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SUMMIT STATE BANK 
 

June 14, 2013 
 
Dear Shareholder: 

We are pleased to enclose our 2012 Annual Report, Notice of 2013 Annual Meeting, 
Proxy Statement and Form of Proxy. 

You are cordially invited to attend the 2013 Annual Meeting of Shareholders, which will 
be held at 10:30 a.m. on Monday, July 29, 2013, at the Fountaingrove Inn, 101 Fountaingrove 
Parkway, Santa Rosa, California. 

The accompanying Notice of Annual Meeting and Proxy Statement provide information 
pertaining to the matters to be considered and acted upon at the Meeting.  If you have questions 
regarding the information included in the Bank’s 2012 Annual Report, please contact Dennis 
Kelley, the Bank’s Chief Financial Officer, at (707) 568-6000. 

Your continuing support of Summit State Bank is appreciated, and we hope you will 
attend the Annual Meeting.  Whether or not you are personally present, it is very important that 
your shares be represented at the Meeting.  Accordingly, please sign, date, and mail the enclosed 
Proxy promptly.  If you wish to vote in accordance with the Board of Directors’ 
recommendations, it is not necessary to specify your choices.  You may simply sign, date and 
return the enclosed Proxy. 

Sincerely, 

   
Allan J. Hemphill Thomas M. Duryea 
Chairman President and Chief Executive Officer 

500 Bicentennial Way, Santa Rosa, California 95403  •  Telephone (707) 568-6000  •  Fax (707) 573-4623 
MEMBER FDIC 
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SUMMIT STATE BANK 

Notice of Annual Meeting of Shareholders 

The Annual Meeting of Shareholders of Summit State Bank will be held at the 
Fountaingrove Inn, 101 Fountaingrove Parkway, Santa Rosa, California on Monday, July 29, 
2013, at 10:30 a.m. for the following purposes: 

1. To elect the following nominees to serve as directors of the Bank until the next Annual 
Meeting of Shareholders and until their successors shall be elected and qualified: 
 

James E. Baxter, II Joseph F. Helmer  
James E. Brush Allan J. Hemphill 
Josh C. Cox, Jr.  Samuel G. Kapourales 
John F. DeMeo Ronald A. Metcalfe 
Michael J. Donovan Nicholas J. Rado 
Richard A. Dorr Marshall T. Reynolds 
Thomas M. Duryea Eugene W. Traverso 
Todd R. Fry  
  

2. To approve the Summit State Bank 2013 Equity Incentive Plan. 
 
3. To approve an advisory (non-binding) resolution concerning the Bank’s executive 

compensation. 
 
4. To vote on an advisory (non-binding) basis on the frequency of future advisory votes 

concerning the Bank’s executive compensation. 
 
5. To approve an amendment to the Bank’s Bylaws increasing the maximum number of 

directors of the Bank. 

6.  To ratify the selection of Moss Adams LLP, independent certified public accountants, to 
serve as the Bank’s auditors for the fiscal year ending December 31, 2013. 

7.   To consider and transact such other business as may properly be brought before the 
meeting. 

Shareholders of record at the close of business on June 4, 2013 are entitled to notice of 
and to vote at the meeting. 

Provisions of the Bylaws of the Bank govern nominations for election of members of the 
Board of Directors, as follows: 

Nomination for election of members of the Board of Directors may be made by the Board 
of Directors or by any shareholder of the Corporation entitled to vote for the election of 
directors.  Notice of intention to make any nominations shall be made in writing and shall be 
delivered or mailed to the President of the Corporation not less than 21 days nor more than 
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60 days prior to any meeting of shareholders called for the election of directors; provided, 
however, that if less than 21 days’ notice of the meeting is given to shareholders, such notice of 
intention to nominate shall be mailed or delivered to the President of the Corporation not later 
than the close of business on the tenth day following the day on which the notice of meeting was 
mailed.  Such notification shall contain the following information to the extent known to the 
notifying shareholder:  (a) the name and address of each proposed nominee; (b) the principal 
occupation of each proposed nominee; (c)  the number of shares of capital stock of the 
Corporation owned by each proposed nominee; (d) the name and residence address of the 
notifying shareholder; (e) the number of shares of capital stock of the Corporation owned by the 
notifying shareholder; (f) the number of shares of capital stock of any bank, bank holding 
company, savings and loan association or other depository institution owned beneficially by the 
nominee or by the notifying shareholder and the identities and locations of any such institutions; 
and (g) whether the proposed nominee has ever been convicted of or pleaded nolo contendere to 
any criminal offense involving dishonesty or breach of trust, filed a petition in bankruptcy or 
been adjudged bankrupt.  Nominations not made in accordance herewith may, in the discretion of 
the Chairman of the meeting, be disregarded and upon the Chairman’s instructions, the 
inspector(s) of election can disregard all votes cast for each such nominee. 

All shareholders are cordially invited to attend the meeting in person.  To ensure your 
representation at the meeting, you are requested to date, execute and return the enclosed proxy 
card, without delay, in the enclosed postage-paid envelope whether or not you plan to attend the 
meeting.  Any shareholder present at the meeting may vote personally on all matters brought 
before the meeting.  If you elect to vote personally at the meeting, your proxy will not be used. 

 
BY ORDER OF THE BOARD OF DIRECTORS 

 
Nancy Farber 
Corporate Secretary 
June 14, 2013 
Santa Rosa, California 

 
 

Important Notice About the Availability of Proxy Materials  
for the Annual Meeting of Shareholders to be held July 29, 2013. 

 
This proxy statement and the company’s annual report to shareholders are available at: 
www.summitstatebank.com.  
 
 

WHETHER OR NOT YOU PLAN TO ATTEND THIS MEETING,  
PLEASE SIGN AND RETURN THE ENCLOSED PROXY 

AS PROMPTLY AS POSSIBLE IN THE ENCLOSED 
POSTAGE-PAID ENVELOPE. 
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PROXY STATEMENT 

OF 
SUMMIT STATE BANK 

500 Bicentennial Way     •     Santa Rosa, California  95403 
Telephone (707) 568-6000     •     Fax (707) 573-4622 

This proxy statement is furnished in connection with the solicitation of proxies to be used 
by the Board of Directors of Summit State Bank (the “Bank”) at the Annual Meeting of 
Shareholders of the Bank to be held at the Fountaingrove Inn, 101 Fountaingrove Parkway, Santa 
Rosa, California, on Monday, July 29, 2013, at 10:30 a.m., and at any adjournments or 
postponements thereof (the “Meeting”). 

This Proxy Statement and the accompanying form of proxy are being mailed to 
shareholders on or about June 14, 2013. 

A form of proxy for voting your shares at the Meeting is enclosed.  Any shareholder who 
executes and delivers a proxy has the right to revoke it at any time before it is voted by filing 
with the Secretary of the Bank an instrument revoking said proxy or a duly executed proxy 
bearing a later date.  In addition, the powers of the proxy holders will be revoked if the person 
executing the proxy is present at the Meeting and advises the Chairman of his or her election to 
vote in person.  Unless a proxy is revoked, all shares represented by a properly executed proxy 
received prior to the Meeting will be voted as specified by each shareholder in the proxy.  If no 
specifications are given by a shareholder, then the proxy will be voted in accordance with the 
recommendations of the Board of Directors with respect to each proposal other than the proposal 
regarding the frequency of future advisory votes on executive compensation, for which the proxy 
will be voted for the alternative “three years.”  The proxy will also authorize the proxy holders to 
vote in favor of a motion to adjourn the Meeting for the purpose of soliciting additional proxies 
and in the discretion of the proxies on such other business as may properly come before the 
Meeting as described below. 

The proxy also confers discretionary authority to vote the shares represented thereby on 
any matter that was not known as of the date of this Proxy Statement that may properly be 
presented for action at the Meeting and may include action with respect to adjournments and 
other procedural matters pertaining to the conduct of the Meeting and election of any person to 
any office for which a bona fide nominee is named herein, if such nominee is unable to serve or 
for good cause will not serve.  A proxy will not, however, be voted in favor of an adjournment 
for the purpose of soliciting additional proxies for any proposal on which the proxy specifies a 
vote “against” or “withhold.” 

The enclosed proxy is being solicited by the Bank’s Board of Directors and the cost of 
the solicitation is being borne by the Bank.  The principal solicitation of proxies is being made 
by mail, although additional solicitation may be made by telephone, telegraph, facsimile or 
personal visits by directors, officers and employees of the Bank. 
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Purpose of the Meeting 

The Meeting is being held for the following purposes: 
 
1. To elect 15 directors (the entire Board of Directors) to serve until the next annual meeting 

of shareholders and until their successors shall be elected and qualified. 
 
2.   To approve the 2013 Equity Incentive Plan. 
 
3.   To approve an advisory (non-binding) resolution concerning the Bank’s executive 

compensation. 
 
4. To vote on an advisory (non-binding) basis concerning the frequency of future advisory 

votes concerning the Bank’s executive compensation. 
 
5. To approve an amendment to the Bank’s Bylaws increasing the maximum number of 

directors of the Bank. 
 
6.  To ratify the selection of Moss Adams LLP, independent certified public accountants, to 

serve as the Bank’s auditors for the fiscal year ending December 31, 2013. 
 
7.   To consider and transact such other business as may properly be brought before the 

meeting. 

Voting Securities 

Shareholders of record as of the close of business on June 4, 2013 (the “Record Date”) 
are entitled to notice of and to vote at the Meeting.  As of such date, the Bank had 
4,756,670 shares of common stock outstanding. 

Each shareholder of record is entitled to one vote, in person or by proxy, for each share 
held on all matters to come before the Meeting, except that shareholders may have cumulative 
voting rights with respect to the election of directors. 

Cumulative voting allows the shareholder to cast a number of votes equal to the number 
of directors to be elected, 15, multiplied by the number of votes held by the shareholder on the 
Record Date.  This total number of votes may be cast for one nominee or may be distributed 
among as many candidates as the shareholder desires. 

Pursuant to California law, no shareholder may cumulate votes for a candidate unless 
such candidate or candidates’ name have been placed in nomination prior to the voting and the 
shareholder has given notice at the Meeting prior to the voting of the shareholder’s intention to 
cumulate the shareholder’s votes.  If any shareholder has given such notice, all the shareholders 
may cumulate their votes for the candidates who have been nominated. 

Discretionary authority to cumulate votes in such event is solicited in this Proxy 
Statement.  The proxy holders do not, at this time, intend to give such notice or to cumulate the 
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votes they may hold pursuant to the proxies solicited herein unless the required notice by a 
shareholder is given.  In the event such notice is provided, the Board of Directors has directed 
the proxy holders to vote all shares represented by proxies delivered pursuant to this Proxy 
Statement cumulatively for all directors, provided, however, that no vote shall be cast for any 
director nominee who either fails to deliver a proxy for all shares beneficially owned by him or 
who supports a candidate who is not among the Board’s nominees. 

In the election of directors, the 15 candidates receiving the highest number of votes will 
be elected.  The ratification of the 2013 Equity Incentive Plan and the approval of the 
amendment to the Bank’s Bylaws each require the affirmative vote of a majority of the Bank’s 
common shares outstanding as of the record date.  The approval of the advisory resolution 
concerning the Bank’s executive compensation and the ratification of the selection of 
independent accountants each requires the affirmative vote of a majority of the Bank’s shares 
represented and voting at the Meeting.  With respect to the advisory vote concerning the 
frequency of future advisory votes concerning the Bank’s executive compensation, the 
alternative receiving the highest number of votes will be considered to be the preference of the 
Bank’s shareholders.  Broker non-votes (i.e., shares held by brokers or nominees which are 
represented at the Meeting but with respect to which the broker or nominee is not authorized to 
vote on a particular proposal) and abstentions will not be counted, except for quorum purposes.   

Broker non-votes and abstentions will have no effect on the election of directors or the 
advisory proposal concerning the frequency of future votes on the Bank’s executive 
compensation, assuming the shares voting on the matter represent a quorum.  In determining 
whether the shareholders have approved the 2013 Equity Incentive Plan and the amendment to 
the Bank’s Bylaws, broker non-votes and abstentions will have the same effect as a vote against 
the matter.  With respect to the advisory vote concerning the Bank’s executive compensation, 
and the ratification of the selection of independent accountants, if the number of shares voted in 
favor constitutes a majority of the required quorum, broker non-votes and abstentions will have 
no effect on the matter.  However, if not, broker non-votes and abstentions will have the same 
effect as a vote against the matter because they effectively decrease the number of shares which 
could have voted for the proposal and might therefore have the effect of causing these proposal 
not to be approved. 
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Principal Shareholders 

As of the record date, no persons are known to management to have, directly or 
indirectly, more than five percent of the Bank’s issued and outstanding shares of common stock 
except as follows: 

Name and Address of 
Beneficial Owner                             

Amount of 
Beneficial Ownership 

Percent of 
Class        

Constance L. Codding(1) 428,300 8.9% 

Marshall T. Reynolds(2) 807,420 16.7% 
(1)   Ms. Codding address is 3358 Miraloma Dr., Santa Rosa, CA 95404.  Ms. Codding is the mother of director 
Bradley Baker. 

 (2)  Includes 400 shares of common stock purchasable under vested stock option as of June 4, 2013.  Mr. Reynolds’ 
business address is c/o Summit State Bank, 500 Bicentennial Way, Santa Rosa, California 95403. 

Section 16(a) Beneficial Ownership Reporting Compliance  

To the Bank’s knowledge and based solely on a review of the copies of reports furnished 
to the Bank and written representations that no other reports were required, during the fiscal year 
ended December 31, 2012, all Section 16(a) filing requirements were filed timely by the Bank's 
officers and directors. 

 
PROPOSAL 1 

Election of Directors 

The Bylaws of the Bank provide the procedure for nomination and election of the Board 
of Directors.  This procedure is printed in full in the Notice of Annual Meeting of Shareholders 
accompanying this Proxy Statement.  Nominations not made in accordance with the procedures 
may be disregarded by the Chairman of the Meeting, and upon his instructions, the Inspector of 
Election shall disregard all votes cast for such nominees. 

Votes will be cast in such a way as to effect the election of all nominees or as many as 
possible under the rules of cumulative voting to the extent the proxies have discretionary 
authority to do so.  If any nominee should become unable or unwilling to serve as a director, 
either (i) the proxies will be voted for such substitute nominees as shall be designated by the 
Board of Directors, or (ii) the number of nominees may be reduced.  The Board of Directors 
presently has no knowledge that any of the nominees will be unable or unwilling to serve.  The 
15 nominees receiving the highest number of votes at the Meeting will be elected. 

Nominees for Director 

The persons named below have been nominated by the current Board of Directors for 
election as directors to serve until the next Annual Meeting and until their successors are duly 
elected and qualified.  For information pertaining to stock ownership of each of the nominees,   
reference can be made to the “Security Ownership of Management” section of this Proxy 
Statement.  The Board of Directors has determined that all directors except Thomas M. Duryea, 
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the Bank’s President and Chief Executive Officer, meet Nasdaq’s requirements for independence 
of directors.  Nasdaq rules require that a majority of the Board consist of independent directors 
and the Bank’s Board meets this requirement. 

  
Name 

   
 Age 

 Position  
With Bank 

Director 
Since(1) 

Principal Occupation, Business Experience 
During Past Five Years and Other Information 

     
James E. Baxter II 52 Director 2011 Since 1992, President of Baxter Fentriss and Co., an investment 

banking firm that assists middle market companies in achieving 
significant corporate objectives.  Prior thereto, he was a director 
in mergers and acquisition division of Crestar Financial Corp.  
He has also served as a senior auditor for Ernst and Young.   The 
Board’s primary reason for determining that he should serve as a 
Director is his knowledge of the financial industry and capital 
markets. 

     
James E.  Brush 60 Director 2009 Business consultant.  Board member, the Healdsburg Green City 

Committee, the Board of Access Healdsburg/MyHbg.tv, the 
Sonoma County Assessor’s Appeals Board, the Healdsburg 
Greyhound Boosters Board and Treasurer, and the Board of 
Summer Home Park Corp.  Active CPA license for 25 years 
through 2003. The Board’s primary reason for determining that 
he should serve as a Director is his knowledge of the Healdsburg 
community, wine and commercial real estate industries. 

     
Josh C. Cox, Jr. 71 Director 2011 Principal and owner of Josh Cox & Associates, a consulting firm 

focused on bank management and profitability enhancement. 
Chief Executive Officer and Director of numerous financial 
institutions since 1972. Senior Vice President of Summit State 
Bank from April, 2006 to May, 2007. The Board’s primary 
reason for determining that he should serve as a Director is his 
knowledge of bank administration and lending. 

     
John F. DeMeo 79 Director 1995 Senior partner in the law firm of DeMeo DeMeo & West; 

founder and director of Sonoma County Savings & Loan, Santa 
Rosa, California from 1977 until it was sold in 1982. The 
Board’s primary reason for determining that he should serve as a 
Director is his community involvement and legal experience. 

     
Michael J. Donovan 77 Director 1990 Attorney in private practice in Santa Rosa, California since 1973; 

Santa Rosa Assistant City Attorney from 1968-1973. The 
Board’s primary reason for determining that he should serve as a 
Director is his legal experience. 

     
Richard A. Dorr 71 Director 1990 Retired general contractor and owner of RAD Developers, a real 

estate development firm; President of the Marin/San Francisco 
Bay Area Division of McKeon Construction Company from 
1978 to 1982. The Board’s primary reason for determining that 
he should serve as a Director is his knowledge of real estate 
development. 

     
Thomas M. Duryea 55 President 

/CEO and 
Director 

2008 President and Chief Executive Officer of the Bank since March 
2008.  Senior Vice President and Chief Credit Officer of the 
Bank from June 2006 to March 2008.  From July 2001 to 
June 2006, Vice President and Commercial Loan Officer for the 
Bank. The Board’s primary reasons for determine that he should 
serve as a Director are his position as President and CEO and his 
knowledge of bank administration and lending. 
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Name 

   
 Age 

 Position  
With Bank 

Director 
Since(1) 

Principal Occupation, Business Experience 
During Past Five Years and Other Information 

     
Todd R. Fry 47 Director 2000  

Chief Financial Officer of Champion Industries, Inc., a 
commercial printing, office supply and retail office furniture 
company, since 1999; Chief Financial Officer of Broughton 
Foods Co., a dairy manufacturer and distributor, from 1997-
1999; and Manager at Coopers & Lybrand, a public accounting 
firm, from 1991-1997. The Board’s primary reason for 
determining that he should serve as a Director is his knowledge 
of finance and accounting. 

     
Samuel G. Kapourales 78 Nominee 

for Director 
-- Retired pharmacist and real estate investor.  Director of First 

National Bank of Williamson (West Virginia), since 1966.  
Director of First Bank of Charleston (West Virginia) since 2003.  
Director of Energy Services of America Corporation since 2010.  
Also, director of West Virginia Housing Development Fund 
since 2010.  The Board’s primary reasons for determining that he 
should serve as a Director are his experience as a community 
bank director and his general business experience. 

     
Joseph F. Helmer 40 Director 2011 President of Sausalito-based Caldwell Securities, Inc., a full 

service broker-dealer and investment advisory firm, since 2004; 
from 1997 to 2004 Member and listed options market maker, 
Pacific Exchange, now NYSE Arca, Inc.; active member of the 
Guardsmen, a San Francisco-based charitable organization.  CFA 
Charterholder.  The Board’s primary reason for determining that 
he should serve a Director is his knowledge of the financial 
industry. 

     
Allan J. Hemphill 74 Director / 

Chairman 
1999 President of Hemphill and Associates, a winery consulting and 

management firm, since 1999; President of Laguna Custom 
Cellars, Inc., a winery venture capital firm, since 1999;  
President of Associated Vintage Group, a  winery service 
company, from 1993 to 1999. The Board’s primary reason for 
determining that he should serve as a Director is his knowledge 
of the local wine industry. 

     
Ronald A. Metcalfe  54 Director 2000 Shareholder and Principal in Call &  Metcalfe Certified Public 

Accountants, P.C., a certified public accounting firm, since 1995; 
Certified Public Accountant since 1986. The Board’s primary 
reason for determining that he should serve a Director is his 
knowledge of accounting and the local business community. 

     
Nicholas J. Rado 62 Director 2009 Owner of  Rado Consulting Services since November 2011.  

This business concentrates on accounting, job costing, Workers’ 
Compensation insurance and for general engineering 
construction businesses.  Vice President and CFO of North Bay 
Construction since 1991 with an engineering background and 
extensive financial operations experience.  Past board member of 
the Engineering Contractors Assoc. for 18 years, being honored 
as Contractor of the Year in 1991 and 1996.  He contributes 
extensively to the Petaluma community, including service on the 
Board of the Petaluma Boys & Girls Club. The Board’s primary 
reasons for determining that he should serve a Director are his 
representation and knowledge of the Petaluma community and 
construction industry. 
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Name 

   
 Age 

 Position  
With Bank 

Director 
Since(1) 

Principal Occupation, Business Experience 
During Past Five Years and Other Information 

Marshall T. Reynolds 76 Director 1998 Chairman of the Board and Chief Executive Officer of 
Champion Industries, Inc., a commercial printing, office supply 
and retail office furniture company. Chairman of the Board of 
Premier Financial Bancorp, Inc. Serves as a director of several 
financial and other public and private companies listed below. 
The Board’s primary reason for determining that he should serve 
as a Director is his experience in the financial industry, business 
acquisitions and corporate governance. 

     
Eugene W. Traverso 74 Director 1999 Retired owner and director of Traverso’s Gourmet  Foods & 

Liquors, Santa Rosa, California, a food and wine retailer, from 
1990 to 1998;  founder, chairman and president of Sonoma 
County Savings & Loan, Santa Rosa, California from 1977 until 
its sale in 1982; director of Northbay Savings Bank, Petaluma, 
California from 1992 until its sale in 1997. The Board’s primary 
reasons for determining that he should serve as a Director are his 
involvement in the Bank’s market area and experience on the 
board of former financial institutions. 

(1) For those who were directors prior to 1998 include service as a director of Summit Savings, a Federal Savings Bank, the 
predecessor institution of the Bank. 

There are no family relationships among any of the Bank’s Executive Officers, directors 
or director nominees. 

 
The Board of Directors had adopted a mandatory retirement policy that requires directors 

to retire upon reaching their 80th birthday. 

With the exception of Mr. Reynolds and Mr. Kapourales, no director or nominee chosen 
by the Board of Directors is, or within the last five years has been, a director of any company 
with a class of securities registered pursuant to Section 12 of the Exchange Act, or subject to the 
requirements of Section 15(d) of such Act or of any company registered as an investment 
company under the Investment Company Act of 1940.  Mr. Reynolds is Chairman of the Board 
of Champion Industries, Inc., Chairman of the Board of Premier Financial Bancorp, Chairman of 
the Board of Energy Services of America Corporation, director of First Guaranty Bank of 
Hammond, Louisiana; each of which has registered its common stock pursuant to the Exchange 
Act. He is a former director of Portec Rail Products, Inc. of Pittsburgh, Pennsylvania, Abigail 
Adams National Bancorp, Inc. and First State Financial Corporation.  Mr. Kapourales is a 
director of Energy Services of America Corporation, which has registered its common stock 
pursuant to the Exchange Act. 

During 2012, the Bank’s Board of Directors met 14 times for regularly scheduled and 
special meetings. With the exception Mr. Reynolds who missed five meetings, each director 
standing for reelection attended at least 75 percent of the aggregate of: (i) the total number of 
meetings of the Board of Directors; and (ii) the total number of meetings of board committees on 
which that director served.  The Bank’s policy is that all directors should attend the Annual 
Meeting unless good cause prevents their attendance.  In 2012, all fourteen directors standing for 
reelection at the Meeting attended the 2012 Annual Meeting in person. 
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Executive Officers of the Bank 

Set forth below is certain information with respect to the Executive Officers of the Bank. 

Name Age Position Officer Since 

Allan J. Hemphill (1) 74 Chairman of the Board 2012 

Thomas M. Duryea  55 President and Chief Executive 
Officer 

2006 

Dennis E. Kelley  59 Senior Vice President and 
Chief Financial Officer 

2005 

William Fogarty 52 Senior Vice President and 
Chief Credit Officer 

2011 

Linda Bertauche 67 Senior Vice President and 
Chief Operating Officer 

2009 

(1)  The Board has named the Chairman of the Board as an Executive Officer for succession planning. The Chairman 
of the Board does not receive compensation beyond the Board approved fees and does not participate in operating 
management. 

 
A brief summary of the background and business experience of the Executive Officers of 

the Bank who have not previously been described is set forth below: 
 
 Dennis E. Kelley has been the Bank’s Senior Vice President and Chief Financial Officer 
since January 2005.  Previously he was Chief Financial Officer for Bank of Petaluma and 
National Bank of the Redwoods and its parent company, Redwood Empire Bancorp, and an 
Investment Representative/Registered Investment Advisor for A. G. Edwards. 

William Fogarty was appointed Senior Vice President and Chief Credit Officer effective 
December 8, 2011.  He was formerly with First Security Bank, Bozeman, MT as the Chief Credit 
Officer from April 2011 until joining Summit State Bank.  Prior to that position, he was the 
President and Chief Executive Officer of Liberty Bay Bank, Poulsbo, Washington from April 
2007 to August 2010 and Vice President, Commercial Relationship Manager with Frontier Bank, 
Bremerton, Washington from August 2006 to April 2007.   

Linda Bertauche was promoted on January 26, 2009 to the position of Senior Vice 
President and Chief Operating Officer and is designated an executive officer of the Bank. Ms. 
Bertauche joined the bank on July 5, 2005 and was a Senior Vice President and Compliance 
Officer. During the previous five years and before joining the bank, she was Senior Vice 
President of Bank Operations for National Bank of the Redwoods and responsible for loan 
operations, deposit operations, data processing and information technology. 
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Board Leadership Structure and the Board's Role in Risk Oversight: 

Since March 2008 the Bank’s leadership structure has separated the roles of chairman 
and chief executive officer.  The Board believes that separating these functions gives the Board 
greater control of the Board’s agenda and greater independence in oversight of risk. The Board 
has named the Chairman of the Board as an Executive Officer for succession planning. The 
Chairman of the Board does not receive compensation beyond the Board approved fees and does 
not participate in operating management. 

The Board guides management through the adoption of policies that establish risk limits 
and authority levels. Various Board committees oversee the adherence to the policies. The Audit 
Committee establishes an audit oversight program that considers areas of risk within the 
organization. 

Security Ownership of Management 

The following table sets forth information as of the Record Date pertaining to beneficial 
ownership of the Bank’s common stock (the sole class of voting stock outstanding) by current 
directors of the Bank, nominees to be elected to the Board of Directors, and all directors and 
officers of the Bank as a group.  As used throughout this Proxy Statement, the term “Executive 
Officer” refers to the President and Chief Executive Officer; the Senior Vice President and Chief 
Financial Officer; the Senior Vice President and Chief Credit Officer; the Senior Vice President 
and Chief Operating Officer.  The information set forth below has been obtained from the Bank’s 
records, or from information furnished directly by the individual or entity to the Bank. 
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Name and Address of 
Beneficial Owner (1) 

Relationship 
 with Bank 

Amount and 
Nature of 
Beneficial 

Ownership (2) 
Percent of 
Class (2) Footnote 

Bradley E. Baker Director 43,835 - (3) 
James E. Baxter II Director 109,985 2.3% (4) (5) 
Linda Bertauche SVP and Chief Operating 

Officer 20,010 - (3) (6) 

James E. Brush Director 60,101 1.2%  Josh C. Cox, Jr.  Director 410 - (3) (4) 
John F. DeMeo  Director 47,907 1.0% (7) 
Michael J. Donovan  Director 72,756 1.5% (4) (8) 
Richard A. Dorr  Director 7,400 - (3) (4) (9) 
Thomas M. Duryea  Director, CEO and President 61,331 1.3% (10) 
William H. Fogarty SVP and Chief Credit Officer 2,700 - (3) 
Todd R. Fry  Director 5,000 - (3) (4) (11) 
Joseph F. Helmer Director 3,000 - (3) (4) 
Allan J. Hemphill  Director 4,074 - (3) 
Samuel G. Kapourales Nominee for Director 60,000 1.1%  
Dennis Kelley SVP and Chief Financial Officer 25,810 - (3) (12) 
Ronald A. Metcalfe  Director 4,400 - (3) (4) 
Nicholas J. Rado Director 5,400 - (3) (4) 
Marshall T. Reynolds  Director 807,420 16.7% (4) 
Eugene W. Traverso  Director 21,400 - (3) (13) 

All directors and executive officers as a group (18 in 
number)  1,302,939 27.0% (14) 

 
(1)    The address for all persons is c/o the Bank, 500 Bicentennial Way, Santa Rosa, California, 95403.  
(2)    Includes shares beneficially owned (including options exercisable within 60 days of June 4, 2013), both directly and 
indirectly together with associates. Subject to applicable community property laws and shared voting and investment power with 
a spouse, the persons listed have sole voting and investment power with respect to such shares unless otherwise noted.    
(3)     Represents less than one percent of the outstanding shares of the Bank’s common stock.  
(4)     Incudes 400 shares under option exercisable within 60 days of June 4, 2013. 
(5)     Includes 107,085 shares with sole voting and investment power and 2,500 shares with shared voting and investment power. 
(6)     Includes 19,900 shares under option exercisable within 60 days of June 4, 2013. 
(7)     Includes 16,800 shares with sole voting and investment power and 31,107 shares with shared voting and investment power.  
(8)     Includes 36,536 shares with sole voting and investment power and 35,820 shares with shared voting and investment power. 
(9)     Includes 7,000 shares held as trustee of the Dorr Family Trust.  
(10)   Includes 26,441 shares with sole voting and investment power, 11,484 shares of shared voting and investment power, and 
690 shares indirectly owned.  Includes options to purchase 22,716 shares of common stock that are exercisable within 60 days of 
June 4, 2013. 
(11)   Includes 600 shares held by his daughter.  
(12)   Includes 23,200 shares under option exercisable within 60 days of June 4, 2013. 
(13)   Includes 21,400 shares held as trustee of a family trust.  
(14)   Indicates options to purchase 73,500 shares of common stock, which are exercisable within 60 days of the record date. 
 

Committees of the Board of Directors 

Audit Committee 

The members of the Audit Committee are Ronald A. Metcalfe (Committee Chairman), 
Josh C. Cox, Jr., Michael J. Donovan, Nicholas J. Rado and Todd R. Fry. All Audit Committee 
members are independent for purposes of Nasdaq’s listing standards applicable to audit 
committee members. 
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The principal duties of the Audit Committee are the following: (i) selecting the Bank’s 
independent registered public accounting firm; (ii) meeting with the independent registered 
public accounting firm to review and approve the scope of its audit engagement and the fees 
related to such work; (iii) meeting with the Bank’s financial management, internal audit 
management and independent registered public accounting firm to review matters relating to 
internal accounting controls, the internal audit program, the Bank’s accounting practices and 
procedures and other matters relating to the financial condition of the Bank; and (iv) periodically 
reporting to the Board any conclusions or recommendations that the Audit Committee may have 
with respect to such matters. The Audit Committee met six times during 2012. The committee 
has a written charter, a copy of which can be found on the Bank’s website at 
www.summitstatebank.com. The Bank’s Board of Directors has determined that the Bank has 
two Audit Committee financial experts, Mr. Metcalfe and Mr. Rado, serving on its Audit 
Committee.  The designation or identification of a person as an Audit Committee financial expert 
does not impose on such person any duties, obligations or liability that are greater than the 
duties, obligations and liability imposed on such person as a member of the Audit Committee 
and Board of Directors in the absence of such designation or identification. 

Loan Committee 

The members of the Loan Committee are Richard A. Dorr (Committee Chairman), James 
E. Baxter effective August 23, 2012, James E. Brush effective March 26, 2012, Josh C. Cox, Jr., 
Michael J. Donovan, Thomas M. Duryea, Allan J. Hemphill, Nicholas J. Rado until August 23, 
2012,  and Eugene W. Traverso. 

The Loan Committee is responsible for the approval and supervision of loans and the 
development of the Bank’s loan policies and procedures. The Loan Committee met 21 times 
during 2012. 

Asset-Liability Management and Investment Committee 

The members of the Asset-Liability Management and Investment Committee are Todd R. 
Fry (Committee Chairman), James E. Baxter, James E. Brush effective March 26, 2012, Thomas 
M. Duryea, Joseph Helmer, Allan Hemphill, and Eugene W. Traverso until August 23, 2012. 

The Asset-Liability Management and Investment Committee is responsible for the 
development of policies and procedures related to liquidity, asset-liability management and the 
development of policies and procedures related to the Bank’s investment portfolio. The Asset-
Liability Management and Investment Committee met nine times during 2012. 

Information Technology Steering Committee 

The members of the Information Technology Steering Committee are Nicholas J. Rado 
(Committee Chairman), Thomas M. Duryea, and Ronald A. Metcalfe. 

The Information Technology Committee determines appropriate information technology 
systems for the Bank and reviews the performance of these systems. The Information 
Technology Committee met five times in 2012. 
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Nominating Committee 

The members of the Nominating Committee are John F. DeMeo (Committee Chairman), 
Allan Hemphill, and Marshall T. Reynolds.  All are independent under Nasdaq listing standards.  
The Committee will identify and review candidates for the Board of Directors and review the 
appropriate skills and characteristics required of Board members, in consultation with the 
Chairman and Chief Executive Officer, and recommends director nominees to the Board.  The 
Committee will also consider and evaluate director nominees proposed by shareholders.  The 
Nominating Committee met one time in 2012.   

The Committee has a written charter, a copy of which can be found on the Bank’s 
website at www.summitstatebank.com. In nominating candidates, the Committee takes into 
consideration such factors as the following: business or professional experience, judgment, skill, 
diversity of background and perspective, requirements of NASDAQ to maintain a minimum 
number of independent directors, any requirements or regulations of the FDIC, requirements of 
the Securities and Exchange Commission to have persons with financial expertise available to 
serve on the Bank’s audit committee, and the extent to which the candidate generally would be a 
desirable addition to the Board and any committees of the Board. 

Compensation and Corporate Governance Committee 

The members of the Compensation and Corporate Governance Committee (the 
“Compensation Committee”) are John F. DeMeo (Committee Chairman), Allan Hemphill, and 
Marshall Reynolds. All are independent under Nasdaq listing standards. The Committee 
evaluates and recommends to the Board of Directors salary and other compensation for the CEO 
and President and bonuses for the executive officers. The Committee also develops and 
recommends to the Board a set of corporate governance principles applicable to the Bank. The 
Committee oversees the evaluation of the Board and management and evaluates the effectiveness 
of Board meetings and makes recommendations for improvement. The Committee met one time 
in 2012. The Committee has a charter that can be found on the Bank’s website at 
www.summitstatebank.com. 

Transactions with Related Persons 

Some of the Bank’s directors and executive officers, as well as members of their 
immediate families and associates, are customers of, and have had banking transactions with, the 
Bank in the ordinary course of the Bank’s business, and the Bank expects to have such ordinary 
banking transactions with these persons in the future.  Directors and executive officers are 
eligible to participate in the Bank’s employee loan program, which offers preferred interest rates 
on primary home mortgage loans.  Otherwise, in the opinion of management of the Bank, all 
loans and commitments to lend included in such transactions were made in the ordinary course 
of business on the same terms, including interest rates and collateral, as those prevailing for 
comparable transactions with other persons of similar creditworthiness, and do not involve more 
than the normal risk of collectability or present other unfavorable features.  While the Bank does 
not have any limits on the aggregate amount it may lend to directors and executive officers as a 
group, loans to individual directors and officers must comply with the Bank’s lending policies 
and statutory lending limits.  In addition, in some cases prior approval of the Bank’s Board of 
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Directors must be obtained for such loans, as required by federal and state regulations applicable 
to the Bank. 

In 2012 there were no other existing or proposed material transactions between the Bank 
and any of the Bank’s directors, executive officers, nominees for election as a director, or the 
immediate family or associates of any of the foregoing persons. 

The Bank’s Code of Conduct requires that if a situation arises that may present a 
potential conflict of interest, it must be reviewed and approved by the Bank's Board or by a 
designee of the Board.  An executive officer or director who is aware of an actual or potential 
conflict of interest must advise the Bank’s Compliance Officer, Linda Bertauche. 

Nasdaq rules require the Bank to conduct an appropriate review of all related party 
transactions for potential conflict of interest situations on an ongoing basis and all such 
transactions must be approved by the Bank’s audit committee or another independent body of the 
Board of Directors. For purposes of the rule, the term “related party transaction” refers to 
transactions required to be disclosed pursuant to SEC Regulation S-K, Item 404 which includes, 
but is not limited to, any financial transaction, arrangement or relationship (including any 
indebtedness or guarantee of indebtedness) or any series of similar transactions, arrangements or 
relationships. 

The Bank’s Audit Committee Charter requires the Audit Committee to review for 
approval all related party transactions for potential conflict of interest situations. The Audit 
Committee determines whether any such transaction poses a disclosure issue or, where a director 
is involved, adversely impacts a director’s independence and makes an appropriate decision 
regarding the transaction. 

Change in Control 

The Board is not aware of any arrangements, including the pledge by any person of 
shares of the Bank, the operation of which may at a subsequent date result in a change in control 
of the Bank. 

Executive Compensation 

Compensation Discussion and Analysis 

General Overview of Executive Compensation 

The Bank currently has five designated executive officers, which include the Chairman of 
the Board who was designated as an executive officer for succession purposes but does not 
receive a salary or participate in daily management. The executive officers responsible for daily 
management include the President and Chief Executive Officer (“CEO”), the Chief Financial 
Officer (“CFO”), the Chief Credit Officer (“CCO”), and the Chief Operating Officer (“COO”).  
Compensation for the executive officers consists of salary, annual bonus, stock options and other 
normal employee benefits that are offered to all employees of the Bank.  The Compensation 
Committee of the Board of Directors, which consists solely of outside directors, recommends to 
the Board of Directors the compensation of the CEO based on their evaluation of the individual’s 
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performance and the overall performance of the Bank. Although no specific financial targets are 
set, factors used to assess the performance of the individual include the accomplishment of 
significant projects and strategies.  The Bank’s performance is evaluated on factors such as 
financial results, operations, and regulatory examination results. The CEO recommends to the 
Compensation Committee the compensation of the CFO, CCO, and COO.  Annual salary is 
adjusted based on the Bank’s performance and the performance of duties with respect to the 
officer’s area of responsibility. The salary range of each position is compared to a peer group of 
banks in California and adjustment to salary is made when deemed appropriate. 

The Compensation Committee recommends to the Board of Directors the annual bonus 
for the executive officers based on the Bank’s financial performance and significant 
accomplishments during the year. 

The Bank has no employment, termination, retirement or change of control compensation 
agreements with any of the executive officers. 

 The following information is furnished with respect to the Executive Officers of the Bank 
whose aggregate compensation during 2012 exceeded $100,000.  

Name and Principal 
Position Year Salary ($)

Bonus 
($)

Stock 
Awards 

($)

Option 
Awards 
($) (1)

All Other 
Compensation 

($) (2) Total ($)

Thomas M. Duryea, 2012 270,000      -        -        -        29,071            299,071      
CEO and President (PEO) 2011 270,000      -        -        32,281  37,339            339,620      

Dennis E. Kelley, 2012 170,000      9,807    -        -        10,332            190,139      
S.V.P. and CFO (PFO) 2011 169,853      9,809    -        20,388  10,748            210,798      

Linda Bertauche, 2012 150,000      8,654    -        -        6,948              165,602      
S.V.P. and COO 2011 149,779      8,654    -        16,990  6,948              182,371      

William Fogarty, 2012 177,083      6,538    -        -        19,795            203,416      
S.V.P. and CCO (3) 2011 8,307          -        -        -        -                 8,307          

Summary Compensation Table

(1)  The option column shows the grant date fair value of options granted during the year. See Footnote 11 to the Audited

(2)  All Other Compensation includes various benefits, including but not limited to 401-K matching contributions, automobile

(3) William Fogarty joined the Bank on December 8, 2011 as S.V.P. and Chief Credit Officer.

       Financial Statements contained in the Annual Report to Shareholders on Form 10-k for the assumptions used in the
        computaion of the value of the stock option awards.

        allowance and excess life insurance premiums.
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Name

Number of 
Securities 

Underlying 
Unexercised 
Options (#) 
Exercisable

Number of 
Securities 

Underlying 
Unexercised 
Options (#) 

Unexercisable
Option Exercise 

Price ($)
Option Expiration 

Date

Thomas M. Duryea 5,000                        -                            10.92 6/25/17
8,000                        2,000                        6.99 8/1/18
3,000                        2,000                        5.27 1/26/19
6,000                        4,000                        5.00 12/18/19

400                           1,600                        5.50 10/24/21
3,400                        13,600                     5.50 10/24/21

Dennis E. Kelley 5,000                        -                            10.92 6/25/17
6,000                        4,000                        4.65 3/30/19
1,800                        1,200                        5.00 12/18/19
4,000                        6,000                        6.28 3/22/20
2,400                        9,600                        5.50 10/24/21

Linda Bertauche 5,000                        -                            10.92 6/25/17
6,000                        4,000                        5.75 9/28/19

900                           600                           5.00 12/18/19
4,000                        6,000                        6.28 3/22/20
2,000                        8,000                        5.50 10/24/21

Outstanding Equity Awards at 2012 Fiscal Year End

Option Awards

 
 

Equity Compensation Plan Information 

The information in the following table is provided as of the end of the fiscal year ended 
December 31, 2012, with respect to compensation plans (including individual compensation 
arrangements) under which equity securities are issuable: 
 

Plan category 

Column (a) 
Number of securities 

to be issued upon 
exercise of outstanding 

options, warrants  
and rights 

Weighted-
average exercise 

price of 
outstanding 

options, 
warrants and 

rights 

Number of securities remaining 
available for future issuance 

under  equity compensation plans 
(excluding securities  

reflected in Column (a)) 
Equity compensation plans approved by security holders ...........   149,500   $6.15 500 
Equity compensation plans not approved by security holders 10,666 $7.50 - 
Total ............................................................................................   160,166 $6.24 500 
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Director Compensation for 2012 

The following table sets forth compensation paid to the Bank’s non-employee directors 
during 2012. 

Name 
 

Fees Earned 
or Paid in 
Cash ($) 

 

Option 
Awards 

 

All Other 
Compensation 

($) 
 

Total ($) 
James E. Baxter II 

 
26,800  

 
-  - 

 
26,800  

James E. Brush 
 

26,600  
 

- 
 

- 
 

26,600  
Josh C. Cox, Jr.  

 
33,623  

 
- 

 
- 

 
33,623  

John F. DeMeo  
 

24,600  
 

- 
 

- 
 

24,600  
Michael J. Donovan  

 
31,600  

 
- 

 
- 

 
31,600  

Richard A. Dorr  
 

31,600  
 

- 
 

- 
 

31,600  
Todd R. Fry  

 
25,600  

 
- 

 
- 

 
25,600  

Allan J. Hemphill  
 

34,200  
 

- 
 

- 
 

34,200  
Joseph F. Helmer 

 
24,000  

 
- 

 
- 

 
24,000  

Ronald A. Metcalfe  
 

26,800  
 

- 
 

- 
 

26,800  
Nicholas J. Rado 

 
33,000  

 
- 

 
- 

 
33,000  

Marshall T. Reynolds  
 

14,600  
 

- 
 

- 
 

14,600  
Eugene W. Traverso  

 
31,000  

 
- 

 
- 

 
31,000  

         During 2012, the Bank paid non-employee directors a monthly meeting fee of $1,800 per meeting.  
In addition, committee members received $400 per committee meeting attended in person and 
$200 per committee meeting attended via telephone unless they live more than 100 miles from 
Santa Rosa. In this case, the committee members received the full $400 per committee meeting 
attended. The Chairman of the Board receives an additional $1,600 per month fee. 

Compensation Committee’s Report on Compensation 

The Compensation Committee has reviewed and discussed with the management of the 
Bank the Compensation Discussion and Analysis included in this proxy statement. 

Based on such review and discussions, the Board of Directors of the Bank determined 
that the Compensation Discussion and Analysis be included in the Bank’s annual report on Form 
10-K and in this proxy statement.   

John F. DeMeo 
Allan J. Hemphill 
Marshall T. Reynolds 
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Audit Committee Report 

The Audit Committee has reviewed and discussed the audited financial statements with 
management.  The Audit Committee has discussed with the independent auditors the matters 
required to be discussed by the Statement on Auditing Standards No. 61, as amended.  The Audit 
Committee has received the written disclosures and the letter from the independent accountants 
required by Independence Standards Board Standard No. 1  (Independence Discussions with 
Audit Committees), as adopted by the Public Company Accounting Oversight Board, and has 
discussed with the independent accountant the independent accountant’s independence. 

Based on the review and discussions referred to above, the Audit Committee 
recommended to the Board of Directors that the audited financial statements be included in the 
Bank’s annual report on Form 10-K. 

Ronald A. Metcalfe 
Josh C. Cox, Jr. 
Michael J. Donovan 
Nicholas J. Rado 
Todd R. Fry 
 

Significant Litigation 

The Bank is not involved in any litigation in which a director or officer has a material 
adverse interest. 

Recommendation of the Board of Directors 
 

You are urged to vote for Proposal 1: To elect the 15 nominees set forth herein to 
serve until the next annual meeting of the shareholders and until their respective successors 
shall be elected and qualified:  James E. Baxter II, James E. Brush, Josh C. Cox, Jr., John 
F. DeMeo, Michael J. Donovan, Richard A. Dorr, Thomas M. Duryea, Todd R. Fry, Joseph 
F. Helmer, Allan J. Hemphill, Samuel G. Kapourales, Ronald A. Metcalfe, Nicholas J. 
Rado, Marshall T. Reynolds and Eugene W. Traverso.   
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PROPOSAL 2 

Approval of 2013 Equity Incentive Plan 

Background  

At the Meeting, shareholders will be asked to approve the Summit State Bank 2013 
Equity Incentive Plan (the “2013 Plan”). 

If approved by shareholders, the 2013 Plan would allow the Bank to issue stock options 
and other types of equity-based incentives, such as stock appreciation rights, restricted stock 
awards, stock grants and qualified performance-based awards (collectively, “Awards”).  The 
2013 Plan would allow the Bank to issue Awards with respect to up to 150,000 shares of the 
Bank’s common stock in the aggregate. 

As of May 30, 2013, there were options for 148,300 shares outstanding under the Summit 
State Bank 2007 Stock Option Plan and an additional 500 remained available for grant. 

Principal Reasons for the 2013 Plan  

Historically, the Bank has issued incentive stock options and non-qualified stock options 
to its employees and directors.  Because stock options are now required to be expensed under 
FASB Accounting Standards Codification (ASC) 718 and FASB ASC 505-50, other forms of 
equity incentives may be more advantageous to the Bank and its shareholders.  The 2013 Plan 
allows the Bank to grant several different types of equity awards in addition to stock options.  In 
addition, allowing employees, directors and consultants to pay the exercise price for a stock 
option in several different ways will provide the Bank and plan participants with greater 
flexibility. 

The Board of Directors has determined that the 2013 Plan is necessary and appropriate to 
give the Bank flexibility to (i) attract and retain qualified non-employee directors, executives and 
other key employees and consultants with appropriate equity-based awards, (ii) motivate high 
levels of performance, (iii) recognize employee contributions to the Bank’s success, and 
(iv) align the interests of 2013 Plan participants with those of the Bank’s shareholders.  In 
addition, the Board of Directors believes that a robust equity compensation program is necessary 
to provide the Bank with flexibility in negotiating strategic acquisitions and other business 
relationships to further expand and grow the Bank’s business.  

Without the ability to grant equity-based awards for these purposes, the Bank may not 
remain competitive for qualified non-employee directors, executives and skilled employees and 
consultants in the banking industry, particularly against similar companies vying for a limited 
talent pool. The provisions of the 2013 Plan are summarized below.  There has been no 
determination with respect to future awards under the 2013 Plan as of the date of this proxy 
statement. 
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Summary of the 2013 Plan 

The following description of certain features of the 2013 Plan is intended to be a 
summary only. The summary is qualified in its entirety by the full text of the 2013 Plan that is 
attached to this proxy statement as Appendix A. 

Administration.  The 2013 Plan will be administered by the Board or an authorized 
committee of the Board, although the Board may at any time exercise any of the powers and 
responsibilities assigned to a committee under the 2013 Plan.  Subject to the provisions of the 
2013 Plan, the Board or an authorized committee will have complete authority to make all 
determinations with respect to Awards to be granted, including the form of Award and the 
recipient of the Award.  Subject to the provisions of the 2013 Plan, the Board or an authorized 
committee will have complete authority to interpret the 2013 Plan, to prescribe, amend and 
rescind rules and regulations relating to the 2013 Plan, to determine the terms and provisions of 
any agreements concerning the terms of an Award, and to make all other determinations 
necessary or advisable for the administration of the 2013 Plan.  All decisions, interpretations and 
other actions of the committee will be final and binding.  Unless terminated earlier by action of 
the Board, the 2013 Plan will expire in 2023. 

It is the current policy of the Board of Directors that all equity incentive awards be 
approved by the Compensation Committee.  Accordingly, although this description of the 2013 
Plan refers to the Board, the Bank anticipates that the Board’s responsibilities under the 2013 
Plan will be carried out by the Committee, consistent with the Board’s current policy.   

Participants.  Employees, officers, non-employee directors and consultants of the Bank 
or its subsidiaries are eligible for Awards under the 2013 Plan. The Board or an authorized 
committee determines which individuals will receive Awards, as well as the number and 
composition of each Award. 

Awards.  Awards under the 2013 Plan may consist of a single type or any combination of 
the types of Awards permissible under the 2013 Plan.  The Board or an authorized committee 
may determine the types, sizes and terms of Awards based on various factors, including a 
participant’s duties and responsibilities, the value of the participant’s past services, the 
participant’s potential contributions to the Bank’s success, and other factors.  Award for an 
aggregate of up to 150,000 shares would be issuable under the 2013 Plan.  No one individual 
participant may receive Awards for more than 25,000 shares of common stock during any year. 

The 2013 Plan provides for the following types of Awards: 

• Stock Options.  The Bank may grant stock options under the 2013 Plan, including 
options which are qualified as incentive stock options as defined under Section 422 of the 
Internal Revenue Code (the “Code”) and nonqualified stock options.  Options will not be 
exercisable at a price that is less than 100% of the fair market value of the Bank’s common stock 
on the date of grant or, in the case of incentive stock options, if the optionee holds more than 
10% of the voting power of all classes of the Bank’s stock, 110% of fair market value.  The term 
of options will generally be ten years, except that incentive stock options granted to any more 
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than 10% shareholder will have a term of no more than five years.  Options will vest and become 
exercisable as determined by the Board at the time of grant. 

 Upon the exercise of a stock option, the purchase price must be paid in full in either cash 
or check, or the Board may (i) allow the participant to make payment by tendering shares of the 
Bank’s common stock having a fair market value equal to the exercise price, (ii) in appropriate 
circumstances, allow broker-assisted cashless exercises under which the Bank issues shares on 
exercise of the option and is paid the purchase price from the sale of the shares by the optionee’s 
broker, (iii) allow payment by delivery of the optionee’s executed promissory note in such form 
as the committee approves, (iv) withhold shares on option exercise in payment of the exercise 
price; or (v) if permitted by law, allow the optionee to make payment in other forms of 
consideration. 

 Generally, unless otherwise provided in the applicable Award agreement, options which 
have become exercisable continue to be exercisable for up to 90 days after a participant’s 
employment or other association with the Bank terminates for any reason, including death or 
disability.  This period may be extended during any period during which the participant’s 
exercise of the Award would violate the law or otherwise at the Board’s discretion. 

• Stock Appreciation Rights.  Under the 2013 Plan, stock appreciation rights or “SARs” 
may be settled in common stock or cash and must be granted with an exercise price not less than 
100% of the fair market value of the underlying common stock on the date of grant, or, in the 
case of a SAR that is granted in tandem with an option, not less than the exercise price of the 
related option.  Upon exercise of a SAR, a participant is entitled to receive cash or a number of 
shares of common stock equivalent in value to the difference between the fair market value on 
the exercise date and the exercise price of the SAR.  For example, if a participant is granted 100 
SARs with an exercise price of $10 and the SARs are later exercised when the fair market value 
of the underlying shares is $20 per share, the participant would be entitled to receive 50 Shares 
[(($20 - $10) x 100) / $20], or $1,000 in cash (($20 - $10) x 100).  Because of adverse 
accounting consequences of an SAR settled in cash, the Bank expects that most SARs will 
provide for settlement in shares of common stock. 

• Restricted Stock.  A restricted stock award is the grant of shares of the Bank’s common 
stock, for a purchase price determined by the Board (including zero), that is subject to forfeiture 
until specific conditions or goals are met.  Conditions may be based on continuing employment 
or achieving performance goals specified by the Board.  During the period of restriction, 
participants holding restricted stock may, if permitted by the Board, have full voting and 
dividend rights.  The restrictions lapse in accordance with a schedule or other conditions 
determined by the Board. 

• Restricted Stock Units.  An Award of restricted stock units or “RSUs” entitles the 
participant to receive one or more shares of common stock of the Bank upon or following the 
lapse of such restrictions as the Board or an authorized committee may determine, including 
restrictions related to the performance of services by the participant and/or the achievement of 
specified performance goals.  At the discretion of the Board or committee, participants may be 
entitled to receive payments equivalent to any dividends declared with respect to stock 
underlying grants of RSUs, but only upon or following the lapse of the applicable restrictions.   
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• Stock Grants.  A stock grant is an award of shares of common stock without restriction.  
Stock grants may be made in certain circumstances to reward special performance or for other 
reasons. 

• Performance-Based Awards.  Grants of performance-based awards under the 2013 Plan 
are intended to qualify as “performance-based compensation” under Section 162(m) of the Code 
and preserve the deductibility of these awards for federal income tax purposes, as descried below 
(see “Tax effect of Section 162(m) of the Code on the Bank”.  Because Section 162(m) of the 
Code only applies to those employees who are “covered employees” as defined in Section 
162(m), covered employees and those who may become covered employees are most likely to 
receive performance-based awards.   

Participants are only entitled to receive payment for a performance-based award for any 
given performance period to the extent that pre-established performance goals for the period are 
satisfied.  The performance goals and period must be objective and must be set by a committee 
composed of two or more independent directors, such as the Compensation Committee, in 
writing not later than 90 days after the commencement of the services to which the Award relates 
(or, if earlier, before 25% of the performance period has elapsed) and when the outcome is 
substantially uncertain.  These pre-established performance goals must be based on one or more 
of the following performance criteria which are set forth in Section 2.18 of the 2013 Plan: 
(i) earnings per share; (ii) earnings before interest, taxes and depreciation; (iii) earnings before 
interest, taxes, depreciation and amortization (EBITDA); (iv) net earnings; (v) total shareholder 
return; (vi) return on equity; (vii) return on assets; (viii) asset quality; (ix) net interest margin; 
(x) operating income; (xi) net income; (xii) net operating income; (xiii) net operating income 
after tax; (xiv) pre- and after-tax income; (xv) pre-tax profit; (xvi) operating cash flow; 
(xvii) revenue; (xviii) revenue growth; (xix) growth of assets; (xx) improvement in or attainment 
of expense levels; (xxi) market share; (xxii) share price performance; (xxiii) efficiency; and 
(xxiv) debt reduction.  These performance criteria may be measured in absolute terms or as 
compared to any incremental increase or as compared to results of a peer group, and may be 
calculated in any manner chosen by the committee.  The performance goal for a particular Award 
based upon the performance criteria may be expressed in terms of the overall performance of the 
Bank, or of a division, business unit, or subsidiary of the Bank, or of an individual, in any 
combination.  With regard to a particular performance period, the committee will have the 
discretion to select the length of the performance period, the type of performance-based awards 
to be granted, and the goals that will be used to measure the performance for the period.  In 
determining the actual size of an individual performance-based award for a performance period, 
the committee may reduce or eliminate (but not increase) the award.  Generally, a participant 
would have to be employed on the date the performance-based award is paid to be eligible for a 
performance-based award for that period.  If the shareholders approve the 2013 Plan, they will 
also be approving the performance criteria set forth above. 

The committee may appropriately adjust any evaluation of performance against a 
performance goal (but only to the extent consistent with Section 162(m) of the Code, in the case 
of qualified performance-based Awards), to exclude the effects of the following: (i) litigation, 
claims, judgments or settlements, (ii) the effect of changes in tax law, accounting principles or 
other such laws or provisions affecting reported results, (iii) accruals for reorganization and 
restructuring programs and (iv) any extraordinary, unusual, non-recurring or non-comparable 
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items (A) as described in Accounting Standards Codification (ASC) 225-20, (B) as described in 
management’s discussion and analysis of financial condition and results of operations appearing 
in the Bank’s Annual Report to shareholders for the applicable year, or (C) publicly announced 
by the Bank in a press release or conference call relating to the Bank’s results of operations or 
financial condition for a completed quarterly or annual fiscal period. 

• Performance Units.  A performance unit entitles the recipient to the value of a specified 
number of shares of the Bank’s common stock over the initial value for such number of shares, if 
any, established by the committee at the time of grant, at the close of a specified performance 
period, to the extent specified business objectives, including but not limited to performance 
goals, have been achieved.  Performance units will be settled in cash or stock in the discretion of 
the committee. 

Shares reserved for issuance.  Subject to certain adjustments, the maximum aggregate 
number of shares of the Bank’s common stock which may be issued pursuant to or subject to 
Awards under the 2013 Plan is 150,000.  When Awards made under the 2013 Plan expire or are 
forfeited or cancelled, the underlying shares will become available for future Awards under the 
2013 Plan. Shares awarded and delivered under the 2013 Plan may be authorized but unissued, 
or reacquired shares. 

Acceleration of vesting.  The Board has the authority to accelerate the vesting and 
exercisability of Awards.  In addition, Awards held by a participant whose service has not 
terminated prior to a change in control may be subject to additional acceleration of vesting and 
exercisability upon or after such event, except as otherwise provided in the agreement for such 
Award as provided by law, or as required to ensure any intended qualification of an Award as 
performance-based compensation under Section 162(m) of the Code.   

Limitation of rights.  Participants in the 2013 Plan will not be deemed for any purpose to 
be shareholders of the Bank with respect to any of the shares of stock subject to an Award unless 
and until the participant has satisfied all requirements for vesting and exercise of the Award.  
However, the Board may allow holders of restricted stock to exercise voting rights and receive 
dividends during the restricted period.  

Amendment and termination.  The Board may terminate, amend or modify the 2013 Plan 
at any time, with shareholder approval to the extent necessary to satisfy the requirements of 
Section 422 of the Code.  The Board may also choose to seek shareholder approval for an 
amendment for any other reason, such as to comply with any applicable law or the listing 
standards of any market where the Bank’s securities trade.  The Bank may not make any grants 
under the 2013 Plan after the tenth anniversary of the earlier of the date it was adopted by the 
Board of Directors and the date the 2013 Plan is approved by the Bank’s shareholders.  Awards 
outstanding at the time the 2013 Plan is amended or terminated will continue in existence, and 
the terms of the 2013 Plan will continue to apply to them, until the awards are exercised, 
cancelled or forfeited. 

Tax effect of Section 162(m) of the Code on the Bank.  As described above, Section 
162(m) of the Code Section 162(m) of the Code denies a tax deduction to public companies for 
compensation paid to certain “covered employees” in a taxable year to the extent the 
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compensation paid to a covered employee exceeds $1,000,000 unless the plan contains certain 
features that compensation qualifies the compensation as “performance-based compensation.”  
“Covered employees” are the Bank's Chief Executive Officer and its other three highest 
compensated executive officers, other than the Chief Executive Officer.  Compensation qualifies 
as performance-based only if it is payable on account of performance and satisfies certain other 
requirements.  With respect to Awards under the 2013 Plan, these conditions include shareholder 
approval of the 2013 Plan and of the performance criteria under the 2013 Plan, the establishment 
of individual annual limits on each type of Award, and certain other requirements.  In addition, 
options and SARs are treated under Section 162(m) as inherently performance-based 
compensation if (i) they are awarded to a covered employee pursuant to a stock incentive plan 
approved by shareholders; (ii) the plan specifies, among other things, the maximum number of 
shares with respect to which options and SARs may be granted to a covered employee under the 
plan during a particular period; and (iii) the exercise price of the options and SARs is equal to or 
greater than the fair market value of a share of common stock on the date of grant.  To the extent 
required by Section 162(m) of the Code or the regulations thereunder, in applying the foregoing 
limitation, if any option or SAR is canceled, the canceled Award shall continue to count against 
the maximum number of shares of common stock with respect to which an Award may be 
granted to a participant.  Under the 2013 Plan, the number of shares of the Bank’s common stock 
underlying Awards of options or SARs which may be granted in one calendar year to an 
individual may not exceed 25,000 shares.  Similarly, the maximum number of shares of the 
Bank’s common stock underlying any Awards that are intended to qualify as performance-based 
compensation under Section 162(m) and are made to any individual during any one calendar year 
shall not exceed 25,000 shares.  The 2013 Plan has been designed to permit the grant of awards 
that qualify as performance-based for purposes of satisfying the conditions of Section 162(m), 
thereby permitting the Bank to receive a federal income tax deduction in connection with such 
awards if the Bank should make them.  There can be no guarantee, however, that amounts 
payable under the 2013 Plan will be treated as qualified performance-based compensation under 
Section 162(m) of the Code. 

Tax withholding. The Bank has the right to deduct or withhold or require a participant to 
remit to the Bank an amount sufficient to satisfy federal, state, local and other withholding tax 
requirements (including FICA obligations) that apply with respect to the grant, exercise or 
vesting of any Award.  However, participants may elect, with the approval of the Board, to 
satisfy an applicable withholding requirement by having the Bank withhold shares of common 
stock of fair market value equal to the minimum statutory tax that may be imposed.   

Effect of termination, death, or disability.  If a participant’s employment, consulting 
arrangement, or service as a non-employee director terminates for any reason, vesting of 
incentive stock options, nonqualified stock options, SARs, restricted stock and other awards 
generally will stop as of the effective termination date.  Participants will generally have 90 days 
from their termination date to exercise vested unexercised options and SARs before they expire.  

Nontransferability of Awards.  Awards granted under the 2013 Plan are generally not 
transferable other than by will or the laws of descent and distribution, and a participant’s rights 
under an Award may be exercised by the participant only during the participant’s lifetime.  The 
Board may, however, at or after the grant of an Award of a nonstatutory stock option, or shares 
of restricted stock, provide that such Award may be transferred by the participant to a family 
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member or family trust; provided that the transfer is without payment of any consideration and is 
only made after receiving the Board’s approval.  Shares acquired pursuant to a stock grant or a 
grant of restricted stock as to which all restrictions have lapsed are not subject to this restriction. 

Shareholder approval.  Approval of the 2013 Plan requires the affirmative vote of a 
majority of the Bank’s outstanding shares.   

Certain adjustments.  The number of shares under and pricing of outstanding Awards will 
be proportionately adjusted for any increase or decrease in the number of the Bank’s issued 
shares resulting from a stock split, reverse stock split, stock dividend, reclassification of the 
common stock, or similar distribution with respect to the shares of the Bank’s common stock, as 
determined by the Board and without shareholder approval.  In addition, if there is a change of 
control of the Bank, a successor corporation may assume all or some of the outstanding Awards 
or issue new awards covering the stock of the successor corporation as substitutes for 
outstanding Awards, with appropriate adjustments as to the number and kind of shares 
underlying the Awards, and the exercise prices of options and SARs. 

U.S. Federal Income Tax Consequences 

Option Grants. Options granted under the 2013 Plan may be either incentive stock 
options, which are intended to satisfy the requirements of Section 422 of the Code, or 
nonqualified stock options which are not intended to meet those requirements. The federal 
income tax treatment for nonqualified stock options and incentive stock options is summarized 
below. 

Nonqualified Stock Options. No taxable income is recognized by an optionee upon the 
grant of a nonqualified stock option, and no deduction is available to the Bank at that time.  
Generally, the optionee will recognize ordinary income in the year in which the option is 
exercised.  The amount of ordinary income will equal the excess of the fair market value of the 
purchased shares on the exercise date over the exercise price paid for the shares.  The Bank and 
the optionee are required to satisfy the tax withholding requirements applicable to that income, 
unless the optionee is a nonemployee director or consultant, in which case tax withholding is not 
required.  The Bank will be entitled to an income tax deduction equal to the amount of ordinary 
income recognized by the optionee with respect to exercised nonqualified stock options.  Any 
gain that the optionee realizes upon subsequent disposition of the shares will be short- or long-
term capital gain, depending on how long the shares were held. 

Incentive Stock Options. No taxable income is recognized by an optionee upon the grant 
of an incentive stock option.  Generally, the optionee will not recognize ordinary income in the 
year in which the option is exercised, although the optionee’s gain from exercise may be subject 
to alternative minimum tax.  If the optionee sells the underlying shares acquired from the option 
within two years after the option grant date or within one year of the option exercise date, then 
the sale is treated as a “disqualifying disposition” and the optionee will be taxed in the year of 
disposition on the gain from exercise (the difference between the fair market value of the stock at 
the time of exercise and the exercise price), but not exceeding the gain from disposition (the 
difference between the amount realized on the disposition and the exercise price), as ordinary 
income, and the balance of the gain from disposition, if any, as short-term or long-term capital 
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gain.  The Bank will be entitled to an income tax deduction that equals the amount of the 
optionee’s compensatory ordinary income.  If the optionee does not make a disqualifying 
disposition, then the Bank will not be entitled to a tax deduction and the optionee will generally 
recognize a long-term capital gain (or loss) equal to the difference between the sale price of the 
shares and the exercise price. 

Stock Appreciation Rights. No taxable income is recognized by a participant, and no 
deduction is available to the Bank, upon the grant of a SAR.  The participant will recognize 
ordinary income in the year in which the SAR is exercised.  The amount of ordinary income will 
be equal to the cash payment upon exercise or the fair market value of the common stock 
received.  The Bank and the participant are required to satisfy the applicable tax withholding 
requirements, unless the participant is a nonemployee director or consultant, in which case tax 
withholding is not required.  The Bank will be entitled to an income tax deduction equal to the 
amount of ordinary income recognized by the participant with respect to exercised SARs. 

Restricted Stock.  When the restrictions applicable to a grant of restricted stock lapse, the 
grantee will generally have ordinary income equal to the difference between the fair market 
value of the shares on the vesting date and any amount paid for the shares.  This income is 
subject to withholding for employee participants for federal income and employment tax 
purposes.  The Bank is entitled to a tax deduction in the amount of the ordinary income 
recognized by the grantee.  Any gain or loss on the grantee’s subsequent disposition of the shares 
will receive long or short-term capital gain or loss treatment depending on how long the stock 
has been held since the restrictions lapsed. The Bank does not receive a tax deduction for any 
such gain. 

Alternatively, within 30 days of the date of the grant, the grantee may elect under Section 
83(b) of the Code to include as ordinary income in the year of the grant, an amount equal to the 
difference between the fair market value of the granted shares on the grant date and any amount 
paid for the shares. If the Section 83(b) election is made, the grantee will not recognize any 
additional compensation income when the restriction lapses, but will recognize a short-term or 
long-term capital gain income or loss upon sale of the shares.  The Bank will be entitled to an 
income tax deduction equal to the ordinary income recognized by the grantee in the year in 
which the grantee recognizes such income.  Income tax withholding would be required for 
employee grantees. 

Restricted Stock Units (RSUs).  The Bank receives a tax deduction and the participant 
recognizes ordinary income equal to the fair market value of the shares of common stock issued 
to the participant at the time of the settlement of the RSUs upon or following the lapse of the 
applicable restrictions.  A Code Section 83(b) election is not available for RSUs.  

Stock Grants. Stock grants in the nature of shares of the Bank’s common stock will 
generally be taxable as ordinary income equal to the aggregate of their fair market value when 
the grant is not subject to a substantial risk of forfeiture.  The Bank will generally be entitled to a 
deduction for the amount included in the recipient's income.  Income tax withholding for 
employee grantees would be required. 
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Performance-based Awards. The grant, vesting and/or settlement of performance-based 
Awards will result in income taxation to the recipient at the times and in the amounts descried 
above, depending upon the form of the performance-based Award.  

The maximum number of shares for Awards intended to qualify as “performance-based 
compensation” is 25,000 shares of the Bank’s common stock to any employee participant during 
any calendar year, which would have a value of $225,500 based on the closing price of the 
Bank’s common stock on Nasdaq as of May 22, 2013, which was $9.15 per share. 

Performance Units.  Performance units are generally taxable on settlement, in cash or 
stock, in the same manner as RSUs. 

Deductibility of executive compensation.  The 2013 Plan is designed to permit the grant 
of options and SARs, and certain awards of restricted stock, RSUs and performance units, that 
qualify as “performance-based compensation” not subject to the $1,000,000 deductibility cap of 
Code Section 162(m).  However, as described above, the rules promulgated under Code Section 
162(m) are complicated and subject to change from time to time, sometimes with retroactive 
effect.  In addition, a number of requirements must be met in order for particular compensation 
to so qualify.  As such, there can be no assurance that any compensation awarded or paid to 
covered employees under the 2013 Plan will be fully deductible under all circumstances. 

Section 409A of the Code.  Section 409A of the Code generally establishes rules that must 
be followed with respect to covered deferred compensation arrangements in order to avoid the 
imposition of an additional 20% tax (plus interest) on the employee or other service provider 
who is entitled to receive the deferred compensation.  The 2013 Plan permits the grants of 
various types of Awards, which may or may not be exempt from Section 409A.  If an Award is 
subject to Section 409A, and if the requirements of Section 409A are not met, the taxable events 
described in this section could apply earlier than described, and could result in the imposition of 
the 20% additional tax plus interest.  Restricted stock awards, and options and SARs with an 
exercise price that is not less than 100% of the fair market value of the underlying stock on the 
date of grant, should be exempt from Section 409A.  RSUs and performance units granted under 
the 2013 Plan may be subject to Section 409A unless they are designed to satisfy the short-term 
deferral exemption from Section 409A.  If not exempt, such RSUs and performance units must 
be specifically designed to meet the requirements of Section 409A in order to avoid early 
taxation and penalties. 

The preceding discussion is based on U.S. tax laws and regulations presently in effect, 
which are subject to change, and the discussion does not purport to be a complete description of 
the U.S. income tax aspects of the 2013 Plan.  A participant may also be subject to state and local 
taxes in connection with the grant of awards under the 2013 Plan.  The Bank suggests that 
participants consult with their individual tax advisors to determine the applicability of the tax 
rules to the awards granted to them in their personal circumstances. 

Board of Directors’ Recommendation 

The Board of Directors unanimously recommends that shareholders vote “FOR” approval 
of the Summit State Bank 2013 Equity Incentive Plan.  
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PROPOSAL 3 

Advisory Vote on the Compensation of the Named Executive Officers 

At the Meeting, and as required by the Dodd-Frank Act, shareholders will vote on an 
advisory (non-binding) proposal to approve the compensation paid to the Bank’s executive 
officers listed in the Summary Compensation Table.  

This “say on pay” proposal gives the Bank’s shareholder the opportunity to endorse or 
not endorse our executive pay program through the following resolution: 

“Resolved, that the shareholders approve, on an advisory basis, the compensation of the 
named executive officers, as disclosed in the Bank’s Proxy Statement for its 2013 Annual 
Meeting of Shareholders.” 

Because this vote is advisory, it will not be binding on the Bank or the Board or create or 
imply any additional fiduciary duty by the Board.  However, the Compensation Committee may 
take into account the outcome of the vote when considering future executive compensation 
arrangements. 

Board of Directors’ Recommendation 

The Board of Directors believes that its compensation policies and procedures are 
centered on a pay-for-performance culture and are strongly aligned with the long-term interests 
of the Company’s shareholders.  

The Board of Directors unanimously recommends that shareholders vote “FOR” approval 
of the compensation of the Bank’s named executive officers on an advisory basis. 
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PROPOSAL 4 

Advisory Vote on the Frequency of Future Advisory Votes on 
 the Compensation of our Named Executive Officers 

The Dodd-Frank Act required the Securities and Exchange Commission to amend its 
rules to require that companies subject to reporting requirements of the Securities Exchange of 
1934 submit an advisory (non-binding) proposal regarding the frequency of future advisory votes 
on the compensation paid to the Bank’s named executive officers at least once every six years.  
This year shareholders have the opportunity to vote on whether future advisory votes on the 
compensation paid to the Bank’s named executive officer should occur every one, two or three 
years. 

Because this vote is advisory, it will not be binding on the Bank or the Board or create or 
imply any additional fiduciary duty by the Board with respective to frequency of future advisory 
votes on executive compensation.  However, the Board will consider the outcome of the vote 
when considering the frequency of future advisory votes on executive compensation. 

If a quorum is present, the choice of frequency that receives the highest number of votes 
will be considered the advisory vote of the shareholders. Abstentions and broker non-votes will not 
count as votes cast “FOR” or “AGAINST” any frequency choice, and will have no direct effect on 
the outcome of this proposal.  A signed, uninstructed proxy will be voted for the alternative 
“every three years.” 
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PROPOSAL 5 
 

Amendment to the Bank’s Bylaws 
 

At the Meeting, shareholders will be asked to approve an amendment to the Bank’s 
Bylaws increasing the maximum number of directors that may serve on the board of directors. 

The Bank’s Bylaws currently provide that the Bank’s board of directors shall be 
comprised of eight to 15 directors.  If the proposed amendment is adopted, both the minimum 
and maximum number of directors would be increased so that the board of directors would be 
comprised of nine to 16 directors.   

The first sentence of Section 2.2 of the Bylaws currently reads: 

“The authorized number of directors shall be not less than eight nor more than 
fifteen, the exact number within such minimum and maximum limits to be 
fixed and determined from time to time by resolution of a majority of the full 
Board or by resolution of a majority of the shareholders at any meeting 
thereof.”   

As amended, the first sentence of Section 2.2 of the Bylaws would read: 

“The authorized number of directors shall be not less than nine nor more than sixteen, the 
exact number within such minimum and maximum limits to be fixed and determined 
from time to time by resolution of a majority of the full Board or by resolution of a 
majority of the shareholders at any meeting thereof”. 

The Bank currently has 15 directors.  If the Board identified an additional qualified 
candidate for director, it would be unable to appoint the candidate as a director without 
eliminating one of the existing directors, waiting for one of the existing directors to resign or not 
nominating one of the existing directors for reelection at the next annual meeting. 

The Board has not identified any person who would be appointed as an additional 
director if the amendment is approved. 

Board of Directors’ Recommendation 

The Board of Directors recommends that shareholders vote “FOR” the amendment to the 
Bank’s Bylaws increasing the maximum number of directors.  

 



33 
 
 
A/75573607.1  

 

PROPOSAL 6 

Ratification of Selection of Independent Public Accountants 

At the 2013 Annual Meeting of Shareholders, the following resolution will be subject to 
ratification by a simple majority vote of the shares represented at the Meeting: 

Resolved, that the selection of Moss Adams LLP as the 
independent certified public accountants of Summit State Bank for 
the fiscal year ending December 31, 2013 is hereby ratified. 

If ratification is not achieved, the selection of an independent certified public accountant 
will be reconsidered and made by the Audit Committee.  Even if the selection is ratified, the 
Audit Committee reserves the right and, in its discretion, may direct the appointment of any 
other independent certified public accounting firm at any time if the Audit Committee decides 
that such a change would be in the best interests of the Bank and its shareholders.  
Representatives of Moss Adams LLP (“Moss Adams”) are expected to attend the annual meeting 
and to have the opportunity to make a statement if they desire to do so. 

Moss Adams served as the Bank’s independent certified public accountants during the 
fiscal year ended December 31, 2012.  The services provided by Moss Adams include the 
examination and reporting of the financial status of the Bank.  Crowe Horwath LLP (“Crowe”) 
served as the Bank’s independent certified public accountants during the fiscal year ended 
December 31, 2011. The services provided by Crowe include the examination and reporting of 
the financial status of the Bank. 

The table following sets forth information regarding the fees paid to Moss Adams during 
the fiscal year ended December 31, 2012 and fees paid to Crowe for services performed during 
the fiscal year ended December 31, 2011. 

  
 
Service 

Fees for  
period ended  

December 31,2012 

Fees for  
period ended  

December 31, 2011 
 Audit(1) $118,500 $116,000 
 Audit Related - - 
 Tax(2) $15,300  $13,750 
 Other - - 

(1) For auditing annual consolidated financial statements and the review of quarterly interim financial statements in reports 
filed pursuant to the Securities Exchange Act of 1934. 

(2)  For tax compliance, tax advice and tax planning services. 

All services of the independent accountants are approved by the Audit Committee.   
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Recommendation of the Board of Directors 

The Board of Directors unanimously recommends that shareholders vote “FOR” the 
ratification of the selection of Moss Adams as the Bank’s auditors for the fiscal year ending 
December 31, 2013.   

Other Business 

If any matters not referred to in this Proxy Statement come before the Meeting, including 
matters incident to the conduct of the Meeting, the proxy holders will vote the shares represented 
by proxies in accordance with their best judgment.  Management is not aware of any other 
business to come before the Meeting and, as of the date of the preparation of this Proxy 
Statement, no shareholder has submitted to management any proposal to be acted upon at the 
Meeting. 

Code of Ethics 

The Bank has adopted a code of ethics governing the conduct of all its employees, 
officers and directors.  The code is available upon written request to Nancy Farber, Corporate 
Secretary, Summit State Bank, 500 Bicentennial Way, Santa Rosa, California 95403. 

Shareholder Communications with the Board of Directors  

Shareholders wishing to communicate with the Board of Directors or with a particular 
director may do so in writing addressed to the Board, or to the particular director, and delivering 
it to our Corporate Secretary at the address of our main office at 500 Bicentennial Way, Santa 
Rosa, California 95403.  The recipient will promptly forward such communications to the 
applicable committee, director or to the Chairman of the Board for consideration 

Other Matters 

The proxy holders for the Meeting may use their discretion in voting on proposals 
presented at the Meeting of which the Bank did not have notice by June 14, 2014. 

Any shareholder proposals intended to be considered by management of the Bank for 
inclusion in the Bank’s Proxy Statement for the 2014 Annual Meeting of Shareholders must be 
received by the Bank no later than March 31, 2014, unless the 2014 Annual Meeting is held 
more than 30 days before or after July 31, 2014, in which case the Bank will publicly announce 
the date of its 2014 Annual Meeting and the deadline for shareholder proposal with a reasonable 
time prior to the date it mails its proxy materials for the 2014 Annual Meeting. 

SUMMIT STATE BANK 
 

 
Nancy Farber 
Secretary
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SUMMIT STATE BANK 

2013 EQUITY INCENTIVE PLAN 

1. Purpose 

This Plan is intended to encourage ownership of Stock by employees, consultants and 
directors of the Company and its Affiliates and to provide additional incentive for them to 
promote the success of the Company’s business through the grant of Awards of or pertaining 
to shares of the Company’s Stock.  The Plan is intended to be an incentive stock option plan 
within the meaning of Section 422 of the Code, but not all Awards are required to be 
Incentive Options. 

2. Definitions 

As used in this Plan, the following terms shall have the following meanings: 

2.1 Accelerate, Accelerated, and Acceleration, means: (a) when used with respect 
to an Option or Stock Appreciation Right, that as of the time of reference the Option or Stock 
Appreciation Right will become exercisable with respect to some or all of the shares of Stock 
for which it was not then otherwise exercisable by its terms; (b) when used with respect to 
Restricted Stock or Restricted Stock Units, that the Risk of Forfeiture otherwise applicable to 
the Stock or Units shall expire with respect to some or all of the shares of Restricted Stock or 
Units then still otherwise subject to the Risk of Forfeiture; and (c) when used with respect to 
Performance Units, that the applicable Performance Goals or other business objectives shall 
be deemed to have been met as to some or all of the Units. 

2.2 Affiliate means any corporation, partnership, limited liability company, 
business trust, or other entity controlling, controlled by or under common control with the 
Company. 

2.3 Award means any grant or sale pursuant to the Plan of Options, Stock 
Appreciation Rights, Performance Units, Restricted Stock, Restricted Stock Units, or Stock 
Grants. 

2.4 Award Agreement means an agreement between the Company and the 
recipient of an Award, or other notice of grant of an Award, setting forth the terms and 
conditions of the Award. 

2.5 Board means the Company’s Board of Directors. 

2.6 Change of Control means the occurrence of any of the following after the date 
of the approval of the Plan by the Board: 

(a) a Transaction (as defined in Section 8.4), unless securities possessing 
more than 50% of the total combined voting power of the survivor’s or acquiror’s 
outstanding securities (or the securities of any parent thereof) are held by a person or persons 
who held securities possessing more than 50% of the total combined voting power of the 
Company’s outstanding securities immediately prior to that transaction, or 
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(b) any person or group of persons (within the meaning of Section 
13(d)(3) of the Securities Exchange Act of 1934, as amended and in effect from time to time) 
directly or indirectly acquires, including but not limited to by means of a merger or 
consolidation, beneficial ownership (determined pursuant to Securities and Exchange 
Commission Rule 13d-3 promulgated under the said Exchange Act) of securities possessing 
more than 20% of the total combined voting power of the Company's outstanding securities 
unless pursuant to a tender or exchange offer made directly to the Company's shareholders 
that the Board recommends such shareholders accept, other than (i) the Company or an 
Affiliate, (ii) an employee benefit plan of the Company or any of its Affiliates, (iii) a trustee 
or other fiduciary holding securities under an employee benefit plan of the Company or any 
of its Affiliates, or (iv) an underwriter temporarily holding securities pursuant to an offering 
of such securities, or 

(c) over a period of thirty-six (36) consecutive months or less, there is a 
change in the composition of the Board such that a majority of the Board members (rounded 
up to the next whole number, if a fraction) ceases, by reason of one or more proxy contests 
for the election of Board members, to be composed of individuals who either (i) have been 
Board members continuously since the beginning of that period, or (ii) have been elected or 
nominated for election as Board members during such period by at least a majority of the 
Board members described in the preceding clause (i) who were still in office at the time that 
election or nomination was approved by the Board; or 

(d) a majority of the Board votes in favor of a decision that a Change of 
Control has occurred. 

Notwithstanding the foregoing, no Transaction or other event described in (a), (b), (c) 
or (d) above shall constitute a “Change of Control” for purposes of any Award which is 
subject to Section 409A of the Code and under which a “Change of Control” is a payment 
event, unless either such Transaction or event is also a change of control event within the 
meaning of Treas. Reg. § 1.409A-3(i)(5), or the Committee determines such a change of 
control event is not required to assure the Award’s continued compliance with Section 409A 
of the Code. 

2.7 Code means the Internal Revenue Code of 1986, as amended from time to 
time, or any successor statute thereto, and any regulations issued from time to time 
thereunder. 

2.8 Committee means the Compensation Committee of the Board, which in 
general is responsible for the administration of the Plan, as provided in Section 5 of this Plan.  
For any period during which no such committee is in existence “Committee” shall mean the 
Board and all authority and responsibility assigned to the Committee under the Plan shall be 
exercised, if at all, by the Board. 

2.9 Company means Summit State Bank, a corporation organized under the laws 
of the California. 

2.10 Effective Date means the earlier of the date the Plan is approved by the Board 
or the date the Plan is approved by the shareholders of the Company. 



 

A/75573607.1 3 

2.11 Grant Date means the date as of which an Option is granted, as determined 
under Section 7.1(a). 

2.12 Incentive Option means an Option which by its terms is to be treated as an 
“incentive stock option” within the meaning of Section 422 of the Code. 

2.13 Market Value means the value of a share of Stock on a particular date 
determined by such methods or procedures as may be established by the Committee.  Unless 
otherwise determined by the Committee, the Market Value of Stock as of any date is the 
closing price for the Stock as reported on the New York Stock Exchange or NASDAQ 
Global Market (or on any other national securities exchange on which the Stock is then 
listed) for that date or, if no closing price is reported for that date, the closing price on the 
next preceding date for which a closing price was reported. 

2.14 Nonstatutory Option means any Option that is not an Incentive Option. 

2.15 Option means an option to purchase shares of Stock. 

2.16 Optionee means an eligible individual to whom an Option shall have been 
granted under the Plan. 

2.17 Participant means any holder of an outstanding Award under the Plan. 

2.18 Performance Criteria means the criteria that the Committee selects for 
purposes of establishing the Performance Goal or Performance Goals for a Participant for a 
Performance Period.  The Performance Criteria used to establish Performance Goals are 
limited to:  (i) earnings per share; (ii) earnings before interest, taxes and depreciation; 
(iii) earnings before interest, taxes, depreciation and amortization (EBITDA); (iv) net 
earnings; (v) total shareholder return; (vi) return on equity; (vii) return on assets; (viii) asset 
quality; (ix) net interest margin; (x) operating income; (xi) net income; (xii) net operating 
income; (xiii) net operating income after tax; (xiv) pre- and after-tax income; (xv) pre-tax 
profit; (xvi) operating cash flow; (xvii) revenue; (xviii) revenue growth; (xix) growth of 
assets; (xx) improvement in or attainment of expense levels; (xxi) market share; (xxii) share 
price performance; (xxiii) efficiency; and (xxiv) debt reduction.  

2.19 Performance Goals means, for a Performance Period, the written goal or goals 
established by the Committee for the Performance Period based upon one or more of the 
Performance Criteria.  The Performance Goals may be expressed in terms of overall 
Company performance or the performance of a division, business unit, subsidiary, or an 
individual, either individually, alternatively or in any combination, applied to either the 
Company as a whole or to a business unit or Affiliate, either individually, alternatively or in 
any combination, and measured either quarterly, annually or cumulatively over a period of 
years, on an absolute basis or relative to a pre-established target, to previous years’ results or 
to a designated comparison group, in each case as specified by the Committee. The 
Committee will objectively define the manner of calculating the Performance Goal or Goals 
it selects to use for such Performance Period for such Participant, including whether or to 
what extent there shall not be taken into account any of the following events that occurs 
during a performance period: (i) litigation, claims, judgments or settlements, (ii) the effect of 
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changes in tax law, accounting principles or other such laws or provisions affecting reported 
results, (iii) accruals for reorganization and restructuring programs and (iv) any 
extraordinary, unusual, non-recurring or non-comparable items (A) as described in 
Accounting Standard Codification Section 225-20, (B) as described in management’s 
discussion and analysis of financial condition and results of operations appearing in the 
Company’s Annual Report to shareholders for the applicable year, or (C) publicly announced 
by the Company in a press release or conference call relating to the Company’s results of 
operations or financial condition for a completed quarterly or annual fiscal period. 

2.20 Performance Period means the one or more periods of time, which may be of 
varying and overlapping durations, selected by the Committee, over which the attainment of 
one or more Performance Goals or other business objectives will be measured for purposes of 
determining a Participant’s right to, and the payment of, a Qualified Performance-Based 
Award or a Performance Unit. 

2.21 Performance Unit means a right granted to a Participant under Section 7.5, to 
receive cash, Stock or other Awards, the payment of which is contingent on achieving 
Performance Goals or other business objectives established by the Committee. 

2.22 Plan means this 2013 Equity Incentive Plan of the Company, as amended 
from time to time, and including any attachments or addenda hereto. 

2.23 Qualified Performance-Based Awards means Awards to persons who are or 
become covered employees within the meaning of Section 162(m) of the Code and which are 
intended to or at grant would qualify as “performance-based compensation” under Section 
162(m) of the Code. 

2.24 Restricted Stock means a grant or sale of shares of Stock to a Participant 
subject to a Risk of Forfeiture. 

2.25 Restricted Stock Units means rights to receive shares of Stock at the close of 
a Restriction Period, subject to a Risk of Forfeiture. 

2.26 Restriction Period means the period of time, established by the Committee in 
connection with an Award of Restricted Stock or Restricted Stock Units, during which the 
shares of Restricted Stock or Restricted Stock Units are subject to a Risk of Forfeiture 
described in the applicable Award Agreement.  The lapse of a Restriction Period shall be 
further subject to the satisfaction of one or more Performance Goals established by the 
Committee in connection with the Award of Restricted Stock or Restricted Stock Units. 

2.27 Risk of Forfeiture means a limitation on the right of the Participant to retain 
Restricted Stock or Restricted Stock Units, including a right of the Company to reacquire 
shares of Restricted Stock at less than its then Market Value, arising because of the 
occurrence or non-occurrence of specified events or conditions. 

2.28 Shareholders’ Agreement means any agreement by and among the holders of 
at least a majority of the outstanding voting securities of the Company and setting forth, 
among other provisions, restrictions upon the transfer of shares of Stock or on the exercise of 
rights appurtenant thereto (including but not limited to voting rights). 



 

A/75573607.1 5 

2.29 Stock means common stock of the Company, and such other securities as may 
be substituted for Stock pursuant to Section 8. 

2.30 Stock Appreciation Right means a right to receive any excess in the Market 
Value of shares of Stock (except as otherwise provided in Section 7.2(c)) over a specified 
exercise price. 

2.31 Stock Grant means the grant of shares of Stock not subject to restrictions or 
other forfeiture conditions. 

2.32 Ten Percent Owner means a person who owns, or is deemed within the 
meaning of Section 422(b)(6) of the Code to own, stock possessing more than 10% of the 
total combined voting power of all classes of stock of the Company (or any parent or 
subsidiary corporations of the Company, as defined in Sections 424(e) and (f), respectively, 
of the Code).  Whether a person is a Ten Percent Owner shall be determined with respect to 
an Option based on the facts existing immediately prior to the Grant Date of the Option. 

3. Term of the Plan 

Unless the Plan shall have been earlier terminated by the Board, Awards may be 
granted under this Plan at any time in the period commencing on the Effective Date and 
ending immediately prior to the tenth anniversary of the Effective Date.  Any Awards granted 
prior to shareholder approval of the Plan are hereby expressly conditioned upon such 
approval. 

4. Stock Subject to the Plan 

At no time shall the number of shares of Stock issued pursuant to or subject to 
outstanding Awards granted under the Plan, nor the number of shares of Stock issued 
pursuant to or subject to outstanding Incentive Options, exceed 150,000 shares of Stock; 
subject, however, to the provisions of Section 8 of the Plan.  For purposes of applying the 
foregoing limitation, settlement of any Award shall not count against the foregoing 
limitations except to the extent settled in the form of Stock and, without limiting the 
generality of the foregoing: 

(a) if any Option or Stock-settled Stock Appreciation Right expires, 
terminates, or is cancelled for any reason without having been exercised in full, or if any 
other Award is forfeited by the recipient or repurchased at less than its Market Value as a 
means of effecting a forfeiture, the shares of Stock not purchased by the Optionee or which 
are forfeited by the recipient or repurchased shall again be available for Awards to be granted 
under the Plan; 

(b) if any Option is exercised by delivering previously owned shares of 
Stock in payment of the exercise price therefor, only the net number of shares, that is, the 
number of shares of Stock issued minus the number received by the Company in payment of 
the exercise price, shall be considered to have been issued pursuant to an Award granted 
under the Plan; and  
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(c) any shares of Stock either tendered or withheld in satisfaction of tax 
withholding obligations of the Company or an Affiliate shall again be available for issuance 
under the Plan. 

 None of the foregoing provisions of this Section 4, including the adjustment 
provisions in Section 8, shall apply in determining the maximum number of shares of Stock 
issued pursuant to or subject to outstanding Incentive Options unless consistent with the 
provisions of Section 422 of the Code however.  Shares of Stock issued pursuant to the Plan 
may be either authorized but unissued shares or shares held by the Company in its treasury. 

5. Administration 

The Plan shall be administered by the Committee; provided, however, that at any time 
and on any one or more occasions the Board may itself exercise any of the powers and 
responsibilities assigned the Committee under the Plan and when so acting shall have the 
benefit of all of the provisions of the Plan pertaining to the Committee’s exercise of its 
authorities hereunder; and provided further, however, that the Committee may delegate to an 
executive officer or officers the authority to grant Awards hereunder to employees who are 
not officers, and to consultants, in accordance with such guidelines as the Committee shall set 
forth at any time or from time to time. Subject to the provisions of the Plan, the Committee 
shall have complete authority, in its discretion, to make or to select the manner of making all 
determinations with respect to each Award to be granted by the Company under the Plan 
including the employee, consultant or director to receive the Award and the form of Award.  
In making such determinations, the Committee may take into account the nature of the 
services rendered by the respective employees, consultants, and directors, their present and 
potential contributions to the success of the Company and its Affiliates, and such other 
factors as the Committee in its discretion shall deem relevant.  Subject to the provisions of 
the Plan, the Committee shall also have complete authority to interpret the Plan, to prescribe, 
amend and rescind rules and regulations relating to it, to determine the terms and provisions 
of the respective Award Agreements (which need not be identical), and to make all other 
determinations necessary or advisable for the administration of the Plan.  The Committee’s 
determinations made in good faith on matters referred to in the Plan shall be final, binding 
and conclusive on all persons having or claiming any interest under the Plan or an Award 
made pursuant hereto. 

6. Authorization of Grants 

6.1 Eligibility.  The Committee may grant from time to time and at any time prior 
to the termination of the Plan one or more Awards, either alone or in combination with any 
other Awards, to any employee of or consultant to one or more of the Company and its 
Affiliates or to any non-employee member of the Board or of any board of directors (or 
similar governing authority) of any Affiliate.  However, only employees of the Company, and 
of any parent or subsidiary corporations of the Company, as defined in Sections 424(e) and 
(f), respectively, of the Code, shall be eligible for the grant of an Incentive Option.   

6.2 General Terms of Awards.  Each grant of an Award shall be subject to all 
applicable terms and conditions of the Plan (including but not limited to any specific terms 
and conditions applicable to that type of Award set out in the following Section), and such 
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other terms and conditions, not inconsistent with the terms of the Plan, as the Committee may 
prescribe.  No prospective Participant shall have any rights with respect to an Award, unless 
and until such Participant shall have complied with the applicable terms and conditions of 
such Award (including if applicable delivering a fully executed copy of any agreement 
evidencing an Award to the Company). 

6.3 Effect of Termination of Employment, Etc. Unless the Committee shall 
provide otherwise with respect to any Award, if the Participant’s employment or other 
association with the Company and its Affiliates ends for any reason, including because of an 
Affiliate ceasing to be an Affiliate, (a) any outstanding Option or Stock Appreciation Right 
of the Participant shall cease to be exercisable in any respect not later than 90 days following 
that event and, for the period it remains exercisable following that event, shall be exercisable 
only to the extent exercisable at the date of that event; and (b) any other outstanding Award 
of the Participant shall be forfeited or otherwise subject to return to or repurchase by the 
Company on the terms specified in the applicable Award Agreement.  Cessation of the 
performance of services in one capacity, for example, as an employee, shall not result in 
termination of an Award while the Participant continues to perform services in another 
capacity, for example, as a director.  Military or sick leave or other bona fide leave shall not 
be deemed a termination of employment or other association, provided that it does not exceed 
the longer of ninety (90) days or the period during which the absent Participant’s 
reemployment rights, if any, are guaranteed by statute or by contract.  To the extent 
consistent with applicable law, the Committee may provide that Awards continue to vest for 
some or all of the period of any such leave, or that their vesting shall be tolled during any 
such leave and only recommence upon the Participant’s return from leave, if ever. 

6.4 Non-Transferability of Awards.  Except as otherwise provided in this Section 
6.4, Awards shall not be transferable, and no Award or interest therein may be sold, 
transferred, pledged, assigned, or otherwise alienated or hypothecated, other than by will or 
by the laws of descent and distribution.  All of a Participant’s rights in any Award may be 
exercised during the life of the Participant only by the Participant or the Participant’s legal 
representative.  However, the Committee may, at or after the grant of an Award of a 
Nonstatutory Option, or shares of Restricted Stock, provide that such Award may be 
transferred by the recipient to a family member; provided, however, that any such transfer is 
without payment of any consideration whatsoever and that no transfer shall be valid unless 
first approved by the Committee, acting in its sole discretion.  For this purpose, “family 
member” means any child, stepchild, grandchild, parent, grandparent, step-parent, spouse, 
former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-
law, brother-in-law, or sister-in-law, including adoptive relationships, any person sharing the 
employee’s household (other than a tenant or employee), a trust in which the foregoing 
persons have more than fifty (50) percent of the beneficial interests, a foundation in which 
the foregoing persons (or the Participant) control the management of assets, and any other 
entity in which these persons (or the Participant) own more than fifty (50) percent of the 
voting interests. 

6.5 Code Limits on Grants of Qualified Performance-Based Awards.  In no event 
shall the number of shares of Stock covered or referenced by either Options or Stock 
Appreciation Rights to any one person in any one calendar year exceed [25,000] shares of 
Stock.  Further, in no event shall any Awards which are granted as Qualified Performance-
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Based Awards to any one person in any one calendar year exceed [25,000] shares of Stock or 
cash equal to the Market Value thereof.  Solely for purposes of applying the limitations of 
this Section 6.5, any shares of Stock subject to Options or Stock Appreciation Rights which 
are canceled (or deemed canceled, as a result of repricing described in applicable regulations 
of the U.S. Department of Treasury promulgated under Section 162(m) of the Code) shall 
nevertheless continued to be counted even after such cancellation (or deemed cancellation). 

7. Specific Terms of Awards 

7.1 Options. 

(a) Date of Grant.  The granting of an Option shall take place at the time 
specified in the Award Agreement.  Only if expressly so provided in the applicable Award 
Agreement shall the Grant Date be the date on which the Award Agreement shall have been 
duly executed and delivered by the Company and the Optionee. 

(b) Exercise Price.  The price at which shares of Stock may be acquired under 
each Incentive Option shall be not less than 100% of the Market Value of Stock on the Grant 
Date, or not less than 110% of the Market Value of Stock on the Grant Date if the Optionee is 
a Ten Percent Owner.  The price at which shares of Stock may be acquired under each 
Nonstatutory Option shall not be so limited solely by reason of this Section. 

(c) Option Period.  No Incentive Option may be exercised on or after the 
tenth anniversary of the Grant Date, or on or after the fifth anniversary of the Grant Date if 
the Optionee is a Ten Percent Owner.  The Option period under each Nonstatutory Option 
shall not be so limited solely by reason of this Section. 

(d) Exercisability.  An Option shall become exercisable in such installments, 
cumulative or non-cumulative, as the Committee may determine.  Each Option shall become 
exercisable subject to the satisfaction of one or more Performance Goals established by the 
Committee in connection with the Award of the Option.  The Committee may Accelerate 
such Option in whole or in part at any time; provided, however, that in the case of an 
Incentive Option, any such Acceleration of the Option would not cause the Option to fail to 
comply with the provisions of Section 422 of the Code or the Optionee consents to the 
Acceleration. 

(e) Method of Exercise.  An Option may be exercised by the Optionee giving 
written notice, in the manner provided in Section 16, specifying the number of shares of 
Stock with respect to which the Option is then being exercised.  The notice shall be 
accompanied by payment in the form of cash or check payable to the order of the Company 
in an amount equal to the exercise price of the shares of Stock to be purchased or, subject in 
each instance to the Committee’s approval, acting in its sole discretion, and to such 
conditions, if any, as the Committee may deem necessary to avoid adverse accounting effects 
to the Company, 

(i) by delivery to the Company of shares of Stock having a 
Market Value equal to the exercise price of the shares to be purchased; or  
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(ii) by surrender of the Option as to all or part of the shares of 
Stock for which the Option is then exercisable in exchange for shares of Stock having 
an aggregate Market Value equal to the difference between (1) the aggregate Market 
Value of the surrendered portion of the Option, and (2) the aggregate exercise price 
under the Option for the surrendered portion of the Option; or  

(iii) unless prohibited by applicable law, by delivery to the 
Company of the Optionee’s executed promissory note in the principal amount equal 
to the exercise price of the shares of Stock to be purchased and otherwise in such 
form as the Committee shall have approved; or 

(iv) by delivery of any other lawful means of consideration which 
the Committee may approve. 

 If the Stock is traded on an established market, payment of any exercise price may 
also be made through and under the terms and conditions of any formal cashless exercise 
program authorized by the Company entailing the sale of the Stock subject to an Option in a 
brokered transaction (other than to the Company).  Receipt by the Company of such notice 
and payment in any authorized or combination of authorized means shall constitute the 
exercise of the Option.  Within thirty (30) days thereafter but subject to the remaining 
provisions of the Plan, the Company shall deliver or cause to be delivered to the Optionee or 
his agent a certificate or certificates for the number of shares then being purchased.  Such 
shares of Stock shall be fully paid and nonassessable.  

(f) Limit on Incentive Option Characterization.  An Incentive Option shall be 
considered to be an Incentive Option only to the extent that the number of shares of Stock for 
which the Option first becomes exercisable in a calendar year do not have an aggregate 
Market Value (as of the date of the grant of the Option) in excess of the “current limit”.  The 
current limit for any Optionee for any calendar year shall be $100,000 minus the aggregate 
Market Value at the date of grant of the number of shares of Stock available for purchase for 
the first time in the same year under each other Incentive Option previously granted to the 
Optionee under the Plan, and under each other incentive stock option previously granted to 
the Optionee under any other incentive stock option plan of the Company and its Affiliates.  
Any shares of Stock which would cause the foregoing limit to be violated shall be deemed to 
have been granted under a separate Nonstatutory Option, otherwise identical in its terms to 
those of the Incentive Option. 

(g) Notification of Disposition.  Each person exercising any Incentive Option 
granted under the Plan shall be deemed to have covenanted with the Company to report to the 
Company any disposition of the shares of Stock issued upon such exercise prior to the 
expiration of the holding periods specified by Section 422(a)(1) of the Code and, if and to the 
extent that the realization of income in such a disposition imposes upon the Company federal, 
state, local or other withholding tax requirements, or any such withholding is required to 
secure for the Company an otherwise available tax deduction, to remit to the Company an 
amount in cash sufficient to satisfy those requirements. 
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7.2 Stock Appreciation Rights. 

(a) Tandem or Stand-Alone.  Stock Appreciation Rights may be granted in 
tandem with an Option (at or, in the case of a Nonstatutory Option, after, the award of the 
Option), or alone and unrelated to an Option.  Stock Appreciation Rights in tandem with an 
Option shall terminate to the extent that the related Option is exercised, and the related 
Option shall terminate to the extent that the tandem Stock Appreciation Rights are exercised. 

(b) Exercise Price.  Stock Appreciation Rights shall have an exercise price of 
not less than one hundred percent (100%) of the Market Value of the Stock on the date of 
award, or in the case of Stock Appreciation Rights in tandem with Options, the exercise price 
of the related Option. 

(c) Other Terms.  Except as the Committee may deem inappropriate or 
inapplicable in the circumstances, Stock Appreciation Rights shall be subject to terms and 
conditions substantially similar to those applicable to a Nonstatutory Option.  In addition, an 
Stock Appreciation Right related to an Option which can only be exercised during limited 
periods following a Change of Control may entitle the Participant to receive an amount based 
upon the highest price paid or offered for Stock in any transaction relating to the Change of 
Control or paid during the thirty (30) day period immediately preceding the occurrence of the 
Change of Control in any transaction reported in the stock market in which the Stock is 
normally traded. 

7.3 Restricted Stock. 

(a) Purchase Price.  Shares of Restricted Stock shall be issued under the Plan 
for such consideration, in cash, other property or services, or any combination thereof, as is 
determined by the Committee. 

(b) Issuance of Certificates.  Each Participant receiving a Restricted Stock 
Award, subject to subsection (c) below, shall be issued a stock certificate in respect of such 
shares of Restricted Stock.  Such certificate shall be registered in the name of such 
Participant, and, if applicable, shall bear an appropriate legend referring to the terms, 
conditions, and restrictions applicable to such Award substantially in the following form: 

The shares evidenced by this certificate are subject to the terms and 
conditions of Summit State Bank 2013 Equity Incentive Plan and an Award 
Agreement entered into by the registered owner and Summit State Bank, 
copies of which will be furnished by the Company to the holder of the shares 
evidenced by this certificate upon written request and without charge. 

(c) Escrow of Shares.  The Committee may require that the stock certificates 
evidencing shares of Restricted Stock be held in custody by a designated escrow agent 
(which may but need not be the Company) until the restrictions thereon shall have lapsed, 
and that the Participant deliver a stock power, endorsed in blank, relating to the Stock 
covered by such Award. 

(d) Restrictions and Restriction Period.  During the Restriction Period 
applicable to shares of Restricted Stock, such shares shall be subject to limitations on 
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transferability and a Risk of Forfeiture arising on the basis of such conditions related to the 
performance of services, Company or Affiliate performance or otherwise as the Committee 
may determine and provide for in the applicable Award Agreement.  Any such Risk of 
Forfeiture may be waived or terminated, or the Restriction Period shortened, at any time by 
the Committee on such basis as it deems appropriate.  

(e) Rights Pending Lapse of Risk of Forfeiture or Forfeiture of Award.  
Except as otherwise provided in the Plan or the applicable Award Agreement, at all times 
prior to lapse of any Risk of Forfeiture applicable to, or forfeiture of, an Award of Restricted 
Stock, the Participant shall have all of the rights of a shareholder of the Company, including 
the right to vote, and the right to receive any dividends with respect to, the shares of 
Restricted Stock (but any dividends or other distributions payable in shares of Stock or other 
securities of the Company shall constitute additional Restricted Stock, subject to the same 
Risk of Forfeiture as the shares of Restricted Stock in respect of which such shares of Stock 
or other securities are paid).  The Committee, as determined at the time of Award, may 
permit or require the payment of cash dividends to be deferred and, if the Committee so 
determines, reinvested in additional Restricted Stock to the extent shares of Stock are 
available under Section 4. 

(f) Lapse of Restrictions.  If and when the Restriction Period expires without 
a prior forfeiture of the Restricted Stock, the certificates for such shares shall be delivered to 
the Participant promptly if not theretofore so delivered. 

7.4 Restricted Stock Units. 

(a) Character.  Each Restricted Stock Unit shall entitle the recipient to one or 
more shares of Stock at the close of such Restriction Period as the Committee may establish 
and subject to a Risk of Forfeiture arising on the basis of such conditions relating to the 
performance of services, Company or Affiliate performance or otherwise as the Committee 
may determine and provide for in the applicable Award Agreement.  Any such Risk of 
Forfeiture may be waived or terminated, or the Restriction Period shortened, at any time by 
the Committee on such basis as it deems appropriate. 

(b) Form and Timing of Payment.  Payment of earned Restricted Stock Units 
shall be made in a single lump sum following the close of the applicable Restriction Period.  
At the discretion of the Committee, Participants may be entitled to receive payments 
equivalent to any dividends declared with respect to Stock referenced in grants of Restricted 
Stock Units but only following the close of the applicable Restriction Period and then only if 
the underlying Stock shall have been earned.  Unless the Committee shall provide otherwise, 
any such dividend equivalents shall be paid, if at all, without interest or other earnings. 

7.5 Performance Units. 

(a) Character. Each Performance Unit shall entitle the recipient to the value 
of a specified number of shares of Stock, over the initial value for such number of shares, if 
any, established by the Committee at the time of grant, at the close of a specified 
Performance Period to the extent specified business objectives, including but not limited to 
Performance Goals, shall have been achieved. 
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(b) Earning of Performance Units. The Committee shall set Performance 
Goals or other business objectives in its discretion which, depending on the extent to which 
they are met within the applicable Performance Period, will determine the number and value 
of Performance Units that will be paid out to the Participant.  After the applicable 
Performance Period has ended, the holder of Performance Units shall be entitled to receive 
payout on the number and value of Performance Units earned by the Participant over the 
Performance Period, to be determined as a function of the extent to which the corresponding 
Performance Goals or other business objectives have been achieved. 

(c) Form and Timing of Payment.  Payment of earned Performance Units 
shall be made in a single lump sum following the close of the applicable Performance Period.  
At the discretion of the Committee, Participants may be entitled to receive any dividends 
declared with respect to Stock which have been earned in connection with grants of 
Performance Units which have been earned, but not yet distributed to Participants.  The 
Committee may permit or, if it so provides at grant require, a Participant to defer such 
Participant’s receipt of the payment of cash or the delivery of Stock that would otherwise be 
due to such Participant by virtue of the satisfaction of any requirements or goals with respect 
to Performance Units.  If any such deferral election is required or permitted, the Committee 
shall establish rules and procedures for such payment deferrals. 

7.6 Stock Grants. Stock Grants may only be awarded in satisfaction of one or 
more Performance Goals established by the Committee from time to time.  Stock Grants shall 
be made without forfeiture conditions of any kind.  

7.7 Qualified Performance-Based Awards. 

(a) Purpose.  The purpose of this Section 7.7 is to provide the Committee the 
ability to qualify Awards as “performance-based compensation” under Section 162(m) of the 
Code.  If the Committee, in its discretion, decides to grant an Award as a Qualified 
Performance-Based Award, the provisions of this Section 7.7 will control over any contrary 
provision contained in the Plan.  In the course of granting any Award, the Committee may 
specifically designate the Award as intended to qualify as a Qualified Performance-Based 
Award.  However, no Award shall be considered to have failed to qualify as a Qualified 
Performance-Based Award solely because the Award is not expressly designated as a 
Qualified Performance-Based Award, if the Award otherwise satisfies the provisions of this 
Section 7.7 and the requirements of Section 162(m) of the Code applicable to “performance-
based compensation.” 

(b) Authority.  All grants of Awards intended to qualify as Qualified 
Performance-Based Awards and determination of terms applicable thereto shall be made by 
the Committee.  If not all of the members thereof qualify as “outside directors” within the 
meaning of Section 162 of the Code, however, all grants of Awards intended to qualify as 
Qualified Performance-Based Awards and the determination of the terms applicable thereto 
shall be made by a subcommittee of the Committee consisting of such of the members of the 
Committee as do so qualify.  Any reference in this Section 7.7 to the Committee shall mean 
any such subcommittee if required under the preceding sentence, and any action by such a 
subcommittee shall be considered the action of the Committee for purposes of the Plan. 
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(c) Discretion of Committee with Respect to Qualified Performance-Based 
Awards.  Any form of Award permitted under the Plan, other than a Stock Grant, may be 
granted as a Qualified Performance-Based Award.  Options or Stock Appreciation Rights 
may be granted as Qualified Performance-Based Awards in accordance with Section 7.1 or 
Section 7.2, as appropriate, except that the exercise price of any Option or Stock 
Appreciation Right intended to qualify as a Qualified Performance-Based Award shall in no 
event be less that the Market Value of the Stock on the date of grant, and may become 
exercisable based on continued service, on satisfaction of Performance Goals, or on a 
combination thereof.  Each other Award intended to qualify as a Qualified Performance-
Based Award, such as Restricted Stock, Restricted Stock Units, or Performance Units, shall 
be subject to satisfaction of one or more Performance Goals except as otherwise provided in 
this Section 7.7.  The Committee will have full discretion to select the length of any 
applicable Restriction Period or Performance Period, the kind and/or level of the applicable 
Performance Goal, and whether the Performance Goal is to apply to the Company, a 
subsidiary of the Company or any division or business unit or to the individual.  Any 
Performance Goal or Goals applicable to Qualified Performance-Based Awards shall be 
objective, shall be established not later than ninety (90) days after the beginning of any 
applicable Performance Period (or at such other date as may be required or permitted for 
“performance-based compensation” under Section 162(m) of the Code) and shall otherwise 
meet the requirements of Section 162(m) of the Code, including the requirement that the 
outcome of the Performance Goal or Goals be substantially uncertain (as defined in the 
regulations under Section 162(m) of the Code) at the time established. 

(d) Payment of Qualified Performance-Based Awards.  A Participant will be 
eligible to receive payment under a Qualified Performance-Based Award which is subject to 
achievement of a Performance Goal or Goals only if the applicable Performance Goal or 
Goals are achieved within the applicable Performance Period, as determined by the 
Committee; provided, however, that a Qualified Performance-Based Award may be deemed 
earned as a result of death, becoming disabled, or in connection with a Change of Control if 
otherwise provided in the Plan or the applicable Award Agreement even if the Award would 
not constitute “performance-based compensation” under Section 162(m) of the Code 
following the occurrence of such an event.  In determining the actual size of an individual 
Qualified Performance-Based Award, the Committee may reduce or eliminate the amount of 
the Qualified Performance-Based Award earned for the Performance Period, if in its sole and 
absolute discretion, it deems such reduction or elimination is appropriate. 

(e) Limitation on Adjustments for Certain Events.  No adjustment of any 
Qualified Performance-Based Award pursuant to Section 8 shall be made except on such 
basis, if any, as will not cause such Award to provide other than “performance-based 
compensation” within the meaning of Section 162(m) of the Code. 

7.8 Awards to Participants Outside the United States.  The Committee may 
modify the terms of any Award under the Plan granted to a Participant who is, at the time of 
grant or during the term of the Award, resident or primarily employed outside of the United 
States in any manner deemed by the Committee to be necessary or appropriate in order that 
the Award shall conform to laws, regulations, and customs of the country in which the 
Participant is then resident or primarily employed, or so that the value and other benefits of 
the Award to the Participant, as affected by foreign tax laws and other restrictions applicable 
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as a result of the Participant’s residence or employment abroad, shall be comparable to the 
value of such an Award to a Participant who is resident or primarily employed in the United 
States.  The Committee may establish supplements to, or amendments, restatements, or 
alternative versions of the Plan for the purpose of granting and administrating any such 
modified Award.  No such modification, supplement, amendment, restatement or alternative 
version may increase the share limit of Section 4. 

8. Adjustment Provisions 

8.1 Adjustment for Corporate Actions. All of the share numbers set forth in the 
Plan reflect the capital structure of the Company as of the Effective Date.  If subsequent to 
that date the outstanding shares of Stock (or any other securities covered by the Plan by 
reason of the prior application of this Section) are increased, decreased, or exchanged for a 
different number or kind of shares or other securities, or if additional shares or new or 
different shares or other securities are distributed with respect to shares of Stock, as a result 
of a reorganization, recapitalization, reclassification, stock dividend, stock split, reverse stock 
split, or other similar distribution with respect to such shares of Stock, an appropriate and 
proportionate adjustment will be made in (i) the maximum numbers and kinds of shares 
provided in Section 4, (ii) the numbers and kinds of shares or other securities subject to the 
then outstanding Awards, (iii) the exercise price for each share or other unit of any other 
securities subject to then outstanding Options and Stock Appreciation Rights (without change 
in the aggregate exercise price as to which such Options or Rights remain exercisable), and 
(iv) the repurchase price of each share of Restricted Stock then subject to a Risk of Forfeiture 
in the form of a Company repurchase right. 

8.2 Adjustment of Awards Upon the Occurrence of Certain Unusual or 
Nonrecurring Events. In the event of any corporate action not specifically covered by the 
preceding Section, including but not limited to an extraordinary cash distribution on Stock, a 
corporate separation or other reorganization or liquidation, the Committee may make such 
adjustment of outstanding Awards and their terms, if any, as it, in its sole discretion, may 
deem equitable and appropriate in the circumstances.  The Committee may also make 
adjustments in the terms and conditions of, and the criteria included in, Awards in 
recognition of unusual or nonrecurring events (including, without limitation, the events 
described in this Section) affecting the Company or the financial statements of the Company 
or of changes in applicable laws, regulations, or accounting principles, whenever the 
Committee determines that such adjustments are appropriate in order to prevent dilution or 
enlargement of the benefits or potential benefits intended to be made available under the 
Plan. 

8.3 Related Matters.  Any adjustment in Awards made pursuant to Section 8.1 or 
8.2  shall be determined and made, if at all, by the Committee, acting in its sole discretion, 
and shall include any correlative modification of terms, including of Option or Stock 
Appreciation Right exercise prices, rates of vesting or exercisability, Risks of Forfeiture, 
applicable repurchase prices for Restricted Stock, and Performance Goals and other business 
objectives which the Committee may deem necessary or appropriate so as to ensure the rights 
of the Participants in their respective Awards are not substantially diminished nor enlarged as 
a result of the adjustment and corporate action other than as expressly contemplated in this 
Section 8.  The Committee, in its discretion, may determine that no fraction of a share of 
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Stock shall be purchasable or deliverable upon exercise, and in that event if any adjustment 
hereunder of the number of shares of Stock covered by an Award would cause such number 
to include a fraction of a share of Stock, such number of shares of Stock shall be adjusted to 
the nearest smaller whole number of shares.   

8.4 Transactions. 

(a) Definition of Transaction.  In this Section 8.4, “Transaction” means 
(1) any merger or consolidation of the Company with or into another entity as a result of 
which the Stock of the Company is converted into or exchanged for the right to receive cash, 
securities or other property or is cancelled; (2) any sale or exchange of all of the Stock of the 
Company for cash, securities or other property; (3) any sale, transfer, or other disposition of 
all or substantially all of the Company’s assets to one or more other persons in a single 
transaction or series of related transactions; or (4) any liquidation or dissolution of the 
Company.  

(b) Treatment of Options and Stock Appreciation Rights. In a Transaction, 
the Committee may take any one or more of the following actions as to all or any (or any 
portion of) outstanding Options and Stock Appreciation Rights (“Stock Rights”). 

(1) Provide that such Stock Rights shall be assumed, or 
substantially equivalent rights shall be provided in substitution therefore, by the 
acquiring or succeeding entity (or an affiliate thereof). 

(2) Upon written notice to the holders, provide that the holders’ 
unexercised Stock Rights will terminate immediately prior to the consummation of 
such Transaction unless, in the case of Stock Rights then exercisable, such Stock 
Rights are exercised within a specified period following the date of such notice. 

(3) Provide that outstanding Stock Rights shall become 
exercisable in whole or in part prior to or upon the Transaction. 

(4) Provide for cash payments, net of applicable tax withholdings, 
to be made to holders equal to the excess, if any, of (A) the acquisition price times the 
number of shares of Stock subject to an Option (to the extent the exercise price does 
not exceed the acquisition price) over (B) the aggregate exercise price for all such 
shares of Stock subject to the Option, in exchange for the termination of such Option; 
provided, that if the acquisition price does not exceed the exercise price of any such 
Option, the Committee may cancel that Option without the payment of any 
consideration therefore prior to or upon the Transaction.  For this purpose, 
“acquisition price” means the amount of cash, and market value of any other 
consideration, received in payment for a share of Stock surrendered in a Transaction.  

(5) Provide that, in connection with a liquidation or dissolution of 
the Company, Stock Rights shall convert into the right to receive liquidation proceeds 
net of the exercise price thereof and any applicable tax withholdings. 

(6) Any combination of the foregoing. 
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 For purposes of paragraph (1) above, a Stock Right shall be considered assumed, or a 
substantially equivalent right shall be considered to have been provided in substitution 
therefor, if following consummation of the Transaction the Stock Right confers the right to 
purchase or receive the value (after payment of the applicable exercise price) of the 
consideration received as a result of the Transaction by holders of Stock for each share of 
Stock held immediately prior to the consummation of the Transaction, for each share of 
Stock subject to the Stock Right immediately prior to the consummation of the Transaction, 
provided, however, that if holders were offered a choice of consideration, the relevant 
consideration shall be the type of consideration chosen by the holders of a majority of the 
outstanding shares of Stock; and provided, further, however, that if the consideration 
received as a result of the Transaction is not solely common stock (or its equivalent) of the 
acquiring or succeeding entity (or an affiliate thereof), the Committee may provide for the 
consideration to be received upon the exercise of a Stock Right to consist of or be based on 
solely common stock (or its equivalent) of the acquiring or succeeding entity (or an affiliate 
thereof) equivalent in value to the per share consideration received by holders of outstanding 
shares of Stock as a result of the Transaction.  In all cases, including in determining any 
acquisition price under paragraph (4) above, the consideration received in any Transaction 
need not take into account any contingent consideration except on such basis as the 
Committee may determine. 

(c) Treatment of Other Awards. As to outstanding Awards other than 
Options or Stock Appreciation Rights, upon the occurrence of a Transaction other than a 
liquidation or dissolution of the Company which is not part of another form of Transaction, 
the repurchase and other rights of the Company under each such Award shall inure to the 
benefit of the Company’s successor and shall, unless the Committee determines otherwise, 
apply to the cash, securities or other property which the Stock was converted into or 
exchanged for pursuant to such Transaction in the same manner and to the same extent as 
they applied to the Award. Upon the occurrence of a Transaction involving a liquidation or 
dissolution of the Company which is not part of another form of Transaction, except to the 
extent specifically provided to the contrary in the instrument evidencing any Award or any 
other agreement between a Participant and the Company, all Risks of Forfeiture and 
Performance Goals or other business objectives, where otherwise applicable to any such 
Awards, shall automatically be deemed terminated or satisfied, as applicable.  

(d) Related Matters. In taking any of the actions permitted under this 
Section 8.4, the Committee shall not be obligated to treat all Awards, all Awards held by a 
Participant, or all Awards of the same type, identically.  Any determinations required to carry 
out the foregoing provisions of this Section 8.4, including but not limited to the market value 
of other consideration received by holders of Stock in a Transaction and whether 
substantially equivalent Stock Rights have been substituted, shall be made by the Committee 
acting in its sole discretion.  In connection with any action or actions taken by the Committee 
in respect of Awards and in connection with a Transaction, the Committee may require such 
acknowledgements of satisfaction and releases from Participants as it may determine. 

(e) Effect of a Transaction which is a Change of Control.  By definition, 
a Transaction may or may not constitute a Change of Control.  That a Transaction is also a 
Change of Control shall not by itself limit the Committee’s discretion under this Section 8, 
but any Acceleration or other vesting of outstanding Awards required under Section 9 shall 
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apply prior to determining the action or actions available to the Committee in the Transaction 
under this Section 8 in respect of each outstanding Award. 

9. Change of Control 

Except as otherwise provided below, upon the occurrence of a Change of Control:  

(a) any and all Options and Stock Appreciation Rights not already 
exercisable in full shall Accelerate with respect to 100% of the shares for which such Options 
or Stock Appreciation Rights are not then exercisable; 

(b) any Risk of Forfeiture applicable to Restricted Stock and Restricted 
Stock Units which is not based on achievement of Performance Goals or other business 
objectives shall lapse with respect to 100% of the Restricted Stock and Restricted Stock Units 
still subject to such Risk of Forfeiture immediately prior to the Change of Control; and 

(c) all outstanding Awards of Restricted Stock and Restricted Stock Units 
conditioned on the achievement of Performance Goals or other business objectives and the 
target payout opportunities attainable under outstanding Performance Units shall be deemed 
to have been satisfied as of the effective date of the Change of Control as to a pro rata 
number of shares based on the assumed achievement of all relevant Performance Goals or 
other business objectives and the length of time within the Restriction Period or Performance 
Period which has elapsed prior to the Change of Control.  All such Awards of Performance 
Units and Restricted Stock Units shall be paid to the extent earned to Participants in 
accordance with their terms within thirty (30) days following the effective date of the Change 
of Control. 

 None of the foregoing shall apply, however, (i) in the case of any Award 
pursuant to an Award Agreement requiring other or additional terms upon a Change of 
Control (or similar event), or (ii) if specifically prohibited under applicable laws, or by the 
rules and regulations of any governing governmental agencies or national securities 
exchanges.  Nor shall the foregoing apply in the case of a Qualified Performance-Based 
Award except to the extent the foregoing would not interfere with the qualification of the 
Award under 162(m) of the Code at any time prior to a Change of Control (so that, for 
example, if a Change of Control occurs but does not constitute a change of control within the 
meaning of Section 162(m) of the Code, there shall be no Acceleration of any Qualified 
Performance-Based Award pursuant to this Section 9, but if the Change of Control does 
constitute a change of control within the meaning of Section 162(m) of the Code, then the 
Award shall Accelerate to the extent provided above regardless of whether it thereafter 
ceases to qualify as a Qualified Performance-Based Award). 

10. Settlement of Awards 

10.1 In General.  Options and Restricted Stock shall be settled in accordance with 
their terms.  All other Awards may be settled in cash, Stock, or other Awards, or a 
combination thereof, as determined by the Committee at or after grant and subject to any 
contrary Award Agreement.  The Committee may not require settlement of any Award in 
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Stock pursuant to the immediately preceding sentence to the extent issuance of such Stock 
would be prohibited or unreasonably delayed by reason of any other provision of the Plan. 

10.2 Violation of Law.  Notwithstanding any other provision of the Plan or the 
relevant Award Agreement, if, at any time, in the reasonable opinion of the Company, the 
issuance of shares of Stock covered by an Award may constitute a violation of law, then the 
Company may delay such issuance and the delivery of a certificate for such shares until (i) 
approval shall have been obtained from such governmental agencies, other than the Securities 
and Exchange Commission, as may be required under any applicable law, rule, or regulation 
and (ii) in the case where such issuance would constitute a violation of a law administered by 
or a regulation of the Securities and Exchange Commission, one of the following conditions 
shall have been satisfied: 

(a) the shares of Stock are at the time of the issue of such shares 
effectively registered under the Securities Act of 1933, as amended; or 

(b) the Company shall have determined, on such basis as it deems 
appropriate (including an opinion of counsel in form and substance satisfactory to the 
Company) that the sale, transfer, assignment, pledge, encumbrance or other disposition of 
such shares does not require registration under the Securities Act of 1933, as amended or any 
applicable State securities laws. 

The Company shall make all reasonable efforts to bring about the occurrence of said events. 

10.3 Corporate Restrictions on Rights in Stock. Any Stock to be issued pursuant to 
Awards granted under the Plan shall be subject to all restrictions upon the transfer thereof 
which may be now or hereafter imposed by the articles of incorporation and by-laws, of the 
Company.  Whenever Stock is to be issued pursuant to an Award, if the Committee so directs 
at or after grant, the Company shall be under no obligation to issue such shares until such 
time, if ever, as the recipient of the Award (and any person who exercises any Option, in 
whole or in part), shall have become a party to and bound by the Shareholders’ Agreement, if 
any.  In the event of any conflict between the provisions of this Plan and the provisions of the 
Shareholders’ Agreement, the provisions of the Shareholders’ Agreement shall control except 
as required to fulfill the intention that any Incentive Option qualify as such, but insofar as 
possible the provisions of the Plan and such Agreement shall be construed so as to give full 
force and effect to all such provisions. 

10.4 Investment Representations.  The Company shall be under no obligation to 
issue any shares of Stock covered by any Award unless the shares to be issued pursuant to 
Awards granted under the Plan have been effectively registered under the Securities Act of 
1933, as amended, or the Participant shall have made such written representations to the 
Company (upon which the Company believes it may reasonably rely) as the Company may 
deem necessary or appropriate for purposes of confirming that the issuance of such shares 
will be exempt from the registration requirements of that Act and any applicable state 
securities laws and otherwise in compliance with all applicable laws, rules and regulations, 
including but not limited to that the Participant is acquiring the shares for his or her own 
account for the purpose of investment and not with a view to, or for sale in connection with, 
the distribution of any such shares. 
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10.5 Registration.  If the Company shall deem it necessary or desirable to register 
under the Securities Act of 1933, as amended, or other applicable statutes any shares of Stock 
issued or to be issued pursuant to Awards granted under the Plan, or to qualify any such 
shares of Stock for exemption from the Securities Act of 1933, as amended or other 
applicable statutes, then the Company shall take such action at its own expense.  The 
Company may require from each recipient of an Award, or each holder of shares of Stock 
acquired pursuant to the Plan, such information in writing for use in any registration 
statement, prospectus, preliminary prospectus or offering circular as is reasonably necessary 
for that purpose and may require reasonable indemnity to the Company and its officers and 
directors from that holder against all losses, claims, damage and liabilities arising from use of 
the information so furnished and caused by any untrue statement of any material fact therein 
or caused by the omission to state a material fact required to be stated therein or necessary to 
make the statements therein not misleading in the light of the circumstances under which they 
were made.  In addition, the Company may require of any such person that he or she agree 
that, without the prior written consent of the Company or the managing underwriter in any 
public offering of shares of Stock, he or she will not sell, make any short sale of, loan, grant 
any option for the purchase of, pledge or otherwise encumber, or otherwise dispose of, any 
shares of Stock during the 180 day period commencing on the effective date of the 
registration statement relating to the underwritten public offering of securities. Without 
limiting the generality of the foregoing provisions of this Section 10.5, if in connection with 
any underwritten public offering of securities of the Company the managing underwriter of 
such offering requires that the Company's directors and officers enter into a lock-up 
agreement containing provisions that are more restrictive than the provisions set forth in the 
preceding sentence, then (a) each holder of shares of Stock acquired pursuant to the Plan 
(regardless of whether such person has complied or complies with the provisions of clause 
(b) below) shall be bound by, and shall be deemed to have agreed to, the same lock-up terms 
as those to which the Company's directors and officers are required to adhere; and (b) at the 
request of the Company or such managing underwriter, each such person shall execute and 
deliver a lock-up agreement in form and substance equivalent to that which is required to be 
executed by the Company's directors and officers. 

10.6 Placement of Legends; Stop Orders; etc.  Each share of Stock to be issued 
pursuant to Awards granted under the Plan may bear a reference to the investment 
representations made in accordance with Section 10.4 in addition to any other applicable 
restrictions under the Plan, the terms of the Award and if applicable under the Shareholders’ 
Agreement and to the fact that no registration statement has been filed with the Securities and 
Exchange Commission in respect to such shares of Stock.  All certificates for shares of Stock 
or other securities delivered under the Plan shall be subject to such stop transfer orders and 
other restrictions as the Committee may deem advisable under the rules, regulations, and 
other requirements of any stock exchange upon which the Stock is then listed, and any 
applicable federal or state securities law, and the Committee may cause a legend or legends 
to be put on any such certificates to make appropriate reference to such restrictions. 

10.7 Tax Withholding. Whenever shares of Stock are issued or to be issued 
pursuant to Awards granted under the Plan, the Company shall have the right to require the 
recipient to remit to the Company an amount sufficient to satisfy federal, state, local or other 
withholding tax requirements if, when, and to the extent required by law (whether so required 
to secure for the Company an otherwise available tax deduction or otherwise) prior to the 
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delivery of any certificate or certificates for such shares.  The obligations of the Company 
under the Plan shall be conditional on satisfaction of all such withholding obligations and the 
Company shall, to the extent permitted by law, have the right to deduct any such taxes from 
any payment of any kind otherwise due to the recipient of an Award.  However, in such cases 
Participants may elect, subject to the approval of the Committee, acting in its sole discretion, 
to satisfy an applicable withholding requirement, in whole or in part, by having the Company 
withhold shares of Stock to satisfy their tax obligations.  Participants may only elect to have 
shares of Stock withheld having a Market Value on the date the tax is to be determined equal 
to the minimum statutory total tax which could be imposed on the transaction.  All elections 
shall be irrevocable, made in writing, signed by the Participant, and shall be subject to any 
restrictions or limitations that the Committee deems appropriate. 

10.8 Company Articles and By-Laws; Other Company Policies. This Plan and all 
Awards granted hereunder are subject to the articles of incorporation and by-laws of the 
Company, as they may be amended from time to time, and all other Company policies duly 
adopted by the Board, the Committee or any other committee of the Board as in effect from 
time to time regarding the acquisition, ownership or sale of Stock by employees and other 
service providers, including, without limitation, policies intended to limit the potential for 
insider trading and to avoid or recover compensation payable or paid on the basis of 
inaccurate financial results or statements, employee conduct, and other similar events. 

11. Reservation of Stock 

The Company shall at all times during the term of the Plan and any outstanding 
Awards granted hereunder reserve or otherwise keep available such number of shares of 
Stock as will be sufficient to satisfy the requirements of the Plan (if then in effect) and the 
Awards and shall pay all fees and expenses necessarily incurred by the Company in 
connection therewith. 

12. Limitation of Rights in Stock; No Special Service Rights 

A Participant shall not be deemed for any purpose to be a shareholder of the 
Company with respect to any of the shares of Stock subject to an Award, unless and until a 
certificate shall have been issued therefor and delivered to the Participant or his agent.  Any 
Stock to be issued pursuant to Awards granted under the Plan shall be subject to all 
restrictions upon the transfer thereof which may be now or hereafter imposed by the charter 
and the by-laws of the Company.  Nothing contained in the Plan or in any Award Agreement 
shall confer upon any recipient of an Award any right with respect to the continuation of his 
or her employment or other association with the Company (or any Affiliate), or interfere in 
any way with the right of the Company (or any Affiliate), subject to the terms of any separate 
employment or consulting agreement or provision of law or corporate charter or by-laws to 
the contrary, at any time to terminate such employment or consulting agreement or to 
increase or decrease, or otherwise adjust, the other terms and conditions of the recipient’s 
employment or other association with the Company and its Affiliates. 
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13. Unfunded Status of Plan 

The Plan is intended to constitute an “unfunded” plan for incentive compensation, 
and the Plan is not intended to constitute a plan subject to the provisions of the Employee 
Retirement Income Security Act of 1974, as amended.  With respect to any payments not yet 
made to a Participant by the Company, nothing contained herein shall give any such 
Participant any rights that are greater than those of a general creditor of the Company.  In its 
sole discretion, the Committee may authorize the creation of trusts or other arrangements to 
meet the obligations created under the Plan to deliver Stock or payments with respect to 
Options, Stock Appreciation Rights and other Awards hereunder; provided, however, that the 
existence of such trusts or other arrangements is consistent with the unfunded status of the 
Plan. 

14. Nonexclusivity of the Plan 

Neither the adoption of the Plan by the Board nor any action taken in connection with 
the adoption or operation of the Plan shall be construed as creating any limitations on the 
power of the Board to adopt such other incentive arrangements as it may deem desirable, 
including without limitation, the granting of stock options and restricted stock other than 
under the Plan, and such arrangements may be either applicable generally or only in specific 
cases. 

15. No Guarantee of Tax Consequences 

Neither the Company nor any Affiliate, nor any director, officer, agent, representative 
or employee of either, guarantees to any Participant or any other person any particular tax 
consequences as a result of the grant of, exercise of rights under, or payment in respect of an 
Award, including but not limited to the qualification as an “incentive stock option” within the 
meaning of Section 422 of the Code of an Option granted as an Incentive Option.  Without 
limiting the generality of the foregoing, it is intended that all Awards shall be granted and 
maintained on a basis which ensures they are exempt from, or otherwise compliant with, the 
requirements of Section 409A of the Code, and the Plan shall be governed, interpreted and 
enforced consistent with such intent.  Neither the Committee nor the Company, nor any of its 
Affiliates or its or their officers, employees, agents, or representatives, shall have any liability 
or responsibility for any adverse federal, state or local tax consequences and penalty taxes 
which may result the grant or settlement of any Award on a basis contrary to the provisions 
of Section 409A of the Code or comparable provisions of any applicable state or local 
income tax laws.   

16. Termination and Amendment of the Plan 

16.1 Termination or Amendment of the Plan.  Subject to the limitations contained 
in Section 16.3 below, including specifically the requirement of shareholder approval, if 
applicable, the Board may at any time terminate the Plan or make such modifications of the 
Plan as it shall deem advisable.  Unless the Board otherwise expressly provides, no 
amendment of the Plan shall affect the terms of any Award outstanding on the date of such 
amendment. 
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16.2 Termination or Amendment of Outstanding Awards; Assumptions.  Subject 
to the limitations contained in Section 16.3 below, including specifically the requirement of 
shareholder approval, if applicable, the Committee may at any time: 

(a) amend the terms of any Award theretofore granted, prospectively or 
retroactively, provided that the Award as amended is consistent with the terms of the Plan; 

(b) accept the cancellation of outstanding Awards or of outstanding stock 
options or other equity-based compensation awards granted by another issuer in return for the 
grant of new Awards for the same or a different number of shares of Stock and on the same 
or different terms and conditions (including but not limited to the exercise price of any 
Option); and 

(c) offer to buy out for a payment in cash or cash equivalents, or in 
exchange for another Award, any Award previously granted, or authorize the recipient of an 
Award to elect to cash out an Award previously granted, in either case at such time and based 
upon such terms and conditions as the Committee shall establish. 

16.3 Limitations on Amendments, Etc.  

(a) Without the approval of the Company’s shareholders, no amendment 
or modification of the Plan by the Board may (i) increase the number of shares of Stock 
which may be issued under the Plan; (ii) change the description of the persons eligible for 
Awards; or (iii) effect any other change for which shareholder approval is required by law or 
the rules of any relevant stock exchange. 

(b) No amendment or modification of the Plan by the Board, or of an 
outstanding Award by the Committee, shall impair the rights of the recipient of any Award 
outstanding on the date of such amendment or modification or such Award, as the case may 
be, without the Participant’s consent; provided, however, that no such consent shall be 
required if (i) the Board or Committee, as the case may be, determines in its sole discretion 
and prior to the date of any Change of Control that such amendment or alteration either is 
required or advisable in order for the Company, the Plan or the Award to satisfy any law or 
regulation, including without limitation the provisions of Section 409A of the Code, or to 
meet the requirements of or avoid adverse financial accounting consequences under any 
accounting standard; or (ii) the Board or Committee, as the case may be, determines in its 
sole discretion and prior to the date of any Change of Control that such amendment or 
alteration is not reasonably likely to significantly diminish the benefits provided under the 
Award, or that any such diminution has been adequately compensated.   

(c) No Option may be amended or modified to effect the repricing of 
such Option without the approval of the shareholders of the Company. 

17. Notices and Other Communications 

Any notice, demand, request or other communication hereunder to any party shall be 
deemed to be sufficient if contained in a written instrument delivered in person or duly sent 
by first class registered, certified or overnight mail, postage prepaid, or telecopied with a 
confirmation copy by regular, certified or overnight mail, addressed or telecopied, as the case 
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may be, (i) if to the recipient of an Award, at his or her residence address last filed with the 
Company; and (ii) if to the Company, at its principal place of business, addressed to the 
attention of its Treasurer, or to such other address or telecopier number, as the case may be, 
as the addressee may have designated by notice to the addressor.  All such notices, requests, 
demands and other communications shall be deemed to have been received: (i) in the case of 
personal delivery, on the date of such delivery; (ii) in the case of mailing, when received by 
the addressee; and (iii) in the case of facsimile transmission, when confirmed by facsimile 
machine report. 

18. Administrative Provisions 

Nothing contained in the Plan shall require the issuance or delivery of certificates for 
any period during which the Company has elected to maintain or caused to be maintained the 
evidence of ownership of its shares of Stock, either generally or in the case of Stock acquired 
pursuant to Awards, by book entry, and all references herein to such actions or to certificates 
shall be interpreted accordingly in light of the systems maintained for that purpose.  
Furthermore, any reference herein to actions to be taken or notices (including of grants of 
Awards) to be provided in writing or pursuant to specific procedures may be satisfied by 
means of and pursuant to any electronic or automated voice response systems the Company 
may elect to establish for such purposes, either by itself or through the services of a third 
party, for the period such systems are in effect. 

19. Governing Law 

The Plan and all Award Agreements and actions taken thereunder shall be governed, 
interpreted and enforced in accordance with the laws of the State of California, without 
regard to the conflict of laws principles thereof without regard to the conflict of laws 
principles thereof. 

20. Miscellaneous. 

20.1 Limitation on Securities Issuable.  At no time shall the total number of 
securities issuable upon exercise of all outstanding Options and the total number of shares 
provided for under any stock bonus or similar plan or agreement of the Company exceed the 
applicable percentage as calculated in accordance with the conditions and exclusions of 
§260.140.45 of the California Code of Regulations, based on the securities of the Company 
which are outstanding at the time the calculation is made. 

20.2 Information to Participants.  Participants will receive financial statements of 
the Company at least annually as required by Rule §260.140.45 of the California Code of 
Regulations. 
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	2.9 Company means Summit State Bank, a corporation organized under the laws of the California.
	2.10 Effective Date means the earlier of the date the Plan is approved by the Board or the date the Plan is approved by the shareholders of the Company.
	2.11 Grant Date means the date as of which an Option is granted, as determined under Section 7.1(a).
	2.12 Incentive Option means an Option which by its terms is to be treated as an “incentive stock option” within the meaning of Section 422 of the Code.
	2.13 Market Value means the value of a share of Stock on a particular date determined by such methods or procedures as may be established by the Committee.  Unless otherwise determined by the Committee, the Market Value of Stock as of any date is the ...
	2.14 Nonstatutory Option means any Option that is not an Incentive Option.
	2.15 Option means an option to purchase shares of Stock.
	2.16 Optionee means an eligible individual to whom an Option shall have been granted under the Plan.
	2.17 Participant means any holder of an outstanding Award under the Plan.
	2.18 Performance Criteria means the criteria that the Committee selects for purposes of establishing the Performance Goal or Performance Goals for a Participant for a Performance Period.  The Performance Criteria used to establish Performance Goals ar...
	2.19 Performance Goals means, for a Performance Period, the written goal or goals established by the Committee for the Performance Period based upon one or more of the Performance Criteria.  The Performance Goals may be expressed in terms of overall C...
	2.20 Performance Period means the one or more periods of time, which may be of varying and overlapping durations, selected by the Committee, over which the attainment of one or more Performance Goals or other business objectives will be measured for p...
	2.21 Performance Unit means a right granted to a Participant under Section 7.5, to receive cash, Stock or other Awards, the payment of which is contingent on achieving Performance Goals or other business objectives established by the Committee.
	2.22 Plan means this 2013 Equity Incentive Plan of the Company, as amended from time to time, and including any attachments or addenda hereto.
	2.23 Qualified Performance-Based Awards means Awards to persons who are or become covered employees within the meaning of Section 162(m) of the Code and which are intended to or at grant would qualify as “performance-based compensation” under Section ...
	2.24 Restricted Stock means a grant or sale of shares of Stock to a Participant subject to a Risk of Forfeiture.
	2.25 Restricted Stock Units means rights to receive shares of Stock at the close of a Restriction Period, subject to a Risk of Forfeiture.
	2.26 Restriction Period means the period of time, established by the Committee in connection with an Award of Restricted Stock or Restricted Stock Units, during which the shares of Restricted Stock or Restricted Stock Units are subject to a Risk of Fo...
	2.27 Risk of Forfeiture means a limitation on the right of the Participant to retain Restricted Stock or Restricted Stock Units, including a right of the Company to reacquire shares of Restricted Stock at less than its then Market Value, arising becau...
	2.28 Shareholders’ Agreement means any agreement by and among the holders of at least a majority of the outstanding voting securities of the Company and setting forth, among other provisions, restrictions upon the transfer of shares of Stock or on the...
	2.29 Stock means common stock of the Company, and such other securities as may be substituted for Stock pursuant to Section 8.
	2.30 Stock Appreciation Right means a right to receive any excess in the Market Value of shares of Stock (except as otherwise provided in Section 7.2(c)) over a specified exercise price.
	2.31 Stock Grant means the grant of shares of Stock not subject to restrictions or other forfeiture conditions.
	2.32 Ten Percent Owner means a person who owns, or is deemed within the meaning of Section 422(b)(6) of the Code to own, stock possessing more than 10% of the total combined voting power of all classes of stock of the Company (or any parent or subsidi...

	3. Term of the Plan
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	(a) if any Option or Stock-settled Stock Appreciation Right expires, terminates, or is cancelled for any reason without having been exercised in full, or if any other Award is forfeited by the recipient or repurchased at less than its Market Value as ...
	(b) if any Option is exercised by delivering previously owned shares of Stock in payment of the exercise price therefor, only the net number of shares, that is, the number of shares of Stock issued minus the number received by the Company in payment o...
	(c) any shares of Stock either tendered or withheld in satisfaction of tax withholding obligations of the Company or an Affiliate shall again be available for issuance under the Plan.

	5. Administration
	6. Authorization of Grants
	6.1 Eligibility.  The Committee may grant from time to time and at any time prior to the termination of the Plan one or more Awards, either alone or in combination with any other Awards, to any employee of or consultant to one or more of the Company a...
	6.2 General Terms of Awards.  Each grant of an Award shall be subject to all applicable terms and conditions of the Plan (including but not limited to any specific terms and conditions applicable to that type of Award set out in the following Section)...
	6.3 Effect of Termination of Employment, Etc. Unless the Committee shall provide otherwise with respect to any Award, if the Participant’s employment or other association with the Company and its Affiliates ends for any reason, including because of an...
	6.4 Non-Transferability of Awards.  Except as otherwise provided in this Section 6.4, Awards shall not be transferable, and no Award or interest therein may be sold, transferred, pledged, assigned, or otherwise alienated or hypothecated, other than by...
	6.5 Code Limits on Grants of Qualified Performance-Based Awards.  In no event shall the number of shares of Stock covered or referenced by either Options or Stock Appreciation Rights to any one person in any one calendar year exceed [25,000] shares of...

	7. Specific Terms of Awards
	7.1 Options.
	(a) Date of Grant.  The granting of an Option shall take place at the time specified in the Award Agreement.  Only if expressly so provided in the applicable Award Agreement shall the Grant Date be the date on which the Award Agreement shall have been...
	(b) Exercise Price.  The price at which shares of Stock may be acquired under each Incentive Option shall be not less than 100% of the Market Value of Stock on the Grant Date, or not less than 110% of the Market Value of Stock on the Grant Date if the...
	(c) Option Period.  No Incentive Option may be exercised on or after the tenth anniversary of the Grant Date, or on or after the fifth anniversary of the Grant Date if the Optionee is a Ten Percent Owner.  The Option period under each Nonstatutory Opt...
	(d) Exercisability.  An Option shall become exercisable in such installments, cumulative or non-cumulative, as the Committee may determine.  Each Option shall become exercisable subject to the satisfaction of one or more Performance Goals established ...
	(e) Method of Exercise.  An Option may be exercised by the Optionee giving written notice, in the manner provided in Section 16, specifying the number of shares of Stock with respect to which the Option is then being exercised.  The notice shall be ac...
	(i) by delivery to the Company of shares of Stock having a Market Value equal to the exercise price of the shares to be purchased; or
	(ii) by surrender of the Option as to all or part of the shares of Stock for which the Option is then exercisable in exchange for shares of Stock having an aggregate Market Value equal to the difference between (1) the aggregate Market Value of the su...
	(iii) unless prohibited by applicable law, by delivery to the Company of the Optionee’s executed promissory note in the principal amount equal to the exercise price of the shares of Stock to be purchased and otherwise in such form as the Committee sha...
	(iv) by delivery of any other lawful means of consideration which the Committee may approve.

	(f) Limit on Incentive Option Characterization.  An Incentive Option shall be considered to be an Incentive Option only to the extent that the number of shares of Stock for which the Option first becomes exercisable in a calendar year do not have an a...
	(g) Notification of Disposition.  Each person exercising any Incentive Option granted under the Plan shall be deemed to have covenanted with the Company to report to the Company any disposition of the shares of Stock issued upon such exercise prior to...

	7.2 Stock Appreciation Rights.
	(a) Tandem or Stand-Alone.  Stock Appreciation Rights may be granted in tandem with an Option (at or, in the case of a Nonstatutory Option, after, the award of the Option), or alone and unrelated to an Option.  Stock Appreciation Rights in tandem with...
	(b) Exercise Price.  Stock Appreciation Rights shall have an exercise price of not less than one hundred percent (100%) of the Market Value of the Stock on the date of award, or in the case of Stock Appreciation Rights in tandem with Options, the exer...
	(c) Other Terms.  Except as the Committee may deem inappropriate or inapplicable in the circumstances, Stock Appreciation Rights shall be subject to terms and conditions substantially similar to those applicable to a Nonstatutory Option.  In addition,...

	7.3 Restricted Stock.
	(a) Purchase Price.  Shares of Restricted Stock shall be issued under the Plan for such consideration, in cash, other property or services, or any combination thereof, as is determined by the Committee.
	(b) Issuance of Certificates.  Each Participant receiving a Restricted Stock Award, subject to subsection (c) below, shall be issued a stock certificate in respect of such shares of Restricted Stock.  Such certificate shall be registered in the name o...
	(c) Escrow of Shares.  The Committee may require that the stock certificates evidencing shares of Restricted Stock be held in custody by a designated escrow agent (which may but need not be the Company) until the restrictions thereon shall have lapsed...
	(d) Restrictions and Restriction Period.  During the Restriction Period applicable to shares of Restricted Stock, such shares shall be subject to limitations on transferability and a Risk of Forfeiture arising on the basis of such conditions related t...
	(e) Rights Pending Lapse of Risk of Forfeiture or Forfeiture of Award.  Except as otherwise provided in the Plan or the applicable Award Agreement, at all times prior to lapse of any Risk of Forfeiture applicable to, or forfeiture of, an Award of Rest...
	(f) Lapse of Restrictions.  If and when the Restriction Period expires without a prior forfeiture of the Restricted Stock, the certificates for such shares shall be delivered to the Participant promptly if not theretofore so delivered.

	7.4 Restricted Stock Units.
	(a) Character.  Each Restricted Stock Unit shall entitle the recipient to one or more shares of Stock at the close of such Restriction Period as the Committee may establish and subject to a Risk of Forfeiture arising on the basis of such conditions re...
	(b) Form and Timing of Payment.  Payment of earned Restricted Stock Units shall be made in a single lump sum following the close of the applicable Restriction Period.  At the discretion of the Committee, Participants may be entitled to receive payment...

	7.5 Performance Units.
	(a) Character. Each Performance Unit shall entitle the recipient to the value of a specified number of shares of Stock, over the initial value for such number of shares, if any, established by the Committee at the time of grant, at the close of a spec...
	(b) Earning of Performance Units. The Committee shall set Performance Goals or other business objectives in its discretion which, depending on the extent to which they are met within the applicable Performance Period, will determine the number and val...
	(c) Form and Timing of Payment.  Payment of earned Performance Units shall be made in a single lump sum following the close of the applicable Performance Period.  At the discretion of the Committee, Participants may be entitled to receive any dividend...

	7.6 Stock Grants. Stock Grants may only be awarded in satisfaction of one or more Performance Goals established by the Committee from time to time.  Stock Grants shall be made without forfeiture conditions of any kind.
	7.7 Qualified Performance-Based Awards.
	(a) Purpose.  The purpose of this Section 7.7 is to provide the Committee the ability to qualify Awards as “performance-based compensation” under Section 162(m) of the Code.  If the Committee, in its discretion, decides to grant an Award as a Qualifie...
	(b) Authority.  All grants of Awards intended to qualify as Qualified Performance-Based Awards and determination of terms applicable thereto shall be made by the Committee.  If not all of the members thereof qualify as “outside directors” within the m...
	(c) Discretion of Committee with Respect to Qualified Performance-Based Awards.  Any form of Award permitted under the Plan, other than a Stock Grant, may be granted as a Qualified Performance-Based Award.  Options or Stock Appreciation Rights may be ...
	(d) Payment of Qualified Performance-Based Awards.  A Participant will be eligible to receive payment under a Qualified Performance-Based Award which is subject to achievement of a Performance Goal or Goals only if the applicable Performance Goal or G...
	(e) Limitation on Adjustments for Certain Events.  No adjustment of any Qualified Performance-Based Award pursuant to Section 8 shall be made except on such basis, if any, as will not cause such Award to provide other than “performance-based compensat...

	7.8 Awards to Participants Outside the United States.  The Committee may modify the terms of any Award under the Plan granted to a Participant who is, at the time of grant or during the term of the Award, resident or primarily employed outside of the ...

	8. Adjustment Provisions
	8.1 Adjustment for Corporate Actions. All of the share numbers set forth in the Plan reflect the capital structure of the Company as of the Effective Date.  If subsequent to that date the outstanding shares of Stock (or any other securities covered by...
	8.2 Adjustment of Awards Upon the Occurrence of Certain Unusual or Nonrecurring Events. In the event of any corporate action not specifically covered by the preceding Section, including but not limited to an extraordinary cash distribution on Stock, a...
	8.3 Related Matters.  Any adjustment in Awards made pursuant to Section 8.1 or 8.2  shall be determined and made, if at all, by the Committee, acting in its sole discretion, and shall include any correlative modification of terms, including of Option ...
	8.4 Transactions.
	(a) Definition of Transaction.  In this Section 8.4, “Transaction” means (1) any merger or consolidation of the Company with or into another entity as a result of which the Stock of the Company is converted into or exchanged for the right to receive c...
	(b) Treatment of Options and Stock Appreciation Rights. In a Transaction, the Committee may take any one or more of the following actions as to all or any (or any portion of) outstanding Options and Stock Appreciation Rights (“Stock Rights”).
	(1) Provide that such Stock Rights shall be assumed, or substantially equivalent rights shall be provided in substitution therefore, by the acquiring or succeeding entity (or an affiliate thereof).
	(2) Upon written notice to the holders, provide that the holders’ unexercised Stock Rights will terminate immediately prior to the consummation of such Transaction unless, in the case of Stock Rights then exercisable, such Stock Rights are exercised w...
	(3) Provide that outstanding Stock Rights shall become exercisable in whole or in part prior to or upon the Transaction.
	(4) Provide for cash payments, net of applicable tax withholdings, to be made to holders equal to the excess, if any, of (A) the acquisition price times the number of shares of Stock subject to an Option (to the extent the exercise price does not exce...
	(5) Provide that, in connection with a liquidation or dissolution of the Company, Stock Rights shall convert into the right to receive liquidation proceeds net of the exercise price thereof and any applicable tax withholdings.
	(6) Any combination of the foregoing.

	(c) Treatment of Other Awards. As to outstanding Awards other than Options or Stock Appreciation Rights, upon the occurrence of a Transaction other than a liquidation or dissolution of the Company which is not part of another form of Transaction, the ...
	(d) Related Matters. In taking any of the actions permitted under this Section 8.4, the Committee shall not be obligated to treat all Awards, all Awards held by a Participant, or all Awards of the same type, identically.  Any determinations required t...
	(e) Effect of a Transaction which is a Change of Control.  By definition, a Transaction may or may not constitute a Change of Control.  That a Transaction is also a Change of Control shall not by itself limit the Committee’s discretion under this Sect...


	9. Change of Control
	(a) any and all Options and Stock Appreciation Rights not already exercisable in full shall Accelerate with respect to 100% of the shares for which such Options or Stock Appreciation Rights are not then exercisable;
	(b) any Risk of Forfeiture applicable to Restricted Stock and Restricted Stock Units which is not based on achievement of Performance Goals or other business objectives shall lapse with respect to 100% of the Restricted Stock and Restricted Stock Unit...
	(c) all outstanding Awards of Restricted Stock and Restricted Stock Units conditioned on the achievement of Performance Goals or other business objectives and the target payout opportunities attainable under outstanding Performance Units shall be deem...

	10. Settlement of Awards
	10.1 In General.  Options and Restricted Stock shall be settled in accordance with their terms.  All other Awards may be settled in cash, Stock, or other Awards, or a combination thereof, as determined by the Committee at or after grant and subject to...
	10.2 Violation of Law.  Notwithstanding any other provision of the Plan or the relevant Award Agreement, if, at any time, in the reasonable opinion of the Company, the issuance of shares of Stock covered by an Award may constitute a violation of law, ...
	(a) the shares of Stock are at the time of the issue of such shares effectively registered under the Securities Act of 1933, as amended; or
	(b) the Company shall have determined, on such basis as it deems appropriate (including an opinion of counsel in form and substance satisfactory to the Company) that the sale, transfer, assignment, pledge, encumbrance or other disposition of such shar...

	10.3 Corporate Restrictions on Rights in Stock. Any Stock to be issued pursuant to Awards granted under the Plan shall be subject to all restrictions upon the transfer thereof which may be now or hereafter imposed by the articles of incorporation and ...
	10.4 Investment Representations.  The Company shall be under no obligation to issue any shares of Stock covered by any Award unless the shares to be issued pursuant to Awards granted under the Plan have been effectively registered under the Securities...
	10.5 Registration.  If the Company shall deem it necessary or desirable to register under the Securities Act of 1933, as amended, or other applicable statutes any shares of Stock issued or to be issued pursuant to Awards granted under the Plan, or to ...
	10.6 Placement of Legends; Stop Orders; etc.  Each share of Stock to be issued pursuant to Awards granted under the Plan may bear a reference to the investment representations made in accordance with Section 10.4 in addition to any other applicable re...
	10.7 Tax Withholding. Whenever shares of Stock are issued or to be issued pursuant to Awards granted under the Plan, the Company shall have the right to require the recipient to remit to the Company an amount sufficient to satisfy federal, state, loca...
	10.8 Company Articles and By-Laws; Other Company Policies. This Plan and all Awards granted hereunder are subject to the articles of incorporation and by-laws of the Company, as they may be amended from time to time, and all other Company policies dul...
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	14. Nonexclusivity of the Plan
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	16. Termination and Amendment of the Plan
	16.1 Termination or Amendment of the Plan.  Subject to the limitations contained in Section 16.3 below, including specifically the requirement of shareholder approval, if applicable, the Board may at any time terminate the Plan or make such modificati...
	16.2 Termination or Amendment of Outstanding Awards; Assumptions.  Subject to the limitations contained in Section 16.3 below, including specifically the requirement of shareholder approval, if applicable, the Committee may at any time:
	(a) amend the terms of any Award theretofore granted, prospectively or retroactively, provided that the Award as amended is consistent with the terms of the Plan;
	(b) accept the cancellation of outstanding Awards or of outstanding stock options or other equity-based compensation awards granted by another issuer in return for the grant of new Awards for the same or a different number of shares of Stock and on th...
	(c) offer to buy out for a payment in cash or cash equivalents, or in exchange for another Award, any Award previously granted, or authorize the recipient of an Award to elect to cash out an Award previously granted, in either case at such time and ba...

	16.3 Limitations on Amendments, Etc.
	(a) Without the approval of the Company’s shareholders, no amendment or modification of the Plan by the Board may (i) increase the number of shares of Stock which may be issued under the Plan; (ii) change the description of the persons eligible for Aw...
	(b) No amendment or modification of the Plan by the Board, or of an outstanding Award by the Committee, shall impair the rights of the recipient of any Award outstanding on the date of such amendment or modification or such Award, as the case may be, ...
	(c) No Option may be amended or modified to effect the repricing of such Option without the approval of the shareholders of the Company.
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