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CORPORATE GOVERNANCE GUIDELINES OF 

AIR TRANSPORT SERVICES GROUP, INC. 

 
The Board of Directors has adopted the following Guidelines to help it fulfill its responsibility to 

stockholders to oversee the work of management in the conduct of the Company’s business and to seek to 

serve the long-term interests of stockholders. These Guidelines are intended to ensure that the Board has 

the necessary authority and practices in place to review and evaluate the Company’s business operations as 

needed and to make decisions that are independent of the Company’s management. These Guidelines are 

reviewed and revised from time to time to ensure the effective functioning of the Board and sound 

corporate governance. 

Board Composition and Selection; Independent Directors. 

1. Board Size.  The Company’s Certificate of Incorporation (“Certificate of Incorporation”) and 

Amended and Restated Bylaws (“Bylaws”) provide that the Board shall consist of not less than three 

nor more than nine directors, as determined by the Board in its discretion from time to time. The 

Nominating and Governance Committee periodically evaluates the size of the Board to ensure that it is 

functioning effectively. 

2. Selection of Board Members.  The Certificate of Incorporation provides that, until the annual meeting 

of stockholders following the annual meeting on stockholders held in 2013, the Board shall be divided 

as evenly as possible into three classes, with each class having a term of three years. The Company’s 

stockholders shall elect one class of directors each year.  Commencing with the third annual meeting of 

stockholders following the annual meeting of stockholders held in 2013, the foregoing classification of 

the Board of Directors shall cease. At the annual meeting of stockholders following the annual meeting 

of stockholders held in 2013 and at each annual meeting of stockholders thereafter, each nominee for 

director shall stand for election to a one-year term expiring at the next annual meeting of stockholders 

and until his or her successor is duly elected and qualified, subject to such director's earlier death, 

resignation, retirement or removal from service. Directors elected at the annual meeting of 

stockholders held in 2011 shall continue in office until the annual meeting of stockholders in 2014, 

directors elected at the annual meeting of stockholders held in 2012 shall continue in office until the 

annual meeting of stockholders in 2015, and directors elected at the annual meeting of stockholders 

held in 2013 shall continue in office until the annual meeting of stockholders in 2016, and, in each 

such case, until their respective successors are duly elected and qualified and subject to their earlier 

death, resignation, retirement or removal from service. The Board may take action at any time to fill 

vacancies in accordance with the Bylaws. 

3. Policies Relating to Director Nominees.  The Board, upon the recommendation of the Nominating 

and Governance Committee, has adopted the following policies relating to director nominees:  

A. General Qualifications for Board Membership. 

 Nominees should have a reputation for integrity, honesty and adherence to high ethical 

standards. 

 Nominees should hold or have held a generally recognized position of leadership. 

 Nominees should have demonstrated business acumen, business or governmental 

experience and an ability to exercise sound business judgment in matters that relate to the 

current and long-term objectives of the Company. 

 Nominees should have a commitment to understand the Company and its industry and to 

regularly attend and participate in meetings of the Board of Directors and its committees 

and annual meetings of the stockholders’ of the Company. 
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 Nominees should have a commitment to serve the best interests of the stockholders. 

 Nominees should have the ability to understand the sometimes varying interests of the 

various constituencies of the Company and its subsidiaries, which include stockholders, 

employees, customers, regulators, creditors and the general public, and to act in the 

interests of the Company’s stockholders. 

 Nominees should have a demonstrated ability to work constructively with groups with 

diverse perspectives and have a demonstrated ability to tolerate opposing viewpoints. 

 Nominees shall not be discriminated against on the basis of race, religion, national origin, 

sex or any other basis proscribed by law. 

 Nominees should be stockholders or have a commitment to acquiring a financial stake in 

the Company. 

B. Process and Procedures for Selection of Directors. 

 The Nominating and Governance Committee is responsible for identifying, recruiting and 

recommending to the Board candidates for election or appointment as directors. Stockholders 

also have the opportunity to nominate directors in accordance with applicable law and the 

Bylaws. The Board delegates the process of screening all director candidates to the 

Nominating and Governance Committee, which may solicit advice from the other members of 

the Board. In identifying suitable candidates for election or appointment to the Board, the 

Nominating and Governance Committee will consider the skills and characteristics needed by 

the Board of Directors in the context of the current status of the Board including, without 

limitation, whether at least one Board member satisfies the requirements of an “audit 

committee financial expert” as that term is defined in the rules of the Securities and Exchange 

Commission. Based on the recommendations of the Nominating and Governance Committee, 

the Board of Directors will nominate an appropriate slate of directors for election or, if filling 

a vacancy on the Board, will appoint a director to fill the vacancy. 

 In determining whether a director should stand for re-election, consideration should be given 

to the director’s attendance at meetings and meaningful participation in Board deliberations. 

 Stockholders may make recommendations to the Nominating and Governance Committee of 

potential nominees to the Board by submitting the materials set forth below to the Chairman 

of the Nominating and Governance Committee, Air Transport Services Group, Inc., 145 

Hunter Drive, Wilmington, Ohio 45177. The stockholder must provide: (1) all written 

materials that would be necessary for a stockholder to make a nomination pursuant to Section 

2.4 of the Bylaws, which materials must be submitted no later than the time permitted for a 

stockholder to make a director nomination pursuant to Section 2.4 of the Bylaws; (2) 

information confirming that the recommended individual meets the general qualifications for 

Board membership set forth in Paragraph 3.A. above; and (3) such other information 

requested by the Company reasonably related to the recommended individual’s qualifications 

as a nominee. Any such proposed nominee must agree, upon request, to meet with one or 

more members of the Nominating and Governance Committee and/or the Board of Directors 

to inquire into the nominee’s qualifications and background and to otherwise be interviewed 

for purposes of the nomination. 
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4. Majority Voting.  The Bylaws provide that in an uncontested election, each director will be elected by 

a majority of the votes cast.  A “majority of the votes cast” means that the number of shares voted 

“For” a nominee exceeds the number of shares voted “Against" that nominee. The Bylaws include a 

director resignation policy providing that, in any uncontested election, in order for any person to 

become a nominee for the Board, that person must submit an irrevocable resignation from the Board, 

which will become effective if that nominee does not receive a majority of the votes cast and the Board 

determines to accept such resignation. In such circumstances, the Board, acting on the recommendation 

of the Nominating and Governance Committee (which is composed entirely of independent directors), 

shall, within 90 days of receiving the certified vote pertaining to such election, determine whether to 

accept the resignation of such unsuccessful nominee and, in making that determination, may consider 

any factors or other information that it deems appropriate or relevant.  The unsuccessful incumbent is 

expected to voluntarily recuse himself or herself from participation in such deliberations.  The 

Company will promptly publicly disclose the Board's decision and, if applicable, the reasons for 

rejecting the tendered resignation, in a Report on Form 8-K filed with the SEC.  The majority voting 

standard does not apply in a contested election of directors.  An election is deemed to be a contested 

election if the number of nominees for election as directors at the meeting in question nominated by (i) 

the Board, (ii) any stockholder, or (iii) a combination thereof exceeds the number of directors to be 

elected.  In such circumstances, directors are instead elected by a plurality of the votes cast, meaning 

that the nominees receiving the most votes are elected.  The determination as to whether an election is 

a contested election shall be made as of the record date for the meeting in question.  Once an election 

is determined to be a contested election, the plurality standard shall remain in effect through the 

completion of the meeting, regardless whether the election ceases to be a contested election after the 

record date but prior to the meeting.     

5. Risk Oversight.  While the Company’s management is responsible for the day-to-day management of 

the various risks facing the Company, the Board has the primary responsibility for risk oversight, with 

the Board’s standing committees supporting the Board by addressing the risks inherent in their 

respective areas of oversight.  In meeting its responsibilities, the Board shall seek to (i) concentrate on 

the broader implications of a strategic direction, while allowing the committees to focus on specific 

areas of risk, (ii) ensure that management has implemented appropriate systems to manage risk, and 

(iii) ensure that it is providing effective risk oversight through its committee structure and oversight 

processes.   

Business risks shall ordinarily be reviewed by the full Board through its regular receipt of management 

presentations concerning different areas of the business and the opportunities and risks in those areas 

and engaging in a dialogue with management regarding these issues.  In addition, the Board and 

management shall periodically engage in a comprehensive discussion of business risks in conjunction 

with its strategic planning process.   

The respective areas of oversight delegated to the Board’s standing committees are reflected in their 

written charters.  However, generally speaking,: (i) the Audit Committee oversees risks related to the 

financial reporting process, internal controls and procedures and compliance issues; (ii) the 

Compensation Committee oversees risks associated with succession planning for the CEO and other 

executives as well as compensation-related risks, including by periodically evaluating the Company’s 

compensation programs to determine whether the design and operation of the Company’s 

compensation policies and practices could encourage executives and employees to take excessive or 

inappropriate risks that would be reasonably likely to have a material adverse effect on the Company; 

and (iii) the Nominating and Governance Committee oversees risks associated with succession 

planning for directors and corporate governance matters, including these guidelines and other 

corporate governance materials and the structure and performance of the Board and its committees. 
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6. Board Independence.  A majority of the directors of the Company shall be “independent directors” as 

that term is defined in the listing standards of the NASDAQ. At least two-thirds of the directors shall 

be U.S. Citizens as required by Article Twelfth. In addition, members of the Audit Committee must 

meet the criteria for independence contained in Section 10(A)(m)(3) of the Securities Exchange Act of 

1934 and the members of the Compensation Committee shall meet the independence standards 

pertaining to compensation committee members contained in the listing standards of the NASDAQ. 

The current policy of the Board is that the Chief Executive Officer will be the only employee of the 

Company who also serves as a director of the Company. 

7. Chairman of the Board and Chief Executive Officer.  The Board of Directors elects the Chairman 

of the Board and the Chief Executive Officer. The Chairman of the Board is responsible for the 

management of the Board’s affairs, including ensuring the Board is organized properly, functioning 

effectively and fulfilling its responsibilities, and will preside at all meetings of the stockholders and the 

Board of Directors. The Chief Executive Officer is responsible to the Board of Directors for the day-

to-day management of the Company’s business and affairs. It is the Board’s current policy that the 

Chairman of the Board should be (i) a non-employee, and (ii) an independent director, unless the 

Company also establishes and maintains a lead independent director position. 

8. Significant Changes.  Directors who are also officers of the Company or its subsidiaries must submit 

to the Secretary of the Company a letter of resignation as a director upon any termination of their 

employment as an officer of the Company or its subsidiaries, and directors who are not officers of the 

Company or its subsidiaries must notify the Secretary of the Company upon any change in their 

principal business or other activity in which the Board member was engaged at the time of his or her 

election. In each case, the Nominating and Governance Committee will review whether the termination 

of employment, new principal business or other activity is consistent with the general qualifications for 

Board membership, and will recommend a course of action to the Board. 

9. Other Directorships.  Service as a member of the Company’s Board of Directors is a significant 

commitment in time and responsibility. Accordingly, each Board member is encouraged to be mindful 

of his or her other existing and planned commitments, so that such other directorships and 

commitments do not materially interfere with his or her service as an effective and active member of 

the Company’s Board. The Nominating and Governance Committee and the Board will take into 

account the nature of and time involved in a director’s service on other boards in evaluating the 

suitability of individual directors and making its recommendations to the Company’s stockholders. 

Service on boards of other organizations must be consistent with the Company’s conflict of interest 

policies applicable to directors as set forth in the “Core Requirements” of the “Code of Conduct for 

Conducting Business of Air Transport Services Group, Inc.” 

Board Meetings. 

10. Scheduling Board Meetings.  The Board will hold regularly scheduled meetings at appropriate 

intervals and hold additional special meetings as necessary. In addition, the Chief Executive Officer, 

Chief Financial Officer and Secretary of the Company are encouraged to communicate informally with 

the Chairman and other members of the Board of Directors from time to time.  

11. Agenda for Board Meetings.  The Chairman of the Board, taking into account suggestions from other 

members of the Board and the Chief Executive Officer, will set the agenda for each Board meeting. 

The Secretary of the Company will distribute an agenda to the directors in advance of each meeting.  

12. Advance Distribution of Materials.  All information relevant to the Board’s understanding of matters 

to be discussed at an upcoming Board meeting should be distributed in writing or electronically to all 

members in advance, whenever feasible and appropriate. In preparing this information, management 

should ensure that the materials distributed are as concise as possible, yet give directors sufficient 

information to make informed decisions.  
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13. Meeting Attendance and Preparation.  Board members are expected to attend all Board meetings 

and the meetings of committees on which they serve, to spend the time needed to review materials in 

advance of such meetings, to participate in such meetings, and to meet as frequently as necessary to 

properly discharge their responsibilities. Board members are also expected to attend the annual 

meetings of the Company’s stockholders. 

14. Access to Employees.  The Board shall have access to employees of the Company and its subsidiaries 

in order to ensure that directors can ask all questions and glean all information necessary to fulfill their 

duties. The Board may specify a protocol for making such inquiries. Management is encouraged to 

invite Company personnel to any Board meeting at which their presence and expertise would help the 

Board have a full understanding of matters being considered. 

15. Access to Independent Advisors.  The Board and its committees have the right at any time to retain 

independent outside auditors and financial, legal or other advisors, and the Company will provide 

appropriate funding, as determined by the Board or any committee, to compensate those independent 

outside auditors or advisors, as well as to cover the ordinary administrative expenses incurred by the 

Board and its committees in carrying out their duties. 

16. Executive Sessions of Independent Directors.  The independent directors of the Company will meet 

in executive session (with no management directors or management present) on a regular basis and 

upon the request of one or more independent directors. The sessions are scheduled and chaired by the 

Chairman of the Board, provided he is an independent director, or such other independent director 

selected by the independent directors attending the executive session. The executive sessions will 

include whatever topics the independent directors deem appropriate. 

17. Communications with Board Members.  Stockholders and other parties interested in communicating 

directly with the Company’s directors or with the non-management directors as a group, may do so by 

writing to the Secretary of the Company at Air Transport Services Group, Inc., 145 Hunter Drive, 

Wilmington, Ohio 45177. All letters received by the Company and addressed to the non-management 

members of the Board shall be forwarded by the Secretary of the Company to the Chairman of the 

Audit Committee. The Chairman of the Audit Committee shall deliver a summary of such 

correspondence to the full Board at the next regularly scheduled meeting of the Board. Directors may 

at any time review a log of all correspondence received by the Company that is addressed to members 

of the Board and request copies of any such correspondence. Concerns relating to accounting, internal 

controls or auditing matters shall be immediately brought to the attention of the Company’s internal 

audit department and handled in accordance with procedures established by the Audit Committee with 

respect to such matters. 

Committees. 

18. Number and Type of Committees.  The Board has four standing committees – an Audit Committee, a 

Compensation Committee, an Executive Committee and a Nominating and Governance Committee. 

The Board may add new committees or remove existing committees as it deems advisable in the 

fulfillment of its primary responsibilities. Each committee will perform its duties as assigned by the 

Board in compliance with the Company’s Bylaws and the committee’s charter. 

19. Composition of Committees; Committee Chairpersons.  The Audit, Compensation, and Nominating 

and Governance Committee shall consist solely of independent directors and the chairperson of the 

Executive Committee shall be an independent director. At least one member of the Audit Committee 

shall qualify as an “audit committee financial expert” as that term is defined in the rules of the 

Securities and Exchange Commission.  The members of each committee are appointed by and serve at 

the discretion of the Board, following the recommendations of the Company’s Nominating and 

Governance Committee. The Board is also responsible for electing a member of each committee to 

serve as its chairperson. 
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20. Committee Meetings and Agenda.  The chairperson of the committee, taking into account 

suggestions from other members of the committee and, if appropriate, the Chief Executive Officer, will 

set the agenda for each committee meeting. The Secretary of the Company or the chairperson of the 

committee will distribute an agenda to the committee members in advance of the meeting.   

21. Compensation of the Board.  The Compensation Committee will recommend to the Board of 

Directors for its approval the form and amount of compensation paid to nonmanagement directors. 

Directors who are also employees of the Company or its subsidiaries will receive no additional 

compensation for serving on the Board. The Compensation Committee will periodically conduct a 

review of Board compensation which will include a comparison of the Company’s Board 

compensation practices with those of other public companies of comparable size. The results of such 

review will be reported to the Board. 

22. Compensation of the CEO and other Executive Officers.  The Compensation Committee will 

determine the compensation level of the Chief Executive Officer. The Compensation Committee will 

also determine, in consultation with the Chief Executive Officer, the compensation levels of the other 

executive officers and such other employees of the Company and its subsidiaries as are described in 

the Compensation Committee Charter of the Company. The Compensation Committee will invite all 

other independent directors to participate in such discussions. 

Performance Evaluation; Succession Planning. 

23. Annual Evaluation of Chief Executive Officer.  The Compensation Committee will conduct a review 

at least annually of the performance of the Chief Executive Officer and communicate the results of the 

review to the Chief Executive Officer and the Board. The Compensation Committee will invite all 

other independent directors to participate in such review. 

24. Succession Planning.  The Compensation Committee, in consultation with the Chief Executive 

Officer, will monitor and make recommendations to the Board of Directors on a periodic basis with 

respect to succession planning for the Chief Executive Officer and other members of executive 

management of the Company and its subsidiaries. The Chief Executive Officer will at all times make 

available his recommendations and evaluations of potential successors, along with a review of any 

development plans recommended for such individuals. 

25. Board Self-Evaluation.  The Nominating and Governance Committee will implement and oversee, an 

annual performance evaluation of the Audit, Compensation and Nominating and Governance 

Committees of the Board and the Board of Directors as a whole. The Nominating and Governance 

Committee will report the results of these evaluations to the Board of Directors and identify 

opportunities to improve the effectiveness of the Board and its committees. 

Other Practices. 

26. Director Orientation and Continuing Education.  The Nominating and Governance Committee and 

management are responsible for developing new-director orientation programs and for encouraging 

directors to participate in continuing education programs to assist them in maintaining the skills 

necessary or appropriate for the performance of their responsibilities. 

 Orientation programs will be designed to familiarize new directors with the Company's 

businesses, strategies and policies and to assist new directors in developing the skills and 

knowledge required for their service. 
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 Continuing education programs for directors may include a combination of internally 

developed materials and presentations, programs presented by third parties at the Company, 

and financial and administrative support for attendance at a qualifying university or other 

independent programs. 

27. Director Stock Ownership.  The Board believes that, in order to align the interests of directors and 

stockholders, directors should own stock in the Company. The Board from time to time may establish 

minimum stock ownership requirements for the directors. 

28. Prohibition on Personal Loans.  The Company and its subsidiaries will not extend or maintain credit, 

arrange for the extension of credit, or renew an extension of credit, in the form of a personal loan to or 

for any Board member or member of the executive management of the Company or its subsidiaries. 

29. Excise Tax Gross-Up Payments.  From and after March 26, 2014, the Company will not enter into 

any new contractual agreements to make any excise tax gross-up payments.  “Excise tax gross-up 

payment” means any payment of compensation to or on behalf of any executive, the amount of which 

is calculated by reference to such executive’s estimated or actual golden parachute tax liability 

imposed by Section 4999 of the Internal Revenue Code of 1986, as amended. 

30. Confidential Voting.  It is the policy of the Company that all proxy cards, ballots and vote tabulations 

that identify the vote of a specific stockholder on any matter submitted for a vote of stockholders be 

kept secret from the Company and its subsidiaries and their directors, officers and employees, except 

when (a) disclosure is required by applicable law or regulation, (b) when a stockholder expressly 

requests such disclosure, and (c) in a contested proxy solicitation. 

31. Interaction with Institutional Investors, Press, Customers and Persons Outside the Company.  
The Board of Directors believes that it is management's responsibility to speak for the Company. If 

comments from the Board are appropriate, they should, in most circumstances, come from the 

Chairman of the Board. In those instances in which it is necessary for an individual Board member to 

speak with outside constituencies, it is expected that he or she will do so only with the knowledge of 

both the Chairman of the Board and Chief Executive Officer and, absent unusual circumstances, only 

at the request of the Chairman of the Board. 

32. Review of Corporate Governance.  The Nominating and Governance Committee will periodically 

review these guidelines and other corporate governance materials, as appropriate, and make 

recommendations to the Board for modification. 

 

Last reviewed: March 26, 2014 

Last modified: March 26, 2014 


