000 shares shall be available for issuance pursuant to grants of 

Restricted Stock under the Plan.  

  

(b) Subject to adjustment from time to time as provided in Section 15.1, not more than 

200,000 shares of Common Stock may be made subject to Awards under the Plan to 

any individual Participant in the aggregate in any one fiscal year of the Company, such 

limitation to be applied in a manner consistent with the requirements of, and only to 

the extent required for compliance with, the exclusion from the limitation on 

deductibility of compensation under Section 162(m) of the Code.  

  

(c) Subject to adjustment from time to time as provided in Section 15.1, to the extent 

consistent with Section 424 of the Code, not more than an aggregate of 80,000 shares 

may be issued under Incentive Stock Options.  

  

4.3 Reuse of Shares  

  

Any shares of Common Stock that have been made subject to an Award that cease to be subject 

to the Award (other than by reason of exercise or payment of the Award to the extent it is 

exercised for or settled in shares) shall again be available for issuance in connection with future 

grants of Awards under the Plan; provided, however, that for purposes of Section 4.2, any such 

shares shall be counted in accordance with the requirements of Section 162(m) of the Code. 

Shares that are subject to tandem Awards shall be counted only once.  

  

SECTION 5. ELIGIBILITY  
  

Awards may be granted under the Plan to those officers, directors and employees of the 

Company and its Subsidiaries as the Plan Administrator from time to time selects.  
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SECTION 6. AWARDS  
  

6.1 Form and Grant of Awards  

  

The Plan Administrator shall have the authority, in its sole discretion, to determine the type or 

types of Awards to be made under the Plan; provided, however, after December 31, 2004, the 

Plan Administrator may only award or grant those Awards that either comply with the applicable 

requirements of Section 409A of the Code, or do not result in the deferral of compensation 

within the meaning of Section 409A of the Code. Such Awards may include, but are not limited 

to, Incentive Stock Options, Nonqualified Stock Options, Stock Appreciation Rights, Stock 

Awards, Performance Awards, Other Stock-Based Awards and Dividend Equivalent Rights. 

Awards may be granted singly, in combination or in tandem so that the settlement or payment of 

one automatically reduces or cancels the other. Awards may also be made in combination or in 

tandem with, as alternatives to, or as the payment form for, grants or rights under any other 

employee or compensation plan of the Company.  

  

6.2 Acquired Company Awards  

  

Notwithstanding anything in the Plan to the contrary, the Plan Administrator may grant Awards 

under the Plan in substitution for awards issued under other plans, or assume under the Plan 

awards issued under other plans, if the other plans are or were plans of other acquired entities 

(“Acquired Entities”) (or the parent of the Acquired Entity) and the new Award is substituted, or 

the old award is assumed, by reason of a merger, consolidation, acquisition of property or of 

stock, reorganization or liquidation (the “Acquisition Transaction”); provided, however, any 

substitution of a new Option pursuant to a corporate transaction for an outstanding option or the 

assumption of an outstanding option shall meet the requirements of Treasury Regulation §1.424-

1. The preceding sentence shall apply to “incentive stock options” as that term is defined in 

Section 422 of the Code and nonqualified stock options. In the event that a written agreement 

pursuant to which the Acquisition Transaction is completed is approved by the Board and said 

agreement sets forth the terms and conditions of the substitution for or assumption of outstanding 

awards of the Acquired Entity, said terms and conditions shall be deemed to be the action of the 

Plan Administrator without any further action by the Plan Administrator, except as may be 

required for compliance with Rule 16b-3 under the Exchange Act, and the persons holding such 

Awards shall be deemed to be Participants and Holders.  

  

6.3 No Repricing  

  

Other than in connection with a change in the Company’s capitalization as described in 

Section 15.1 of the Plan, the exercise price of an Option or Stock Appreciation Right may not be 

reduced without shareholder approval.  

  

6.4 Recoupment of Awards  

  

Notwithstanding any other provision of the Plan, effective for any Award granted on or after 

February 12, 2010, a Participant who engaged in material misconduct or a material error that 

contributed directly or indirectly, in whole or in part, to the need for a restatement of the 
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Company’s consolidated financial statements and who becomes subject to the Company’s 

Recoupment Policy as adopted by the Board and as amended from time to time (“Recoupment 

Policy”), may have all or any portion of his or her Award under this Plan forfeited and/or all or a 

portion of any distribution payable to the Participant or his or her Beneficiary under the Plan 

recovered by the Company. All awards and/or dividend equivalents described in the Plan are 

subject to the provisions of the Recoupment Policy.  

  

SECTION 7. AWARDS OF OPTIONS  
  

7.1 Grant of Options  

  

The Plan Administrator is authorized under the Plan, in its sole discretion, to issue Options as 

Incentive Stock Options or as Nonqualified Stock Options, which shall be appropriately 

designated.  

  

7.2 Option Exercise Price  

  

The exercise price for shares purchased under an Option shall be as determined by the Plan 

Administrator, but shall not be less than 100% of the Fair Market Value of the Common Stock 

on the Grant Date.  

  

7.3 Term of Options  

  

The term of each Option shall be as established by the Plan Administrator or, if not so 

established, shall be 10 years from the Grant Date.  

  

7.4 Exercise of Options  

  

The Plan Administrator shall establish and set forth in each instrument that evidences an Option 

the time at which or the installments in which the Option shall vest and become exercisable, 

which provisions may be waived or modified by the Plan Administrator at any time. If not so 

established in the instrument evidencing the Option, the Option will vest and become exercisable 

according to the following schedule, which may be waived or modified by the Plan 

Administrator at any time:  

  

  

Period of Holder’s Continuous Employment or 

Service With the Company or Its 

Subsidiaries From the Option Grant Date 
  

Percent of Total 

Option That Is Vest

ed 

and Exercisable  
  

After 1 year ........................................................................   25% 

After 2 years .......................................................................   50% 

After 3 years .......................................................................   75% 

After 4 years .......................................................................   100% 



 Page | 12 

Notwithstanding the provisions of Section 7.4 above or of Section 7.6, any unvested portion of 

the Option shall vest and become exercisable in full immediately upon termination of 

employment for reasons of Disability or death.  

  

To the extent that the right to purchase shares has accrued thereunder, an Option may be 

exercised from time to time by written notice to the Company, in accordance with procedures 

established by the Plan Administrator, setting forth the number of shares with respect to which 

the Option is being exercised and accompanied by payment in full as described in Section 7.5. 

The Plan Administrator may determine at any time that an Option may not be exercised as to less 

than 100 shares at any one time (or the lesser number of remaining shares covered by the 

Option).  

  

7.5 Payment of Exercise Price  

  

The exercise price for shares purchased under an Option shall be paid in full to the Company by 

delivery of consideration equal to the product of the Option exercise price and the number of 

shares purchased. Such consideration must be paid in cash or by check, or, unless the Plan 

Administrator in its sole discretion determines otherwise, either at the time the Option is granted 

or at any time before it is exercised, a combination of cash and/or check (if any) and one or both 

of the following alternative forms:  

  

(a) tendering (either actually or, if and so long as the Common Stock is registered under 

Section 12(b) or 12(g) of the Exchange Act, by attestation) Common Stock already 

owned by the Holder for at least six months (or any shorter period necessary to avoid a 

charge to the Company’s earnings for financial reporting purposes) having a Fair 

Market Value on the day prior to the exercise date equal to the aggregate Option 

exercise price or  

  

(b) if and so long as the Common Stock is registered under Section 12(b) or 12(g) of the 

Exchange Act, and to the extent not prohibited by Section 402 of the Sarbanes-Oxley 

Act of 2002, delivery of a properly executed exercise notice, together with irrevocable 

instructions, to  

  

(i) a brokerage firm designated by the Company to deliver promptly to the Company 

the aggregate amount of sale or loan proceeds to pay the Option exercise price 

and any withholding tax obligations that may arise in connection with the 

exercise and  

  

(ii) the Company to deliver the certificates for such purchased shares directly to such 

brokerage firm, all in accordance with the regulations of the Federal Reserve 

Board.  

  

In addition, the price for shares purchased under an Option may be paid, either singly or in 

combination with one or more of the alternative forms of payment authorized by this Section 7.5 

by such other consideration as the Plan Administrator may permit.  



 Page | 13 

7.6 Post-Termination Exercises  

  

The Plan Administrator shall establish and set forth in each instrument that evidences an Option 

whether the Option will continue to be exercisable, and the terms and conditions of such 

exercise, if a Holder ceases to be employed by, or to provide services to, the Company or its 

Subsidiaries, which provisions may be waived or modified by the Plan Administrator at any 

time. If not so established in the instrument evidencing the Option, the Option will be exercisable 

according to the following terms and conditions, which may be waived or modified by the Plan 

Administrator at any time.  

  

In case of termination of the Holder’s employment or services other than by reason of death or 

Cause, the Option shall be exercisable, to the extent of the number of shares purchasable by the 

Holder at the date of such termination, only  

  

(a) within one year if the termination of the Holder’s employment or services is coincident 

with Retirement, Early Retirement in connection with a Company program offering 

early retirement or Disability or  

  

(b) within three months after the date the Holder ceases to be an employee, director, or 

officer of the Company or a Subsidiary if termination of the Holder’s employment or 

services is for any reason other than Retirement, Early Retirement in connection with a 

Company program offering early retirement or Disability, but in no event later than the 

remaining term of the Option. Any Option exercisable at the time of the Holder’s death 

may be exercised, to the extent of the number of shares purchasable by the Holder at 

the date of the Holder’s death, by the personal representative of the Holder’s estate, the 

person(s) to whom the Holder’s rights under the Award have passed by will or the 

applicable laws of descent and distribution or the beneficiary designated pursuant to 

Section 14 at any time or from time to time within one year after the date of death, but 

in no event later than the remaining term of the Option. Any portion of an Option that 

is not exercisable on the date of termination of the Holder’s employment or services 

shall terminate on such date, unless the Plan Administrator determines otherwise. In 

case of termination of the Holder’s employment or services for Cause, the Option shall 

automatically terminate upon first notification to the Holder of such termination, 

unless the Plan Administrator determines otherwise. If a Holder’s employment or 

services with the Company are suspended pending an investigation of whether the 

Holder shall be terminated for Cause, all the Holder’s rights under any Option likewise 

shall be suspended during the period of investigation.  

   

A transfer of employment or services between or among the Company and its Subsidiaries shall 

not be considered a termination of employment or services for purposes of this Section 7.6. The 

effect of a Company-approved leave of absence on the terms and conditions of an Option shall 

be determined by the Plan Administrator, in its sole discretion.  
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SECTION 8. INCENTIVE STOCK OPTION LIMITATIONS  
  

To the extent required by Section 422 of the Code, Incentive Stock Options shall be subject to 

the following additional terms and conditions:  

  

8.1 Dollar Limitation  

  

To the extent the aggregate Fair Market Value (determined as of the Grant Date) of Common 

Stock with respect to which Incentive Stock Options are exercisable for the first time during any 

calendar year (under the Plan and all other stock option plans of the Company) exceeds 

$100,000, such portion in excess of $100,000 shall be treated as a Nonqualified Stock Option. In 

the event the Participant holds two or more such Options that become exercisable for the first 

time in the same calendar year, such limitation shall be applied on the basis of the order in which 

such Options are granted.  

  

8.2 10% Shareholders  

  

If a Participant owns more than 10% of the total voting power of all classes of the Company’s 

stock, then the exercise price per share of an Incentive Stock Option shall not be less than 110% 

of the Fair Market Value of the Common Stock on the Grant Date and the Option term shall not 

exceed five years. The determination of 10% ownership shall be made in accordance with 

Section 422 of the Code.  

  

8.3 Eligible Employees  

  

Individuals who are not employees of the Company or one of its parent corporations or 

subsidiary corporations may not be granted Incentive Stock Options. For purposes of this 

Section 8.3, “parent corporation” and “subsidiary corporation” shall have the meanings attributed 

to those terms for purposes of Section 422 of the Code.  

  

8.4 Term  

  

The term of an Incentive Stock Option shall not exceed 10 years.  

  

8.5 Exercisability  

  

To qualify for Incentive Stock Option tax treatment, an Option designated as an Incentive Stock 

Option must be exercised within three months after termination of employment for reasons other 

than death, except that, in the case of termination of employment due to total disability, such 

Option must be exercised within one year after such termination. Employment shall not be 

deemed to continue beyond the first 3 months of a leave of absence unless the Participant’s 

reemployment rights are provided by statute or contract. For purposes of this Section 8.5, “total 

disability” shall mean a mental or physical impairment of the Participant that is expected to 

result in death or that has lasted or is expected to last for a continuous period of 12 months or 

more and that causes the Participant to be unable, in the opinion of the Company and two 

independent physicians, to perform his or her duties for the Company and to be engaged in any 

substantial gainful activity. Total disability shall be deemed to have occurred on the first day 
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after the Company and the two independent physicians have furnished their opinion of total 

disability to the Plan Administrator.  

  

8.6 Taxation of Incentive Stock Options  

  

In order to obtain certain tax benefits afforded to Incentive Stock Options under Section 422 of 

the Code, the Participant must hold the shares issued upon the exercise of an Incentive Stock 

Option for two years after the Grant Date of the Incentive Stock Option and one year from the 

date of exercise. A Participant may be subject to the alternative minimum tax at the time of 

exercise of an Incentive Stock Option. The Plan Administrator may require a Participant to give 

the Company prompt notice of any disposition of shares acquired by the exercise of an Incentive 

Stock Option prior to the expiration of such holding periods.  

  

SECTION 9. STOCK APPRECIATION RIGHTS  
  

9.1 Grant of Stock Appreciation Rights  

  

To the extent permitted by Section 6.1, the Plan Administrator may grant a Stock Appreciation 

Right separately or in tandem with a related Option.  

  

9.2 Tandem Stock Appreciation Rights  

  

A Stock Appreciation Right granted in tandem with a related Option will give the Holder the 

right to surrender to the Company all or a portion of the related Option and to receive an 

appreciation distribution (in shares of Common Stock or cash or any combination of shares and 

cash, as the Plan Administrator, in its sole discretion, shall determine at any time) in an amount 

equal to the excess of the Fair Market Value for the date the Stock Appreciation Right is 

exercised over the exercise price per share of the right, which shall be the same as the exercise 

price of the related Option. A tandem Stock Appreciation Right will have the same other terms 

and provisions as the related Option. Upon and to the extent a tandem Stock Appreciation Right 

is exercised, the related Option will terminate.  

  

9.3 Stand-Alone Stock Appreciation Rights  

  

A Stock Appreciation Right granted separately and not in tandem with an Option will give the 

Holder the right to receive an appreciation distribution (in shares of Common Stock or cash or 

any combination of shares and cash, as the Plan Administrator, in its sole discretion, shall 

determine at any time) in an amount equal to the excess of the Fair Market Value for the date the 

Stock Appreciation Right is exercised over the exercise price per share of the right.  

  

A stand-alone Stock Appreciation Right will have such terms as the Plan Administrator may 

determine, except that the exercise price per share of the right must be at least equal to 100% of 

the Fair Market Value on the Grant Date and the term of the right, if not otherwise established by 

the Plan Administrator, shall be 10 years from the Grant Date.  
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9.4 Exercise of Stock Appreciation Rights  

  

Unless otherwise provided by the Plan Administrator in the instrument that evidences the Stock 

Appreciation Right, the provisions of Section 7.6 relating to the termination of a Holder’s 

employment or services shall apply equally, to the extent applicable, to the Holder of a Stock 

Appreciation Right.  

  

SECTION 10. STOCK AWARDS  
  

10.1 Grant of Stock Awards  

  

To the extent permitted by Section 6.1, the Plan Administrator is authorized to make Awards of 

Common Stock to Participants on such terms and conditions and subject to such restrictions, if 

any (which may be based on continuous service with the Company or the achievement of 

performance goals related to earnings, earnings per share, profits, profit growth, profit-related 

return ratios, cost management, dividend payout ratios, economic value added, cash flow or total 

shareholder return, where such goals may be stated in absolute terms or relative to comparison 

companies), as the Plan Administrator shall determine, in its sole discretion, which terms, 

conditions and restrictions shall be set forth in the instrument evidencing the Award. The terms, 

conditions and restrictions that the Plan Administrator shall have the power to determine shall 

include, without limitation, the manner in which shares subject to Stock Awards are held during 

the periods they are subject to restrictions and the circumstances under which forfeiture of 

Restricted Stock shall occur by reason of termination of the Holder’s services.  

  

10.2 Issuance of Shares  

  

Upon the satisfaction of any terms, conditions and restrictions prescribed in respect to a Stock 

Award, or upon the Holder’s release from any terms, conditions and restrictions of a Stock 

Award, as determined by the Plan Administrator, the Company shall release, as soon as 

practicable, to the Holder or, in the case of the Holder’s death, to the personal representative of 

the Holder’s estate or as the appropriate court directs, the appropriate number of shares of 

Common Stock.  

  

10.3 Waiver of Restrictions  

  

Notwithstanding any other provisions of the Plan, the Plan Administrator may, in its sole 

discretion, waive the forfeiture period and any other terms, conditions or restrictions on any 

Restricted Stock under such circumstances and subject to such terms and conditions as the Plan 

Administrator shall deem appropriate.  

  

SECTION 11. PERFORMANCE AWARDS  
  

11.1 Plan Administrator Authority  

  

Performance Awards may be denominated in cash, shares of Common Stock or any combination 

thereof. To the extent permitted by Section 6.1, the Plan Administrator is authorized to grant 

Performance Awards and shall determine the nature, length and starting date of the performance 
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period for each Performance Award and the performance objectives to be used in valuing 

Performance Awards and determining the extent to which such Performance Awards have been 

earned. Performance objectives and other terms may vary from Participant to Participant and 

between groups of Participants. Performance objectives shall be based on earnings, earnings per 

share, profits, profit growth, profit-related return ratios, cost management, dividend payout 

ratios, economic value added, cash flow or total shareholder return, where such goals may be 

stated in absolute terms or relative to comparison companies, as the Plan Administrator shall 

determine, in its sole discretion. Additional performance measures may be used to the extent 

their use would comply with the exclusion from the limitation on deductibility of compensation 

under Section 162(m) of the Code. Performance periods may overlap and Participants may 

participate simultaneously with respect to Performance Awards that are subject to different 

performance periods and different performance factors and criteria.  

   

The Plan Administrator shall determine for each Performance Award the range of dollar values 

or number of shares of Common Stock (which may, but need not, be shares of Restricted Stock 

pursuant to Section 10), or a combination thereof, to be received by the Participant at the end of 

the performance period if and to the extent that the relevant measures of performance for such 

Performance Awards are met. If Performance Awards are denominated in cash, no more than an 

aggregate maximum dollar value of $1,000,000 shall be granted to any individual Participant in 

any one fiscal year of the Company, such limitations to be applied in a manner consistent with 

the requirements of, and to the extent required for compliance with, the exclusion from the 

limitation on deductibility of compensation under Section 162(m) of the Code. The earned 

portion of a Performance Award may be paid currently or on a deferred basis with such interest 

or earnings equivalent as may be determined by the Plan Administrator. Payment shall be made 

in the form of cash, whole shares of Common Stock (which may, but need not, be shares of 

Restricted Stock pursuant to Section 10), Options or any combination thereof, either in a single 

payment or in annual installments, all as the Plan Administrator shall determine.  

  

11.2 Adjustment of Awards  

  

The Plan Administrator may adjust the performance goals and measurements applicable to 

Performance Awards to take into account changes in law and accounting and tax rules and to 

make such adjustments as the Plan Administrator deems necessary or appropriate to reflect the 

inclusion or exclusion of the impact of extraordinary or unusual items, events or circumstances, 

except that, to the extent required for compliance with the exclusion from the limitation on 

deductibility of compensation under Section 162(m) of the Code, no adjustment shall be made 

that would result in an increase in the compensation of any Participant whose compensation is 

subject to the limitation on deductibility under Section 162(m) of the Code for the applicable 

year. The Plan Administrator also may adjust the performance goals and measurements 

applicable to Performance Awards and thereby reduce the amount to be received by any 

Participant pursuant to such Awards if and to the extent that the Plan Administrator deems it 

appropriate.  

  

11.3 Payout Upon Termination  

  

The Plan Administrator shall establish and set forth in each instrument that evidences a 

Performance Award whether the Award will be payable, and the terms and conditions of such 
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payment, if a Holder ceases to be employed by, or to provide services to, the Company or its 

Subsidiaries, which provisions may be waived or modified by the Plan Administrator at any 

time. If not so established in the instrument evidencing the Performance Award, the Award will 

be payable according to the following terms and conditions, which may be waived or modified 

by the Plan Administrator at any time. If during a performance period a Participant’s 

employment or services with the Company terminate by reason of the Participant’s Retirement, 

Early Retirement at the Company’s request, Disability or death, such Participant shall be entitled 

to a payment with respect to each outstanding Performance Award at the end of the applicable 

performance period (a) based, to the extent relevant under the terms of the Award, on the 

Participant’s performance for the portion of such performance period ending on the date of 

termination and (b) prorated for the portion of the performance period during which the 

Participant was employed by the Company, all as determined by the Plan Administrator. To the 

extent consistent with Section 409A of the Code, the Plan Administrator may provide for an 

earlier payment in settlement of such Performance Award discounted at a reasonable interest rate 

and otherwise in such amount and under such terms and conditions as the Plan Administrator 

deems appropriate.  

  

Except as otherwise provided in Section 15 or in the instrument evidencing the Performance 

Award, if during a performance period a Participant’s employment or services with the Company 

terminate other than by reason of the Participant’s Retirement, Early Retirement at the 

Company’s request, Disability or death, then such Participant shall not be entitled to any 

payment with respect to the Performance Awards relating to such performance period, unless the 

Plan Administrator shall otherwise determine. The provisions of Section 7.6 regarding leaves of 

absence and termination for Cause shall apply to Performance Awards.  

  

SECTION 12. OTHER STOCK-BASED AWARDS  
  

To the extent permitted by Section 6.1, the Plan Administrator may grant other Awards under the 

Plan pursuant to which shares of Common Stock (which may, but need not, be shares of 

Restricted Stock pursuant to Section 10) are or may in the future be acquired, or Awards 

denominated in stock units, including ones valued using measures other than market value. Such 

Other Stock-Based Awards may be granted alone or in addition to or in tandem with any Award 

of any type granted under the Plan and must be consistent with the Plan’s purpose.  

  

SECTION 13. DIVIDEND EQUIVALENT RIGHTS  
  

To the extent permitted by Section 6.1, any Awards under the Plan may, in the Plan 

Administrator’s discretion, earn Dividend Equivalent Rights. In respect of any Award that is 

outstanding on the dividend record date for Common Stock, the Participant may be credited with 

an amount equal to the cash or stock dividends or other distributions that would have been paid 

on the shares of Common Stock covered by such Award had such covered shares been issued 

and outstanding on such dividend record date. The Plan Administrator shall establish such rules 

and procedures governing the crediting of Dividend Equivalent Rights, including the timing, 

form of payment and payment contingencies of such Dividend Equivalent Rights, as it deems are 

appropriate or necessary.  
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SECTION 14. ASSIGNABILITY  
  

No Option, Stock Appreciation Right, Stock Award, Performance Award, Other Stock-Based 

Award or Dividend Equivalent Right granted under the Plan may be assigned or transferred by 

the Holder other than by will or by the applicable laws of descent and distribution, and, during 

the Holder’s lifetime, such Awards may be exercised only by the Holder or a permitted assignee 

or transferee of the Holder (as provided below). Notwithstanding the foregoing, and to the extent 

permitted by Section 422 of the Code, the Plan Administrator, in its sole discretion, may permit 

such assignment, transfer and exercisability and may permit a Holder of such Awards to 

designate a beneficiary who may exercise the Award or receive compensation under the Award 

after the Holder’s death; provided, however, that any Award so assigned or transferred shall be 

subject to all the same terms and conditions contained in the instrument evidencing the Award.  

  

SECTION 15. ADJUSTMENTS  
  

15.1 Adjustment of Shares  

  

In the event that, at any time or from time to time, a stock dividend, stock split, spin-off, 

combination or exchange of shares, recapitalization, merger, consolidation, distribution to 

shareholders other than a normal cash dividend or other change in the Company’s corporate or 

capital structure results in (a) the outstanding shares, or any securities exchanged therefor or 

received in their place, being exchanged for a different number or class of securities of the 

Company or of any other corporation or (b) new, different or additional securities of the 

Company or of any other corporation being received by the holders of shares of Common Stock 

of the Company, then the Plan Administrator shall make proportional adjustments in (i) the 

maximum number and kind of securities subject to the Plan as set forth in Section 4.1, (ii) the 

maximum number and kind of securities that may be made subject to Stock Awards and to 

Awards to any individual Participant as set forth in Section 4.2, and (iii) the number and kind of 

securities that are subject to any outstanding Award and the per share price of such securities, 

without any change in the aggregate price to be paid therefor; provided, however, any 

substitution of a new Option pursuant to a corporate transaction for an outstanding Option or the 

assumption of an outstanding Option shall meet the requirements of Treasury Regulation §1.424-

1. The preceding sentence shall apply to “incentive stock options” as that term is defined in 

Section 422 of the Code and nonqualified stock options. The determination by the Plan 

Administrator as to the terms of any of the foregoing adjustments shall be conclusive and 

binding.  

  

15.2 Change of Control  

  

Except as otherwise provided in the instrument that evidences the Award, in the event of any 

Change of Control, each Award that is at the time outstanding shall automatically accelerate so 

that each such Award shall, immediately prior to the specified effective date for the Change of 

Control, become 100% vested and exercisable. Such Award shall not so accelerate, however, if 

and to the extent that such Award is, in connection with the Change of Control, either to be 

assumed by the successor corporation or parent thereof (the “Successor Corporation”) or to be 

replaced with a comparable award for the purchase of shares of the capital stock of the Successor 

Corporation. The determination of Award comparability under clause (a) above shall be made by 
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the Plan Administrator, and its determination shall be conclusive and binding. All such Awards 

shall terminate and cease to remain outstanding immediately following the consummation of the 

Change of Control, except to the extent assumed by the Successor Corporation. Any such 

Awards that are assumed or replaced in the Change of Control and do not otherwise accelerate at 

that time shall be accelerated in the event that the Holder’s employment or services should 

subsequently terminate within three years following such Change of Control, unless such 

employment or services are terminated by the Successor Corporation for Cause or by the Holder 

voluntarily without Good Reason.  

  

15.3 Further Adjustment of Awards  

  

Subject to Sections 15.2 and 17.3, and subject to the limitations set forth in Section 11, the Plan 

Administrator shall have the discretion, exercisable at any time before a sale, merger, 

consolidation, reorganization, liquidation or other corporate transaction, as defined by the Plan 

Administrator, to take such further action as it determines to be necessary or advisable, and fair 

and equitable to Participants, with respect to Awards. Such authorized action may include (but 

shall not be limited to) establishing, amending or waiving the type, terms, conditions or duration 

of, or restrictions on, Awards so as to provide for earlier, later, extended or additional time for 

exercise, payment or settlement or lifting restrictions, differing methods for calculating payments 

or settlements, alternate forms and amounts of payments and settlements and other 

modifications, and the Plan Administrator may take such actions with respect to all Participants, 

to certain categories of Participants or only to individual Participants; provided, however, the 

Plan Administrator may act only in a manner that either complies with the applicable 

requirements of Section 409A of the Code, or does not result in the deferral of compensation 

within the meaning of Section 409A of the Code. The Plan Administrator may take such action 

before or after granting Awards to which the action relates and before or after any public 

announcement with respect to such sale, merger, consolidation, reorganization, liquidation or 

Change of Control that is the reason for such action.  

  

15.4 Limitations  

  

The grant of Awards will in no way affect the Company’s right to adjust, reclassify, reorganize 

or otherwise change its capital or business structure or to merge, consolidate, dissolve, liquidate 

or sell or transfer all or any part of its business or assets.  

  

SECTION 16. WITHHOLDING  
  

The Company may require the Holder to pay to the Company the amount of any withholding 

taxes that the Company is required to withhold with respect to the grant, exercise, payment or 

settlement of any Award. Subject to the Plan and applicable law and unless the Plan 

Administrator determines otherwise, the Holder may satisfy withholding obligations, in whole or 

in part, by paying cash, by electing to have the Company withhold shares of Common Stock (up 

to the employer’s minimum required tax withholding rate) or by transferring shares of Common 

Stock to the Company (already owned by the Participant for the period necessary to avoid a 

charge to the Company’s earnings for financial reporting purposes), in such amounts as are 

equivalent to the Fair Market Value of the withholding obligation. The Company shall have the 

right to withhold from any Award or any shares of Common Stock issuable pursuant to an 



 Page | 21 

Award or from any cash amounts otherwise due or to become due from the Company to the 

Participant an amount equal to such taxes.  

  

SECTION 17. AMENDMENT AND TERMINATION OF PLAN  
  

17.1 Amendment of Plan  

  

The Plan may be amended only by the Board as it shall deem advisable; provided, however, 

(i) the Board shall consider the impact of Section 409A of the Code on any amendment; and 

(ii) to the extent required for compliance with Section 422 of the Code or any other applicable 

law, rule or regulation, shareholder approval will be required for any amendment that will 

(a) increase the total number of shares as to which Options may be granted or that may be used 

in payment of Stock Appreciation Rights, Performance Awards, Other Stock-Based Awards or 

Dividend Equivalent Rights under the Plan or that may be issued as Stock Awards, (b) modify 

the class of persons eligible to receive Options, (c) result in a “material revision” of the Plan as 

contemplated by Section 303A.08 of the New York Stock Exchange Listed Company Manual, or 

(d) otherwise require shareholder approval under any applicable law, rule or regulation.  

  

17.2 Termination of Plan  

  

The Board may suspend or terminate the Plan at any time. The Plan will have no fixed expiration 

date; provided, however, that no Incentive Stock Options may be granted more than 10 years 

after the earlier of the Plan’s adoption by the Board and approval by the shareholders. In 

accordance with Treasury Regulations §§1.422-2(b)(iii) and 1.422-2(c), the amendment and 

restatement of the Plan effective January 1, 2005 constitutes a new plan for purposes of the 

Incentive Stock Option rules. As a result, Incentive Stock Options may be granted within ten 

years from the earlier of the date the amended and restated plan is adopted by the Board or the 

date such plan is approved by shareholders.  

  

17.3 Consent of Holder  

  

The amendment or termination of the Plan shall not, without the consent of the Holder of any 

Award under the Plan, impair or diminish any rights or obligations under any Award theretofore 

granted under the Plan. Any change or adjustment to an outstanding Incentive Stock Option shall 

not, without the consent of the Holder, be made in a manner so as to constitute a “modification” 

that would cause such Incentive Stock Option to fail to continue to qualify as an Incentive Stock 

Option.  

  

SECTION 18. GENERAL  
  

18.1 Award Agreements  

  

Awards granted under the Plan shall be evidenced by a written agreement that shall contain such 

terms, conditions, limitations and restrictions as the Plan Administrator shall deem advisable and 

that are not inconsistent with the Plan.  
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18.2 Continued Employment or Services; Rights in Awards  

  

None of the Plan, participation in the Plan as a Participant or any action of the Plan 

Administrator taken under the Plan shall be construed as giving any Participant or employee of 

the Company any right to be retained in the employ of the Company or limit the Company’s 

right to terminate the employment or services of the Participant.  

  

18.3 Registration  

  

The Company shall be under no obligation to any Participant to register for offering or resale or 

to qualify for exemption under the Securities Act, or to register or qualify under state securities 

laws, any shares of Common Stock, security or interest in a security paid or issued under, or 

created by, the Plan, or to continue in effect any such registrations or qualifications if made.  

  

The Company may issue certificates for shares with such legends and subject to such restrictions 

on transfer and stop-transfer instructions as counsel for the Company deems necessary or 

desirable for compliance by the Company with federal and state securities laws.  

  

Inability of the Company to obtain, from any regulatory body having jurisdiction, the authority 

deemed by the Company’s counsel to be necessary for the lawful issuance and sale of any shares 

hereunder or the unavailability of an exemption from registration for the issuance and sale of any 

shares hereunder shall relieve the Company of any liability in respect of the nonissuance or sale 

of such shares as to which such requisite authority shall not have been obtained.  

   

18.4 No Rights as a Shareholder  

  

No Award shall entitle the Holder to any cash dividend (except to the extent provided in an 

Award of Dividend Equivalent Rights), voting or other right of a shareholder unless and until the 

date of issuance under the Plan of the shares that are the subject of such Award, free of all 

applicable restrictions.  

  

18.5 Compliance With Laws and Regulations  

  

Notwithstanding anything in the Plan to the contrary, the Board, in its sole discretion, may 

bifurcate the Plan so as to restrict, limit or condition the use of any provision of the Plan to 

Participants who are officers or directors subject to Section 16 of the Exchange Act without so 

restricting, limiting or conditioning the Plan with respect to other Participants. Additionally, in 

interpreting and applying the provisions of the Plan, any Option granted as an Incentive Stock 

Option pursuant to the Plan shall, to the extent permitted by law, be construed as an “incentive 

stock option” within the meaning of Section 422 of the Code.  

  

18.6 Unfunded Plan  

  

The Plan is intended to constitute an “unfunded” plan. Nothing contained herein shall require the 

Company to segregate any monies or other property, or shares of Common Stock, or to create 

any trusts, or to make any special deposits for any immediate or deferred amounts payable to any 
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Participant, and no Participant shall have any rights that are greater than those of a general 

unsecured creditor of the Company.  

  

18.7 Severability  

  

If any provision of the Plan or any Award is determined to be invalid, illegal or unenforceable in 

any jurisdiction, or as to any person, or would disqualify the Plan or any Award under any law 

deemed applicable by the Plan Administrator, such provision shall be construed or deemed 

amended to conform to applicable laws, or, if it cannot be so construed or deemed amended 

without, in the Plan Administrator’s determination, materially altering the intent of the Plan or 

the Award, such provision shall be stricken as to such jurisdiction, person or Award, and the 

remainder of the Plan and any such Award shall remain in full force and effect.  

  

SECTION 19. EFFECTIVE DATE  
  

The Plan’s effective date is the date on which it is adopted by the Board, so long as it is approved 

by the Company’s shareholders at any time within 12 months of such adoption.  

  
 
 
 
 
 



Exhibit L 
 
Secured-Rate Spreads 

 
The following are maximum total spreads for various maturities over the applicable benchmark treasury 
yield. As stated in Section 2 the Applicant requests authority to issue Debt Securities without further 
Commission approval if spreads exceed what is provided in this Exhibit, as long as the all in Coupon rate 
does not exceed 8.0 percent per annum. This is meant to provide additional flexibility in the event spreads 
widen when the Applicant decides to issue any debt. 
 

Debt Securities Maturity Period 
 
 

Maximum 
Spread Over 
Benchmark 

Treasury 
Yield 

Greater than Less than or equal to 
 (>) (≤) (bps) 

9M 1Y  185 
1Y  2Y  190 
2Y  3Y  195 
3Y  4Y  200 
4Y  5Y  205 
5Y  7Y  210 
7Y  8Y  215 
8Y  9Y  220 

9Y  10Y  230 
10Y  15Y  265 
15Y  20Y  240 
20Y  25Y  245 
25Y  30Y  245 
30Y Or more 255 

 
 
 
 
 
 
 

 

 
 
 

 



Exhibit M 
 
Unsecured Interest Rate Spreads 

 
The following are maximum total spreads for various maturities over the applicable benchmark treasury 
yield. As stated in Section 2 the Applicant requests authority to issue Debt Securities without further 
Commission approval if spreads exceed what is provided in this Exhibit, as long as the all in Coupon rate 
does not exceed 8.0 percent per annum. This is meant to provide additional flexibility in the event spreads 
widen when the Applicant decides to issue any debt. 

Debt Securities Maturity Period 

Maximum 
Spread Over 
Benchmark 

Treasury 
Yield 

Greater than Less than or equal to 
 (>) (≤) (bps) 

0Y 1Y  215 
1Y  2Y  220 
2Y  3Y  225 
3Y  4Y  230 
4Y  5Y  235 
5Y  7Y  240 
7Y  8Y  245 
8Y  9Y  250 
9Y  10Y  260 

10Y  15Y  295 
15Y  20Y  270 
20Y  25Y  275 
25Y  30Y  275 
30Y Or more 285 

 
 
 
 

 

 
 
 

 


