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BAXTER INTERNATIONAL INC.
Corporate Gover nance Guidelines

The Board of Directors of Baxter Internationat.l'Baxter” or the “Company” including
its subsidiaries) recognizes the importance of lexaiecorporate governance as a means of
addressing the needs of the Company’s sharehoktapyees, customers and other stakeholders.
These guidelines, along with the charters and kagtiges of the Board committees, provide the
overall framework for the governance of Baxter. Buard of Directors recognizes that corporate
governance is a dynamic and ever-evolving areaanting periodic review. Accordingly, the
following guidelines are subject to review and afrom time to time by the Corporate
Governance Committee and the Board.

l. Board of Directors

A. Size and Composition

1. Size. The Company’s Amended and RestatedfiCate of Incorporation
provides that the number of directors shall bediftem time to time by
the Board of Directors, but in no event shall ks l#han nine or more than
seventeen.

2. Independence of Directors. The Board of Diexwill be composed of a
majority of directors who meet the criteria for dependence” established
by the New York Stock Exchange (“NYSE”). In orderbe considered
independent, the Board shall affirmatively detemninat the director has
no material relationship with the Company (eithieectly or as a partner,
shareholder or officer of an organization that &aslationship with the
Company).

3. Chairman of the Board/Chief Executive Officdihe Company’s Bylaws
require that the Board of Directors annually eee@hairman of the Board
and a Chief Executive Officer, which positions anerently held by the
same person. So long as the Chief Executive Qffieeves as Chairman,
the Board will annually elect a Lead Director framong the independent
directors. The Board annually reviews its corpgigdvernance, which
includes succession planning for the Chairman andf&Executive
Officer.

4, Lead Director. When the position of Lead Dioeds required, there isan
expectation that such Lead Director will serveddhree-year term.

Such Lead Director shall:
» preside at all Board executive sessions and altingeeof the
Board when the Chairman and Chief Executive Offiserot
present;
* act as a liaison between the independent direatutghe
Chairman and Chief Executive Officer;



» review meeting agendas for the Board and work thi¢h
Chairman and Chief Executive Officer to facilitétmely and
appropriate information flow to the Board; and

» serve as the contact person for interested padies
communicate directly with the independent directors

B. Selection and Qualifications

1.

Director Qualifications. The Board of Direxddnas delegated to the
Corporate Governance Committee the responsibditydcommending to
the Board the nominees for election as directotseatinnual meetings of
shareholders, and recommending persons to filvacgncy on the Board.
Invitations to join the Board are extended by thi@nan of the Board or
a designated representative. The Corporate Gavegrfaommittee selects
individuals for nomination to the Board of Directdyased on the
following criteria. Nominees for director must:

* Possess fundamental qualities of intelligence, signe
perceptiveness, good judgment, maturity, high stard
standards, integrity, fairness and responsibility.

* Have a genuine interest in the Company and redogrthat as a
member of the Board, each director is accountabdg t
shareholders of the Company, not to any partidatarest group.

* Have a background that demonstrates an undersgaatiin
business and financial affairs and the complexiies large,
multifaceted, global business, governmental or atiocal
organization.

* Be or have been in a senior position in a comptgarmization
such as a corporation, university or major unij@fernment or a
large not-for-profit institution.

* Have no conflict of interest or legal impedimerdttivould
interfere with the duty of loyalty owed to the Coamy and its
shareholders.

» Have the ability and be willing to spend the tireguired to
function effectively as a Director.

* Be compatible and able to work well with other Rigrs and
executives in a team effort with a view to a lorgat relationship
with the Company as a Director.

* Have independent opinions and be willing to sthésrtin a
constructive manner.

Directors are selected on the basis of taletiteperience. Diversity of
background, including diversity of gender, racénét or geographic
origin, age, and experience in business, governamheducation and in
healthcare, science, technology and other areagamt to the Company’s
activities are factors in the selection process.aAnajority of the Board
must consist of individuals who are independemiprainee’s ability to
meet the independence criteria established by ¥®ENs also a factor in
the nominee selection process.



Director Orientation and Continuing Educati The Corporate
Governance Committee is responsible for ensuriagrtw directors
receive an effective orientation to the Company laasladopted a Director
Orientation and Continuing Education Program. ddition, the Corporate
Governance Committee periodically reviews the daeeducation
sessions attended by the directors in order tasadhe effectiveness of
continuing director education.

Review of Director Affiliations. The Corpora@overnance Committee
annually reviews the outside affiliations of eadtector to determine
whether those affiliations present any conflictsnbérest or are otherwise
inconsistent with the best interests of Baxter.

Limit on the Number of Other Company Directapsh No director who is
employed full time may serve on the board of doecbf more than two
other public companies, and no other director nesyeson the board of
directors of more than four other public companiggess Baxter's Board
determines that simultaneous service on additiboatds would not
impair the director’s ability to serve effectivedyp Baxter's Board.
Directors are required to notify the Chairman & Board and the
Chairman of the Corporate Governance Committee priaccepting any
invitation to serve on the board, audit committeeammpensation
committee of any other company to ensure ther@aenflicts of interest
or other issues.

Board Compensation. The Compensation Comanigteesponsible for
recommending to the Board of Directors changehéncbmpensation and
benefits paid to directors for their Board servicempensation for
non-employee directors should be competitive aityfpay directors for
work required of directors of a company of Baxteize and complexity.
In addition, director compensation should includaigy-based
compensation in order to align directors’ interegth the long-term
interests of shareholders. The Compensation Coewrgihnually reviews
the level and form of the Company’s director congadion, including
how such compensation relates to the Company’'sp€sianges to
director compensation are proposed to the full Bdar approval. A
director who is also an employee of the Companyl sbareceive
additional compensation for such service as adirec

Stock Ownership Guidelines. Each direct@nisouraged to maintain
ownership of Baxter common stock. The stock owriprghideline
recommended for each director, after five yeaBa#rd service, is to hold
five times the annual cash retainer provided tedfors.

Change in Director’'s Circumstances. [fr@chor discontinues or changes
the employment affiliation held at the time of e¢leo as a director,
becomes involved in a current or potential confhicinterest or a
commercial or other relationship (including relasbips of immediate
family members) that may impair the director’s ipdedence, becomes
unable to spend the required time or becomes didatilat director shall
notify the Corporate Governance Committee with>grianation of the




changed circumstances including, if applicable dinector’s future
business or professional plans. The Corporate thamee Committee
shall review the information presented and deteertive appropriateness
of continued membership. No member of the BoardsetBoard
membership is being reviewed shall participatd@review process or
vote on the matter.

Oper ation and Perfor mance Evaluations

1.

Executive Sessions. The Board of Directoadl sheet in executive
session at every regularly scheduled meeting. Execsession shall mean
meetings without Company management or employeetoirs.

Agenda. The Chairman of the Board, in coasiolh with the Lead
Director, will establish the agenda for each Baaekting. Each Board
member is encouraged to suggest the inclusiorewfston the agenda.

Distribution of Board Materials. As a genardk, presentations on
specific subjects should be sent to the Board mesradficiently in
advance to allow time for review, so that Board timgetime may be
conserved and discussion time focused on quedtianshe Board may
have about the materials. To that end, Board mesrdrerexpected to read
all of such materials prior to the meetings.

Evaluation of Chairman and Chief Executivei€if Performance. The
Corporate Governance Committee annually reviewseaatiiates the
performance of the Chairman and Chief Executivec®ff The Corporate
Governance Committee Chairperson reports to thedBaathe evaluation
in executive session. The evaluation is used apemtion with the
Compensation Committee and the Board in settingpemrsation.

Board and Committee Self-Evaluations. TherBa@anually reviews its
own structure, governance principles, compositeggnda, processes and
schedule to consider whether it is functioning vireNiew of its
responsibilities and the evolving situation of @@mpany. In furtherance
of this objective, the Corporate Governance Coneaitnnually reviews
the process by which the Board and its committeeslect annual self-
evaluations.

Attendance. Each director is expected toleetyuattend meetings of the
Board and committees on which such director sitd,ta review prior to
meetings materials distributed in advance of suebtings. In addition,
each director is expected to attend the annualingeet shareholders so
that shareholders have an opportunity to commuaid&ectly with
members of the Board.

Confidentiality. Each Board member is expedteprotect and hold
confidential all non-public information obtainedasesult of membership
on the Board. Each Member understands that heeomay not disclose,
without express Board authorization or as requigthw, non-public
information to anyone outside the Company includimighout limitation,
principals or employees of any business entity tvigimploys them or



which has sponsored their election to the Boardn-public information
includes information related to Board deliberatiansl discussions with
respect to business issues and decisions, relaipdgnamics among the
Board members and officers and other employedseo€bmpany and all
other confidential information acquired by reasbhis or her position as
a member of the Company’s Board of Directors.

8. Committees. The Board of Directors has sinding committees
consisting of an Audit Committee, Compensation Cattei®, Finance
Committee, Corporate Governance Committee, Puldlicy?Committee
and Science and Technology Committee. All of tleeniners of the Audit,
Compensation and Corporate Governance committedisnséet the
independence criteria established by the NYSEmRnme to time, the
Board may determine that it is appropriate to farmew committee or a
special committee or to restructure or combinstasding committees.
Each required committee of the Board shall be gmetby a charter,
which the committee shall review annually. The @ogte Governance
Committee shall annually review committee membegrsind recommend
to the Board any changes in the structure of tinencittees.

9. Access to Independent Advisers. The Boaii@fctors and each of its
committees have the ability to hire outside comsuft and experts, as the
Board of Directors or any committee deems necessahappropriate.
Each committee shall communicate to the full Batgdéhtent to hire an
outside consultant or expert.

1. Fiduciary Oversight

A.

Philosophy. The Board of Directors fosters andourages a corporate
environment of strong disclosure controls and pdaces, including internal
controls, fiscal accountability, high ethical stards and compliance with
applicable policies, laws and regulations.

Access to Management. The Board of Directassdomplete access to Baxter's
management. It is assumed that Board membersiségljudgment to be sure that
this contact is not distracting to the businessams of the Company and that
the Chief Executive Officer be appropriately infemnof such contact.

Related Person Transactions. The Board @&diirs recognizes that related
person transactions present a heightened riskrdficts of interest. Accordingly,
the Corporate Governance Committee has been chafigeceviewing related
person transactions regardless of whether thedc#ings are reportable pursuant
to Item 404 of Regulation S-K under the Securiigshange Act of 1934, as
amended. For purposes of these guidelines, @éckfgerson transaction” is any
transaction in which the Company was or is to paréicipant and in which any
related person has a direct or indirect materiagrest other than transactions that
involve less than $50,000 when aggregated witkimdilar transactions. For any
related person transaction to be consummatedarttinue, the Corporate
Governance Committee must approve or ratify thestation. The Corporate
Governance Committee reviews related person trdnsa@s they arise and are
reported to the Committee. The Corporate Govem&uammmittee also reviews
materials prepared by the Corporate Secretarytirmae whether any related




person transactions have occurred that have natdeperted. These materials are
prepared based in part upon information providedexmscutive officers and
directors in their D&O questionnaires as well as\xdew of certain accounting
records of the Company. It is the Company’s pdiadisclose all related person
transactions in the Company’s applicable filingshte extent required by the
Securities Act of 1933 and the Securities Exchafgeof 1934 and the rules and
regulations promulgated thereunder.

For purposes of these guidelines, a “relatedopéris any person who is, or at any
time since the beginning of the Company'’s lastigear was
» an executive officer or director (including in eazdse nominees for
director),
* any shareholder owning in excess of five perceth®iCompany’s
common stock, and
* an immediate family member of an executive officirector, or five
percent shareholder.

For purposes of these guidelines, an “immedete&lf member” includes a
person’s spouse, parents, stepparents, childegpchstdren, siblings, mothers and
fathers-in-law, sons and daughters-in-law, brother$ sisters-in-law, and anyone
(other than employees) who shares such person’s hom

1. Strategic and Succession Planning

A.

Review of Strategic Plans. At least annually,Bloard of Directors reviews the
strategic plan for Baxter and each of Baxter's mhjgsinesses.

Succession Planning. At least annually, the Chairand Chief Executive Officer
reviews succession planning with the Board of Doex The Board of Directors
shall oversee the succession planning processler tw ensure that the process is
rigorous and effective. In furtherance of thisemitjve, the Corporate Governance
Committee will focus upon succession planning fer €hairman and Chief
Executive Officer. This review will be shared witte full Board in connection
with its broader oversight responsibilities.




