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CPI AEROSTRUCTURES, INC. 

Corporate Governance Guidelines 

The Nominating and Corporate Governance Committee of the Board of Directors (the “Board”) 

of CPI Aerostructures, Inc. (the “Company”), has developed, and the Board has adopted, the following 

Corporate Governance Guidelines (the “Guidelines”) to assist the Board in the exercise of its 

responsibilities and to best serve the long-term interests of the Company and its shareholders.  These 

Guidelines, in conjunction with the Company’s certificate of incorporation, by-laws (“By-Laws”) and the 

charters of its committees of the Board, are intended to serve as a framework for corporate governance 

that helps assure principled actions, independent decision-making and effective monitoring of both 

compliance and performance.  These Guidelines are subject to modification from time to time by the 

Board as the Board may deem appropriate in the best interests of the Company or as required by 

applicable laws, rules and regulations to which the Company may be subject.  These Guidelines are not 

legally binding obligations. 

Board Role 

The business and affairs of the Company are managed under the direction of the Board which is 

the ultimate decision-making body of the Company, except with respect to those matters reserved to the 

shareholders.  The Board promotes high standards of ethical conduct, establishes overall corporate 

policies, selects the Company’s senior management team (which is charged with the conduct of the 

Company’s business), acts as an advisor and counselor to senior management, monitors internal control 

over financial reporting and assesses company risks and strategies for mitigation.  The Board reviews and 

evaluates the Company’s business strategy and the performance of management in executing the 

Company’s business strategy and managing the Company’s day-to-day operations. 

The Board recognizes that the long-term interests of shareholders are advanced by responsibly 

addressing the concerns of other stakeholders, including employees, customers, suppliers, government 

and the public. 

Selection and Composition of the Board 

Board Size 

As set forth in the By-Laws, the number of directors may be fixed by the affirmative vote of a 

majority of the entire Board or by action of the Company’s shareholders, provided that the number of 

directors shall not be less than three.  The Board, through the Nominating and Corporate Governance 

Committee, will periodically review the size of the Board and determine the size that is most effective in 

relation to future operations.  In making that determination, the Board will be guided by the principle that 

the number of directors should permit diversity of experience without hindering effective discussion or 

exceeding a number that can function efficiently as a body. 

Selection of Directors 

The Nominating and Corporate Governance Committee is responsible for identifying, evaluating 

and recommending to the Board director candidates for nomination by the Board.  Based on 

recommendations from the Nominating and Corporate Governance Committee, the entire Board is 

responsible for nominating director candidates for election to and for filling vacancies on the Board.  The 
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Nominating and Corporate Governance Committee shall consider director candidates recommended by 

shareholders for nomination by the Board provided the recommendations satisfy the notice, information 

and consent provisions set forth in the Company’s Board of Director Candidate Guidelines.  Shareholders 

must follow the procedures described in the By-Laws in order to nominate a candidate. 

Board Member Criteria 

Nominees to the Board shall satisfy the qualifications set forth in the By-Laws.  The Nominating 

and Corporate Governance Committee will consider and evaluate director candidates for nomination by 

the Board based upon the Company’s Board of Director Candidate Guidelines.  Director candidates for 

nomination by the Board shall be assessed based on the then current needs of the Board, current 

composition of the Board, the operating requirements of the Company, the long-term interests of the 

Company’s stockholders and with an objective of ensuring diversity in background, experience and 

viewpoints of Board members.  The Nominating and Corporate Governance Committee shall be 

responsible for assessing the appropriate balance of knowledge, skills and characteristics required of 

directors. 

Board Independence 

The Board shall be comprised of a majority of directors who qualify as “independent” under the 

listing standards of the NYSE Amex.  The Board will consider all relevant facts and circumstances in 

determining whether a director is independent.  The Board will annually review all relationships between 

the Company and its outside directors and publicly disclose the Board’s determination as to the 

independence of the outside directors in its annual proxy statement. 

Term Limits 

No term limits or retirement age for directors have been established.  Directors who have served 

on the Board for an extended period of time are able to provide valuable insight into the operations and 

future of the Company based on their experience with and understanding of the Company’s history, 

policies and objectives.  The Board, through recommendations of the Nominating and Corporate 

Governance Committee, will evaluate each director’s effectiveness during his or her prior term before 

nominating such director for re-election. 

Changes in Job Responsibilities of Inside Directors 

The Board does not believe that an inside director should necessarily leave the Board if his or her 

employment by the Company terminates.  There should, however, be an opportunity for the Board, 

through the recommendation of the Nominating and Corporate Governance Committee, to review the 

continued appropriateness of an inside director’s Board membership under these circumstances.  

Therefore, an inside director, including the Company’s Chief Executive Officer (“CEO”), who ceases to 

be actively employed by the Company, shall promptly thereafter offer his or her resignation to the Board.  

The Board, in its discretion, will determine whether such inside director should continue to serve as a 

director or if it will accept the resignation. 

Other Directorships of Inside Directors 

An inside director should make a written request to the Board for approval before agreeing to his 

nomination for or accepting membership on other public or private company, including charitable non-

profit company, boards of directors (or bodies having similar functions as a board of directors).  Such 
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request shall be accompanied by detailed information concerning the company for which the inside 

director plans to serve in such capacity, including its financial statements and information describing its 

business and business prospects, industry, reputation, ownership, management, potential for conflicts of 

interest with the Company’s business or personnel and anticipated time commitments.  The request will 

also include a description of the potential benefits to the Company of the inside director’s service with 

such company.  The Nominating and Corporate Governance Committee will review any and all criteria it 

deems appropriate with respect to such outside position so that the committee may provide its 

recommendation to the Board in advance of the Board’s consideration of the outside position.  The 

Nominating and Corporate Governance Committee may request additional information from the inside 

director in this regard. The inside director shall provide sufficient time after submitting his request and 

accompanying information for the Nominating and Corporate Governance Committee and the Board to 

conduct their review and render their decisions which, unless otherwise determined by the Board, shall be 

at least 10 business days.  The Nominating and Corporate Governance Committee’s recommendation and 

the Board’s decision shall be made in their sole and absolute discretion.  

Director Orientation and Continuing Education 

Orientation materials will be made available and appropriate meetings will be held to acquaint 

new directors with the business, history, current circumstances, key issues and executive management of 

the Company.  Board members are encouraged to participate in education programs related to director 

duties and responsibilities.  Following advance authorization by the Chairman of the Nominating and 

Corporate Governance Committee, the Company will reimburse directors for the reasonable cost of 

continuing education programs which they attend. 

Board Operation 

Frequency of Board Meetings and Attendance 

The Board shall meet at least four times per fiscal year in accordance with a meeting schedule 

that is approved by the Board.  The Board may also meet at such other times in meetings called in 

accordance with the By-Laws.  A director is expected to spend the time and effort necessary to properly 

discharge such director’s responsibilities.  Accordingly, a director is expected to attend all meetings of the 

Board and committees on which such director is a member and the Company’s Annual Meeting of 

Shareholders, with the understanding that on occasion a director may be unable to attend a meeting due to 

unusual circumstances.  A director who is unable to attend a Board or committee meeting or an Annual 

Meeting of Shareholders is expected to notify the Chairman of the Board or the chairman of the 

appropriate committee in advance of such meeting. 

Selection of Agenda Items 

The agenda for each Board meeting shall be determined by the Chairman of the Board and 

distributed in advance of the meeting to each director.  Each director is encouraged to suggest agenda 

items.  

Board Materials 

Information and data are important to the Board’s understanding of the Company’s business and 

essential to prepare directors for productive meetings.  Presentation materials relevant to each meeting 

should generally be distributed in writing to each director in advance of the meeting unless doing so is not 
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practicable or would compromise the confidentiality of competitive information.  In the event of a 

pressing need for a Board meeting on short notice, it is recognized that written materials may not be 

available in advance of the meeting.  Management will make every effort to provide presentation 

materials that are brief and to the point, yet communicate the essential information. 

Executive Sessions 

Executive sessions are sessions of non-management directors.  Executive sessions are held at the 

conclusion of each regular Board meeting and at such other times as the non-management directors may 

deem necessary.   

Board Access to Company Personnel and Outside Advisors 

The CEO is encouraged to invite to Board meetings senior management employees who can 

provide additional insight into business matters being considered by the Board.  Directors shall have 

access to the Company’s officers and employees and outside advisors as necessary to carry out their 

duties.  Directors shall coordinate such access with respect to matters relating to standing committees of 

the Board through the appropriate committee chairman.  Directors will use judgment to assure that this 

access is efficient and appropriate and not distracting to management and the business operation of the 

Company. 

Outside Communication 

Directors should defer to the Chairman of the Board and CEO when requested to make any 

comments regarding the Company or its business. 

Board Committees 

Committee Structure 

It is the general policy of the Board that major decisions be considered by the Board as a whole, 

subject to applicable law.  As a consequence, the committee structure of the Board is limited to those 

committees considered to be basic to or required for the operation of the Company as a publicly-owned 

entity.  The present Board committees are: the Audit Committee, the Compensation Committee, the 

Nominating and Corporate Governance Committee and the Strategic Planning Committee.  The duties 

and authority for the Audit Committee, the Compensation Committee and the Nominating and Corporate 

Governance Committee are outlined in the charter for each such committee as adopted by the Board.  The 

duties and authority of the Strategic Planning Committee are determined by the Board as it deems 

appropriate from time to time.  In accordance with the By-Laws, the Board may form other committees or 

subcommittees or disband a current committee or subcommittee depending upon circumstances, including 

upon recommendation from the Nominating and Corporate Governance Committee that a special 

committee is desirable to address ethical, legal or other matters that may arise.  The duties and authority 

of each of these committees shall be outlined in a charter or by resolution of the Board.  Each of the 

Board’s committees and subcommittees, if applicable, shall have the power and authority to engage 

independent counsel and other advisors, at the expense of the Company, as it determines necessary to 

carry out its duties. 
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Composition and Qualification of Committee Members 

Each of the Audit Committee, the Compensation Committee and the Nominating and Corporate 

Governance Committee shall consist solely of independent directors.  In addition, the composition of each 

committee shall be reviewed by the Board annually to assure that members are qualified in accordance 

with the applicable committee charter and applicable laws, rules and regulations.  

Committee Assignments 

The Nominating and Corporate Governance Committee shall recommend to the Board for 

approval, and the Board shall approve, all assignments of committee members, including designations of 

chairs of the committees.  In making its recommendation, the Nominating and Corporate Governance 

Committee may consult with the Chairman of the Board and CEO.  The Board is responsible for the 

appointment of committee members and committee chairs according to criteria that it determines to be in 

the best interests of the Company and its shareholders. 

Committee Reports 

The chairman of each committee shall report to the full Board, whenever appropriate, with 

respect to those matters considered and acted upon by his or her committee. 

Committee Meetings 

Committee chairpersons may call meetings when they deem it necessary, provided that the Audit 

Committee shall meet at least quarterly.  The agenda for committee meetings will be developed by the 

committee chairperson in consultation with appropriate members of management.  The agenda will be 

circulated in advance of the meeting to each committee member and committee members may suggest 

additional items for consideration.  Committee meetings may be as frequent and as long as needed. 

Evaluation and Compensation of the Board 

Evaluating Board Performance 

The Nominating and Corporate Governance Committee shall develop, recommend to the Board 

and conduct annual Board and director evaluations and shall confirm that required annual self-evaluations 

conducted by Board committees have been conducted.  The purpose of the evaluations is to determine 

whether the Board and its committees are functioning effectively and meeting their objectives and goals.  

Results of the Board and director evaluations shall be presented to the Board by the chairman of the 

Nominating and Corporate Governance Committee and the results of the committee self-evaluations shall 

be presented to the Board by the respective committee chairman along with any recommendations. 

Board Compensation 

The Company’s director compensation program is designed to attract and retain directors who 

have the talent and experience necessary to advance the Company’s long-term interests, with the general 

objective of providing directors with compensation that is customary to practices at similar companies.  

The Compensation Committee shall review and make recommendations to the Board with respect to the 

form and amount of compensation and benefits.  Changes in director compensation, if any, should come 

at the suggestion of the Compensation Committee, but with full discussion and concurrence by the Board.  

Management directors are not paid additional compensation for their services as directors. 
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CEO Evaluation 

The Compensation Committee is responsible for approving annual and long-term performance 

goals for the CEO and senior management and for evaluating performance against such goals.  The 

Compensation Committee shall meet annually with the CEO to receive his recommendations concerning 

senior management who report to him.  The Compensation Committee will also conduct an annual 

performance appraisal of the CEO which will be reviewed with the independent directors.  The 

Compensation Committee conducts this annual performance appraisal to ensure that the CEO is providing 

effective leadership of the Company.  The Compensation Committee chairman, or such other independent 

director designated, shall communicate the results of this annual performance appraisal to the CEO. 

Succession Planning 

The Compensation and Human Resources Committee shall review with the CEO, on a periodic 

basis, corporate succession planning with respect to (i) emergency situations in which the CEO or any of 

the Company’s other executive officers become unavailable to serve and (ii) retirement or other 

termination from the Company’s employ of the CEO or other executive officers, including the 

identification and cultivation of individuals within senior management as part of the normal succession 

process.  The CEO shall provide to the Compensation and Human Resources Committee his 

recommendations and/or evaluation of potential successors, along with a review of any development 

plans for such individuals. 

Code of Business Conduct and Ethics 

All directors, officers and employees shall comply with the Company’s code of conduct and 

ethics (“Code”), which provides that the directors, officers and employees shall conduct business 

honestly, ethically, and in compliance with applicable law.  Under the Code, all directors, officers and 

employees shall avoid conflicts of interest wherever possible.  The Audit Committee is responsible for 

applying the Code and shall review all related party transactions. 

Insider Trading Policy 

The purpose of the Company’s insider trading policy (the “Policy”) is to promote compliance 

with applicable securities laws in order to preserve the reputation and integrity of the Company and 

persons affiliated with the Company.  The Policy covers purchases and sales of the Company’s securities 

by directors, officers, employees and consultants, as well as their immediate family members, where such 

persons have or may have access to material, non-public information regarding the Company.  The Policy 

shall be included in the Company’s Employee Handbook or otherwise delivered to persons covered by the 

Policy.  All of the Company’s directors, officers, employees and consultants shall comply with the Policy. 

Non-Employee Director Stock Ownership Policy 

To align the long-term interests of non-employee directors with our stockholders, directors are 

expected to own shares of stock equal to five times the then cash portion of the annual non-employee 

director’s compensation within five years of joining the board. Upon the request of a director, the 

Nominating and Corporate Governance Committee will consider whether modification of the target 

ownership level is appropriate in view of a director’s personal circumstances. 
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Waivers of Corporate Governance Guidelines 

The Nominating and Corporate Governance Committee shall review and, if appropriate, approve 

any requests for waivers of these Guidelines (except for requests for waivers with respect to members of 

the Nominating and Corporate Governance Committee which shall be reviewed, and if appropriate, 

approved by the Audit Committee). 

 


