GrafTech International Ltd. is a world leader in graphite material science with
more than 120 years of experience in the carbon and graphite industry.
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GRAFTECH ADVANTAGES
STRONG INDUSTRY FUNDAMENTALS
• Demand for our products is increasing,
with strong growth in steel
• GrafTech’s end markets include electric
arc furnaces, the growth sector of the
steel industry
•

Electrodes are a consumable –
one every eight to ten hours

• No commercially viable substitute
for graphite electrodes
LEADING MARKET POSITION
• Major player in graphite electrode market
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• Five graphite electrode manufacturing
facilities strategically located on four
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continents, with customers in 80 countries
• Largest global technical service
team in the industry
SUSTAINABLE COMPETITIVE
ADVANTAGES
• Unique, advantaged global manufacturing
network cannot easily be replicated

In 2006, GrafTech reached
ed an important turning point from
many vantage points. Signiﬁ
ig ﬁcant debt reduction, turning cash
ﬂow positive for the ﬁrrst time in several years, and advanceﬂ
ment of the quality and
an performance of our products represent
some of the year’s
r’s most notable highlights. GrafTech’s 2006
results reﬂect
ﬂ
ou
our commitment to build sustainable competitive

• Economies of scale offer cost advantages

advantages,
es, leverage our low-cost global manufacturing

• 120 years of R&D experience and

network
rk to best serve our customers, commercialize new

process know-how
• Nearly 800 patents and patentpending applications
COMMERCIALIZING
ADVANTAGED TECHNOLOGIES
• Pioneered advanced electronic thermal
management solutions
• Expertise in fuel cell development
and commercialization recognized
with a U.S. Department of Energy grant
• Four consecutive R&D 100 awards for
products with demonstrable technological
signiﬁcance and innovation
STRENGTHENING CASH FLOW
• Net debt reduced by $180 million,
to $509 million(3) in 2006
• Free cash ﬂow before antitrust and restructuring was $69 million(4), a year-over-year
improvement of nearly $100 million
• Cash conversion cycle improvement
• Deleveraging remains a priority
• No scheduled debt payments
required before 2010

technologies
echn
and maximize cash ﬂow.
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Income Statement Data

Financial Ratios

OVERVIEW OF
F 2006 RESULTS
GrafTech’s revenues
n
increased 11 percent to $855 million in 2006. Gross proﬁ
ﬁt
increased 14 percent
r
to $249 million. Earnings before interest and taxes (EBIT) before

ﬁt
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special items rose
o 10 percent to $134 million. Our team was effective in achieving
targeted productivity
u
improvements, and we successfully limited graphite electrode
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production cost
s increases to less than 7 percent for the second consecutive year.
This was accomplished
m
despite signiﬁ
ﬁcant petroleum based raw material cost
increases. In addition,
d
our investments in quality have begun to pay off, as the
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performance and
nd consistency of our products have never been better.
GrafTech made signiﬁ
ig ﬁcant progress in 2006 against its stated goal of debt reduction.
We completed the
he year with net debt of $509 million(3), representing a $180 million
improvement over year-end
y
2005. Approximately one-third of this effort was a result
of operating cash ﬂo
ow; the remaining two-thirds was obtained through proceeds
from the sale of our non-strategic
o
cathode business. This progress positions us well
to capitalize on future str
strategic opportunities and grow our company.
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IMPROVING PRODUCTIVITY
At the start of 2006, we announced a number of productivity initiatives designed
to improve GrafTech’s competitive position as a low-cost, high-quality producer
and to allow us to better serve our customers. We have successfully executed on
these plans and have consolidated production operations, as well as overhead and
ofﬁce
ﬁ locations. The move of our corporate headquarters to Parma, Ohio, was part
of this effort, and has allowed for a number of synergies with corporate, business
management, sales, and research together in one location.
The actions taken to improve efﬁciencies
ﬁ
across our global manufacturing network have resulted in increased productivity performance per employee, and
have yielded signiﬁcant
ﬁ
economies of scale in the resulting larger and dedicated
graphite electrode plants. As a result of these consolidations, the average size of
our graphite electrode plants has grown to nearly 45,000 metric tons of capacity
per year. GrafTech is well positioned to best serve its global steel customers in their
local markets with proven, high-quality products and superior technical service.
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“This marks the fourth consecutive
year the company was awarded
an R&D 100 Award...”
INDUSTRY-LEADING
DU
INNOVATION
GrafTech was the recipient of a number of prestigious awards and grants in 2006.

R&D 100
Awards

This marks the fourth consecutive year the company was awarded an R&D 100
Award, this year for GRAFOAM® carbon foam, a lightweight, strong material with
composite tooling, sandwich panel, and high-temperature applications for aerospace

• 2003

and military defense manufacturers.

eGRAF

®

ﬁrst federal grant in recognition of our considerable
In addition, we received our ﬁ

Heat Sink

expertise in fuel cell development: $1.6 million from the U.S. Department of

• 2004

Energy to work on product development and commercialization in this future market.

eGRAF

®

We also received $3.9 million in research grants from the State of Ohio to support

SPREADERSHIELD™

our continuing development of electronic thermal management solutions, an
area in which we have successfully commercialized a number of products.

• 2005

These grants and awards position GrafTech to build on its century-old

Apollo™ Electrode

tradition of commercializing advantaged graphite
and carbon technologies.

• 2006
GRAFOAM

®

Carbon Foam

ef Clev
ster o ss
Sang
e
n
c
o
c
u
d
he s
Bran
l on t
m.
ends
choo
s tea
omm
igh S
botic
ular c
o
H
r
h
l
S
a
T
S
ic
n
IR
h
F
c
Craig
Te
red
East
onso
land’s affTech-sp
Gr
e
h
t
of

100
R&D
utive
c
e
s
n
th co
s four
m.
m win ® arbon foa
c
M
A
O
RAF
for G
award

(1)

(in m

(1)

EBITlions)
(in mil

$59

$134

nue
Revelions)
(in mil

e
ncom
NetilliIons)

$855
$742

$122

$50

$773

$44
$103

$619
$506

$00
$60
$12
$29

‘02 ‘03 ‘04 ‘05 ‘06

‘02 ‘03 ‘04 ‘05 ‘06

$(14)

‘02 ‘03 ‘04 ‘05 ‘06

GrafTech Annual Report

5

OUTLOOK
UTLO
Our company enters 2007 well positioned for growth. In January,
we made our ﬁnal antitrust payment, and have now completed
this nine-year-old legacy item. From this point forward, the
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cash ﬂow we generate will be used to grow our company,
improve our competitiveness and better serve our customers,
with the goal of creating long-term value for our shareholders.

TIO
POSI

NED

(1) 2006 numbers exclude $17 million of special charges related to
restructuring, antitrust investigations and related lawsuits and
claims, impairment loss on long-lived assets and other (income)
expense, net, net of tax. 2005 numbers exclude a $149 million
special non-cash tax charge and $22 million of special charges
related to restructuring, antitrust investigations and related
lawsuits and claims, impairment loss on long-lived assets and
other (income) expense, net, net of tax. 2004 numbers exclude
a $28 million special non-cash tax charge and $1 million of
special charges related to restructuring, antitrust investigations
and related lawsuits and claims, impairment loss on long-lived
assets and other (income) expense, net, net of tax and $3
million interest beneﬁ
ﬁt, net, from accelerated amortization of
gains on interest rate swaps, net of tax. 2003 numbers exclude
$42 million of special charges related to restructuring, antitrust
investigations and related lawsuits and claims, impairment
loss on long-lived assets and other (income) expense, net, ne
net
of tax, a $1 million gain on composite tooling discontinued
ued
ed
operations; and $4 million interest beneﬁ
ﬁt, net from acce
ccelerated
cce
amortization of gains on interest rate swaps, net off tax
tax. 2002
numbers exclude $11 million of special chargess rel
related to
restructuring, antitrust investigations and relate
elate
lated lawsuits and
claims, impairment loss on long-lived assets
ssets and other (income)
expense, net, net of tax and a $6 million
millio
illion of special tax beneﬁ
ﬁt
associated with GrafTech’’s legal
egal
gal an
and tax restructuring.
a
((2
2) Diluted income
ome
me per sh
share
s
before special items and weighted
average sha
sshares outstanding (diluted) include 13.6 million
shares underlying our contingently convertible debentures
and exclude approximately $5 million (before and after tax)
in 2006, $5 million ($3 million after tax) in 2005 and 2004 in
contingently convertible debenture interest expense.

In February 2007, we retired $120 million of our most expensive
debt, our 10.25 percent senior notes, resulting in an improvement
in our leverage ratio and to our overall ﬁ
ﬁnancial position. As
part of our ongoing effort to improve our capital structure, we
completed a second call of our senior notes, for an additional
$15 million, retired in March 2007.
We believe the key industries we serve are poised for another
solid year in 2007, and we expect strong demand in our end
markets. Investment in the quality of our products is paying
off, productivity initiatives have improved the competitiveness
of our production platform and we have our best balance sheet
in years. We remain focused on delivering solid performance
in 2007 and creating long-term value for our shareholders.
The success achieved last year would not have been possible
without the continuing support and hard work of our entire
global team. We thank them and their families for their dedication
and commitment to GrafTech.
Lastly, we thank our customers, suppliers and you, our
shareholders, for your continuing support.

( 2006 numbers include $666 million of total debt less $6 million
(3)
of fair value adjustments for hedge instruments, $1 million of
unamortized bond premium, and $150 million of cash and
cash equivalents.
( 2006 numbers include $64 million cash ﬂow provided by
(4)
operating activities less $46 million of capital expenditures
and $12 million change in accounts receivable factoring,
resulting in free cash ﬂow of $30 million. Legacy payments
of $38 million are added back to arrive at free cash ﬂow
before antitrust and restructuring.
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ﬁ
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om
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s
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DIVIDEND POLICY
Y
It is the current policy
poli of our Board
B
of
Directors
irectors
ctors to retain
retai e
earningss tto ﬁnance
plans and oper
operations and
d rrepay debt
and legal obligations.. Th
There are no
plans to declare or p
pay dividends at
this time, and payment of dividends
is restricted under our principal credit
facilities and our senior note indenture.
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RISKS
KS AN
AND U
UNCERTAINTIES
TA
This annual report con
contains forwardlooking statements
nts a
as deﬁ
ﬁned in the
Private Securitie
Securities Litigation Reform
Act of 1995. The cautionary disclosure
relating to forward-looking statements,
the risk factors and the preliminary
notes contained in the Form 10-K which
accompanies this annual report also
apply to and are incorporated in this
annual report.

ANNUAL MEETING
The Annual Meeting of Stockholders
will be held on May 23, 2007, at 10:00
a.m. at the Corporate Headquarters in
Parma, Ohio.

Harold E. Layman
Organization, Compensation &
Pension Committee
Ferrell P. McClean
Audit & Finance Committee
Michael C. Nahl
Audit & Finance Committee (Chairman)

COMMON
OM
STOCK PRICE
Date

Closing Price

Market Cap
(in millions)

Frank A. Riddick, III
Audit & Finance Committee

December 30, 2005

$ 6.22

$ 608.6

December 29, 2006

$ 6.92

$ 681.3

March 30, 2007

$ 9.08

$ 896.8

GrafTech International Ltd.
12900 Snow Road
Parma, OH 44130
www.graftech.com

