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The following corporate governance guidelines have been adopted by the Board of Directors of 

Fidelity D&D Bancorp Inc. (“Fidelity”) to provide a framework within which directors and management 

can effectively pursue Fidelity’s objectives for the benefit of its shareholders and other constituencies. 

The Board intends that these guidelines serve as a flexible framework within which the Board may 

conduct its business, not as a set of binding legal or operational obligations. These guidelines are 

subject to modification and the Board shall be able, in the exercise of its discretion, to deviate from 

these guidelines from time to time, as the Board may deem appropriate or necessary or as required by 

applicable laws or regulations. The guidelines should be interpreted in the context of all applicable 

laws, rules, regulations, listing standards, the Company's charter documents (articles of incorporation 

and by-laws) and other governing legal documents. The Board annually reviews and updates these 

corporate governance guidelines.  

 

 

Role of the Board of Directors  

 

1. Effective Governance.  Fidelity’s business is managed under the direction of the Board of 

Directors. The Board delegates the conduct of business to Fidelity’s senior management team. The 

basic responsibility of the Directors is to exercise their business judgment and fiduciary duties to 

act in what they reasonably believe to be in the best interests of the Company and its 

shareholders, to perform their duties of care and loyalty, and to provide effective governance over 

Fidelity’s affairs for the benefit of its shareholders. The Board is the ultimate decision-making body 

of Fidelity, except with respect to those matters reserved to the shareholders, and each director 

will exercise sound, independent judgment in carrying out his or her oversight duties. The Board 

selects the Chairman of the Board and the Chief Executive Officer, acts as an advisor and 

counselor to the Chief Executive Officer, monitors the performance of senior management, and 

performs such other duties as may be required in executing its responsibilities. In exercising its 

oversight responsibilities, the Board, as well as each individual board member, has the duty to, 

and will, question, challenge, and when necessary and appropriate, oppose recommendations and 

decisions. 

 

2. Management Succession. The Board plans for succession to the position of Chief Executive 

Officer, as well as overseeing management succession for other executive management positions. 

At least annually, the Board reviews senior executive succession planning, including a temporary 

delegation of authority to certain officers of the Company if the Chief Executive Officer should 

unexpectedly become unable to perform his or her duties. The Board works with the Executive 

Committee to nominate and evaluate potential successors to the Chief Executive Officer and other 

executive officer positions. The Chief Executive Officer should at all times make available his or her 

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

development plans recommended for such individuals, as well as recommendations and 

evaluations for candidates for all executive management positions prior to hiring.  

 

3. Evaluation of the Chief Executive Officer. The Compensation Committee annually evaluates the 

performance of the Chief Executive Officer and discusses its evaluation with the other 

independent directors. As part of this evaluation, the Compensation Committee completes a 

written evaluation of the Chief Executive Officer’s performance. The evaluation is based on both 

qualitative and quantitative factors as developed by the Compensation Committee. The evaluation 

is used by the Compensation Committee in its deliberations when determining the compensation 

of the CEO. Results of this evaluation are communicated to the Chief Executive Officer by the 

Compensation Committee at a meeting duly convened for this purpose.  
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Composition of the Board of Directors  

 

1. Size of the Board. The Executive Committee makes recommendations to the Board concerning the 

appropriate size and needs of the Board.  The Company Bylaws provide that the Board shall be 

comprised of no fewer than three members.  

 

2. Independence of the Board. The Board will consist of a significant majority of non-employee 

directors who meet the NASDAQ standards for independence. The Board annually determines, 

upon the recommendation of the Governance Committee, whether each director is 

“independent” in accordance with the NASDAQ standards.  Each director should inform the 

Chairman of the Board and/or the Chief Executive Officer in advance of any contemplated 

transaction or relationship between that director (or his or her family members or related 

interests) and the Company (or any of its subsidiaries) that arises between the annual 

independence determinations. 

 

3. Director Selection and Qualification Standards.  The Governance Committee is responsible for the 

initial review and recommendation to the Board of appropriate individuals for nomination as 

directors. The Governance Committee will identify director candidates based upon suggestions 

from current directors and executives and nominations received by shareholders, all of which will 

be given appropriate consideration; the committee may also engage a director search firm. The 

Governance Committee, with Board input and approval, is responsible for establishing the process 

and criteria for evaluating director candidates.  

 

4. Outside Board Service Limitations. The Company values the experience directors bring from 

service on other boards and other activities in which they participate, but recognizes that those 

boards and activities may also present demands on a director’s time and availability. It is the 

expectation of the Board that every member have sufficient time to commit to preparation for 

and attendance at Board and committee meetings. Directors will notify the Chairman of the Board 

before accepting a position on the board of another for-profit company or any organization where 

accepting the position would impair the director’s service on the Fidelity or Fidelity Bank Board. 

 

The Board will determine whether the additional board service is appropriate in each case, but in 

no event will a director serve on more than three other boards of for-profit companies in addition 

to the Fidelity Board unless the Board determines that so serving will not impair the director’s 

service on the Fidelity Board, and a director who serves as the chief executive officer of a for-profit 

company will not serve on more than two other boards of for-profit companies in addition to the 

Fidelity Board.  The Board retains ultimate authority to determine outside board service 

limitations in any particular case. Should a director be allowed to serve beyond the limitations 

outlined above, the Board shall in writing approve said service upon notification and annually 

thereafter.  In no case will the Chief Executive Officer serve on the board of another for-profit 

company. 

 

5. Director Retirement Policy.  No person shall be nominated by the Board to serve as a director 

after he or she has passed his or her 80th birthday, unless the Board has voted, on an annual 

basis, to waive or to continue to waive, the mandatory retirement age of such person as a 

director. This guideline shall not be effective for current directors serving terms at the time of this 

guideline’s approval, which directors are specifically exempted from this guideline. 

 

6. Director Compensation. Director compensation will reflect Fidelity’s intention to attract and 

retain outstanding individuals to serve on the Board. Annual retainers, committee fees, equity-
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based awards and other forms of compensation, as appropriate, will be used in the furtherance of 

this objective. The Board believes it is desirable that a portion of overall director compensation be 

linked to the Company’s attainment of short and long term performance goals and objectives and 

to the Company’s common stock in order to align directors’ interests with the long-term interests 

of shareholders.  For that reason, the Board’s total compensation will be structured to include an 

element of stock-based compensation. Directors who are employees of the Company will not 

receive any additional compensation for their services as directors. The Compensation Committee 

will from time to time review Director Compensation and recommend such compensation to the 

full Board, which shall retain the ultimate authority for Board compensation. The Compensation 

Committee may receive and utilize reports from outside consultants on the status of Board 

compensation in relation to peer companies to ensure that the Company’s compensation is 

appropriate and competitive. 

 

7. Share Ownership of Directors and Executive Officers. Directors and executive officers are 

expected to own Fidelity stock to further align their interests with those of our shareholders. 

Fidelity’s requirements for stock ownership of directors and executive officers are set by the 

Executive Committee and should be documented and communicated in writing. 

 

Functioning of the Board of Directors  

 

1. Board Meetings. Board meetings typically are scheduled in advance and are held at least 12 times 

per year. However, the number of scheduled Board meetings will vary with the circumstances. 

Meetings will be held at Fidelity D&D Bancorp’s headquarters in Dunmore, Pennsylvania, or 

elsewhere as determined by proper action of the Board.  

 

2. Board Leadership. The Board selects the Chairman of the Board. The Board believes the 

separation of the offices of Chairman and Chief Executive provides an effective system of 

oversight and collaboration for the Company and is a key component of effective governance.  

 

3. Executive Sessions of Independent Directors.  Executive sessions of the independent directors, 

excluding the CEO, will occur at least twice a year in conjunction with regularly scheduled board 

meetings. The Chairman of the Board will preside at all of these sessions.  Each committee may 

also meet in executive session at each regular meeting at the discretion of the Committee Chair. 

 

4. Board Committees. The Board is organized so that a significant portion of its business is 

conducted by its committees. The Board will maintain Audit, Governance, Compensation, and 

Executive Committees, along with any other committees the Board believes are necessary to allow 

it to provide appropriate oversight to management of the Company and its businesses. In general, 

committees of the Board focus on issues that may require in-depth scrutiny, and committee Chairs 

develop the committee meeting agendas in consultation with management and other committee 

members. All committees report to the Board, and all significant findings of a committee are 

presented to the Board for discussion and review, and ultimate approval or disapproval by the 

Fidelity Board.  

 

5. Committee Charters. The Board approves a charter for each committee. The duties of each 

committee are annually reviewed by the committee and by the Governance Committee, and any 

recommended changes are presented to the Board for consideration. Committees are empowered 

to act on behalf of the Board for those areas which the Board has prescribed. Nothing in these 

guidelines shall limit the Board’s independent governance responsibilities in any way, and should 

the Board wish to address an issue within the purview of any committee the Board retains full and 

unlimited authority to do so. 
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6. Committee Composition. The Audit, Governance, Compensation, and Executive Committees will 

be comprised entirely of independent directors. The Governance Committee, in consultation with 

the Chairman, will review Board committee assignments and committee Chair positions annually 

and recommend to the Board appointments of committee members and Chairs, with a view 

toward balancing director experience and interest, committee continuity and needs, and evolving 

legal and regulatory considerations.  

 

7. Meeting Agendas and Conduct. Board agendas are set by the Chairman in consultation with, and 

input from, the Chief Executive Officer, management and the directors. Committee agendas are 

set by the committee Chairs, in consultation with committee members and appropriate members 

of management. Each Board and committee member is free to suggest the inclusion of items on 

the agenda and to raise at any Board or committee meeting subjects that are not on the agenda 

for that meeting. The Board believes it is appropriate that Board and committee meetings be 

conducted in a manner that ensures open communication, objective and constructive 

participation and timely resolution of issues. The Board believes that long-range strategic issues 

should be discussed as a matter of course at regular Board meetings, but that, given the 

complexity of the organization and the level of change in the financial services industry, it is 

important to hold periodic meetings primarily devoted to discussion of strategic issues.  

 

8. Confidentiality of Board Information. Non-public information about the Company and its 

performance is confidential and must not be disclosed, as described in Fidelity’s Code of Ethics 

and Insider Trading Policy. In addition, all Board materials, deliberations and discussions are 

confidential, regardless of subject matter. It is critical to Board effectiveness that all directors are 

confident that questions or remarks during Board meetings will not be revealed to outside parties, 

including any principals or employees of any business entity that employs the director or that has 

sponsored the director’s election to the Board. This Board information may not be used by any 

director for his or her own benefit or for the benefit of others. Directors remain subject to this 

duty of confidentiality even after they have completed their service on the Board. In addition, 

directors are discouraged from retaining personal notes made at, or in preparation for, Board 

meetings, once appropriate review of the minutes of those meetings has been made. Board 

members are subject to Fidelity’s Insider Trading Policy, and the Governance Guidelines do not 

lessen or change the requirements of the insider Trading Policy. 

 

9. Meeting Materials. Directors receive regular and timely information that is important to their 

understanding of Fidelity’s business and their consideration of matters to be addressed by the 

Board. Directors are responsible for reviewing and considering these materials in advance of all 

Board and committee meetings. A director should not hesitate to ask questions, to request 

additional information and, in particular, to ask for the facts and any assumptions underlying 

conclusions and opinions presented to the Board.  

 

10. Board Access to Management. Directors have complete access to Fidelity’s senior management 

and management information. Management will be responsive to requests for information from 

directors. The Board encourages the Chief Executive Officer, from time to time, to bring to Board 

meetings managers who can provide additional insight into the items being discussed. The 

directors will use their judgment to ensure that any management contact is not disruptive to the 

business operations of the Company, and will, to the extent not inappropriate, copy the Chief 

Executive Officer on any written communications between a director and an officer or employee 

of the Company. It is the expectation of the Board that directors will keep the Chairman and CEO 

informed of any material communication between the Director and an officer or employee of the 

Company as appropriate. 
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11. Board Access to Independent Advisors. The Board and its committees have complete access to 

outside counsel and other outside advisors of their choice with respect to any issues relating to 

their activities, which access is reasonable and necessary and receives prior approval of the Board, 

except where the law and/or regulations provide otherwise.  

 

12. Ethics and Conflicts of Interest. The Board expects directors, as well as officers and employees, to 

act ethically at all times and to adhere to the requirements of Fidelity’s Code of Ethics. If an actual 

or potential conflict of interest exists for a director, the director should promptly inform the Chair 

of the Governance Committee, the Chairman of the Board and/or Chief Executive Officer. If a 

significant conflict exists and cannot be resolved after a full hearing by the Board, the director 

should submit his or her resignation to the Board. All directors must recuse themselves from any 

Board discussion or decision affecting their personal or professional interests.  

  

13. Director Orientation and Training. New directors will participate in an orientation program 

including comprehensive background briefings by the Chief Executive Officer, other members of 

senior management, and the chairs of committees. The orientation program is the responsibility 

of the Governance Committee. Each director is encouraged to participate in training programs 

pertinent to service on the Board. The Company will provide the directors with opportunities to 

attend appropriate continuing director education programs at the Company’s expense, and will 

provide ongoing training and education relating to the Company’s business and industry; risks that 

have a significant impact on the Company and the Bank; laws, regulations and supervisory 

requirements applicable to the Company and the Bank; and other topics identified by the Board.  

 

14. Communications with Stakeholders. The Board believes that management speaks for the 

Company. Directors should refrain from and not engage in discussions with third parties regarding 

the Company. If the CEO or the Board of Directors determines that a director should communicate 

with outside parties about the Company, such as investors, journalists, analysts, investment 

advisors or others, then the independent Chairman of the Board will be invited to speak on behalf 

of the Board or the Company or may designate another director to make such communication.  

 

15. Board and Committee Evaluations. The Governance Committee annually reviews the overall 

performance of the Board.  The annual evaluation process considers many factors involved in 

making Fidelity successful, including the balance of skills and experience represented on the Board 

against the Company’s business, strategy and environment, as well as the directors’ contributions 

and effectiveness. Each committee of the Board also annually reviews its own performance. 

 

16. Meeting Attendance. Directors are expected to attend all meetings of the Board and the 

committees on which they serve, and to spend the time appropriate to properly discharge their 

responsibilities to the Company and its shareholders. Board members are expected to attend all 

annual meetings of shareholders in person.  

 

 


