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Air Products and Chemicals, Inc.
7201 Hamilton Boulavard
Allentown, PA 15195-1501

December 10, 2009

Dear Shareholder:

On behalf of your Board of Directors, | am pleased to invite you to attend the 2010 Annual Meeting of Shareholders of Air Products and Chemicals,
Inc. to be held at 2:00 p.m., Thursday, January 28, 2010, at the Company’s Corporate Headquarters in Allentown, Pennsylvania.

This year we are again hosting the Annual Meeting at our Headquarters as part of our continuing effort to minimize costs. Admission procedures
are explained in the Proxy Statement. We have made arrangements to keep parking and navigating on our corporate campus easy for you, and |
hope you will be able to join us. If you cannot attend the meeting, please know that, along with the over 18,000 employees of Air Products, the
Board of Directors welcomes your questions and encourages you to contact our Investor Relations office or visit our website to learn more about
your Company.

On December 10, 2009, we sent to our shareholders either a notice containing instructions on how to access our 2009 Proxy Statement and
Annual Report on Form 10-K on the Internet or paper copies of the Proxy Statement and Annual Report. These materials contain instructions on
how to vote your shares. Even if you do not plan to attend the meeting, we hope you will vote.

We look forward to seeing you at the meeting. Directions appear on the last page of these materials.

Cordially,

?A(?m/ém

John E. McGlade
Chairman of the Board
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TIME
PLACE

ITEMS OF BUSINESS

RECORD DATE

WAYS TO SUBMIT YOUR VOTE

IMPORTANT

Notice of Annual Meeting of Shareholders
Air Products and Chemicals, Inc.

2:00 p.m., Thursday, January 28, 2010

The Auditorium of the Company’s Corporate Headquarters at 7201 Hamilton Boulevard in
Allentown, Pennsylvania. Free parking will be available. Admission procedures are
explained on page 5. Directions appear on the last page of this Proxy Statement.

1.

To elect the four nominees proposed by the Board of Directors as directors for a
three-year term.

To ratify the appointment of KPMG LLP as the Company'’s independent registered
public accountants for the fiscal year ending September 30, 2010.

To approve the Long-Term Incentive Plan, including to increase the number of
shares authorized for use under the Plan.

To attend to such other business as may properly come before the meeting or any
postponement or adjournment of the meeting.

Shareholders of record at the close of business on November 30, 2009 are entitled to
receive this notice and to vote at the meeting.

Instructions on how to vote your shares online are contained in the Notice of Availability of
Proxy Materials or on your proxy card. If you received paper copies of your proxy materials
by mail, you may also fill in, sign, date, and mail a proxy card or vote using a toll-free
telephone number. We encourage you to vote online or by telephone if these options are
available to you.

Whether you plan to attend the meeting or not, please submit your proxy as soon as
possible in order to avoid additional soliciting expense to the Company. The proxy is
revocable and will not affect your right to vote in person if you attend the meeting.

By order of the Board of Directors,

Mary T. Afflerbach

Corporate Secretary and Chief Governance Officer
December 10, 2009

Important Notice Regarding Internet Availability of Proxy Materials for the
Air Products and Chemicals, Inc. January 28, 2010 Shareholders’ Meeting
The Proxy Statement and Annual Report on Form 10-K for the fiscal year ended September 30, 2009 are available at
www.materials.proxyvote.com/009158.




Table of Contents

PROXY STATEMENT
Table of Contents

INTRODUCTION
QUESTIONS AND ANSWERS ON THE ANNUAL MEETING
DESCRIPTION OF PROPOSALS YOU MAY VOTE ON
1. Election of Directors
2. Ratification of Appointment of Independent Auditors
3. Approval of the Long-Term Incentive Plan
THE BOARD OF DIRECTORS
Directors Standing_for Election this Year
Directors Continuing_in Office Until the Annual Meeting_in 2011
Directors Continuing_in Office Until the Annual Meeting_in 2012
CORPORATE GOVERNANCE
Director Independence
Executive Session
Board of Directors Meetings and Attendance
Shareholder Communications
Code of Conduct
Transactions with Related Persons
COMMITTEES OF THE BOARD
Audit Committee
Audit Committee Report
Independent Registered Public Accountant
Corporate Governance and Nominating Committee
Executive Committee
Environmental, Safety and Public Policy Committee
Finance Committee
Management Development and Compensation Committee
COMPENSATION OF EXECUTIVE OFFICERS
Compensation Discussion and Analysis
Executive Summary
Design of the Program
Components of Compensation
Employee Benefit Plans
Additional Policies
Executive Compensation Tables
Summary Compensation Table
Grants of Plan-Based Awards
Outstanding Equity Awards at Fiscal Year-End
Option Exercises and Stock Vested




Table of Contents

Table of Contents

Pension Benefits
Nonqualified Deferred Compensation
Potential Payments Upon Termination or Change in Control
Change in Control Arrangements
COMPENSATION OF DIRECTORS
INFORMATION ABOUT STOCK OWNERSHIP
Persons Owning_More than 5% of Air Products Stock

Air Products Stock Beneficially Owned by Officers and Directors

EXHIBIT 1 — LONG-TERM INCENTIVE PLAN
APPENDIX — MARKET REFERENCE GROUP
APPENDIX — PEER REFERENCE GROUP
DRIVING DIRECTIONS




Table of Contents

AIR 1.
PRODUCTS 2=

AIR PRODUCTS AND CHEMICALS, INC.
PROXY STATEMENT

We have sent you this Notice of Annual Meeting and Proxy Statement because the Board of Directors of Air Products and Chemicals, Inc. (the
“Company” or “Air Products”) is soliciting your proxy to vote at the Company’s Annual Meeting of Shareholders on January 28, 2010 (the “Annual
Meeting”). This Proxy Statement contains information about the items being voted on at the Annual Meeting and information about the Company.

QUESTIONS AND ANSWERS ON THE ANNUAL MEETING

How many shares can vote at the 2010 Annual Meeting?

As of the Record Date, which was November 30, 2009, 212,038,935 shares of Company common stock were issued and outstanding, which are
the only shares entitled to vote at the Annual Meeting. Every owner of Company stock is entitled to one vote for each share owned.

Who counts the votes?
Representatives of Broadridge Financial Solutions, Inc. will tabulate the votes and act as the independent inspectors of election.

What is a proxy?

A proxy is your legal appointment of another person to vote the stock that you own in accordance with your instructions. The person you appoint to
vote your shares is also called a proxy. You can find an electronic proxy card at www.proxyvote.com that you can use to vote your shares online. If
you received these proxy materials by mail, you can also vote by mail or telephone using the proxy card enclosed with these materials.

On the proxy card, you will find the names of the persons designated by the Company to act as proxies to vote your shares at the Annual Meeting.
When you submit a proxy, the people named on the proxy card as proxies are required to vote your shares at the Annual Meeting in the manner
you have instructed.

What shares are included on my proxy card?

If you are a registered shareholder, your proxy card(s) will show all of the shares of Company stock registered in your name with our Transfer
Agent on the Record Date, including shares in the Investors Choice Dividend Reinvestment and Direct Stock Purchase and Sale Plan administered
for Air Products’ shareholders by our Transfer Agent. If you also have shares registered in the name of a bank, broker, or other registered owner or
nominee, they will not appear on your proxy card.



Table of Contents

How do | vote the shares on my proxy card?

If you received a Notice of Availability of Proxy Materials and accessed these proxy materials online, follow the instructions on the Notice to obtain
your records and vote electronically.

If you received these proxy materials by mail, you may vote by signing and dating the proxy card(s) and returning the card(s) in the prepaid
envelope. Also, you can vote online or by using a toll-free telephone number. Instructions about these ways to vote appear on the proxy card. If
you vote by telephone, please have your paper proxy card and control number available. The sequence of numbers appearing on your card is your
control number, and your control number is necessary to verify your vote.

If you received these proxy materials via e-mail, the e-mail message transmitting the link to these materials contains instructions on how to vote
your shares of Company stock and your control number.

Whether your proxy is submitted by mail, telephone, or online, your shares will be voted in the manner you instruct. If you do not specify in your
proxy how you want your shares voted, they will be voted according to the Board of Directors’ recommendations for the three proposals.

How do | vote shares held by a broker or bank?

If a broker, bank, or other nominee holds shares of Company stock for your benefit, and the shares are not in your name on the Transfer Agent’s
records, then you are considered a “beneficial owner” of those shares. If your shares are held this way, sometimes referred to as being held in
“street name”, your broker, bank, or other nominee will send you instructions on how to vote. If you have not heard from the broker, bank, or other
nominee who holds your Company stock, please contact them as soon as possible. If you do not give your broker instructions as to how to vote,
under New York Stock Exchange (“NYSE”) rules, your broker may vote your shares for you on proposal 2 to ratify the appointment of auditors,
which is sometimes called a broker nonvote. Your broker may not vote for you without your instructions on the other items of business. If you plan
to attend the meeting and would like to vote your shares held by a bank or broker in person, you must obtain a legal proxy, as described in the
admission procedures section on page 5.

May | change my vote?

Yes. You may revoke your proxy at any time before the Annual Meeting by submitting a later dated proxy card, by a later telephone or on-line vote,
by notifying us that you have revoked your proxy, or by attending the Annual Meeting and giving notice of revocation in person.

How is Company stock in the Company’s Retirement Savings Plan voted?

If you are an employee who owns shares of Company stock under the Retirement Savings Plan and you have regular access to a computer for
performing your job, you were sent an e-mail with instructions on how to view the proxy materials and provide your voting instructions. Other
participants in the Retirement Savings Plan will receive proxy materials and a proxy card in the mail. The Trustee, Fidelity Management Trust
Company, will vote shares of Company stock represented by units allocated to your Plan account on the Record Date in accordance with the
directions you give on how to vote. The Trustee will cast your vote in a manner which will protect your voting privacy. If you do not give voting
instructions or your instructions are unclear, the Trustee will vote the shares in the same proportions and manner as overall Plan participants
instruct the Trustee to vote shares allocated to their Plan accounts.
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What vote is necessary to pass the items of business at the Annual Meeting?

If a quorum is present at the Annual Meeting, the four director candidates will be elected if they receive a plurality of the vote. This means the
nominees will be elected unless other candidates properly nominated for election receive a greater number of votes. If you vote, your shares will be
voted for election of all four of the director nominees unless you give instructions to “withhold” your vote for one or more director candidates.
Withhold votes will not influence election results. Abstentions are not recognized as to election of directors.

The appointment of KPMG LLP as independent auditors will be ratified if a majority of the shares present or represented by proxy at the meeting
and entitled to vote are voted in favor. Abstentions will have the effect of a vote against ratification.

The Long-Term Incentive Plan will be approved if a majority of the shares present or represented at the meeting and entitled to vote are voted in
favor. Abstentions will have the effect of a vote against the Plan.

What is a “quorum”?

A quorum is necessary to hold a valid meeting of shareholders. A quorum exists if a majority of the outstanding shares of Company stock are
present in person at the Annual Meeting or represented there by proxy. If you vote — including by Internet, telephone, or proxy card — your shares
voted will be counted towards the quorum for the Annual Meeting. Withhold votes for election of directors, proxies marked as abstentions, and
broker nonvotes are also treated as present for purposes of determining a quorum.

How will voting on any other business be conducted?

We do not know of any business or proposals to be considered at the Annual Meeting other than the items described in this Proxy Statement. If
any other business is proposed and the chairman of the Annual Meeting permits it to be presented at the Annual Meeting, the signed proxies
received from you and other shareholders give the persons voting the proxies the authority to vote on the matter according to their judgment.

When are shareholder proposals for the 2011 Annual Meeting due?

To be considered for inclusion in next year’s proxy statement, proposals and nominations of persons to serve as directors must be delivered in
writing to the Secretary of the Company, Air Products and Chemicals, Inc., 7201 Hamilton Boulevard, Allentown, PA 18195-1501 no later than
August 12, 2010. To be presented at the meeting, proposals and nominations must be delivered in writing by October 30, 2010 and must comply
with the requirements of our bylaws (described in the next paragraph) to be presented at the 2011 Annual Meeting.

Our bylaws require adequate written notice of a proposal to be presented by delivering it in writing to the Secretary of the Company in person or by
mail at the address stated above, on or after September 30, 2010, but no later than October 30, 2010. To be considered adequate, the notice must
contain other information specified in the bylaws about the matter to be presented at the meeting and the shareholder proposing the matter. A copy
of our bylaws can be found in the “Corporate Governance” section of the “Investors” page of our website at www.airproducts.com. A proposal
received after October 30, 2010, will be considered untimely and will not be entitled to be presented at the meeting.

3
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What are the costs of this proxy solicitation?

We hired Morrow & Co., LLC to help distribute materials and solicit votes for the Annual Meeting. We will pay them a fee of $8,000, plus out-of-
pocket costs and expenses. We also reimburse banks, brokers, and other custodians, nominees, and fiduciaries for their reasonable out-of-pocket
expenses for forwarding proxy materials to you because they hold title to Company stock for you. In addition to using the mail, our directors,
officers, employees, and agents may solicit proxies by personal interview, telephone, telegram, or otherwise, although they will not be paid any
additional compensation. The Company will bear all expenses of solicitation.

May | inspect the shareholder list?

For a period of 10 days prior to the Annual Meeting, a list of shareholders registered on the books of our Transfer Agent as of the Record Date will
be available for examination by registered shareholders during normal business hours at the Company’s principal offices, provided the examination
is for a purpose germane to the meeting.

How can | get materials for the Annual Meeting?

Under rules recently adopted by the U.S. Securities and Exchange Commission (the “SEC”), we are furnishing proxy materials to most of our
shareholders via the Internet, instead of mailing printed copies of those materials to each shareholder. On December 10, 2009, we mailed to our
shareholders (other than those who previously requested electronic or paper delivery) a Notice of Availability of Proxy Materials containing
instructions on how to access our proxy materials, including our Proxy Statement and our Annual Report on Form 10-K for the fiscal year ended
September 30, 2009. The Notice of Availability of Proxy Materials also instructs you on how to access your proxy card to vote through the Internet.

This process is designed to expedite shareholders’ receipt of proxy materials, lower the cost of the Annual Meeting, and help conserve natural
resources. However, if you would prefer to receive printed proxy materials, please follow the instructions included in the Notice of Availability of
Proxy Materials. If you have previously elected to receive our proxy materials electronically, you will continue to receive these materials via e-mail
unless you elect otherwise.

Current Employees. If you are an employee of the Company or an affiliate who is a participant in the Retirement Savings Plan or who has
outstanding stock options, with an internal Company e-mail address as of the Record Date, you should have received e-mail notice of electronic
access to the Notice of Annual Meeting, the Proxy Statement, and the Annual Report on Form 10-K for the fiscal year ended September 30, 2009,
on or about December 10, 2009. You may request a paper copy of these materials by contacting the Corporate Secretary’s Office. If you do not
have an internal Company e-mail address, paper copies of these materials were mailed to your home. Instructions on how to vote shares in your
Plan account are contained in the e-mail notice or accompany the paper proxy materials mailed to you.

If you have employee stock options awarded to you by the Company or an affiliate but do not otherwise own any Company stock on the Record
Date, you are not eligible to vote and will not receive a proxy card for voting. You are being furnished this Proxy Statement and the Annual Report
on Form 10-K for the fiscal year ended September 30, 2009 for your information and as required by law.

4
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What are the admission procedures for the Annual Meeting?

To gain admission to the Annual Meeting, you must present your admission ticket at the Visitor’s Entrance to the Air Products Corporate
Headquarters.

Registered shareholders. If you received a “Notice of Availability of Proxy Materials”, the Notice is your admission ticket. If you received these
proxy materials by mail or e-mail, your admission ticket is on the top half of the reverse side of your proxy card, which must be printed if you
received it by e-mail.

Shares held through broker, bank, or nominee. When you vote your shares, either electronically or via your voting instruction form, you will be
given the opportunity to check a box indicating that you intend to attend the Annual Meeting. If you check the box, you will be sent a “legal proxy”
which will serve as your admission ticket. Alternatively, you will be admitted if you present a Notice of Availability of Proxy Materials or Voting
Instruction Form relating to the Air Products Annual Meeting; however, you must present a legal proxy if you wish to vote your shares in person.

How can | reach the Company to request materials or information referred to in these Questions and Answers?

You may reach us by mail addressed to:

Corporate Secretary’s Office

Air Products and Chemicals, Inc.
7201 Hamilton Boulevard
Allentown, PA 18195-1501,

by calling 610-481-8657, or by leaving a message on our website at:
www.airproducts.com/tmm/tellmemore.asp
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PROPOSALS YOU MAY VOTE ON
1. ELECTION OF DIRECTORS

The Board of Directors currently has 11 directors and will continue to have 11 directors after the Annual Meeting. Our Board is divided into three
classes for purposes of election, with three-year terms of office ending in successive years.

The Board has nominated four incumbent directors, whose terms are currently scheduled to expire at the Annual Meeting, for election to the Board
for terms expiring in January 2013: Mr. William L. Davis, Ill, Mr. W. Douglas Ford, Mr. Evert Henkes, and Ms. Margaret G. McGlynn. Biographical
information on these nominees as well as other directors appears beginning on page 16. Each nominee elected as a director is expected to
continue in office until his or her term expires, or until his or her earlier death, resignation, or retirement.

The Board of Directors has no reason to believe that any of the nominees will not serve if elected. If a nominee is unavailable for election at the
time of the Annual Meeting, the Company representatives named on the proxy card will vote for another nominee proposed by our Board or, as an
alternative, the Board may reduce the number of positions on the Board.

The Board of Directors and management recommend a vote “FOR?” the election of Mr. Davis, Mr. Ford, Mr. Henkes, and Ms. McGlynn.

2. RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

At its meeting held in November 2009, the Audit Committee of the Board of Directors approved KPMG LLP of Philadelphia, Pennsylvania
(“KPMG") as independent registered public accountants for the fiscal year ending September 30, 2010 (“fiscal year 2010"). The Board concurs with
and requests shareholders to ratify this appointment even though ratification is not legally required. If shareholders do not ratify this appointment,
the Audit Committee will reconsider it. Representatives of KPMG will be available at the Annual Meeting to respond to questions. Information on
KPMG's fees for fiscal years 2008 and 2009 appears on page 24.

The Board of Directors and management recommend a vote “FOR?” the ratification of the appointment of KPMG LLP as independent
registered public accountants for fiscal year 2010.

3. APPROVAL OF THE LONG-TERM INCENTIVE PLAN

The Board of Directors is requesting that our shareholders approve the Company’s Long-Term Incentive Plan and amendment of the Plan to
authorize an additional 4,000,000 shares of Company stock to be used for equity compensation awards under the Plan. The Board believes that it
is very important that our eligible employees and directors receive part of their compensation in the form of equity awards to foster their investment
in the Company and reinforce the link between their financial interests and those of our other shareholders.

The Long-Term Incentive Plan, last approved by shareholders at the 2006 Annual Meeting, has been a key component of our incentive
compensation program since 1980, used to grant equity compensation to Company directors, executives, and key employees. Subject to
shareholder
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approval, the Board has adopted an amendment to the Plan to increase the number of shares of Common Stock available to be used for awards
under the Plan by 4,000,000. Under NYSE rules, the amendment will not be effective without shareholder approval. If the amendments to the
Long-Term Incentive Plan are not approved, the current Plan will remain in effect, and the total number of shares reserved for issuance under the
Plan will not be increased.

Why the Board of Directors Believes You Should Vote for This Proposal
¢ Approval will allow the Company to continue to provide equity compensation, a critical tool for creating shareholder value.

The use of Company stock as part of the Company’s compensation program is important to the continued success of the Company.
Equity compensation fosters an employee ownership culture and motivates employees to create shareholder value, because the value
employees realize from equity compensation is based on the Company’s stock performance. Equity compensation also promotes a
focus on long-term value creation, because equity compensation awards are subject to vesting and/or performance conditions and
generally provide the greatest value to employees when held for longer terms.

« Equity compensation awards are also a critical recruitment and retention tool.

The Company’s performance is dependent on recruiting and retaining talented employees. A competitive compensation program is
essential for attracting and retaining such employees, and equity compensation awards are an important and expected component of
such a program. The Company would be at a severe competitive disadvantage if it could not use Company stock-based awards to
compensate its employees. To recruit highly-marketable employees, companies typically offer to replace unvested equity compensation
that will be forfeited when the employee leaves the prior employer. If our shareholders do not approve the Plan, in the future our
employees may not have as significant an amount of the Company’s stock at risk of forfeiture, and could therefore be recruited at a
relatively reduced cost. At the same time, our recruiting efforts could be compromised.

e If the Plan is not approved, the Company will be compelled to increase significantly the cash component of employee
compensation.

To remain competitive without providing equity compensation, the Company would need to replace components of compensation
previously delivered in equity awards with cash, or with other instruments that may not necessarily align employee interests with those of
shareholders as well as Company stock-based awards would have. Additionally, replacing equity awards with cash will increase cash
compensation expense and drain cash flow that would be better utilized if reinvested in our businesses.

¢ The Company has demonstrated commitment to sound equity compensation practices.

We recognize that equity compensation awards dilute shareholder equity and must be used judiciously. Our equity compensation
practices are designed to be in line with industry norms, and we believe our historical share usage has been responsible and mindful of
shareholder interests. As described below, our average burn rate (total shares used for equity compensation awards each year divided
by weighted average outstanding shares for the year) for the last three years has been less than 1.0%. The Company’s dilution level or
“overhang” (shares subject to equity compensation awards outstanding at

7
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fiscal year-end or available to be used for equity compensation, divided by fully diluted shares outstanding) at the end of fiscal year 2009
was 9.84%; for fiscal years 2008 and 2007 it was 10.67 and 11.50, respectively. Our overhang tends to be somewhat higher than peers
because our management team voluntarily holds a substantial amount of vested equity compensation, an investment by management in
the Company which we view as positive for our shareholders. As of September 30, 2009, approximately 80% of the shares reflected in
the overhang were subject to fully vested, “in the money” stock options (i.e., options that have an exercise price less than the market
price of the underlying shares).

The Plan has several provisions designed to protect shareholder interests and promote effective corporate governance,
including:

¢ The Plan prohibits granting stock options and stock appreciation rights with an exercise price or base price less than the fair
market value of a share of stock on the date of grant;

« The Plan prohibits repricing of any stock option or stock appreciation right without shareholder approval;

« No more than 20% of the Company stock subject to Plan awards can be used for full value awards such as deferred stock units
or restricted stock. (This limitation applies to aggregate awards after fiscal year 2001. Through fiscal year 2009, full value
awards had represented less than 12% of awards since 2001);

¢ Shares subject to awards under the Plan that are withheld from award payments to satisfy withholding taxes or correspond to
shares tendered to pay the exercise price of stock options cannot be reused for new awards. In addition, if stock appreciation
rights are paid in stock, each right paid is counted as a whole share used,;

« Material amendments of the Plan require shareholder approval;
« Employee Awards under the Plan are administered by an independent committee of the Board; and

« The Plan’s definition of “change in control” prevents accelerated vesting of awards under circumstances where a change in
control is pending but has not occurred (except where the shareholders have authorized a sale of all the Company’s assets or a
complete liquidation of the Company).

Material Features of the Plan

The following is a brief summary of the material features of the Long-Term Incentive Plan (the “Plan”) as proposed to be amended. This summary
is qualified in its entirety by reference to the full text of the amended and restated Plan, which is attached as an Exhibit hereto.

Plan Purposes

The purposes of the Plan are:

to provide competitive incentives to executives and other key employees who are in a position to contribute to the long-term growth and
success of the Company, have high potential for assuming greater levels of responsibility, or have demonstrated their critical importance
to the operation of their organizational unit;

to assist the Company and its subsidiaries in attracting and retaining experienced and capable directors, executives and other key
employees;
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* and to align the interests of such employees and directors more closely with those of our shareholders.

Shares Used Under the Plan

The Plan limits the number of shares of Company stock which may be delivered for Plan awards granted on or after January 28, 2010 to
4,000,000 shares of Company stock, plus the number of shares previously authorized under the Plan which are not yet subject to an outstanding
award or are not paid out under outstanding awards. As of September 30, 2009, 3,629,186 previously authorized shares were still available. The
Company plans to make grants of awards using approximately 1,515,000 of these remaining shares for its annual fiscal year 2010 grant during
December 2009 which it estimates will include approximately 1,135,000 stock options, 345,000 deferred stock units, and 35,000 restricted shares.
No more than 20% of the aggregate shares of Company stock subject to awards granted after fiscal year 2001 may be used for full value awards.

Shares subject to Plan awards which are not delivered because the award expires, is forfeited or terminates unexercised, or because payment
under the award is made in cash, may be used again for a subsequently granted award. However, if stock appreciation rights are paid in stock,
each right paid will be treated as a whole share no longer available for use. Shares tendered by participants for payment of the exercise price of a
stock option and shares withheld to satisfy taxes are not treated as available for use under the Plan. On November 30, 2009, the closing price of a
share of Company stock as reported in the NYSE composite transactions was $82.93.

Total awards made under the Plan for the past three fiscal years were as follows*:

Deferred Stock|

Stock Options Restricted Stock Units Total
2009 2,029,035 40,092 375,522 2,444,649
2008 1,206,884 25,893 301,620 1,534,397
2007 1,525,300 50,500 339,324 1,915,124

Amounts do not include forfeitures. Performance-based awards are included in the year earned, rather than the year of grant.

Overhang and Burn Rate

As of September 30, 2009, 211,260,264 shares of Company stock were outstanding; 19,418,381 shares were subject to outstanding equity awards
under all equity compensation plans; and 3,629,186 shares were available for future awards under the Plan. Thus our fully diluted overhang was
9.84%. If the 4,000,000 shares for which shareholder approval is requested were available for grant as of September 30, 2009, our fully diluted
overhang would have increased to 11.35%. As illustrated in the table below, as of September 30, 2009, 7,208,358 of the 17,746,649 outstanding
stock options had been outstanding more than six years, and all of these were in the money, with a weighted average exercise price of $39.68 and
a weighted average remaining term of 2.21 years. Stock options outstanding less than six years totaled 10,538,291, with a weighted average
exercise price of $61.77 and a weighted average remaining term of 6.30 years. Of these outstanding stock options, 1,787,053 or 10.07% were held
by the Named Executive Officers. For fiscal years 2007, 2008, and 2009, our burn rate was .89%, .72%, and 1.16%, respectively.

9
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Options Outstanding As of September 30, 2009

Weighted Weighted
Average Average
Options Exercise Price Remaining Term
Vested Options In the Money and
Outstanding in Excess of Six Years 7,208,358 $ 39.68 2.21
Other Options Outstanding in Excess of Six Years 0 — —
Options Outstanding Six Years
or Less 10,538,291 $ 61.77 6.30

Eligibility and Administration

Executives and other key employees (together, “employee participants”) and directors of the Company who are not employees of the Company or
its subsidiaries (“director participants”) are eligible to participate in the Plan. Selection of employee participants is made by the Management
Development and Compensation Committee of the Board (the “Compensation Committee”) or its delegate. For fiscal year 2009, approximately
1,730 employees were selected for awards under the Plan. As of November 1, 2009, the Company had approximately 18,900 employees, all of
whom are eligible for selection to participate in the Plan, including nine Executive Officers. There were 10 nonemployee directors.

The Compensation Committee administers the Plan with regard to employee participants. The Board administers the Plan with regard to director
participants. In the following description of the Plan, references to the “Board or Compensation Committee” should be understood to mean the
Board with respect to director participants and the Compensation Committee with respect to employee patrticipants, unless the context otherwise
requires. The Board or Compensation Committee, as applicable, interprets the Plan, selects the employees or directors to be granted awards
under the Plan and, within the limits set by the Plan, determines the type, size, terms, and conditions of the awards to be granted and the timing of
grant of such awards. The Compensation Committee has delegated to management some of its authority to administer the Plan with regard to
employees who are not Executive Officers of the Company, including the authority to select recipients and determine the amount of awards within
limits and subject to terms established by the Committee.

The types of awards that the Board or the Compensation Committee has the authority to grant to eligible participants under the Plan consist of
stock options, deferred stock units, restricted stock, and other stock awards. In addition, the Compensation Committee or its delegate may grant
stock appreciation rights to employee participants. Each of these types of awards is described below. Recently, only stock options, restricted stock,
and deferred stock units have been granted to employees and only deferred stock units have been granted to directors.

Stock Options

Stock options granted under the Plan provide the recipient the right to purchase stock at a specified price, the “exercise price”, when they are
“exercised”; i.e., when the recipient notifies the Company he or she wants to purchase the stock. Options may be granted in the form of
nonstatutory stock options and incentive stock options. Incentive stock options are eligible for preferential federal income tax treatment to the
participant, but have not been used in recent years.

The Plan provides that the exercise price will not be less than the fair market value of a share of Company stock on the date the stock option is
granted. The fair market value of a share of
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Company stock is the closing market value on the NYSE. The Board or the Committee may establish a higher exercise price. The exercise price of
shares purchased on exercise of a stock option is payable in full at the time of exercise. The exercise price may be paid in cash or, in the case of
employee participants, in shares of Company stock having a fair market value on the date of exercise equal to the exercise price, or in a
combination of cash and such shares. Subject to certain administrative restrictions, payment of the purchase price may also be made by selling all
or part of the underlying shares and delivering a portion of the proceeds in settlement of the exercise price.

Unless otherwise determined by the Compensation Committee, employee stock options become exercisable in increments of one-third of the
shares subject to the option on each of the first three anniversaries of the date of grant, expire on the tenth anniversary of the date of grant, and
terminate if a participant’s employment ends for any reason other than retirement, disability, or death. Upon an employee’s retirement, disability, or
death, stock options that are exercisable remain so, and options that are not exercisable but that have been outstanding for at least one year
continue to become exercisable. Unless otherwise determined by the Board, director stock options become exercisable six months after grant and
expire ten years following the grant date or, if earlier, two years after a director’s service ends other than for retirement, disability, or death.

Stock Appreciation Rights

The Compensation Committee may grant stock appreciation rights to employee participants on a stand-alone basis or in tandem with a stock
option or other Plan award. There are currently no stock appreciation rights outstanding under the Plan.

Each stock appreciation right entitles the recipient to receive, upon exercise of the right, an amount equal to the difference or “spread” between:
(a) the fair market value of a share of Company stock on the date of exercise; and (b) the fair market value of a share of Company stock on the
date the stock appreciation right was granted (“base price”). The Committee may determine to pay this amount in cash and/or in shares of
Company stock based on their fair market value at the date of exercise. Unless otherwise determined by the Committee, stock appreciation rights
will be exercisable to the same extent, at the same times, and on the same conditions as described above for stock options. The term of stock
appreciation rights cannot exceed ten years. If stock appreciation rights are granted in tandem with a stock option, the exercise of stock
appreciation rights cancels the related stock option on a share-for-share basis and vice versa.

Deferred Stock Units and Restricted Stock

Deferred stock units confer the right, subject to any restrictions and/or performance conditions imposed by the Board or Compensation Committee,
to receive one share of Company stock for each deferred stock unit, or a cash payment equal to the fair market value of a share, at some future
date determined by the Board or Compensation Committee. The Board or Compensation Committee may specify that the deferred stock unit
award will accrue dividend equivalents, i.e., payments (in cash or shares of Company stock) equal to the amount of dividends paid to shareholders
with respect to a share of Company stock while the deferred stock unit was being earned. Dividend equivalents are not paid until the underlying
deferred stock unit is paid. No dividend equivalents are paid if the deferred stock unit is forfeited or applicable performance conditions are not met.

The recipient of restricted stock receives shares of Company stock subject to restrictions and/or performance conditions imposed by the Board or
Compensation Committee for a specified time period determined by the Board or Compensation Committee. The participant generally may not

11



Table of Contents

transfer or pledge the restricted stock but may have certain rights of a shareholder, including the right to vote and to receive dividends and other
distributions on the restricted stock. Upon the lapse of the restrictions, the shares may be transferred by the participant.

The minimum restriction or deferral period for employee deferred stock unit and restricted stock awards is generally three years from the date of
grant except for special circumstances such as recruiting or retention awards or the participant’s retirement, disability, or death. However, if the
award is subject to performance conditions, the minimum restriction or deferral period is one year. In recent years, the Committee has generally
granted deferred stock units and restricted stock subject to four-year vesting periods and performance conditioned deferred stock units with three-
year performance periods. Special rules have been applied to terminations due to retirement, death, and disability.

Deferred stock units granted to directors are generally deferred until following the director’s service as a director. In addition to grants of deferred
stock units that have recently been made annually to directors as a component of director compensation, directors may elect to have all or a
portion of their cash fees converted into deferred stock units, payable following termination of their service. Restricted stock has not been granted
to directors.

Other Stock Awards

The Board or Compensation Committee also is authorized to grant other types of awards that are denominated or payable in or otherwise related
to shares of Company stock. Other stock awards may be in such form as approved by the Board or Committee, including unrestricted shares of
Company stock.

Adjustments and Change in Control

If there is a change in the outstanding shares of Company stock by reason of a stock dividend or split, recapitalization, merger, consolidation,
combination, or exchange of shares, a rights offering to purchase Company stock at a price substantially below fair market value, or other similar
corporate change, the Board or Compensation Committee may make equitable adjustments to outstanding awards or shares available under the
Plan to preserve, without increasing or decreasing the value of Plan awards and authorizations.

For purposes of the Plan, a “change in control” occurs upon an acquisition of 30% or more of the outstanding shares of Company stock by a
person not controlled by the Company, a greater than 50% change in membership on the Company’s Board of Directors during any two-year
period (unless approved by two-thirds of directors still in office who were directors at the beginning of the period), consummation of a corporate
transaction such as a merger resulting in a 50% change in the combined voting power of the resulting entity, or shareholder approval of a
liquidation of the Company or a sale or disposition of all of its assets.

Outstanding stock options and stock appreciation rights will become exercisable in full upon a change in control of the Company, or, if later than
the change in control, six months after the date of grant. The Board or the Compensation Committee may also require the participant to surrender
a stock option or stock appreciation right in exchange for a cash payment of the difference between the exercise price or base price, respectively,
and the “change in control price”; i.e., the price paid or to be paid per share of Company stock in connection with the change in control or, if none,
the fair market value of a share of Company stock on the date of payment.
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If a change in control occurs, all restrictions on restricted stock lapse and deferred stock units and associated dividend equivalents become fully
vested and are paid, except deferred stock units will not be paid if the payment would result in additional taxes or penalties under Section 409A of
the Internal Revenue Code. The Committee or the Board may determine to pay deferred stock units in cash. In that event, the deferred stock units
will be valued at the change in control price. Deferred stock units subject to performance conditions vest and are paid based on the target
performance level, and the amount is prorated based on the portion of the performance period which has passed.

Plan Amendments

The Board may amend the Plan at any time and in any respect it deems to be in the best interests of the Company. However, no amendment may
be made without shareholder approval if required by law or by the rules of the NYSE or any other stock exchange on which Company stock is then
listed. The rules of the NYSE require shareholder approval of any material revision to the Plan, including an amendment that materially increases
the shares available under the Plan (other than an adjustment to reflect stock splits and similar events), expands the types of awards available
under the Plan, materially expands the classes of persons eligible to participate in the Plan, extends the term of the Plan, or changes the method of
determining the exercise price of stock options. In addition, no amendment may adversely affect an outstanding award without the consent of the
holder of the award. Finally, repricing or reducing the exercise price of an undervalued stock option or the base price of a stock appreciation right
or any action with the same effect, is not permitted without shareholder approval.

Federal Income Tax Consequences

Under current interpretations of existing federal tax law, the Company expects to be entitled to federal income tax deductions with respect to
nonstatutory stock options, stock appreciation rights, deferred stock units, and restricted stock, at or following the time that taxable income is
realized by an employee with respect to such awards. Generally, income will be realized upon the exercise of nonstatutory stock options and at the
time cash or stock is delivered to an employee in respect of the other types of awards, except that, in the case of restricted stock, income will be
realized at the time the stock is no longer subject to substantial risk of forfeiture. No deduction is allowed to the Company for the grant or exercise
of an incentive stock option, unless the participant disposes of the stock before satisfying the applicable holding period rules. Further, no deduction
is allowed to the Company for nonperformance-based compensation in excess of Section 162(m) limits that is paid to Executive Officers named in
the proxy for the fiscal year the deduction would otherwise have been available.

Provisions Designed to Allow Continued Deductibility of Certain Compensation

Under Section 162(m) of the Internal Revenue Code, compensation paid to certain Executive Officers may not be deductible unless it qualifies as
“performance based”. Stock options and stock appreciation rights granted to employees are, and deferred stock units, restricted stock, and other
stock awards granted to eligible employees may be, intended to provide compensation which will qualify as “performance-based compensation”
exempt from restrictions on deductibility.

In order for compensation attributable to Plan awards to be exempt from the limitations of Section 162(m), the Company’s shareholders must
periodically approve the employees eligible under the Plan, the maximum awards under the Plan, and the business criteria on which performance
goals under the Plan are based. Each of these terms is discussed below. Shareholder approval of the Long-Term Incentive Plan will constitute
reapproval of these Plan terms for purposes of Section 162(m).
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* Maximum Awards — The Plan includes the following limits on the amounts of awards that may be granted to any one person in any one

fiscal year:
« a1,000,000 share limit on the number of shares that may be the subject of grants of stock options (and tandem stock appreciation
rights);

e a1,000,000 share limit on the number of shares that may be the subject of grants of stand-alone stock appreciation rights;
*« a 100,000 limit on the number of deferred stock units;
*« a 100,000 share limit on the number of shares of restricted stock; and

e a100,000 share limit with respect to which other stock awards may be granted (i.e., the value of such awards cannot exceed the
value of 100,000 shares).

These limits are subject to adjustment to reflect stock splits and similar events. The minimum price at which shares may be acquired by
exercising options granted under the Plan, and on the basis of which stock appreciation rights may be valued, is the fair market value of
a share of Company stock on the date the award is granted.

« Employees Eligible — The class of employees eligible for awards under the Plan is executives and other key employees of the
Company and its subsidiaries.

» Business Criteria — Finally, the performance objectives for any performance-based deferred stock units, restricted stock, or other stock
awards will be limited to objective measures based on one or more of the following business criteria, any of which may be measured
either in absolute terms or as compared to another company or companies: return on shareholder’s equity; growth in net income; growth
in revenues; cash flow return on average total capital; profit before interest and taxes; total return to shareholders; return on capital
employed; operating return on net or gross investment, operating margins, or various other denominators based upon investment or
assets; profit margins growth in earnings per share; or growth in cash flow. These criteria may be used individually or in a formula
combining two or more criteria such as a sum of two or more criteria or the greatest of two or more criteria.

New Plan Benefits

The Board or Compensation Committee or a delegate will determine in its discretion the amount and timing of awards under the Plan and the
recipients or classes of recipients of such awards. It is therefore not possible to state the amount of awards that will be made in the future if the
proposed amendments to the Plan are approved.
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Stock Options Received or To Be Received

The amount of stock options to be granted in the future to any participant is not determinable. The following table presents the aggregate number
of stock options issued under the Plan to the listed persons from its restatement under its current name (effective October 1, 2001) through
September 30, 2009:

Number of
Name Options

John E. McGlade 783,512
Paul E. Huck 332,139
Scott A. Sherman 272,866
Robert D. Dixon 114,916
Lynn C. Minella 212,620
All Executive Officers as a group 2,036,326
All directors who are not Executive Officers as a group(1) 38,000
Nominees for election as director(2) 4,000
All employees who are not Executive Officers as a group 18,327,593

(€3]

@ Nonemployee directors have not been granted stock options under the Plan since 2005.

Mr. W. Douglas Ford is the only nominee for director who received stock options under the Plan.
The Board of Directors and management recommend a vote “FOR” approval of the Long-Term Incentive Plan, as amended.
If You Hold Your Shares Through a Broker, Bank, or Other Nominee

If you hold your shares through a broker, bank, or other nominee and you do not instruct them on how to vote on this proposal, your broker does
not have authority to vote your shares on this proposal. Your shares will only be voted in favor of this proposal if you have provided voting
instructions to your broker or other nominee to vote your shares in favor of this proposal.
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THE BOARD OF DIRECTORS

Information follows about the age and business experience, as of December 1, 2009, of the nominees up for election and the directors continuing
in office. Each nominee has consented to being nominated for director and has agreed to serve if elected. All of the nominees are currently
directors.

Directors Standing for Election this Year for a Term Expiring at the Annual Meeting in 2013

WILLIAM L. DAVIS, lll, age 66. Retired Chairman, President, and Chief Executive Officer of RR Donnelley. Director
of the Company since 2005.

Mr. Davis became Chairman and Chief Executive Officer in 1997 and President in 2001 of RR Donnelley, the largest
printing company in North America. He retired in February 2004. Over the prior two decades, Mr. Davis held senior
sales, marketing, and executive positions at Emerson Electric Company. Mr. Davis is also a director of Marathon QOil
Corporation.

W. DOUGLAS FORD, age 65. Retired Chief Executive, Refining and Marketing, of BP Amoco plc. (“BP”). Director of
the Company since 2003.

From 1993-1999, Mr. Ford served as Executive Vice President of BP and its predecessor, Amoco Corporation. In
1999 he was named Chief Executive, Refining and Marketing of BP, and in 2000 he joined the BP board. Mr. Ford
retired from BP and its board in March 2002. Mr. Ford is also a director of Suncor Corporation and USG
Corporation.

EVERT HENKES, age 66. Retired Chief Executive Officer of Shell Chemicals Ltd. Director of the Company since
2006.

Mr. Henkes joined Shell in 1973 as a marketing manager. During his nearly 30 years with Shell, he held
international leadership positions in Shell’s bunkering and marine lubricants, petroleums, chemicals, and metals businesses. In 1998 Mr. Henkes
was named Shell’s first global chief executive officer responsible for its chemical business. He retired in April 2003. He is also a director of
Outokumpu OYJ, SembCorp Industries Ltd., and Tate & Lyle plc. and a member of the CNOOC Ltd. International Advisory Board.

MARGARET G. McGLYNN, age 50. Former President, Global Vaccine and Infectious Disease Division, Merck &
Co., Inc. Director of the Company since 2005.

Ms. McGlynn joined Merck, a global pharmaceutical company, in 1983. She served as President, U.S. Human
Health, from 2003 to 2005, and in 2005 she was named President, Merck Vaccine Division. Ms. McGlynn served as
President, Global Vaccine and Infectious Disease Division, from 2007 until her retirement in 2009. She is also a
director of Amicus Therapeutics.
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Directors Continuing in Office Until the Annual Meeting in 2011

MICHAEL J. DONAHUE, age 51. Former Group Executive Vice President and Chief Operating Officer of
BearingPoint, Inc. Director of the Company since 2001.

Mr. Donahue served as Chief Operating Officer of BearingPoint, Inc. from March of 2000 until February 2005. Prior
to March 2000, he served as Managing Partner, Solutions, for the consulting business of KPMG LLP, and as a member of the boards of directors of
KPMG LLP and KPMG Consulting KK Japan. He is also a director of GSI Commerce, Inc. and is Chairman of the Board of Directors of The
Orchard Enterprises, Inc.

URSULA O. FAIRBAIRN, age 66. President and Chief Executive Officer, Fairbairn Group, LLC. Director of the
Company since 1998.

Ms. Fairbairn is President and Chief Executive Officer of Fairbairn Group, LLC, specializing in human resources and
executive management consulting since April 2005. She served as Executive Vice President, Human Resources and Quality, of American Express
Company, from 1996 until her retirement in April 2005. She is also a director of Sunoco Inc. and VF Corporation.

LAWRENCE S. SMITH, age 62. Former Chief Financial Officer of Comcast Corporation. Director of the Company
since 2004.

Mr. Smith joined Comcast Corporation, a cable communication systems and telecommunication company, in 1988
to oversee the company’s finance and administration functions. He was named Executive Vice President in 1995 and served as Co-Chief Financial
Officer from 2002 until his retirement in 2007, overseeing corporate development, accounting, reporting, and tax matters. Prior to joining Comcast,
Mr. Smith served as Chief Financial Officer of Advanta Corporation and was a partner in Arthur Andersen & Co. He is also a director of GSI
Commerce Inc. and Tyco Electronics Corporation.

Directors Continuing in Office Until the Annual Meeting in 2012

MARIO L. BAEZA, age 58. Founder and Controlling Shareholder of Baeza & Co. and Founder and Executive
Chairman of V-Me Media, Inc. Director of the Company since 1999.

Mr. Baeza formed The Baeza Group, a Hispanic-owned alternative investment firm, in 2003 to create the first
Hispanic-owned merchant banking firm focusing on the Pan-Hispanic region. In 2006, The Baeza Group partnered with Thirteen/WNET, a public
broadcasting service affiliate, to form V-Me Media, Inc., a new national Spanish language television network to be distributed through the digital
channels of public television affiliate stations. V-Me Media is controlled by The Baeza Group and Mr. Baeza serves as V-Me’s Founder and
Executive Chairman. Mr. Baeza is also a director of Brown Shoe Co., Inc., Israel Discount Bank of New York, and Urban America LLC; and a
member of the Board of Trustees of Ariel Mutual Fund Group.
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EDWARD E. HAGENLOCKER, age 70. (Presiding Director) Former Vice Chairman of Ford Motor Company and
former Chairman of Visteon Automotive Systems. Director of the Company since 1997.

Mr. Hagenlocker joined Ford Motor Company as a research scientist in 1964. He was elected Vice President and
named General Manager of Truck Operations in 1986, appointed Vice President of General Operations for Ford North American Automotive
Operations in 1992, and appointed Executive Vice President in 1993. He was elected President of Ford Automotive Operations in 1994 and
Chairman, Ford of Europe in 1996. He served as Vice Chairman of Ford Motor Company in 1996 and Chairman of Visteon Automotive Systems
from 1997 until his retirement in 1999. Mr. Hagenlocker is also a director of AmeriSource Bergen Corporation and Ingersoll-Rand Company
Limited.

JOHN E. McGLADE, age 55. Chairman, President, and Chief Executive Officer of the Company. Director of the
Company since 2007.

Mr. McGlade joined Air Products in 1976. He was named Group Vice President, Chemicals Group in 2003, with
global responsibility for the chemicals group, industrial gas and chemicals manufacturing, and Environment, Health, Safety and Quality. He was
appointed President and Chief Operating Officer of Air Products in October 2006. He assumed the position of Chief Executive Officer on October 1,
2007 and Chairman in April 2008. Mr. McGlade serves on the board of directors of the American Chemistry Council. He also is a member of the
Lehigh University Board of Trustees, the Rider-Pool Foundation, and the Society of Chemical Industry.

CHARLES H. NOSKI, age 57. Retired Vice Chairman of AT&T Corporation and former Corporate Vice President
and Chief Financial Officer of Northrop Grumman Corporation. Director of the Company since 2005, and from 2000-
2004.

Mr. Noski served as Senior Executive Vice President and Chief Financial Officer of AT&T Corporation between 1999
and 2002, and was elected Vice Chairman of AT&T’s Board of Directors in February 2002. He retired in November 2002 upon the completion of
AT&T'’s restructuring. From December 2003 to March 2005, he was Corporate Vice President and Chief Financial Officer of Northrop Grumman
Corporation and served as a director from November 2002 to May 2005. Mr. Noski is also a director of Microsoft Corporation, Morgan Stanley, and
Automatic Data Processing, Inc.
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CORPORATE GOVERNANCE

Our business is managed by our employees under the direction and oversight of the Board of Directors (the “Board”). We keep Board members
informed of our business through discussions with management, materials we provide to them, visits to our offices, and their participation in Board
and Board committee meetings.

The Board has adopted Corporate Governance Guidelines for the Company in order to assure that the Board has the necessary practices in place
to govern the Company in accordance with the interests of the shareholders. The Guidelines set forth the governance practices the Board follows;
including with respect to director independence and qualifications, director responsibilities, access to management and independent advisors,
director compensation, director orientation and education, chief executive officer performance assessment, management succession, and
assessment of Board and committee performance. The Governance Guidelines are available on the Company’s website at:
http://www.airproducts.com/Responsibility/Governance/Guidelines.htm and are available in print upon request. (Information contained on our
website is not part of this proxy statement.) The Board regularly reviews corporate governance developments and modifies these Guidelines as
warranted.

Director Independence

The Board has affirmatively determined that all of the Company’s directors, except Mr. McGlade, qualify as independent under the NYSE corporate
governance standards. In determining independence, the Board determines whether directors have a material relationship with the Company that
would interfere with the exercise of independent judgment in carrying out the responsibilities of directors. When assessing materiality, the Board
considers all relevant facts and circumstances including, without limitation, transactions between the Company and the director, family members of
directors, or organizations with which the director is affiliated. The Board further considers the frequency and dollar amounts associated with any of
these transactions and whether the transactions were in the ordinary course of business and were consummated on terms and conditions similar
to those with unrelated parties.

In its determination, the Board applies the specific tests for independence included in the NYSE listing standards. In addition, the Board has
determined, in its business judgment, that the following categories of relationships are immaterial for purposes of making an independence
determination:

« Any business transactions or relationships involving sales or purchases of goods or services between the Company and a director’s
employer or an employer of a director’s family member which occurred more than three years prior to the independence determination or
involve less than 1% of such employer’s annual consolidated gross revenues; provided the transaction takes place on the same terms
and conditions offered to third parties or on terms and conditions established by competitive bid, and the director’s or family member’s
compensation is not affected by the transaction;

» Charitable contributions by the Company to an organization in which the director or his or her immediate family member serves as an
executive officer, director, or trustee that occurred more than three years prior to the independence determination, were made pursuant
to the Company’s matching contributions program, or were less than the greater of $1 million or 2% of the organization’s gross revenues;

«  Membership of a director in the same professional association, social, fraternal, or religious organization or club as an Executive Officer
of the Company (the Executive Officers are listed on page 26);
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« Adirector’s past matriculation at the same educational institution as an Executive Officer of the Company;

« Adirector’s service on the Board of another public company on which an Executive Officer of the Company also serves as a Board
member, except for prohibited compensation committee interlocks; and

e Adirector’s service as a director, trustee, or executive officer of a charitable or educational organization where an Executive Officer of the
Company also serves as a director or trustee.

Notwithstanding the above, the Company’s Corporate Governance Guidelines provide that no director may serve on the Audit Committee or
Management Development and Compensation Committee of the Board if he or she has received, within the past or preceding fiscal year, any
compensatory fee from the Company other than for Board or committee service; and no director may serve on the Management Development and
Compensation Committee of the Board unless the director qualifies as an “outside director” under U.S. tax laws pertaining to deductibility of
executive compensation.

On an annual basis, each member of the Board is required to complete a questionnaire designed in part to provide information to assist the Board
in determining whether the director is independent under NYSE rules and our Corporate Governance Guidelines. In addition, each director or
potential director has an affirmative duty to disclose to the Corporate Governance and Nominating Committee relationships between and among
that director (or an immediate family member), the Company, and/or the management of the Company.

The Corporate Governance and Nominating Committee reviews all relationships and transactions for compliance with the standards described
above and makes a recommendation to the Board, which makes the independence determination. For those directors identified as independent,
the Company and the Board are aware of no relationships or transactions with the Company or management other than of a type deemed
immaterial in accordance with the guidelines described above. Charitable contributions by the Company to an organization in which Mr. Baeza's
spouse is an executive officer and routine purchases and sales of products involving Ms. McGlynn’s employer were deemed immaterial.

Executive Session

The independent directors regularly meet without the chief executive officer or other members of management present in executive sessions that
are scheduled during at least four Board meetings each year. In addition, the CEO performance review is conducted in executive session, and the
Audit, Management Development and Compensation, and Corporate Governance and Nominating Committees periodically meet in Executive
Session. Board executive sessions, including the CEO performance review, are led by the presiding director, currently Mr. Hagenlocker.

Board of Directors Meetings and Attendance

During our fiscal year ending September 30, 2009 (“fiscal year 2009”), there were nine meetings of our Board of Directors. Board and committee
attendance averaged 98% for the Board as a whole, and no director attended less than 75% of the combined total of meetings of the Board and
the committees on which they were serving. In accordance with the Company’s Corporate Governance Guidelines, all directors are expected to
attend the Company’s annual meeting of shareholders unless they have an emergency or unavoidable schedule conflict. All directors attended the
last annual meeting.
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Shareholder Communications

Shareholders and other interested parties may communicate with the independent directors by sending a written communication in care of the
Corporate Secretary’s Office at the address on page 5. The Board of Directors has adopted a written procedure for collecting, organizing, and
forwarding direct communications from shareholders and other interested parties to the independent directors. A copy of the procedure is available
upon request.

Code of Conduct

The Board has adopted its own Code of Conduct that is intended to affirm its commitment to the highest ethical standards, integrity, and
accountability among directors and that focuses on areas of potential ethical risk and conflicts of interest especially relevant to directors. The
Company also has a Code of Conduct for officers and employees. This Code of Conduct addresses such topics as conflicts of interest,
confidentiality, protection and proper use of Company assets, and compliance with laws and regulations. Both Codes of Conduct can be found on

requests them.

Transactions with Related Persons
The Company did not engage in any reportable related person transactions in fiscal year 2009.

The Board recognizes that transactions with related persons can present actual or potential conflicts of interest and wants to ensure that Company
transactions are based solely on the best interests of the Company and its shareholders. Accordingly, the Board has delegated responsibility to the
Audit Committee to review transactions between the Company and related persons. The Audit Committee has adopted a written policy providing
procedures for review of related person transactions.

A related person transaction is a transaction between the Company and a director, Executive Officer, or 5% shareholder; an immediate family
member of a director, Executive Officer, or 5% shareholder; or a company or other entity in which any of these persons have a material interest.
Pursuant to the Audit Committee policy, related person transactions must be preapproved by the Committee or, in the event of an inadvertent
failure to bring the transaction to the Committee for preapproval, ratified by the Committee. In deciding whether to approve or ratify a related
person transaction, the Committee considers the benefits of the transaction to the Company, the impact on a director’s independence if a director
or a director’s family member or affiliate is involved, the availability of comparable sources for products and services, the terms of the transaction,
and terms available to third parties for similar transactions. The Committee chairman is authorized to approve related person transactions when it
is impractical or undesirable to wait until the next Committee meeting for approval. Such transactions must be reported to the Committee at the
next meeting.
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COMMITTEES OF THE BOARD

The Board has five standing committees which operate under written charters approved by the full Board: Audit; Corporate Governance and
Nominating; Environmental, Safety and Public Policy; Finance; and Management Development and Compensation. In accordance with NYSE
listing standards, none of the directors who serve on the Audit, Corporate Governance and Nominating, or Management Development and
Compensation Committees have ever been employed by the Company, and the Board has determined in its business judgment that all of them are
“independent” from the Company and its management in accordance with the guidelines described above in “Director Independence”. The charters
of all the committees can be viewed on the Company website at
http://www.airproducts.com/Responsibility/Governance/boardofdirectors/committees.htm and are available in print to any shareholder upon
request. The Company'’s bylaws also provide for an Executive Committee. The chart below identifies the members of each committee, the number
of meetings held by each committee, and the committee chairs during fiscal year 2009:

Corporate Environmental, Management
Governance and Safety and Development &
Name Audit Nominating Public Policy Executive Finance Compensation
M. L. Baeza C X X
W. L. Davis X X
M. J. Donahue X C
U. O. Fairbairn C X
W. D. Ford X X X
E. E. Hagenlocker X X C
E. Henkes X X
J. E. McGlade C
M. G. McGlynn X X
C. H. Noski X X X
L. S. Smith C X
2009 Meetings 8 3 2 0 2 7
C=Chairman

Audit Committee

The Board has determined that all of the Audit Committee members are “financially literate” and that Mr. Smith qualifies as an “audit committee
financial expert” as defined by SEC regulations and NYSE listing standards. The Committee operates under a written charter. The Committee is
directly responsible for the appointment, compensation, retention, and oversight of the Company’s independent registered public accountant. The
Committee reviews the appropriateness, quality, and acceptability of the Company’s accounting policies, the integrity of financial statements
reported to the public, significant internal audit and control matters and activities, the Company'’s policies and processes for risk assessment and
management, and compliance with legal and regulatory requirements. The Committee discusses with the Company’s internal auditor and
independent registered public accountant the overall scope and plans for their respective audits. The Committee meets with the internal auditor
and the independent registered public accountant, with and without management present, to discuss the results of their audits, their evaluations of
the Company’s internal controls, and the overall quality of the Company’s financial reporting. The Committee also reviews compliance with the
Company’s Code of Conduct for employees and

22



Table of Contents

officers and is responsible for establishing and administering the Company'’s procedures for confidential reporting by employees of questionable
accounting practices and handling complaints regarding accounting, internal controls, and other audit matters.

Each year the Committee approves an annual agenda plan which specifies matters to be considered and acted upon by the Committee over the
course of the year in fulfilling its responsibilities. In fiscal year 2009, the Committee met eight times.

Audit Committee Report

The Audit Committee reviews the Company’s financial reporting process on behalf of the Board. Management bears primary responsibility for the
financial statements and the reporting process, including the system of internal controls and disclosure controls. The independent registered public
accounting firm is responsible for expressing an opinion on the conformity of those audited consolidated financial statements with United States
generally accepted accounting principles.

In fulfilling its responsibilities, the Audit Committee has reviewed and discussed the audited consolidated financial statements contained in the
Company’s Annual Report on Form 10-K for the fiscal year ended September 30, 2009 with the Company’s management and the independent
registered public accountant. The Audit Committee has also discussed with the independent registered public accountant the matters required to
be discussed by the Statement on Auditing Standards on Communication with Audit Committees as currently in effect. In addition, the Committee
has discussed with the independent registered public accountant its independence from the Company and its management, including matters in
the written disclosures and letter received by the Committee from the independent registered public accountant, as required by the applicable
requirements of the Public Company Accounting Oversight Board regarding the independent accountant’s communications with the Audit
Committee on its independence.

Based on the reviews and discussions referred to above, the Committee approved the audited consolidated financial statements and
recommended to the Board that they be included in the Company’s Annual Report on Form 10-K for the fiscal year ended September 30, 2009.

Audit Committee
Lawrence S. Smith, Chairman
Michael J. Donahue
W. Douglas Ford
Evert Henkes
Margaret G. McGlynn

Independent Registered Public Accountant

Appointment and Attendance at Annual Meeting. KPMG was the Company’s independent registered public accountant for fiscal year 2009.
Representatives of KPMG will be present at the Annual Meeting to respond to appropriate questions and make a statement if they desire.

Fees of Independent Registered Public Accountant. Consistent with the Audit Committee’s responsibility for engaging the Company’s
independent registered public accountant, all audit and permitted nonaudit services performed by KPMG require preapproval by the Audit
Committee. The full Committee approves projected services and fee estimates for these services and establishes budgets for major categories of
services at its first meeting of the fiscal year. The Committee chairman has been designated by the Committee to approve any services arising
during the year that were not preapproved by the Committee and services that were preapproved
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if the associated fees will cause the budget established for the type of service at issue to be exceeded by more than ten percent. Services
approved by the chairman are communicated to the full Committee at its next regular quarterly meeting, and the Committee reviews actual and
forecasted services and fees for the fiscal year at each such meeting. During fiscal year 2009, all services performed by the independent
registered public accountant were preapproved.

During fiscal years 2008 and 2009, KPMG billed the Company fees for services in the following categories and amounts (in millions):

2009, 2008
Audit Fees $6.0 $5.7
Audit-related Fees 0.6 1.2
Tax Fees 0.1 0.1
All Other Fees 0.0 0.0
Total Fees $6.7 $7.0

Audit fees are fees for those professional services rendered in connection with the audit of the Company’s consolidated financial statements and
the review of the Company’s quarterly consolidated financial statements on Form 10-Q that are customary under the standards of the Public
Company Accounting Oversight Board (United States), and in connection with statutory audits in foreign jurisdictions. Audit-related services
consisted primarily of services rendered in connection with employee benefit plan audits, SEC registration statements, due diligence assistance,
and consultation on financial accounting and reporting standards. Tax fees were primarily for preparation of tax returns in non-U.S. jurisdictions,
assistance with tax audits and appeals, advice on mergers and acquisitions, and technical assistance.

Corporate Governance and Nominating Committee

The Corporate Governance and Nominating Committee operates under a written charter. The Committee monitors and makes recommendations to
the Board about corporate governance matters including the Company’s Corporate Governance Guidelines, codes of conduct, Board structure and
operation, Board policies on director compensation and tenure, the meeting schedules of the Board and the committees, the charters and
composition of the committees, and the annual Board and committee performance assessment processes. The Committee also has primary
responsibility for identifying, recommending, and recruiting nominees for election to the Board and recommending candidates for election as
Presiding Director. The Committee met three times in fiscal year 2009.

Selection of Directors. The Board has established the following minimum qualifications for all directors: business experience, judgment,
independence, integrity, ability to commit sufficient time and attention to the activities of the Board, absence of any potential conflicts with the
Company’s interests, and an ability to represent the interests of all shareholders. The qualities and skills necessary for a specific director nominee
are governed by the needs of the Board at the time the Committee determines to add a director to the Board. The specific requirements of the
Board are determined by the Committee and are based on, among other things, the Company’s current business, market, geographic, and
regulatory environments; the mix of perspectives, experience, and competencies currently represented by the other Board members; and the chief
executive officer’s views as to areas in which management desires additional advice and counsel.

When the need to recruit a nonmanagement director arises, the Committee consults the other directors, the chief executive officer, and third-party
recruiting firms to identify potential
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candidates. Once a candidate is identified, the candidate screening process generally is conducted initially by a third-party recruiting firm and will
include inquiries as to the candidate’s reputation and background, examination of the candidate’s experiences and skills in relation to the Board’s
requirements at the time, consideration of the candidate’s independence as measured by the Board's independence standards, and other
considerations the Committee deems appropriate at the time. Prior to formal consideration and recommendation by the Committee, any candidate
who passes such screening would be interviewed by one or more members of the Committee and the chief executive officer. Candidates
recommended by shareholders, whose names are submitted in accordance with the Committee’s procedures described below, will be screened
and evaluated in the same manner as other candidates. All candidates standing for election at the Annual Meeting are current directors who were
previously elected to the Board.

The Committee has adopted a policy regarding its consideration of director candidates recommended by shareholders and a procedure for
submission of such candidates. The policy provides that candidates recommended by shareholders will be considered by the Committee;
submissions of candidates must be made in writing; and, to be considered for nomination at an annual meeting of shareholders, submissions must
be received not later than 120 days prior to the anniversary date of the proxy statement for the prior annual meeting. The submission must also
provide certain information concerning the candidate and the recommending shareholder(s), a statement explaining why the candidate has the
qualifications required, and consent of the candidate to be interviewed by the Committee and to serve if elected. A copy of the policy and
procedure is available upon request.

Executive Committee

The Executive Committee, which did not meet in fiscal year 2009, has the authority of the Board to act on most matters during intervals between
Board meetings. It is usually convened only to approve capital expenditures in excess of the chief executive officer’s authority where a customer
requires a commitment prior to the next Board meeting.

Environmental, Safety and Public Policy Committee

The Environmental, Safety and Public Policy Committee monitors and reports to the Board on issues and developments in areas such as
environmental compliance, climate change and sustainability, safety, corporate security and crisis management, diversity, community relations, and
corporate and foundation philanthropic programs and charitable contributions.

Finance Committee

The Finance Committee reviews the Company’s financial policies; keeps informed of its financial operations and condition, including requirements
for funds and access to liquidity; advises the Board about sources and uses of Company funds; reviews the Company'’s financial arrangements
and methods of external financing; and oversees the funding and management of assets of the Company’s employee pension and savings plans
worldwide.

Management Development and Compensation Committee
Pursuant to its charter, the Management Development and Compensation Committee (the “Committee”) has responsibility for:
» Leading the Board in evaluating the performance of the Company'’s chief executive officer (‘CEQ”);
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* Overseeing CEO succession planning and the development and evaluation of potential candidates for other executive positions;

« Establishing the Company’s executive compensation policies, determining CEO compensation, and approving other Executive Officer
compensation; and

« Overseeing the design and administration of the incentive compensation plans for key employees and the administration and design of
the Company’s pension and savings plans.

Roles of the Committee, Management, and Compensation Consultant in the Compensation Process. The Committee is responsible to the
Board and to shareholders for establishment and oversight of the Company’s compensation program for Executive Officers, including those named
in the Summary Compensation Table on page 43 (“Named Executive Officers”) and for approving the compensation level of the Executive Officers.
The Company’s Executive Officers are the Named Executive Officers:

e John E. McGlade, Chairman, President, and CEO;

e Paul E. Huck, Senior Vice President and Chief Financial Officer (“CFO”);

e Scott A. Sherman, Senior Vice President — Strategic Development and Execution?;
* Robert D. Dixon, Senior Vice President and General Manager — Merchant Gases;

e Lynn C. Minella, Senior Vice President — Human Resources and Communications; and the following additional senior operational and
corporate officers:

e M. Scott Crocco, Vice President and Corporate Controller;

¢ Michael F. Hilton, Senior Vice President and General Manager — Electronics and Performance Materials;

» Stephen J. Jones, Senior Vice President and General Manager — Tonnage Gases, Equipment and Energy?; and
« John D. Stanley, Senior Vice President and General Counsel3.

The Committee establishes overall compensation strategies and policies for the Executive Officers, allocates compensation for Executive Officers
among the various components of compensation, evaluates and approves goals and objectives relevant to the incentive compensation of the
Executive Officers, evaluates the performance of the CEO with input from the full Board, determines direct compensation levels for the CEO, and
evaluates and approves direct compensation levels for other Executive Officers. Each year, the Committee also reviews and evaluates the
appropriateness of the Company’s current executive compensation program based on several factors, including competitiveness of the program
and compensation delivered under the program relative to the Company’s performance; reviews whether the program design encourages
excessive risk taking; approves peer groups for market reference; receives regular updates on forecasted performance against incentive plan
measures; evaluates and approves changes to compensation and benefit plans when needed; reviews succession planning for the Executive
Officers and other senior management employees; approves performance objectives for the CEO; approves incentive plan payouts for the current
year; and addresses other specific issues regarding management development and compensation as needed. Periodically, the Committee also
undertakes an extensive review of the competitiveness and appropriateness of certain pay practices, such as Executive Officer severance
arrangements and retirement benefits.

1

Mr. Sherman assumed this role in March 2009. Previously he was Senior Vice President and General Manager — Tonnage Gases, Equipment and Energy.
Mr. Jones assumed this role in March 2009. Previously he was Senior Vice President, General Counsel and Secretary.
Mr. Stanley assumed this role in March 2009. Previously he was Assistant General Counsel — Corporate and Commercial, Americas and Europe.
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While the Committee determines overall compensation strategy and policies for the Executive Officers and approves their compensation, it seeks
input from several Executive Officers and other management employees with respect to both overall guidelines and discrete compensation
decisions. Specifically:

e the Senior Vice President — Human Resources and Communications works with the Committee and the external compensation
consultant to develop the design of compensation programs and decision-making frameworks for determining compensation levels;

« the CEO provides the Committee perspective on the performance of other Executive Officers, and provides input to the Committee and
the external compensation consultant on the forms of incentive compensation and performance metrics that will best support his strategic
goals for the Company;

« the CFO provides background and recommendations to the Committee regarding the Company'’s key financial objectives and
performance against them;

e compensation actions for Executive Officers other than the CEO are developed and recommended by the CEO, in consultation with the
Senior Vice President — Human Resources and Communications, and based on guidance received from the external compensation
consultant; and

« the Company’'s Law and Human Resources staff provide technical advice and other support to the Committee.

The Executive Officers noted, as well as other management employees, attend portions of the Committee meetings; however, the Committee’s
usual practice is to meet in executive session both alone and with its compensation consultant to reach final decisions about CEO and other
Named Executive Officer compensation.

The Committee has delegated to the officers of the Company authority to take certain administrative actions with respect to the Company’s
incentive compensation plans and retirement and other benefit plans. The CEO of the Company is authorized to determine incentive compensation
for employees other than Executive Officers, subject to terms and overall amounts approved by the Committee. The design and administration of
pension, savings, welfare, and vacation benefit plans and practices generally are handled by teams of Company Human Resources, Finance, and
Law employees, although the Committee retains authority for approving major design changes, material changes to benefits that affect Executive
Officers, and certain administrative decisions that affect Executive Officers.

The Committee retains an external compensation consultant to provide independent advice, information, and analysis on executive compensation.
The Committee retained Mercer (U.S.) Inc. (“Mercer”) as its external compensation consultant during fiscal year 2008, when most of the Executive
Officers’ compensation for fiscal year 2009 was planned and granted. In preparation for establishing fiscal year 2009 compensation, the Committee
used Mercer to assess the competitiveness of the executive compensation program, to make recommendations regarding the program design
based on prevailing market practices and business conditions, to advise the Committee on the level of each Executive Officer's compensation, and
to conduct research and analysis directed by the Committee. Mercer attended portions of Committee meetings and regularly met in Executive
Session with the Committee with no members of management present.

The Committee has established several practices to ensure the external consultant’s independence, candor, and objectivity. The consultant is
engaged by and reports directly to the
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Committee, frequently meets separately with the Committee with no members of management present, and consults with the Committee Chairman
in between meetings. Management reports to the Committee at each meeting fees paid for services performed by the consultants, and the
Committee approves in advance the services to be performed. In addition to executive compensation consulting for the Committee, Mercer
provides benefits consulting and administration, surveys, and other services to the Company, primarily in countries where there are few, if any,
other consultants with the appropriate expertise. For 2009, to eliminate any engagement of the Committee’s external consultant by management,
the Committee determined to retain a new consultant, Farient Advisors LLC (“Farient”) that limits its practice to executive compensation. Farient
also advises the Corporate Governance and Nominating Committee on director compensation, but performs no other services for the Company or
management.

During fiscal year 2009, Farient provided advice and analysis to the Committee on direct compensation for individual Executive Officers, agenda
planning, peer group composition, incentive plan performance metric conventions and design, and external trends and regulatory developments.
Farient also provided an analysis of pay delivered under the Company’s Executive Officer compensation program relative to its peer group and
performance, and an assessment of the potential relationship between the Company’s compensation program and risk taking by management.
Mercer continued to provide competitive market data on executive compensation during 2009 which was used to evaluate the overall
competitiveness of the compensation program and to develop management recommendations on Executive Officer pay. Mercer presented the data
to the Committee, but did not make recommendations to the Committee on the form or amount of executive compensation. Farient reviewed the
data and provided advice to the Committee on interpreting it; reviewed recommendations and proposals being submitted to the Committee by
management based on the data; and provided advice to the Committee regarding whether, in their opinion, management’s recommendations
should be accepted as presented, modified, or rejected. Farient also provided research and analysis and other background information for
consideration by the Committee in making these decisions.
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COMPENSATION OF EXECUTIVE OFFICERS

Report of the Management Development and Compensation Committee

The Committee has reviewed and discussed with management and Farient the following Compensation Discussion and Analysis section of the
Company’s 2009 Proxy Statement. Based on its review and discussions, the Committee recommended to the Board of Directors that the
Compensation Discussion and Analysis be included in the Company’s Proxy Statement for 2009.

Management Development and Compensation Committee
Edward E. Hagenlocker, Chairman
William L. Davis, 11l
Ursula O. Fairbairn
Charles H. Noski

Compensation Discussion and Analysis
Executive Summary

The Company’s most fundamental goal is to increase the value of our shareholders’ long-term investment in the Company through disciplined
capital investment, sustainable growth, and superior returns. To measure our success in achieving this goal, the Company has identified and
communicated to investors key performance indicators such as earnings growth and return on capital targets. Our executive compensation
programs emphasize compensation opportunities that are linked to these key performance indicators or provided through Company stock-based
awards. Accordingly, the majority of compensation provided to the Company’s Named Executive Officers is dependent upon the achievement of
short-, medium-, and long-term performance objectives and/or appreciation in the value of Company stock.

In addition to these incentive opportunities, the Company’s compensation programs provide Executive Officers a lesser amount of fixed elements,
such as base salary and benefits, which are an essential part of a competitive compensation program. We also provide competitive severance and
change in control arrangements to mitigate the impact of portfolio management actions, succession planning, and other corporate actions.

Fiscal Year 2009 Overview. The Company'’s fiscal year 2009 performance reflected one of the most difficult operating environments in its history
due to the severe global recession. The Company'’s businesses experienced 15 to 40 percent reductions in sales volumes in the course of a few
months, and associated declines in financial results. In anticipation of the slowing economic environment, and then in response to the accelerating
decline, management put in place a series of actions aimed at reducing spending and developing a sustainable lower cost structure. These
restructuring actions enabled operating margins to remain relatively stable despite the dramatic downturn in volume, and positioned the Company
to deliver excellent financial returns as the economy recovers, but resulted in substantial restructuring charges that affected reported results for the
year.

Reflecting the overall impact of the distressed economy and its effect on the Company’s financial results, the Committee approved, upon the
recommendation of management, the following decisions for Named Executive Officers in 2009:

* No bonuses were awarded for fiscal year 2009.

» Base salaries will not be increased for 2010.

« Consistent with competitive market conditions, long-term incentive award values will not be increased for fiscal year 2010.
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In addition, because a large percentage of the Company’s Executive Officers’ compensation is delivered in equity awards, the Executive Officers
experienced a substantial decrease in the value of their outstanding long-term incentives at the end of fiscal year 2008 and into the first quarter of
fiscal year 2009, just as many of our long-term shareholders saw the market value of their shares decline significantly during this time period. The
Company’s Executive Officer compensation program operated as intended, linking the Executive Officers’ significant personal stake in the
performance of the Company’s stock to the investment of our shareholders.

During 2009, the Committee, with Farient, conducted an in-depth risk assessment of the Company’s compensation program. The Committee
concluded that the program is balanced and does not motivate imprudent risk taking. The Company does not use highly leveraged short-term
incentives that drive high risk investments at the expense of long-term Company value. The Company’s annual incentive compensation is based
on balanced performance metrics that promote disciplined progress towards longer-term goals, and are capped at sustainable levels. The
Company’s compensation programs reward consistent, long-term performance by heavily weighting compensation to long-term incentives that
reward sustainable stock, financial, and operating performance, especially when combined with our executive share ownership and holding
requirements.

In reviewing the following discussion of fiscal year 2009 compensation and the compensation tables that follow it, it is important to recognize that
most of the fiscal year 2009 compensation actions by the Committee were taken in late 2008. Base salaries and annual incentive opportunities
were set and equity awards granted in the context of the Company’s outstanding fiscal year 2008 performance, before the full impact of the global
economic recession was apparent. However, because the Company’s programs are performance driven, they are largely self-adjusting during
times of economic distress.

For fiscal year 2009, the Committee designed the Company’s Executive Officer compensation programs to provide, on average, a compensation
opportunity that approximates the median of similar companies. Individual components of compensation may be greater or lesser than the median,
and actual compensation delivered may vary significantly from the target opportunity and the median based on Company or individual performance
and fluctuation in Company stock price.
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Compensation is delivered to the CEO and other Named Executive Officers through the components listed in the table below, which provides a
brief description of the principal types of compensation, how performance factors into each type of compensation, and the objectives served by
each type. Detailed descriptions of the components of compensation, the objectives of the program, and how the Committee determined

compensation levels for fiscal year 2009 begin on page 32.

Fiscal Year 2009 Principal Compensation Elements

experience, individual
performance.

Performance
Element Description Considerations Primary Objectives
Base Salary Fixed cash payment Based on level of responsibility, Competitiveness and security.

Annual Incentive Plan

Short-term incentive, cash
payment

Measured by performance
towards short-term financial and
strategic objectives.

Promote achievement of short-
term financial and strategic
objectives.

Long-Term
Incentive Plan

Equity-based awards with long-
term focus. Includes stock
options, restricted stock, and
performance shares

Creation of shareholder value
and realization of medium- and
long-term financial and strategic
goals. In the case of performance|
shares, performance against
medium-term financial and
strategic objectives.

Create alignment with
shareholders; promote
achievement of longer-term
financial and strategic
objectives.

Retirement and Welfare
Benefits

Pension benefits, savings plan,
health and insurance benefits

None — generally track benefits
offered to broad salaried

workforce.

Security and competitiveness.
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The mix of total direct compensation (base salary, annual incentive awards, and long-term incentive awards) for fiscal year 2009 was designed to
deliver the following approximate proportions when target levels of performance were achieved by the Company:

PAY MIX AT TARGET

B Long-Term Incentives

Annual Incentive

a W Base Salary

CEQ OTHER NAMED
EXECUTIVE OFFICERS

Design of the Program

Objectives of the Compensation Program. The overall objective of our executive compensation program is to attract and retain a talented
management team and provide them with the right incentives to execute our strategic objectives and maximize our shareholders’ investment in the
Company. This overall objective can be broken down into several subordinate objectives that more directly factor into the design of our
compensation program and specific compensation decisions of the Committee. Each element of compensation fosters one or more of the following
objectives:

* Tie compensation to strategy and performance.

The Company’s programs provide a range of incentive compensation opportunities that simultaneously promote achievement of short-,
medium-, and long-term strategic and financial objectives—both intermediate targets and stretch aspirations.

* Link the interests of Executive Officers to the interests of shareholders.

The Company’s Executive Officer compensation program is designed so that factors that impact the success of our shareholders’
investment in the Company also impact our management team’s personal wealth.

e Be competitive.

The Company seeks to offer compensation opportunities that are sufficient to attract talented and experienced managers who have a
choice about where they work, and to discourage them from seeking other opportunities.

» Foster nonfinancial corporate goals.
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While financial results are the primary commitment the Company makes to shareholders, the compensation program balances financial
results with other Company values such as sustainability, safety, diversity, and ethical conduct. Accordingly, some components of the
program provide flexibility to recognize nonfinancial achievements or to reduce or recoup compensation where insufficient attention is
paid to nonfinancial Company objectives.

e Support actions needed to respond to changing business environments.

The Company has sought to provide some elements of compensation, such as severance benefits, that give the management team or
the Board of Directors tools to facilitate decisions about divestitures and restructurings, succession planning, or other significant
corporate events that may impact the position or employment status of Executive Officers.

*  Provide reasonable security.

The Committee intends the compensation program to provide basic elements such as base salary and benefits that ensure that
management is fairly remunerated, and provides reasonable security so that the management team can perform at its best and take
prudent risks.

Benchmarking. The Committee believes an understanding of the compensation practices of the companies with whom the Company competes
for talent is an important foundation for determining the right mix of compensation components and target compensation levels. In preparation for
determining fiscal year 2009 compensation, the Committee engaged Mercer to conduct an overall competitive assessment of the Company’s
executive compensation levels and practices. Mercer reviewed the overall program design and practices in light of evolving market trends and
benchmarked the Executive Officer compensation levels to evaluate the performance of the program and as a reference for establishing
compensation levels for 2009.

The Committee approves and periodically reevaluates the peer group used for benchmarking compensation. For purposes of assessing
competitiveness and recommending compensation levels for fiscal year 2009, Mercer compiled survey data from its compensation database on a
market reference group of industrial companies with revenue of $6 to $12 billion (consistent with the Company’s fiscal year 2008 revenue of
$10.4 billion) and chemical companies with revenues of $1 billion and above (collectively, “Market Reference Group”). This Market Reference
Group, although broad, was selected because it is representative of the companies from which the Company recruits and with which it competes
for talent. The Company has determined its competition for talent is a broader group than its direct competitors based on recent managerial level
recruiting and attrition. This Market Reference Group is used by the Company for its management workforce, not just Executive Officers. A list of
companies included in the Market Reference Group is in the Appendix on page A-1. Mercer compared each of the Company’s Executive Officer’s
compensation levels to this Market Reference Group based on functional responsibilities.

At the Committee’s request, Mercer also compiled proxy data from a smaller group of companies that are competitors of the Company or are
similar to the Company in that they have asset intensive businesses and manage comparable amounts of revenue and capital (“Peer Reference
Group”). The Committee used this secondary reference group as a check to ensure pay levels are appropriate, and for benchmarking specific pay
practices. A list of the companies included in the Peer Reference Group also appears in the Appendix.

Evaluating the Performance of the Program. In addition to its annual review of the competitiveness level of the Executive Officer
compensation program, the Committee conducted

33



Table of Contents

two other evaluations of the performance of the program during fiscal year 2009, an external pay for performance assessment and a risk
assessment. Farient developed the methodology and performed the research and analysis for both of these assessments.

The external pay for performance assessment evaluates the alignment of the Company’s compensation program outcomes and performance
results relative to the Peer Reference Group. For purposes of the assessment, Farient compared target and performance adjusted direct
compensation for the chief executive officers and chief financial officers of the Company and the Peer Reference Group for one- and three-year
periods. Performance was measured based on a number of metrics including revenue growth, operating income growth, earnings per share
growth, operating margin, return on capital measures, and total shareholder return. Farient advised the Committee that, overall, the Company’s
pay has been well aligned with performance relative to these peers.

The Committee requested that Farient perform the risk assessment of the Company’s compensation program due to current public and regulatory
concern about the link between incentive compensation and excessive risk taking by corporations. Farient analyzed the Company’s compensation
programs to evaluate their propensity to cause undue risk taking relative to the level of risk associated with the Company’s business model. For
this purpose, Farient considered risk-determining characteristics of the Company’s business, including growth and return performance, volatility
and leverage, and the time horizon of the Company’s investments; and compared them to risk- determining attributes of the Company’s
compensation program, including performance metrics, leverage, and time horizon. Based on this assessment, Farient advised the Committee that
the Company has a balanced pay and performance program that does not promote excessive risk taking in comparison to the Company’s business
model.

Setting Total Compensation Levels for 2009. To perform its evaluation of compensation actions for Executive Officers for fiscal year 2009, the
Committee reviewed the individual elements of total direct compensation (base salary, target bonus, and long-term incentive awards) and the
aggregate total direct compensation for each Executive Officer’s position and compared them to Market Reference Group data.4 Mercer projected
2009 ranges for each component of compensation and total direct compensation value for each Executive Officer position reflecting 25th, 50th, and
75t percentile value for the Market Reference Group. Overall, the Committee’s guideline for fiscal year 2009 was to provide a total direct
compensation opportunity for the Executive Officers that approximates the median value for the Market Reference Group. Within the total direct
compensation opportunity for any Executive Officer, individual components of compensation may be greater or lesser than the median, because
the Committee is primarily concerned with the competitiveness of the entire program versus any one element of compensation.

While Mercer provided target ranges for fiscal year 2009 compensation opportunities based on Market Reference Group data for an Executive
Officer’s position, the Committee, with input from management with respect to Executive Officers other than the CEO, adjusted individual
compensation components and the total direct compensation opportunity up or down for certain Executive Officers based on performance, relative
experience, proficiency, responsibilities not common in the market, retention risk, and other factors. Total direct compensation opportunities for
fiscal year 2009 were approved prior to the beginning of the year. Actual compensation realized can vary significantly from the target opportunity
for any component of compensation or for total direct compensation based on Company or individual performance and Company stock price
fluctuation.

7

The competitive assessment by position excluded Mr. Crocco, whose compensation was determined based on a salary grade range.
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As part of the process for determining total direct compensation, the Committee also reviews tally sheets which detail the value, earnings, and
accumulated potential payout of each element of an Executive Officer's compensation in various employment termination scenarios. The tally
sheets help the Committee consider the retention value of an Executive Officer’'s accumulated compensation package, compare Executive
Officers’ accumulated compensation, and understand the impact of their compensation decisions on various termination of employment scenarios.

Consistent with market practice, and based on greater responsibility levels, Mr. McGlade’s compensation is substantially more than other
Executive Officers. For fiscal year 2008, the Committee determined that total direct compensation for Mr. McGlade, as a newly-promoted chief
executive officer, should be below the target median. For fiscal year 2009, the Committee determined to position all elements of Mr. McGlade’s
compensation at the median to be consistent with the Company’s overall compensation policy and to recognize that Mr. McGlade had fully
transitioned to the chief executive officer and Chairman of the Board roles. His total direct compensation level was increased accordingly.

Setting Performance Metrics for Incentive Compensation. The Committee annually undertakes an evaluation of the performance metrics
used for the Annual Incentive Plan and the performance share component of the long-term incentive program, both of which are described in more
detail below. The current performance metrics were initially chosen by the Committee for fiscal year 2008. Based on research and analysis
presented, the Committee determined that earnings growth and consistent return on capital in excess of the Company'’s cost of capital are the key
drivers of shareholder value in the Company’s businesses. After evaluating different measures of growth and return on capital for use as
performance metrics, the Committee established growth in earnings per share (“EPS Growth”) and the spread between Return on Capital
Employed and the Company'’s cost of capital (‘“ROCE Spread”)s as the performance metrics for both the Annual Incentive Plan and performance
shares. EPS Growth was chosen as the best growth measure because it reflects all sources of income after tax and promotes balanced use of
debt and equity capital. ROCE Spread was determined to be the best measure of return on capital because it reflects all capital employed and all
income generated after tax.

The Committee chose to establish the same performance metrics for both short-term and long-term incentive compensat