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PART I.  FINANCIAL INFORMATION

ITEM 1.  FINANCIAL STATEMENTS

EGL, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
(in thousands, except par values)

September 30,

2005

December 31,

2004
ASSETS

Current assets:

Cash and cash equivalents

$

130,877

$

92,918
Restricted cash 11,933 17,004
Short-term investments and marketable securities 47 587
Trade receivables, net of allowance of $12,730 and
$14,069 541,242 611,594
Other receivables 26,863 21,147
Deferred income taxes 11,004 10,106
Other current assets 30,910 24,781
Total current assets 752,876 778,137
Property and equipment, net 190,317 178,218
Investment in an unconsolidated affiliate 553 619
Goodwill 110,960 108,470
Deferred income taxes 2,401 648
Other assets, net 34,866 28,771

Total assets

$

1,091,973

$

1,094,863
LIABILITIES AND STOCKHOLDERS�

EQUITY
Current liabilities:

Trade payables and accrued transportation costs

$

363,230

$

337,137
Accrued salaries and related costs 58,253 46,465
Current portion of long-term debt 13,492 19,426
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Income taxes payable 17,289 4,716
Accrued selling, general and administrative
expenses
and other liabilities 85,223 82,926
Total current liabilities 537,487 490,670
Deferred income taxes 20,315 19,421
Long-term debt 19,817 12,752
Other noncurrent liabilities 17,255 18,786
Total liabilities 594,874 541,629
Minority interests 1,419 802
Commitments and contingencies (Notes  3, 10 and
11)
Stockholders� equity:
Common stock, $0.001 par value, 200,000 shares
authorized; 53,178
and 52,841 shares issued; 47,322 and 51,915 shares
outstanding 53 53
Additional paid-in capital 248,623 241,117
Retained earnings 378,975 339,876
Accumulated other comprehensive loss (22,437) (12,625)
Unearned compensation (99) (124)
Treasury stock, 5,856 and 926 shares held (109,435) (15,865)
Total stockholders� equity 495,680 552,432

Total liabilities and stockholders� equity

$

1,091,973

$

1,094,863

See notes to unaudited condensed consolidated financial statements.
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EGL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
(in thousands, except per share amounts)

Nine Months Ended
September 30,

2005 2004
(Restated)

Revenues

$

2,261,427

$

1,941,285
Cost of transportation 1,564,539 1,305,548
Net revenues 696,888 635,737
Operating expenses:
Personnel costs 390,473 356,336
Other selling, general and administrative expenses 244,620 226,368
EEOC legal settlement (5,975) -
Operating income 67,770 53,033
Nonoperating income, net 2,242 8,942
Income before provision for income taxes 70,012 61,975
Provision for income taxes 30,913 23,987

Net income

$

39,099

$

37,988

Basic earnings per share

$

0.78

$

0.84
Basic weighted-average common shares outstanding 49,974 45,478

Diluted earnings per share

$

0.78

$

0.79
Diluted weighted-average common shares
outstanding 50,316 51,687

See notes to unaudited condensed consolidated financial statements.
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EGL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
(in thousands, except per share amounts)

Three Months Ended
September 30,

2005 2004
(Restated)

Revenues

$

779,507

$

719,417
Cost of transportation 532,547 493,492
Net revenues 246,960 225,925
Operating expenses:
Personnel costs 129,349 126,555
Other selling, general and administrative expenses 84,567 75,545
Operating income 33,044 23,825
Nonoperating income, net 380 3,121
Income before provision for income taxes 33,424 26,946
Provision for income taxes 14,192 10,371

Net income

$

19,232

$

16,575

Basic earnings per share

$

0.41

$

0.37
Basic weighted-average common shares outstanding 47,300 44,801

Diluted earnings per share

$

0.40

$

0.34
Diluted weighted-average common shares
outstanding 47,602 51,202

See notes to unaudited condensed consolidated financial statements.

Edgar Filing: EGL INC - Form 10-Q

9



3

Edgar Filing: EGL INC - Form 10-Q

10



EGL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(in thousands)

Nine Months Ended
September 30,

2005 2004
(Restated)

Cash flows from operating activities:

Net income

$

39,099

$

37,988
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 26,860 25,912
Bad debt expense 6,412 4,857
Stock-based compensation expense 206 382
Impairment of assets 112 51
Deferred income tax benefit (1,852) (1,504)
Tax benefit of stock options exercised 1,307 2,604
Equity in (earnings) losses of affiliates 66 (1,730)
Minority interests 55 340
Transfers (to) from restricted cash, net 5,042 (351)
Gain on sale of unconsolidated affiliates - (12,091)
Other (297) 400
Net effect of changes in working capital, net of
assets acquired 92,970 (15,204)
Net cash provided by operating activities 169,980 41,654
Cash flows from investing activities:
Capital expenditures (32,623) (31,448)
(Purchase) sale of short-term investments 540 (43)
Proceeds from sales of other assets 1,456 873
Acquisitions of businesses, net of cash acquired - (16,216)
Earnout payments (4,186) (3,291)
Proceeds from sale of unconsolidated affiliate - 52,123
Collection of notes receivable 1,618 552
Net cash provided by (used in) investing activities (33,195) 2,550
Cash flows from financing activities:
Issuance (repayment) of other debt, net (4,834) 2,234
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Payment of financing fees (1,055) (1,067)
Repayment of financed insurance premiums and
software maintenance, net (2,251) (4,666)
Repayment of capital leases (1,525) (781)
Repurchases of common stock (94,293) (59,079)
Proceeds from exercise of stock options 6,206 22,932
Issuance of common stock for employee stock
purchase plan 535 319
Cash received from minority interest partners 636 -
Dividends paid to minority interest partners (82) (114)
Net cash used in financing activities (96,663) (40,222)
Effect of exchange rate changes on cash (2,163) (3,203)
Increase in cash and cash equivalents 37,959 779
Cash and cash equivalents, beginning of the period 92,918 94,099

Cash and cash equivalents, end of the period

$

130,877

$

94,878
See notes to unaudited condensed consolidated financial statements.
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EGL, INC.
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS� EQUITY

(unaudited)
(in thousands)

Common stock
Additional

paid-in
capital

Retained
earnings

Treasury stock Accumulated
other

comprehensive
income (loss)

Unearned
compensation TotalShares Amount Shares Amount

Balance at
December 31,
2004 52,841

$

53

$

241,117

$

339,876 (926)

$

(15,865)

$

(12,625)

$

(124)

$

552,432
Net income - - - 39,099 - - - - 39,099
Change in
value of
marketable
securities, net - - - - - - 2 - 2
Foreign
currency
translation
adjustments - - - - - - (9,814) - (9,814)
Issuance of
shares under
employee
stock
purchase plan - - (43) - 31 578 - - 535
Repurchase of
common
stock - - - - (4,969) (94,293) - - (94,293)
Exercise of
stock
options and
issuance
of restricted
stock
awards with
related tax
benefit 337 - 7,518 - 8 145 - (150) 7,513
Stock-based
compensation

- - 31 - - - - 175 206
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expense
Balance at
September 30,
2005 53,178

$

53

$

248,623

$

378,975 (5,856)

$

(109,435)

$

(22,437)

$

(99)

$

495,680

See notes to unaudited condensed consolidated financial statements.
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EGL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The accompanying unaudited condensed consolidated financial statements have been prepared by EGL, Inc. (EGL or
the Company) in accordance with the rules and regulations of the Securities and Exchange Commission (the SEC) for
interim financial statements and, accordingly, do not include all information and footnotes required under generally
accepted accounting principles for complete financial statements.  The financial statements have been prepared in
conformity with the accounting principles and practices disclosed in, and should be read in conjunction with, the
annual financial statements of the Company included in the Company�s Annual Report on Form 10-K (File No.
0-27288).  In the opinion of management, these interim financial statements contain all adjustments necessary for a
fair presentation of the Company�s financial position at September 30, 2005 and the results of its operations for the
three and nine months ended September 30, 2005, its cash flows for the nine months ended September 30, 2005.
 Results of operations for the three and nine months ended September 30, 2005 are not necessarily indicative of the
results that may be expected for EGL�s full fiscal year.

Note 1 - Organization, operations and summary of significant accounting policies

EGL is a global transportation, supply chain management and information services company dedicated to providing
flexible logistics solutions on a price competitive basis.  The Company�s services include air and ocean freight
forwarding, customs brokerage, local pick up and delivery service, materials management, warehousing, trade
facilitation and procurement and integrated logistics and supply chain management services.  The Company provides
services in over 100 countries on six continents through offices around the world as well as through its worldwide
network of exclusive and nonexclusive agents.  The principal markets for all lines of business are North America,
Europe and Asia with significant operations in the Middle East, India, South America and South Pacific (see Note 14).

Basis of presentation and principles of consolidation

The accompanying condensed consolidated financial statements include EGL and all of its wholly-owned subsidiaries
and investments that the Company controls through majority ownership or other variable interests.  All significant
intercompany balances and transactions have been eliminated in consolidation.  Investments in less than �majority�
owned affiliates, over which the Company has significant influence in and does not control through variable interests,
are accounted for by the equity method.  The Company has reclassified certain prior period amounts to conform with
the current period presentation.

Restatement of previously issued financial statements

The Company restated its historical financial statements for the first three quarters of 2004 for errors related to (1)
recognition of straight-line rent expense when the lease term in a real estate operating lease contains a period when
there are free or reduced rents (commonly referred to as �rent holidays�) and scheduled rent increases, (2) reconciliation
of various account balances and (3) certain reclassification adjustments.  See the Company�s 2004 Form 10-K for
disclosures relating to this restatement of the Company�s financial statements.  All applicable amounts relating to the
restatement have been reflected in the condensed consolidated financial statements and notes to the condensed
consolidated financial statements.
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Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates that affect the amounts reported in the financial statements and accompanying notes.
 Management considers many factors in selecting appropriate operational and financial accounting policies and
controls, and in developing the assumptions that are used in the preparation of these financial statements.
 Management must apply significant judgment in this process.  Factors that may be considered by management
making these assumptions and estimates include, but are not limited to:  the range of accounting policies permitted by
accounting principles generally accepted in the United States of America; management�s understanding of the
Company�s business � both historical results and expected future results; the extent to which operational controls exist
that provide high degrees of assurance that all desired information to assist in the estimation is available and reliable;
expectations of the future performance of

6
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EGL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS � (CONTINUED)

the economy, both domestically and globally, within various areas that serve the Company�s principal customers and
suppliers of goods and services; expected rates of change, sensitivity and volatility associated with the assumptions
used in developing estimates; and whether historical trends are expected to be representative of future trends.  The
estimation process often may yield a range of potentially reasonable estimates of the ultimate future outcomes and
management must select an amount that lies within that range of reasonable estimates � which may result in the
selection of estimates which could be viewed as conservative or aggressive by others.  Management uses its business
and financial accounting judgment in selecting the most appropriate estimates; however, actual amounts could and
will differ from those estimates.

Stock-based compensation

The Company has seven stock-based employee compensation plans under which stock-based awards have been
granted.  The Company accounts for stock-based awards to employees and non-employee directors using the intrinsic
value method prescribed in Accounting Principles Board (APB) Opinion No. 25, �Accounting for Stock Issued to
Employees,� and related interpretations.  The intrinsic value method used by the Company generally results in no
compensation expense being recorded for stock option grants made by the Company because those grants are typically
made with option exercise prices substantially equal to fair market value at the date of option grant.  The application
of the alternative fair value method under Statement of Financial Accounting Standards (SFAS) No. 123, �Accounting
for Stock-Based Compensation,� (SFAS 123), which estimates the fair value of the option awarded to the employee,
would result in compensation expense being recognized over the period of time that the employee�s rights in the
options vest.  The following table illustrates the pro forma effect on net income and earnings per share if the Company
had applied the fair value recognition provisions of SFAS 123 to stock-based employee compensation (in thousands,
except per share amounts):

Nine Months Ended

September 30,

Three Months Ended

September 30,
2005 2004 2005 2004

(Restated) (Restated)

Net income as reported

$

39,099

$

37,988

$

19,232

$

16,575
Add:  Total stock-based compensation expense
included in
net income, net of tax 115 234 22 99

1,439 2,220 451 680
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Deduct:  Total stock-based employee
compensation expense
determined under fair value based method for all
awards,
net of  tax

Pro forma net income

$

37,775

$

36,002

$

18,803

$

15,994
Earnings per share:

Basic-as reported

$

0.78

$

0.84

$

0.41

$

0.37
Basic-pro forma 0.76 0.79 0.40 0.36
Diluted-as reported 0.78 0.79 0.40 0.34
Diluted-pro forma 0.75 0.75 0.40 0.33

7

Edgar Filing: EGL INC - Form 10-Q

18



EGL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

Comprehensive income (loss)

Components of comprehensive income are as follows (in thousands):

Nine Months Ended

September 30,

Three Months Ended

September 30,
2005 2004 2005 2004

(Restated) (Restated)

Net income

$

39,099

$

37,988

$

19,232

$

16,575
Valuation change of marketable securities, net 2 - 4 -
Foreign currency translation adjustments (9,814) (2,299) (1,915) 601

Comprehensive income

$

29,287

$

35,689

$

17,321

$

17,176

Accumulated other comprehensive loss consists of the following:

September
30, 2005

December 31,
2004

(in thousands)

Cumulative foreign currency
translation adjustment

$

(20,499)

$

(10,685)
Minimum pension liability
adjustment, net of tax (1,970) (1,970)
Unrealized gain on marketable
securities, net 32 30

$ $
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(22,437) (12,625)

New accounting pronouncements

In December 2004, the Financial Accounting Standards Board (FASB) issued SFAS No. 123 (revised 2004),
�Share-Based Payment� (SFAS 123R), which replaces SFAS No. 123, �Accounting for Stock-Based Compensation.�
(SFAS 123) and supercedes APB Opinion No. 25, �Accounting for Stock Issued to Employees.�  SFAS 123R, as
amended in April 2005, requires all share-based payments to employees, including grants of employee stock options
and employee stock purchase plans, to be recognized in the financial statements based on their fair values, beginning
with the first interim or annual period beginning after January 1, 2006.  In addition, SFAS 123R will cause
unrecognized expense (based on the amount in the Company�s pro forma footnote disclosure) related to options vesting
after the date of initial adoption to be recognized as a charge to results of operations over the remaining vesting
period.  Under SFAS 123R, the Company must determine the appropriate fair value model to be used for valuing
share-based payments, the amortization method for compensation cost and the transition method to be used at the date
of adoption.  The transition alternatives include prospective and retrospective adoption methods, prior periods may be
restated either at the beginning of the year of adoption or for all periods presented.  The prospective method requires
that compensation expense be recorded for all unvested stock options and share awards as of the beginning of the first
quarter of adoption of SFAS 123R, while the retrospective methods would record compensation expense for all
unvested stock options and share awards beginning with the first period restated.  The Company is evaluating the
requirements of SFAS 123R and expects the adoption of SFAS 123R will have a material impact on the consolidated
results of operations and, earnings per share.

On August 31, 2005, the FASB issued FSP No. FAS 123(R)-1, �Classification and Measurement of Freestanding
Financial Instruments Originally Issued in Exchange for Employee Services under FASB Statement 123(R).�  This
guidance applies to equity shares, as well as stock options, and requires that a freestanding financial instrument issued
to an employee in exchange for past or future employee services that is subject to SFAS No. 123(R) �Share Based
Payments� shall continue to be subject to the recognition and measurement provisions of SFAS No. 123(R) throughout
the life of the instrument, unless its terms are modified when the holder is no longer an employee.  The effective date
of this guidance is upon initial adoption of SFAS 123(R).  The Company is evaluating the new guidance and
anticipates adopting it with the implementation of SFAS 123(R) beginning January 1, 2006.

8
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EGL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

On October 18, 2005, the FASB issued FSP No. FAS 123(R)-2, �Practical Accommodation to the Application of Grant
Date as Defined in FASB Statement No. 123(R),� to provide guidance on determining the grant date for an award as
defined in SFAS No. 123(R).  This FSP stipulates that assuming all other criteria in the grant date definition are met, a
mutual understanding of the key terms and conditions of an award to an individual employee is presumed to exist
upon the award�s approval in accordance with the relevant corporate governance requirements, provided that the key
terms and conditions of an award (a) cannot be negotiated by the recipient with the employer because the award is a
unilateral grant, and (b) are expected to be communicated to an individual recipient within a relatively short time
period from the date of approval.  The Company is evaluating the new guidance and anticipates adopting it with the
implementation of SFAS No. 123(R) beginning January 1, 2006.

In December 2004, the FASB issued FASB Staff Position (FSP) No. 109�2 (FSP 109�2), �Accounting and Disclosure
Guidance for the Foreign Repatriation Provision within the American Jobs Creation Act of 2004�, which provides
guidance under SFAS No. 109 with respect to recording the potential impact of the repatriation provisions of the Act
on a company�s income tax expense and deferred tax liability.  FSP 109�2 states that a company is allowed time beyond
the financial reporting period of enactment to evaluate the effect of the Act on its plan for reinvestment or repatriation
of foreign earnings for purposes of applying SFAS No. 109.  The Company has determined that it does not intend to
repatriate foreign earnings under the provisions in the Act.  Thus, the Company�s consolidated financial statements do
not reflect a provision for taxes related to this guidance.  Any such repatriation under the Act would need to occur by
December 31, 2005.

In March 2005, the FASB issued FIN 47, �Accounting for Conditional Asset Retirement Obligations, an interpretation
of FASB Statement No. 143� (FIN 47).  FIN 47 clarifies that the term conditional asset retirement obligation refers to a
legal obligation to perform an asset retirement activity in which the timing and/or method of settlement are conditional
on a future event that may or may not be within the control of the entity.  An entity is required to recognize a liability
for the fair value of a conditional asset retirement obligation if the fair value of the liability can be reasonably
estimated.  FIN 47 is effective for fiscal years ending after December 15, 2005.  The Company has evaluated the
impact of this interpretation and does not expect that it will have any material impact on its results of operations,
financial position or cash flow.

In May 2005, the FASB issued SFAS No. 154, �Accounting Changes and Error Corrections� (SFAS No. 154).  SFAS
No. 154 replaces APB Opinion No. 20, �Accounting Changes�, and SFAS No. 3, �Reporting Accounting Changes in
Interim Financial Statements,� and changes the requirements for the accounting for and reporting of a change in
accounting principle.  The Company is required to adopt SFAS No. 154 for accounting changes and error corrections
that occur after the beginning of 2006.  The Company�s results of operations and financial condition will only be
impacted by SFAS No. 154 if it implements changes in accounting principle that are addressed by the standard or
discovers errors in future periods errors which require correction.

On July 14, 2005, the FASB issued an exposure draft of a proposed Interpretation, Accounting for Uncertain Tax
Positions � an Interpretation of FASB Statement No. 109.  The proposed interpretation would require companies to
recognize the best estimate of an uncertain tax position only if it is probable of being sustained on audit by the
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taxation authorities.  Subsequently, the tax benefit would be derecognized (by either recording a tax liability or
decreasing a tax asset) when the probable threshold is no longer met and it is more likely than not that the tax position
will not be sustained.  The proposed guidance in the Interpretation would require companies to assess all uncertain tax
positions and only those meeting the probable threshold at the transition date would continue to be recognized.  The
difference between the amount previously recognized and the amount recognized after applying the proposed
Interpretation would be recorded as the cumulative effect adjustment in the statement of operations (restatement is not
permitted).  At its October 10, 2005 meeting the FASB said that its guidance for this proposed Interpretation will not
be finalized before the first quarter of 2006.  The Company has not yet determined the impact of the Interpretation on
its results of operations, financial position or cash flow.
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EGL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

Note 2 - Earnings per share

Basic earnings per share excludes dilution and is computed by dividing income available to common shareholders by
the weighted-average number of common shares outstanding for the three and nine months ended September 30, 2005
and 2004.  Diluted earnings per share reflects the potential dilution that could occur if securities or other contracts to
issue common stock were exercised or converted into common stock or resulted in the issuance of common stock that
then shared in the earnings of the entity.  Stock options are the only potentially dilutive share equivalents the
Company currently has outstanding for the three and nine months ended September 30, 2005.  In addition, shares
related to the convertible notes issued in December 2001 are included in diluted earnings per share for the nine months
and three months ended September 30, 2004.  The notes were converted to common shares in December 2004.

The table below indicates the potential common shares issuable which were included for purposes of computing
diluted earnings per common share (in thousands):

Nine Months Ended

September 30,

Three Months Ended

September 30,
2005 2004 2005 2004

(Restated) (Restated)

Net income�used in basic earnings per common share

$

39,099

$

37,988

$

19,232

$

16,575
Interest expense and deferred financing fee
amortization on convertible notes, net of tax - 2,760 - 920

Net income�used in diluted earnings per common share

$

39,099

$

40,748

$

19,232

$

17,495

Weighted-average common shares outstanding�used in
basic earnings
per common share 49,974 45,478 47,300 44,801
Net dilutive potential common shares issuable on
exercise of options 342 473 302 665
Conversion of convertible senior notes - 5,736 - 5,736

50,316 51,687 47,602 51,202
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Weighted-average common shares and dilutive potential
common shares
used in diluted earnings per common share

The table below indicates the potential common shares issuable which were excluded from diluted potential common
shares as their effect would be anti-dilutive (in thousands):

Nine Months Ended

September 30,

Three Months Ended

September 30,
2005 2004 2005 2004

Net dilutive potential common shares issuable:
On exercise of options - exercise price greater than
average market value
during period 1,215 4,213 1,277 3,899

In addition, up to 311,000 shares associated with the December 2004 grant of contingently issuable restricted stock
and options have been excluded from the basic and diluted earnings per share calculation as the contingency has not
been met.

Note 3 � Future lease obligations

The Company maintains facility accruals for its remaining lease obligations under noncancelable operating leases at
domestic and international locations that the Company has vacated due to excess capacity resulting from the Company
having multiple facilities in certain locations and changing business needs.  All lease costs for facilities being
consolidated were charged to operations until the date that the Company vacated each facility.  Vacant facility
accruals

10
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EGL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

are included in other liabilities and other non-current liabilities on the condensed consolidated balance sheet.  The
changes in these accruals during the nine months ended September 30, 2005 are as follows:

Future lease
obligations, net
of subleasing

income
(in thousands)

Accrued liability at December 31, 2004 $

6,576
Revisions to estimates 1,150
Payments (2,375)
Accrued liability at September 30, 2005 $

5,351

Amounts recorded for future lease obligations are net of approximately $18.7 million in anticipated future recoveries
from actual sublease agreements and $8.5 million from expected sublease agreements as of September 30, 2005.
 Sublease income has been anticipated only in locations where sublease agreements have been executed as of
September 30, 2005 or are deemed probable of execution.  The Company�s lease agreements for these facilities expire
from 2005 to 2025 and sublease agreements expire from 2006 to 2012.  There is a risk that subleasing transactions
will not occur within the same timing or pricing assumptions made by the Company, or at all, which could result in
future revisions to these estimates.

Note 4 � Restructuring

In June 2005, the Company announced that it was eliminating approximately 350 full-time, part-time and contractor
positions in connection with a cost reduction plan.  The reductions were primarily in the United States and Europe.
 The Company incurred a pre-tax charge of approximately $1.6 million in connection with the reductions in workforce
in the second quarter of 2005.  In Europe, the Middle East and Africa, North America and South America, the charges
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incurred in the second quarter of 2005 were approximately $1.1 million, $392,000 and $97,000, respectively.  Of this
amount, approximately $537,000 was paid in the second quarter of 2005 and the remainder was paid in the third
quarter of 2005.

Note 5 � Financing receivables

Financing receivables represent sales-type and direct-financing leases resulting from the marketing of trucks obtained
from third party manufacturers by Ashton Leasing Company.  These receivables typically have terms from three to
five years and are usually collateralized by a security interest in the underlying assets.  Financing receivables also
include billed receivables from operating leases.  The components of net financing receivables, which are included in
other current receivables and other assets, are as follows:

September 30,

2005

December 31,

2004
(in thousands)

Minimum lease payments receivable

$

21,421

$

13,116
Unearned income (7,968) (5,125)
Reserve for estimated driver defaults (259) -
Financing receivables, net 13,194 7,991

Less current portion (3,036) (1,727)

Amounts due after one year
$

10,158

$

6,264
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Note 6 � Accrued selling, general and administrative expenses and other liabilities

Accrued selling, general and administrative expenses and other liabilities consist of the following amounts:

September 30, December 31,
2005 2004

(in thousands)
General and administrative expense
accruals

$

30,211

$

28,949
Insurance payable 17,412 7,161
Other current liabilities 15,743 13,610
Accrued professional fees and legal
matters 12,480 23,723
Other accrued taxes 7,709 6,958
Vacant facilities accruals 1,668 2,525
Total $

85,223

$

82,926

Note 7 � Debt

Debt consists of the following amounts:

September 30,

2005

December 31,

2004
(in thousands)
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Financed vehicles

$

16,928

$

9,821
Borrowings on international credit
facilities 6,466 8,953
Financed software licenses and
maintenance 2,594 3,366
Mortgage payable 1,308 1,347
Notes payable to sellers 600 5,600
Other debt 5,413 3,091
Total debt 33,309 32,178

Current portion of debt 13,492 19,426

Long-term debt
$

19,817

$

12,752
Amended and Restated Credit Agreement

The Company entered into an agreement dated as of September 30, 2005 establishing a new $300 million, senior
secured revolving credit facility (the Amended and Restated Credit Agreement).  The Amended and Restated Credit
Agreement amends and restates the Company�s existing revolving credit agreement dated as of September 15, 2004, as
previously amended (the Existing Credit Agreement).  The Amended and Restated Credit Agreement is with a
syndicate of 13 financial institutions with Bank of America, N.A., as lender and administrative agent and matures on
September 30, 2010.  

The Company may use borrowings under the Amended and Restated Credit Agreement for working capital, capital
expenditures and other lawful corporate purposes, to make permitted acquisitions and investments, to pay dividends
and to repurchase its common stock.  

Amounts borrowed under the Amended and Restated Credit Agreement are guaranteed by all of the Company�s
existing and future direct and indirect domestic subsidiaries and secured equally and ratably by:

-

all of the Company�s present and future shares of capital stock of (or other ownership or profit interests in) each of its
present and future subsidiaries (limited, in the case of certain material first-tier foreign subsidiaries, to a pledge of
65% of the capital stock of such subsidiaries);

-

all of the Company�s and each of its domestic subsidiaries� present and future property and assets; and
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-

all proceeds and products of the property and assets described above.

Loans under the Amended and Restated Credit Agreement will initially bear interest at a rate per annum equal to
either, at the Company�s option, (1) LIBOR plus 1.25% or (2) the Base Rate (defined as the higher of Bank of
America, N.A.�s prime rate or 0.50% over the Federal Funds rate).  In addition, the Company is initially required to
pay a commitment fee of 0.30% on the undrawn amounts under the Amended and Restated Credit Agreement.
 Interest rates and commitment fees under the Amended and Restated Credit Agreement are subject to increase or
decrease as a function of the ratio of the Company�s Consolidated Net Funded Indebtedness to Consolidated EBITDA
(each as defined in the Amended and Restated Credit Agreement).  The Company may select interest periods of one,
two, three or six months for LIBOR loans, subject to availability.  Interest will be payable at the end of the selected
interest period, but no less frequently than quarterly.

Under the Amended and Restated Credit Agreement, the Company is subject to various covenants, including, among
others, the following:

-

a requirement that the Company maintain, on a rolling four-quarter basis, a ratio of Consolidated Net Funded
Indebtedness to Consolidated EBITDA (each as defined in the Amended and Restated Credit Agreement) of not
greater than 3.5 to 1.0 through December 31, 2006, and decreasing to 3.0 to 1.0 thereafter;

-

a requirement that, on a rolling four-quarter basis, the Company have a ratio of Consolidated EBIT to Consolidated
Interest Charges (each as defined in the Amended and Restated Credit Agreement) of at least 2.5 to 1.0 through
December 31, 2006 and increasing to 3.0 to 1.0 thereafter;

-
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a requirement that, at the end of each fiscal quarter, the Company have a ratio of book accounts receivable by the
Company and its subsidiaries to Consolidated Net Funded Indebtedness (as defined in the Amended and Restated
Credit Agreement) of at least 1.1 to 1.0; and

-

limitations on, among other things, liens indebtedness, asset sales, dividends and stock redemptions, investments and
acquisitions, transactions with affiliates and consolidations, mergers and sales of all or a substantial part of the
Company�s consolidated assets.

The Amended and Restated Credit Agreement contains events of default customary for an agreement of this type.  The
occurrence of certain specified �internal control� events which could reasonably be expected to have a material adverse
effect on the Company also constitutes an event of default under the Amended and Restated Credit Agreement.  If a
default occurs and is continuing, the administrative agent may, among other things, declare all outstanding principle
amounts immediately due and payable.

The Amended and Restated Credit Agreement contains a $75 million sub-facility for letters of credit.  The Company
had $21.5 million in letters of credit outstanding and unused borrowing capacity of $278.5 million under the Amended
and Restated Credit Agreement as of September 30, 2005.  On October 4, 2005, the Company borrowed
approximately $95.8 million under the Amended and Restated Credit Agreement to partially fund the purchase of
shares of our common stock in connection with the tender offer (See Note 8).

Note Repurchase Agreement

On October 12, 2005, the Company entered into a note purchase agreement (the Note Purchase Agreement) providing
for the issuance and sale of $100 million aggregate principal amount of floating rate, senior secured notes due October
12, 2012 (the Notes) to the purchasers named therein.  Banc of America Securities LLC acted as placement agent for
this offering.  The issuance and sale of the Notes by the Company, and the resale of the Notes by Banc of America
Securities LLC was made pursuant to one or more exemptions from the registration requirements of the Securities Act
of 1933.

13
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The Company used the proceeds from the sale of the Notes to repay the amounts outstanding under its $100 million
bridge loan facility established by an agreement (the Bridge Loan Agreement) dated as of September 30, 2005, among
the Company and the other parties thereto.  The Bridge Loan Agreement was entered into in connection with the
tender offer.  The Bridge Loan Agreement was terminated upon repayment.

The Notes are guaranteed by all of the Company�s existing and future direct and indirect domestic subsidiaries and are
secured by:

-

all of the Company�s present and future shares of capital stock of (or other ownership or profit interests in) each of its
present and future subsidiaries (limited, in the case of certain material first-tier foreign subsidiaries, to a pledge of
65% of the capital stock of such subsidiaries);

-

all of the Company�s and each of its domestic subsidiaries� present and future property and assets; and

-

all proceeds and products of the property and assets described above.

The Notes rank pari passu in right of payment with the Company�s obligations under its Amended and Restated Credit
Agreement and the obligations of the Company�s guarantor subsidiaries to guarantee the Company�s obligations under
the Note Purchase Agreement rank pari passu in right of payment with their guarantees in respect of the Amended and
Restated Credit Agreement.

Interest on the Notes will accrue at a floating rate per annum equal to LIBOR plus 1.65% for the applicable interest
period. Interest periods are defined as the three month period commencing on the closing date and each successive
three month period thereafter.  Interest on the Notes is payable quarterly in arrears on the last day of each interest
period.

Under the Note Purchase Agreement, the Company is subject to various covenants, including, among others, the
following:

Edgar Filing: EGL INC - Form 10-Q

32



-

a requirement that the Company maintain, on a rolling four-quarter basis, a ratio of Consolidated Net Debt to
Consolidated EBITDA (each as defined in the Note Purchase Agreement) of not greater than 3.5 to 1.0;

-

a requirement that the Company maintain, on a rolling four-quarter basis, a ratio of Consolidated EBIT to
Consolidated Interest Expense (each as defined in the Note Purchase Agreement) of at least 2.5 to 1.0;

-

a requirement that the Company have, at all times, a ratio of (x) book accounts receivable of the Company and certain
subsidiaries to (y) Consolidated Net Debt (as defined in the Note Purchase Agreement) of at least 1.1 to 1.0;

-

a requirement that the Company not, at any time, permit the aggregate amount of all Priority Debt (as defined in the
Note Purchase Agreement) to exceed 10% of its Consolidated Net Worth (as defined in the Note Purchase Agreement)
as of the most recently ended fiscal quarter; and

-

limitations on, among other things, liens asset sales, dividends and stock redemptions, investments and acquisitions,
transactions with affiliates and consolidations and mergers.

The Note Purchase Agreement contains customary events of default.  If a default occurs and is continuing, the Notes
then outstanding shall (either automatically or by declaration of the holders of more than 50% of the principal amount
of Notes then outstanding, depending upon the circumstances resulting in the default) become immediately due and
payable.  If an event of default occurs and is continuing because the Company failed to pay principal, interest or other
amounts due and payable on the Notes, then any Note holder may declare all of the Notes held by it to be immediately
due and payable.

14
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On October 4, 2005, the Company borrowed $100 million under the Bridge Loan Agreement, which was repaid by
borrowings under the Note Purchase Agreement.  These borrowings were used to purchase shares of the Company�s
common stock pursuant to the tender offer and to pay related fees and expenses.

International credit facilities and other debt

As of September 30, 2005, the Company had $20.4 million capacity on international credit facilities and $6.5 million
outstanding under those facilities.  Borrowings under international bank lines of credit are generally renewed upon
expiration.  The notes payable to seller is composed of a note payable to the former owners of the Company�s
wholly-owned subsidiary in Thailand, which is payable in annual installments of $200,000 through 2008.  As of
September 30, 2005, the Company has no amounts outstanding under financed insurance premiums; however, the
Company may finance future insurance premiums as the Company�s insurance policies renew.  Financed software
licenses and maintenance are payable in quarterly installments of approximately $736,000 each through March 2007.
 Loans for financed vehicles are payable in monthly payments totaling approximately $339,000 through December
2010 and have implied interest rates averaging 6.6%.

Note 8 � Share repurchase program

On April 4, 2005, the Company�s Board of Directors adopted a stock repurchase program to repurchase up to $60
million in value of the Company�s outstanding common stock depending on market conditions and other factors with
an expiration date of August 4, 2005.  On May 31, 2005, the Board of Directors approved an increase in the maximum
dollar amount of shares to be repurchased from $60 million to $120 million and extended the expiration date to
September 28, 2005.  As of September 28, 2005, the Company has repurchased a total of 5.0 million shares at an
average price of $18.98 per share for approximately $94.3 million.

On August 29, 2005, the Company�s Board of Directors authorized a modified �Dutch Auction� self-tender offer to
purchase up to 9,615,000 shares (up to $250 million) of its common stock, representing approximately 20% of its
approximately 47.2 million outstanding shares as of August 24, 2005.  The tender offer commenced on Tuesday,
August 30, 2005 and expired on Wednesday, September 28, 2005.  In the tender offer, shareholders had the
opportunity to tender some or all of their shares at a price not less than $22.50 per share or more than $26.00 per
share, net to the seller in cash, without interest.

On October 4, 2005, the Company announced the final results of the tender offer.  An aggregate of 8,085,958 shares
were properly tendered and not withdrawn at or below a price of $26.00.  Because shareholders tendered less than
9,615,000 shares, there was no proration of tendered shares.  The Company financed the tender offer with the use of
cash on hand and borrowings of $196.0 million under both the new $300.0 million line of credit facility and the
$100.0 million bridge loan that was refinanced by the issuance of $100.0 million of floating rate senior secured notes
due in October 2012 (See Note 7).  As a result, EGL accepted for purchase and paid approximately $210.2 million for
all 8,085,958 shares at a price of $26.00 per share.  Any shares received in the tender offer that were not tendered
properly were returned to the tendering shareholders.  The shares purchased pursuant to the tender offer represented
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approximately 17.1% of EGL�s outstanding shares as of September 30, 2005.

Note 9 � Earnout payments

In connection with the Company�s acquisition of Miami International Forwarders in 2003 and the buyout of a minority
interest partner in Thailand in 2001, the Company made earnout payments totaling $4.2 million in the nine months
ended September 30, 2005.

Note 10 � Guarantees

The Company guarantees certain financial liabilities, the majority of which relate to the Company�s freight forwarding
operations.  The Company, in the normal course of business, is required to guarantee certain amounts related to
customs bonds and services received from airlines.  These types of guarantees are usual and customary in the freight

15

Edgar Filing: EGL INC - Form 10-Q

35



EGL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

forwarding industry.  The Company operates as a customs broker and prepares and files all formal documentation
required for clearance through customs agencies, obtains customs bonds, facilitates the payment of import duties on
behalf of the importer and arranges for payment of collect freight charges.  The Company also assists the importer in
obtaining the most advantageous commodity classifications, qualifying for duty drawback refunds and arranging for
surety bonds for importers.

The Company secures guarantees primarily by three methods:  a $75 million standby letter of credit subfacility (Note
7), surety bonds and security time deposits, which are restricted as to withdrawal for a specified timeframe and are
classified on the Company�s balance sheet as restricted cash.

The Company issues IATA (International Air Transportation Association) related guarantees, customs bonds and
other working capital credit line facilities issued in the normal course of business.  IATA-related guarantees and
customs bonds are issued to facilitate the movement and clearance of freight.  Working capital credit line facilities
include, but are not limited to, facilities associated with insurance requirements and certain potential tax obligations.
 Generally, facilities have one-year or two-year terms and are renewed upon expiration.  As of September 30, 2005,
total IATA-related guarantees, customs bonds and other working capital credit line facilities were approximately
$71.5 million.  Approximately $51.1 million of guarantees, customs bonds and borrowings against credit line facilities
were outstanding, including guarantees of the Company�s trade payables and accrued transportation costs and
borrowings against its international credit facilities of $16.7 million which were recorded as liabilities on the
Company�s consolidated balance sheet.

Note 11 � Contingencies

EEOC legal settlement

In December 1997, the U.S. Equal Employment Opportunity Commission (�EEOC�) issued a Commissioner�s Charge
pursuant to Sections 706 and 707 of Title VII of the Civil Rights Act of 1964, as amended (�Title VII�).  In the
Commissioner�s Charge, the EEOC charged the Company and certain of its subsidiaries with violations of Section 703
of Title VII, as amended, the Age Discrimination in Employment Act of 1967, and the Equal Pay Act of 1963.

In May through July 2000, eight individuals filed suit against the Company in the United States District Court for the
Eastern District of Pennsylvania in Philadelphia, alleging gender, race and national origin discrimination, as well as
sexual harassment.  The individual plaintiffs sought to certify a class of approximately 1,000 of the Company�s current
and former employees and applicants.
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On December 29, 2000, the EEOC filed a Motion to Intervene in the Philadelphia litigation, which was granted by the
Court in Philadelphia on January 31, 2001.  In addition, the Philadelphia Court also granted the Company�s motion that
the case be transferred to the United States District Court for the Southern District of Texas � Houston Division where
the Company had previously initiated litigation against the EEOC due to what the Company believed to have been
inappropriate practices by the EEOC in the issuance of the Commissioner�s Charge and in the subsequent
investigation.

On October 2, 2001, the Company and the EEOC announced the filing of a Consent Decree settlement.  Under the
Consent Decree, the Company agreed to pay $8.5 million into a fund to compensate individuals who claim to have
experienced discrimination (�Settlement Fund�).  In addition, the Company agreed to contribute $500,000 to establish a
Leadership Development Program (�LDP�).  In entering the Consent Decree, the Company made no admission of
liability or wrongdoing.  The Consent Decree was approved by the District Court in Houston on October 1, 2001,
became effective on October 3, 2002 and expired on October 3, 2005.

The Claims administration process under the Consent Decree was completed by the Company and the EEOC in early
2005. Of the 2,073 claims received, only 203 were deemed to be eligible for a monetary distribution from the
Settlement Fund.  The total distribution amount for these 203 claims is approximately $903,000.  The Company and
the EEOC submitted a proposed agreement to the Court in February 2005 regarding disbursements of the excess funds
in the
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Settlement Fund.  On February 10, 2005 the Court entered an Order directing that the Company recapture $6.0 million
plus accrued interest from the Settlement Fund.  Release of these funds resulted in $6.0 million in income in the first
quarter of 2005.  The Court also approved the parties� agreement to transfer $1.4 million to the LDP.  From that
amount, the Company reimbursed itself $582,000 for corporate funds previously expended on LDP expenses as of
December 31, 2004.  The Court further approved the parties� agreement to retain $1.1 million in the Settlement Fund
for the payment of eligible claims.  

Notices were sent to all ineligible and eligible claimants who had forty-five days to accept a monetary distribution or
�opt out� of the Consent Decree settlement.  Through October 27, 2005, 174 eligible Claimants have been sent
settlement checks totaling approximately $808,000.  Only three Claimants have rejected awards and opted out of the
settlement.  Eligible claimants also had the option of objecting to an award, but to do so they must have notified the
Claims Administrator within thirty days of the date of their eligibility notice.  To date, all objections have been
resolved by agreement between the EEOC and the Company�s counsel.  If any funds remain in the Settlement Fund
after payment of all claims, the remainder shall be deposited in the LDP.

To the extent any of the individual plaintiffs or any other persons who have opted out of the settlement pursue
individual claims; the Company intends to continue to vigorously defend against their allegations.  The Company
currently expects to prevail in its defense of any remaining individual claims.  There can be no assurance as to what
amount of time it will take to resolve any other lawsuits and related issues or the degree of any adverse affect these
matters may have on the Company�s financial condition and results of operations.  A substantial settlement payment or
judgment could result in a significant decrease in the Company�s working capital and liquidity and recognition of a
loss in the Company�s consolidated statement of operations.

Other legal matters

In addition, the Company is party to routine litigation incidental to its business, which primarily involve other
employment matters or claims for goods lost or damaged in transit or improperly shipped.  Many of the other lawsuits
to which the Company is a party are covered by insurance and are being defended by the Company�s insurance
carriers.  The Company has established accruals for these other matters and it is management�s opinion that the
resolution of such litigation will not have a material adverse effect on the Company�s consolidated financial position.
 However, a substantial settlement payment or judgment in excess of the Company�s accruals could have a material
adverse effect on the Company�s consolidated results of operations or cash flows.

Fire damage

On January 9, 2005, the Company�s London (Thurrock) warehouse and all contents were destroyed by fire.  The
Company maintains insurance coverage for damaged property, business interruption and cargo losses with insurance
limits of $35 million for damaged property and business interruption and $10 million for cargo losses.  
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During the first quarter of 2005, the Company recorded a loss and recognized an insurance recovery of $721,000 for
property destroyed in the fire.  In February 2005, the Company received an interim payment on its property claim of
$673,000.  The Company incurred $1.2 million of pre-tax operating losses in the first quarter of 2005 as a result of the
fire.  A preliminary business interruption claim related to the fire has been submitted to our insurance carriers with a
$928,000 initial payment received in May 2005, of which $567,000, $163,000 and $198,000 are recorded in revenues,
personnel costs and other selling, general and administrative expenses, respectively, in the accompanying condensed
consolidated statement of operations.  In the first quarter of 2005, the Company recorded a liability of $6.5 million for
its estimated cargo losses due to customers and an insurance receivable of $6.5 million as the insurance recovery is
deemed probable.  As of September 30, 2005, $4.0 million of cargo claims have been settled under the Company�s
insurance policy.  An additional estimated $6.6 million of claims remain open of which $6.0 million is deemed
probable of recovery under the Company�s insurance policy.  The Company recorded a liability of $590,000 for the
estimated claims in excess of its insurance policy limits.  At September 30, 2005, a $6.0 million insurance receivable
and a $6.6 million insurance liability for these estimated cargo losses was included in the Company�s condensed
consolidated balance sheet.  
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However, existing claims could be settled in excess of the Company�s insurance limits, which could have a material
impact on its financial position, cash flows and results of operations.

Federal income tax audit

The Company�s U.S. federal income tax returns from fiscal years 2000 to 2001 are currently subject to examination by
the Internal Revenue Service (IRS).  On April 8, 2005, the Company received a Revenue Agent Report from the IRS
field examination team for which the Company was required to respond by May 16, 2005.  On May 16th, the
Company responded with a protest in response to the Agents Report contesting the proposed adjustments.  On June
8th, the IRS prepared a rebuttal report to the Company�s protm:0px"> 

� select, retain, evaluate and, as appropriate, terminate and replace the independent registered public accounting firm;

� review and, as appropriate, approve, prior to commencement, all audit and non-audit services to be provided by the independent
registered public accounting firm;

� review regularly with management, the director of internal audit and the independent registered public accounting firm, the audit
report and related management letter, any audit problems, questions or difficulties, the disposition of all audit adjustments, and all
significant financial reporting issues and judgments and management�s responses thereto;

� resolve or direct the resolution of all material disagreements between management and the independent registered public accounting
firm regarding accounting and financial reporting;

� review with management and the independent registered public accounting firm all reports delivered by the independent registered
public accounting firm with respect to critical accounting policies and practices used, alternative treatments of financial information
available under generally accepted accounting principles and other written communications between the independent registered
public accounting firm and management, together with their ramifications and the preferred treatment by the independent registered
public accounting firm;

� meet at least once annually with management, the director of the internal audit department, the General Counsel and the independent
registered public accounting firm in separate sessions to discuss any matters that any of them believe should be discussed privately;

� assess the adequacy of codes of conduct, including codes relating to business integrity, ethics and conflicts of interest,
confidentiality, public disclosure and insider trading and, as appropriate, adopt changes thereto, and otherwise discharge its
responsibilities with respect to the adoption, improvement and implementation of the code of conduct;
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� direct the establishment of procedures for the receipt and retention of, and the response to, complaints received regarding accounting,
internal control or auditing matters;

� direct the establishment of procedures for the confidential and anonymous submission by employees of concerns regarding
questionable accounting or auditing matters; and

� review and approve the Company�s decisions to enter into swaps and other derivatives and hedging transactions, and review and
discuss with management applicable policies governing the use of swaps subject to the end-user exception.

No member of the Audit Committee serves as a member of an audit or similar committee of more than three public companies.

Organization, Compensation and Pension Committee

The Compensation Committee assists the Board in discharging and performing its duties and responsibilities with respect to management
compensation and succession planning, employee benefits and director compensation. To the extent that the Compensation Committee deems
appropriate or desirable, it may appoint one or more subcommittees and delegate to any such subcommittee the authority to make (including
determining the terms and conditions of) grants or awards under, and to otherwise administer, bonus and incentive compensation plans and
programs.
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Without limiting the scope of such activities, the Compensation Committee has authority and responsibility to:

� review and approve annually the goals and objectives relevant to compensation of the Chief Executive Officer, evaluate the Chief
Executive Officer�s performance in light of those goals and objectives, and set the Chief Executive Officer�s compensation based on
such evaluation;

� review and evaluate annually the compensation (including incentive compensation) for other executive officers and review the
compensation of other members of senior management and other employees generally and determine compensation for directors;

� assess organizational systems and plans, including those relating to management development and succession planning, including
contingency planning for unanticipated sudden developments;

� administer stock-based compensation plans and such other programs as may be designated by the Board;

� assess whether compensation programs present unreasonable risks;

� be directly responsible for the appointment, compensation and oversight of the work of any compensation consultant , legal counsel
or other advisor (only after taking into consideration all factors relevant to their independence) retained by the Committee; and

� review the Compensation Discussion and Analysis for inclusion in our proxy statement.
For a further discussion of the processes and procedures involved, please see �Compensation of Executive Officers and Directors�Compensation
Discussion and Analysis.�

Nominating and Governance Committee

The Nominating Committee assists the Board in discharging and performing its duties and responsibilities with respect to nomination of
directors, selection of committee members, assessment of performance of the Board and other corporate governance matters. Without limiting
the scope of such activities, the Nominating Committee has authority and responsibility to:

� review candidates for nomination for election as directors submitted by directors, officers, employees, stockholders and others;

� review at least annually the current directors of our Board to determine whether such individuals are independent under the listing
standards of the NYSE and applicable SEC rules; and

� review and report to the Board on a periodic basis with regard to matters of corporate responsibility, diversity and sustainability
performance, including trends and impacts to our business of environmental, social and governance issues.

The Nominating Committee annually assesses the composition of our Board and its standing committees to determine whether they comply with
requirements under our Governance Guidelines and committee charters, SEC rules, NYSE listing standards and applicable laws, and possess the
core competencies, skills, qualifications and characteristics described above (see �Director Qualifications�). In addition, the Nominating
Committee undertakes succession and other planning as to the future needs of the Company. The Nominating Committee gathers suggestions as
to individuals who may be available to meet those future needs from a variety of sources, such as past and present directors, stockholders,
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colleagues, retained search firms, and other parties with whom we have business dealings, and undertakes a preliminary review of the
individuals suggested. The preliminary review may include preliminary searches of public information available about the individuals. At such
times as the Nominating Committee determines that a relatively near term need exists and if, following a preliminary review, the Nominating
Committee believes that an individual may strengthen the core competencies and possess the skills, qualifications and characteristics described
above, the Nominating Committee will contact the individual to ascertain his or her interest in serving us and obtain further information about
and insight as to such
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individual. In connection therewith, the Nominating Committee typically reviews detailed resumes and reports, contacts references, conducts in-
depth interviews and undertakes in-depth searches of public information. Based thereon and on the Nominating Committee�s evaluation of other
potential nominees and the Company�s needs, the Nominating Committee determines whether to recommend nomination of the individual for
election as a director.

There are no material differences in the manner in which the Nominating Committee evaluates nominees for election as a director whether
recommended by a stockholder or otherwise recommended or known to the Nominating Committee. To submit a nominee for election as a
director for consideration by the Nominating Committee, a stockholder must submit a written notice to that effect to our Secretary at our
corporate headquarters. Any such notice must comply with the requirements under our by-laws and applicable laws. See �Other Information�When
Are Stockholder Proposals for the 2015 Annual Meeting Due� and �What Information is Required for Stockholder Proposals and Nominations.�

Special Committee

In February 2015, our Nominating and Governance Committee, which is Chaired by Mr. Milikowsky, voted 2 to 1 (with Mr. Milikowsky and
Ms. Finerman voting in favor and Mr. Carson voting against) to recommend a slate of seven nominees for election to the Board at the Annual
Meeting consisting of the same seven nominees that Mr. Milikowsky had recommended as a stockholder. During the Nominating and
Governance Committee meeting, Mr. Carson suggested that Ms. Finerman and Mr. Milikowsky recuse themselves from recommending the same
slate that Mr. Milikowsky had nominated as a stockholder. Neither Ms. Finerman nor Mr. Milikowsky so recused themselves.

A majority of the Board rejected the Nominating and Governance Committee�s recommendation (Messrs. Jardini and Milikowsky voted in favor
of the recommendation; Messrs. Carson, Danjczek, and Hawthorne and Ms. Morris voted against the recommendation; and Ms. Finerman
recused herself from the vote).

A majority of the Board believed there was a conflict of interest with respect to the members of the Nominating and Governance Committee
who are also members of the same slate that Mr. Milikowsky has nominated in his capacity as a stockholder. As a result, the Board established a
special committee of the Board, consisting of directors that are not members of Mr. Milikowsky�s slate, to run the Annual Meeting process (the
�Special Committee�). Messrs. Jardini and Milikowsky voted against adoption of the establishment of the Special Committee. Messrs. Carson,
Danjczek, and Hawthorne and Ms. Finerman and Ms. Morris voted for the establishment of the Special Committee.

Accordingly, for purposes of the Annual Meeting, the Special Committee performed the functions of the Nominating and Governance
Committee.

Board Committee Membership Roster as of March 1, 2015

Name Audit and Finance
Organization, Compensation

and Pension
Nominating and

Governance
Randy W. Carson x x
Thomas A. Danjczek (1) x x* 
Karen Finerman x
David R. Jardini (1) x
Nathan Milikowsky x x* 
M. Catherine Morris (1)(2) x* 

* Committee Chairperson.

(1) Ms. Morris and Messrs. Danjczek and Jardini have each been designated by our Board as an �audit committee financial expert� within the
meaning of the SEC rules under the Sarbanes-Oxley Act of 2002.
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(2) Ms. Morris is the Senior Vice President and Chief Strategy Officer for Arrow Electronics, Inc., a leading global distributor of electronic
components and computer products with more than $22.8 billion in revenues. Ms. Morris has served in this position since 2008 and leads
strategic initiatives for Arrow, including global merger and acquisition activity. Prior to her current position, Ms. Morris was President of
Arrow�s Enterprise Computing Solutions (ECS) business segment, with responsibility for managing Arrow�s computer products business in
North America and Europe, and which doubled in size to over $5 billion in annual revenues under her leadership. Ms. Morris has over 25
years of experience in computer products and electronic components distribution and has held a number of senior leadership roles at
Arrow, including Vice President of Support Services in North America, Vice President of Finance and Support Services for Arrow ECS,
and Vice President of Corporate Development. Ms. Morris joined Arrow in 1994 through its acquisition of Anthem Electronics, where she
served as Vice President of Finance and Corporate Controller. Prior to joining Anthem, Ms. Morris held various financial leadership roles
in the banking and manufacturing industries.

Compensation Committee Interlocks and Insider Participation

None of Randy W. Carson, Thomas A. Danjczek, or Nathan Milikowsky, the members of the Compensation Committee, served as an officer or
employee of GrafTech or any of its subsidiaries at any time from 2011 to 2014. During 2014, no executive officer of GrafTech served as a
director or member of the compensation committee (or other committee serving an equivalent function) of any other entity, an executive officer
of which served as a director or member of the Compensation Committee.

33

Edgar Filing: EGL INC - Form 10-Q

Table of Contents 45



Table of Contents

AUDIT AND FINANCE COMMITTEE REPORT

The Audit and Finance Committee reviews GrafTech�s financial reporting process on behalf of the Board. Management has the primary
responsibility for establishing and maintaining adequate internal financial controls, for preparing the financial statements and for the public
reporting process. PricewaterhouseCoopers LLP, or PwC, the Company�s independent registered public accounting firm for 2014, was
responsible for expressing opinions on the conformity of the Company�s audited financial statements with generally accepted accounting
principles and on the Company�s internal control over financial reporting.

In this context, the Audit and Finance Committee has reviewed and discussed with management and PwC the audited financial statements for the
year ended December 31, 2014 and PwC�s evaluation of the Company�s internal control over financial reporting. The Audit and Finance
Committee has discussed with PwC the matters that are required to be discussed with PwC, including the matters required to be discussed by
Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1, AU Section 380), as adopted by the Public
Company Accounting Oversight Board in Rule 3200T, including the scope of the auditor�s responsibilities and whether there are any significant
accounting adjustments or any disagreements with management. PwC has provided to the Audit Committee the written disclosures and the letter
required by applicable requirements of the Public Company Accounting Oversight Board regarding the independent registered accounting firm�s
communications with an audit committee concerning independence, and the Audit Committee has discussed with PwC that firm�s independence.
The Audit and Finance Committee has concluded that PwC�s provision of audit and non-audit services to the Company is compatible with PwC�s
independence.

Based on the review and discussions referred to above, the Audit and Finance Committee recommended to the Board that the audited financial
statements for the year ended December 31, 2014 be included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2014
(the �Annual Report�) for filing with the SEC. This report is provided by the following independent directors, who comprise the Audit and Finance
Committee:

AUDIT AND FINANCE COMMITTEE

M. Catherine Morris, Chairwoman

Thomas A. Danjczek

David R. Jardini
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COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS

Compensation Discussion and Analysis

We have designed a compensation program for our named executive officers that is driven by our strategic goals with the primary emphasis on
paying for performance. This section of this proxy statement describes the executive compensation program and explains the compensation
policies and decisions of the Compensation Committee with respect to our named executive officers. The compensation program for these
employees primarily consists of a base salary, cash incentive awards and equity awards.

During 2014, our named executive officers were:

� Joel L. Hawthorne, President and Chief Executive Officer, beginning January 17, 2014 (previously President, Engineered Solutions)

� Craig S. Shular, Chairman, President and Chief Executive Officer, until January 17, 2014, and Executive Chairman, until May 21,
2014

� Erick R. Asmussen, Vice President and Chief Financial Officer

� Darrell A. Blair, President, Industrial Materials, beginning November 1, 2014

� Petrus J. Barnard, Vice President and President, Industrial Materials, until November 1, 2014

� Lionel D. Batty, President, Engineered Solutions, beginning January 17, 2014

� John D. Moran, Vice President, General Counsel and Secretary
Executive Summary

Leadership Changes

In January 2014, Mr. Hawthorne was promoted from President, Engineered Solutions to Chief Executive Officer when Mr. Shular retired from
that position. Mr. Hawthorne joined our financial team as Director of Investor Relations in 1999. During his time in Investor Relations, he was
an integral part of the management team that turned around the Company. As part of this team, he played a key role in various equity, bond and
bank debt offerings. In 2001, he moved into operations as Director of Electrode Sales & Marketing, United States and Canada. In 2003, he was
promoted to Director of Electrode Marketing and Sales for the Americas and, in 2005, he was appointed Director of Worldwide Marketing and
Americas Sales. During this period, he was instrumental in the development of global sales and marketing strategies and execution for the
graphite electrodes business and a driving force in more than doubling sales to over $1 billion. In 2009, Mr. Hawthorne was appointed as Vice
President, Global Marketing & Sales, Industrial Materials, with responsibility for worldwide sales, strategy and tactical planning. In 2011,
Mr. Hawthorne was promoted to President, Engineered Solutions and for three years he led the segment to more than 20% annual sales growth
rates through many successful new product introductions.

In January 2014, Mr. Shular retired as Chief Executive Officer and President and became the Company�s executive Chairman, a position that he
held until May 21, 2014.

In January 2014, Lionel Batty was promoted to President, Engineered Solutions after over 30 years with the Company, including service as
President of the graphite electrode business for the prior two years.
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In November 2014, Darrell Blair was promoted from Vice President�Global Sales, for the graphite electrode business, to President, Industrial
Materials. Mr. Blair joined the Company in 1980 at its facility in Columbia, Tennessee. His extensive commercial, operations, and customer
technical service experience includes international assignments in Puerto Rico, Mexico, Singapore, Hong Kong, and, for the past eleven years,
Switzerland. Mr. Blair�s appointment followed the retirement of Dr. Pieter Barnard, the segment�s former President, effective November 1, 2014,
after a 42-year career spanning three continents and a multitude of roles.
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Compensation Framework

We provide an executive compensation program that is focused on promoting performance and long-term stockholder value. The design and
operation of the program reflect the following objectives:

� Driving long-term financial and operational performance that will deliver value to our stockholders, including through incentives that
drive return based performance, propel growth, and increase stockholder value.

� Attracting and retaining talented executive leadership.

� Providing competitive pay opportunities relative to equivalent positions with other global companies of comparable size and
complexity as well as within the Company.

� Motivating executives to achieve or exceed Company and individual performance goals that are difficult to achieve.

� Aligning the interests of our executives with those of our stockholders by encouraging equity ownership.
Our executive compensation program emphasizes pay for performance through annual cash incentive and long-term incentive programs, which
collectively are the majority of our named executive officers� targeted annual compensation. The annual cash incentive (bonus) plan and a
substantial portion of the long-term incentive (equity incentive) plan only provide value if specific pre-established financial and performance
goals are achieved. Achievement of such goals requires diligent management focus and significant effort. In addition, our executives receive
base salaries based on competitive market data, individual performance and other factors, as well as retirement and other customary welfare
benefits.

Performance Summary

For the past 18 months, we have been driving change throughout the organization to build sustainable operating leverage and dramatically
improve results in the face of a difficult and demanding environment in our Industrial Materials segment and market headwinds in our
Engineered Solutions segment. Specifically, we took the following actions:

� Launched and successfully completed an ongoing Company-wide cost savings program, aimed at achieving total annual cost savings
of more than $120 million (approximately $100 million of which are cash savings -approximately 10 percent of annual sales) and
directly improving EBITDA.

� Optimized the graphite electrode manufacturing platform by rationalizing the two highest cost manufacturing sites through, among
other things, total company headcount reductions of approximately 20 percent, which will reduce annual capital expenditures by
approximately $10 million.

� Simplified the operating and management structure to decentralize the organization, accelerate decision-making, and improve
responsiveness to changes in customer demand.

� Redesigned the Company�s research and development function to accelerate innovation for new product development and commercial
introduction and to maximize the efficiency of development costs.
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� Downsized the Company�s corporate functions, including headcount and other SG&A reductions, by approximately 20 percent.

� Rationalized and streamlined under-performing product lines.

� Increased borrowing capacity by over $125 million in the past nine months.

� Reduced inventory significantly, generating approximately $80 million of cash in 2014.

� Continued development of new products, which contributed approximately 30 percent of the revenue in the Engineered Solutions
segment in 2014, and will provide long-term value creation for the Company and its stockholders.
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Summary Analysis of Competitive Levels of Pay, Dilution, and Stock Ownership Guidelines

In its 2014 review of the compensation levels of our named executive officers and use of equity awards as incentives, the Compensation
Committee�s independent compensation consultant (Mercer) concluded that:

� In the aggregate, our base salary levels (without regard to temporary salary reductions) and target total cash compensation are
competitive to market median levels compared to our Compensation Peer Group, although some variability exists from position to
position.

� Total direct compensation opportunities for the named executive officers are competitive, with levels at 93% of the market median.
We generally consider compensation to be competitive if it falls within a range of 90% to 110% of the market median for base salary
and total target cash compensation and 85% to 115% for total direct compensation.

� Overall, both actual total cash and actual total direct compensation for our named executive officers were significantly below market
levels due to no bonus payout for 2013 performance.

� Our dilution and run rate levels are at or below the 25th percentile of the Compensation Peer Group (described below under �Peer
Groups-Compensation Peer Group�).

� Our named executive officers are in compliance with our stock ownership guidelines, which are generally aligned with
Compensation Peer Group levels.

2014/2015 Compensation Decisions

The following summary highlights the Compensation Committee�s key compensation decisions effective for 2014:

� To address the difficult global economic conditions we faced in 2014, management once again recommended, and the Board and the
Compensation Committee determined to make, no upward adjustments to our named executive officers� salaries in 2014 other than in
connection with promotions to positions of greater responsibility. This is the third consecutive year that no such upward adjustments
were made (other than due to promotions).

� In October 2014, we suspended the non-qualified matching allocations and non-qualified retirement contributions for our named
executive officers and certain other corporate officers.

� We established stretch goals for our 2014 annual cash incentive (bonus) program:

� At management�s recommendation, the Compensation Committee approved an annual bonus program for 2014 under which
target performance would result in payouts at 25% of an individual�s targeted bonus (instead of 100%) and threshold
performance would result in no payout.

� This recommendation was based on the challenging economic environment the Company was facing and in recognition that
the annual business plan targets were lower than actual 2013 results.
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� Our 2014 performance resulted in no payouts for our named executive officers.
The following summary highlights the Compensation Committee�s key compensation decisions effective for 2015:

� Upon management�s recommendation, the base salaries of our named executive officers were temporarily reduced by 10% for the
CEO and 5% for the other named executives and certain other corporate officers effective in 2015.

� For our 2015 annual bonus program, we adopted performance measures based 50% on business unit Operating Income and 50%
based on Company-as-a whole Operating Income. In our 2013 and 2014 annual bonus programs, performance measures were based
on EBIT/Operating Income (50%) and Free Cash Flow (50%). The change is intended to support our drive to simplify our operating
and management structure, decentralize the organization, accelerate decision-making, and improve responsiveness to changes in
customer demand.
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� In selecting the performance measures for performance share units awarded in 2014 under our long-term incentive plan for the
performance period 2015�2017:

� The Compensation Committee decided that Total Shareholder Return (TSR) and Free Cash Flow were effective measures to
align incentives with Company performance and stockholder value.

� The Compensation Committee also believed that those performance measures reflect the full impact of acquisitions and
capital allocation decisions.

2014 Stockholder Vote on Executive Compensation

At the 2014 annual meeting of stockholders, in connection with a non-binding advisory vote by stockholders, our executive compensation was
approved by approximately 93% of the votes cast.

Reaction to Shareholder Say on Pay Vote

In connection with reviewing our executive compensation programs for 2015, the Compensation Committee considered the favorable results of
the advisory votes from prior annual meetings of stockholders, as well as feedback from institutional investors. Taking those considerations into
account, the Compensation Committee took the actions described above to further reinforce the objectives of our performance based
compensation

We are committed to pay for performance. With respect to our named executive officers, this is demonstrated, with limited exceptions (1) by
three consecutive years of base salary freezes, (2) no annual bonus payments, (3) no long-term incentive payouts, (4) temporary salary
reductions, and (5) reductions in benefits.

The Compensation Committee will continue to focus on responsible executive compensation practices that attract, motivate and retain high
performance executives, that reward those executives for the achievement of short-term and long-term performance, that support our other
executive compensation objectives (including long-term career development and retention goals), that drive return based performance and propel
growth and increases in stockholder value, and that take into consideration feedback from our stockholders.

Executive Compensation Philosophy and Approach

Our philosophy is to provide market competitive pay for achieving targeted results. We target named executive officer total direct compensation
packages that are competitive against the median compensation for equivalent positions with other global corporations of comparable size and
complexity that comprise our Compensation Peer Group described below under �Peer Groups�Compensation Peer Group.� We believe that a
median target provides a sufficiently competitive compensation opportunity to attract, retain and motivate our executives in a manner that
enhances stockholder value. We also emphasize a pay-for-performance approach and structure our compensation program so that a significant
proportion of total compensation is variable in the form of annual and long-term performance-based incentive compensation. The majority of the
annual total direct compensation opportunity of our named executive officers presently employed is �at risk� as illustrated (based on 2015 base
salaries, not taking into account temporary salary reductions, and incentive targets) by the following table:

Total Targeted Direct Compensation

Salary ICP EIP Total
Joel L. Hawthorne 19% 19% 62% 100% 
Erick R. Asmussen 32% 21% 47% 100% 
Lionel D. Batty 32% 21% 47% 100% 
Darrell A. Blair 32% 21% 47% 100% 
John D. Moran 35% 20% 45% 100% 
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Our performance measures are set at target levels that are expected to be achieved, but represent a level of difficulty that requires diligent
management focus and attention and does not ensure value if our stretch performance objectives are not attained. Our named executive officers
are required to devote significant effort and produce significant results to attain payment for performance at, or above, our goals. Annual
incentives include business unit objectives for positions that require the management of business units and corporate objectives for other
positions.

We also evaluate individual performance based on pre-established criteria, which we use in establishing base salary levels and for making
negative adjustments to annual cash incentive awards. A portion of our long-term incentive opportunities are equity awards that realize value
based on performance over a designated period. We believe that these criteria align the interests of our named executive officers with the
interests of GrafTech and its stockholders and that achievement of the criteria will enhance stockholder value. Specifically, the Compensation
Committee reviews: the competitiveness of the current compensation levels of our named executive officers; our pay and performance relative to
those of our peer organizations; typical market practices surrounding short- and long- term incentive programs; dilution and run-rate levels at
GrafTech and our peer organizations; and our share ownership guidelines compared to peers.

We encourage retention and long-term value creation by offering long-term incentives that can be earned or vested over several years as well as
a competitive package of benefits. In order to align our key executives� interests with those of our stockholders, we grant equity interests and
encourage ongoing stock retention by our named executive officers, all of whom are subject to minimum ownership guidelines.

The Compensation Committee reviews the following compensation elements for each named executive officer: base salary; annual cash and
long-term equity incentive compensation levels; retirement; health, life, and disability insurance; and vacation. The Compensation Committee
considers each individual named executive officer�s level and complexity of responsibility, experience and skills, and performance in his or her
position over time in considering changes to that named executive officer�s total compensation opportunity. Our management provides the
Compensation Committee with tally sheets that include an analysis of the total compensation paid to, and other information with respect to, each
named executive officer and information concerning the performance of such named executive officer. The tally sheets are used to benchmark
the named executives� compensation against the Compensation Peer Group. Together with evaluations of the executives� performance, the tally
sheets are also used to develop recommended compensation actions for changes in base salaries and alignment of annual and long-term incentive
levels. In determining each named executive officer�s compensation package, the Compensation Committee reviews management�s
recommendations, considers how each element of compensation as well as the total compensation package compare with the market median for
the named executive officer, the named executive officer�s performance and the Company�s internal pay equities. Chief Executive Officer
compensation is determined by the Compensation Committee in consultation with Mercer.

Compensation Consultant

The Compensation Committee followed a careful selection process before it retained Mercer in 2009 as its third-party consultant on executive
compensation matters and has engaged Mercer each year since then. Mercer serves at the sole pleasure of the Compensation Committee and
works with the Compensation Committee and management on the organization, strategy, structure and effectiveness of our executive
compensation program.

Mercer also assists the Compensation Committee in its process of reviewing the peer group of companies used to benchmark pay practices and
the peer group against which our long-term performance incentives are measured, reviewing the compensation programs of members of the peer
groups and making recommendations and providing detailed analysis of, and advice with respect to, the compensation of our named executive
officers and the overall effectiveness of our executive compensation program.
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In connection with the Compensation Committee�s most recent engagement of Mercer for compensation advisory services, and in accordance
with the rules issued under the Dodd-Frank Act, each of the following independence factors was considered:

� The provision of other services to the Company by Mercer and its affiliates.

� The amount of fees received from the Company by Mercer and its affiliates, as a percentage of its and its parent company�s
consolidated total revenue.

� The policies and procedures adopted by Mercer and its affiliates that are designed to prevent conflicts of interest.

� Any business or personal relationship of our Mercer consultants with a member of the Compensation Committee.

� Mercer and our Mercer consultants� ownership of Company stock.

� Any business or personal relationships between our executive officers and our Mercer consultants, Mercer, and Mercer�s parent
company.

The Compensation Committee concluded that there was no conflict of interest associated with its engagement of Mercer and that Mercer was
independent with the meaning of NYSE rules.

Peer Groups

When determining an executive�s overall compensation package, the different elements of compensation are considered in light of the
compensation packages provided to similarly situated executives at comparable companies, which we refer to as our �Compensation Peer Group�,
as well as the role the executive is expected, and should be able, to play in achieving our short- and long-term goals. The Compensation Peer
Group, as well as the Performance Peer Group described below, have been constructed to include organizations of comparable size, revenue,
assets, employees, market capitalization, complexity, business focus and geographical scope.

Compensation Peer Group

The Compensation Peer Group currently consists of 18 publicly-traded companies in industries similar or related to our own and with revenues
comparable to our historical revenue level. Our Compensation Peer Group is adjusted from time to time to reflect the impact of acquisitions, or
other significant events to ensure the reference companies continue to meet the established criteria for comparison. There were no changes in the
composition of our Compensation Peer Group between 2013 and 2014.

The 2013 median revenue of the Compensation Peer Group was $1.5 billion (based on revenues reported in each company�s annual report on
Form 10-K) compared to our 2013 revenue of $1.2 billion. The 2014 Compensation Peer Group consisted of the following companies:

Acuity Brands, Inc. Franklin Electric Co, Inc.
Actuant Corporation IDEX Corporation
Amkor Technology, Inc. Materion Corporation
Barnes Group Inc. MKS Instruments, Inc.
Belden Inc. Nordson Corporation
Carpenter Technology Corporation Polypore International, Inc.
Encore Wire Corporation Powell Industries, Inc.
Enersys Watts Water Technologies, Inc.
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Performance Peer Group

We adopted an �expanded peer group� against which to measure performance for our long-term incentives for awards granted in 2012 and 2013
and which we refer to as our Performance Peer Group. Our Performance Peer Group is comprised of our Compensation Peer Group plus 11
additional companies that are primarily engaged in the design, manufacture, and supply of electrical equipment.

The identity of the additional companies included in our Performance Peer Group is adjusted from time to time to reflect the impact of
acquisitions, divestitures or other significant events to ensure the reference companies continue to meet the established criteria for comparison.
In addition to the peers included in our Compensation Peer Group, the Performance Peer Group includes the following 11 companies in the
electrical equipment industry with 2013 revenues ranging from approximately $724 million to $3.4 billion:

A. O. Smith Corporation II-VI Inc.
Brady Corporation International Wire Group, Inc.
Crane Co. Mueller Water Products, Inc.
Donaldson Company Inc. Regal-Beloit Corporation
Entegris, Inc. SunPower Corporation
First Solar Inc.

Structure of Executive Compensation Program

Components

We believe that our executive compensation program, each element alone and in total, effectively achieves our objectives. The primary elements
of our executive compensation program, which are key to the attraction, retention and motivation of our named executive officers, are shown in
the following table.

Element Objective Key Features
Base Salary �        Values the competencies, skills, experience

and performance of individual executives.

�        Attracts and retains executive talent by
providing a fixed level of compensation that is
financially stable and not �at risk.�

�        Targeted at the median of our Compensation
Peer Group, since we strive to have the majority
of executive officer pay �at risk� and tied to
Company performance.

Executive Incentive

Compensation Plan (�Executive
Plan� or �ICP� or �bonus plan�)

�        Provides competitive incentives to executive
officers by having a portion of their annual cash
compensation dependent upon annual
performance and �at risk.�

�        Motivates and rewards executives for the
achievement of targeted financial and strategic
operational goals.

�        Our annual cash bonus plan provides for
awards targeted at market median.

�        For 2014, the performance measures were
Operating Income (50%) and Free Cash Flow
(50%).

�        For 2015, the performance measures are
Operating Income of Business Units (50%) and
Operating Income of Company as a whole (50%).
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Element Objective Key Features

2005 Equity Incentive Plan (�Equity
Incentive Plan,� �2005 Plan,� �EIP,� or
�long-term equity incentive�)

�        Retain executive officers and align their
interests with those of stockholders.

�        Motivate and reward executives for the
achievement of long-term financial goals and
creation of stockholder value.

�        Awards targeted at market median award
levels. Grants in 2014 included a mix of:

�        stock options (20%),

�        restricted stock units (30%), and

�        performance share units (50%).

�        Performance share unit awards, granted in
November 2014, are based on Free Cash Flow
(50%) and Total Shareholder Return (50%) over
the three- year performance period (2015-2017).

Retirement Savings Plan �        Provide competitive market-based retirement
savings benefits in a tax- efficient manner.

�        Broad-based plan under which we make
matching contributions that vary, based on the
employee�s contribution, on eligible earnings up to
the Code limit of $265,000 for 2015.

Compensation Deferral

Plan

�        Provides savings in a tax-efficient manner. �        Matching contributions that are comparable
to the Retirement Savings Plan on eligible
earnings in excess of the Code limit of $265,000
for 2015.

Health, Welfare and Other
Benefits

�        Attract and retain key executives by
providing competitive health, welfare and other
benefits.

�        Generally, benefits are made available to
executive officers on the same basis as benefits
are made available to other eligible employees.

Performance measure definitions

For purposes of our incentive compensation plans:

� �EBIT� means earnings before interest and taxes.

� �EBITDA� means EBIT before depreciation and amortization.

� �EPS� means earnings per share.

� �Free Cash Flow� means cash flow from operations after capital expenditures.

� �Operating Income� means net sales less cost of sales, research and development costs, and selling and administrative costs.

� �ROIC� means return on invested capital.
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� �Total Shareholder Return� or �TSR� means return to shareholders over time based on changes in the price of a share of stock plus, if
applicable, dividends and distributions.
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The foregoing definitions are subject to and qualified by reference to the calculation methods set forth in the applicable plan, Compensation
Committee minutes and related documents. Our calculation methods for these performance measures provide for certain adjustments, including
the inclusion or exclusion of certain special items not specifically mentioned above, which may differ from performance period to performance
period.

Base Salaries

We provide base salaries to our named executive officers that we believe are competitive to attract and retain key executive talent and to provide
a compensation component that is financially stable. Base salaries for our named executive officers are targeted at the market median of the
Compensation Peer Group, with individual variations based on job scope, tenure, promotions, retention risks, and performance. Base salaries
also form the basis for calculating other compensation opportunities for our named executive officers. For example, an executive�s base salary is
used to determine each executive officer�s annual and long-term incentive opportunity levels and is included in the formula for calculating
severance benefits in the event of termination of the executive�s employment in connection with a change in control and under severance plans.

Year-to-Year Base Rate Annualized Salary Changes

In January 2014, Mr. Hawthorne was promoted from President, Engineered Solutions to Chief Executive Officer when Mr. Shular retired from
that position. In connection with Mr. Hawthorne�s appointment as Chief Executive Officer, the Compensation Committee approved certain
modifications to his compensation arrangements. In light of his new responsibilities, Mr. Hawthorne�s annual base salary was increased to
$700,000.

Upon Mr. Shular�s retirement as Chief Executive Officer and President, he became executive Chairman, a position that he held until May 21,
2014. In connection with Mr. Shular�s transition to executive Chairman, the Compensation Committee reduced his annual base salary to
$600,000.

In January 2014, Lionel Batty was promoted to President, Engineered Solutions. Mr. Batty�s base salary was adjusted from $280,000 to $300,000
in connection with his promotion.

In November 2014, Darrell Blair was promoted from Vice President�Global Sales, for the graphite electrode business, to President, Industrial
Materials. His base salary for 2014 reflects international variations in compensation arrangements and benefits, in addition to cost-of-living
differences and currency fluctuations. In November 2014, the Compensation Committee approved changes in Mr. Blair�s compensation
arrangement effective upon his relocation to the United States in 2015.

Effective December 2014, after Mr. Barnard�s retirement, the Company and Mr. Barnard entered into a consulting agreement under which
Mr. Barnard was engaged to perform services through March 31, 2015 to facilitate the transition of the Industrial Materials business segment to
a decentralized structure and additional work as mutually agreed. Mr. Barnard was compensated for services performed at the rate of $1,500 per
billable day. Under the consulting agreement, Mr. Barnard was expected to provide services four out of every 20 business days on a rolling
basis.

In connection with the changes to the named executive officers� compensation in 2014 due to promotions and changes in responsibilities, the
Compensation Committee received reports and recommendations from Mercer, including assessments of market practices, benchmarking
analysis and evaluations of overall compensation and alignment of incentives with shareholder values.

In 2014, the Compensation Committee, with assistance from Mercer, assessed the competitiveness of the base salaries of our named executive
officers. Mercer provided the Compensation Committee with a detailed analysis of its executive compensation review of our named executive
officers. This executive compensation

43

Edgar Filing: EGL INC - Form 10-Q

Table of Contents 61



Table of Contents

review and analysis showed that, although several of our named executive officers� base salaries were below market median, in the aggregate our
named executive officers� base salary levels approximate market median levels (without regard to temporary salary reductions). Mercer generally
considers base salary and total cash compensation to be competitive if it falls within a range of 90% to 110% of the market median for base
salary.

As noted above, for the third consecutive year, in light of the challenging economic environment and at management�s recommendation, the
Compensation Committee decided not to provide any salary increases in 2014 for our named executive officers other than in connection with
upward adjustments due to promotions to positions of greater responsibility. As also noted above, the base salaries of our named executive
officers were temporarily reduced by 10% for the CEO and 5% for the other named executives and certain other corporate officers effective in
2015.

Short-Term Incentives through the Executive Incentive Compensation Plan

The purpose of the Executive Incentive Compensation Plan, or the ICP or annual ICP, is to provide competitive incentives to executive officers
by having a portion of their annual cash compensation dependent upon annual performance and to motivate and reward executives for the
achievement of targeted annual financial and operational goals that create stockholder value.

Under the annual ICP, payments are generally made in cash (although the ICP permits payments to be made in cash or stock or a combination
thereof), assuming applicable performance measures are achieved and individual criteria satisfied.

Based on 2014 performance, no bonuses were paid to our named executive officers.

Our performance measures for our annual ICP are set at target levels that are expected to be achievable, but represent a level of difficulty that
requires diligent management focus and attention and does not ensure value if our stretch performance objectives are not attained. At
management�s recommendation, the Compensation Committee approved an annual bonus program for 2014 under which payouts upon
achievement of targets plans would be at 25% of targeted bonus level instead of the 100% as has been historically used (50% in 2013).
Correspondingly, threshold payout was reduced from 25% to 0%, with achievement of performance goals above threshold but below target
resulting in payouts based on a formula adopted by the Compensation Committee. This recommendation was based on the challenging economic
environment the Company was facing and in recognition that the targets were lower than actual 2013 results. Our named executive officers are
required to devote significant effort and produce meaningful results to attain payment for performance at, or above, our goals. Annual incentives
include business unit objectives for positions that require the management of business units and corporate objectives for other positions.

ICP Target Opportunities

Annual ICP award targets for our named executive officers are established to drive achievement of stockholder return objectives. The
Compensation Committee aims for total cash compensation to be at market median levels. Based on Mercer�s benchmarking analysis against the
Compensation Peer Group, the target payout level for 2014 ICP was set at an amount between 55% and 100% of a named executive officer�s
actual base salary. Upon his promotion to Chief Executive Officer, Mr. Hawthorne�s target payout level for 2014 ICP was set at 100% of his base
salary.

For 2015, the percentages of compensation target levels are the same as in 2014. As a result of changes to the calculations for 2015 under the
ICP whereby minimum threshold payouts do not begin for named executive officers until after annual business plan targets have been exceeded,
achievement of the Compensation Committee�s market median cash compensation objectives will require substantial efforts and exceptional
performance. Prior to 2014, generally achievement of the annual business plan performance goals would have resulted in bonus payout at
targeted level. In 2013, achievement of the annual business plan performance goals would have resulted in bonus payout at 50% of targeted
level.
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ICP Performance Measures for 2014

The performance measures for 2014 were Operating Income and Free Cash Flow. We identified these performance measures as key elements in
our business strategy to drive profitable growth. We believed that, by achieving profitability objectives and maximizing our cash flows, we
would deliver enhanced financial performance that would drive shareholder value and be in the best position to capitalize on growth
opportunities.

No annual bonuses under our ICP were earned with respect to 2014. The 2014 incentive targets for Messrs. Hawthorne, Asmussen, and Moran
were based on our total Company threshold, target and maximum performance measures. The 2014 incentive targets for Messrs. Barnard, Batty,
and Blair were based 60% on total Company results and 40% on their respective operating segment results.

ICP Performance Measures for 2015

For 2015, upon consultation with management, Mercer recommended, and the Compensation Committee approved, performance measures that
correlate with our continued focus on growth. Accordingly, the ICP performance measures for the 2015 performance period will be based 50%
on business unit Operating Income and 50% on Company-as-a whole Operating Income. The 2015 incentive targets for Messrs. Hawthorne,
Asmussen, and Moran are based 100% on total Company results. The 2015 incentive targets for Messrs. Batty and Blair are based 60% on total
Company results and 40% on their respective operating segment results.

We believe that Operating Income is a generally accepted method of measuring operational profitability. Management uses Operating Income as
well as other financial measures in connection with its decision-making activities. We believe that these measures are key elements in our
business plan to drive profitable growth in order to create additional shareholder value in coming years.

Long-Term Incentives through Management Stock Ownership

We believe that compensation in the form of stock-based awards helps create a culture focused on long-term stockholder value.

Awards under our equity incentive plan are designed to:

� Provide rewards for the achievement of financial and strategic goals, including through incentives that drive return based
performance, propel growth, and increase stockholder value.

� Encourage retention of our top performers.

� Reward our top leaders�those who have the ability to make a material difference in the Company.

� Align management�s interests with those of our stockholders by aligning rewards with growth in stockholder value.
Awards granted to our named executive officers are determined based on their levels of responsibility, ability to make a positive impact on
GrafTech, current or new positions, current base salaries, and salaries and other compensation offered by other similarly situated companies for
individuals in equivalent positions. These awards are consistent with our pay-for-performance principles because they are designed to focus the
attention of executives on strategic and performance goals spanning more than the current year and to align the interest of executives with our
goal of creating long-term stockholder value. The primary difference between awards denominated in units versus awards denominated in shares
is that units represent a promise to pay, provide tax efficiencies for international employees, and do not carry the right to vote or receive
dividends.

The Compensation Committee has adopted a practice of granting equity incentive awards to our named executive officers and certain other
members of our global management team at the Compensation Committee�s last meeting of the year, the date of which is generally established in
the preceding calendar year. In connection
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with improvements to our business model, rationalization activities, and cost reduction initiatives, we have substantially reduced the number of
managers who participate in the equity incentive plan. We have adopted a portfolio approach to equity awards, as recommended by Mercer, that
is consistent with practices within our Compensation Peer Group. This approach includes a mix of (i) time-based stock options, (ii) time-based
restricted stock units, and (iii) performance share units.

Since November 2012, the mix of awards to our named executive officers has consisted of stock options (20%), restricted stock units (30%) and
performance share units (50%), to put a heavier weight on the performance share unit component to reflect that pay for performance is a key
element of our compensation philosophy and to put more pay at risk to motivate the GrafTech team to excel in its performance.

The stock options and restricted stock units vest ratably on each of the first three anniversaries of the grant date. Performance share units are
measured and earned on the basis of performance over a three-year period, cliff vest after the end of the performance period, and are payable in
shares after completion of the performance period to the extent earned.

Upon his promotion to Chief Executive Officer, Mr. Hawthorne received a long-term equity incentive award, consisting of options to purchase
66,600 shares at $10.31 per share (fair market value on the date of grant), 50,700 shares of restricted stock units and 83,500 performance share
units. The actual amount of performance share unit payouts is subject to the attainment of applicable performance targets.

Performance Share Unit Awards�2011�2013

In selecting performance measures for the performance share units, the Compensation Committee determined, in consultation with Mercer, that
the awards should provide rewards for successful, profitable growth over a three-year time horizon and, under the circumstances, that the best
way to measure GrafTech�s success was through relative performance versus our Performance Peer Group.

For awards made in December 2011, potential payouts, which would have vested on March 31, 2015, were based EBITDA growth (60%) and
revenue growth (40%) as measured against the Performance Peer Group. Based on estimated performance, which is subject to certification by
the Compensation Committee, we expect that no shares will be earned under the 2011 grant.

The performance measures for the performance share units granted in November 2012 are based on ROIC (60%) and EPS growth (40%) as
measured against the Performance Peer Group.

The performance measures for the performance share units granted in November 2013 are based on EPS growth (40%) as measured against the
Performance Peer Group and ROIC improvement (60%) over three one-year performance periods. The EPS performance measure is based on
the compound annual growth rate (�CAGR�) in our EPS over the performance period, as measured against the Performance Peer Group. Threshold
payouts based on EPS growth are earned at 30th percentile performance (35th percentile performance for the December 2011 grant), target at
50th percentile performance, and maximum at or above 75th percentile performance (when compared to the performance of the Performance
Peer Group), and amounts are pro-rated between 50% and 200% payouts based on pro-rated performance. Further, with respect to the 2011
grants, if EBITDA growth does not achieve at least 35th percentile performance, no awards will be earned for the EBITDA growth component.

Performance Share Unit Awards�2014

The performance measures for the performance share units granted in November 2014 are based on Total Shareholder Return (50%) and Free
Cash Flow (50%).
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The TSR performance measure is an absolute metric based on share appreciation. For calculating the share price for measuring the level of
attainment of performance targets, the closing share price on the New York Stock Exchange must exceed the target levels for 20 consecutive
trading days at any time during the three-year performance period.

Threshold (50%), target (100%), and maximum (200%) payouts commence upon achievement of 80%, 100% and 150% percent of the
cumulative three-year Free Cash Flow target, respectively. Payouts for achievement of Free Cash Flow performance between threshold and
target, and between target and maximum are interpolated on a straight-line basis. Achievement of the minimum threshold stock price conditions
(75%) will result in a payout of 50% of the TSR component of the awards at the end of the performance period; achievement of the targeted
price conditions will result in a payout of 100% of the TSR component, achievement of 125% the targeted price conditions will result in a
payout of 150% of the TSR component, and achievement of 150% the targeted price conditions will result in a payout of 200% of the TSR
component. No shares are vested or delivered until March 31, 2018, subject to the provisions of the applicable award agreements.

In selecting the performance measures for these awards, the Compensation Committee reviewed the performance measures utilized in our
performance share unit awards. Mercer assisted in identifying various performance metric alternatives. The Compensation Committee
determined to include performance measures that it believes reflect the full impact of acquisitions and capital allocation decisions.

Subject to applicable terms of the award agreements, the 2014 awards also have a service vesting component, and do not vest until March 2018.
Awards, are forfeited if the executive�s employment terminates before vesting occurs (except in the case of certain terminations and a change in
control, in which case all or a portion of the award may continue to vest).

2014 Performance Share Units

Cumulative Three-
Year- Cash Flow

Performance Measure

Percentages in this

Column Apply to 50% of
the Target Award*

Total Shareholder
Return

Performance Measure

Percentages in this

Column  Apply to 50%
of the Target Award*

Level of Performance

Achieved During

Performance Period

Cumulative Three-
Year- Cash Flow
for Performance Period

Resulting Performance

Shares Earned

Total Shareholder
Return for

Performance Period

Resulting Performance

Shares Earned

Threshold 80% of target 50% 75% of target 50%

Target 100% of target 100% 100% of target 100%

Between target and maximum �  �  125% of target 150%

Maximum 150% of target 200% 150% of target 200%

* Meaning 50% of the number of performance shares granted under the target award.
Retirement and Welfare Plans

Pension Plan

We previously froze our defined benefit plans, including the GrafTech International Holdings Inc. Retirement Plan, or our Retirement Plan, and
no additional benefits are accruing under the plans, although benefits previously accrued under the Retirement Plan will still be payable from the
Plan when due. See �Pension Benefits at Fiscal Year-End December 31, 2014� below for a description of the Retirement Plan and benefit
formulas.

Retirement Savings Plan

We provide retirement savings opportunities through our defined contribution plans. We maintain the Savings Plan, which is intended to be
qualified under Section 401(a) of the Code. The Savings Plan permits employees to contribute up to 50% of their compensation on a pre-tax or
after-tax basis, up to IRS maximums.
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We provide a match, in common stock, equal to 100% of the first 3% of compensation deferred and 50% of the next 2% of compensation
deferred. We also make employer contributions to the Savings Plan equal to 1% of compensation (up to statutory limits). See �Other
Compensation Arrangements� below for additional information regarding the Savings Plan.

Deferred Compensation Plan

We maintain a deferred compensation plan to provide savings in a tax-efficient manner for the benefit of eligible management employees who
participate in our performance-based compensation programs and employees whose benefits under the Savings Plan are limited by the benefit
restrictions of Section 415 of the Code. Participants are able to defer up to 85% of their ICP compensation, up to 50% of their base salary and up
to 50% of their compensation in excess of the amounts that may be recognized under the Savings Plan (in 2014, such amount was $260,000).
Deferrals on compensation in excess of the Code limit are referred to as participants� Excess Deferrals. We make quarterly matching allocations
in shares equal to 100% of the first 3% and 50% of the next 2% of the participant�s Excess Deferrals. In addition, participants are credited with
nonqualified defined contribution retirement plan employer allocations equal to 1% of their compensation in excess of the amount that may be
considered under the Savings Plan. Participants are immediately vested in the matching allocation. Generally, participants vest in the other
GrafTech allocations when they have completed three years of service. See �Nonqualified Deferred Compensation at Fiscal Year-End
December 31, 2014� below for additional information regarding the compensation deferral plan.

In October 2014, we suspended the non-qualified matching allocations and non-qualified retirement contributions for our named executive
officers and certain other corporate officers.

Benefit Security

Retirement and other benefits are paid out of our general assets, except for payments out of the tax-qualified trusts for the Retirement Plan and
the Savings Plan and except for payments out of grantor trusts (called �rabbi trusts�) or funded by the purchase of annuities.

Health, Welfare and Other Personal Benefits

In addition to the principal compensation components described above, our named executive officers are entitled to participate in all health,
welfare, fringe benefit, relocation assistance and other arrangements generally available to other salaried employees. Generally, benefits are
made available to our named executive officers on the same basis as benefits are made available to eligible employees under the terms of
applicable plans.

The Compensation Committee also may, as considered reasonable and appropriate on a case by case basis, provide our officers, including our
named executive officers, with limited additional perquisites and other personal benefits. In 2014, we did not provide perquisites to our named
executive officers.

The Compensation Committee believes that these benefits are reasonable and consistent with the practices of public companies in the United
States. The Compensation Committee also believes that these benefits assist us in attracting and retaining key executives.

Severance Programs

In September 2014, we adopted a Selective Severance Program that covers named executive officers and other executives whose employment is
terminated (other than for cause or detrimental conduct) by Company action and who meet eligibility criteria outlined in the Program. The
Program will continue until December 31, 2016.
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Generally, for our named executive officers, the Selective Severance Program provides for severance (based on salary) for up to 24 months,
depending on seniority and years of service. In addition, the Program provides for accelerated vesting of outstanding options and restricted stock
units scheduled to vest within the 12-month period following termination of employment. The Program does not change the terms of outstanding
performance share units or change in control agreements. The Program also provides for continued participation in the group medical and dental
plans under the Consolidated Omnibus Budget Reconciliation Act (�COBRA�) at active employee rates for up to 12 months, and the option to
participate in the employee assistance program and receive outplacement services for up to 6 months, following termination. Benefits under the
Selected Severance Program are coordinated so that there is no duplication of benefits under the change in control agreements described below.
The Program requires the employee to sign a release and agree to certain restrictive covenants as a condition to receipt of benefits under the
Program.

Change in Control Agreements

We do not have employment agreements with any of our executive officers. The Compensation Committee believes that the absence of
employment agreements provides us with more flexibility in adjusting the compensation levels of our executive officers.

The Board recognizes, however, that the possibility of a change in control of GrafTech exists, as is the case with many publicly held
corporations, and that the uncertainty and questions which it may raise among management may result in the departure or distraction of
management personnel to the detriment of GrafTech and its stockholders. The Board has determined that appropriate steps should be taken to
reinforce and encourage the continued attention and dedication of members of our management to their assigned duties without distraction in the
face of potentially disturbing circumstances arising from a possible change in control. The Board has also determined that it is in the best
interests of GrafTech and its stockholders to ensure continued availability of our named executive officers in the event of a potential change in
control. Accordingly, the Board has approved change in control severance compensation agreements for certain members of senior management,
including our named executive officers. Messrs. Hawthorne, Asmussen, and Batty entered into the agreements with us in 2000. Mr. Moran, in
2011, and, Mr. Blair, in connection with his 2014 appointment to President, Industrial Materials, entered into similar agreements with us, except
that their agreements included cut-back adjustments (approved by our Board) to eliminate the possibility of reimbursement for certain excise tax
liabilities (and income tax liabilities attributable to the excise tax reimbursement) if the total severance equals or exceeds three times the
executive�s �base amount� (accordingly, their agreements do not provide for �gross-up� payments).

These agreements are based on a �double trigger� scenario in which there must be both a change in control and a termination of the named
executive officer�s employment prior to the expiration of the change in control agreement in order for severance benefits to be payable.

In the case of our named executive officers, the agreements provide for the payment, in the event of a change in control and the termination of
the employment of the executive under certain circumstances, of severance compensation equal to 2.0 times (2.99 for Mr. Asmussen) the sum of
the officer�s base salary and ICP targeted bonus opportunity, extended insurance coverage and except as to Mr. Blair and Mr. Moran,
reimbursement for certain excise tax liabilities (and income tax liabilities on this reimbursement). The officers are entitled to the compensation if
his employment is terminated by us (other than for cause) or if he resigns for good reason within three years after a change in control.

In addition, under the terms of applicable equity agreements, all unvested equity awards become vested (at target in the case of performance
share unit awards) upon the occurrence of a change in control. Further, we have the right to cancel substantially all outstanding options in the
event of a change in control, in which event we are required to pay option holders an amount equal to the difference between the exercise price
of the canceled options and the fair market value of the underlying shares. See �Potential Payments on Termination or Change in Control� below
for a description of the agreements and aggregate amounts payable.
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We review the change in control agreements periodically, but not necessarily as part of the annual compensation review. This is because we
generally consider the change in control agreements as compensation elements separate and apart from the other elements of our compensation
arrangements. More specifically, the payments or benefits available under the change in control agreements do not have any significant impact
on annual compensation decisions relating to salary and incentive payments. Instead, our Compensation Committee considers that the change in
control agreements are in place to cover a specific circumstance, that is, a change in control where the executives lose their jobs. We also believe
that change in control agreements may be a desirable component for attracting executive management. Accordingly, payments and benefits
available under the change in control agreements are not viewed by the Compensation Committee as amounts that should impact the
compensation amounts awarded on a year-to-year basis to the named executive officers for their ongoing management of the Company.

Section 162(m) of the Code

Section 162(m) of the Code generally limits the tax deductibility of compensation paid by a public company to its chief executive officer and
certain other highly compensated executive officers to $1 million in the year the compensation becomes taxable to the executive. There is an
exception to the limit on deductibility for performance-based compensation that meets certain requirements.

We consider the impact of this rule when developing and implementing our executive compensation program. We also believe that it is
important to preserve flexibility in administering compensation programs in a manner designed to promote varying corporate goals.
Accordingly, we have not adopted a policy that all compensation must qualify as deductible under Section 162(m); however, consistent with our
pay for performance philosophy, our stock options and performance share unit awards are intended to qualify as deductible as are bonuses that
are based on measurable, quantifiable criteria. Under Section 162(m), stockholder re-approval of the performance measures is required every
five years. We received such re-approval in 2014 for the ICP and are requesting re-approval in 2015 for the 2005 Equity Incentive Plan, which is
the plan under which long-term equity incentives are granted.

Amounts paid under certain compensation programs, including salaries and grants of time-vested restricted stock and restricted stock units, may
not qualify as performance-based compensation that is exempt from the limitation on deductibility. Our awards under the ICP, performance
share unit awards, and stock option awards with exercise prices no less than the fair market value of a share on the date of grant are intended to
qualify as deductible under Section 162(m). No other component of compensation for a �covered employee� (within the meaning of Code section
162(m)) is expected to qualify as performance-based compensation under Section 162(m), and compensation may not be deductible to GrafTech
to the extent that the applicable executive recognizes more than $1 million in compensation that is not performance-based in any taxable year.

Stock Ownership Guidelines

Our Board has adopted guidelines for ownership of shares of our common stock by directors and members of senior management to promote
alignment with stockholders� interests. The guidelines provide that directors and members of senior management have five years from the date of
their election to accumulate the specified amount of shares. We also have a policy discouraging officers and directors from pledging our shares
as collateral for loans. Compliance with the guidelines is voluntary in that there is no formal enforcement mechanism, but all persons subject to
the guidelines are expected to comply. All of our directors and named executive officers in their current position within the past five years are in
compliance with our stock ownership guidelines.

Members of Senior Management

Under these guidelines, certain members of senior management are expected, within five years after appointment as a member of senior
management, to own a number of shares equal to two times annual base
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salary or, in the case of the Chief Executive Officer, four times annual base salary. Unvested restricted stock (time-vesting) is included in the
calculation of shares owned. Unvested performance share units and restricted stock units (performance-based) and unexercised stock options are
not included in the calculation. In addition, until these guidelines are achieved, executive officers are expected to hold 50% of the stock
previously subject to vested performance share unit or restricted stock unit awards and 50% of the stock previously subject to exercised stock
options. Executive officers and other employees are encouraged to hold at least 50% of the stock previously subject to vested performance
shares or restricted stock awards for at least one year after vesting. Calculation of the 50% is made after sale of any stock in the minimum
amount sufficient to pay withholding taxes and exercise prices.

Hedging and Pledging Policy

Directors and executive officers are prohibited from buying or selling options (including puts, calls and straddles) on our securities, engaging in
any short sale of our securities or buying or selling our securities on margin and sales against the box. Further, no hedging is permitted while a
trading plan under SEC rule 10b5-1 is in effect. Although we do not explicitly prohibit the pledging of GrafTech securities by executive officers
to secure loans, under our policies, directors and executive officers are advised to avoid pledging in order to prevent inadvertent violations of
insider trading restrictions resulting from delayed execution or foreclosure (including sell out in response to a margin call).

Recoupment Provisions and Policy

Our incentive plans contain forfeiture and recoupment provisions that take effect in the event of certain misconduct by the recipient. Since 2010,
award agreements for long-term equity incentive awards contain recoupment or �clawback� provisions as contemplated under the Dodd-Frank Act.
We will review our recoupment policy and plan to take into account provisions included in final SEC rules under the Dodd-Frank Act once they
are issued.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis contained in this proxy statement with
the management of GrafTech in accordance with the SEC�s disclosure requirements for executive compensation and, based on such review and
discussion, the Compensation Committee recommended to the Board that the Compensation Discussion and Analysis be included in this proxy
statement and incorporated in the Annual Report.

ORGANIZATION, COMPENSATION

AND PENSION COMMITTEE

Thomas A. Danjczek, Chairman

Randy W. Carson

Nathan Milikowsky
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Summary Compensation Table

The following table sets forth certain information concerning compensation received by our chief executive officer, our former chief executive
officer, our chief financial officer, the three other executive officers who were the most highly compensated for the year ended December 31,
2014, and former executive officer that would have been among the three other most highly compensated executive officers if he remained an
officer at the fiscal year end, all of whom we refer to as our named executive officers.

Name Year
Salary
($) (5)

Stock
Awards

(6)

Option
Awards
($) (6)

Non-Equity
Incentive

Plan
Compensation

($) (5) (7)

Change in
Pension 

Value
and

Nonqualified
Deferred

Compensation
Earnings

($) (8)

All Other
Compensation

($) (9) Total ($)
Joel L. Hawthorne (1) 2014 680,512 2,926,962 791,434 �  8,638 28,794 4,436,340

2013 300,000 379,168 99,876 22,230 (5,777) 17,102 812,599
2012 300,000 326,193 83,667 103,350 6,839 12,000 832,049

Craig S. Shular 2014 234,744 �  �  �  36,426 13,750 284,920
2013 800,000 2,184,840 578,550 �  (9,560) 60,800 3,614,630
2012 800,000 1,978,080 521,040 416,000 24,046 40,000 3,779,166

Erick R. Asmussen (2) 2014 375,000 381,600 95,400 �  14,695 10,873 877,568
2013 290,080 472,804 124,845 �  (7,810) 15,117 895,036

Darrell A. Blair (3) 2014 414,332 366,336 91,584 �  �  50,882 923,134

Petrus J. Barnard 2014 352,367 �  �  �  141,016 75,773 569,156
2013 384,400 484,364 127,281 �  (132,374) 15,294 878,965
2012 384,400 365,184 96,192 125,000 55,724 13,844 1,040,344

Lionel D. Batty (4) 2014 299,026 305,280 76,320 �  �  10,450 691,076

John D. Moran 2014 320,000 271,360 67,840 �  �  14,446 673,646
2013 320,000 336,396 88,305 �  �  18,345 763,046
2012 320,000 304,320 80,160 91,520 �  15,360 811,360

(1) The compensation figures for Mr. Hawthorne include the value of equity grants in the form of stock options, restricted stock units and
performance share units that were granted upon his appointment as President & CEO. This award is in addition to the annual Equity
Incentive Plan grant in November 2014.

(2) Because Mr. Asmussen has been included as a named executive officer for the first time in 2013, the SEC does not require disclosure of
his compensation prior to 2013.

(3) In November 2014, Darrell Blair was promoted from Vice President�Global Sales, for the graphite electrode business, to President,
Industrial Materials. The 2014 compensation figures for Mr. Blair relate to his compensation in all capacities with us during 2014,
including cash and equity awards. Mr. Blair�s salary and benefits were provided by our Swiss subsidiary. His base salary for 2014 reflects
international variations in compensation arrangements and benefits, in addition to cost-of-living differences and currency fluctuations. In
November 2014, the Compensation Committee approved changes in Mr. Blair�s compensation arrangement effective upon his relocation to
the United States in 2015. Because Mr. Blair has been included as a named executive officer for the first time in 2014, the SEC does not
require disclosure of his compensation prior to 2014.

(4)
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The 2014 compensation figures for Mr. Batty relate to his compensation in all capacities with us during 2014, including cash and equity
awards. Because Mr. Batty has been included as a named executive officer for the first time in 2014, the SEC does not require disclosure
of his compensation prior to 2014.

(5) Includes compensation earned but deferred under compensation deferral or other applicable plans or statutory provisions. See
�Non-Qualified Deferred Compensation at Fiscal Year-End 2013� for the amounts deferred.
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(6) The amounts shown in these columns represent the aggregate grant date fair value (computed in accordance with FASB ASC
Topic 718) of stock options, restricted stock units and performance share units granted. These columns include awards granted
pursuant to the Equity Incentive Plan to our named executive officers on November 19, 2014 and to Mr. Hawthorne on January 29,
2014. The options granted to our named executive officers on November 19, 2014 had a fair market value of $2.12 per share, and
the options granted to Mr. Hawthorne on January 29, 2014 had a fair market value of $6.09, both based on a Black-Scholes
option-pricing model for options. See Note 13 of our Consolidated Financial Statements contained in our Annual Report on Form
10-K for the year ended December 31, 2014 for an explanation of the assumptions made in the valuation of these awards. The fair
value of the restricted stock unit awards and performance share unit awards was computed based on the $4.24 per share closing
market price of GrafTech�s common stock on the NYSE on November 19, 2014, and the $10.31 per share closing market price of
GrafTech�s common stock on the NYSE on January 29, 2014 for the grant made to Mr. Hawthorne on that date, and for the
performance based awards was determined based on the probable outcome, or attainment, of the performance conditions. The
value of the performance share unit awards at the grant date, assuming that the highest level of performance conditions will be
achieved, is $477,000; $381,600; $457,920; and $339,200, respectively, as to grants made to Messrs. Asmussen, Batty, Blair and
Moran in November 2014, and $3,650,970 as to grants made to Mr. Hawthorne in January 2014 and November 2014.

(7) This column shows the annual incentive award earned by our named executive officers under the short-term incentives through the annual
ICP for the applicable performance period. No awards under the ICP were earned for 2014 because the performance thresholds were not
met. For additional information about the 2014 annual incentive opportunities under the ICP please refer to �Compensation Discussion and
Analysis� and �Grants of Plan Based Awards in Fiscal Year Ended December 31, 2014.�

(8) This column shows the change in the actuarial present value of the accumulated benefits under the GrafTech International Holdings Inc.
Retirement Plan, which was frozen in 2003. The change in the actuarial present value of the accumulated benefits was measured from
December 31, 2013 to December 31, 2014 (the measurement date used for reporting purposes in our Annual Report on Form 10-K for the
year ended December 31, 2014). No portion of the earnings credited under our nonqualified deferred compensation plan during 2014 was
�above market� or �preferential.� Consequently, our named executive officers did not accrue any above-market earnings under the deferred
compensation plan during 2014, and we have not reported any earnings credited under that plan in this column. See �Nonqualified Deferred
Compensation at Fiscal Year-End December 31, 2014� below for a discussion of how earnings are calculated under our deferred
compensation plan.

(9) The following table describes each component of the �All Other Compensation� column in the Summary Compensation Table for 2014.
Amounts in the �Other Column� include the value of group life insurance coverage for the named executive officers and, for Mr. Barnard,
accrued vacation paid upon his retirement and severance payments, and for Mr. Blair, defined benefit retirement plan contributions and tax
preparation costs associated with his employment at our Swiss subsidiary.

Name

Employer
Matching

Contribution
to Savings

Plan
($)

Additional
Employer

Contribution
to Savings

Plan
($)

Employer
Matching

Contribution
on Excess
Deferrals

($)

Additional
Employer

Contribution to
Compensation

Deferral 
Plan
($)

Other
($)

Total
($)

Joel L. Hawthorne 9,443 2,600 11,876 2,969 1,906 28,794
Craig S. Shular 9,390 2,347 �  �  2,013 13,750
Erick R. Asmussen 5,844 2,600 1,475 369 585 10,873
Darrell A. Blair �  �  �  �  50,882 50,882
Petrus J. Barnard 10,251 2,600 �  443 62,476 75,773
Lionel D. Batty 6,150 1,944 �  828 1,528 10,450
John D. Moran 10,200 2,600 �  51 1,395 14,446
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Grants of Plan Based Awards in Fiscal Year Ended December 31, 2014

The following table provides information about equity and non-equity awards granted to our named executive officers in 2014.

Name Type (1) Grant Date

Estimated Future Payouts Under

Non-Equity Incentive Plan Awards  

All Other Stock Awards:
Number of Shares of

Stock or Units

All Other
Option

Awards:
Number of
Securities

Underlying
Options

(#)(3)

Exercise
or Base
Price of
Option
Awards
($/Sh)

Grant
Date Fair
Value  of

Stock
and

Option
Awards

($)(4)
Threshold

($)
Target

($)
Maximum

($)
Threshold

(#)
Target
(#)(3)

Maximum
(#)

Joel L. Hawthorne ICP (2) 350,000 700,000 1,680,000
Options 01/29/2014 66,600 10.31 405,594
RSU 01/29/2014 50,700 522,717
PSU 01/29/2014 41,750 83,500 167,000 860,885
Options 11/19/2014 182,000 4.24 385,840
RSU 11/19/2014 136,500 578,760
PSU 11/19/2014 113,750 227,500 455,000 964,600

Erick R. Asmussen ICP (2) 121,875 243,750 585,000
Options 11/19/2014 45,000 4.24 95,400
RSU 11/19/2014 33,750 143,100
PSU 11/19/2014 28,125 56,250 112,500 238,500

Darrell A. Blair ICP (2) 103,500 207,000 496,800
Options 11/19/2014 45,000 4.24 91,584
RSU 11/19/2014 32,400 137,376
PSU 11/19/2014 27,000 54,000 108,000 228,960

Lionel D. Batty ICP (2) 97,500 195,000 468,000
Options 11/19/2014 36,000 4.24 76,320
RSU 11/19/2014 27,000 114,480
PSU 11/19/2014 22,500 45,000 90,000 190,800

John D. Moran ICP (2) 88,000 176,000 422,400
Options 11/19/2014 32,000 4.24 67,840
RSU 11/19/2014 24,000 101,760
PSU 11/19/2014 20,000 40,000 80,000 169,600

(1) For a better understanding of this Table, we have included a column identifying the type of each plan based award.
ICP amounts represent cash incentive bonus opportunities under the ICP for 2014. Option (Stock Options), RSU
(Restricted Share Units), and PSU (Performance Share Units) amounts represent grants made in January and
November 2014 pursuant to the Equity Incentive Plan.

(2) Amounts represent cash incentive bonus opportunities under the ICP for 2014. Target awards for 2014 are expressed
as a specified percentage of an individual�s salary. Threshold, target and maximum amounts represent the sum of the
threshold, target and maximum amounts of each respective performance measure. For more information on ICP
payments made in 2014, see the �Non-Equity Incentive Plan Compensation� column of the Summary Compensation
Table. The threshold, target and maximum amounts set forth above represent guidelines based on performance
measures and/or criteria that the Compensation Committee takes into account in the design of the annual ICP
opportunity. The targeted opportunity represents the targeted annual bonus based on benchmarking of the named
executive�s compensation. Under the 2014 annual ICP for named executive officers, the threshold amount is 0% and
the maximum bonus opportunity is equal to 240% of the executive�s targeted bonus opportunity. The Compensation
Committee may make downward adjustments from 240% to 0% of the named executive�s targeted bonus opportunity,
based on the individual�s performance and other factors that the Compensation Committee deems relevant in
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contribution to achieving corporate opportunities and meeting corporate challenges, as well as an evaluation of the
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quality of the individual�s performance in discharging the responsibilities of his position description. In addition, the
Compensation Committee can make discretionary downward adjustments based on developments during the
performance year and other factors. Please refer to �Compensation Discussion and Analysis�Short- Term Incentives
through the Executive Incentive Compensation Plan� above for a general description of the criteria applied in
determining the amounts payable under the annual ICP.

(3) Represents the number of stock options, restricted stock units, and target award number of performance share units
granted during 2014 pursuant to the Equity Incentive Plan.

Stock options and restricted stock units vest ratably over a three-year period with each tranche vesting on the
anniversary of the grant date in each of the three years following the award. Exception to this provision is
Mr. Hawthorne�s January 2014 stock option and restricted stock units award which vest on the anniversary dates of
the prior year�s LTIP grant.

The number of performance share units earned and the vesting thereof is conditioned on the attainment of
performance targets established by the Compensation Committee. The performance measures of the awards granted
in 2014 are based on Free Cash Flow and Total Shareholder Return (TSR). The FCF performance measure is based
on cumulative free cash flow over a three-year performance period. At the end of the performance period, our
cumulative free cash flow will be compared to the target established by the Compensation Committee. As described
in the Compensation Discussion and Analysis section above, if the minimum free cash flow threshold performance
measure is attained, 50% of the free cash flow component of the target performance shares will become earned
shares; if the targeted free cash flow performance measure is attained, 100% of the free cash flow component of the
target performance shares will become earned shares; if the maximum free cash flow performance measure is
attained, 200% of the free cash flow component of the target performance shares will become earned shares. The
number of shares is calculated on a pro-rata basis based on actual free cash flow performance between 50% and
200%. No earned shares will be delivered to participants until March 31, 2018.

The TSR component of the grant is subject to vesting based on the GTI closing share price clearing specific hurdles
for 20 consecutive trading days on the NYSE. If the closing share price exceeds 75% of the target share price for any
20 consecutive trading days period during the performance period, 50% of the TSR component of the target
performance shares will become earned shares; if the closing price exceeds 100% of the target share price for any 20
consecutive trading days period during the performance period, 100% of the TSR component of the target
performance shares will become earned shares; if the closing share price exceeds 125% of the target share price for
any 20 consecutive trading days period during the performance period, 150% of the TSR component of the target
performance shares will become earned shares; if the closing share price exceeds 150% of the target share price for
any 20 consecutive trading days period during the performance period, 200% of the TSR component of the target
performance shares will become earned shares. No earned shares will be delivered to participants until March 31,
2018 and no shares will be delivered if the closing share price is less than 75% of the target price on that date.

The performance share units will be measured and earned based on three years performance as described above, will
cliff vest after the end of the three-year period, and, to the extent earned and vested, will be payable in shares of
unrestricted common stock after the completion of the three-year performance period. The resulting number of
shares, or earned shares will be set aside as unvested earned shares for the participant as of the applicable date of
such determination; provided, that the individual is still employed on such date. Subject to the applicable terms of the
award agreements (related to accelerated vesting), the earned shares do not vest until March 2018. GrafTech�s Board
or the Compensation Committee has the right to accelerate the vesting of any or all unvested awards at any time.

(4) The amounts in this column represent the grant date fair value of 2014 equity awards of restricted stock units,
targeted performance share units, and stock options approved in 2014, determined in accordance with FASB ASC
Topic 718. See Note 12 of our Consolidated Financial Statements contained in our Annual Report on Form 10-K for
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November 19, 2014 had a fair market value of $2.12 per share, and the options
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granted to Mr. Hawthorne on January 29, 2014 had a fair market value of $6.09 per share. Subject to the attainment
of performance measures and adjustments made as a result thereof, unvested performance share units which become
earned shares (as described in footnote (3) above) are scheduled to vest in March 2018. The fair value of the
restricted stock unit awards and performance share unit awards granted on November 19, 2019 was computed based
on the $4.24 per share, closing market price of GrafTech�s common stock on the NYSE on that date ($10.31 per share
for the grant made to Mr. Hawthorne on January 29, 2014), and for the performance based awards determined on the
probable outcome, or attainment, of the performance conditions. For further description of the terms of these awards,
see �Performance Share Unit Awards� in the Compensation Discussion and Analysis above.
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Outstanding Equity Awards at Fiscal Year-End December 31, 2014

The following table shows the number of shares covered by stock options, unvested restricted stock units, and, at target, unvested performance
share units as of December 31, 2014.

Options RSUs PSUs

Name
Grant

Date (1)

Number
of

Securities
Underlying
Unexercised

Options
(#)

Exercisable
(4)

Number of
Securities

Underlying
Unexercised
Options (#)

Unexercisable
(4)

Option
Exercise

Price
($)

Option
Expiration

Date

Number of
Units That
Have Not
Vested #

Market
Value of

Units
That
Have
Not

Vested
($) (2)

Equity
Incentive

Plan

Awards:

Number
of

Unearned
Units
That

Have Not
Vested
(#) (3)

Equity
Incentive

Plan

Awards:

Market
or Payout
Value of

Unearned
Units
That

Have Not
Vested
($) (2)

Joel L. Hawthorne 12/10/2009 3,500 �  16.41 12/10/2019 �  �  �  �  
12/09/2010 4,000 �  19.89 12/09/2020 �  �  �  �  
12/13/2011(5) 15,000 �  13.89 12/13/2021 �  �  10,000 50,600
11/27/2012(6) 11,133 5,567 9.51 11/27/2022 4,333 21,925 21,300 107,778
03/01/2013 �  �  �  �  26,667 134,935 �  �  
11/21/2013(7) 5,467 10,933 11.56 11/21/2023 8,200 41,492 20,500 103,730
01/29/2014(7) 22,200 44,400 10.31 01/29/2024 33,800 171,028 83,500 422,510
11/19/2014(8) �  182,000 4.24 11/19/2024 136,500 690,690 227,500 1,151,150

Craig S. Shular 12/10/2009 56,000 �  16.41 05/14/2017 �  �  �  �  
12/09/2010 48,000 �  19.89 05/14/2017 �  �  �  �  
12/13/2011(5) 104,000 �  13.89 05/14/2017 �  �  53,668 271,560
11/27/2012(6) 69,333 �  9.51 05/14/2017 �  �  57,785 292,392
11/21/2013(7) 31,667 �  11.56 05/14/2017 �  �  13,111 66,342

Erick R. Asmussen 12/10/2009 4,300 �  16.41 12/10/2019 �  �  �  �  
12/09/2010 3,800 �  19.89 12/09/2020 �  �  �  �  
12/13/2011(5) 11,000 �  13.89 12/13/2021 �  �  10,000 50,600
11/27/2012(6) 6,667 3,333 9.51 11/27/2022 3,333 16,865 15,000 75,900
11/21/2013(7) 6,833 13,667 11.56 11/21/2023 10,200 51,612 25,600 129,536
11/19/2014(8) �  45,000 4.24 11/19/2024 33,750 170,775 56,250 284,625

Darrell A. Blair 12/10/2009 2,200 �  16.41 12/10/2019 �  �  �  �  
12/09/2010 2,000 �  19.89 12/09/2020 �  �  �  �  
12/13/2011(5) 4,800 �  13.89 12/13/2021 �  �  3,200 16,192
11/27/2012(6) 6,667 3,333 9.51 11/27/2022 3,333 16,865 15,000 75,900
11/21/2013(7) 1,433 2,867 11.56 11/21/2023 2,133 10,793 5,400 27,324
11/19/2014(8) �  43,200 4.24 11/19/2024 32,400 163,944 54,000 273,240

Petrus J. Barnard 04/01/2005 35,000 �  5.46 04/01/2015 �  �  �  �  
12/10/2009 18,000 �  16.41 11/30/2017 �  �  �  �  
12/09/2010 16,000 �  19.89 11/30/2017 �  �  �  �  
12/13/2011(5) 19,200 �  13.89 11/30/2017 �  �  12,445 62,972
11/27/2012(6) 19,200 �  9.51 11/30/2017 �  �  15,334 77,590
11/21/2013(7) 13,933 �  11.56 11/30/2017 �  �  8,006 40,510

Lionel D. Batty 12/10/2009 3,300 �  16.41 12/10/2019 �  �  �  �  
12/09/2010 2,600 �  19.89 12/09/2020 �  �  �  �  
12/13/2011(5) 4,800 �  13.89 12/13/2021 �  �  3,200 16,192
01/06/2012(5) 9,200 �  15.24 12/13/2021 �  �  6,100 30,866

Edgar Filing: EGL INC - Form 10-Q

Table of Contents 81



11/27/2012(6) 9,000 4,500 9.51 11/27/2022 3,400 17,204 16,900 85,514
11/21/2013(7) 4,100 8,200 11.56 11/21/2023 6,133 31,033 15,300 77,418
11/19/2014(8) �  36,000 4.24 11/19/2024 27,000 136,620 45,000 227,700

John D. Moran 12/10/2009 7,700 �  16.41 12/10/2019 �  �  �  �  
12/09/2010 6,800 �  19.89 12/09/2020 �  �  �  �  
12/13/2011(5) 16,000 �  13.89 12/13/2021 �  �  10,700 54,142
11/27/2012(6) 10,667 5,333 9.51 11/27/2022 4,000 20,240 20,000 101,200
11/21/2013(7) 4,833 9,667 11.56 11/21/2023 7,267 36,771 18,200 92,092
11/19/2014(8) �  32,000 4.24 11/19/2024 24,000 121,440 40,000 202,400
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(1) For a better understanding of this table, we have included an additional column showing the grant dates of stock options, restricted stock
units and performance share units awards. The stock options and restricted stock units generally vest ratably on each of the first three
anniversaries of grant.

(2) The market value of restricted share units or performance share units of stock that have not vested was computed based on $5.06 per share,
the closing price of our common stock on the NYSE on December 31, 2014.

(3) The shares in this column reflect the target award number of performance share units granted in December 2011 and November 2012,
2013 and 2014 pursuant to the Equity Incentive Plan. Target awards vest and the performance share unit portion earned is subject to
upward or downward adjustment based on performance but not in excess of maximum, as described in �Compensation Discussion and
Analysis� above.

(4) On the grant dates set forth in the table, our named executive officers were granted options to purchase the number of shares of our
common stock set forth above with an exercise price at fair market value as of the date of grant. All such options have a 10 year term and
generally become exercisable as to one-third of the respective option on each of the first three anniversaries of the date of grant.

(5) Potential payouts under performance share units granted in 2011, and which would have vested on March 31, 2015, were measured on the
basis of performance over a three-year period ending December 31, 2014. Based on actual performance, the Compensation Committee
determined on February 27, 2015 that no shares were earned under the 2011 grant.

(6) Performance share units granted in 2012 are measured and earned on the basis of performance over a three-year period ending
December 31, 2015. Except as otherwise provided in the applicable award agreement, earned shares cliff vest on March 31, 2016, and are
payable in shares of common stock after completion of the performance period to the extent earned.

(7) Performance share units granted in 2013, and to Mr. Hawthorne on January 29, 2014, are measured and earned on the basis of performance
over a three-year period ending December 31, 2016. Except as otherwise provided in the applicable award agreement, earned shares cliff
vest on March 31, 2017, and are payable in shares of common stock after completion of the performance period to the extent earned.

(8) Performance share units granted in 2014 are measured and earned on the basis of performance over a three-year period ending
December 31, 2017. Except as otherwise provided in the applicable award agreement, earned shares cliff vest on March 31, 2018, and are
payable in shares of common stock after completion of the performance period to the extent earned.

Option Exercises and Stock Vested at Fiscal Year-End December 31, 2014

The following table shows the number of options exercised and the number of restricted stock units that vested in the fiscal year ending
December 31, 2014 and the value realized on the date of exercise and vesting, respectively.

Option Awards Stock Unit Awards (3)

Name

Number of
Shares

Acquired
on Exercise

(#)

Value Realized
on Exercise

($)

Number of
Units

Acquired
on Vesting

(#)

Value Realized
on Vesting

($)
Joel L. Hawthorne 41,167 248,503
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Craig S. Shular (1) 300,000 331,710 74,036 779,030
Erick R. Asmussen 10,767 46,010
Darrell A. Blair 5,201 22,598
Petrus J. Barnard (2) 15,000 113,107 23,267 96,657
Lionel D. Batty 8,800 37,601
John D. Moran 12,014 62,593
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(1) The underlying options were granted in 2007, had an exercise price of $9.05 and a fair market value on the date of exercise equal to
$10.16.

(2) The underlying options were granted in 2005, had an exercise price of $5.46 and a fair market value on the date of exercise equal to
$13.00.

(3) The shares vested and value realized included one-third of the restricted stock unit awards granted in each of 2011, 2012 and 2013. The
value realized is based on the per share closing price of GrafTech stock on the NYSE as of the applicable date of vesting.

Pension Benefits at Fiscal Year-End December 31, 2014

The following table shows the number of years of service credited to the named executive officers under the GrafTech International Holdings
Inc. Retirement Plan, which has been frozen, including the number of such years credited for service with Union Carbide and its affiliates, as
well as the present value of the executives� benefits and payments made to the executives in the last fiscal year. The terms of the Retirement Plan
are described below the table.

Name Plan Name

Number of
Years Credited

Service (#)

Present
Value of

Accumulated
Benefit
($) (1)

Payments
During

Last Fiscal
Year
($)

Joel L. Hawthorne GrafTech International Holdings Inc. 2(2) 38,496(3) �  
Craig S. Shular GrafTech International Holdings Inc. 8(4) 232,730(5) �  
Erick R. Asmussen GrafTech International Holdings Inc. 2(6) 50,774(7) �  
Darrell A. Blair GrafTech International Holdings Inc. 22(8) 526,147(9) �  
Petrus J. Barnard GrafTech International Holdings Inc. 31(10) 1,278,476(11) �  
Lionel D. Batty GrafTech International Holdings Inc. 20(12) 665,368(13) �  
John D. Moran n/a �  �  �  

(1) The present values have been computed using an interest rate of 3.88% and using the RP2014 tables with Scale MP-2014 mortality
improvement (fully generational projection) as of December 31, 2014, which is the same pension plan measurement dated used for our
financial reporting purposes.

(2) Includes for Mr. Hawthorne 2 years of service with GrafTech through December 31, 2001 (the date that non-grandfathered
participants ceased accruing benefits and had their benefit accruals frozen under the Retirement Plan).

(3) Mr. Hawthorne�s benefit has been valued assuming termination of employment as of December 31, 2014 and retirement at age 62, the
earliest time at which Mr. Hawthorne may retire without any benefit reduction due to age.

(4) Includes for Mr. Shular 4 years of prior service with Union Carbide or its affiliates and 4 years of service with GrafTech through
March 31, 2003 (the date that grandfathered participants ceased accruing benefits and had their benefit accruals frozen under the
Retirement Plan).

(5)
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Mr. Shular�s benefit has been valued based on his termination of employment as of May 15, 2014 and retirement commencement as of
December 1, 2014, payable as an annuity.

(6) Includes for Mr. Asmussen 2 years of service with GrafTech through December 31, 2001 (the date that non-grandfathered participants
ceased accruing benefits and had their benefit accruals frozen under the Retirement Plan).

(7) Mr. Asmussen�s benefit has been valued assuming termination of employment as of December 31, 2014 and retirement at age 65, the
earliest time at which Mr. Asmussen may retire without any benefit reduction due to age.
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(8) Includes for Mr. Blair 22 years of service with GrafTech through March 31, 2003 (the date that grandfathered participants ceased accruing
benefits and had their benefit accruals frozen under the Retirement Plan).

(9) Mr. Blair�s benefit has been valued assuming termination of employment as of December 31, 2014 and retirement as of January 1, 2015,
the earliest time at which Mr. Blair may retire without any benefit reduction due to age.

(10) For purposes of computing the accumulated benefit used to determine the present value above, Mr. Barnard was credited with three
additional years of service and age in connection with a voluntary and selective severance program in which Mr. Barnard participated in
2003.

(11) For Mr. Barnard, who was not an employee from April 2003 through March 2005, the benefit has been valued based on a suspended
retirement benefit payable as an annuity. Mr. Barnard subsequently terminated employment on November 30, 2014 and commenced his
annuity benefit on December 1, 2014.

(12) Includes for Mr. Batty 20 years of service with GrafTech through March 31, 2003 (the date that grandfathered participants ceased accruing
benefits and had their benefit accruals frozen under the Retirement Plan).

(13) Mr. Batty�s benefit has been valued assuming termination of employment as of December 31, 2014 and retirement as of January 1, 2015,
the earliest time at which Mr. Batty may retire without any benefit reduction due to age.

For further information concerning our pension plan, including assumptions and estimates used in projecting pension costs and projected benefit
obligations, see Note 12 of our Consolidated Financial Statements contained in our Annual Report on Form 10-K for the year ended December 
31, 2014, as filed with the SEC and �Compensation Discussion and Analysis� above.

Nonqualified Deferred Compensation at Fiscal Year-End December 31, 2014

The following table shows the executive�s contributions, our contributions, earnings, and year-end account balances for our named executive
officers in GrafTech�s Compensation Deferral Plan, which is an unfunded, unsecured deferred compensation plan. The terms of the
Compensation Deferral Plan are described below the table.

Name

Executive�s
Contributions

$ (1)

Company
Contributions

$ (2)
Earnings

$ (3)

Balance
12/31/2014

$ (4)(5)
Joel L. Hawthorne 14,845 14,845 (53,882) 57,842
Craig S. Shular �  �  (315,721) 5,310,997
Erick R. Asmussen 1,844 1,844 (23,308) 74,953
Darrell A. Blair �  �  2,764 23,223
Petrus J. Barnard �  443 5,807 382,778
Lionel D. Batty 104,659 828 (28,297) 496,615
John D. Moran 6,400 51 (106,925) 577,214

(1) The amounts listed in this column include amounts that are also reported as �Salary� in the Summary Compensation Table above.

(2) The amounts listed in this column are also reported in the �All Other Compensation� column of the Summary Compensation Table
above and consist of �Employer Matching Contribution on Excess Deferrals� and �Additional Employer Contribution to
Compensation Deferral Plan� reported in the �All Other Compensation� table under those columns. The amounts in this column
include GrafTech contributions recognized in 2014 with respect to 2013 salary. Contributions attributable to 2013 salary that were
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Mr. Batty, $670 and for Mr. Moran $580.
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(3) The amounts listed in this column are not included in the Summary Compensation Table above because none of the earnings were �above
market� or �preferential.� Earnings are based on the performance of investments available under the Compensation Deferral Plan, which are
�notional� investments, including any interest and dividends paid on the investments.

(4) Effective in 2001 and 2003, our three nonqualified defined benefit retirement plans, which were designed to provide benefits that could not
be paid under the qualified Retirement Plan because of IRS limits, were frozen. With certain exceptions, amounts equal to the lump sum
actuarial values of the benefits accrued by the participants in those nonqualified plans were added to the respective participants� accounts in
our Compensation Deferral Plan. We refer to these allocations as the Frozen Lump Sums. As to Mr. Shular, $2,993,141 was previously
transferred to his deferred compensation account which represented the lump sum actuarial value of his accrued benefit based on 26 years
of service, which included credit for 22.5 years of prior service with Union Carbide, offset by the amount of benefits receivable under the
Union Carbide Retirement Program (See �Pension Benefits at Fiscal Year-End December 31, 2014� above).

(5) The amounts listed in this column include amounts previously reported in prior years� summary compensation tables for the following
executives: for Mr. Hawthorne, $55,273, for Mr. Shular, $1,072,730, for Mr. Barnard, $251,170, for Mr. Asmussen, $12,395 and for
Mr. Moran, $418,128.

The named executive officers all participate in our non-qualified Compensation Deferral Plan. Under the Compensation Deferral Plan,
participants are able to defer up to 85% of their ICP compensation, up to 50% of their base salary, and up to 50% of their compensation in
excess of the amounts that may be recognized under the Savings Plan (in 2014, such amount was $260,000) (i.e., their Excess Deferrals). In
addition, up until October of 2014, each calendar quarter, we recorded a matching contribution in shares of our common stock equal to 100% of
the first 3% and 50% of the next 2% of participants� Excess Deferrals. Participants were also credited with additional GrafTech allocations equal
to 1% of their compensation in excess of the amount that may be considered under the Savings Plan to executives� bookkeeping accounts.
Participants are immediately vested in the matching allocation, but are not vested in the other GrafTech allocation until they have completed
three years of service. In October 2014, we suspended the non-qualified matching allocations and non-qualified retirement contributions for our
named executive officers.

Deferrals and contributions to our Compensation Deferral Plan are credited with a rate of return based on the performance of various funds
selected by the participants from indices which are designated by the Plan Administrator. These funds include a fund that tracks the value of our
common stock. An employee may prospectively change the funds for crediting rates of return at any time. The account balances of participants
are credited with both their deferrals and our additions, as well as the rate of return on the funds selected by the participants for those amounts.
Frozen Lump Sums and their earnings are held in notional investment accounts selected by the employee.

Distributions of account balances from the Compensation Deferral Plan are generally made in January following retirement or other termination
of employment or, if elected by the participant, upon a future date specified by the participant, except that Frozen Lump Sums and GrafTech
allocations may not be distributed prior to age 50. Participants may also elect to have their account balances distributed upon a change in control
of GrafTech. For purposes of the Compensation Deferral Plan, a change in control is generally defined in accordance with requirements of the
American Jobs Creation Act of 2004 for amounts deferred as noted after December 31, 2004. For amounts accrued and vested as of
December 31, 2004, the definition of a change in control is described under �Potential Payments on Termination or Change in Control.� The
Compensation Deferral Plan is intended to comply with Section 409A of the Code governing deferred compensation arrangements except that
amounts that were contributed to the Compensation Deferral Plan and fully vested by December 31, 2004, including all of the Frozen Lump
Sums, are not subject to the restrictions of Section 409A. Amounts under the Compensation Deferral Plan are generally payable in a lump sum,
although participants may elect to have their accounts payable in annual installments instead.

62

Edgar Filing: EGL INC - Form 10-Q

Table of Contents 89



Table of Contents

Benefit Security

Retirement and other benefits are paid out of our general assets, except for payments out of the tax-qualified trusts for the UCAR Carbon
Retirement Plan and the Savings Plan and except for payments out of grantor trusts or funded by the purchase of annuities.

Potential Payments on Termination or Change in Control

Double-trigger Change in Control Agreements

Each named executive officer entered into a double-trigger Severance Compensation Agreement with us that applies only when there is (i) a
change in control of the Company and (ii) the executive�s employment is terminated in connection with or following such change in control. Both
a change in control of the Company and corresponding executive termination must occur to trigger payment of the benefits under the Severance
Compensation Agreement.

As discussed in �Compensation Discussion and Analysis� above, Messrs. Hawthorne, Asmussen and Batty entered into change in control
agreements with us several years ago, before our Board eliminated the potential for �gross-up� payments to be made to executive officers. Their
change in control agreements include a modified cut-back adjustment whereby the severance payment will be reduced to an amount less than the
limitations under Section 280G of the Code if total amounts payable (that are subject to the limitations under Section 280G) exceed those
limitations by an amount not in excess of $50,000. The agreement signed by Mr. Moran in 2011, and, Mr. Blair, in connection with his 2014
appointment to President, Industrial Materials, includes a cut-back adjustment that was approved by our Board in 2011 for inclusion
prospectively in change in control agreements and eliminates reimbursement for certain excise tax liabilities (and income tax liabilities
attributable to excise tax reimbursement) if the total severance equals or exceeds three times the executive�s base amount.

Under the agreements, if a named executive officer�s employment is terminated due to a Termination for Cause or by the named executive officer
other than with Good Reason for Resignation (as such terms are defined in the Severance Compensation Agreements), the executive will be paid
his full base salary and accrued vacation pay through the date of termination, plus any benefits or awards which have been earned or become
payable but which have not yet been paid and all unvested shares of restricted stock will be forfeited.

If the named executive officer�s employment is terminated due to Disability or Retirement (as such terms are defined in the Severance
Compensation Agreements) or death, the executive�s benefits will be determined in accordance with GrafTech�s retirement, disability and
insurance programs then in effect. In addition, unvested shares of restricted stock will be forfeited upon Retirement or death.

Under the terms of applicable agreements, all unvested equity awards will become vested upon the occurrence of a change in control. Further,
GrafTech has the right to cancel substantially all outstanding options in the event of a change in control, in which case GrafTech is required to
pay optionees an amount equal to the difference between the exercise price of the canceled options and the fair market value of the underlying
shares.

Payments on Terminations following a Change in Control

Under each of the agreements, upon termination or while disabled following a change in control (as defined below), the named executive officer
is entitled to certain benefits. If the named executive officer�s employment is terminated subsequent to a change in control (a) by GrafTech other
than for Retirement, Death, Disability or Termination for Cause or (b) by the executive for Good Reason for Resignation then the executive is
entitled to the benefits described below:

� accrued salary and vacation pay through the date of termination;

� accrued ICP compensation at target for the prior year if not previously paid plus a prorated portion of the targeted ICP compensation
for the year of termination;
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� a severance payment equal to 2.0 (2.99 for Mr. Asmussen) multiplied by the sum of the following amounts:

� the greater of the named executive officer�s annual base salary immediately prior to the Date of Termination or immediately
prior to the change in control; plus

� the greater of the amount of the named executive officer�s target ICP (or comparable compensation payment) for the year in
which the Date of Termination occurs or for the year in which the change in control occurs;

� extended health, life and disability insurance coverage;

� with respect to our named executive officers, other than Mr. Blair and Mr. Moran, reimbursement for certain excise tax liabilities
(and income tax liabilities attributable to the excise tax reimbursement) if the total severance equals or exceeds three times the
executive�s �base amount� (as determined pursuant to section 280G of the Code) by more than $50,000; and

� accelerated vesting of unvested options and shares of restricted stock.
During any period prior to the date of termination that the named executive officer is disabled, the executive will continue to receive his or her
base salary at the rate in effect at the commencement of the disability period, together with all other compensation and benefits that are payable
or provided under GrafTech�s benefit plans, including its disability plans. After the date of termination for disability, the executive�s benefits shall
be determined in accordance with any retirement plan, insurance and other applicable programs of GrafTech. The compensation and benefits,
other than salary, payable or provided under the agreement by reason of a disability will be the greater of (x) the amounts computed under any
retirement plan, disability benefit plan, insurance and other applicable program in effect immediately prior to a change in control and (y) the
amounts computed under any retirement plan, disability benefit plan, insurance and other applicable program in effect at the time the
compensation and benefits are paid.

For purposes of the agreements with our named executive officers, a �change in control� generally occurs on:

� the date on which any person or group becomes the beneficial owner of 15% or more of the then issued and outstanding common
stock or voting securities of GrafTech (not including securities held by GrafTech employee benefit plans or related trusts);

� the date on which any person or group acquires the right to vote on any matter, by proxy or otherwise, with respect to 15% or more
of the then issued and outstanding common stock or voting securities of GrafTech (not including securities held by GrafTech
employee benefit plans or related trusts);

� the date, at the end of any two-year period, on which individuals, who at the beginning of such period were directors of GrafTech, or
individuals nominated or elected by a vote of two-thirds of such directors or directors previously so elected or nominated, cease to
constitute a majority of GrafTech�s Board;

� the date on which stockholders of GrafTech approve a complete liquidation or dissolution of GrafTech; or

� the date on which GrafTech consummates certain reorganizations, mergers, asset sales or similar transactions.
Amounts deferred under the Compensation Deferral Plan become immediately payable upon a change in control if the participant elected to
receive payment of deferred amounts upon a change in control. All other payments under the Compensation Deferral Plan will be distributed in
accordance with the elections of the executive, which may include payments of all or some of the deferred amounts upon termination of
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Change in control for purposes of amounts deferred or vested under the Compensation Deferral Plan after December 31, 2004 must, in addition
to meeting the definition outlined above, also constitute a change in ownership or effective control within the meaning of Section 409A of the
Code.

�Good Reason for Resignation� includes certain changes in the named executive officer�s status or position, reductions in the level of reporting
responsibility, diminution of duties or responsibilities, reductions in compensation or benefits, relocation, failure of a successor to assume the
severance agreement, and failure to pay certain earned compensation.

Assuming a change in control occurred as of December 31, 2014 and the employment of each of our named executive officers had either
terminated due to the named executive officer�s having �Good Reason for Resignation� or had been terminated by GrafTech or its successor on
December 31, 2014, other than for Retirement, Death, Disability or a Termination for Cause, they would have been entitled to the payments and
benefits listed in the table below. Although the calculations are intended to provide reasonable estimates of the potential benefits, they are based
on numerous assumptions and are rounded to the nearest thousand and may not represent the actual amount an executive would receive if an
eligible termination event were to occur.

Name

Severance
Payment
Based on

Salary
($)

Severance
Payment
Based on
Incentive

Compensation
($)

Payment
on

Stock
Option

Cancellation
($) (1)

Restricted
Stock

Vesting
($) (1)

Performance
Share Unit

Vesting
($) (1)

Value of
Health,
Life and

Disability
Insurance
Benefits
($) (2)

Estimated
Tax

Gross Up
($) (3)

Payout of
Non-qualified

Deferred
Compensation

(4)
Total

($)
Joel L. Hawthorne 1,400,000 1,400,000 149,000 1,060,000 1,836,000 61,000 2,779,000 58,000 8,743,000
Erick R. Asmussen 1,121,000 729,000 37,000 239,000 541,000 58,000 1,191,000 75,000 3,991,000
Darrell A. Blair 720,000 468,000 35,000 192,000 393,000 58,000 n/a 23,000 1,889,000
Lionel D. Batty 600,000 390,000 30,000 185,000 438,000 58,000 711,000 497,000 2,909,000
John D. Moran 640,000 352,000 26,000 178,000 450,000 57,000 n/a 577,000 2,280,000

(1) The value in the �Payment on Stock Option Cancellation,� �Restricted Stock Vesting,� and �Performance Share Unit Vesting� columns assumes
a fair market value for our common stock of $5.06 on December 31, 2014. The �Payment on Stock Option Cancellation� column assumes
that after all outstanding options accelerate at the time of the change in control they will be exercised and cashed out.

(2) The value of the health benefits, medical and dental, was determined applying the maximum monthly premiums we charge former
employees for continuation coverage of medical benefits under COBRA (presently $1,470 per month). In calculating disability insurance
benefits, the value of the short-term disability benefits (which is a self-insured plan) were assumed to be the same as the premiums for
long-term disability (which is provided by a third party insurance provider). The value of life and accident insurance were assumed to be
the same as current premiums for such benefits.

(3) Tax gross-up amounts payable upon an actual change in control may differ from the amounts presented in the �Estimated Tax Gross-Up�
column. Whether an individual is subject to the excise tax depends on the particular facts and circumstances, including the individual�s
compensation history. The estimated tax gross-up amounts were calculated taking the following into account:

� the sum of base salary rate in effect on December 31, 2014 and target incentive compensation multiplied by 2.0 (2.99 for
Mr. Asmussen);

� medical and dental insurance assuming family coverage (without reduction to present value);

�
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(2) above (without reduction to present value);

� the value of the accelerated vesting of the options and the restricted stock (which value may be lower than the actual value of the
options and the restricted stock listed in the table);
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� for purposes of testing whether a theoretical tax gross up would have been payable as contemplated in the agreements for Messrs.
Hawthorne, Asmussen and Batty we assumed a 62% tax rate; and

� Applicable Federal Rate (�AFR�) interest rates for purposes of calculating present value rates for accelerated payments.

(4) Amounts in this column include all amounts payable on a termination and/or change in control pursuant to executives� elections, which are
made on an annual basis with respect to the next year�s deferral election.

Payments on Termination Prior to a Change in Control

The Severance Compensation Agreements do not give our named executive officers any specific rights following a termination prior to a change
in control (a) by GrafTech other than for Retirement, Death, Disability or Termination for Cause or (b) by the executive for Good Reason for
Resignation. Each named executive officer is, however, entitled to receive his or her accrued base salary and vacation pay through the date of
termination, plus any benefits or awards which have been earned or become payable but which have not yet been paid if his or her employment
is terminated prior to a change in control. All unvested shares of restricted stock will be forfeited upon a termination of employment by
GrafTech or the executive for any reason.

Other Compensation Arrangements

Savings Plan

All of our regular, full-time U.S. employees, including eligible named executive officers, are eligible to participate in our Savings Plan. Assets in
the Savings Plan are held in five types of accounts: an after-tax account to which participants may make contributions on an after-tax basis; a
before-tax account to which participants may make contributions on a pre-tax basis; a Company contribution account to which matching
contributions are allocated; an employer contribution account to which certain additional Company contributions are allocated; and a Roth
401(k) after-tax account to which participants may make contributions on an after-tax basis. The maximum employee contribution (pre-tax and
after-tax combined) for any year for any participant is 50.0% of such participant�s compensation (subject to statutory limits).

We make a matching contribution to the Savings Plan, in the form of shares of our common stock, for each participant who elects to contribute
to the Savings Plan. The matching contribution is 100% of the first 3% of compensation and 50% of the next 2% of compensation that a
participant contributes. Matching contributions under the Savings Plan are fully vested at all times. In addition to matching contributions, we
make employer contributions to the Savings Plan each year equal to 1% of a participant�s eligible compensation. A participant becomes vested in
these employer contributions to the Savings Plan once he or she has completed three years of service.

Contributions to the Savings Plan are invested, as the employee directs, in various funds offered under the Savings Plan from time to time,
including a fund that invests entirely in our common stock. Amounts invested under the Savings Plan, including amounts in our common stock
fund, may be switched into another investment option at any time subject to applicable insider trading policies. The account balances of
participants reflect both their contributions and our contributions as well as the investment performance of the investments in which those
amounts are invested. Distributions of account balances from the Savings Plan are generally made upon retirement or other termination of
employment, unless deferred by the participant.

Compensation Plan Risk

We regularly assess the risks related to our compensation programs and policies, including our executive compensation programs, and analyze
the checks and balances associated with such plans. We have implemented control to manage those risks that include:

� balanced and competitive mix of salaries, benefits, and annual and long-term incentives aligned with our operational and strategic
goals;
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� our Compensation Committee�s and its outside consultant�s guidance in developing our compensation arrangements, plans, programs
and policies;

� approval by our Board and the Compensation Committee of significant compensation plans and programs;

� oversight by the Compensation Committee of compensation plans and programs for management employees, including approval of
incentive plan goals, review of actual performance against goals, and approval of award payouts;

� our short and long term incentive awards contain forfeiture and recoupment provisions in the event of misconduct of the individual,
including recoupment or �clawback� provisions as contemplated under the Dodd-Frank Act under our Equity Incentive Plan awards;

� as further described in �Hedging Policy� under �Compensation Discussion and Analysis�, our named executive officers are prohibited
from buying or selling options on our securities, engaging in any short sale of our securities or buying or selling our securities on
margin and sales against the box. Under our policies, pledging GrafTech securities is discouraged; and

� as further described in �Stock Ownership Guidelines� under �Compensation Discussion and Analysis�, our named executive officers are
subject to minimum ownership guidelines and are expected, within five years after appointment as a member of senior management,
to own a number of shares of our common stock (including unvested restricted stock) equal to two times annual base salary or in the
case of the chief executive officer, four times annual base salary.

We have concluded that our compensation plans do not create risks that are reasonably likely to have a material adverse effect on the Company.

Director Compensation for 2014

In May 2014, upon consultation with Mercer, its independent compensation consultant, the Organization, Compensation & Pension Committee
recommended, and the Board of Directors approved changes to the compensation structure for Directors. Prior to the changes, overall
compensation levels for service as a director for GrafTech was between the 25th percentile and the median of the peer group analyzed. Mercer
recommended that GrafTech consider moving to an �all-in� retainer approach where Board and Committee meeting fees would no longer be paid
except to the extent that an unusually large number of Board and committee meetings were held during the year.

Directors Compensation January 2014 to May 2014:

Annual Fees

For the period through May 2014, each director who was not an employee of GrafTech is compensated for services as a director by:

� an annual retainer of $45,000;

� a meeting fee of $1,500 for each Board meeting attended; and

� a fee of $1,000 for each committee meeting attended, including attendance by telephone.
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In addition, the Chairpersons (other than employees of GrafTech) of the Board and its committees and lead or presiding director were
compensated for their services by an additional annual retainer as outlined below:

Position Additional Retainer ($)
Chairperson of the Board 25,000
Lead or Presiding Director 20,000
Chairperson of the Audit and Finance Committee 15,000
Chairperson of the Organization, Compensation and Pension Committee 10,000
Chairperson of the Nominating and Governance Committee 5,000

The following table summarizes the annual cash and equity compensation payable to GrafTech�s directors (other than employee directors) for the
period January- 2014 through May, 2014. Employee directors do not receive compensation for rendering services as directors.

Name

Fees Earned or
Paid in

Cash ($)

Stock
Awards
($) (1) Total ($)

Randy W. Carson (3) 48,500 30,908 58,408
Mary B. Cranston (3) 75,500 30,908 106,408
Harold E. Layman (4) 44,500 80,000 124,500
Ferrell P. McClean (3) �  78,408 78,408
Steven R. Shawley (3) 16,500 80,408 96,908

(1) The grant date fair value of stock awards was determined in accordance with FASB ASC Topic 718. See Note 13 of our Consolidated
Financial Statements contained in our Annual Report on Form 10-K for the year ended December 31, 2014, for an explanation of the
assumptions made in the valuation of these awards.

(2) Mary B. Cranston, Ferrell P. McClean and Steven R. Shawley ceased directorship as of May 21, 2014; Harold E. Layman ceased
directorship as of May 15, 2014.

(3) The 2014 annual stock grant vested on a pro-rated basis (2,409 shares) through the 2014 annual stockholder meeting.

(4) Mr. Layman�s 2014 annual stock grant vested in whole, as approved by the Compensation Committee with Mr. Layman abstaining.
Directors� Compensation May 2014 to December 2014:

For the period after May 2014, each director who is not an employee of GrafTech is compensated for services as a director by:

� an annual retainer of $62,000;
There are no fees paid for meetings attended unless the total number of meetings in a Director Year exceeds 15. If the total number of Board and
Committee meetings exceeds 15 meetings, then the fees for each meeting in excess of 15 are:

� $1,500 for each excess Board meeting attended, including by telephone; and
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In addition, the Chairpersons (other than employees of GrafTech) of the Board and its committees and lead or presiding director are
compensated for their services by an additional annual retainer as outlined below.

Position Additional Retainer ($)
Chairperson of the Board 25,000
Lead or Presiding Director 20,000
Chairperson of the Audit and Finance Committee 20,000
Chairperson of the Organization, Compensation and Pension Committee 15,000
Chairperson of the Nominating and Governance Committee 10,000

The following table summarizes the annual cash and equity compensation payable to GrafTech�s directors (other than employee directors) for the
period May- 2014 through December, 2014. Employee directors do not receive compensation for rendering services as directors.

Name

Fees Earned or
Paid in

Cash ($)

Stock
Awards
($) (1) Total ($)

Randy W. Carson 74,625 90,000 164,625
Thomas A. Danjczek 65,250 90,000 155,250
Karen Finerman 50,250 90,000 140,250
David Jardini 54,000 90,000 144,000
Nathan Milikowsky 59,625 90,000 149,625
M. Catherine Morris 61,500 90,000 151,500

(1) The grant date fair value of stock awards was determined in accordance with FASB ASC Topic 718. See Note 13 of our Consolidated
Financial Statements contained in our Annual Report on Form 10-K for the year ended December 31, 2014, for an explanation of the
assumptions made in the valuation of these awards.

On December 31, 2014, outstanding stock awards, comprised of unvested restricted stock and deferred stock units, and option awards, were:

Name

Outstanding
Stock

Awards
(# of shares)

Outstanding
Option
Awards

(# of shares)
Randy W. Carson 37,333 5,000
Mary B. Cranston * 0 0
Thomas A. Danjczek 2,127 10,000
Karen Finerman 2,127 10,000
David Jardini 2,127 10,000
Harold E. Layman * 0 0
Ferrell P. McClean * 0 0
Nathan Milikowsky 2,127 15,000
M. Catherine Morris 2,127 10,000
Steven R. Shawley * 0 5,000

* Mr. Layman ceased directorship as of May 15, 2014; Mmes. Cranston and McClean, and Mr. Shawley ceased directorship as of May 21,
2014.

The philosophy of the Board is to compensate non-employee directors in a manner and an amount that enables us to:
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� motivate them to devote time and effort to GrafTech; and

� align the interests of the Board members with the interests of stockholders.
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The Board seeks to implement this philosophy through a combination of cash payments and stock-based incentives that achieves an appropriate
total compensation level. Competition for and retention of qualified and experienced directors is particularly intense in the current corporate
governance environment. The Compensation Committee periodically reviews and benchmarks the Board�s compensation levels and stock
ownership guidelines.

Equity Grants

The Compensation Committee has adopted a policy of granting to current non-employee directors, awards with respect to a specified number of
shares of our common stock determined annually by the Committee, referred to as the Annual Grant. The Annual Grant is that number of
restricted shares with a market value of $80,000 ($80,000 for the period prior to May 2014; $90,000 for the period after May 2014) measured by
the closing price of our common stock on the NYSE on the last trading day before the date of such grant. All of the restricted shares and options
granted prior to May 2014 to non-employee directors generally vest one year after the date of grant, so long as the director is then serving as a
director. Restricted shares granted in May 2014 vest 25% upon grant and 25% in each of the ensuring quarters. The exercise price per share of
any options granted has been the fair market value on the date of grant (as defined under the relevant stock-based incentive plan). Vested options
granted to a non-employee director expire upon the earlier of ten years after the date of grant or four years after the date the director ceases to be
a director. Other terms relating to these options are generally the same as those relating to options granted to management employees.

Effective May 2014, options to purchase 10,000 shares of GTI Common Stock are granted to new directors when they become Board members.
These options become fully vested and exercisable generally after one year of service (or on date of death, if sooner), so long as the director is
then serving as a Board member. These options expire upon the earlier of ten years after date of grant or four years after the director ceases to be
a Board member.

Non-employee directors may elect to receive deferred stock units in lieu of some or all of their retainers, accrued meeting fees for services, and
annual restricted stock grants. Each deferred stock unit represents a share of our common stock, which has been awarded to a recipient for
delivery at a later date, and which, once vested, is not subject to forfeiture. It is intended that the value (based on fair market values described
above) and vesting of the deferred stock awarded approximate the amount and timing of retainers and fees that would otherwise be paid. Vesting
accelerates upon the occurrence of a change in control (as defined in �Potential Payments on Termination or Change in Control�), upon death or at
the election of the Board or the Compensation Committee. Delivery of our common stock represented by the deferred stock units will be made
on the earliest of a date specified by the recipient (that is in a year after the year during which the election is made), the date on which a change
in control (as defined in the Compensation Deferral Plan) occurs, the recipient�s death, or the fifth anniversary of the date on which the recipient
ceases to be a director. The value for 2014 of the deferred stock units granted to directors in 2014 was reported in the �Stock Awards� column of
the �Director Compensation for 2014� tables above.

Other Compensation

In addition to the amounts described above, all directors are entitled to reimbursement for expenses (including for first class travel) incurred in
rendering services as directors. The Board has in the past awarded, and the Compensation Committee may in the future award, additional cash-
or stock-based compensation to one or more directors for special services rendered to GrafTech. No additional compensation was awarded in the
year ending December 31, 2014.

Currently, the Board has adopted guidelines for ownership of common stock by its non-employee directors and established a targeted time frame
for achieving such ownership. Compliance with the guidelines is voluntary. Under the guidelines, each non- employee director should, within
five years after election as a director, own shares of our common stock with a market value equal to at least four times his or her annual retainer.
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Equity Compensation Plan Information

The following table sets forth certain information relating to the shares of common stock that may be issued under our stock- based incentive
plans at December 31, 2014.

Plan Category

A B C

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 stockholders 4,609,991 10.92 295,593
Equity compensation plans not approved by stockholders 0 n/a �  

Total 4,609,991 10.92 295,593
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SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN BENEFICIAL OWNERS

The following table sets forth, at [                    ], 2015, the number and percentage of issued and outstanding shares of our common stock owned,
both actually and beneficially as determined pursuant to the rules promulgated by the SEC, by:

� each stockholder known by us to own more than 5% of the issued and outstanding shares of our common stock;

� each director and director nominee;

� each of our named executive officers; and

� all of the directors and executive officers as a group.
The number of shares of our common stock issued and outstanding as of [                    ], 2015 was [            ] shares. The business address for
matters related to GrafTech for each of our directors and director nominees and named executive officers is 6100 Oak Tree Blvd., Independence,
Ohio 44131.

Beneficial Owner

Total Number
of Shares

Beneficially
Owned,

Including
Shares Actually

Owned (a)(b)

Percentage of
Outstanding

Shares
(Beneficial
Ownership,
Including
Shares 
Actually

Owned) (c)
Daniel and Nathan Milikowsky Group (d) 15,266,842 [11.2]
FMR LLC (d) 15,094,902 [11]
Janus Capital Management LLC (d) 10,803,471 [7.9]
Royce & Associates LLC (d) 7,103,502 [5.2]
GAMCO (d) 7,053,589 [5.2]
The Vanguard Group 6,864,889 [5.0]
Joel L. Hawthorne [706,619] *
Erick R. Asmussen [247,025] *
Darrel A. Blair [134,061] *
Lionel D. Batty [208,176] *
John D. Moran [235,817] *
Randy W. Carson [83,068] *
Robert J. Conrad �  *
Thomas A. Danjczek [18,507] *
Karen Finerman (e) [302,514] *
David R. Jardini (f) [81,007] *
Nathan Milikowsky (g) [7,269,861] *
M. Catherine Morris [18,507] *
James A. Spencer �  *
Robert F. Weber �  *
Directors, nominees and executive officers as a group (14 persons) [9,252,189] [    ]% 

* Represents holdings of less than 1%.
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(a) Under the Savings Plan and our compensation deferral plan, contributions and allocations to employee accounts are invested in various
funds, in the discretion of the employees, including for each plan a fund that invests entirely in our common stock. Each unit in our
common stock fund approximates one share of our common stock. The preceding table includes, for each Named Executive Officer, the
following number of units/shares held in all such funds as follows: for Mr. Hawthorne, [            ]; for Mr. Asmussen, [            ]; for
Mr. Blair, [            ]; for Mr. Batty, [            ]; and for Mr. Moran, [            ].
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(b) Includes shares issuable upon exercise of options that are exercisable as of [                    ], 2015 or become exercisable within 60 days
thereafter, and based on the [                    ], 2015 closing price of our common stock on the NYSE of $[        ] per share as follows:

Total of such
Options

Such Options
that are NOT in

the money
Joel L. Hawthorne 61,300 61,300
Erick R. Asmussen 32,600 32,600
Darrell A. Blair 11,100 11,100
Lionel D. Batty 33,000 33,000
John D. Moran 46,000 46,000
Randy W. Carson 5,000 5,000
Thomas A. Danjczek 10,000 10,000
Karen Finerman 10,000 10,000
David R. Jardini 10,000 10,000
Nathan Milikowsky 15,000 15,000
M. Catherine Morris 10,000 10,000
Total Officers and Directors 244,000 244,000

(c) Percentage assumes conversion or exercise of such holder�s options, as the case may be, for purposes of calculating the total number of
outstanding shares, but does not assume exercise or conversion of securities held by third parties.

(d) The information set forth is based solely on the filings on Schedule 13G/A made on January 9, 2015 by Royce & Associates LLC, 745
Fifth Avenue, New York, New York 10151; Schedule 13G made on February 10, 2015 by The Vanguard Group, 100 Vanguard Blvd.,
Malvem, PA, 19355; Schedule 13G/A made on February 13, 2015 by FMR LLC, 245 Summer Street, Boston, MA 02210; Schedule
13G/A made on February 17, 2015 by Janus Capital Management LLC, 151 Detroit Street, Denver, Colorado, 80206; and Schedule 13D/A
made on January 23, 2015 by Daniel Milikowsky, Nathan Milikowsky and certain of their related parties named therein, and additional
information provided by beneficial owner, Nathan Milikowsky. We have not made any independent determination as to beneficial
ownership of any such stockholders and are not restricted in any determination we may make by reason of inclusion of such stockholder or
its shares in this table.

(e) Includes 261,507 shares held by affiliates of Metropolitan Capital Advisors, for which Ms. Finerman makes or shares the power to make
investment and voting decisions.

(f) Includes 62,500 shares held by the David R. Jardini 2010 Qualified Annuity Trust, for which Mr. Jardini acts as trustee.

(g) Includes 6,361,741 shares owned by Nathan Milikowsky; 147,360 shares owned by The Rebecca and Nathan Milikowsky Family
Foundation; 760,760 shares owned by Rebecca Milikowsky, which Mr. Milikowsky disclaims beneficial ownership as his spouse has sole
pecuniary interest in such shares. These shares are also included in the holdings of the Milikowsky Group.

The only known purchases or sales of shares of our common stock within the past two years by a �participant� (as defined in Instruction 3 to Item
4 of Schedule 14A) in this solicitation are purchases by Mr. Carson of 10,000 shares for $11.15 per share on April 25, 2014 and 13,480 shares
for $11.72 per share on April 28, 2014 and sales by Joel Hawthorne of 3,000 shares for $10.94 per share on November 5, 2013 and 3,000 shares
for $11.28 per share on November 6, 2013 and purchases by Joel Hawthorne of [                    ] shares during such period through regular
contributions pursuant to elections in his 401k plan.
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PROPOSAL TWO:

NON-BINDING ADVISORY VOTE ON EXECUTIVE COMPENSATION

Section 14A of the Exchange Act requires that at least once every three years our stockholders vote to approve, on a non-binding advisory basis,
the compensation of our named executive officers as disclosed in this proxy statement. Our stockholders presently vote annually, on a
non-binding advisory basis, on the compensation of our named executive officers, unless the Company elects to modify the frequency of such
votes based on the next stockholder vote on the frequency of such non-binding advisory votes on the compensation of our named executive
officers, which is expected to occur in 2017.

As described in detail under �Executive Compensation�Compensation Discussion and Analysis,� we believe that executive compensation should be
focused on promoting Company performance and stockholder value. To achieve these goals, our executive compensation program emphasizes
pay for performance and aligning the interests of our executives with those of our stockholders through the use of long-term incentives and the
encouragement of equity ownership. In addition, our executive compensation program is designed to allow us to recruit, retain and motivate
employees who play a significant role in our current and future success. Please read the �Compensation Discussion and Analysis,� the �2014
Summary Compensation Table� and the other related tables and accompanying narrative for a detailed description of the 2014 compensation of
our named executive officers. We believe that the 2014 compensation of each of our named executive officers was reasonable, appropriate and
aligned with the Company�s 2014 results and the achievement of the objectives of our executive compensation program.

The vote on this resolution is not intended to address any specific element of compensation; rather, the vote relates to the overall compensation
of our named executive officers. This vote is advisory only and is not binding on the Company, the Board or the Compensation Committee.
Although the vote is non-binding, our Board and Compensation Committee value the opinions of our stockholders and our Board and
Compensation Committee will consider the outcome of the vote when making future compensation decisions for our named executive officers.

As further described under �Executive Compensation�Compensation Discussion and Analysis,� in connection with equity awards made in 2014,
our Board and Compensation Committee, with the assistance of the Compensation Committee�s independent compensation consultant, reviewed
current incentive pay practices, analyzed survey data and took into consideration feedback from institutional investors. In summary:

� In the aggregate, our base salary levels (without regard to temporary salary reductions) and target total cash compensation are
competitive to market median levels compared to our Compensation Peer Group, although some variability exists from position to
position.

� Total direct compensation opportunities for the named executive officers are competitive, with levels at 93% of the market median.
We generally consider compensation to be competitive if it falls within a range of 90% to 110% of the market median for base salary
and total target cash compensation and 85% to 115% for total direct compensation.

� Overall, both actual total cash and actual total direct compensation for our named executive officers were significantly below market
levels due to no bonus payout for 2013 performance.

� To address the difficult global economic conditions we faced in 2014, management once again recommended, and the Board and the
Compensation Committee determined to make, no upward adjustments to our named executive officers� salaries in 2014 other than in
connection with promotions to positions of greater responsibility. This is the third consecutive year that no such upward adjustments
were made (other than due to promotions).

� We established stretch goals for our annual cash incentive (bonus) programs. For our 2015 annual bonus program, we adopted
performance measures based 50% on business unit Operating Income and 50% based on Company-as-a-whole Operating Income.
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� Upon management�s recommendation, the base salaries of our named executive officers were temporarily reduced by 10% for the
CEO and 5% for the other named executives and certain other corporate officers effective in 2015.

� In selecting the performance measures for performance share units awarded in 2014 under our long-term incentive plan for the
performance period 2015 � 2017, the Compensation Committee decided that Total Shareholder Return (TSR) and Free Cash Flow
were effective measures to align incentives with Company performance and stockholder value.

Accordingly, we ask our stockholders to vote in favor of the following resolution:

�RESOLVED, that the Company�s stockholders approve, on an advisory basis, the compensation of the named executive officers, as disclosed in
the Company�s Proxy Statement for the 2015 Annual Meeting of Stockholders pursuant to the compensation disclosure rules of the Securities and
Exchange Commission, including the Compensation Discussion and Analysis, the 2014 Summary Compensation Table and the other related
tables and accompanying narrative.�

The affirmative vote of a majority of the votes cast by holders of outstanding shares is required to approve this Proposal.

THE BOARD RECOMMENDS A VOTE FOR THE APPROVAL OF THE

COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS.
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PROPOSAL THREE:

APPROVAL OF AMENDMENTS TO THE 2005 EQUITY INCENTIVE PLAN AND THE MATERIAL TERMS OF THE
PERFORMANCE GOALS THEREUNDER

The Board has adopted an amendment to the 2005 Plan, the effectiveness of which is subject to approval of the amendment by stockholders, that
provides for:

� the extension of the term for authority to grant new awards under the 2005 Plan for an additional ten years, until May 25, 2025;

� the increase in the number of shares available for award under the 2005 Plan by 4,000,000 shares;

� the decrease in the maximum number of shares (or the cash equivalent thereof) that may be granted in respect of awards to any one
individual in any one calendar year to 1,000,000 shares; and

� an amendment to the categories of performance measures under the 2005 Plan.
A copy of the amendment is attached as Appendix A. The Board is submitting this Proposal for stockholders to approve the provisions of the
amendment described above and to approve the material terms of the performance goals (within the meaning of Section 162(m) of the Code.

If approved by stockholders, the provisions of the amendment would become effective immediately. The 2005 Plan will expire on May 24,
2015, and no additional awards may be granted thereunder after May 24, 2015, unless the provisions of the amendment described above are
approved by stockholders. To become effective, the provisions of the amendment described above must be approved by the affirmative vote of a
majority of the votes cast on the Proposal so long as such votes cast constitute a majority of outstanding shares.

If the provisions are approved, the number of shares available for awards during the extended term of the Plan will be increased by 4,000,000.
On December 31, 2014, only 295,593 shares were available for awards under the 2005 Plan. If the provisions are approved, the performance
measures under the 2005 Plan will be amended and restated to include certain additional measures consistent with those available under the
Executive Incentive Compensation Plan that was approved by the stockholders last year. Under Section 162(m) of the Code, the performance
goals must be re-approved every five years for awards thereunder to be deductible for income tax purposes. Approval of the provisions pursuant
to this Proposal will also constitute re-approval for purposes of Section 162(m).

History of the 2005 Plan

The 2005 Plan was adopted by the Board and, on May 25, 2005, the Company�s stockholders approved the Plan adopted by the Board in March
2005. The 2005 Plan was subsequently amended with stockholder approval to increase the number of shares available for awards thereunder and
to make changes that were not material within the meaning of NYSE listing standards or Section 162(m) to, among other things, cause the 2005
Plan to comply with Section 409A of the Code. The material terms of the performance goals (within the meaning of Section 162(m)) of the 2005
Plan were last approved by stockholders on May 20, 2010. The term for making awards under the 2005 Plan expires on May 24, 2015. As of
December 31, 2014, there were only 295,593 shares available for future awards under the 2005 Plan.

Purpose of the 2005 Plan: Sole Equity Compensation Program

The purpose of the 2005 Plan is to promote the interests of GrafTech and our stockholders by strengthening our ability to attract, motivate and
retain personnel upon whose judgment, initiative and efforts the financial
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success and growth of our business largely depend, to offer such personnel additional incentives to put forth maximum efforts for the success of
our business and to afford them an opportunity to acquire a proprietary interest in GrafTech through stock ownership and other rights. The 2005
Plan is our sole plan for providing equity incentive compensation to eligible employees, consultants and non-employee directors. The 2005 Plan
is also an important component of the total compensation package offered to employees and directors, reflecting the importance that GrafTech
places on motivating and rewarding superior results with long-term, performance-based incentives and allowing them to share in the wealth they
create for our stockholders. As of December 31, 2014, approximately 90 employees (including executive officers) were eligible to participate in
the 2005 Plan. All non-employee directors are eligible to participate in the 2005 Plan. Extending the term during which awards may be granted
under the 2005 Plan and increasing the number of shares available for awards under the 2005 Plan ensures that we have an adequate period of
time and an adequate reserve of shares available for issuance in order to attract, motivate and retain personnel and to provide compensation
opportunities to reward exemplary performance. If we are unable to grant equity compensation beyond May 25, 2015, we may need to consider
other compensation alternatives, such as increasing cash compensation, and lose the important benefits of aligning the long-term interest of
employees with those of stockholders.

Extension of the 2005 Plan

The 2005 Plan generally provides us with the flexibility to grant the types of awards that our Compensation Committee determines to be
desirable for motivating and rewarding our employees. The Board believes that extension of the terms of the 2005 Plan, in lieu of adopting an
entirely new equity plan, is the most efficient and practical means for maintaining the essential compensation of our executive compensation
programs.

Increase in Authorized Shares under the 2005 Plan

Currently, the shares remaining available for future awards under the 2005 Plan are insufficient to meet our long-term incentive needs. Our
stockholders last approved an increase to the number of shares under the 2005 Plan in 2009. We are committed to effectively managing our
equity compensation share reserve and minimizing stockholder dilution. Based on our current stock price and our current programs, we estimate
that the additional 4,000,000 shares (which represents approximately 3.0% of our total shares currently outstanding) for which approval is now
sought, when combined with the shares remaining available under the 2005 Plan, will be sufficient to make awards under the 2005 Plan for up to
three years. Actual needs could vary depending on circumstances.

Each year, the Compensation Committee reviews our overall compensation strategy and determines allocations of cash and equity compensation
in light of our pay-for-performance philosophy. In determining the annual equity compensation, the Compensation Committee reviews, among
other things, the average annual gross burn rate for the past three years, the shareholder value transfer percentage, historical share utilization and
expectations regarding our future headcount and hiring needs. �Gross burn rate� means the total number of equity awards granted during each
fiscal year divided by the weighted-average number of shares outstanding for such fiscal year. The Company�s three-year-average annual gross
burn rate is approximately 1.15%. �Shareholder value transfer percentage� means the value of all outstanding equity awards shares available for
grant under the 2005 Plan divided by the Company�s market capitalization. As a general matter, we strive to achieve a three-year-average annual
gross burn rate and a shareholder value transfer percentage at or near the median average rates for our peer group companies identified in
�Compensation Discussion and Analysis� and within the limits recommended by independent shareholder advisory groups, such as Institutional
Shareholder Services (�ISS�). The Compensation Committee has determined that the Company�s equity awards are reasonable and generally
competitive based on, among other things, consideration of the those measures and taking into account the extensive experience of the
Compensation Committee, including its understanding of the benefits and limitations of such measures and its experience in making
compensation decisions and evaluating the Company�s performance, business objectives and strategic goals.
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In reaching its decision regarding the appropriate number of additional shares to make available for awards under the 2005 Plan, the
Compensation Committee considered these same factors and determined a number that it believes will provide the Company with a sufficient
number to cover the awards that we anticipate granting to eligible participants for approximately five years, although the actual number of shares
utilized will depend on a variety of factors, including our headcount growth rate, employee turnover, the level of equity compensation offered by
other companies with whom we are competing for talent, our stock price and the mix of awards granted.

Decrease in Maximum Shares subject to Award(s) Granted to any Person in any Year

The Compensation Committee also considered the same factors as those considered for increasing the authorized shares under the 2005 Plan in
reaching its decision to decrease the number of shares available for awards under the 2005 Plan on a per-person, per-year basis as described
below. The reduction of the maximum from 8,800,000 shares to no more than 1,000,000 shares reflects an amount the Compensation Committee
sees as the maximum amount that could reasonably be considered necessary to continue to attract, motivate and retain personnel and to provide
compensation opportunities to reward exemplary performance, while demonstrating the commitment to minimize dilution to stockholders. The
Compensation Committee has never granted any equity-compensation award covering more than 1,000,000 shares in any one year to any one
individual.

Changes to Performance Measures and Section 162(m) of the Code

We seek to administer the 2005 Plan in a manner that will allow certain awards, such as our performance-based restricted stock units (�PSUs�), to
constitute �performance-based� compensation within the meaning of Section 162(m). Section 162(m) generally prohibits a publicly traded
company from deducting certain executive compensation in excess of $1,000,000 per year unless, among other things, the compensation is paid
under a stockholder-approved plan containing objective performance goals. Currently, Section 162(m) and related regulations require that
stockholders approve the material terms of the performance goals no less frequently than every five years in order to continue to qualify for the
exemption from that limitation if the compensation committee has the authority to change the goals under the performance measures after
stockholder approval (as is the case with the Compensation Committee, other than in the case of option awards). For purposes of
Section 162(m), the material terms include (i) the individuals eligible to receive compensation, (ii) a description of the business criteria on which
the performance goal is based, and (iii) the maximum amount of compensation that can be paid to an individual under the performance goal.
Stockholder approval of the provisions of the amendment to the 2005 Plan described above is intended to constitute approval of the material
terms of the performance goals under the 2005 Plan for purposes of Section 162(m) and permit qualification of incentive awards for full tax
deductibility for a period of five years under Section 162(m). Notwithstanding such approval, there can be no guarantee that awards granted
under the Plan will be treated as qualified performance-based compensation under Section 162(m).

As the business environment has changed over time and pay-for-performance has become an ever more important element in compensation
arrangements, the Compensation Committee has, with the advice of its consultants, adjusted the manner in which it evaluates performance and
metrics. The Compensation Committee believes the changes made to the term �Performance Measures� in the 2005 Plan to include the criteria
outlined in the summary description below under �Performance Measures� will provide us with appropriate choices for measuring performance to
allow the Compensation Committee to adapt over the remaining term of the 2005 Plan while continuing to both provide competitive
compensation opportunities and deliver value to stockholders upon performance by our employees.

Summary Description of the Material Terms of the 2005 Equity Incentive Plan, as Proposed to be Amended, Including Its Performance
Goals

The following is a summary of the principal features of the 2005 Plan, as proposed to be amended, including the material terms of the
performance goals to be approved and their operation. This summary is qualified by
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reference to the full text of the 2005 Plan, as amended, a copy of which is available to any stockholder upon request and the full text of the
amendment, which is attached hereto as Appendix A.

Administration. The 2005 Plan is administered by the Compensation Committee. The Compensation Committee must be composed of at least
two directors. All Compensation Committee members must qualify as �outside directors� under Section 162(m) of the Code or as �non-employee
directors� under Rule 16b-3 promulgated under the Exchange Act. Subject to the terms of the 2005 Plan, the Compensation Committee has the
power to select the executive officers (including �covered employees� as defined in Section 162(m)) who are eligible to receive awards under the
2005 Plan, the type and amount of awards to be granted, and the terms and conditions of such awards and to otherwise approve the total amount
of awards that may be granted to different levels of employees. The Compensation Committee may delegate its authority under the 2005 Plan
described in the preceding sentence to officers or other employees of the Company, but may not delegate authority to an officer or employee to
determine his or her own awards or take any action in contravention of Rule 16b-3 promulgated under the Exchange Act, the performance-based
compensation exception under Section 162(m), or the Sarbanes-Oxley Act of 2002. The Compensation Committee also has the authority to
interpret the 2005 Plan and establish, amend or waive rules necessary or appropriate for the administration of the 2005 Plan.

Eligibility. Any employee of GrafTech or a subsidiary of GrafTech and, in the case of awards other than incentive stock option awards, any
independent contractor, consultant or advisor providing services to GrafTech or any of its subsidiaries who is specifically identified by the
Compensation Committee, and any non-employee director of GrafTech or a subsidiary of GrafTech is eligible to receive awards under the 2005
Plan. While all of our employees, non-employee directors, independent contractors, advisors and consultants would be eligible to participate in
the 2005 Plan, it is expected that most awards under the 2005 Plan would be made to our senior officers, managers, and technical and
professional personnel.

Shares Subject to the 2005 Plan. After approval of the amendment by stockholders, the maximum number of shares of GrafTech�s common
stock, par value $0.01 per share, that may be granted in the future as awards under the 2005 Plan is 4,295,593 shares, plus any shares of common
stock that are represented by awards currently outstanding under the 2005 Plan that are subsequently forfeited or terminated, expire unexercised,
lapse or are otherwise canceled in a manner such that the shares covered by such awards would have been available for future awards
thereunder. The maximum number of shares deliverable pursuant to awards granted under the 2005 Plan is subject to adjustment by the
Compensation Committee upon certain dilutive events. After approval of the amendment by stockholders, in no event may the number of shares
(including the cash equivalent of the same) subject to awards granted to any one participant during any one calendar year exceed 1,000,000
shares (or the cash equivalent of the same).

Amendment of the 2005 Plan. The Board has the power and authority to terminate or amend the 2005 Plan at any time; provided, however, that,
to the extent that the Board determines that the listing requirements of any national securities exchange or quotation system on which GrafTech�s
common stock is then listed or quoted, or the Code or regulations promulgated thereunder, require stockholder approval in order to maintain
compliance with such listing requirements or to maintain any favorable tax advantages or qualifications, then the 2005 Plan shall not be
amended without approval of stockholders. No amendment to the 2005 Plan may adversely affect any rights of a holder of an outstanding award
under the 2005 Plan without the holder�s consent.

Transferability. Rights under any award granted under the 2005 Plan may be transferred only as may be approved by the Compensation
Committee. However, incentive stock options will in all events be nontransferable otherwise than by will or the laws of descent and distribution.

Change in Control. Existing award agreements generally provide, and we expect future awards to provide, that in the event of a change in
control of GrafTech, as defined therein, all outstanding awards will become 100% vested, free of all restrictions, immediately and fully
exercisable, and deemed earned in full and, if the change in

79

Edgar Filing: EGL INC - Form 10-Q

Table of Contents 111



Table of Contents

control constitutes a change in ownership or effective control under Code Section 409A, payable as of the day immediately preceding such
change in control. The definition of change in control is described in the Compensation Discussion & Analysis Section above on page 64.

Payments on Terminations following a Change in Control.

Award Agreements and Term. All awards under the 2005 Plan will be authorized by the Compensation Committee and evidenced by an award
agreement setting forth the terms and conditions of such award. An award agreement may, but need not be, executed or acknowledged by us or
the recipient of the award.

Clawbacks. The 2005 Plan includes a provision reserving to GrafTech the right to clawback certain awards or benefits thereunder in the event of
detrimental conduct on the part of the recipient of the award.

Stock Options. A grant of a stock option entitles a participant to purchase from us a specified number of shares at a specified price per share. In
the discretion of the Compensation Committee, stock options may be granted as nonqualified stock options or incentive stock options, but
incentive stock options may only be granted to employees of GrafTech or a subsidiary of GrafTech. No participant may receive incentive stock
options in respect of more than 1,000,000 shares in any one calendar year. No stock options may be exercisable more than ten years from the
date of grant.

The Compensation Committee may fix any price as the purchase price per share at which shares may be purchased under a stock option.
However, the purchase price per share must be at least equal to the fair market value of GrafTech�s common stock on the date of grant. The
exercise price must be paid in cash or, if approved by the Compensation Committee, by (i) delivery of shares of GrafTech�s common stock that
have been held by the optionee for at least six months with a fair market value equal to the exercise price, (ii) the withholding of shares that
would otherwise be issuable upon exercise, (iii) participation in a broker-assisted �cashless exercise� arrangement or (iv) payment of any other
form of consideration acceptable to the Compensation Committee.

Stock Appreciation Rights (SARs). The grant of an SAR provides the holder with the right to receive a payment in shares of GrafTech�s common
stock equal to the excess of the fair market value of a specified number of shares on the date the SAR is exercised over a SAR price specified in
the applicable award agreement. The SAR price specified in an award agreement must be equal to or greater than the fair market value of
GrafTech�s common stock on the date of the grant. No SAR may be exercisable more than ten years from the date of grant.

Restricted Stock. A grant of restricted stock is an award of shares subject to restrictions set forth in the 2005 Plan and in the related award
agreement. The award agreement for restricted stock will specify the time or times within which such award may be subject to forfeiture and any
performance goals or conditions that must be met in order to remove the restrictions. Except for limitations on transfer and other limitations set
forth in the applicable award agreement, holders of restricted stock shall have all of the rights of a stockholder, including the right to vote the
shares and, if provided in the applicable award agreement, the right to receive any dividends thereon.

Performance Shares. Performance shares are performance-based awards representing the unfunded and unsecured right to receive shares
contingent upon the achievement of one or more performance measures, subject to restrictions or limitations set forth in the 2005 Plan and in the
related award agreement. The award of performance shares will be based on the achievement, over a specified period, of performance measures
(as defined in the 2005 Plan) as prescribed by the Compensation Committee in its sole discretion. Performance share awards may be paid in
shares, cash or a combination thereof as prescribed by the Compensation Committee in its sole discretion.
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Other Awards. The Compensation Committee may grant to any participant other forms of awards payable in shares or cash, including phantom
stock and deferred stock awards. The terms and conditions of such other form of award shall be specified by the applicable award agreement.
Such other awards may be granted for no cash consideration, other than services already rendered, or for such other consideration as may be
specified by the applicable award agreement.

Performance Measures. Awards may be granted under the 2005 Plan that are subject to the attainment of pre-established performance goals
over a specified performance period. Performance-based awards may be payable in stock or cash. The award agreement for a performance-based
award will specify the performance period, the performance goals to be achieved during the performance period, and the maximum or minimum
settlement values. As modified by the amendment, performance measures set by the Compensation Committee may be applied with respect to an
individual participant, the company as a whole or any subsidiary, division, line of business or functional or business unit and may be measured
on an absolute, gross, total, net, per share (including basic, diluted or fully diluted), average, adjusted or relative basis (or measured based on
changes therein) consisting of any type or kind of: costs or expenses; earnings, income or profit; stockholder return; return on sales, assets,
capital, investment or equity; sales or revenue; cash flow (which includes throughput); EBIT or EBITDA; debt; gross, operating, debt or other
margin or profit; working capital or any element thereof; market share; stockholder equity or net worth; unit volumes; inventory turnover; stock
price; productivity or production; product quality; corporate value measures; capital expenditures; credit rating; cost of debt, equity or capital;
completion of significant projects or implementation of significant new processes; achievement of strategic milestones; and any combination of
the foregoing.

Termination of Employment, Death, Disability and Retirement. The Compensation Committee shall specify in each award agreement the terms
and conditions for becoming vested in, and exercising (where applicable), awards upon the termination of a participant�s employment, death,
disability and retirement.

Current Awards under the 2005 Plan. Consistent with our pay-for-performance policies, since the 2005 Plan was approved by stockholders, the
only awards made under our 2005 Plan have consisted of awards of restricted stock, performance share units, and options. Some of these awards
have become fully vested, non-forfeitable and freely transferable and some of them have been cancelled, forfeited or exercised. The balance of
these awards remains outstanding.

Federal Income Tax Consequences

The following is a general summary as of the date of this proxy statement of the United States federal income tax consequences associated with
the grant of stock options under the 2005 Plan. The federal tax laws may change and the federal, state and local tax consequences for any
participant will depend upon his or her individual circumstances. Also, this information may not be applicable to employees of foreign
subsidiaries or to participants who are not residents of the United States. Participants have been and are encouraged to seek the advice of a
qualified tax advisor regarding the tax consequences of participation in the 2005 Plan.

Nonqualified Stock Options. A participant receiving a nonqualified stock option will not recognize income and GrafTech will not be allowed a
deduction at the time the option is granted. When a participant exercises a nonqualified stock option, the participant will have ordinary income
equal to the excess, if any, of the fair market value of the shares on the date of exercise over the option price. GrafTech will be entitled to a
deduction for federal income tax purposes in an equal amount. When a participant disposes of shares acquired upon the exercise of the option,
any amount received in excess of the fair market value of the shares on the date of exercise will be treated as short-term or long-term capital
gain, depending upon the participant�s holding period following the exercise of the option. If the amount received is less than the fair market
value of the shares on the date of exercise, the loss will be treated as short-term or long-term capital loss, depending upon such holding period.
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Incentive Stock Options. Incentive stock options granted under the 2005 Plan are intended to meet the requirements of Code Section 422 to
qualify as �incentive stock options.� A participant receiving a grant of incentive stock options will not recognize income, and GrafTech will not be
allowed a deduction, at the time such an option is granted. When a participant exercises an incentive stock option while employed by the
Company or within the three-month (one year for disability) period after termination of employment, no ordinary income will be recognized by
the participant at that time (and no deduction will be allowed to GrafTech) but the excess of the fair market value of the shares acquired by such
exercise over the option price will be taken into account in determining the participant�s alternative minimum taxable income for purposes of the
federal alternative minimum tax. If the shares acquired upon exercise are not disposed of until more than two years after the date of grant and
one year after the date of transfer of the shares to the participant (statutory holding periods), the excess of the sale proceeds over the aggregate
option price of such shares will be taxable as long-term capital gain, and GrafTech will not be entitled to any federal income tax deduction.
Except in the event of death, if the shares are disposed of prior to the expiration of the statutory holding periods (a �Disqualifying Disposition�),
the excess of the fair market value of such shares at the time of exercise over the aggregate option price (but not more than the gain on the
disposition if the disposition is a transaction on which a loss, if sustained, would be recognized) will be ordinary income at the time of such
Disqualifying Disposition (and GrafTech will be entitled to a federal tax deduction in a like amount), and the balance of the gain, if any, will be
capital gain (short-term or long-term depending upon the participant�s holding period). To the extent that the aggregate fair market value of
shares (determined on the date of grant) with respect to which incentive options become exercisable for the first time during any calendar year
exceeds $100,000, such excess options will be treated as nonqualified options.

Payment Using Shares. If a participant pays the exercise price of a nonqualified or incentive stock option with previously-owned shares of
GrafTech�s common stock and the transaction is not a Disqualifying Disposition, the shares received equal to the number of shares surrendered
are treated as having been received in a tax-free exchange. The shares received in excess of the number surrendered will not be taxable if an
incentive stock option is being exercised, but will be taxable as ordinary income to the extent of their fair market value if a nonqualified stock
option is being exercised. The participant does not recognize income and GrafTech receives no deduction as a result of the tax-free portion of the
exchange transaction. If the use of previously acquired incentive stock option shares to pay the exercise price of another incentive stock option
constitutes a Disqualifying Disposition, the tax results are as described in the preceding paragraph. The income treatment will apply to the shares
disposed of, but will not affect the favorable tax treatment of the shares received.

Future 2005 Plan Benefits. Future awards under the 2005 Plan are subject to the discretion of our Compensation Committee. As a result, it is
not possible to determine awards that will be received by executive officers, directors and employees under the 2005 Plan in the future. There
are no pending awards under the 2005 Plan that are contingent upon the approval of this Proposal by our stockholders and our stockholders are
not being asked to approve any specific awards. As described in the Compensation Discussion and Analysis, annual equity grants to our
executives currently are composed of three types of awards: options (20%), restricted stock units (30%) and PSUs (50%). The Compensation
Committee may, in its discretion change the type and mix of awards in the future.

Outstanding awards to our named executive officers are described under �Grants of Plan Based Awards in Fiscal Year Ended December 31, 2014�
and under �Outstanding Equity Awards in Fiscal Year Ended December 31, 2014� and Equity Compensation Plan Information, elsewhere in this
proxy statement. Total stock-based compensation to all employees, including all current officers who are not executive officers, under the 2005
Plan during 2014 had a fair value of approximately $4 million. Consistent with our pay-for-performance philosophy, vesting of our performance
shares granted in 2014 is conditioned on the attainment of free cash flow, total shareholder return, or other performance targets. The target
awards are subject to upward or downward adjustment based on the degree to which the established performance criteria are achieved. Subject to
applicable terms of the award agreements, the November 2014 performance shares do not vest until March 2018. Further, the awards also have a
service vesting component, as the awards are forfeitable if the individual�s employment terminates before vesting occurs. Restricted stock units
and performance shares granted to all employees,
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including all current officers who are not executive officers, under the 2005 Plan during 2014 covered 690,624 shares. Restricted stock units
generally vest over the three year period following the date of grant based on continued employment with the Company. In addition, stock
options (which are also performance based compensation under Section 162(m)) granted to all employees, including all current officers who are
not executive officers, were granted under the 2005 Plan during 2014 to purchase an aggregate of 189,905 shares with a weighted-average
exercise price of $4.28 per share. The stock options are subject to vesting over a three year period following the date of grant based on continued
employment with the Company.

Additional Equity Plan Information

The following table provides certain additional information regarding all of our equity incentive plans:

As of 12/31/14
Total Stock Options Outstanding 2,042,074
Total Restricted Stock and Performance Shares Outstanding 1,814,130
Total Common Stock Outstanding 136,898,282
Weighted-Average Exercise Price of Stock Options Outstanding $ 10.93
Weighted-Average Remaining Duration of Stock Options Outstanding 7.8 years
Total Shares Available for Grant under the 2005 Plan 295,593

Information for Burn Rate Calculations

The following table provides detailed information regarding activity under our 2005 Equity Plan in fiscal 2014.

2014 2013 2012
Stock Options Granted 671,939 348,106 441,700
Restricted Stock & PSUs Granted 1,466,919 803,542 964,906
Total 2,140,872 1,153,661 1,408,618
3 Year Average Grants 1,567,717
Weighted-Average Common Shares Outstanding (basic) 136,155,000 135,067,000 138,552,000
Annual Gross Burn Rate 1.57% 0.85% 1.02%
3 year Average Annual Gross Burn Rate 1.15%

The affirmative vote of a majority of the votes cast by holders of outstanding shares is required to approve this Proposal.

THE BOARD RECOMMENDS A VOTE FOR APPROVAL OF AN EXTENSION OF THE TERM OF THE 2005 EQUITY
INCENTIVE PLAN FOR AN ADDITIONAL TEN YEARS, AN INCREASE IN THE NUMBER OF SHARES AUTHORIZED FOR
AWARDS THEREUNDER BY 4,000,000 SHARES AND THE DECREASE IN THE MAXIMUM NUMBER OF SHARES (OR THE
CASH EQUIVALENT THEREOF) THAT MAY BE GRANTED IN RESPECT OF AWARDS TO ANY ONE INDIVIDUAL IN ANY

ONE CALENDAR YEAR TO 1,000,000 SHARES AND THE MATERIAL TERMS OF THE PERFORMANCE GOALS
THEREUNDER.
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PROPOSAL FOUR:

RATIFY THE APPOINTMENT OF PRICEWATERHOUSECOOPERS LLP AS OUR INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM FOR THE CURRENT FISCAL YEAR ENDING DECEMBER 31, 2015

PricewaterhouseCoopers LLP served as our independent registered public accounting firm in 2014 and is expected to be retained to do so in
2015. The Board has elected to ask our stockholders to ratify the appointment of the independent registered public accounting firm at the Annual
Meeting as a matter of good corporate practice.

Stockholder ratification of the appointment of PricewaterhouseCoopers LLP as our independent registered public accounting firm is not required
by our by-laws or otherwise. If the stockholders do not ratify the appointment, the Audit Committee will reconsider whether to retain the firm. In
such event, the Audit Committee may retain PricewaterhouseCoopers LLP, notwithstanding the fact that the stockholders did not ratify the
appointment, or select another nationally recognized accounting firm without re- submitting the matter to the stockholders. Even if the
appointment is ratified, the Audit Committee reserves the right in its discretion to select a different nationally recognized accounting firm at any
time if it determines that such a change would be in the best interests of GrafTech and its stockholders.

The affirmative vote of a majority of the votes cast by holders of outstanding shares is required to approve this Proposal.

THE BOARD RECOMMENDS A VOTE FOR THE RATIFICATION OF THE APPOINTMENT OF
PRICEWATERHOUSECOOPERS LLP AS THE COMPANY�S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

FOR THE CURRENT FISCAL YEAR ENDING DECEMBER 31, 2015.
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PROPOSAL FIVE:

BY-LAW REPEAL PROPOSAL

On January 23, 2015, Mr. Milikowsky delivered to the Company a notice of intent to present at the Annual Meeting a proposal to repeal any new
by-law or any amendment to the by-laws in effect as of the date of the Annual Meeting and adopted after September 30, 2012 that is inconsistent
with or disadvantageous to the Milikowsky Group or to the election of the members of the Milikowsky Control Slate.

Proposal No. 5 provides for the adoption of the resolution in the following form:

�RESOLVED, that any provision of the Bylaws of GrafTech International Ltd. (the �Company�) as of the date of effectiveness of this resolution
that was not included in the Bylaws as amended effective September 30, 2012 (as publicly filed with the Securities and Exchange Commission
on October 4, 2012), be and hereby is repealed.�

The Board has not adopted new by-laws or any amendment to the by-laws since the by-laws were last amended on September 30, 2012. In
addition, the Board does not currently intend to adopt any new by-laws or any amendment to the by-laws prior to the Annual Meeting.
Accordingly, the Board believes that this Proposal No. 5, if presented, would be unnecessary.

A majority of the members of the Board believes that this Proposal No. 5 delivered by Mr. Milikowsky is overbroad and intended to further a
personal agenda of Mr. Milikowsky and other members of the Milikowsky Group without regard to the impact on other stockholders. In
particular, this Proposal seeks repeal of any by-law or by-law amendment that is disadvantageous to a specific group�the Milikowsky
Group�regardless of whether it benefits stockholders generally or has been adopted to respond to feedback from other stockholders not part of the
Milikowsky Group. Moreover, it is not limited by its terms to the election of directors or other matters of corporate governance, but is so broad
as to cover personal grievances and affronts regardless of the merits.

The Board�s fiduciary duties require that it retain the flexibility to adopt, at any time, any new by-law or amendment to the by-laws that it
believes is proper and in the best interest of all of the stockholders. The automatic repeal of any duly adopted by-law or by-law amendment,
irrespective of its content, could have the unfortunate effect of repealing one or more properly adopted by-law or by-law amendment that is in
the best interests of GrafTech and its stockholders, including in response to unforeseeable events occurring between now and the Annual
Meeting.

The Board is properly empowered by GrafTech�s corporate documents and applicable law to amend, repeal or add to the by-laws in accordance
with its fiduciary duties. A majority of the members of the Board believes this Proposal has no purpose other than to frustrate Board action in
furtherance of its duties to all stockholders.

The affirmative vote of the holders of not less than 67% of the outstanding shares is required to adopt this Proposal, if it is presented by Mr.
Milikowsky or his duly qualified representative at the Annual Meeting.

THE BOARD RECOMMENDS A VOTE AGAINST THE BY-LAW REPEAL PROPOSAL, IF IT IS PRESENTED AT THE ANNUAL
MEETING.
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PROPOSAL SIX

REIMBURSEMENT OF MILIKOWSKY EXPENSES RELATED TO 2014 PROXY CONTEST

On August 29, 2014, the Board received a letter from counsel for Nathan Milikowsky requesting reimbursement of $5,946,251.54 in expenses
(the �Reimbursement Request�) incurred by Mr. Milikowsky and certain related parties in connection with the proxy contest in support of the
election at the 2014 annual meeting of stockholders of his slate of nominees for director (the �2014 Contest�). That slate included Karen Finerman
and David Jardini, as well as Mr. Milikowsky, each of whom is currently a director of the Company. Ms. Finerman and Messrs. Jardini and
Milikowsky each agreed to recuse themselves from consideration of the Reimbursement Request due to their conflict of interest. Accordingly,
the Reimbursement Request has been considered by the remaining members of the Board�Cathy Morris, Tom Danjczek, Randy Carson and Joel
Hawthorne (collectively, for purposes of this Proposal, the �Disinterested Directors�). In connection with their consideration of the Reimbursement
Request, the Disinterested Directors obtained the advice of qualified independent counsel (�Independent Counsel�). Mr. Milikowsky was advised
of, and did not object to, the engagement of Independent Counsel by the Board.

At the request of the Disinterested Directors, Independent Counsel requested additional information from Mr. Milikowsky�s counsel to
substantiate the amount, nature and purpose of the expenses described in the Reimbursement Request. Mr. Milikowsky�s counsel provided
certain of the additional information requested and ultimately indicated that no further substantiation would be forthcoming.

Delaware law generally provides that the board of directors of a Delaware corporation may reimburse successful contestants for actual,
reasonable and bona fide proxy-contest expenses incurred in connection with a proxy contest waged over policy issues (as opposed to personal
grievances or agendas) where payment is either (i) part of a settlement in which there is consideration to the corporation for such payment or
(ii) approved by stockholders. Delaware law was recently amended so that a corporation�s bylaws may permit the corporation to reimburse
expenses incurred by a stockholder in soliciting proxies in connection with an election of directors on terms and conditions set forth in the
bylaws, but no such bylaw can apply retroactively to any election with a record date that precedes the adoption of the bylaw.

After multiple meetings and upon consultation with Independent Counsel, in November 2014, the Disinterested Directors had unanimously
determined not to approve payment of the Reimbursement Request without stockholder approval. On November 17, 2014, Independent Counsel
informed Mr. Milikowsky�s counsel that the Disinterested Directors unanimously concluded that it would not be in the best interests of all
stockholders to pay the Reimbursement Request. In making their determination, the Disinterested Directors considered the aggregate amount of
the expenses, the extent to which the expenses were substantiated and the purpose, nature and amount of the various categories of expenses (to
the extent substantiated).

The Disinterested Directors observed that the aggregate amount of the Reimbursement Request is more than double the aggregate expenses
incurred by the Company in connection with the 2014 proxy contest. The Disinterested Directors also found that the Reimbursement Request
substantially exceeds the amount reimbursed in virtually all but one of the other proxy contests referenced in the letter from Mr. Milikowsky�s
counsel setting forth the Reimbursement Request. For these reasons, the Disinterested Directors concluded that the aggregate amount of the
Reimbursement Request appears to be unreasonable.

In addition, the Disinterested Directors noted Mr. Milikowsky�s unwillingness to provide all of the requested documentation in support of the
Reimbursement Request. In connection with the substantiated expenses, the Disinterested Directors did not identify any consideration that the
Company would receive in exchange for payment of the Reimbursement Request. The Disinterested Directors also failed to identify any
demonstrable benefits that payment of the Reimbursement Request might confer upon other GrafTech stockholders. Accordingly, the
Disinterested Directors concluded that approval of such payment might be deemed wasteful of the Company�s resources.
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Finally, the Disinterested Directors noted that some of the most significant issues in the 2014 proxy contest focused on Mr. Milikowsky�s
personal conduct, his qualifications to serve as a director and Mr. Milikowsky�s apparent grievance at being excluded from nomination for
election as a director at the Company�s 2013 annual meeting of stockholders. The Disinterested Directors also considered Mr. Milikowsky�s
unwillingness during the 2014 proxy contest to consider any settlement proposal that did not include him personally serving on the Board.
Accordingly, the Disinterested Directors concluded that the 2014 proxy contest could not necessarily be characterized as solely or primarily
related to a policy-based contest as contemplated by Delaware law.

Since September 2014, Mr. Milikowsky has reiterated the Reimbursement Request several times, most recently in connection with discussions
relating to a settlement of the current 2015 proxy contest. Mr. Milikowsky has stated that he may seek reimbursement of the expenses incurred
and to be incurred in connection with the 2015 proxy contest. In light of the Mr. Milikowsky�s nomination of a control slate in connection with
the 2015 proxy contest and because Mr. Milikowsky has not irrevocably and unconditionally withdrawn the Reimbursement Request, the
Disinterested Directors have concluded that submitting the approval of the Reimbursement Request to the Company�s stockholders is in the best
interests of GrafTech stockholders. [The Disinterested Directors have not made any decision to pay, or not to pay, amounts covered by the
Reimbursement Request based on the outcome of the stockholder vote on this Proposal. Any decision as to whether to make, or not make, such
payment would be made by the Board as constituted following the Annual Meeting. Assuming that Messrs. Milikowsky and Jardini and Ms.
Finerman continue to recuse themselves from the decision and deliberations thereon, it is the expectation of the Company that any such decision
on behalf of the Board would be made by the then members of the Board who are disinterested or some duly authorized committee of them. It is
the expectation of the Company that, in making any such decision, those members of the Board would take into account all relevant facts and
circumstances, including the outcome of the stockholder vote on Proposal 6 as well as the factors considered by the Disinterested Directors in
making the decision to submit this Proposal to a stockholder vote.]

The affirmative vote of a majority of the total number of votes cast by shares then outstanding and entitled to vote on this Proposal is required to
approve the Reimbursement Request. Therefore, for purposes of this Proposal, abstentions and other shares not voted (whether by broker
non-vote or otherwise) will not be counted as votes cast and will have no effect on the result of the vote, although abstentions will count toward
the presence of a quorum. Broker non-votes will not be included in determining the presence of a quorum.

THE BOARD ACTING AT THE UNANIMOUS VOTE OF THE DISINTERESTED DIRECTORS RECOMMENDS THAT
STOCKHOLDERS VOTE �AGAINST� APPROVAL OF THE REIMBURSEMENT REQUEST.
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OTHER INFORMATION

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires GrafTech�s directors and officers and beneficial owners of more than 10% of the outstanding shares
of our common stock to file with the SEC initial reports of ownership, and reports of changes in ownership, of our common stock and other
equity securities. We believe that, during 2014, all of our directors and officers and beneficial owners of more than 10% of the outstanding
shares complied with all reporting requirements under Section  16(a).

Limitations on Soliciting Material, Liabilities and Incorporation by Reference

In accordance with the rules and regulations of the SEC, the following information set forth in this proxy statement shall not be deemed to be
soliciting material within the meaning of Regulations 14A and 14C under the Exchange Act, filed with the SEC under the Exchange Act or
otherwise subject to Regulations 14A or 14C or liabilities under Section 18 of the Exchange Act and shall not be deemed to be incorporated by
reference into any filing under the Securities Act of 1933 or the Exchange Act, notwithstanding any general incorporation by reference of this
proxy statement into any other document filed with the SEC:

� information under the caption �The Board of Directors� regarding the independence or expertise of any particular director; and

� information under the captions �Audit and Finance Committee Report� and �Compensation Committee Report.�
Forward Looking Statements

This proxy statement and any related proxy solicitation materials furnished by or on behalf of the Company contain �forward-looking statements�
about such matters as: our outlook for 2015; future or targeted operational and financial performance; growth prospects and rates; the markets
we serve; future or targeted profitability, cash flow, liquidity sales, costs and expenses, tax rates, cost management, working capital, inventory
management, debt levels, capital expenditures, EBITDA, and business opportunities and positioning; strategic plans; stock repurchase plans;
supply chain management; rationalization and related initiatives and activities; the impact of rationalization, cost competitiveness and liquidity
initiatives; expected or targeted changes in production capacity or levels, operating rates or efficiency in our operations or our competitors� or
customers� operations; future prices and demand for our products and changes therein; product quality; diversification, new products, and product
improvements and their impact on our business; the integration or impact of acquired businesses; investments and acquisitions that we may
make in the future; possible financing (including factoring and supply chain financing) activities; our customers� operations and demand for their
products; our position in markets we serve; regional and global economic and industry market conditions and changes therein, including our
expectations concerning their impact on us and our customers and suppliers; conditions and changes in the global financial and credit markets;
tax rates and the effects of jurisdictional mix; the impact of accounting changes; and currency exchange and interest rates and changes therein.

We have no duty to update these statements. Our expectations and targets are not predictions of actual performance and historically our
performance has deviated, often significantly, from our expectations and targets. Actual future events, circumstances, performance and trends
could differ materially, positively or negatively, due to various factors, including: failure to achieve EBITDA or other estimates; actual outcome
of uncertainties associated with assumptions and estimates used when applying critical accounting policies and preparing financial statements;
failure to successfully develop and commercialize new or improved products; adverse changes in inventory or supply chain management;
limitations or delays on capital expenditures; business interruptions including those caused by weather, natural disaster, or other causes; delays
or changes in, or non-consummation of proposed investments or acquisitions; failure to successfully integrate or achieve expected synergies,
performance or returns expected from any completed investments or acquisitions; inability to
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protect our intellectual property rights or infringement of intellectual property rights of others; changes in market prices of our securities;
changes in our ability to obtain financing on acceptable terms; adverse changes in labor relations; adverse developments in legal proceedings or
investigations; non-realization of anticipated benefits from, or variances in the cost or timing of, organizational changes, rationalizations and
restructurings; loss of market share or sales due to rationalization or pricing activities; negative developments relating to health, safety or
environmental compliance or remediation or liabilities; downturns, production reductions or suspensions, or other changes in steel, electronics
and other markets we or our customers serve; customer or supplier bankruptcy or insolvency events; political unrest which adversely impacts us
or our customers� businesses; declines in demand; intensified competition and price or margin decreases; graphite electrode and needle coke
manufacturing capacity increases; fluctuating market prices for our products, including adverse differences between actual graphite electrode
prices and spot or announced prices; consolidation of steel producers; mismatches between manufacturing capacity and demand; significant
changes in our provision for income taxes and effective income tax rate; changes in the availability or cost of key inputs, including
petroleum-based coke or energy; changes in interest or currency exchange rates; inflation or deflation; failure to satisfy conditions to
government grants; continuing uncertainty over U.S. fiscal policy or condition; continuation of the European debt crisis; changes in government
fiscal and monetary policy; a protracted regional or global financial or economic crisis; and other risks and uncertainties, including those
detailed in our SEC filings, as well as future decisions by us.

Annual Report on Form 10-K

A copy of our Annual Report on Form 10-K accompanies this proxy statement. Such annual report is not a part of our proxy solicitation
materials. Upon receipt of a written request, we will furnish to any stockholder, without charge, an additional copy of our Annual Report on
Form 10-K (without exhibits) for the year ended December 31, 2014 required to be filed under the Exchange Act. Upon such written request and
the payment of $0.10 (ten cents) per page, copies of any exhibit to our Annual Report on Form 10-K will also be provided. Any such written
request should be directed to our Investor Relations Department at GrafTech International Ltd., 6100 Oak Tree Blvd., Independence, Ohio,
44131, or call us at 216-676-2000.

Proxy Solicitation

Our solicitation of proxies is being made by GrafTech and we will bear the cost of the solicitation. We have retained MacKenzie Partners, Inc. to
aid in our solicitation of proxies at an anticipated cost up to $300,000. Up to twenty employees of MacKenzie Partners, Inc. will solicit
stockholders. We estimate that our aggregate incremental costs in connection with the proxy contest described herein (including printing,
delivery, transportation, mailing costs, fees and expenses of counsel, solicitors, public relations and financial advisors) will be approximately $3
million to $4 million. As of March 31, 2015, expenditures in connection with the solicitation were $[        ]. We will request banks, brokers and
other nominees, including custodians and fiduciaries, to forward soliciting material to beneficial owners of our common stock and will pay such
persons for forwarding such material. In addition to the solicitation of proxies generally by means of this proxy statement, officers or other
employees, without extra remuneration, may solicit proxies by telephone or other means of personal contact.

Auditor Attendance at 2015 Annual Meeting

Representatives of PricewaterhouseCoopers LLP have stated that they intend to be present at the Annual Meeting and be available to respond to
appropriate questions. They may make a statement if they desire to do.

Pre-Approval Policies and Procedures

The Audit Committee Charter requires that the Audit Committee review and approve in advance the retention of our registered independent
public accounting firm for all types of audit and non-audit services to be performed for us by our registered independent public accounting firm
and approve the fees for such services,
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other than de minimus non-audit services allowed by relevant law. The Audit Committee periodically may pre-approve the retention of our
registered independent public accounting firm for any additional permitted non-audit services. All of the services provided to us by
PricewaterhouseCoopers LLP for Audit Fees, Audit-Related Fees, Tax Fees, and All Other Fees, as shown in the table below, were approved by
the Audit Committee in accordance with this pre-approval policy and procedure.

Registered Independent Public Accounting Firm�s Fees

A summary of the fees that we paid to PricewaterhouseCoopers LLP for professional services performed for 2014 and 2013, respectively, is set
forth below.

Summary of Audit, Audit-Related, Tax and Other Fees

2014 2013
(Dollars in millions)

Audit Fees (a) $ 2.3 $ 1.8
Audit-Related Fees (b) 0.0 0.2
Tax Fees (c) 0.1 0.4
All Other Fees (d) 0.0 0.1

Total $ 2.4 $ 2.5

(a) Includes fees in connection with:

� audits of our annual consolidated financial statements and internal controls over financial reporting;

� reviews of our quarterly financial statements;

� statutory and regulatory audits of subsidiaries; and

� consents and other services related to SEC matters in 2013.

(b) Includes fees in connection with:

� financial accounting and reporting consultations; and

� attestation services not required by statute or regulation.

(c) Includes fees in connection with tax compliance and consulting services.
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(d) Represents non audit advisory services in 2014 and 2013 and license fees for technical research database.
When are Stockholder Proposals for the 2016 Annual Meeting Due

Any proposal (including any nomination for election to our Board) that a stockholder wishes to have considered for inclusion in our proxy
statement for the annual meeting of stockholders for 2016 must be given to our Secretary at our principal executive office on or before the 120th
day preceding the anniversary of the date that this proxy statement is mailed and must otherwise comply with our by-laws and the rules and
regulations of the SEC.

Our by-laws provide, among other things, that written notice of any proposal (including any such nomination in connection with an annual
meeting of stockholders) by a stockholder must be given to our Secretary not later than 105 days and not earlier than 135 days prior to (i) the
first anniversary of the preceding year�s annual meeting of stockholders or (ii) if the date of such annual meeting is more than 30 days before or
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after such anniversary and (A) either public disclosure of such date has been given or made or such stockholder has been informed or learned of
such date more than 115 days before such date, not earlier than the open of business on the 135th day and not later than the close of business on
the 105th day prior to such meeting or (B) both public disclosure of such date have not been given or made and such stockholder has not been
informed or learned of such date more than 115 days before such date, not earlier than the open of business on the 135th day prior to such
anniversary and not later than the close of business on the 10th day following the date on which public disclosure of such date is given or made
or such stockholder is informed or learns of such date.

Our by-laws provide that written notice by a stockholder of any such nomination in connection with any other meeting of stockholders must be
delivered or mailed to, and received at, our principal executive office (i) not earlier than the 135th day and not later than the 105th day prior to
the date of such meeting, if either public disclosure of such date has been given or made or such stockholder has been informed or learned of
such date on or more than 135 days before such date, or (ii) not later the 10th day following the date on which public disclosure of the date of
such meeting is given or made or such stockholder is informed or learns of such date, if both public disclosure of such date has not been given or
made and such stockholder has not been informed or learned of such date more than 135 days before the date of such meeting.

The chairperson of the meeting shall determine whether any such proposal (or nomination) shall have been properly brought. If such proposal
(or nomination) is not properly brought, then the chairperson shall not allow a vote on the proposal (or nomination).

Our proxy card for the Annual Meeting will give discretionary authority with respect to all stockholder proposals properly brought before the
Annual Meeting that are not included in this proxy statement.

What Information is Required for Stockholder Proposals and Nominations

Our by-laws provide, among other things:

� that a stockholder submitting a proposal or nomination must be a stockholder of record and must be a stockholder as of the record
date for the meeting as well as the dates currently specified in the bylaws;

� provide that a proposal must be a proper matter for stockholder action;

� require that a proponent correct inaccurate or incomplete information within three business days after the information becomes
inaccurate or incomplete, and in any event not less than five business days prior to the meeting;

� require a proponent to provide additional information and representations about itself, any nominee for election as a director and
related parties and others for or with whom they are acting, including additional information regarding (a) direct, indirect, beneficial,
derivative and other ownership, voting, short, dispositive or pecuniary interests in our capital stock, (b) interests adverse to us or our
principal business or businesses (including interests in any of our principal competitors), (c) any other stockholder or other person
supporting or expected to support such proposal or nomination, (d) whether any of such parties intends to deliver a proxy statement
or solicit proxies in respect of such business or nomination and (e) the proponent�s intent to appear in person or by proxy at the
meeting to propose such business or nomination;

� require a proponent to provide, as to a nominee for director, a questionnaire and additional information and representations with
respect to such nominee, including additional information (a) which the nominee would be required to provide if the nominee was
the proponent, (b) to enable evaluation of compensation committee interlocks, interlocking directorates under the Clayton Act, and
eligibility to meet independence and other director qualifications set forth in our corporate governance documents, in applicable
listing rules and otherwise and (c) regarding whether the nominee (i) would be acting on his or her own behalf or on behalf of
another party, (ii) is a party to any arrangement or has given any
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assurance as to how the nominee would vote on any particular matter or that could limit or interfere with such nominee�s ability to
comply with fiduciary duties and (iii) would comply with all of our corporate governance, conflict of interest and other policies and
procedures; and

� provide that, if a proponent does not appear in person or by proxy at a meeting, the business or nomination proposed by such
proponent need not be submitted at the meeting.

For a complete description of our voting procedures, please review our complete by-laws as amended, which we recommend that you read in
order to comply with the requirements for bringing a proposal or making a nomination. Our bylaws were filed as Exhibit 3.2.0 to our Annual
Report on Form 10-K for the fiscal year ended December 31, 2014, and are incorporated herein by reference. You may contact our Secretary at
our principal executive offices for a copy of our complete bylaws as amended, including the relevant provisions regarding the requirements for
making stockholder proposals and nominating director candidates, or you may refer to the copy of our bylaws and amendment filed with the
SEC as described above, available at http://www.sec.gov.

Proxyholders named in the proxy or vote instruction card for the Annual Meeting will have discretionary authority to vote on any proposal
submitted at the Annual Meeting, other than a proposal that is included in this proxy statement.

Stockholders Sharing an Address

If you share an address with another stockholder, you may receive only one set of proxy materials (including this proxy statement and the annual
report to stockholders) unless you have provided contrary instructions. If you wish to receive a separate set of proxy materials now or in the
future, you may contact our Investor Relations Department at GrafTech International Ltd., 6100 Oak Tree Blvd., Independence, Ohio 44131, or
call us at 216-676-2000.

Similarly, if you share an address with another stockholder and have received multiple copies of our proxy materials, you may contact us at the
above address to request delivery of a single copy of these materials.
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APPENDIX A

AMENDMENT NO. 2 TO THE

AMENDED AND RESTATED (AS OF FEBRUARY 2012)

GRAFTECH INTERNATIONAL LTD.

2005 EQUITY INCENTIVE PLAN

WHEREAS, the Amended and Restated 2005 Equity Incentive Plan of GrafTech International Ltd. (the �Company�) was adopted, effective
May 25, 2005, and subsequently amended and restated (as amended and restated through the date hereof, the �Plan�);

WHEREAS, the Company wishes to amend the Plan as permitted therein; and

WHEREAS, unless otherwise defined herein, defined terms used herein shall have the meanings set forth in the Plan;

NOW, THEREFORE, the Plan is hereby amended as follows:

1. The first sentence of the definition of �Performance Measures� in Section 2(hh) of the Plan is hereby amended, effective upon the approval of
this amendment by the stockholders of the Company, to read in its entirety as follows:

��Performance Measures� means one or more performance criteria, which may be applied with respect to an individual Participant, the Corporation,
any Subsidiary, the Company or any division, line of business or functional or business unit and which may be measured on an absolute, gross,
total, net, per share (including basic, diluted or fully diluted), average, adjusted or relative basis (or measured based on changes therein),
consisting of any type or kind of: costs or expenses; earnings, income or profit; stockholder return; return on sales, assets, capital, investment or
equity; sales or revenue; cash flow (which includes throughput); EBIT or EBITDA; debt; gross, operating, debt or other margin or profit;
working capital or any element thereof; market share; stockholder equity or net worth; unit volumes; inventory turnover; stock price;
productivity or production; product quality; corporate value measures; capital expenditures; credit rating; cost of debt, equity or capital;
completion of significant projects or implementation of significant new processes; achievement of strategic milestones; and any combination of
the foregoing.�

2. The first sentence of Section 3.1 of the Plan is hereby amended, effective upon the approval of this amendment by the stockholders of the
Company, to increase the aggregate number of Shares that may be delivered under the Plan referenced therein by 4,000,000 Shares.

3. The last sentence of each of Sections 4.4 and 5 of the Plan is hereby amended, effective upon the approval of this amendment by the
stockholders of the Company, to decrease the maximum number of Shares, together with the cash value of any Award represented by the value
of Shares, alone or in combination with any other Award that may be settled in Shares, in respect of which an Award may be granted to any one
Participant in any one calendar year to 1,000,000 Shares.

4. The first sentence of Section 17.2 of the Plan is hereby amended, effective upon the approval of this amendment by the stockholders of the
Company, to extend the authority to grant new Awards under the Plan until May 24, 2025.

IN WITNESS WHEREOF, this Amendment has been duly executed by the Company, effective as set forth above.

GRAFTECH INTERNATIONAL LTD.

By:
Name:
Title:
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WHITE UNIVERSAL PROXY CARD

PRELIMINARY PROXY - SUBJECT TO COMPLETION

GRAFTECH INTERNATIONAL LTD.

Annual Meeting of Stockholders May 29, 2015, 10:00 a.m., Eastern Daylight Time

VOTE BY INTERNET � WWW.CESVOTE.COM

Use the Internet to transmit your voting instructions up until 11:59 p.m., Eastern Daylight Time, on the day prior to
the Annual Meeting date. Have your WHITE Universal Proxy Card in hand when you access the website and then
follow the instructions.

OR

VOTE BY TELEPHONE � 1-888-693-8683

Use any touch-tone telephone to transmit your voting instructions up until 11:59 p.m., Eastern Daylight Time, on the
day prior to the Annual Meeting date. Have your WHITE Universal Proxy Card in hand when you call and then
follow the instructions.

OR

VOTE BY MAIL

Mark, sign and date your WHITE Universal Proxy Card and return it in the postage-paid envelope we have provided.
Please mail early to ensure your vote is received prior to the Annual Meeting.

CONTROL NUMBER 

The Board recommends that you vote FOR the seven (7) GrafTech Nominees, FOR Proposals 2, 3 and 4 and
AGAINST Proposals 5 and 6.

1. Election of 9 directors to serve until the next annual meeting of stockholders and until their respective successors
have been duly elected and qualified.

You may vote FOR any combination of not more than 9 nominees named below. The Board recommends that
you vote FOR the 7 GrafTech nominees.

GrafTech Nominees
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FOR WITHHOLD FOR WITHHOLD

(01) Randy W. Carson q q (02) Robert
J. Conrad

q q

(03) Thomas A. Danjczek q q (04) James O. Egan q q

(05) Joel L. Hawthorne q q (06) James A.
Spencer

q q

(07) Robert F. Weber, Jr. q q

Nathan Milikowsky Nominees

FOR WITHHOLD FOR WITHHOLD

(08) Frederic Brace q q (09) Alan Carr q q

(10) Michael Christodolou q q (11) Karen Finerman q q

(12) David R. Jardini q q (13) Nathan
Milikowsky

q q

(14) Fiona Scott Morton q q
IMPORTANT: You may only vote FOR 9 nominees in total. If you vote FOR more than 9 nominees, none of your
votes for any nominees will be counted or tabulated. Shares represented by your proxy will, however, be counted as
present for purposes of a quorum and will be voted as directed on all matters other than the election of directors.

IMPORTANT: Please be sure to count the total number of FOR votes above. If more than 9, please correct your vote.
WITHHOLD does not count as a vote for this purpose.

2. Ratification of the appointment of PricewaterhouseCoopers LLP (�PwC�) as the independent registered public
accounting firm for the current fiscal year ending December 31, 2015.  Board recommendation: FOR

q   FOR q   AGAINST q   ABSTAIN

3. Approval of an amendment to the 2005 Equity Incentive Plan (the �Plan�) to extend the term of the Plan for an
additional 10 years, increase the number of shares authorized for awards thereunder by 4,000,000 shares, decrease
the maximum award to any one individual in any one year, and approve the material terms of the performance
goals thereunder for income tax deductibility.  Board recommendation: FOR
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q   FOR q   AGAINST q   ABSTAIN

4. Approval, by a non-binding advisory vote, of our executive compensation.  Board recommendation: FOR

q   FOR q   AGAINST q   ABSTAIN

5. Approval of a stockholder proposal, if presented, to repeal certain provisions of the by-laws, if any, that were not
in effect as of September 30, 2012.   Board recommendation: AGAINST

q   FOR q   AGAINST q   ABSTAIN

6. Approval of a proposal to authorize payment of approximately $6,000,000 to a director as reimbursement for
expenses incurred in connection with the proxy contest for the 2014 annual meeting of stockholders.  Board
recommendation: AGAINST

q   FOR q   AGAINST q   ABSTAIN

Please date this proxy card and sign exactly as your name appears on this card. Joint owners should each sign
personally. Authorized officers, executors, administrators, trustees, etc. should sign for their corporations, estates,
trusts, etc. and give their full titles.

Signature Date

Title

Signature (Joint Owner) Date

Title
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YOUR VOTE IS IMPORTANT. PLEASE VOTE TODAY.

We encourage you to take advantage of Internet or telephone voting.

If you vote by Internet or telephone, you do NOT need to mail back your WHITE Universal Proxy Card

Your Internet or telephone vote authorizes the named proxies to vote your shares in the same manner as if you
marked, signed and returned your WHITE Universal Proxy Card

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting:

The Notice and Proxy Statement and the Annual Report on Form 10-K are available at:

www.graftech.com in the Investor Relations section.

IMPORTANT: Please use only the WHITE Universal Proxy Card to vote your shares, as it provides you with
the most options for electing a full slate of nine directors. Please discard any blue proxy card you receive.

Even if you have previously signed and returned a blue proxy card, please use the enclosed WHITE Universal
Proxy Card to vote FOR the seven (7) GrafTech Nominees and up to two (2) Nathan Milikowsky Nominees of
your choice.

Please do not send back the blue proxy card, even to vote against Nathan Milikowsky and his slate, as doing so
will override any previous vote you submitted on the WHITE Universal Proxy Card. Only the latest dated
proxy card you submit will be counted.

GRAFTECH INTERNATIONAL LTD.

Annual Meeting of Stockholders

May 29, 2015 10:00 a.m. Eastern Daylight Time

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS AT THE DIRECTION OF
THE SPECIAL COMMITTEE (the �Board�). The undersigned stockholder of GrafTech International Ltd.
(�GrafTech�) appoints Joel L. Hawthorne and John D. Moran, or either of them, as proxies for the undersigned, with full
power of substitution in each of them, to attend the 2015 Annual Meeting of Stockholders of GrafTech (the �Annual
Meeting�) to be held at [�] at 10:00 a.m., Eastern Daylight Time, on May 29, 2015, and any adjournment or
postponement thereof, to cast on behalf of the undersigned all votes that the undersigned is entitled to cast at the
Annual Meeting and otherwise to represent the undersigned at the Annual Meeting with all the powers possessed by
the undersigned if personally present at the Annual Meeting. The undersigned acknowledges receipt of the Notice of
the Annual Meeting and the accompanying Proxy Statement, the terms of each of which are incorporated by reference,
and revokes any proxy heretofore given with respect to the Annual Meeting.
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The votes entitled to be cast by the undersigned will be cast as instructed on the reverse. If this WHITE
Universal Proxy is executed but no instruction is given as to one or more matters, the votes entitled to be cast
by the undersigned will be cast on the uninstructed matters as follows: FOR the election of all 7 of the
GrafTech nominees as directors, FOR Proposals Two, Three and Four and AGAINST Proposals Five and Six.
Additionally, the votes entitled to be cast by the undersigned will be cast in the discretion of the proxy holder
on any other matter that may properly come before the Annual Meeting or any adjournment or postponement
thereof.

CONTINUED AND TO BE SIGNED ON THE OTHER SIDE
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