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CORPORATE GOVERNANCE GUIDELINES

BOARD COMPOSITION

Size of the Board

The Board has eght members in accordance with the Corporation's Bylaws, and periodicaly
reviews the appropriate size of the Board.

What Constitutes | ndependence for non-employee Directors

Citizensdetermineswhether aDirector is"independent” in accord with the N'Y SE requirementsfor
independent directors (Section 303A of the NY SE's Listed Company Manua). In addition to
compliancewith NY SE independencerrules, the Board isa o responsibleto determine affirmetively
that each independent Director has no other materid relationship with the Corporation or its
affiliates or any executive officer of the Corporation or his or her affiliates. A raionship will be
conddered "materid” if in the judgment of the Board it would impair their effectiveness or
independent judgment as a directors.

Board Membership Criteria

The Board as a whole is responsible for sdecting candidates for director. With the active
involvement of the Chairman and Chief Executive Officer, the Board is responsible for screening
and recommending candidates. In discharging this responghbility, the Board from time to time
should review the appropriate skillsand characteristicsrequired of Board membersin the context of
the current make-up of the Board. This assessment should include an evauation of the Board's
effectiveness and composition, including matters such as business and professiona backgrounds,
age, current employment, community service and rationships. These factors, and others as
consdered useful by the Board, are reviewed in the context of an assessment of the perceived
needs of the Board at a particular point in time.

Board members are expected to rigoroudy prepare for, attend, and participate in al Board and
applicable Committee meetings. Each Board member is expected to ensurethat other existing and
planned future commitments do not materidly interferewith the member's service asan outstanding
director. These other commitments will be considered when reviewing Board candidates and in
connection with the Board's annua sdlf-assessment process.

Selection of New Director Candidates




The Board should be responsible for sdlecting its own members.

. Directors Who Change Their Present Job Responsibility

The Board does not believe that directors who retire or change from the position they held when
they came on the Board should necessarily leave the Board. There should, however, be an
opportunity for the Board or a Nominating Committee if such exids, to review the continued
appropriateness of Board membership under these circumstances.

. Term Limits

The Board does not believe it should establish term limits. While term limits could help insure that
there arefresh ideas and viewpoints avail able to the Board, they hold the disadvantage of losng the
contribution of directorswho over time have devel oped increasing ingght into the Corporation and
its operations and therefore provide an increasing contribution to the Board as awhole.

. Board Compensation

It isthe genera policy of the Board that Board compensation should bein cash. Inside directors
will not be paid for Board membership in addition to their regular employee compensation.
Independent directors may not receive consulting, advisory or other compensatory fees from the
Corporation in addition to their Board compensation. To the extent practicable, independent
directors who are affiliated with the Corporation's service providers will undertake to ensure that
their compensation from such providers does not include amounts connected to payments by the
Corporation.

The staff of the Corporation should report from time to time to the Board or Compensation
Committee, if any, on the status of Board compensation in relation to other amilarly Stuated life
insurance holding companies.

RESPONSIBILITIESOF THE BOARD OF DIRECTORS

. Primary Responsibilities of the Board

Theprimary responsibilities of the Board of Directors are oversight, counsdling anddirection to the
management of the Corporation in the interest and for the benefit of the Corporation's stockholders.
The Board's detailed responsibilities include:



(a) Sdecting, regularly evauating the performance of, and gpproving the compensation of the
Chairman of the Board, Chief Executive Officer and other senior executives,

(b) Planning for succession with respect to the position of Chairman of the Board and monitoring
management's succession planning for other senior executives,

(c) Reviewing and, where appropriate, approving the Corporation's mgjor financial objectives,
drategic and operating plans and actions;

(d) Reviewing the performance of the Corporation;

(e) Overseeing the conduct of the Corporation's businessto eva uate whether the businessisbeing
properly managed; and

(f) Overseeing the processes for maintaining the integrity of the Corporation with respect to its
financid statements and other public disclosures, and compliance with law and ethics and
interna contrals.

The Board of Directors has delegated to the Chairman of the Board, working with the other executive
officersof the Corporetion, the authority and responsbility for managing thebusinessof the Corporation
inamanner cons stent with the standards and practices of the Corporation, and in accordance with any
gpecific plans, ingtructionsor directions of the Board. TheChairman of the Board and management are
responsible to seek the advice and, in appropriate Stuations, the gpprova of the Board with respect to
extraordinary actions to be undertaken by the Corporation.

2. Expectations of Individual Directors

Among other things, the Board expects each Director to:

understand Citizens businesses and the marketplaces in which they operate;

regularly attend meetings of the Board and of the Committees on which he serves,

review and understand the materias provided in advance of meetings and any other materias
provided to the Board from time to time;

actively, objectively and congtructively participatein meetings and the Strategi ¢ decisi on-meking
Processes;

share hisor her perspective, background, experience, knowledge and insightsasthey relateto
the matters before the Board and its Committees; and

be reasonably available when requested to advise the Chairman of the Board and management
on specific issues not requiring the attention of the full Board but where anindividua Director's
ingghts might be helpful to the Chairman of the Board or managemen.
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3. Corporate Business Principles

Members of the Board of Directorsshdl act at al timesin accordance with the requirements of the
Corporation's policies and procedures, which shall be applicableto each director in connectionwith
his or her activities rdating to the Corporation. This obligation shdl at al times include, without
limitation, adherence to the Corporation's policies with respect to conflicts of interest,
confidentidity, protection of the Corporation's assets, ethical conduct in business dealings and
respect for and compliance with gpplicablelaw. Any waiver of the requirements of these policies
and procedures with respect to any individual director shal be reported to, and be subject to the
approva of, the Board of Directors.

BOARD MEETINGSAND MATERIALS

1. Scheduling and Selection of Agenda ltemsfor Board M eetings

Board mestings are scheduled at least quarterly with a 30 day advance noticewherepractica. In
addition to regularly scheduled meetings, additiona Board meetings may be called upon appropriate
notice a any time to address specific needs of the Corporation. The Board may aso take action
from time to time by unanmous written consent.

Typicdly, the meetings are held a the Corporation's headquartersin Augtin, Texas.

The Chairman of the Board, Chief Executive Officer, thePresident and the Corporate Secretary, in
consultation with the other members of the Board and senior management, draft the agenda for
each meeting and digtribute it in advanceto the Board. Each director may proposetheinclusion of
items on the agenda, request the presence of or a report by any member of the Corporation's
management, or a any Board meeting raise subjects that are not on the agenda for that meeting.

The annud cycle of agendaitemsfor Board meetingsis expected to change on a periodic bassto
reflect, e.g., Board requests, changing business and legal issues and the work done by the Board
Committees The Board's annud agenda will include the long-term srategic plan for the
Corporation and the principa issues that the Corporation expects to face in the future.

2. Board Material Digributed in Advance

Information that isimportant to the Board's understanding of the business and its meeting agenda
items should be distributed in writing to the Board before the Board meets. Supplementa written
materiads will be provided to the Board on aperiodic basis and at any time upon request of Board
members.
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Asagenerd rule, materias on specific subjects should be sent to the Board membersin advance so
that Board meeting time may be conserved and discussion time focused on questionsthat the Board
has about the material. Sengtive subject matters may be discussed at the meeting without written
materias being digtributed in advance or a the meeting.

. Access to Employees and Board Presentations

The Board has compl ete accessto contact and meet with any Citizens employee. Board members
are encouraged to make arrangementsin advance to meeting with management or employees. The
Corporate Secretary shdl, whenever requested, assst in aranging and facilitating such meetings
and gtevists.

The Board encourages management to schedule employeesto present at Board Meetingswho: (a)
can provide additiona insight into the items being discussed because of persond involvement in
these aress, or (b) have future potentia that management believes should be given exposureto the
Board.

Independent Directors Discussions

The Board's palicy is to have a separate meeting time for the independent directors regularly
scheduled at least twice ayear during the regularly scheduled Board meetings. A lead independent
director will assume the respongbility of chairing the meetings of independent directors and shdll
bear such further responsbilitieswhich theindependent directors as awhole might designate from
timeto time.

. Director Orientation and Continuing Education

The Chairman of the Board in conjunction with management are responsible for new-director
orientation programs and for director continuing education programs. The orientation, athough
informal, isbased upon the director’ s experience with the Company and theindustry. Itisdesigned
to familiarize new directors with the Company's businesses, strategiesand chalengesand to assst
new directorsin developing and maintaining skills necessary or appropriate for the performance of
their respongibilities. The Company encourages Board membersto attend applicable third party
presentations.

BOARD COMMITTEES

. Number of Committees




2.

The current three Committees are Audit, Compensation and Executive. There will, from time to
time, be occasons on which the Board may want to form a new committee or disband a current
committee depending upon the circumstances. The Audit and Compensation Committees shall be
composed entirely of independent directors.

Each Committee will have a written charter, approved by the Board, which describes the
Committee's generd authority and responghilities. Each Committee will undertake an annua
review of its charter, and will work with the Board to make such revisons as are considered

appropriate.

Each Committee has the authority to engage outside experts, advisors and counsd to the extent it
congders gppropriate to assst the Committee in its work.

Each Committee will regularly report to the Board concerning the Committee's activities.

The Audit Committeeisresponsiblefor the hiring, oversght and compensation of the independent
certified public accountantsthat audit the Corporation'sfinancia statements, and for monitoring the
effectiveness of the Corporation'sinternd financia and accounting organization and controls and
financid reporting.

The Compensation Committee reviews and determines sdaries and other matters relating to
compensation of the executive officers of the Corporation.

The Executive Committee may exercise dl of the authority of the Board of Directors in the
management of the business affairs of the Company, except where action of a mgority of al

members of the Board of Directors is required by law or by our Articles of Incorporation or
Bylaws. All materid actionstaken by the Executive Committee are subsequently reviewed by the
Board of Directors.

Assignment and Term of Service of Committee Members

The Board isresponsible for the gppointment of Committee Members and Committee Chairmen.
Committee assgnments are reviewed from time to time among the Board members.

Freguency and L ength of Committee M eetings and Committee Agenda

The Committee Chairman, in consultation with the Chairman of the Board and appropriate
members of management, will determine the frequency and length of the Committee meetings and
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develop the Committee's agenda. The agendas and meeting minutes of the Committees, will be
shared with the full Board, and other Board members are welcome to attend Committee mesetings.

MANAGEMENT AND BOARD REVIEW AND RESPONSIBILITY

. Formal Evaluation of Chief Executive Officer

The Compensation Committee will perform a formd annua evauation of the Chairman of the
Board and the Chief Executive Officer.

. Succession Planning and M anagement Development

The Board plansfor the succession to the position of Chairman of the Board. To assist the Board,
the Chairman of the Board should annudly provide the board with an assessment of senior
managers and their potentia to succeed him. He aso provides the Board with an assessment of
persons considered potential successorsto certain senior management positions, including areview
of any development plans recommended for such individuas. The results of these reviews are
reported to and discussed with the Board. The Chairman of the Board has presented the Board
with a succession plan to be implemented in the event of an emergency.

. Formal Evaluation of the Board

The Board shdl conduct a sdf-evaudion a least annudly to determine whether it and its
committees are functioning effectively. The Chairman of the Board should manage the Board's
process for annud Director salf-assessment and evauation of the Board.

. Board Interaction with Outside | nter ested Parties

The Board bdlieves that management spesksfor the Corporation. Individual Board membersmay,
fromtimeto time, meet or otherwise communicate with various condtituenciesthat areinvolved with
the Corporation, but it is expected that Board members would do this with the knowledge of
management and, in most instances, at the request of management.

The Board of Directorswill review these Corporate Governance Guidelines on at least an annud
basisand makerevisonsasit deemsnecessary in compliancewith NY SE rulesand regulationsand
other applicable laws, such as the federa securitieslaws.



