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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

ihlggl,}l({)};gRLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
For the quarterly period ended March 31, 2018

?;RANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
Fg?;ﬁe transition period from to

Commission File Number: 000-30269

PIXELWORKS, INC.

(Exact name of registrant as specified in its charter)

OREGON 91-1761992

(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

224 Airport Parkway, Suite 400
San Jose, California

(Address of principal executive offices) (Zip Code)
(408) 200-9200

(Registrant’s telephone number, including area code)

95110

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if

any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required

to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated

filer,” “smaller reporting company” and “emerging growth company” in Rule 12b-2 of the Exchange Act.
Large accelerated filer - Accelerated filer X
Non-accelerated filer “(Do not check if a smaller reporting company) Smaller reporting company

Emerging growth company ~
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. Yes © No ~
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x
Number of shares of Common Stock, par value $0.001 per share, outstanding as of May 4, 2018: 35,582,500.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements.

PIXELWORKS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

(Unaudited)

March 31, December 31,

2018 2017
ASSETS
Current assets:
Cash and cash equivalents $20,611 $ 27,523
Accounts receivable, net 4,451 4,640
Inventories 2,589 2,846
Prepaid expenses and other current assets 3,736 1,328
Total current assets 31,387 36,337
Property and equipment, net 5,871 5,605
Other assets, net 1,341 1,338
Acquired intangible assets, net 5,457 5,856
Goodwill 18,407 18,407
Total assets $62,463 $ 67,543
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable $3,092 $ 1,436
Accrued liabilities and current portion of long-term liabilities 12,574 16,387
Current portion of income taxes payable 355 445
Total current liabilities 16,021 18,268
Long-term liabilities, net of current portion 1,173 1,487
Convertible debt — 6,069
Income taxes payable, net of current portion 2,353 2,282
Total liabilities 19,547 28,106
Commitments and contingencies (Note 13)
Shareholders’ equity:
Preferred stock — —
Common stock 422,968 418,891
Accumulated other comprehensive income 20 20
Accumulated deficit (380,072) (379,474 )
Total shareholders’ equity 42916 39,437
Total liabilities and shareholders’ equity $62,463 $ 67,543

See accompanying notes to condensed consolidated financial statements.
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PIXELWORKS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

(Unaudited)

Revenue, net

Cost of revenue (1)

Gross profit

Operating expenses:

Research and development (2)
Selling, general and administrative (3)
Restructuring

Total operating expenses

Income (loss) from operations
Interest income (expense) and other, net (4)
Income (loss) before income taxes
Provision for income taxes

Net income (loss)

Net income (loss) per share:

Basic

Diluted

Weighted average shares outstanding:
Basic

Diluted

(1) Includes:

Amortization of acquired intangible assets
Inventory step-up and backlog amortization
Stock-based compensation

(2) Includes stock-based compensation

(3) Includes:

Stock-based compensation

Amortization of acquired intangible assets

CORPORATE GOVERNANCE

Our Board has adopted corporate governance guidelines. According to these guidelines, the business and affairs of CF Industries shall be managed by or ur
assure the vitality of the company for our customers and employees and the other individuals and organizations who depend on us. A copy of our corporate
writing to our corporate secretary at the address on the Notice of Annual Meeting accompanying this Proxy Statement.

Director Independence

Our Board has made an affirmative determination that the following seven directors have no material relationship with CF Industries or any of its subsidiar
requirements for "independence" set forth in the corporate governance standards of the New York Stock Exchange (the "NYSE"): Robert C. Arzbaecher, W
Edward A. Schmitt.
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Leadership of the Board

Stephen R. Wilson has served as our Board chairman since our initial public offering in August 2005. Mr. Wilson also served as our president and chief ex
serve as non-executive chairman of the Board following his retirement as president and chief executive officer of the company in order to utilize Mr. Wilso
chief executive officer transition. Our non-management directors selected Stephen A. Furbacher to serve as our Board chairman effective immediately follc
leadership of the Board through his position as lead independent director of the Board. The Board does not require the separation of the offices of Board ch
Industries at any given point in time. According to our corporate governance guidelines, if the chairman of the Board is not an independent director, our inc
if the chairman of the Board is an independent director, he or she will serve as the lead independent director. Because Mr. Furbacher is an independent dire
The lead independent director's duties include coordinating the activities of the independent directors, coordinating the agenda for and moderating sessions
among the other members of the Board. Unless otherwise provided in a short-term succession plan approved by the Board, in the event that our chairman o
duties, the non-management directors shall select one their number to assume the duties of the chairman of the Board and shall allocate the duties of the ch:
consider the situation and take action.

Meetings of Non-management Directors

At each regularly scheduled meeting, the Board conducts executive sessions, which are discussions that involve only the non-management directors. Our c
chairman of the Board (if he or she is an independent director) or by the lead independent director (if the chairman is not an independent director). Followi
sessions of the Board.

14
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Code of Corporate Conduct

Our Board has adopted a code of corporate conduct that is applicable to all of our directors, officers, and employees. A copy of the code is available to stoc
address on the Notice of Annual Meeting accompanying this Proxy Statement. We will disclose amendments to, or waivers from, the code on our corporate

Stockholder Engagement

We believe that building positive relationships with our stockholders is critical to CF Industries' success. We value the views of, and regularly communicat
and related matters. In 2013, we expanded our stockholder engagement program on governance matters and reached out to stockholders representing more
stockholder proposals presented at our 2013 Annual Meeting. Our engagement activities have resulted in valuable feedback that has contributed to our deci
and the substantial stockholder support for the proposals presented at the 2013 Annual Meeting, we have taken the following actions:

The Board adopted, and is submitting for stockholder approval, a Charter amendment to eliminate all supermajority voting provisions from our C
voting power of our issued and outstanding common stock at the Annual Meeting, the Board will amend our Bylaws to eliminate supermajority v

information, see Proposals 2, 3 and 4, above.

Our Board determined that the company will prepare a semiannual report listing CF Industries' political contributions (the "Political Contribution
corporate governance and nominating committee. Additionally, the Political Contributions Reports will set forth the United States trade associati
more and identify the portion of such dues that is used for advocacy and/or political activities by those associations. The most recent Political Co

activities and contributions, lobbying and related matters, are currently available on our website.

Our Board determined that the company will prepare an annual sustainability report with information related to our energy efficiency and emissic
items (the "Sustainability Report"). Each Sustainability Report will be posted on our website and presented to the corporate governance and nom:

publishing our first Sustainability Report is a significant step and we are committed to developing our sustainability reporting over time, as appro

With respect to board diversity, our Board modified our corporate governance guidelines and amended the corporate governance and nominating
diversity of backgrounds, including personal characteristics such as race, gender and age and the experiences and skills relevant to the Board's pe
corporate governance and nominating committee has determined that it will incorporate recruitment protocols that seek to identify candidates in ¢
director, Stephen A. Furbacher, engaged in dialogue with certain stockholders and other stakeholders regarding the Board's board diversity initiat

15
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and nominating committee charter are available on our website. For further information, see "Nominations of Director Candidates," below.

In addition to the items above, in 2012 we amended our Bylaws to adopt a majority voting standard for the election of directors in uncontested elections. In
declassify our Board. We continue to welcome your input and feedback and look forward to continued engagement with our stockholders.

Committees of the Board

Our Board has established three separate standing committees: the audit committee, the compensation committee, and the corporate governance and nomin
charters are available to stockholders at our corporate website, www.cfindustries.com, or by writing to our corporate secretary at the address on the Notice

Audit Committee. Our audit committee is a separately designated standing committee established in accordance with Section 3(a)(58)(A) of the Securities |
Kuhbach (chairman), Robert C. Arzbaecher, William Davisson, and Stephen J. Hagge, all of whom our Board has affirmatively determined to be independ
members. Our Board has also determined that Messrs. Arzbaecher, Davisson, Hagge, and Kuhbach are "audit committee financial experts," as defined by tl
of our financial statements and financial reporting process and our systems of internal accounting and financial controls, (2) the performance of our interna
internal control over financial reporting, and (4) our compliance with legal and regulatory requirements, including our disclosure controls and procedures. "
registered public accounting firm and the evaluation of our accounting firm's qualifications, independence, and performance. The audit committee's report |

Compensation Committee. Our compensation committee currently consists of Robert C. Arzbaecher (chairman), Stephen A. Furbacher, Stephen J. Hagge,
independent under the corporate governance standards of the NYSE applicable to compensation committee members. Our Board has also determined that a
Rule 16b-3 promulgated under the Exchange Act, and "outside directors," within the meaning of Section 162(m) of the Internal Revenue Code of 1986, as
employee benefit plans and practices, including our executive compensation plans, director compensation plans, and incentive-compensation and equity-ba
Statement. Additional information regarding the processes and procedures of the compensation committee in recommending and determining compensatior
and Analysis Role of the Compensation Committee."

Corporate Governance and Nominating Committee. Our corporate governance and nominating committee currently consists of Edward A. Schmitt (chairm
Board has affirmatively determined to be independent under the corporate governance standards of the NYSE. The corporate governance and nominating c
serve as directors and on committees of the Board; advising the directors

16
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with respect to the Board's composition, procedures, and committees; developing and recommending to the Board a set of corporate governance principles;

Role of the Board in Risk Oversight

In fulfilling its risk oversight role, our Board focuses on the adequacy of our risk management process and the effectiveness of our overall risk managemen
risk management (i) adequately identify the material risks that the company faces in a timely manner; (ii) implement appropriate risk management strategie
exposures; (iii) integrate consideration of risk and risk management into business decision-making throughout the company; and (iv) include policies and p
executives and, as appropriate, to the Board or relevant committees. During 2013, our Board reviewed with key members of management responsible for i
strategic, operating, financial reporting, and compliance objectives, as well as the likelihood of occurrence, the potential impact, and the mitigating measur

Attendance of Directors at Meetings

Directors are expected to attend meetings of our Board and the committees on which they serve, as well as our annual meeting of stockholders. A director
chairman of the Board or the chairman of the appropriate committee in advance of such meeting.

During 2013, our Board held seven meetings, our audit committee held nine meetings, our compensation committee held six meetings, and our corporate g
meetings of our Board and those committees of which they were members. All of our directors attended the 2013 Annual Meeting, which was held on May
Communications with Directors

The Board has established a process to receive communications from stockholders and other interested parties. Stockholders and other interested parties m:
committee by mail. To communicate with the Board, any individual director, or any group or committee of directors, correspondence should be addressed t
such correspondence should be sent c/o the corporate secretary at the address on the Notice of Annual Meeting accompanying this Proxy Statement.

All communications received as set forth in the preceding paragraph will be opened by the office of our general counsel for the sole purpose of determining
nature of advertising, promotions of a product or service, or patently offensive material will be forwarded promptly to each addressee. In the case of comm
distribute copies of the contents to each director who is a member of the Board or of the group or committee to which the envelope or correspondence is ad

Stockholder Recommendations of Director Candidates

The corporate governance and nominating committee will consider director candidates recommended by stockholders. In considering candidates submitted
of the candidate. The committee may also take into consideration the number of shares of our common stock that the recommending stockholder

17
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holds and the length of time that such shares have been held. To have a candidate considered by the committee, a stockholder must submit the recommendz

the name of the stockholder and evidence of the person's ownership of our stock, including the number of shares owned and the length of time of

the name of the candidate, the candidate's resume or a listing of his or her qualifications to be a director of CF Industries, and the person's consen

The stockholder recommendation and information described above must be sent c/o the corporate secretary at the address on the Notice of Annual Meeting
120 days prior to the anniversary date of our most recent annual meeting of stockholders.

Nominations of Director Candidates

The corporate governance and nominating committee believes that the minimum qualifications for serving as a director of CF Industries are that a nominee
contribution to the Board's oversight of our business and affairs and have an impeccable record and reputation for honest and ethical conduct in both his or
experiences and skills, relevant industry background and knowledge, time availability in light of other commitments, potential conflicts of interest, materia

In response to conversations with stockholders and significant stockholder support for a stockholder proposal related to board diversity at the 2013 Annual
diversity would be beneficial to the Board and the corporate governance of CF Industries, the Board modified our corporate governance guidelines and amc
that our board of directors represent a diversity of backgrounds and our policy and approach with respect to director diversity. In accordance with the corpc
corporate governance and nominating committee considers diversity in identifying nominees for director, including personal characteristics such as race, g
the oversight of the company.

The corporate governance and nominating committee generally identifies potential nominees by engaging firms that specialize in identifying director candi
persons meeting the criteria described above who have had a change in circumstances that might make them available to serve on the Board. As described :

The corporate governance and nominating committee assesses on an annual basis the effectiveness of our policy and approach with respect to director dive
corporate governance and nominating committee recommended that we make the changes to our corporate governance and nominating committee charter ¢
recruitment protocols that seek to identify candidates in any future director search who meet the Board's objective to increase the diversity of the Board ove
searches on behalf of the committee to incorporate such recruitment protocols into future candidate searches.

18
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Once a person has been identified by the corporate governance and nominating committee as a potential candidate, the committee may collect and review p
further. If the corporate governance and nominating committee determines that the candidate warrants further consideration, the chairman or another memt
considered and to serve on the Board, the corporate governance and nominating committee will request information from the candidate, review the person's
be considering, and conduct one or more interviews with the candidate. In certain instances, committee members may contact one or more references provi
have greater first-hand knowledge of the candidate's accomplishments. The committee's evaluation process will not vary based on whether or not a candida
number of shares held by the recommending stockholder and the length of time that such shares have been held.

In connection with the Annual Meeting and in accordance with the above guidelines, the corporate governance and nominating committee recommended tt
Board. Additional biographical information regarding Messrs. Arzbaecher, Davisson, Hagge, Kuhbach and Schmitt and the particular experiences, qualific
under the heading "Directors and Director Nominees."

COMMON STOCK OWNERSHIP

Common Stock Ownership of Certain Beneficial Owners

The following table sets forth information, as of March 24, 2014, concerning the beneficial ownership of each person known to us to beneficially own 5% «
filed by the respective beneficial owners with the SEC pursuant to Sections 13(d) and 13(g) under the Exchange Act.

Amount and Nature of

Name and Address of Beneficial Owner Beneficial Ownership®) Percent of Class®
BlackRock, Inc. 3,398,015® 6.4%
40 East 52" Street

New York, New York 10022

State Street Corporation.

40 East 52" Street 2,951,070@ 5.5%
New York, New York 10022

The Vanguard Group, Inc.

100 Vanguard Blvd. 3,870,6420) 7.2%
Malvern, Pennsylvania 19355

©))

Unless otherwise indicated, beneficial ownership consists of sole power to vote or direct the vote and sole power to dispose or direct the dispositi

@3
Unless otherwise indicated, percentages calculated based upon common stock outstanding as of March 24, 2014 and beneficial ownership of com
the SEC.

3
Based on a Schedule 13G (Amendment No. 6), dated January 17, 2014 and filed with the SEC on January 28, 2014, by BlackRock, Inc. ("BlackR

19
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@

®

beneficial ownership of shares by its direct and indirect subsidiaries, including BlackRock Advisors, LLC, BlackRock Financial Management, In
BlackRock (Luxembourg) S.A., BlackRock (Netherlands) B.V., BlackRock Fund Managers Ltd, BlackRock Life Limited, BlackRock Asset Mar
Limited, BlackRock Fund Advisors, BlackRock International Limited, BlackRock Institutional Trust Company, N.A., BlackRock Japan Co Ltd, -
BlackRock Capital Management. These BlackRock entities have sole power to vote and dispose of or to direct the disposition of all 3,398,015 sh

Based on a Schedule 13G, dated February 3, 2014 and filed with the SEC on February 3, 2014, by State Street Corporation ("State Street"). State
Global Advisors France S.A., State Street Bank and Trust Company, SSGA Funds Management, Inc, State Street Global Advisors Limited, State
Japan Co., Ltd., State Street Global Advisors, Asia Limited and SSARIS Advisors LLC. These State Street entities have sole power to vote and d

Based on a Schedule 13G (Amendment No. 3), dated February 6, 2014 and filed with the SEC on February 12, 2014, by The Vanguard Group, Ir
Company, a wholly-owned subsidiary, and Vanguard Investments Australia, Ltd., a wholly-owned subsidiary. These Vanguard entities have sole
to dispose of or to direct the disposition of 87,970 shares of common stock.

20
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Common Stock Ownership of Directors and Management

The following table sets forth information, as of March 24, 2014, concerning the beneficial ownership of our common stock by:

each director and each of the executive officers named in the summary compensation table of this Proxy Statement, and

all directors and executive officers as a group.

Name of Beneficial Owner
Robert C. Arzbaecher

William Davisson
Stephen A. Furbacher
Stephen J. Hagge
John D. Johnson
Robert G. Kuhbach
Edward A. Schmitt
Stephen R. Wilson
W. Anthony Will®
Dennis P. Kelleher
Bert A. Frost

Philipp P. Koch
Douglas C. Barnard®

All directors and executive officers as a group (17 persons)

Less than 1%

)

Unless otherwise indicated, beneficial ownership consists of sole power to vote or direct the vote and sole power to dispose or direct the dispositi

community property laws where applicable.

@

The shares indicated for each of Messrs. Arzbaecher, Davisson, Furbacher, Hagge, Johnson, Kuhbach, and Schmitt include 622 shares of restricte
for Messrs. Wilson, Will, Kelleher, Frost, Koch, and Barnard include, respectively, 27,705, 7,175, 6,454, 6,235, 5,255, and 4,880 shares of restric

restricted stock can be voted during the vesting period.

3

Amount and Nature of Beneficial Ownership(®)

Shares of
Common Stock
Owned Directly
or Indirectly®

12,421
4,580
6,483
3,976

12,652
3,405
9,109

99,327

14,934
8,657
9,211

13,276
9,769

231,151

Shares of
Common Stock
that can be
Acquired within
60 Days®

78,752
40,260
9,171
27,725
9,814
29,132

217,850

Total Shares of
Common Stock

12,421
4,580
6,483
3,976

12,652
3,405
9,109

178,079

55,194

17,828

36,936

23,090

38,901

449,001

Percent of

*

13
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The shares indicated for Messrs. Wilson, Will, Kelleher, Frost, Koch, and Barnard represent shares underlying stock options granted under our 2(
Plans") that have already vested or that will vest within 60 days. The shares underlying these stock options cannot be voted.
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“
Messrs. Will and Barnard each also hold, respectively, 371 and 2,594 additional "phantom" shares as a deemed investment under our Supplemen
phantom shares cannot be voted.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors and officers and persons who own more than 10% of our common stock to file reports of ownersh
Specific due dates for these reports have been established and we are required to report in this Proxy Statement any failure by directors, officers, and ten pe
representations from our directors and officers, we believe that all such filing requirements were timely met during 2013, with the exception of one Form 4
stock.

PROPOSAL 6: ADVISORY VOTE ON COMPENSATION OF NAMED EXECUTIVE OFFICERS ("SAY ON PAY")

Pursuant to Section 14 A of the Exchange Act, our stockholders are entitled to an advisory (non-binding) vote to approve the compensation of our executive
Compensation Discussion and Analysis beginning on page 32 and Executive Compensation tables beginning on page 50. This proposal is commonly referr

The Board and the compensation committee believe that the compensation of the executive officers named in this Proxy Statement is appropriate and in the
Analysis beginning on page 32, our compensation programs are intended to (i) align the interests of our officers with those of our stockholders, (ii) permit t
(iii) provide appropriate incentives for attainment of both our short-term and long-term goals. We have instituted stock ownership guidelines and an incenti
We continue to provide for significant levels of "at risk" performance-based compensation, which further aligns executive and stockholder interests. For ex
awards as performance shares. We regularly review (along with outside compensation consultants) our incentive compensation programs to ensure compat
the following resolution:

"Resolved, that the stockholders of CF Industries Holdings, Inc. approve the compensation of the executive officers named in this Proxy Stateme
Commission, including the Compensation Discussion and Analysis and the compensation tables and any related material."

As an advisory vote, this proposal is not binding on the company. Although the vote is non-binding, the Board and the compensation committee value the c
decisions for our named executive officers.

At our annual meeting of stockholders held in May 2011, our stockholders voted in favor of an annual frequency of future advisory votes on executive com
vote on executive compensation would be held annually until the next advisory vote on the frequency of advisory votes regarding the compensation of our
Thus, the next advisory "Say on Pay" proposal will be held at our 2015 annual meeting.

The Board unanimously recommends that you vote FOR the Say on Pay proposal.

22
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PROPOSAL 7: APPROVAL OF OUR 2014 EQUITY AND INCENTIVE PLAN

On January 31, 2014 the Board, upon the recommendation of the compensation committee and subject to the stockholder approval sought under this Propo:
Appendix C, to replace our 2009 Equity and Incentive Plan, which was previously approved by our Board on April 21, 2009. The replacement of our 2009
terms to our 2009 Equity and Incentive Plan, will mean that no further grants will be made under our 2009 Equity and Incentive Plan following stockholde:

set the maximum number of shares of common stock reserved for and available for issuance under our equity plan to 2,789,725, which is the sam

maintain "fungible share counting," which counts each share awarded pursuant to awards other than options or stock appreciation rights as 1.61 s

permit the company to continue to grant equity awards to eligible individuals pursuant to the 2014 Equity and Incentive Plan until the tenth anniv

constitute approval for purposes of Section 162(m) under the Internal Revenue Code of our 2014 Equity and Incentive Plan and the performance
made under the plan.

The principal purposes of the adoption of our 2014 Equity and Incentive Plan are to (1) set the number of shares of common stock available for grant as inc
retaining qualified officers and employees and of compensating non-employee directors while maintaining acceptable levels of potential stockholder dilutic
grants intended to satisfy Section 162(m) of the Internal Revenue Code and otherwise ensure that grants intended to satisfy Section 162(m) requirements c:
Incentive Plan with our 2014 Equity and Incentive Plan, the compensation committee and the Board determined that, in light of the size of the proposed mz
over the next several years, and the period for which the allocated number of shares is expected to satisfy our compensation objectives, the provisions in th
compensation practices. As noted above, approval of the 2014 Equity and Incentive Plan will not increase the total number of shares currently available for
the 2014 Equity and Incentive Plan is equal to the number of shares currently available for the issuance for awards under the 2009 Equity and Incentive Pla
Equity and Incentive Plan.

Approval of our 2014 Equity and Incentive Plan will also constitute approval of the plan for purposes of Section 162(m) under the Internal Revenue Code «
and/or vesting of awards made under the plan.

If our 2014 Equity and Incentive Plan is not approved by stockholders, our 2009 Equity and Incentive Plan will remain in effect in accordance with its exis
reserved for issuance under the plan, but awards

23
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under the plan will no longer be eligible for the performance-based compensation exception to the $1 million limit on deductible compensation to the exect
The Board recommends you vote FOR approval of our 2014 Equity and Incentive Plan, which shall also constitute approval of the plan for purpo:
thereunder.

Significant Aspects of our 2014 Equity and Incentive Plan

Number of Available Shares. Under our 2009 Equity and Incentive Plan, there are currently a total of 2,789,725 shares of common stock available for iss
on our anticipated headcount over the next several years, the compensation committee has determined that an equal number of shares (the 2,789,725 shares
for at least the next four years while maintaining acceptable levels of potential stockholder dilution from equity awards. If our 2014 Equity and Incentive P
of common stock available under our 2009 Equity and Incentive Plan. Upon approval of the 2014 Equity and Incentive Plan, no further grants shall be mad

Equity Compensation Plan Information

The following table sets forth information as of December 31, 2013 regarding our 2005 Equity and Incentive Plan and our 2009 Equity and Incentive Plan
reflect our proposed 2014 Equity and Incentive Plan.

Weigh

Number of securities exerc

to be out

issued upon exercise of 0

outstanding options, wars

Plan Category warrants, and rights 1
Equity compensation plans approved by security holders 637,496 $

Equity compensation plans not approved by security

holders” 100,036 $
737,532 $

e))

Our 2005 Equity and Incentive Plan was in existence at the time of our initial public offering and has not been approved by stockholders.

The total number of shares of our common stock outstanding as of March 3, 2014 was 54,312,214. Following our March 3, 2014 grants of long-term incent
Incentive Plan and the 2009 Equity and Incentive Plan was $165.13, the weighted average remaining term for all outstanding options under the 2005 Equit;
grants there were 883,317 options outstanding under the 2005 Equity and Incentive Plan and the 2009 Equity and Incentive Plan. As of the same date, unve
outstanding under the 2005 Equity and Incentive Plan and 2009 Equity and Incentive Plan was 87,228 shares. If the 2014 Equity and Incentive Plan is appr

24

17



Edgar Filing: PIXELWORKS, INC - Form 10-Q

Table of Contents

Equity Overhang, Dilution and Burn Rate

The company recognizes the dilutive impact of its Equity and Incentive Plans and its long-term goal is to limit the average annual dilution to less than 5%.

total number of shares of common stock outstanding at the end of the year. Over the past three years, the average annual dilution was 1.01%. We manage o
we grant annually as a percentage of total shares of common stock outstanding. Burn rate is another measure of dilution that shows how rapidly a company
averaged 0.31%. An additional metric that we use to measure the cumulative impact of our Equity and Incentive Plans is equity overhang, or the number of
granted together as a percentage of the total shares of common stock outstanding at the end of the year. Over the past three years, our overhang has average

The following table summarizes our key Equity and Incentive Plans metrics over the last three years:

2013 (%) 2012 (%) 2011 (%) Average (%)

Dilution 1.45 0.91 0.66 1.01
Burn Rate 0.43 0.25 0.25 0.31
Equity Overhang 6.35 5.52 5.43 5.77

In considering the proposal to adopt the 2014 Equity and Incentive Plan, the compensation committee reviewed the above metrics along with data compilec
dilution and burn rate for our peer group. The company also reviewed the Institutional Shareholder Services burn rate threshold for our industry, which is 2
reserve under the 2014 Equity and Incentive Plan is in line with our peers, as well as necessary to retain equity compensation as an important recruiting anc
2014 Equity and Incentive Plan will be sufficient for at least the next four years of grants.

Approval of Plan and Performance Goals for Section 162(m) Purposes

Section 162(m) of the Internal Revenue Code generally disallows deductions for publicly-held corporations with respect to compensation in excess of $1 r
compensation payable solely on account of attainment of one or more performance goals is not subject to the deduction limitation if, among other things, tt
the stockholders of the corporation. This is known as the performance-based compensation exception to Section 162(m). The material terms of our 2014 Ec

Awards under our 2014 Equity and Incentive Plan may be made subject to the attainment of performance goals in order to qualify for this performance-bas

return on total stockholder equity;

total shareholder return;

earnings per share;

net income (before or after taxes);
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earnings before any or all of interest, taxes, minority interest, depreciation, and amortization;

sales or revenues;

return on assets, capital, or investment;

market share;

cost management goals;

budget comparisons;

implementation or completion of critical projects or processes;

formation of joint ventures or research or development collaborations, or completion of other corporate transactions;

cost per ton of material;

cash flow return on average gross capital employed;

specified strategic objectives;

economic value created;

objectives based on meeting specified market penetration, geographic business expansion, customer satisfaction, employee satisfaction, human re

any combination of, or a specified increase, decrease, or change in, any of the foregoing.

In addition, such performance goals may be based upon the attainment of specified levels of company performance under one or more measures described -
applicable to an award not intended to constitute performance-based compensation for purposes of Section 162(m), the compensation committee may desig
amend the aforementioned business criteria. Performance goals may include a threshold level of performance below which no award will be earned, a level
which the maximum amount of the award will be earned. The compensation committee has the authority to make equitable adjustments to the performance
company or the financial statements of the company or any subsidiary of the company, in response to changes in applicable laws or regulations, or to accou
occurrence or related to the disposal of a segment of a business or related to a change in accounting principles.

The stockholders of the company are being asked to approve our 2014 Equity and Incentive Plan for purposes of Section 162(m), so that the company will
awards will then be eligible to qualify as performance-based compensation not subject to the $1 million limit on deductible compensation that might othery
awards under our 2009 Equity and Incentive Plan will no longer qualify for the performance-based compensation exception to Section 162(m).
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Description of Material Terms of the Plan
The following description of the material terms of our 2014 Equity and Incentive Plan is qualified in its entirety by the terms of the plan document, which i

The plan is administered by the compensation committee of the Board. Each member of the compensation committee is a "non-employee director" (within
(within the meaning of Section 162(m) of the Internal Revenue Code). Employees, consultants, independent contractors and non-employee directors of the
approximately 2,800 employees and non-employee directors who would be eligible to participate in the plan.

Authorized Awards under the Plan

The plan authorizes our compensation committee to grant the following awards:

stock options (including options intended to be "incentive stock options" within the meaning of Section 422 of the Internal Revenue Code);

stock appreciation rights, which give the holder the right to receive the difference between the fair market value per share on the date of exercise

performance awards, which are payable in cash or stock upon the attainment of specified performance goals over periods of more than one year;

restricted stock and restricted stock units, which are subject to restrictions on transferability and subject to forfeiture on terms set by our compens

other stock or cash-based awards in the discretion of our compensation committee, including unrestricted stock grants and annual cash incentive

Stock Options. Options entitle the holder to purchase shares of common stock during a specified period at the purchase price specified by the compensati
the option is granted). Options shall be exercisable over the exercise period (which shall not exceed ten years from the date of grant), at such times and upo
Generally, outstanding options under the plan vest as to one third of the underlying shares on each of the first three anniversaries of the date of grant. The e
stock previously owned by the grantee (subject to such conditions as may be imposed by the compensation committee), through a "broker cashless exercise
compensation committee. No dividend or dividend equivalents are payable in respect of outstanding options.

Stock Appreciation Rights. Stock appreciation rights give the holder the right to receive the difference between the fair market value per share on the date
tandem with an option shall be exercisable only to the extent the underlying option is exercisable. Payment of a stock appreciation right may be made in ca

committee. No dividend or dividend equivalents are payable in respect of outstanding options or stock appreciation rights.

Restricted Stock. Restricted stock awards consist of a grant of shares of restricted common stock. Except to the extent restricted under the applicable awa
limitation, the right to vote restricted stock and the right to receive dividends thereon, provided that dividends with respect to performance-based
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restricted stock for which the applicable performance period has not yet concluded will be accrued during the applicable performance period and will not b
subject to such restrictions on transferability and other restrictions, if any, as the compensation committee may impose, which restrictions may lapse under
place restrictions on restricted stock that shall lapse, in whole or in part, only upon the attainment of performance goals; these restrictions generally will no

Restricted Stock Units.  Restricted stock units give the holder the right to receive shares of common stock or cash, as determined by the compensation con
units subject to the grant and if payment is made in cash, the fair market value of shares of common stock on the date of vesting of expiration of the deferra
restricted stock units, provided that dividends with respect to performance based restricted stock units for which the applicable performance period has not
and to the extent, the applicable performance goals are achieved.

Other Stock or Cash-based Awards. The compensation committee is authorized to grant awards in the form of other stock-based awards or other cash-be
Other stock or cash-based awards may be granted with value and payment contingent upon the attainment of performance goals. The compensation comm
of an award shall be made prior to the certification by the compensation committee that the performance goals have been attained.

Non-Employee Director Awards

Currently, each non-employee director receives, upon joining the Board, a restricted stock grant with a fair market value of $120,000. Thereafter, each cont
fair market value of $120,000 on the date of each annual meeting of the stockholders. Assuming continuing service as a non-employee director, all shares c
following the date of grant or (y) the first anniversary of the date of grant.

Share Reserve

We have reserved a total of 3,900,000 shares for issuance under our 2009 Equity and Incentive Plan and, as of March 3, 2014, 2,789,725 shares remained a
stockholders, a total of 2,789,725 shares will be reserved for issuance for awards under the plan the same number of shares that remain available for issuar
and Incentive Plan. Further, following the date on which stockholder approval of the 2014 Equity and Incentive Plan is obtained, the shares of our common
Equity and Incentive Plan, or our 2014 Equity and Incentive Plan will be available for subsequent award and issuance under the 2014 Equity and Incentive
prior to the issuance of the shares of common stock subject to those awards, provided that, shares tendered or withheld in payment of the exercise price of
available for future grant. As indicated above, the maximum number of shares that can be issued as awards under the 2014 Equity and Incentive Plan is 2,7
the prior sentence. The "fungible share counting" provision
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contained in our 2009 Equity and Incentive Plan remains in our 2014 Equity and Incentive Plan, which counts each share awarded pursuant to awards othe:
Plan's share reserve. This fungible share counting design also effectively limits the number of "full-value" (i.e., other than stock option or stock appreciatio
reserve as 1.61 shares for every one share issued in connection with such awards.

Individual Award Limits

Our 2014 Equity and Incentive Plan provides that no more than 1,000,000 shares underlying awards of stock options and stock appreciation rights may be |
participant may receive with respect to any cash-based awards under the plan in respect of any annual performance period is $3 million and for any other p
the number of months in the performance period and the denominator of which is twelve.

Termination of Employment

Unless otherwise provided by our compensation committee or in an award agreement, in connection with a change in the participant's service relationship,
awards.

Change in Control

Unless otherwise provided by our compensation committee, upon a change in control (as defined in the plan), the restrictions, limitations, and conditions aj
of target or actual performance to-date, and the awards will become fully vested (and in the case of stock options, exercisable).

Transferability of Awards

Unless otherwise provided by our compensation committee, awards granted under the plan generally may not be transferred by a grantee other than by will
grantee or his or her guardian or legal representative.

Repricing Prohibition/Cash-Out Prohibition.
The plan administrator may not implement any of the following repricing/cash-out programs without obtaining stockholder approval: (i) the cancellation of

appreciation rights with a lower exercise price per share, (ii) the cancellation of outstanding stock options or stock appreciation rights in exchange for cash
effect for outstanding stock options or stock appreciation rights.

Amendment or Termination of the Plan

Our Board may amend, alter, suspend, discontinue, or terminate the plan at any time, provided that no such amendment, alteration, suspension, discontinua
determination, necessary to comply with any tax or regulatory requirement. Stockholder approval is specifically required for amendments that increase the
the plan, materially increase the benefits accruing to plan participants, or would permit the compensation committee to waive vesting requirements (other tl
relationship). No amendment to or
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termination of the plan may adversely affect any awards already granted under the plan without the participant's permission.

Certain Federal Income Tax Consequences

The following discussion is a brief summary of the principal United States federal income tax consequences of the plan under the provisions of the Internal
be exhaustive and does not describe, among other things, state, local, or foreign income and other tax consequences. The specific tax consequences to a par

In general, no taxable income is realized by a participant upon the grant of an option which constitutes an incentive stock option for purposes of the Interna
incentive stock option granted under the plan and the participant does not dispose of the shares within the two-year period after the date of grant or within c
(i) the participant will not realize ordinary income upon exercise and (ii) upon sale of such shares, any amount realized in excess of the exercise price paid :
market value of the common stock on the exercise date of an incentive stock option exceeds the purchase price generally will constitute an item which incr
incentive stock option are disposed of in a disqualifying disposition, the participant generally would include in ordinary income in the year of disposition a
amount realized on the disposition of the shares) over the exercise price paid for the shares. Subject to certain exceptions, an incentive stock option general
termination of employment. If an incentive stock option is exercised at a time when it no longer qualifies as an incentive stock option, such option will be t

Under existing law and regulations, the grant of non-qualified stock options and stock appreciation rights will not result in income taxable to the employee
or stock appreciation right results in taxable income to the holder, and the company is entitled to a corresponding deduction. At the time of the exercise of ¢
fair market value of the shares purchased over the option's exercise price. At the time of the exercise of a stock appreciation right, the participant will be ta:
by the employee upon exercise.

A participant in the plan who is granted a restricted stock award will not be taxed upon the acquisition of such shares so long as the interest in such shares i
Code. Upon lapse or release of the restrictions, the recipient will be taxed at ordinary income tax rates on an amount equal to the then current fair market v:
the time of grant. The company will be entitled to a corresponding deduction when the value of the award is included in the recipient's taxable income. The
value on the date of lapse or termination of restrictions, and upon subsequent disposition any further gain or loss will be long-term or short-term capital gai

A recipient of a restricted stock award may elect to be taxed at ordinary income tax rates on the full fair market value of the restricted shares at the time of ;
the time of grant. If the election is made,
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no tax will be payable upon the subsequent lapse or release of the restrictions, and any gain or loss upon disposition will be a capital gain or loss.

A participant who is granted a restricted stock unit will not be taxed upon the grant of the award. Upon receipt of payment of cash or common stock pursua
received and the fair market value of any shares of common stock received, and the company will be entitled to an income tax deduction equal to the amou

A recipient of a performance award will generally realize ordinary income at the time shares of common stock are transferred or cash is paid to the grantee

New Plan Benefits

The benefits that will be awarded or paid under the 2014 Equity and Incentive Plan cannot currently be determined. The number of awards (if any) that an «
committee and the committee has not determined future awards or who might receive them.

Interests of Certain Persons in Matters to Be Acted Upon

Officers (including the named executive officers), employees, consultants, independent contractors, and non-employee directors of the company are eligibl
January 1, 2014, there were approximately 2,800 employees and non-employee directors who would be eligible to participate in the plan. The future grants
Future automatic restricted stock grants to non-employee directors are expected be made at the times and in the amounts described above.

The Board unanimously recommends that you vote FOR Proposal 7.
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COMPENSATION DISCUSSION AND ANALYSIS

Development of Compensation Approach and Objectives
The compensation committee oversees our compensation and employee benefit plans and practices. The committee is composed of five independent non-e:
committee reviews our compensation policies relative to market competitiveness and the needs of our business and then determines what changes in the co
Compensation Philosophy

Our compensation committee has adopted a compensation philosophy that seeks to align the interests of our employees and our stockholders through focus
our employees, including our executive officers. We seek to benefit from this strategy by attracting key talent, retaining best performers, increasing produc
that are cost effective and sustainable across business cycles.

Our goal is to provide direct compensation that is market competitive with other comparable companies. To gauge the competitiveness of our total compen
described below under the heading "Industry Reference Group."

Incentive opportunities are structured in light of our cyclicality and emphasis on a team-based culture.

Components of Compensation
The following compensation elements support the needs of the business, our stockholders, and our employees:

We seek to pay salaries in line with individual performance and contribution to company goals. In the aggregate, base salaries are targeted aroun
are also considered in determining base salaries. To maintain our desired market position, we conduct annual salary reviews.

Short-term incentives provide executive officers and other employees with the opportunity to earn additional annual compensation beyond base s
results and other specified corporate performance goals. Short-term incentives are also targeted around the market median, and achievement of th

Long-term incentives focus on enterprise value creation and employee retention. Long-term incentives are provided through annual awards. Our
full-value share-based awards, and cash-based awards. Participation is extended to executive officers and other key employees. Distribution guid
allow for individual variation in long-term incentives based on performance level, potential contribution, and value to the business. In general, lo

75" percentile.

Benefit plans are offered at market-competitive levels. We seek to keep benefit plans simple in scope and range, focusing on key employee needs

Allocation of Compensation Elements

We provide a mixture of cash compensation and non-cash compensation to our executive officers. The cash portion consists primarily of base salaries and :
awards.
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We have not established any target allocation between cash and non-cash compensation or between short-term and long-term incentives for our executive c
respective median levels by position for base salaries, annual incentive awards, and long-term incentive awards. We also consider any internal factors that 1
may include an individual's operating responsibilities, management level, and tenure and performance in the position.

As a general matter, we do not directly consider amounts realized or realizable from prior compensation in setting future compensation levels or in establis|
does review the existing base salaries and target annual incentive levels for our executive officers in connection with its approval of their new base salaries

We also generally do not consider accounting and tax issues in setting compensation levels or in establishing the particular elements of compensation. As d
program, the committee does consider the accounting for various stock-based incentives under FASB ASC Topic 718 and the tax treatment of such incenti
generally seek to preserve the deductibility of performance-based compensation by meeting the requirements of Section 162(m) to the extent practicable an

Our allocation among base salary, short-term incentives, and long-term incentives varies significantly by management level, reflecting individual responsib
greater percentage of their total expected compensation in the form of incentives (particularly long-term incentives) and a correspondingly lower percentag

Role of the Compensation Committee

Our Board has adopted a written charter for our compensation committee, which is available to stockholders at our corporate website, www.cfindustries.co
this Proxy Statement.

The Board makes compensation decisions for our non-management directors, acting on the recommendation of the compensation committee, and the comn
recommendations of our chief executive officer with respect to the executive officers other than himself.

The chairman of the compensation committee sets the agenda for committee meetings, with the assistance of our chief executive officer, our senior vice pre
the committee. At each meeting that is held in person, the compensation committee members also meet in executive session without any members of mana,

The compensation committee has authority under its charter to retain, approve fees for, and terminate advisors, consultants, and agents as it deems necessar
Towers Watson, an outside global human resources consulting firm, to assist the committee in making recommendations and decisions regarding compens:
executive sessions without management present. See "Compensation Consultant Matters" below for additional information regarding the compensation cor
Towers Watson during fiscal 2013 for
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executive compensation consulting and other services. Our senior vice president of human resources also supports the committee in its duties.

From time to time, the compensation committee may delegate to our chief executive officer, our senior vice president of human resources, or our corporate
duties.

Compensation Committee Activities

Our compensation committee has taken a number of steps designed to enhance its ability to carry out its responsibilities effectively and also to ensure that

adopting a statement of our compensation philosophy (see "Compensation Philosophy" above);

instituting a practice of holding executive sessions (without management present) at every committee meeting that is held in person unless the co

retaining an outside compensation consultant (Towers Watson) to advise the committee on executive compensation issues and meeting regularly
Consultant Matters" below);

adopting stock ownership guidelines for our officers and directors and modifying the guidelines from time to time as appropriate (see "Stock Ow

adopting an industry reference group for use in establishing compensation and incentive levels and modifying the composition of the group from

reviewing on an annual basis the existing base salaries and target annual incentives for our executive officers and approving changes in cash com

reviewing on an annual basis our short-term incentive program, modifying the program as appropriate, and granting short-term incentive awards

reviewing on an annual basis our long-term incentive program, modifying the program as appropriate, and granting long-term incentive awards tc
awards granted to our named executive officers commencing in fiscal year 2014 (see "Long-term Incentives" below);

reviewing on an annual basis our change in control, severance, and retirement benefits and modifying these benefits as appropriate (see "Change

reviewing on an annual basis "tally sheets" summarizing the total compensation and benefits for our chief executive officer and the other named ¢
and scenarios (see "Compensation of the Current Chief Executive Officer" below as well as the other above-referenced items);

reviewing on an annual basis the potential effects of the various components of our compensation and benefits upon individual and collective bel
Risk Analysis" below);

reviewing on an annual basis the results of our stockholders' last advisory vote to approve the compensation of our named executive officers (see
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reviewing on an annual basis the compensation of our non-management directors and recommending that our Board approve changes in such cor

Chief Executive Officer Transition

In September 2013, we announced that Mr. Wilson, our president and chief executive officer since 2003, had informed the Board that he intended to retire -
non-executive chairman of the Board through the 2014 Annual Meeting. Also in September 2013, the company announced that W. Anthony Will, the comy
as our president and chief executive officer. Mr. Will commenced serving as our president and chief executive officer on January 2, 2014.

Cash Compensation

The compensation committee recently reviewed the existing base salaries and target annual incentives for our executive officers for 2013 and approved nev

Review of Existing Compensation Levels for 2013

In connection with its review of our existing base salaries and target annual incentives, which had been in effect for 2013, the committee reviewed a report
compensation practices.

In performing its market assessment, the compensation consultant used its standard 2013 executive compensation database, adjusting for variations in rever
collection.

In addition, the committee reviewed information provided by the compensation consultant regarding the publicly reported cash compensation of named exe
of companies is set forth below under the heading "Industry Reference Group."

The committee also reviewed cash compensation recommendations from our chief executive officer for each of the other executive officers. These recomm
responsibilities, management level, and tenure and performance in the position.

The committee considered all of this information in the context of the goals and objectives of our executive compensation plans. As noted above, we seek t
base salaries are targeted around the median market rate. Individual performance, relative criticality of the job, and business affordability are also considere
reviews. Additional information regarding these goals and objectives is set forth above under the headings "Compensation Philosophy" and "Components ¢

Approval of New Compensation Levels for 2014

Based on its review and the other factors discussed above, the committee approved new base salaries and target annual incentives for 2014 for our current
is also a named executive officer, retired on
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January 1, 2014.) The following table shows the base salaries and target annual incentives for our named executive officers for 2014 as compared to 2013:

Target Annual
Base Salary Incentive Level®

Name and Principal Position 2013 2014 Increase 2013 2014
W. Anthony Will®
President and Chief Executive Officer $ 490,000 $ 860,000 75.5% 65% 100%
Stephen R. Wilson®
Former President and Chief Executive Officer $ 1,100,000 N/A N/A 125%  N/A
Dennis P. Kelleher
Senior Vice President and Chief Financial Officer $ 530,000 $ 550,000 3.8% 65% 65%
Bert A. Frost
Senior Vice President, Sales and Market Development $ 470,000 $ 510,000 8.5% 65%  65%
Philipp P. Koch
Senior Vice President, Supply Chain $ 450,000 $ 485,000 7.8% 65% 65%
Douglas C. Barnard
Senior Vice President, General Counsel, and Secretary $ 450,000 $ 475,000 5.6% 65%  65%
M

Target Annual Incentive for 2014 based on attainment of primary EBITDA objective and achievement of a secondary performance metric of 399
@3

Mr. Will's 2014 base salary and Target Annual Incentive level were increased to $860,000 and 100%, respectively, in connection with his electio

Executive Officer" below.
3)

The compensation committee did not approve a new base salary or target annual incentive for Mr. Wilson with respect to 2014 due to his impend
heading "Chief Executive Officer Transition and Compensation of the Former Chief Executive Officer."

Additional information with respect to the base salaries and annual incentive targets of these executive officers with respect to calendar years 2011, 2012, a
and "Executive Compensation Grants of Plan-based Awards."

Short-term Incentives

The compensation committee recently reviewed our short-term incentive program and then granted annual incentive awards to our executive officers for 2(
Review of the Short-term Incentive Program

During its review of our short-term incentive program, the committee considered the following general goals:

the use of properly structured short-term incentives in order to align the interests of management and stockholders, provide context for managems
strategy, and focus all members of management on the same corporate goals (financial, operational, and strategic); and
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the need to create a framework for the program that can remain in effect for a significant period of time, while retaining the flexibility for the con
changing business conditions.

The committee also considered the following factors specific to our company:

the difficulty in establishing appropriate short-term performance measures for CF Industries, given the inherent cyclicality in our industry as well
have upon our operating results; and

the outlook for our short-term performance and the broad range of possible actual outcomes.
In addition, the committee reviewed a report from Towers Watson, our outside compensation consultant, regarding competitive market practices with respe

The committee considered all of this information in the context of the goals and objectives of our executive compensation plans. As noted above, we use st
additional annual compensation beyond base salary. The role of short-term incentives is to reward and encourage the achievement of annual financial resul
the market median. Additional information regarding these goals and objectives is set forth above under the headings "Compensation Philosophy" and "Co

Selection of Primary Performance Metric for 2014

Based on its review of these general, company-specific, and competitive considerations, the committee determined that the annual incentive awards to our «
target of $500 million for the company's 2014 fiscal year. If that EBITDA performance target is attained for 2014, each executive officer will become eligil
reduction in the discretion of the committee (sometimes referred to as "negative discretion"). The committee retains the discretion to reduce 2014 annual bc
target is attained. If the primary EBITDA objective is not attained, no annual incentive awards will be made to the executive officers under the 2013 execut

computed as the sum of (i) net earnings attributable to common stockholders plus (ii) interest expense (income) neplus (iii) income taxes plus (iv) depreci:

The committee determined that the use of an overall EBITDA performance goal, combined with the reservation of the committee's right to use negative dis
financial results and other specified corporate performance goals while retaining the ability to pay incentive awards to executive officers which are deductil
the EBITDA target described above represents an appropriate level of corporate performance to warrant payment of some level of an annual incentive awa
committee based on performance against the specified secondary performance metric, as described below.

Selection of Secondary Performance Metric for 2014

If the primary EBITDA performance objective is attained, it is the committee's intention to use its negative discretion to pay 2014 annual bonuses based on
divided by average operational assets.
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The "adjusted EBITDA" numerator of this metric is essentially the sum of (i) EBITDA (as described above) plus (ii) unrealized mark to market 1
impairment, system implementation, or similar types of costs less (v) profits (losses) associated with acquisitions and divestitures completed duri

The "average operational assets" denominator of this metric is essentially the simple average of the beginning and year-end values for the sum of
auction rate securities /ess (iv) investments in marketable equity securities less (v) total current liabilities /ess (vi) long-term deferred income tax
approved by the committee) less (ix) assets associated with acquisitions and divestitures completed during the year plus (x) short-term debt or no

In selecting RONA as the applicable metric, the committee noted that it will:

facilitate evaluation of the performance of our executive officers with a focus on the results of their operating decisions; and

facilitate comparisons of our operating results with the results of other companies that have different financing and capital structures and/or tax re

The committee also established threshold, target, and ceiling levels for the RONA performance metric:

below the threshold level of 28% RONA, none of the short-term incentive award will be earned;

at the threshold level of 28% RONA, half of the short-term incentive award target will be earned;

at the target level of 39% RONA, all of the short-term incentive award target will be earned; and

at and above the ceiling level of 50% RONA, twice the short-term incentive award target will be earned.
Linear interpolation will be applied for performance results between the threshold and target levels or between the target and ceiling levels.
As is noted above, if the primary EBITDA performance objective is not achieved, no annual incentive payment will be made to the executive officers unde

Measured over an extended period, the objective of the committee is to select performance levels such that we have a roughly (i) 80% probability of exceec
exceeding the ceiling level. Although the committee considers management's outlook as one of several factors in evaluating the threshold, target, and ceilin
represents only a single scenario from among a broad range of plausible alternatives, given the pronounced effects of highly volatile commodity prices upo
years when our performance is superior by long-term industry standards, and a smaller payout (or none at all) for years when our performance is relatively
cyclicality in our industry.

In reviewing our short-term incentive program, the committee was also aware of alternative metrics for measuring company performance, such as achieven
culture, progress towards strategic objectives, performance relative to comparable companies, or performance relative to a variable budget, as well as alterr

38

31



Edgar Filing: PIXELWORKS, INC - Form 10-Q

Table of Contents

goals. The objective in each case would have been to address the inherent cyclicality in our industry as well as the pronounced effects of highly volatile cor
measures of company performance align the interests of our executive officers with the interests of our stockholders, reflect our team-based culture, and are

Approval of Annual Incentive Awards for 2014

As noted above, the compensation committee recently granted annual incentive awards to our executive officers for calendar year 2014 pursuant to our 200
also assigned each executive officer a target award opportunity for 2014 ranging from 45% to 100% of his or her base salary depending on his or her comp
annual incentive levels for our named executive officers for 2014 is set forth above under the heading "Cash Compensation Approval of New Compensati
be based in the first instance on whether the overall EBITDA performance objective is attained as described above under the heading "Selection of Primary
amounts will be determined by the committee using its negative discretion authority based upon our RONA performance during 2014 as described above u

Approval of Annual Incentive Payments for 2013

The compensation committee recently determined that each of our executive officers earned 186% of his or her target opportunity with respect to his or her
Additional information with respect to the compensation committee's grants of annual incentive awards and our subsequent cash payments to the named ex
Compensation Summary Compensation Table" and "Executive Compensation Grants of Plan-based Awards."

Long-term Incentives

The compensation committee reviewed our long-term incentive program during 2013 and granted long-term incentive awards to our executive officers.
General Considerations

During its review of our long-term incentive program, the committee considered the following general factors:

the use of properly structured long-term incentives in order to align the interests of senior management and stockholders;

the advantages and disadvantages of using stock options, restricted stock, and/or performance shares for such purposes;

the choice of vesting parameters for stock options and restricted stock and the treatment of death, disability, retirement, resignation, and terminati

the accounting for various stock-based incentives under FASB ASC Topic 718 and the tax treatment of such incentive awards under Section 162
The committee also considered the difficulty in establishing appropriate long-term performance measures for the company, other than stock price appreciat
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dividends), given the inherent cyclicality in our industry as well as the pronounced effects of highly volatile commodity prices for raw materials and fertiliz
In addition, the committee reviewed a report from Towers Watson, our outside compensation consultant, regarding competitive market practices with respe

The committee considered all of this information in the context of the goals and objectives of our executive compensation plans. As noted above, our long-
provided through annual awards. Our 2009 Equity and Incentive Plan allows the use of stock options, full-value shares, and cash-based awards. Eligibility -
related to position responsibility levels are updated annually. In consideration of these guidelines, there is individual variation in long-term incentives base
these goals and objectives is set forth above under the headings "Compensation Philosophy" and "Components of Compensation."

Design of Awards for 2013

Based on its review of these general, company-specific, and competitive considerations, the committee determined that the long-term incentive awards to o
stock (each measured by fair value on the date of grant), as was the case for 2010, 2011 and 2012.

In selecting a mixture of stock options and restricted stock for our long-term incentive awards, the committee noted that:

the stock option award would provide potential value for executive officers that is tied solely to stock price appreciation after the date of grant;

the stock option and restricted stock awards would be subject to time vesting provisions and therefore create an additional retention mechanism f

the restricted stock award would foster stock ownership by executive officers; and

the restricted stock award would provide value for executive officers that fluctuates with total stockholder return (including dividends).
Approval of Awards for 2013
The compensation committee approved long-term incentive awards during 2013 pursuant to our 2009 Equity and Incentive Plan consisting of 105,620 stoc

All of our executive officers were granted awards on August 12, 2013 (other than Mr. Hall who received an award upon joining the company in July 2013 :
for the grant date for these awards because it was first business day following the anniversary of our IPO. In selecting August 12, 2013 as the grant date, th
2013 on August 6, 2013.

On the grant date, the committee approved dollar-denominated stock option and restricted stock awards for the individual executive officers. In s
general industry market median value for the position (adjusted to reflect the individual's current base salary) as determined by Towers Watson,
executive officer for the long-term incentive awards to each of the executive officers other than
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himself. These recommendations took into account the chief executive officer's assessment of each individual's operating responsibilities, manag

After the close of business on the grant date, the dollar-denominated awards were translated into an actual number of stock options and an actual
to valuation formulas recommended by our outside compensation consultant and approved in advance by the committee. Similarly, the exercise |
represented 60% of the total value on the grant date, and the number of shares of restricted stock represented the remaining 40%.

The terms and conditions of these long-term incentive awards were as follows:

The shares of restricted stock granted to our executive officers will vest on the third anniversary of the grant date, subject to earlier forfeiture or a
assigned, transferred, donated, pledged, or otherwise disposed of (except by will or the laws of descent and distribution). We will pay dividends c

Subject to earlier forfeiture or accelerated vesting (as described below), the options granted during 2013 will generally become exercisable in thre

As discussed below, upon a change in control, the restrictions, limitations, and conditions applicable to the restricted stock and stock option awar
vested and exercisable upon death or disability.

Additional information with respect to the compensation committee's grants of restricted stock and stock options to our named executive officers during 20
Design of Awards for 2014

On December 17, 2013, the compensation committee determined that it would be in the company's best interests to begin to grant performance shares as a «
in shares of common stock in an amount based on the company's three-year total shareholder return as compared to the total shareholder return of compani
on achieving threshold, target and maximum performance levels, respectively, and may be increased or decreased by up to 20% based on the company's tot
Partners LP, Incitec Pivot Ltd, LSB Industries, Inc., The Mosaic Company, Potash Corporation of Saskatchewan Inc., and Yara International ASA. For 201
and advice from Towers Watson regarding competitive market practices regarding the use of long-term incentives, the compensation committee determinec
20% restricted stock units and 20% performance shares (each measured by fair value on the date of grant).

Historically, it had been the compensation committee's practice to grant long-term incentive awards during the third quarter to coincide with the anniversar
component of the company's long-term incentive program, the compensation committee determined to instead make annual grants of long-term incentive a
the company's annual financial results and performance. Accordingly, on March 3, 2014, the compensation committee approved long-term incentive award
85,500 stock options, 7,115 restricted stock units and 4,690 target performance shares in the aggregate.
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Change in Control, Severance, and Retirement Benefits

The compensation committee reviewed our change in control, severance, and retirement benefits during 2013 as described below. Based on its review, and
severance, and retirement benefits continue to serve the best interests of the company and our stockholders and are consistent with competitive market prac

Change in Control Benefits

With respect to our change in control benefits, the committee noted that we have change in control agreements with our executive officers, as well as certai
Equity and Incentive Plan. Additional information regarding these benefits is set forth below under the heading "Executive Compensation Potential Payme

In connection with its review, the committee noted that the change in control agreements with our executive officers are:

intended to provide some level of income continuity for an executive officer should his or her employment be terminated by us without cause or |

designed to avoid unwanted management turnover in the event of a potential change in control; and

designed to ensure that the executive officer's personal interests will remain aligned with the interests of our stockholders in the event of a potent

The committee also noted that our change in control agreements require both (i) a change in control and (ii) a qualifying termination of the executive office
executive officer under the agreement.

In addition, the committee noted that our 2009 Equity and Incentive Plan provides that all plan-based awards will be deemed fully achieved, fully vested, a
committee determines otherwise with respect to a particular award at the time of grant and reflects this determination in the applicable award agreement. In
goals in our plan-based awards following a change in control, given the fundamental changes in our organization, capital structure, and operations that wou
change in control provision for the benefit of our executive officers and the other participants. The 2014 Equity and Incentive Plan contains the same chang

As part of its review, the committee reviewed "tally sheets," estimating these benefits for our chief executive officer and the other named executive officers
Based on its review, and the other factors noted above, the committee determined that our change in control benefits serve the best interests of the company
Severance Benefits

With respect to our severance benefits, the committee noted that none of our executive officers has any employment or severance agreement, and none of o
control agreements and change in control benefits discussed above, (ii) such severance benefits as we may provide under our standard policies applicable tc
jurisdictions, and (iv) such additional severance benefits as our compensation committee may
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approve in certain instances. Based on its review, and the other factors noted above, the committee determined that our severance benefits serve the best in
Retirement Benefits

With respect to our retirement benefits, the committee noted that we maintain tax-qualified and nonqualified defined benefit, defined contribution, and defe
headings "Executive Compensation Retirement Benefits" and "Executive Compensation Nonqualified Deferred Compensation."

Effective January 1, 2013, our defined benefit pension plan was renamed the CF Industries Holdings, Inc. Pension Plan (the "Pension Plan"). The Pension |
Retirement Plan, is a new defined benefit pension plan, which was approved by the committee in 2012 and become effective on January 1, 2013, under whi
2013, except for those employees who participate in Supplement B of the Pension Plan, our historic defined benefit pension plan, which we refer to herein
officers who joined the company after that date are ineligible to receive any pension benefits under the Old Retirement Plan, but are eligible for benefits un
employee an amount between 4% and 7% (depending on years of service) of the participant's eligible compensation. For our executive officers, eligible cor
greater of (i) the annual yield on 10-year treasury nominal securities and (ii) 3% annual interest. The third component of the Pension Plan is Supplement C,
employees who commenced employment with Terra Industries, or any other entity that was an employer under the former plan, prior to August 1, 2003.

The committee also reviewed "tally sheets," estimating these benefits for our chief executive officer and the other named executive officers under various a
For those employees who have reached the age of 60 with at least five years of service at the time of retirement, including our named executive officers, ce

Based on its review, and the other factors noted above, the committee determined that our retirement benefits serve the best interests of the company and o

Chief Executive Officer Transition and Compensation of the Former Chief Executive Officer

On December 18, 2013, in connection with his retirement as president and chief executive officer and his continued service as a director, the Board, upon r
quarterly, for Mr. Wilson's service as director and non-executive chairman. This compensation is in lieu of any other compensation generally paid to non-e:
outstanding stock options and restricted stock awards held by Mr. Wilson at the time of his retirement, which amendment clarified that such outstanding eq
any cash or other severance benefits in connection with his retirement. Set forth below is a discussion of Mr. Wilson's compensation for 2013.
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Short-term Incentive Payment for 2013

The compensation committee recently determined that Mr. Wilson earned $2,557,500 (representing 233% of his base salary and 186% of the relevant targe
Mr. Wilson's annual incentive award for 2013 and our subsequent cash payment to him on that award is set forth above under the heading "Approval of An
Compensation Table," and "Executive Compensation Grants of Plan-based Awards."

Long-term Incentive Awards for 2013

The compensation committee also granted Mr. Wilson 49,970 stock options and 9,470 shares of restricted stock on August 12, 2013. In making this award,
consultant as well as the other factors discussed above. Additional information regarding the committee's review of our long-term incentive program and th
the heading "Long-term Incentives."

Change in Control, Severance, and Retirement Benefits

The compensation committee also reviewed our change in control, severance, and retirement benefits during 2013, with a particular focus on the benefits M
estimating the benefits that Mr. Wilson would receive under various assumptions and scenarios. In addition, as noted above, in connection with his retirems
his continued service as a director. Based on its review, and the other factors noted above, the committee determined that Mr. Wilson's change in control, s
consistent with competitive market practices. As of his retirement effective January 1, 2014, Mr. Wilson is no longer covered under any change in control ¢
any benefits provided under the change in control provisions of our equity plans that govern equity awards generally. Additional information regarding the
and Retirement Benefits."

Additional information with respect to Mr. Wilson's total compensation and benefits for 2011, 2012, and 2013 is set forth below under the heading "Execut

Compensation of the Current Chief Executive Officer

In connection with Mr. Will's election to the position of president and chief executive officer of the company, on December 18, 2013, the compensation cor
100% of his base salary under the company's short-term incentive program, each as further described below.

Cash Compensation for 2014

The compensation committee approved a base salary of $860,000 for Mr. Will for 2014 and an annual incentive target equal to 100% of his base salary in c
base salary and annual incentive target for 2014, the committee considered (i) a competitive market assessment performed by Towers Watson, our outside
goals and objectives of our executive compensation plans. The committee also considered the current conditions in the overall economy, and the announce

information regarding the
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committee's approval of Mr. Will's base salary and his annual incentive target for 2014 is set forth above under the heading "Cash Compensation."
Short-term Incentive Award for 2014

The compensation committee recently granted Mr. Will an annual incentive award for 2014. Mr. Will's annual incentive payment for 2014 will be based in
primary EBITDA performance objective is attained, Mr. Will's actual annual incentive payment will be determined by the committee using its negative dis
threshold-level payment equal to 50% of his base salary at an RONA of 28%, (ii) a target-level payment equal to 100% of his base salary at an RONA of 3
line interpolation is used to determine the achievement percentage for RONA between threshold, target and maximum performance levels. Additional infor
above under the heading "Short-term Incentives."

Change in Control, Severance, and Retirement Benefits

The compensation committee also reviewed our change in control, severance, and retirement benefits during 2013, with a particular focus on the benefits M
reviewed "tally sheets," estimating the benefits that Mr. Will would receive under various assumptions and scenarios. Based on its review, and the other fac
amended in connection with his election to the position of president and chief executive officer to reflect the level of change in control benefits that were pi
agreement provides that upon a qualifying termination, as described in more detail under the heading "Executive Compensation Potential Payments Upon
sum of his base salary and target annual incentive payment; (ii) welfare benefit continuation for a period of three years and outplacement services for a peri
target levels of performance or, if higher, actual year-to-date performance; (iv) a cash payment equal to the actuarial value of three additional years of age «
(v) a cash payment equal to the contributions that we would have made on his behalf for a period of three years under our Company 401(k) Plan and the rel
Deferral Plan. Mr. Will's amended change in control agreement does not provide for an excise tax gross-up. The committee determined that Mr. Will's chat
and retirement benefits, provide for benefits that are consistent with competitive market practices for a chief executive officer and are in the best interests o
benefits is set forth below under the heading "Executive Compensation Potential Payments Upon Termination or Change in Control." Additional informat
"Change in Control, Severance, and Retirement Benefits."

Additional information with respect to Mr. Will's total compensation and benefits for 2011, 2012, and 2013 is set forth below under the heading "Executive
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Industry Reference Group
As noted above, the compensation committee has adopted an industry reference group for use in establishing compensation and incentive levels. During 20

Global Industry Classification
Standard Subindustry Description Company Name
Fertilizers and Agricultural Chemicals Agrium Inc.
The Mosaic Company
Potash Corporation of Saskatchewan Inc.
The Scotts Miracle-Gro Company

Specialty Chemicals Albemarle Corporation
Commodity Chemicals Celanese Corporation
Westlake Chemical Corporation
Diversified Chemicals Ashland Inc.
Eastman Chemical Company
FMC Corporation
Huntsman International LLC
Agricultural Products Ingredion Incorporated (formerly known as Corn Products International, Inc.)
Industrial Gases Air Products and Chemicals, Inc.
Coal and Consumable Fuels Arch Coal, Inc.

During 2012, our peer group included Cytec Industries Inc. (Specialty Chemicals). Our compensation committee removed Cytec Industries Inc. from the re
$2 billion and, based on the recommendation of Towers Watson, replaced it with Westlake Chemical Corporation, which is a commodity chemicals produc
industry reference group in our "peer group" for purposes of the stock price performance graph included within our 2013 Annual Report. We have selected
because they comprise the members of our reference group that are publicly traded manufacturers of fertilizers with headquarters in North America.

Stockholder Say on Pay Votes

We provide our stockholders with the opportunity to cast an annual advisory vote to approve the compensation of our named executive officers (a "Say on
2013, greater than 90% of the votes cast on the Say on Pay proposal at the particular meeting were voted in favor of the proposal. The compensation comm
did not change its approach for 2014 in response to the outcome of the Say on Pay vote. The compensation committee will continue to consider the outcom
executive officers.

Financial Restatements

It is the policy of our Board that the compensation committee will, to the extent permitted by governing law, have the sole and absolute authority to make r
the payment was predicated upon the

46

39



Edgar Filing: PIXELWORKS, INC - Form 10-Q

Table of Contents

achievement of certain financial results that were subsequently the subject of a restatement. Where applicable, we will seek to recover any amount determir
"clawback" language in the forms of incentive award agreements that we use with executive officers in order to enhance the enforceability of these provisic
Stock Ownership Guidelines

The Board believes that our directors and officers should be stockholders of CF Industries and, based on the recommendation of the compensation committ

Directors will have five years from the date of their appointment or election to achieve stock ownership with a market value equal to five times tt

Officers will have five years from their date of hire or promotion to achieve stock ownership with a market value equal to (i) five times annual ba
other executive officers, and (iii) one times annual base salary in the case of the other officers.

For purposes of these guidelines, stock ownership includes (i) any purchased stock, (ii) any "phantom" stock held in our qualified and non-qualified deferre
(assuming a maximum tax rate) of the "spread" on any vested stock option awards (i.e., the amount by which the market value of the underlying stock exce

Once an individual meets his or her ownership guideline requirements, it is expected that he or she will maintain ownership at the required levels as stock t
he or she has achieved compliance with the ownership guidelines before the sale and that he or she will retain enough shares following the sale in order to 1

We may facilitate stock ownership by directors and officers through grants of equity-based compensation under our 2009 Equity and Incentive Plan. We hz
derivatives on our stock, selling our stock "short," or holding our stock in margin accounts.
Tax Deductibility of Executive Compensation

Section 162(m) of the Internal Revenue Code limits our federal income tax deduction to $1,000,000 per year for compensation paid to our chief executive
however, subject to the deduction limit, provided certain requirements of Section 162(m) are satisfied. We believe that our 2009 Equity and Incentive Plan
grant performance-based compensation which is not subject to the $1,000,000 limit otherwise imposed by Section 162(m). We will generally seek to prese:
to the extent practicable and in the best interests of CF Industries and its stockholders. If our 2014 Equity and Incentive Plan is not approved, future awards
compensation exception to Section 162(m).

Compensation Consultant Matters

As noted above, the compensation committee has engaged Towers Watson, an outside global human resources consulting firm, to assist the committee in n
The fees paid to Towers Watson for its services to the committee were $98,000 in 2013, $133,000 in 2012 and $90,000 in 2011.
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In addition, with the prior approval of the compensation committee chairman in each instance, our senior vice president, human resources has engaged Tow
paid to Towers Watson for these services to management were $179,000, in 2013, $68,000 in 2012 and $50,000 in 2011.

The compensation committee has determined, after appropriate inquiry (and taking into account the other fees described above), including consideration of
that no conflicts of interest exist with respect to Towers Watson's engagement as the committee's independent compensation consultant.
COMPENSATION AND BENEFITS RISK ANALYSIS

As noted above, the compensation committee has reviewed the potential effects of the various components of our compensation and benefits program upon
management. After reviewing the relevant features of:

our annual incentive program, including (i) the selection of appropriate performance metrics, (ii) the focus on collective rather than individual be
well as threshold, target, and ceiling performance levels, (iv) the consistency of our short-term incentive practices with the practices at comparab!
reporting to the compensation committee regarding corporate performance, (vii) the discretion the compensation committee has retained to adjust

policy regarding financial restatements;

our long-term incentive program, including (i) the levels of common stock ownership and equity-based awards held by our executive officers, (ii
(iii) the consistency of our long-term incentive practices with the practices at comparable companies, and (iv) the limitations on trading imposed

our change-in-control benefits, including the facts that the change-in-control agreements with our executive officers are (i) intended to provide sc
without cause or by him or her for good reason in connection with a change in control, (ii) designed to avoid unwanted management turnover in t

interests will remain aligned with the interests of our stockholders in the event of a potential change in control; and

our other awards, plans, programs, policies, and practices, including (i) the appropriateness of the incentives created thereby, (ii) the focus on cc
objectives and direct financial incentives with respect to raw materials procurement and transactions involving natural gas derivatives;

the compensation committee believes that the company's compensation and benefits program balances risk and potential reward in a manner that is appropr

COMPENSATION COMMITTEE REPORT

The compensation committee oversees our compensation and employee benefit plans and practices, including our executive compensation plans, director ¢
committee is composed of five non-employee directors and operates under a written charter adopted by our Board. Each member of the compensation com:
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standards of the NYSE applicable to compensation committee members. Our Board has also determined that all of the members of the committee qualify a
"outside directors," within the meaning of Section 162(m) of the Internal Revenue Code.

The compensation committee held six meetings during the year ended December 31, 2013 and met in executive session at each of the five meetings that we
discussed with management the compensation discussion and analysis section of this Proxy Statement.

Based on its review and the foregoing meetings and discussions, the compensation committee recommended to the Board that the compensation discussion
filing with the SEC.

Robert C. Arzbaecher (Chairman)
Stephen A. Furbacher
Stephen J. Hagge
John D. Johnson
Edward A. Schmitt
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table sets forth the total compensation we provided with respect to the years ended December 31, 2011, 2012, and 2013 for (i) our principal
executive officers (as determined on the basis of their total compensation for 2013 other than changes in pension value and nonqualified deferred compens:
officers." As noted in footnote 7 to the following table, Mr. Wilson served as president and chief executive officer through the years ended December 31, 2
January 1, 2014. Mr. Will became the new president and chief executive officer on January 2, 2014. Accordingly, in line with the rules governing the infor
2011, 2012, and 2013. Mr. Will also is included in the table below with respect to his position as senior vice president, manufacturing and distribution, whi

Non-equi
Incentiv
Plan

Stock Option Comper
Salary®  Awards®  Awards®  sation)

Name and Principal Position Year [€)) [€)) [€)) (€3}
W. Anthony Will? 2013 490,000 319,402 479,785 592.4
President and Chief Executive Officer 2012 470,000 349,356 492,450 611,0
Former Senior Vice President, 2011 450,000 278,237 336,683 585,0

Manufacturing and Distribution
Stephen R. Wilson(?)

2013 1,100,000 1,800,436 2,699,869  2,557,5
Former President and Chief Executive 2012 1,050,000 1,860,113 2,627,476 2,625,0
Officer 2011 1,000,000 1,389,691 1,684,642  2,400,0

Dennis P. Kelleher®

2013 530,000 359,327 539,758 640,8
Senior Vice President and Chief 2012 515,000 349,356 492,450 669,5
Financial Officer 2011 180,822 883,553 748,925 236,7
Bert A. Frost

2013 470,000 319,402 479,785 568,2
Senior Vice President, Sales and 2012 450,000 349,356 492,450 585,0
Market Development 2011 425,000 278,237 336,683 552,5
Philipp P. Koch

2013 450,000 279,476 419,812 544,1
Senior Vice President, Supply Chain 2012 420,000 302,567 427,005 546,0

2011 400,000 231,865 280,876 520,0
Douglas C. Barnard®

2013 450,000 260,464 390,095 544,1
Senior Vice President, General 2012 420,000 278,653 394,283 546,0
Counsel, and Secretary 2011 400,000 207,930 252,666 480,0

)

Amounts in these two columns represent base salary and non-equity incentive plan compensation earned in 2011, 2012, and 2013 regardless of w

@
Amounts in these two columns represent the grant date fair value computed in accordance with FASB ASC Topic 718 (without taking into accou
option awards that we granted to the named executive officers pursuant to our Equity and Incentive Plans. Our assumptions with respect to the F:
financial statements as of and for the year ended December 31, 2013. Additional information with respect to the outstanding restricted stock and :
"Outstanding Equity Awards at Fiscal Year End."
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3)
Amounts in this column represent amounts that the named executive officers earned with respect to the years ended December 31, 2011, 2012, ar
our non-equity incentive plan. Additional information with respect to these annual incentive awards for 2013 is set forth below under the heading
C))
Amounts in this column represent only the change during the particular year in the actuarial present value of the named executive officer's accum
tax-qualified defined benefit pension plan) and our Supplemental Benefit and Deferral Plan (a nonqualified benefits restoration and deferred com
footnotes to our audited financial statements as of and for the year ended December 31, 2013. For this purpose, we have also assumed retirement
under the heading "Retirement Benefits."
)
This column does not include any above-market or preferential earnings with respect to nonqualified deferred compensation, since all earnings w
capital market investments selected in advance by the named executive officers. Additional information with respect to the named executive offic
Deferred Compensation."
(0)
Amounts in this column for 2013 represent (i) employer contributions and credits to the Company 401(k) Plan (a tax-qualified defined contributi
Deferral Plan, (ii) employer-paid term life insurance premiums, and (iii) dividends on restricted stock, in each case as set forth in the following ta
Employer Contributions Employer-paid Life Dividends on
and Credits to Insurance Restricted
Retirement Plans Premiums Stock Total
Name $) $) %) $)
W. Anthony Will 29,400 1,084 15,020 45,504
Stephen R. Wilson 66,000 2,079 67,055 135,134
Dennis P. Kelleher 31,800 1,173 12,560 45,533
Bert A. Frost 28,200 1,040 12,860 42,100
Philipp P. Koch 27,000 996 11,389 39,385
Douglas C. Barnard 27,000 996 12,564 40,560
None of the named executive officers received any perquisites or personal benefits during 2013 with an aggregate value of $10,000 or more. Mr.
In addition, none of the named executive officers received additional compensation for their service as a director or executive officer of TNGP.
@)
Mr. Wilson retired from his positions as president and chief executive officer effective January 1, 2014. Mr. Will was elected president and chief
®)
Mr. Kelleher joined the company in August 2011.
©))

The compensation committee determined to include compensation-related disclosure for Mr. Barnard in order to present information with respect
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Grants of Plan-based Awards

The following table shows all plan-based awards that we granted for the year ended December 31, 2013 to each of the named executive officers. Additiona

Table."

All Other
Stock
Awards:
Estimated Future Payouts Under Number of !
Non-equity Incentive Plan Awards()  Shares of |

Stock or
Grant Threshold Target Maximum  Units®
Name Date $) ® %) #)
W. Anthony Will 12/10/12 159,250 318,500 637,000
8/12/13 1,680
Stephen R. Wilson 12/10/12 687,500 1,375,000 2,750,000
8/12/13 9,470
Dennis P. Kelleher 12/10/12 172,250 344,500 689,000
8/12/13 1,890
Bert A. Frost 12/10/12 152,750 305,500 611,000
8/12/13 1,680
Philipp P. Koch 12/10/12 146,250 292,500 585,000
8/12/13 1,470
Douglas C. Barnard 12/10/12 146,250 292,500 585,000
8/12/13 1,370

)

@

3

Messrs. Will, Wilson, Kelleher, Frost, Koch, and Barnard were assigned target award opportunities equal to 65%, 125%, 65%, 65%, 65%, and 6°
the heading "Compensation Discussion and Analysis Short-term Incentives." We recently determined the amounts that each of the named execut
forth above under the heading "Summary Compensation Table."

The shares shown in this column are shares of restricted stock that will vest on the third anniversary of the grant date, subject to earlier forfeiture
donated, pledged, or otherwise disposed of (except by will or the laws of descent and distribution). We will pay dividends on the restricted stock
vesting, the options granted during 2013 will generally become exercisable in three equal annual installments following the date of grant and will
conditions of these restricted stock and stock option awards are described above under the heading "Compensation Discussion and Analysis Lon

Amounts in this column represent the grant date fair value computed in accordance with FASB ASC Topic 718 (without taking into account any
awards that we granted to the named executive officers pursuant to our 2009 Equity and Incentive Plan. Our assumptions with respect to the FAS
statements as of and for the year ended December 31, 2013.
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Outstanding Equity Awards at Fiscal Year End

The following table sets forth certain information concerning the outstanding equity awards held as of December 31, 2013 by each of the named executive

under the heading "Grants of Plan-based Awards."

Name

W. Anthony Will

Stephen R. Wilson

Dennis P. Kelleher®

Bert A. Frost

Philipp P. Koch

Douglas C. Barnard

6]

Option Awards()®)

Number of  Number of
Securities Securities
Underlying Underlying
Unexercised Unexercised
Options Options
@ #
Exercisable Unexercisable
4,900
3,800
4,970
6,700
6,800
7,400
3,659 1,831
2,031 4,064
8,880
27,470
37,100
49,600
18,313 9,157
10,839 21,681
49,970
7,140 3,570
2,031 4,064
9,990
6,235
5,900
9,900
3,659 1,831
2,031 4,064
8,880
1,500
9,900
3,053 1,527
1,761 3,524
7,770
4,660
6,700
6,800
6,600
2,746 1,374
1,626 3,254
7,220

Option
Exercise Option
Price Expiration
[€)) Date

44.15 4/24/201
51.95 8/10/201
125.33 8/11/201
82.03 8/10/201
67.04 5/25/202
81.30 8/10/202

149.59 8/10/202
207.95 8/10/202
190.12 8/12/202
125.33 8/11/201

82.03 8/10/201
81.30 8/10/202

149.59 8/10/202
207.95 8/10/202
190.12 8/12/202
170.57 8/22/202
207.95 8/10/202
190.12 8/12/202

48.64 12/11/201
82.03 8/10/201
81.30 8/10/202

149.59 8/10/202
207.95 8/10/202
190.12 8/12/202

82.03 8/10/201
81.30 8/10/202

149.59 8/10/202
207.95 8/10/202
190.12 8/12/202
125.33 8/11/201

82.03 8/10/201
67.04 5/25/202
81.30 8/10/202

149.59 8/10/202
207.95 8/10/202
190.12 8/12/202
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@3]
Except as otherwise noted, the shares of restricted stock were granted on the same dates as the stock options shown in the same row of the table i
3)
The shares of restricted stock listed for all of our officers (other than Mr. Kelleher's award from August 2011 as noted in footnote 4) will vest on
shares of restricted stock may not be sold, assigned, transferred, donated, pledged, or otherwise disposed of (except by will or the laws of descent
the vesting period. Subject to earlier forfeiture or accelerated vesting, (i) the options granted on May 25, 2010 became exercisable on the third an
options shown in the table will generally become exercisable in three equal annual installments following the date of grant and will expire ten ye:
restricted stock and stock option awards granted in 2013 are described above under the heading "Compensation Discussion and Analysis Long-t
C))

Mr. Kelleher received an award of 5,180 shares of restricted stock in August 2011 upon joining the company. 31.25% of these shares vested on tl
date and 37.5% will vest on the third anniversary of the grant date, subject to earlier forfeiture or accelerated vesting.

Option Exercises and Stock Vested

The following table sets forth certain information concerning stock option exercises by each of the named executive officers and the vesting of restricted st

Number of Number of
Shares Value Shares Value
Acquired on Realized Acquired on Realized
Exercise on Exercise Vesting on Vesting

Name # %) # 6]

W. Anthony Will 6,100 1,143,005
Stephen R. Wilson 140,600 25,861,359 17,100 3,219,075
Dennis P. Kelleher 1,618 313,763
Bert A. Frost 175 29,526 3,400 640,050
Philipp P. Koch 3,400 640,050
Douglas C. Barnard 5,800 1,086,530

54

48



Edgar Filing: PIXELWORKS, INC - Form 10-Q

Table of Contents

Retirement Benefits

The following table sets forth certain information concerning accumulated retirement benefits as of December 31, 2013 for each of the named executive of!

Name Plan Name(®
W. Anthony Will® New Retirement Plan
Supplemental Benefit and Deferral Plan

Stephen R. Wilson Old Retirement Plan
Supplemental Benefit and Deferral Plan

Dennis P. Kelleher® New Retirement Plan
Supplemental Benefit and Deferral Plan

Bert A. Frost® New Retirement Plan
Supplemental Benefit and Deferral Plan

Philipp P. Koch Old Retirement Plan
Supplemental Benefit and Deferral Plan

Douglas C. Barnard® New Retirement Plan
Supplemental Benefit and Deferral Plan

)

Our Old Retirement Plan and our New Retirement Plan are each a tax-qualified defined benefit pension plan. Our Supplemental Benefit and Defe

@
The combined annual pension benefit under our Old Retirement Plan and our Supplemental Benefit and Deferral Plan assuming retirement at age

incentive earnings) over any consecutive 60 months times (iii) years of eligible service, reduced by a Social Security offset allowance; provided,
$400,000 per year. Benefits under our Old Retirement Plan are paid on a straight line annuity basis, but married participants are paid an actuariall
our Supplemental Benefit and Deferral Plan are paid in a lump sum unless the participant has elected a form of annuity permitted under our Old I
qualified benefits, an annuity, in the event of a participant's death while an active employee. Participants who retire early between the ages of 55
Mr. Koch is
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62 years old. Except as discussed below under the heading "Potential Payments Upon Termination or Change in Control," we have no policy for

Payments Percent of
Begin at Age Full Benefit

65 100.00%

64 93.33%

63 86.67%

62 80.00%

61 73.33%

60 66.67%

59 63.33%

58 60.00%

57 56.67%

56 53.33%

55 50.00%

The annual pension benefit under our New Retirement Plan assuming retirement at age 65 is equal to the actuarial equivalent of a participant's ca
credit to each participant's cash balance account equal to a percentage of the participant's eligible compensation determined based on a participan
annual return based on the greater of (i) the annual yield on 10-year treasury nominal securities and (ii) 3% annual interest.

Completed Years of Cash Balance Service Pay Credit as a Percentage of
as of the Last Day of the Plan Year for Compensation for the Plan
Which the Pay Credit is Credited Year
Fewer than 5 4%
At least 5 but fewer than 10 5%
At least 10 but fewer than 15 6%
Atleast 15 7%

3

4

Benefits under our New Retirement Plan are paid in a straight life annuity or qualified joint and survivor annuity for unmarried and married parti
our New Retirement Plan or a lump sum payment. In the event of a participant's death while an active employee, a benefit is payable to a particip
respect to spousal beneficiaries, either a lump sum or an annuity. A participant who has not reached the age of 65, but has completed three years

Amounts in this column represent the actuarial present value of the named executive officers' accumulated pension benefits under our Old Retire:
with respect to the determination of this value are described in the footnotes to our audited financial statements as of and for the year ended Dece
respect to the aggregate change over the past year in the actuarial present value of the named executive officers' accumulated pension benefits un

Messrs. Will, Kelleher, Frost and Barnard are ineligible to participate in our Old Retirement Plan because their employment commenced after ou
Frost and Barnard are eligible to participate in the New Retirement Plan under which all domestic employees (including executive officers) becar
the Old Retirement Plan.
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Nonqualified Deferred Compensation

The following table sets forth certain information concerning nonqualified deferred compensation arrangements under our Supplemental Benefit and Defer

Executive Registrant Aggregate
Contributions  Contributions  Earnings in
in Last FY®D  in Last FY® Last FY®

Name $) ®) $)

W. Anthony Will 14,100 14,100 37,963
Stephen R. Wilson 50,700 50,700 755,023
Dennis P. Kelleher 16,500 16,500 11,240
Bert A. Frost 12,900 12,900 26,302
Philipp P. Koch 11,700 11,700 23,801
Douglas C. Barnard 11,700 11,700 79,327

M
Under our Supplemental Benefit and Deferral Plan, each of the named executive officers may elect to defer (i) up to 6% of his base salary in exce
100% of his annual incentive payment. Amounts in this column represent the amounts we credited to the accounts of the named executive officer
income under the plan and the time when we subsequently credit the participant's account. As a result of this delay, the amounts that we credited
executive officers deferred during 2013.

@3
For 2013, for each named executive officer who elects to defer any of his base salary in excess of the annual compensation limit, we match (throt
elects to defer. Amounts in this column represent the amounts we credited to the accounts of the named executive officers during 2013. These cre

3
Under our Supplemental Benefit and Deferral Plan, each of the named executive officers makes notional investments of his account balance from
as investment alternatives under our 401(k) Plan.

In order to make these notional investments, the named executive officer notifies the third-party plan administrator of his selections.

The plan administrator then tracks the published total return on the actual securities underlying the named executive officer's notional i

Since all such credits and debits are determined by a third-party plan administrator and set to equal the published total return on notion:
shown in this column are reported as above-market or preferential earnings on nonqualified deferred compensation in the table set forth
“

In general, deferred amounts are paid out in a lump sum upon the termination of the named executive officer's employment.
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Potential Payments Upon Termination or Change in Control

In addition to the payments and benefits provided to our named executive officers pursuant to their change in control agreements described below, commer
upon having reached age 60 with at least five years of service at the time of retirement will continue to vest in their stock option awards that were granted a
and performance restricted stock units based on their length of service between the grant date of such award and the executive's retirement date and, with re
performance goals, provided, that, in each case, the executive has provided us with at least six months' notice prior to such retirement if the executive is sut
will have four years from their retirement date to exercise any vested options.

We have entered into change in control agreements with each of the named executive officers, each of which remains currently in effect other than the agre
retirement effective January 1, 2014, Mr. Wilson is no longer covered under any change in control agreement with the company and, therefore, he is not en
provisions of our equity plans that govern equity awards generally. In connection with Mr. Will's election to the position of president and chief executive o
severance payments and benefits similar to those that had been available to Mr. Wilson under his change in control agreement prior to his retirement. The s
included in the description below.

Under the terms of the change in control agreements, the named executive officer is entitled to receive certain payments and benefits from us upon a qualif
death or disability) or if he resigns because of good reason, in either case within the period of 24 months following (or in certain cases prior to) a change in

Under the change in control agreements, a named executive officer will be deemed to have good reason if we:

fail to pay his specified annual salary or provide certain benefits;

assign him duties inconsistent with his current position or substantially and adversely alter his responsibilities;

fail to continue any compensation plan that constitutes a material portion of his compensation; or

change his primary employment location by more than 35 miles.

Following a qualifying termination, the change in control agreements for each named executive officer (other than Mr. Wilson whose change in control agr
lump sum payment to the named executive officer equal to two times (or, three times in the case of Mr. Will) the sum of his base salary and target annual i1
Mr. Will) and outplacement services for a period of up to two years; and (iii) a pro-rata annual incentive payment for the year of termination, assuming targ

In addition, if the named executive officer is otherwise eligible to participate in our Old Retirement Plan (or, in the case of Messrs. Will and Kelleher, our !
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payment equal to the actuarial value of two additional years (or, three additional years in the case of Mr. Will) of age and service credit under the plan and
service credit under our Supplemental Benefit and Deferral Plan. If the named executive officer is not fully vested in his benefits under these plans, he will

The named executive officer will also receive a cash payment equal to the contributions that we would have made on his behalf for a period of two years (c
credited to his account balance under our Supplemental Benefit and Deferral Plan. If the named executive officer is not fully vested in his benefits under th

The named executive officer will not be obligated to seek other employment in mitigation of the payments and benefits to be provided, and no such other e
the agreements.

The change in control agreements of the named executive officers, other than Messrs. Will and Kelleher, further provide that, if any of the payments to the
the Internal Revenue Code, the named executive officer will be entitled to receive an additional gross-up payment such that, after payment by him of all ta>
that he would have received had the excise tax not been imposed.

Each of the named executive officers will be required to sign a release of claims at the time of the qualifying termination as a condition to receiving any suc

In addition, upon a change in control (as defined in our Equity and Incentive Plans) the restrictions, limitations, and conditions applicable to outstanding re:
deemed to be fully achieved, and the awards will become fully vested and exercisable, which for the annual incentive payment means payment at target-lev
change in control, as set forth in the applicable incentive award letter.

As described above, as of his retirement effective January 1, 2014, Mr. Wilson is no longer covered under any change in control agreement with the compa
under the change in control provisions of our equity plans that govern equity awards generally. If Mr. Wilson had experienced a qualifying termination (as
three times the sum of his base salary and target annual incentive payment; (ii) welfare benefit continuation for a period of three years and outplacement se
assuming target levels of performance or, if higher, actual year-to-date performance; (iv) a cash payment equal to the actuarial value of three additional yea
Plan; and (v) a cash payment equal to the contributions that we would have made on his behalf for a period of three years under our Company 401(k) Plan :
Benefit and Deferral Plan. Furthermore, if any payments under Mr. Wilson's change in control agreement would have become subject to the "golden paracl
receive an additional gross-up payment such that after payment by him of all taxes, including any excise tax imposed upon the gross-up payment, he would
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Assuming a change in control had occurred on December 31, 2013, with a transaction price equal to the closing price for our stock ($233.04 per share) on t
following estimated severance benefits upon a qualifying termination of his employment on such date:

Defined Retirement
Benefit Savings Early Early
Pension Plan Plan Vesting of  Vesting of
Severance Enhance- Enhance-  Restricted Stock
Amount® ment? ment® Stock@  Options®
Name $) $) $) %) %)
W. Anthony Will 1,617,000 58,800 1,216,469 635,892
Stephen R. Wilson®) 7,425,000 198,000 6,456,373 3,452,840
Dennis P. Kelleher 1,749,000 63,600 1,284,983 753,754
Bert A. Frost 1,551,000 56,400 1,216,469 635,893
Philipp P. Koch 1,485,000 274,811 54,000 1,042,854 549,334
Douglas C. Barnard 1,485,000 54,000 955,464 506,186

©)

This amount represents a cash payment to the named executive officer equal to two times (or, in the case of Mr. Wilson, three times) the sum of

@)
This amount represents the present value of two additional years (or, in the case of Mr. Wilson, three additional years) of age and service credit f
Plan. As of December 31, 2013, Mr. Wilson had already qualified for the maximum combined annual pension benefit of $400,000 per year, base
and Barnard are ineligible for these enhanced defined benefit pension benefits since their employment commenced after our Old Retirement Plan
3)
This amount represents a cash payment to the named executive officer equal to the contributions that we would have made on his behalf for a per
contributed the maximum allowable amount under our 401(k) Plan and the related amounts we would have credited to his account balance under
“
This amount represents the value attributable to the accelerated vesting of outstanding restricted stock awards held by the named executive office
otherwise have been unvested as of such date.
&)
This amount represents the value attributable to the accelerated vesting of outstanding stock option awards held by the named executive officer, v
the amount by which (x) the aggregate market value on December 31, 2013 of the underlying stock exceeded (y) the aggregate exercise price of t
(6)
This amount represents the present value of the continuation of certain welfare benefits for the named executive officer for a period of two years
executive officer for a period of up to two years.
@)
This amount represents an excise tax gross-up payment for the named executive officer such that, after payment by him of all taxes, including an
received had the excise tax not been imposed under Section 4999 of the Internal Revenue Code.
(®)

As of his retirement, effective January 1, 2014, Mr. Wilson is no longer covered under any change in control agreement with the company and, tt
than any benefits provided under the change in control provisions of our equity plans that govern equity awards generally.
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DIRECTOR COMPENSATION

The following table sets forth cash and non-cash compensation with respect to the year ended December 31, 2013 for our non-employee directors. Mr. Wil
the year ended December 31, 2013.

Fees Earned

or Paid Dividends on Stock
in Cash® Restricted Stock Awards® Total

Name (6)) (©)] &) (6]

Robert C. Arzbaecher 92,850 1,352 119,934 213,211
William Davisson 85,775 1,352 119,934 205,711
Stephen A. Furbacher 99,925 1,352 119,934 220,286
Stephen J. Hagge 85,350 1,352 119,934 205,711
John D. Johnson 84,425 1,352 119,934 205,286
Robert G. Kuhbach 97,025 1,352 119,934 216,961
Edward A. Schmitt 92,425 1,352 119,934 212,786

M
Amounts in this column represent fees that our non-employee directors earned during 2013 with respect to their annual cash retainers and meetin
(or $500 per meeting for participation via conference call) and each Board committee member received $1,500 for each committee meeting atten
the Board approved a revised annual cash retainer and discontinued the payment of meeting fees. Additional information with respect to the annu

@3
Amounts in this column represent the grant date fair value computed in accordance with FASB ASC Topic 718 (without taking into account any
granted to the non-employee directors during 2013 pursuant to our 2009 Equity and Incentive Plan. Our assumptions with respect to the FASB A
statements as of and for the year ended December 31, 2013. Additional information with respect to these restricted stock awards is set forth belov

Annual Cash Retainer

Effective as of May 14, 2013, each non-employee director, with the exception of Mr. Wilson, became entitled to an annual cash retainer of $100,000, payat
discontinued. For his service as a director and non-executive chairman, Mr. Wilson will receive compensation in the amount of $360,000 per year, payable
independent director will receive additional annual cash retainers in the following amounts, payable quarterly:

Audit committee chairman $ 15,000
Compensation committee chairman $ 10,000
Corporate governance and nominating committee chairman $ 10,000
Lead independent director $ 20,000

If the lead independent director is also the chairman of the corporate governance and nominating committee, he will receive only the lead independent dire:
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Annual Restricted Stock Grant

Each non-employee director will receive, upon joining the Board, a restricted stock grant with a fair market value of $120,000, rounded to the nearest whol
receive an annual restricted stock grant with a fair market value of $120,000, rounded to the nearest whole share, on the date of each annual meeting of the
vest on the earlier of (x) the date of the first annual meeting of the stockholders following the date of grant or (y) the first anniversary of the date of grant. N
continued service as a director.

POLICY REGARDING RELATED PERSON TRANSACTIONS

We recognize that transactions with related persons can present potential or actual conflicts of interest and create the appearance that our decisions are base
general matter, it is our preference to avoid such transactions.

Nevertheless, we recognize that there are situations where related person transactions may be in, or not inconsistent with, the best interests of the company
nature, quantity, or quality, or on other terms, that are not readily available from alternative sources, or when we provide products or services to related per
comparable to those provided to employees generally.

In order to deal with the potential conflicts inherent in such transactions, our audit committee has adopted a written policy regarding related person transact
relationship (or any series of similar transactions, arrangements, or relationships) in which the company was, is, or will be a participant and the amount inv
material interest, other than (a) transactions where the rates or charges involved in the transaction are determined by competitive bids, or the transaction iny
in conformity with law or governmental authority; (b) transactions involving services as a bank depositary of funds, transfer agent, registrar, or trustee undk
solely from his or her service as a director of another entity that is a party to the transaction; or (d) transactions in which the interest of the related person de
a general partnership interest) which is a party to the transaction.

In addition, transactions involving the purchase of products or services (other than personal or professional services) from an entity for which a director of
considered to involve a material interest on the part of such director (and therefore shall not be considered related person transactions) if (i) the director did
transactions are made in the ordinary course of business and on substantially the same terms as those prevailing at the time for transactions with other unrel
period is less than the greater of $500,000 or 1% of such entity's consolidated gross revenues for the most recently completed fiscal year for which data is p

For purposes of the policy, a "related person" means:

any person who is, or at any time since the beginning of our last fiscal year was, a director or executive officer of the company or a nominee to b
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any person who is known to be the beneficial owner of more than 5% of any class of our voting securities;

any immediate family member of any of the foregoing persons; and

any firm, corporation, or other entity in which any of the foregoing persons is employed or is a general partner or principal or in a similar positior

Except as described below with respect to certain commercial transactions in the ordinary course of business, any proposed transaction with a related perso

The general counsel will assess whether the proposed transaction is a related person transaction for purposes of this policy.

If the general counsel determines that the proposed transaction is a related person transaction, the proposed transaction shall be submitted to the &
counsel, in consultation with the chief executive officer or the chief financial officer, determines that it is not practicable or desirable for us to wa

authority to act between committee meetings).

The audit committee, or where submitted to the chairman of the committee, the chairman, shall consider all of the relevant facts and circumstanc
to the company; (ii) the impact on a director's independence in the event the related person is a director, an immediate family member of a directc

other suppliers or customers for comparable products or services; (iv) the terms of the transaction; and (v) the terms available to unrelated third p

The committee (or the chairman) shall approve only those related person transactions that are in, or are not inconsistent with, the best interests of

The committee or chairman, as applicable, shall convey the decision to the general counsel, who shall convey the decision to the appropriate pers

At the audit committee's first meeting of each fiscal year, the committee shall review any previously approved related person transactions that remain ongo
from the company of more than $120,000. Based on all relevant facts and circumstances, taking into consideration the company's contractual obligations, t]
modify, or terminate the related person transaction. At its first meeting in 2014, the audit committee determined that the company did not engage in any rel

No member of the audit committee shall participate in any review, consideration, or approval of any related person transaction with respect to which such r

Sales of our products and services to related persons in the ordinary course of business, at prices and on terms consistent with those offered to similarly situ
the approval procedures described above; provided, however, that any (i) modification or amendment of a multi-year supply contract or (ii) entry into, mod
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subject to the same procedures under this policy as are applicable to any other related person transactions.

PROPOSAL 8: RATIFICATION OF SELECTION OF INDEPENDENT AUDITOR

The audit committee has selected KPMG as the independent registered public accounting firm to perform the audit of our financial statements and our inter
firm for the year ended December 31, 2013.

KPMG representatives are expected to attend the Annual Meeting. They will have an opportunity to make a statement if they desire to do so and will be av

We are asking our stockholders to ratify the selection of KPMG as our independent registered public accounting firm for 2014. Although ratification is not
for ratification as a matter of good corporate practice. Should the stockholders fail to provide such ratification, the audit committee will reconsider its apprc
the audit committee in its discretion may select a different registered public accounting firm at any time during the year if it determines that such a change

Unless otherwise instructed, we will vote all proxies we receive FOR ratifying the selection of KPMG as the company's independent registered public acco

The Board unanimously recommends that you vote FOR the proposal to ratify the selection of KPMG as our independent registered public accous

AUDIT AND NON-AUDIT FEES

On behalf of CF Industries and its affiliates, the audit committee retained KPMG to audit our consolidated financial statements for 2013. In addition, the at
services in 2013.

The aggregate fees for professional services provided by KPMG with respect to these various services for 2013 and 2012 were:

2013 2012
Audit feesV $ 2,796,500 $ 2,783,200
Audit-related fees® 29,500 40,000
Tax fees
All other fees
$ 2,826,000 $ 2,823,300
(n

Audit fees consisted principally of audit and review work performed on the consolidated financial statements, as well as work generally only the
audits and review of documents filed with the SEC.

@

Audit-related fees were principally for audits of employee benefit plans and, in 2012, a review of the audit programs utilized by the company's in

PRE-APPROVAL OF AUDIT AND NON-AUDIT SERVICES
Consistent with SEC policies regarding auditor independence, the audit committee has responsibility for appointing, setting the compensation of, and overs
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public accounting firm. In recognition of this responsibility, the audit committee has established a policy to pre-approve all audit and permissible non-audit

Prior to engagement of the independent registered public accounting firm for the next year's audit, management will submit a list of services and related fee
committee for approval.

Audit services include audit and review work performed on the financial statements and audit work related to internal control over financial repor
be expected to provide, including statutory audits and review of documents filed with the SEC.

Audit-related services are for assurance and related services that are traditionally performed by the independent registered public accounting firm
consultation regarding financial accounting and reporting standards.

Tax services include all services, except those services specifically related to the audit of the financial statements, performed by the independent 1
advice.

All other services are those services not captured in the audit, audit-related, or tax categories. The company generally doesn't request such service

Prior to engagement, the audit committee pre-approves independent registered public accounting firm services within each category. The fees are budgeted
report actual fees versus the budget periodically throughout the year by category of service. During the year, circumstances may arise when it may become
contemplated in the original pre-approval categories. In those instances, the audit committee requires specific pre-approval before engaging the independen

The audit committee has delegated specific pre-approval authority to the chairman of the audit committee provided that the estimated fee for any such enga

purposes only, any pre-approval decisions to the audit committee at its next scheduled meeting.

AUDITOR INDEPENDENCE

We understand the need for KPMG to maintain objectivity and independence in its audit of our financial statements and our internal control over financial :
committee has restricted the non-audit services that KPMG may provide to us primarily to audit-related services and tax services. The committee also has ¢
KPMG are more effective or economical than services available from other service providers, and, to the extent possible, only after competitive bidding. It
fees paid to KPMG.

Our audit committee has adopted restrictions on our hiring of any KPMG partner, director, manager, staff, advising member of the department of professio:
for providing audit assurance on any aspect of their certification of our financial statements. KPMG partners assigned to our audit rotate at least every five
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AUDIT COMMITTEE REPORT

The audit committee is responsible for monitoring the integrity of our consolidated financial statements, our system of internal controls, and the independe:
the selection, evaluation, and oversight of our independent auditors. The audit committee is composed of four non-management directors and operates unde
meaning of the rules of the corporate governance standards of the NYSE applicable to audit committee members.

Management is responsible for the financial reporting process, including establishing and maintaining adequate internal control over financial reporting, an
accounting principles. KPMG, our independent auditor, is responsible for auditing the financial statements. The audit committee's responsibility is to moni
information provided to it and on the representations made by management and KPMG.

During 2013, the audit committee held nine meetings and met in executive session at each of the five meetings that were held in person and at three of the
the audited consolidated financial statements of CF Industries for the year ended December 31, 2013. The audit committee also discussed with KPMG the
Committees), the standards of the Public Company Accounting Oversight Board, and Rule 2-07 of Regulation S-X of the Securities Act of 1933, as amend
by the Public Company Accounting Oversight Board regarding the independent accountant's communications with the audit committee concerning indeper
provision of non-audit services by KPMG was compatible with maintaining its independence.

Based on its review and the foregoing meetings, discussions, and reports, and subject to the limitations on its role and responsibilities referred to above and
consolidated financial statements of CF Industries for the year ended December 31, 2013, as audited by KPMG, be included in our Annual Report on Form
and recommended to the Board that the Board seek stockholder ratification of the selection of KPMG.

Robert G. Kuhbach (Chairman)
Robert C. Arzbaecher
William Davisson
Stephen J. Hagge

ADDITIONAL INFORMATION

Submission of Future Stockholder Proposals

Under SEC rules, a stockholder who intends to present a proposal at the next annual meeting of stockholders and who wishes the proposal to be included ir
proposal in writing to our corporate secretary at the address on the Notice of Annual Meeting accompanying this Proxy Statement. The proposal must be re
anticipated mailing date of this proxy statement).

Our Bylaws require that written notice of (i) proposals intended to be presented by a stockholder at the next annual meeting, but that are not intended for in
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meeting pursuant to Rule 14a-8, and (ii) nominees for the election of directors intended to be made by a stockholder at the next annual meeting be delivere
Statement no earlier than January 14, 2015 and no later than February 13, 2015. Such advance notice deadline will also be the deadline for "timely" propos
notice must set forth the information prescribed in our Bylaws. You can obtain a copy of our Bylaws by writing our corporate secretary at the address on th

Cost of Annual Meeting and Proxy Solicitation

We pay the cost of the Annual Meeting and the cost of soliciting proxies. In addition to soliciting proxies by mail, we may solicit proxies by personal inter
compensated for these activities. We also intend to request that brokers, banks, and other nominees solicit proxies from their principals, and we will reimbu

We have also retained Innisfree M&A Incorporated ("Innisfree") for consulting and solicitation services in connection with the Annual Meeting, for which
Innisfree for out-of-pocket expenses and to indemnify Innisfree against certain liabilities and expenses, including legal fees and related charges.
Annual Report on Form 10-K

A copy of our Annual Report on Form 10-K for the fiscal year ended December 31, 2013, required to be filed with the SEC, without exhibits, will |
written request to our corporate secretary at the address on the Notice of Annual Meeting accompanying this Proxy Statement.

April 3, 2014
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PROPOSED FORM OF
SECOND AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION

OF
CF INDUSTRIES HOLDINGS, INC.

Explanatory Note

This proposed form of Second Amended and Restated Certificate of Incorporation of CF Industries Holdings, Inc. gives effect to amendments to the C
5, to grant holders of not less than 25% of our outstanding common stock the right to call a special meeting of stockholders. The actual Second Amended a
those amendments approved by stockholders at the Annual Meeting.

Prior amendments to the Charter approved in accordance with Delaware law and incorporated into this proposed form of Second Amended and Restat

PROPOSED FORM OF
SECOND AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
CF INDUSTRIES HOLDINGS, INC.

Pursuant to Sections 244242 and 245 of the
Delaware General Corporation Law

CF Industries Holdings, Inc., a corporation organized and existing under the General Corporation Law of the State of Delaware (the "DGCL"), does h

1. The name of the corporation is CF Industries Holdings, Inc. (the "Corporation"). The Corporation was originally incorporated under the
with the Secretary of State of the State of Delaware on April 15, 2005.

32. This Second Amended and Restated Certificate of Incorporation (the "Amended and Restated Certificate of Incorporation") was duly a
the Corporation in accordance with Sections 244242 and 245 of the DGCL.

3. This Amended and Restated Certificate of Incorporation restates and integrates and further amends the certificate of incorporation of th

4. The text of the Certificate of Incorporation is hereby amended and restated in its entirety to read as follows:

ARTICLE I

The name of the Corporation is CF Industries Holdings, Inc.
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ARTICLE II

The address of the registered office of the Corporation in the State of Delaware is 2711 Centerville Road, Suite 400, City of Wilmington 19808, Coun

ARTICLE I

The purpose of the Corporation is to engage in any lawful act or activity for which a corporation may be organized under the DGCL.

ARTICLE IV

(A) Authorized Capital Stock. The total number of shares of stock which the Corporation shall have authority to issue is 550,000,000 shares of cap
Stock™") and (ii) 50,000,000 shares of preferred stock, par value $0.01 per share (the "Preferred Stock").

(B) Preferred Stock. Except as provided in Article IV(C) with respect to Series A Junior Participating Preferred Stock (as hereinafter defined), the
Preferred Stock in one or more classes or series, and to fix for each such class or series such voting powers, full or limited, or no voting powers, and such d
limitations or restrictions thereof, as shall be stated and expressed in the resolution or resolutions adopted by the Board of Directors providing for the issuas
series may be (i) subject to redemption at such time or times and at such price or prices; (ii) entitled to receive dividends (which may be cumulative or non-
relation to, the dividends payable on any other class or classes or any other series; (iii) entitled to such rights upon the dissolution of, or upon any distributi
or classes of stock, or of any other series of the same or any other class or classes of stock, of the Corporation at such price or prices or at such rates of excl

(C) Series A Junior Participating Preferred Stock. There is hereby created a series of Preferred Stock, designated Series A Junior Participating Pre

(D) Power to Sell and Purchase Shares. Subject to the requirements of applicable law, the Corporation shall have the power to issue and sell all or
consideration, as the Board of Directors shall from time to time, in its discretion, determine, whether or not greater consideration could be received upon th
to the requirements of applicable law, the Corporation shall have the power to purchase any shares of any class of stock herein or hereafter authorized from
discretion, determine, whether or not less consideration could be paid upon the purchase of the same number of shares of another class, and as otherwise pe
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ARTICLE V
The following provisions are inserted for the management of the business and the conduct of the affairs of the Corporation, and for further definition,
(A) The business and affairs of the Corporation shall be managed by or under the direction of the Board of Directors.
(B) The Board of Directors shall consist of not less than 3 or more than 15 members, the exact number of which shall be fixed from time to

(C) The Board of Directors shall be and is divided into three classes designated: Class I, Class II and Class III, which shall be as nearly equ:
meeting of stockholders following the annual meeting at which the director was elected. Notwithstanding the foregoing, (1) at the 2013 annual m
a one-year term expiring at the 2014 annual meeting of stockholders; (2) at the 2014 annual meeting of stockholders, the directors whose terms e:
meeting of stockholders; and (3) at the 2015 annual meeting of stockholders and each annual meeting of stockholders thereafter, all directors shal
procedures, effective as of the 2015 annual meeting of stockholders, the Board of Directors will no longer be classified under Section 141(d) of tl
stockholders, if the number of directors is changed, any increase or decrease shall be apportioned among the classes so as to maintain the number

(D) A director shall hold office until the annual meeting for the year in which his or her term expires and until his or her successor shall be «
removal from office.

(E) Subject to the terms of any one or more classes or series of Preferred Stock, any vacancy on the Board of Directors that results from an
office, provided that a quorum is present, and any other vacancy occurring on the Board of Directors may only be filled by a majority of the Boat
annual meeting of stockholders, (i) any director of any class elected to fill a vacancy resulting from an increase in the number of directors of such
director elected to fill a vacancy not resulting from an increase in the number of directors shall have the same remaining term as that of his prede
any incumbent director. Subject to the rights, if any, of the holders of shares of Preferred Stock then outstanding, (x) until the 2015 annual meetir
Board of Directors, may be removed from office at any time, but only for cause and only by the affirmative vote of the holders of atteast-twe—thi
shares then entitled to vote gereraHy at an election of directors efthe-Cerperation and (y) from and after the 2015 annual meeting of stockholder:
cause, by the holders of a majority of the shares then entitled to vote at an election of directors. Notwithstanding the foregoing, whenever the hol
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Preferred Stock issued by the Corporation shall have the right, voting separately by class or series, to elect directors at an annual or special meetis
shall be governed by the terms of this Amended and Restated Certificate of Incorporation applicable thereto, and such directors so elected shall n

(F) In addition to the powers and authority hereinbefore or by statute expressly conferred upon them, the directors are hereby empowered tc

subject, nevertheless, to the provisions of the DGCL, this Amended and Restated Certificate of Incorporation, and any By-Laws adopted by the s
any prior act of the directors which would have been valid if such By-Laws had not been adopted.

ARTICLE VI

No director shall be personally liable to the Corporation or any of its stockholders for monetary damages for breach of fiduciary duty as a director, exc
the same exists or may hereafter be amended. If the DGCL is amended hereafter to authorize the further elimination or limitation of the liability of director:

authorized by the DGCL, as so amended. Any repeal or modification of this Article VI shall not adversely affect any right or protection of a director of the
prior to such repeal or modification.

ARTICLE VII

The Corporation shall indemnify its directors and officers to the fullest extent authorized or permitted by law, as now or hereafter in effect, and such ri

Corporation and shall inure to the benefit of his or her heirs, executors and personal and legal representatives; provided, however, that, except for proceedi
or officer (or his or her heirs, executors or personal or legal representatives) in connection with a proceeding (or part thereof) initiated by such person unles

indemnification conferred by this Article VII shall include the right to be paid by the Corporation the expenses incurred in defending or otherwise participa

The Corporation may, to the extent authorized from time to time by the Board of Directors, provide rights to indemnification and to the advancement ¢
directors and officers of the Corporation.

The rights to indemnification and to the advancement of expenses conferred in this Article VII shall not be exclusive of any other right which any pers
By-Laws of the Corporation, any statute, agreement, vote of stockholders or disinterested directors or otherwise.

Any repeal or modification of this Article VII shall not adversely affect any rights to indemnification and to the advancement of expenses of a director
omissions occurring prior to such repeal or modification.
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ARTICLE VIII

Any action required or permitted to be taken by the stockholders of the Corporation must be effected at a duly called annual or special meeting of stoc
action is hereby specifically denied.

ARTICLE IX

(A) Meetings of stockholders may be held within or without the State of Delaware, as the By-Laws may provide. The books of the Corporation may t
places as may be designated from time to time by the Board of Directors or in the By-Laws of the Corporation.

(B) Unless otherwise required by law, special meetings of stockholderss-fer-any-purpese-or-parpeses; may be called by (i) the Chairman of the Board
stoekholderste-eat, and (iv) subject to the provisions of the Corporation's By-Laws. a special meeting of stockholders ts-hereby-speetfteatiy-dented-shall b

twenty-five percent (25%) of the voting power of all outstanding shares of Common Stock entitled to vote at such meeting, such voting power to be calculs

Corporation's By-Laws. Subject to the rights of the holders of any shares of Preferred Stock. special meetings of stockholders may not be called by any oth
only such proposals shall be acted upon. as were specified in the notice thereof.

ARTICLE X

In furtherance and not in limitation of the powers conferred upon it by the laws of the State of Delaware, the Board of Directors shall have the power t
the entire Board of Directors shall be required to adopt, amend, alter, change or repeal the Corporation's By-Laws. The Corporation's By-Laws also may be
#we-thirdsa majority of the voting power of the Corporation's then issued and outstanding capital stock entitled to vote generally at an election of directors

ARTICLE XI

The Corporation reserves the right to amend, alter, change or repeal any provision contained in this Amended and Restated Certificate of Incorporatio:
the Corporation's By-Laws or the DGCL, and all rights herein conferred upon stockholders are granted subject to such reservations-prevideds-however-that

g
lth
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IN WITNESS WHEREOF, the Corporation has caused this Amended and Restated Certificate of Incorporation to be executed on its behalf this 14th d
CF INDUSTRIES HC
By:

Name: Douglas C
Title: Senior Vic
A-6
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SERIES A JUNIOR PARTICIPATING PREFERREL
Section 1.  Designation and Amount. The shares of such series shall be designated as "Series A Junior Participating Preferred Stock" and the numb
Section 2.  Dividends and Distributions.

(a) Subject to the prior and superior rights of the holder of any shares of any series of Preferred Stock ranking prior and superior to the shares of Seri
Junior Participating Preferred Stock shall be entitled to receive, when, as and if declared by the Board of Directors out of funds legally available for the put
each year (each such date being referred to herein as a "Quarterly Dividend Payment Date"), commencing on the first Quarterly Dividend Payment Date af
amount per share (rounded to the nearest cent) equal to the greater of (a) $0.01 or (b) subject to the provision for adjustment hereinafter set forth, 1,000 tim
(payable in kind) of all non-cash dividends or other distributions other than a dividend payable in shares of Common Stock or a subdivision of the outstand
$0.01 per share, of the Corporation (the "Common Stock") since the immediately preceding Quarterly Dividend Payment Date, or, with respect to the first
Junior Participating Preferred Stock. In the event the Corporation shall at any time after August 10, 2005 (the "Effective Date") (i) declare any dividend on
(iii) combine the outstanding Common Stock into a smaller number of shares, then in each such case the amount to which holders of shares of Series A Jun
preceding sentence shall be adjusted by multiplying such amount by a fraction the numerator of which is the number of shares of Common Stock outstandi
that were outstanding immediately prior to such event.

(b) The Corporation shall declare a dividend or distribution on the Series A Junior Participating Preferred Stock as provided in Paragraph (A) above :
payable in shares of Common Stock); provided that, in the event no dividend or distribution shall have been declared on the Common Stock during the per:
Date, a dividend of $0.01 per share on the Series A Junior Participating Preferred Stock shall nevertheless be payable on such subsequent Quarterly Divide

(c) Dividends shall begin to accrue and be cumulative on outstanding shares of Series A Junior Participating Preferred Stock from the Quarterly Divi
Preferred Stock, unless the date of issue of such shares is prior to the record date for the first Quarterly Dividend Payment Date, in which case dividends or
Quarterly Dividend Payment Date or is a date after the record date for the determination of holders of shares of Series A Junior Participating Preferred Stoc
which events such dividends shall begin to accrue and be cumulative from such Quarterly Dividend Payment Date. Accrued but unpaid dividends shall not
less than the total amount of such dividends at the time accrued and
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payable on such shares shall be allocated pro rata on a share-by-share basis among all such shares at the time outstanding. The Board of Directors may fix
entitled to receive payment of a dividend or distribution declared thereon, which record date shall be no more than 30 days prior to the date fixed for the pa

Section 3. Voting Rights. The holders of shares of Series A Junior Participating Preferred Stock shall have the following voting rights:

(A) Subject to the provision for adjustment hereinafter set forth, each share of Series A Junior Participating Preferred Stock shall entitle the holder the
the Corporation shall at any time after the Effective Date (i) declare any dividend on Common Stock payable in shares of Common Stock, (ii) subdivide the
shares, then in each such case the number of votes per share to which holders of shares of Series A Junior Participating Preferred Stock were entitled imme
which is the number of shares of Common Stock outstanding immediately after such event and the denominator of which is the number of shares of Comm

(B) Except as otherwise provided herein or by law, the holders of shares of Series A Junior Participating Preferred Stock and the holders of shares of
Corporation.

(C) () If at any time dividends on any Series A Junior Participating Preferred Stock shall be in arrears in an amount equal to six (6) quarterly dividen
"default period") which shall extend until such time when all accrued and unpaid dividends for all previous quarterly dividend periods and for the current q
shall have been declared and paid or set apart for payment. During each default period, all holders of Preferred Stock (including holders of the Series A Jun
dividends thereon, voting as a class, irrespective of series, shall have the right to elect two (2) directors.

(ii) During any default period, such voting right of the holders of Series A Junior Participating Preferred Stock may be exercised initially a
stockholders, and thereafter at annual meetings of stockholders, provided that neither such voting right nor the right of the holders of any other se
exercised unless the holders of ten percent (10%) in number of shares of Preferred Stock outstanding shall be present in person or by proxy. The -
Preferred Stock of such voting right. At any meeting at which the holders of Preferred Stock shall exercise such voting right initially during an ex
any, in the Board of Directors as may then exist up to two (2) directors or, if such right is exercised at an annual meeting, to elect two (2) director
the holders of the Preferred Stock shall have the right to make such increase in the number of directors as shall be necessary to permit the electior
to elect directors in any default period and during the continuance of such period, the number of directors shall not be increased or decreased exc
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the rights of any equity securities ranking senior to or pari passu with the Series A Junior Participating Preferred Stock.

(iii) Unless the holders of Preferred Stock shall, during an existing default period, have previously exercised their right to elect directors, the
ten percent (10%) of the total number of shares of Preferred Stock outstanding, irrespective of series, may request, the calling of a special meetin,
Vice-President or the Secretary of the Corporation. Notice of such meeting and of any annual meeting at which holders of Preferred Stock are en
by mailing a copy of such notice to him at his last address as the same appears on the books of the Corporation. Such meeting shall be called for :
calling of such meeting within 60 days after such order or request, such meeting may be called on similar notice by any stockholder or stockhold:
Stock outstanding. Notwithstanding the provisions of this Paragraph (C)(iii), no such special meeting shall be called during the period within 60

(iv) In any default period, the holders of Common Stock, and other classes of stock of the Corporation if applicable, shall continue to be ent
right to elect two (2) directors voting as a class, after the exercise of which right (x) the directors so elected by the holders of Preferred Stock shal
the default period, and (y) any vacancy in the Board of Directors may (except as provided in Paragraph (C)(ii) of this Section 3) be filled by vote
elected the director whose office shall have become vacant. References in this Paragraph (C) to directors elected by the holders of a particular cla
the foregoing sentence.

(v) Immediately upon the expiration of a default period, (x) the right of the holders of Preferred Stock as a class to elect directors shall ceas
(z) the number of directors shall be such number as may be provided for in the certificate of incorporation or by-laws irrespective of any increase
however, to change thereafter in any manner provided by law or in the certificate of incorporation or by-laws). Any vacancies in the Board of Dir
majority of the remaining directors.

(D) Except as set forth herein, holders of Series A Junior Participating Preferred Stock shall have no special voting rights and their consent shall not t
herein) for taking any corporate action.

Section 4.  Certain Restrictions.

(A) Whenever quarterly dividends or other dividends or distributions payable on the Series A Junior Participating Preferred Stock as provided in Sect
declared, on shares of Series A Junior Participating Preferred Stock outstanding shall have been paid in full, the Corporation shall not
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(i) declare or pay dividends on, make any other distributions on, or redeem or purchase or otherwise acquire for consideration any shares c
Series A Junior Participating Preferred Stock;

(ii) declare or pay dividends on or make any other distributions on any shares of stock ranking on a parity (either as to dividends or upon li
dividends paid ratably on the Series A Junior Participating Preferred Stock and all such parity stock on which dividends are payable or in arrears

(iii) redeem or purchase or otherwise acquire for consideration shares of any stock ranking on a parity (either as to dividends or upon liquid
Corporation may at any time redeem, purchase or otherwise acquire shares of any such parity stock in exchange for shares of any stock of the Co
Series A Junior Participating Preferred Stock; or

(iv) purchase or otherwise acquire for consideration any shares of Series A Junior Participating Preferred Stock, or any shares of stock rank
purchase offer made in writing or by publication (as determined by the Board of Directors) to all holders of such shares upon such terms as the B
preferences of the respective series and classes, shall determine in good faith will result in fair and equitable treatment among the respective serie

(B) The Corporation shall not permit any subsidiary of the Corporation to purchase or otherwise acquire for consideration any shares of stock of the C
acquire such shares at such time and in such manner.

Section 5. Reacquired Shares. Any shares of Series A Junior Participating Preferred Stock purchased or otherwise acquired by the Corporation in :
shares shall upon their cancellation become authorized but unissued shares of Preferred Stock and may be reissued as part of a new series of Preferred Stoc
restrictions on issuance set forth herein.

Section 6.  Liquidation, Dissolution or Winding Up. (A) Upon any liquidation (voluntary or otherwise), dissolution or winding up of the Corporatic
upon liquidation, dissolution or winding up) to the Series A Junior Participating Preferred Stock unless, prior thereto, the holders of shares of Series A Juni
Participating Preferred Stock, plus an amount equal to accrued and unpaid dividends and distributions thereon, whether or not declared, to the date of such
Series A Liquidation Preference, no additional distributions shall be made to the holders of shares of Series A Junior Participating Preferred Stock unless, g
"Common Adjustment") equal to the quotient obtained by dividing (i) the Series A Liquidation Preference by (ii) 1,000 (as appropriately adjusted as set for
with respect to the Common Stock) (such number in clause (ii), the "Adjustment Number"). Following the payment of the full amount of the Series A Liqu
Participating Preferred Stock and Common Stock, respectively, holders of Series A Junior Participating Preferred Stock and holders of shares of Common
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Stock shall receive their ratable and proportionate share of the remaining assets to be distributed in the ratio of the Adjustment Number to 1 with respect to

(B) In the event, however, that there are not sufficient assets available to permit payment in full of the Series A Liquidation Preference and the liquid:
Junior Participating Preferred Stock, then such remaining assets shall be distributed ratably to the holders of such parity shares in proportion to their respec
payment in full of the Common Adjustment, then such remaining assets shall be distributed ratably to the holders of Common Stock.

(C) In the event the Corporation shall at any time after the Effective Date (i) declare any dividend on Common Stock payable in shares of Common S
a smaller number of shares, then in each such case the Adjustment Number in effect immediately prior to such event shall be adjusted by multiplying such .
outstanding immediately after such event and the denominator of which is the number of shares of Common Stock that were outstanding immediately prior

Section 7. Consolidation, Merger, etc. In case the Corporation shall enter into any consolidation, merger, combination or other transaction in whic
any other property, then in any such case the shares of Series A Junior Participating Preferred Stock shall at the same time be similarly exchanged or chang
times the aggregate amount of stock, securities, cash and/or any other property (payable in kind), as the case may be, into which or for which each share of
Date (i) declare any dividend on Common Stock payable in shares of Common Stock, (ii) subdivide the outstanding Common Stock, or (iii) combine the ot
the preceding sentence with respect to the exchange or change of shares of Series A Junior Participating Preferred Stock shall be adjusted by multiplying st
immediately after such event and the denominator of which is the number of shares of Common Stock that were outstanding immediately prior to such eve

Section 8. No Redemption. The shares of Series A Junior Participating Preferred Stock shall not be redeemable.

Section 9. Ranking. The Series A Junior Participating Preferred Stock shall rank junior to all other series of the Corporation's Preferred Stock as to
otherwise.

Section 10. Amendment. At any time when any shares of Series A Junior Participating Preferred Stock are outstanding, neither the Amended and R
amended in any manner which would materially alter or change the powers, preferences or special rights of the Series A Junior Participating Preferred Stoc
outstanding shares of Series A Junior Participating Preferred Stock, voting separately as a class.

Section 11.  Fractional Shares. Series A Junior Participating Preferred Stock may be issued in fractions of a share which shall entitle the holder, in
distributions and to have the benefit of all other rights of holders of Series A Junior Participating Preferred Stock.
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FORM OF AMENDMENT TO CF INDUSTRIES HOLDINGS, INC. AMENDED AND RESTATED BYLAWS TO GRANT HOLDERS OF N
SPECIAL MEETING OF STOCKHOLDERS

Article II, Section 3. Special Meetings.

Unless otherwise required by law, Special Meetings of Stockholders may be called by (i) the Chairman of the Board of Directors, if there be one, (ii) t
other applicable sections of the Bylaws, a Special Meeting shall be called by the Secretary of the Corporation upon written request in proper form (a "Spec:
representing at least twenty-five percent (25%) of the voting power of all outstanding shares of common stock which shares are determined to be "Net Lon;
holders of any shares of preferred stock, Special Meetings of the Stockholders may not be called by any other person or persons.

For purposes of this Section 3 and for determining the Requisite Percentage, Net Long Shares shall be limited to the number of shares of common stoc
person's net long position as defined in Rule 14e-4 under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), provided that (x) for purj
bidder to holders of the security to be acquired shall instead be the date for determining and/or documenting a stockholder's or beneficial owner's Net Long
Corporation's common stock on the New York Stock Exchange (or any successor thereto) on such date (or, if such date is not a trading day, the next succes
Corporation and (iv) a "subject security" shall refer to the outstanding common stock of the Corporation; and (y) to the extent not covered by such definitic
the time the Special Meeting Request is delivered to the Corporation, have the right to vote or direct the vote at the Special Meeting or as to which such per
transfers, in whole or in part, directly or indirectly, any of the economic consequences of ownership of such shares. In addition, to the extent any affiliates
with respect to the calling of the Special Meeting, the determination of Net Long Shares may include the effect of aggregating the Net Long Shares (includ
be decided by the Board of Directors in its reasonable determination.

A Special Meeting Request must be delivered to or mailed to the attention of the Secretary at the principal executive offices of the Corporation. To be
stockholder of record submitting the Special Meeting Request and by each of the beneficial owners, if any, on whose behalf the Special Meeting Request is
(i) a statement of the specific purpose(s) of the Special Meeting and the matters proposed to be acted on at the Special Meeting, the text of any proposal or
business includes a proposal to amend the Bylaws of the Corporation, the text of the proposed amendment), the reasons for conducting such business at the
case of any director nominations proposed to be presented at the
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Special Meeting, the information required by clauses (a)(i) through (a)(vi) of the fourth paragraph of Article II, Section 5 of these Bylaws! and clauses (b)(
including with respect to each Requesting Stockholder;? (iii) in the case of any matter (other than a director nomination) proposed to be conducted at the Sy
of Article II, Section 4 of these Bylaws, including with respect to each Requesting Stockholder;? (iv) a representation that each Requesting Stockholder, or
Special Meeting to present the proposal(s) or business to be brought before the Special Meeting; (v) a representation as to whether the Requesting Stockhol
to be presented at the Special Meeting; (vi) an agreement by the Requesting Stockholders to notify the Corporation promptly in the event of any decrease i
Special Meeting Request and prior to the Special Meeting and an acknowledgement that any such decrease shall be deemed to be a revocation of such Spec
Stockholders own the Requisite Percentage as of the date on which the Special Meeting Request is delivered to the Secretary; provided, however, that if the
shares representing the Requisite Percentage, then to be valid, the Special Meeting Request must also include documentary evidence (or, if not simultaneou
Secretary within ten (10) days after the date on which the Special Meeting Request is delivered to the Secretary) that the beneficial owners on whose behal
such Special Meeting Request is delivered to the Secretary. In addition, each Requesting Stockholder shall promptly provide any other information reasona

Clauses (a)(i) through (a)(vi) of the fourth paragraph of Article II, Section 5 of the Bylaws, require, with respect to each person whom the stockh
address of the person, (ii) the principal occupation or employment of the person, (iii) the class or series and number of shares of capital stock of t
number of, any shares owned beneficially but not of record by such person, (v) whether and the extent to which any hedging or other transaction
understanding (including any derivative or short positions, profit interests, options or borrowed or loaned shares) has been made, the effect or int
decrease the voting power of, such person with respect to any share of stock of the Corporation and (vi) any other information relating to the pers
connection with the solicitation of proxies for election of directors pursuant to Section 14 of the Exchange Act and the rules and regulations pron

Clauses (b)(i) through (b)(vi) and clause (b)(xi) of the fourth paragraph of Article II, Section 5 of the Bylaws, require, with respect to each Reque
capital stock of the Corporation which are owned beneficially or of record by such person, (iii) the nominee holder for, and number of, any share:
or other transaction or series of transactions has been entered into by or on behalf of, or any other agreement, arrangement or understanding (incl
made, the effect or intent of which is to mitigate loss to or manage risk or benefit of share price changes for, or to increase or decrease the voting
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(v) a description of all agreements, arrangements or understandings between or among such persons or any other person (including their names) |
interest of such person in such nominations, including any anticipated benefit to such person therefrom and (xi) any other information relating to
statement or other filings required to be made in connection with the solicitation of proxies for election of directors pursuant to Section 14 of the

Clauses (i) through (vi) and clause (x) of the fourth paragraph of Article II, Section 4 of the Bylaws, require, with respect to each Requesting Stoc
stock of the Corporation which are owned beneficially or of record by such person, (iii) the nominee holder for, and number of, any shares ownec
transaction or series of transactions has been entered into by or on behalf of, or any other agreement, arrangement or understanding (including an
effect or intent of which is to mitigate loss to or manage risk or benefit of share price changes for, or to increase or decrease the voting power of,
arrangements or understandings between or among such persons or any other person (including their names) in connection with the proposal of s
business and (x) any other information relating to such stockholder or any Stockholder Associated Person that would be required to be disclosed
pursuant to Section 14 of the Exchange Act, and the rules and regulations promulgated thereunder.

The Corporation will provide the Requesting Stockholders with notice of the record date for the determination of stockholders entitled to vote at the S;
update the notice delivered pursuant to this Section 3 not later than ten (10) business days after such record date to provide any material changes in the fore
of the previous paragraph, also as of a date not more than five (5) business days before the scheduled date of the Special Meeting as to which the Special M

In determining whether a Special Meeting has been requested by stockholders holding in the aggregate at least the Requisite Percentage, multiple Spe:
(1) each Special Meeting Request identifies substantially the same purpose or purposes of the Special Meeting and substantially the same matters proposed
and (ii) such Special Meeting Requests have been delivered to the Secretary of the Corporation within sixty (60) days of the earliest dated Special Meeting

A Special Meeting Request shall not be valid, and a special meeting requested by stockholders shall not be held, if (i) the Special Meeting Request do
not a proper subject for stockholder action under applicable law; (iii) the Special Meeting Request is delivered during the period commencing ninety (90) d
and ending on the date of the next annual meeting; (iv) an identical or substantially similar item (as determined in good faith by the Board of Directors, a "
Meeting held not more than twelve (12) months before the Special Meeting Request is delivered; (v) the Special Meeting Request relates to the election or
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director(s) was presented at an Annual Meeting of Stockholders or Special Meeting held not more than ninety (90) days before the Special Meeting Reques
Corporation's notice of meeting as an item of business to be brought before an Annual Meeting of Stockholders or Special Meeting that has been called but
Corporation of a Special Meeting Request; or (vii) the Special Meeting Request was made in a manner that involved a violation of Regulation 14A under tl
requirements set forth in this Section 3 have been satisfied and such determination shall be binding on the Corporation and its stockholders.

Except as otherwise provided in this Article II, Section 3, a Special Meeting held following a Special Meeting Request shall be held at such time and

A Requesting Stockholder may revoke a Special Meeting Request by written revocation delivered to Secretary at the principal executive offices of the
revocation pursuant to clause (vi) of the third paragraph of this Section 3), there are unrevoked requests from Requesting Stockholders holding, in the aggr
Meeting.

If none of the Requesting Stockholders appear or send a duly authorized agent to present the business to be presented for consideration specified in the
Meeting, notwithstanding that proxies in respect of such matter may have been received by the Corporation.

Business transacted at any Special Meeting shall be limited to (i) the purpose(s) stated in the valid Special Meeting Request for such Special Meeting :
Special Meeting. The chairman of a Special Meeting shall determine all matters relating to the conduct of the Special Meeting, including, without limitatios
business has been properly brought before the Special Meeting in accordance with these Bylaws. If the chairman of a Special Meeting determines that busi
the chairman shall declare to the meeting that the business was not properly brought before the meeting and such business shall not be transacted.
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CF INDUSTRIES HOLDINGS, INC.
2014 EQUITY AND INCENTIVE PLAN

1. Purpose; Types of Awards; Construction.

The purposes of the CF INDUSTRIES HOLDINGS, INC. 2014 Equity and Incentive Plan (the "Plan") are to promote the interests of the Company an
independent contractors (including non-employee directors) of the Company and its Subsidiaries with appropriate incentives and rewards to encourage ther
proprietary interest in the long-term success of the Company and to reward the performance of individuals in fulfilling their personal responsibilities for lo
options" and "nonqualified stock options"), stock appreciation rights, restricted stock, restricted stock units and other stock- or cash-based awards. The Plar
"performance-based compensation" under Section 162(m) of the Code may comply with such requirements, and the Plan and Awards shall be interpreted i1

2. Definitions.
For purposes of the Plan, the following terms shall be defined as set forth below:
(a) "Annual Incentive Program" means the program described in Section 6(c) hereof.
(b) "Award" means any Option, SAR, Restricted Stock, Restricted Stock Unit or Other Stock-Based Award or Other Cash-Based Award gi
(c) "Award Agreement" means any written agreement, contract, notice or other instrument or document evidencing an Award.
(d) "Board" means the Board of Directors of the Company.
(e) A "Change in Control" shall be deemed to have occurred if an event set forth in any one of the following paragraphs shall have occurre

(i) any Person is or becomes the Beneficial Owner (as defined in Rule 13d-3 of the Exchange Act), directly or indirectly, of secu
acquired directly from the Company or any of its affiliates) representing 25% or more of the combined voting power of the Company's

(ii) the following individuals cease for any reason to constitute a majority of the number of directors then serving on the Board: i
any new director (other than a director whose initial assumption of office is in connection with an actual or threatened election contest,
whose appointment or election by the Board or nomination for election by the Company's stockholders was approved or recommended
date hereof or whose appointment, election or nomination for election was previously so approved or recommended; or

(iii) there is consummated a merger or consolidation of the Company or any direct or indirect subsidiary of the Company with an
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consolidation immediately following which the individuals who comprise the Board immediately prior thereto constitute at least a majc
surviving such merger is then a subsidiary, the ultimate parent thereof; or

(iv) the stockholders of the Company approve a plan of complete liquidation or dissolution of the Company or there is consumma
assets, other than (a) a sale or disposition by the Company of all or substantially all of the Company's assets to an entity, at least 60% o
following the completion of such transaction in substantially the same proportions as their ownership of the Company immediately pric
assets immediately following which the individuals who comprise the Board immediately prior thereto constitute at least a majority of
subsidiary, the ultimate parent thereof.
Notwithstanding the foregoing or anything to the contrary herein, (i) a "Change in Control" shall not be deemed to have occurred by virtue of the
holders of the common stock of the Company immediately prior to such transaction or series of transactions continue to have substantially the sai
immediately following such transaction or series of transactions and (ii) to the extent required to avoid the imposition of accelerated taxation and
such event constitutes a change in control event (as determined in accordance with Section 409A of the Code).

(f) "Code" means the Internal Revenue Code of 1986, as amended from time to time.

(g) "Committee" shall mean, at the discretion of the Board, a Committee of the Board, which shall consist of two or more persons, each of
Section 162(m) of the Code and a "nonemployee director" within the meaning of Rule 16b-3.

(h) "Company" means CF INDUSTRIES HOLDINGS, INC., a corporation organized under the laws of the State of Delaware, or any succc
(1) "Consultant" means any person who is engaged by the Company or a Subsidiary to render consulting or advisory services and is compe

(G) "Continuous Service" means that the Grantee's service with the Company or a Subsidiary, whether as an employee, consultant or indep
capacity in which the Grantee renders service to the Company or a Subsidiary as an employee, director, consultant or independent contractor, pro
Subsidiary in any of the foregoing capacities, shall not terminate a Grantee's Continuous Service.

(k) "Covered Employee" shall have the meaning set forth in Section 162(m)(3) of the Code.
(1) "Exchange Act" means the Securities Exchange Act of 1934, as amended from time to time, and as now or hereafter construed, interpre
(m) "Fair Market Value" means, with respect to Stock or other property, the fair market value of such Stock or other property determined b
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established from time to time by the Committee. Unless otherwise determined by the Committee in good faith, the per share Fair Market Value o
national securities exchange on which the Stock is principally traded, for the relevant date (or, if there is no such closing sales price reported on tl
shares of Stock are then traded in an over-the-counter market, the average of the closing reported bid and asked prices for the shares of Stock in s
reported on the relevant date, then on the first day thereafter on which closing bid and asked prices are reported), or (iii) if the shares of Stock are
the Committee, in its sole discretion, shall determine.

(n) "Grantee" means an employee, consultant or independent contractor (including non-employee director) of the Company or any Subsidi:
(o) "ISO" means any Option intended to be and designated as an incentive stock option within the meaning of Section 422 of the Code.

(p) "Long Term Incentive Program" means the program described in Section 6(b) hereof.

(@) "NQSO" means any Option that is not designated as an ISO.

(r) "Option" means a right, granted to a Grantee under Section 6(b)(i), to purchase shares of Stock. An Option may be either an ISO or an 1

(s) "Other Cash-Based Award" means cash awarded under the Annual Incentive Program or the Long Term Incentive Program, including c
Plan.

(t) "Other Stock-Based Award" means a right or other interest granted to a Grantee under the Annual Incentive Program or the Long Term
otherwise based on, or related to, Stock, including but not limited to (i) unrestricted Stock awarded as a bonus or upon the attainment of Perform:
from the Company containing terms and conditions prescribed by the Committee.

(u) "Performance Goals" means performance goals based on the attainment by the Company or any Subsidiary of the Company (or any div
one or more of the following criteria (as determined in accordance with generally accepted accounting principles): (1) return on total stockholder
before any or all of interest, taxes, minority interest, depreciation and amortization; (5) sales or revenues; (6) return on assets, capital or investme
completion of critical projects or processes; (11) the formation of joint ventures, research or development collaborations, or the completion of ott
employed; (14) specified strategic objectives; (15) economic value created; (16) objectives based on meeting specified market penetration, geogr
supervision of litigation, information technology or budget comparisons; (17) total shareholder return and (18) any combination of, or a specified
attainment of specified levels of performance under one or more of the measures described above relative to the performance of other entities. To
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any requirements for stockholder approval) or applicable to an Award not intended to constitute performance-based compensation for purposes o
goals may be based or adjust, modify or amend the aforementioned business criteria. Performance Goals may include a threshold level of perforn
Award will be earned and a level of performance at which the maximum amount of the Award will be earned. The Committee shall have the auth
events affecting the Company or any Subsidiary of the Company or the financial statements of the Company or any Subsidiary of the Company, |
determined to be extraordinary or unusual in nature or infrequent in occurrence or related to the disposal of a segment of a business or related to

(v) "Person" shall have the meaning set forth in Section 3(a)(9) of the Exchange Act, as modified and used in Sections 13(d) and 14(d) ther
or other fiduciary holding securities under an employee benefit plan of the Company or any Subsidiary Corporation, (3) an underwriter temporar
indirectly, by the stockholders of the Company in substantially the same proportions as their ownership of stock of the Company.

(w) "Plan" means this CF INDUSTRIES HOLDINGS, INC. 2014 Equity and Incentive Plan, as amended from time to time.

(x) "Restricted Stock" means an Award of shares of Stock to a Grantee under Section 6(b)(iii) that may be subject to certain restrictions an
(y) "Restricted Stock Unit" means a right granted to a Grantee under Section 6(b)(iv) to receive Stock or cash at the end of a specified defe
(z) "Rule 16b-3" means Rule 16b-3, as from time to time in effect promulgated by the Securities and Exchange Commission under Section
(aa) "Securities Act" means the Securities Act of 1933, as amended from time to time, and as now or hereafter construed, interpreted and ap
(bb) "Stock" means shares of the common stock, par value $0.01 per share, of the Company.

(cc) "Stock Appreciation Right" or "SAR" means the right, granted to a Grantee under Section 6(b)(ii), to be paid an amount measured by th
(dd) "Subsidiary" means a "subsidiary corporation," whether now or hereafter existing, as defined in Section 424(f) of the Code.

(ee) "Total Authorized Shares" shall have the meaning set forth in Section 5 of the Plan.
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3.  Administration.

The Plan shall be administered by the Committee. The Committee shall have the authority in its discretion, subject to and not inconsistent with the exj
specifically granted to it under the Plan or necessary or advisable in the administration of the Plan, including, without limitation, the authority to grant Awa
determine the type and number of Awards to be granted, the number of shares of Stock to which an Award may relate and the terms, conditions, restriction
than such time as required to ensure that an underlying Award which is intended to comply with the requirements of Section 162(m) of the Code so compli
cancelled, forfeited, exchanged, or surrendered; to make adjustments in the terms and conditions of, and the Performance Goals (if any) included in, Awarc
relating to the Plan; to determine the terms and provisions of the Award Agreements (which need not be identical for each Grantee); and to make all other «
foregoing (but without limiting the authority of the Committee under Section 3 hereof), neither the Board, the Committee nor their respective delegates sha
a lower exercise, base or purchase price; to cancel any such Award in exchange for cash; or to exchange any Option or SAR that has been granted to a Grar
Company's stockholders.

All determinations of the Committee shall be made by a majority of its members either present in person or participating by conference telephone at a
more agents such administrative duties as it may deem advisable, and the Committee or any person to whom it has delegated duties as aforesaid may emplc
may have under the Plan, provided that the Committee shall not delegate its authority to grant, and determine the terms of, Awards granted to any Covered
on all persons, including but not limited to the Company, any Subsidiary of the Company, or Grantee (or any person claiming any rights under the Plan fro:

No member of the Board or Committee shall be liable for any action taken or determination made in good faith with respect to the Plan or any Award
4. Eligibility.

Awards may be granted to executive officers and other key employees, consultants and independent contractors (including non-employee directors) of
consultants to the Company or its Subsidiaries. In determining the persons to whom Awards shall be granted and the number of Shares to be covered by ea
potential contributions to the success of the Company or its Subsidiaries and such other factors as the Committee shall deem relevant in connection with ac

5. Stock Subject to the Plan.

The maximum number of shares of Stock reserved for the grant of Awards under the Plan ("Total Authorized Shares") shall be the sum of (i) 2,789,72
Equity and Incentive Plan and the CF Industries Holdings, Inc. 2009 Equity and Incentive Plan (the "2009 Plan") as of the date this Plan is
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approved by the Company's shareholders, but only to the extent such awards terminate or expire on or after such date without the delivery of shares, in eacl
available for grant under the Plan, each share of Stock subject to or issued in respect of an Option or a Stock Appreciation Right shall be counted against th
Award other than an Option or Stock Appreciation Right shall be counted against the Total Authorized Shares as 1.61 shares. Subject to adjustment as proy
Total Authorized Shares may be awarded under the Plan to any individual in a single calendar year. Determinations made in respect of the limitation set for
the Code. Total Authorized Shares may, in whole or in part, be authorized but unissued shares or shares that shall have been or may be reacquired by the C
shares subject to an Award are forfeited, cancelled, exchanged or surrendered or if an Award terminates or expires without a distribution of shares to the Gi
cancellation, exchange, surrender, termination or expiration, again be available for Awards under the Plan; provided that to the extent an Award counted as
extent that shares of stock subject to an Award that counted as 1.61 shares is returned to the Plan, the Total Authorized Shares will be credited with 1.61 sh
payment of the exercise price of an Option and (ii) shares withheld by the Company or otherwise received by the Company to satisfy tax withholding oblig
repurchased by the Company with Option proceeds. Upon the exercise of any Award granted in tandem with any other Award, such related Award shall be
number of shares shall no longer be available for Awards under the Plan. All shares of Stock covered by a Stock Appreciation Right shall be counted again

In the event of a dividend (other than a normal cash dividend) or other distribution (whether in the form of cash, Stock, or other property), recapitaliza
exchange, or other similar corporate transaction or event which affects the Stock, the Committee shall appropriately adjust the number and kind of shares o
and shall also adjust, in each case, in order to prevent dilution or enlargement of the rights of Grantees under the Plan, (i) the number and kind of shares of
exercise price, grant price, or purchase price relating to any outstanding Award, provided, that, with respect to ISOs, such adjustment shall be made in acco
to be appropriate, the Performance Goals applicable to outstanding Awards. The Committee shall have the authority to determine the specific adjustments t
decision of the Committee regarding any such adjustment shall be final, binding and conclusive.

6. Specific Terms of Awards.

(a) General. The term of each Award shall be for such period as may be determined by the Committee. Subject to the terms of the Plan a
Company upon the grant, maturation, or exercise of an Award may be made in such forms as the Committee shall determine at the date of grant c
single payment or transfer, in installments, or on a deferred basis (consistent with Section 8(c)). The Committee may make rules relating to instal
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respect to Awards, including the rate of interest to be credited with respect to such payments. In addition to the foregoing, the Committee may im
conditions, not inconsistent with the provisions of the Plan, as the Committee shall determine.

(b) Long Term Incentive Program. Under the Long Term Incentive Program, the Committee is authorized to grant the Awards described
the purposes of the Plan. Such Awards may be granted with value and payment contingent upon the attainment of Performance Goals. Each Awa
containing such terms and conditions applicable to such Award as the Committee shall determine at the date of grant or thereafter.

(1) Options. The Committee is authorized to grant Options to Grantees on the following terms and conditions:

(A) Type of Award. The Award Agreement evidencing the grant of an Option under the Plan shall designate the Opti

(B) Exercise Price. The exercise price per share of Stock purchasable under an Option shall be determined by the Cc
share of Stock on the date of grant of such Option. The exercise price for Stock subject to an Option may be paid in cash or b
by the Committee), through a "broker cashless exercise" procedure approved by the Committee, a combination of the above,
such exercise price.

(C) Term and Exercisability of Options. Unless the Committee determines otherwise, the date on which the Commit
granted. Options shall be exercisable over the exercise period (which shall not exceed ten years from the date of grant), at suc
provided, that the Committee shall have the authority to accelerate the exercisability of any outstanding Option at such time ¢
to the extent of any or all full shares of Stock as to which the Option has become exercisable, by such procedures as the Com

(D) Termination of Employment, etc. An Option may not be exercised unless the Grantee is then a director of, in the
the Company, and unless the Grantee remains in Continuous Service, since the date of grant of the Option; provided, that the
specified terminations, to a date not later than the expiration date of such Option.

(E) Dividends. No dividend or dividend equivalents shall be payable in respect of outstanding Options. A Grantee sh
the shares of Stock subject to an Option until the Grantee has given written notice of the exercise thereof, has paid in full for
delivered to the Grantee.
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(F) Other Provisions. Options may be subject to such other conditions including, but not limited to, restrictions on tr
discretion or as may be required by applicable law.

SARs. The Committee is authorized to grant SARs to Grantees on the following terms and conditions:

(A) In General. SARs may be granted independently or in tandem with an Option. Unless the Committee determines
NQSO or at any time thereafter or (2) granted in tandem with an ISO may only be granted at the time of grant of the related I
Option is exercisable. Payment of a SAR may be made in cash, Stock, or property as specified in the Award Agreement or de

(B) SARs. A SAR shall confer on the Grantee a right to receive an amount with respect to each share subject thereto,
of exercise over (2) the grant price of the SAR (which in the case of an SAR granted in tandem with an Option shall be equal
as the Committee may determine, which shall not be less than the Fair Market Value of one share of Stock on the date of grar

(C) Dividends. No dividend or dividend equivalents shall be payable in respect of outstanding SARS. A Grantee sha
shares of Stock subject to a SAR until the Grantee has given written notice of the exercise thereof, has satisfied the requireme

Restricted Stock. The Committee is authorized to grant Restricted Stock to Grantees on the following terms and condition:

(A) Issuance and Restrictions. Restricted Stock shall be subject to such restrictions on transferability and other restri
lapse separately or in combination at such times, under such circumstances, in such installments, or otherwise, as the Commi
part, upon the attainment of Performance Goals.

(B) Forfeiture. Upon termination of employment with or service to the Company or any Subsidiary of the Company.
may provide, by rule or regulation or in any Award Agreement, or may determine in any individual case, that restrictions or f
terminations resulting from specified causes.

(C) Certificates for Stock. Restricted Stock granted under the Plan may be evidenced in such manner as the Committ
such certificates shall bear an appropriate legend referring to the terms, conditions, and restrictions applicable to such Restric
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(D) Dividends. Dividends paid on Restricted Stock shall, at the discretion of the Committee, be paid at the dividend
dividends. Stock distributed in connection with a stock split or a stock dividend, Stock distributed in connection with a speci
restrictions and a risk of forfeiture to the same extent as the Restricted Stock with respect to which such Stock or other prope:
Restricted Stock for which the applicable performance period has not yet concluded will be accrued during the applicable pet
achievement of the performance goals applicable to such Restricted Stock.

Restricted Stock Units. 'The Committee is authorized to grant Restricted Stock Units to Grantees, subject to the following t

(A) Award and Restrictions. Delivery of Stock or cash, as determined by the Committee, will occur upon expiration
may place restrictions on Restricted Stock Units that lapse, in whole or in part, upon the attainment of Performance Goals.

(B) Dividend Equivalents. The Committee may authorize the payment of dividend equivalents with respect to Restri
Committee, be paid at the dividend payment date either in cash or in shares of Stock having a Fair Market Value equal to the
distributed in connection with a special dividend, and any property other than Stock or cash distributed as a dividend, shall be
respect to which such Stock or other property has been distributed. Notwithstanding the foregoing, dividend equivalents with
yet concluded will be accrued during the applicable performance period and will not be paid unless and until the Restricted S
Stock Units.

(C) Forfeiture. Upon termination of employment with or service to the Company or any Subsidiary of the Company.
failure to satisfy any other conditions precedent to the delivery of Stock or cash to which such Restricted Stock Units relate, «
or restriction shall be forfeited; provided, that the Committee may provide, by rule or regulation or in any Award Agreement,
Stock Units will be waived in whole or in part in the event of termination resulting from specified causes.

Other Stock- or Cash-Based Awards. 'The Committee is authorized to grant Awards to Grantees in the form of Other Stock

purposes of the Plan. Awards granted pursuant to this paragraph may be granted with value and payment contingent upon Performance
Committee shall determine the terms and conditions of such Awards at the
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date of grant or thereafter. The maximum value of the aggregate payment that any Grantee may receive with respect to Other Cash-Bas
for any other performance period in excess of one year, such amount multiplied by a fraction, the numerator of which is the number of
may be decreased or, with respect to any Grantee who is not a Covered Employee, increased in the sole discretion of the Committee ba
the certification by the Committee that the Performance Goals have been attained. The Committee may establish such other rules applic
Code (if such Awards are intended to be performance-based compensation for purposes of Section 162(m)).

(¢c) Annual Incentive Program. The Committee is authorized to grant Awards to Grantees pursuant to the Annual Incentive Program, unc
The maximum value of the aggregate payment that any Grantee may receive under the Annual Incentive Program in respect of any calendar year
Covered Employee, increased in the sole discretion of the Committee based on such factors as it deems appropriate. No payment shall be made tc
attained (if such Award is intended to be performance-based compensation for purposes of Section 162(m). The Committee may establish such o
of the Code (if such Awards are intended to be performance-based compensation for purposes of Section 162(m)).

7. Change in Control Provisions.
Unless otherwise determined by the Committee and evidenced in an Award Agreement, in the event of a Change of Control:
(a) any Award carrying a right to exercise that was not previously vested and exercisable shall become fully vested and exercisable; and

(b) the restrictions, deferral limitations, payment conditions, and forfeiture conditions applicable to any other Award granted under the Plar
underlying such Awards shall be delivered, and any performance conditions imposed with respect to Awards shall be deemed to be fully achieve

8. General Provisions.

(a) Nontransferability. Unless otherwise determined by the Committee, Awards shall not be transferable by a Grantee except by will or t
Grantee or his guardian or legal representative. No Award may transferred for value prior to the vesting, exercise or delivery of Stock with respec

(b) No Right to Continued Employment, etc. Nothing in the Plan or in any Award, any Award Agreement or other agreement entered intc
Company or Subsidiary of the Company or to be entitled to any remuneration or benefits not set forth in the Plan or such Award Agreement or ot
terminate such Grantee's employment or independent contractor relationship.
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(¢) Taxes. The Company or any Subsidiary of the Company is authorized to withhold from any Award granted, any payment relating to :
amounts of withholding and other taxes due in connection with any transaction involving an Award, and to take such other action as the Committ
withholding taxes and other tax obligations relating to any Award. This authority shall include authority to withhold or receive Stock or other pro
Committee may provide in the Award Agreement that in the event that a Grantee is required to pay any amount to be withheld in connection witt
such obligation (in whole or in part) by electing to have withheld a portion of the shares of Stock otherwise to be received upon settlement or exe
Plan are intended to be exempt from, or to comply with, the requirements of Section 409A of the Code and any regulations or guidance promulga
Interpretation.

(d) Stockholder Approval; Amendment and Termination.

(i) The Plan shall take effect upon its approval by the Company's shareholders. Upon such approval, no further grants shall be m
outstanding in accordance with their terms and the terms of the 2009 Plan.

(ii)) The Board may at any time and from time to time alter, amend, suspend, or terminate the Plan in whole or in part; provided, |
in order for the Plan to continue to comply with Section 162(m) or any other law, regulation or stock exchange requirement shall not be
foregoing, stockholder approval shall be required for any amendment to the Plan which (a) increases the maximum number of shares of
(c) otherwise materially increases the benefits accruing to Plan participants, (d) permits the Committee to waive vesting requirements (¢
relationship) or (e) amends the provisions of this Section 8(d)(ii). Notwithstanding the foregoing, no amendment to or termination of th
Award theretofore granted under the Plan. Prior to the occurrence of a Change in Control, the Committee may expand, reduce or othery
used in outstanding Awards under the Annual Incentive Program for any reason at any time before, during or after the calendar year to
and/or the Committee, may be made at any time, and may have a retroactive effective date.

(e) Clawback Policy. Any Award granted under this Plan is subject to any applicable recoupment or "clawback" policies of the Company

(f) Expiration of Plan. Unless earlier terminated by the Board pursuant to the provisions of the Plan, the Plan shall expire on the tenth an
under the Plan after such expiration date. The expiration of the Plan shall not affect adversely any of the rights of any Grantee, without such Grar
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(g) Deferrals. The Committee shall have the authority to establish such procedures and programs that it deems appropriate to provide Gr
granted under the Plan, consistent with the requirements of Section 409A of the Code.

(h) No Rights to Awards; No Stockholder Rights. No Grantee shall have any claim to be granted any Award under the Plan, and there is 1
a transferee of an Award shall have no rights as a stockholder with respect to any shares covered by the Award until the date of the issuance of a.

(1) Unfunded Status of Awards. The Plan is intended to constitute an "unfunded" plan for incentive and deferred compensation. With resj
any Award shall give any such Grantee any rights that are greater than those of a general creditor of the Company.

() No Fractional Shares. No fractional shares of Stock shall be required to be issued or delivered pursuant to the Plan or any Award. Th
of such fractional shares or whether such fractional shares or any rights thereto shall be forfeited or otherwise eliminated.

(k) Regulations and Other Approvals.

(i) The obligation of the Company to sell or deliver Stock with respect to any Award granted under the Plan shall be subject to a
obtaining of all such approvals by governmental agencies as may be deemed necessary or appropriate by the Committee.

(i1) Each Award is subject to the requirement that, if at any time the Committee determines, in its absolute discretion, that the list
exchange or under any state or federal law, or the consent or approval of any governmental regulatory body is necessary or desirable as
shall be granted or payment made or Stock issued, in whole or in part, unless listing, registration, qualification, consent or approval has

(iii) In the event that the disposition of Stock acquired pursuant to the Plan is not covered by a then current registration statement
against transfer to the extent required by the Securities Act or regulations thereunder, and the Committee may require a Grantee receivi
Company in writing that the Stock acquired by such Grantee is acquired for investment only and not with a view to distribution.

(iv) The Committee may require a Grantee receiving Stock pursuant to the Plan, as a condition precedent to receipt of such Stock,
determine is necessary or desirable to further the Company's interests.

(1) Governing Law. The Plan and all determinations made and actions taken pursuant hereto shall be governed by the laws of the State of
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