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Ward J. Timken, Jr.

Chairman � Board of Directors

March 22, 2012

Dear Shareholder:

The 2012 Annual Meeting of Shareholders of The Timken Company will be held on Tuesday, May 8, 2012, at ten o�clock in the morning at the
corporate offices of the company in Canton, Ohio.

This year, you are being asked to act upon three matters. Details of these matters are contained in the accompanying Notice of 2012 Annual
Meeting of Shareholders and Proxy Statement.

Please read the enclosed information carefully before voting your shares. Voting your shares as soon as possible will ensure your representation
at the meeting, whether or not you plan to attend.

I appreciate the strong support of our shareholders over the years and look forward to a similar vote of support at the 2012 Annual Meeting of
Shareholders.

Sincerely,

Ward J. Timken, Jr.

Enclosure

The Timken Company

1835 Dueber Avneue, S.W.

P.O. Box 6927

Canton, OH 44706-0927 U.S.A.

Telephone: 330-438-3000
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THE TIMKEN COMPANY

Canton, Ohio

NOTICE OF 2012 ANNUAL MEETING OF SHAREHOLDERS

The 2012 Annual Meeting of Shareholders of The Timken Company will be held on Tuesday, May 8, 2012, at 10:00 a.m., at 1835 Dueber
Avenue, S.W., Canton, Ohio, for the following purposes:

1. To elect four Directors to serve in Class III for a term of one year.

2. To ratify the selection of Ernst & Young LLP as our independent auditor for the fiscal year ending December 31, 2012.

3. To approve, on an advisory basis, a resolution regarding named executive officer compensation.

4. To transact such other business as may properly come before the meeting.
Shareholders of record of The Timken Company common stock at the close of business on February 21, 2012, are the shareholders entitled to
notice of and to vote at the meeting.

YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU PLAN TO ATTEND THE 2012 ANNUAL MEETING OF SHAREHOLDERS,
PLEASE SIGN AND DATE THE ENCLOSED PROXY CARD AND RETURN IT IN THE POSTAGE-PAID ENVELOPE PROVIDED OR
VOTE YOUR SHARES ELECTRONICALLY THROUGH THE INTERNET OR BY TELEPHONE. VOTING INSTRUCTIONS ARE
PROVIDED ON THE ENCLOSED PROXY CARD.

Effect of Not Casting Your Vote. If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered the
beneficial owner of shares held in �street name,� and these proxy materials will be forwarded to you by your broker, bank or nominee who is
considered the shareholder of record with respect to those shares. As the beneficial owner, you have the right to direct your broker, bank or
nominee on how to vote and are also invited to attend the 2012 Annual Meeting of Shareholders. Your broker, bank or nominee will enclose a
voting instruction card for you to use in directing the broker, bank or nominee regarding how to vote your shares. If you do not return the voting
instruction card, the broker, bank or other nominee will determine if it has the discretionary authority to vote on the particular matter. Under
applicable New York Stock Exchange rules, brokers have the discretion to vote only on any matters deemed by the New York Stock Exchange
to be routine, such as the ratification of the selection of the Company�s independent auditor (Item 2 of this Proxy Statement). The election of
Directors (Item 1 of this Proxy Statement) and the shareholder advisory vote on named executive officer compensation (Item 3 of this Proxy
Statement) are not considered to be routine matters, and your broker will not have discretion to vote on those matters unless you specifically
instruct your broker to do so by returning your signed voting instruction card. If you do not provide voting instructions to your broker, your
shares will not be voted for the election of any Director nominee or on any matter on which your broker does not have discretionary authority.

SCOTT A. SCHERFF

Corporate Secretary and
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Vice President � Ethics and Compliance

March 22, 2012

Important Notice Regarding the Availability of Proxy Materials for the 2012 Annual Meeting of Shareholders to be held on May 8,
2012: This Proxy Statement and our 2011 Annual Report to Shareholders are available on the Investors� section of our website
www.timken.com/investors.
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THE TIMKEN COMPANY

PROXY STATEMENT

The enclosed proxy is solicited by the Board of Directors of The Timken Company, an Ohio corporation (the �Company,� �we,� �our,� or �us�), in
connection with the 2012 Annual Meeting of Shareholders to be held on May 8, 2012, at 10:00 a.m. local time at our corporate offices, and at
any adjournments and postponements thereof, for the purpose of considering and acting upon the matters specified in the foregoing Notice. The
mailing address of our corporate offices is 1835 Dueber Avenue, S.W., Canton, Ohio 44706-2798. The approximate date on which this Proxy
Statement and proxy card will be first sent or given to our shareholders is March 22, 2012.

The Board of Directors is not aware that matters other than those specified in the foregoing Notice will be brought before the meeting for action.
However, if any such matters should be brought before the meeting, the persons appointed as proxies may vote or act upon such matters
according to their judgment.

ELECTION OF DIRECTORS

We presently have eleven Directors who, pursuant to our Amended Regulations, are divided into three classes with four Directors in Class I,
three Directors in Class II and four Directors in Class III. At the 2010 annual meeting, our shareholders approved an amendment to our
Regulations that eliminates, over a three-year period, the classified structure of our Board of Directors. The Directors elected at the 2010 annual
meeting were elected for a three-year term; Directors elected at the 2011 annual meeting were elected for a two-year term; and Directors elected
at the 2012 annual meeting will be elected for a one-year term. At the 2013 annual meeting and thereafter, all Directors will stand for election
for a one-year term. Accordingly, at the 2012 Annual Meeting of Shareholders, four Directors will be elected to serve in Class III for a one-year
term to expire at the 2013 annual meeting. Candidates for Director receiving the greatest number of votes will be elected. Abstentions and �broker
non-votes� (where a broker, other record holder, or nominee indicates on a proxy card that it does not have authority to vote certain shares on a
particular matter) will not be counted in the election of Directors and will not have any effect on the result of the vote.

Pursuant to the Majority Voting Policy of the Board of Directors, any Director who fails to receive a majority of the votes cast in his or her
election will submit his or her resignation to the Board of Directors promptly after the certification of the election results. The Board of Directors
and the Nominating and Corporate Governance Committee will then consider the resignation in light of any factors they consider appropriate,
including the Director�s qualifications and service record, as well as any reasons given by shareholders as to why they voted against (or withheld
votes from) the Director. The Board of Directors is required to determine whether to accept or reject the tendered resignation within 90 days
following the election and to disclose its decision on a Current Report on Form 8-K, as well as the reasons for rejecting any tendered resignation,
if applicable.

Subsequent to the 2012 Annual Meeting of Shareholders, assuming that all nominees are elected, we will continue to have eleven Directors who
will be divided into three classes with four Directors in Class I, three Directors in Class II and four Directors in Class III.

If any nominee becomes unable, for any reason, to serve as a Director, or should a vacancy occur before the election (which events are not
anticipated), the Directors then in office may substitute another person as a nominee or may reduce the number of nominees as they deem
advisable.

4
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ITEM NO. 1

ELECTION OF CLASS III DIRECTORS

The Board of Directors, by resolution at its February 10, 2012 meeting, based on the recommendation of the Nominating and Corporate
Governance Committee of the Board, nominated the four individuals set forth below to be elected Directors in Class III at the 2012 Annual
Meeting of Shareholders to serve for a term of one year expiring at the annual meeting in 2013 (or until their respective successors are elected
and qualified). All of the nominees have been previously elected as a Director by our shareholders. Each of the nominees listed below has
consented to serve as a Director if elected.

Unless otherwise indicated on any proxy, the persons named as proxies on the enclosed proxy card intend to vote the shares covered by such
proxy card in favor of the nominees named below.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE ELECTION OF THE NOMINEES NAMED BELOW.

NOMINEES

The following information, obtained in part from the respective nominees and in part from our records, describes the background and experience
of each nominee as of January 6, 2012.

Joseph W. Ralston, 68, has served as Vice Chairman of The Cohen Group, an organization that provides clients with comprehensive tools for
understanding and shaping their business, political, legal, regulatory and media environments, since 2003. General Ralston completed a
distinguished 37-year Air Force career as Commander, U. S. European Command and Supreme Allied Commander Europe, NATO in 2003.
Previously, General Ralston served as Vice Chairman of the Joint Chiefs of Staff, the nation�s second highest-ranking military officer. In his
current role, General Ralston is in a position to keep our Board of Directors advised on the rapidly changing global political environment, as
well as developments in the aerospace industry. As someone who was previously responsible for thousands of troops, General Ralston is familiar
with complex human resource issues. Additionally, with the increased regulatory oversight of corporate governance, General Ralston�s
understanding of the political environment in Washington provides the Board with a valuable perspective on current legislative developments.
He has served on the Board of Directors since 2003, and he also has served on the boards of Lockheed Martin Corporation and URS Corporation
since 2003.

John P. Reilly, 68, retired as the Chairman, President and Chief Executive Officer of Figgie International, an international diversified operating
company, in 1998. He has more than 30 years of experience in the automotive industry, where he has served as President and Chief Executive
Officer of a number of automotive suppliers, including Stant Corporation and Tenneco Automotive. He has also held leadership positions at the
former Chrysler Corporation and Navistar International and has served as President of Brunswick Corporation. His hands-on experience in the
automotive industry provides our Board with a key resource in a significant sector in which we compete. He also brings his knowledge of
financial and human resource issues gained through his 40 years of successful executive leadership to his role on the Board. He has served on
the Board of Directors since 2006. Mr. Reilly also serves as a director and non-executive chairman of both Exide Technologies and Material
Sciences Corporation, and he has been a director of each of those companies since 2004.

John M. Timken, Jr., 60, is a private investor who has been a successful entrepreneur for many years. A sample of Mr. Timken�s ventures
includes involvement in the cable television business and establishing one of the largest commercial mushroom farms in North America. He has
also been associated with, and an investor in, among others, a trucking concern, a plastic injection molding business and a chain of ophthalmic
laboratories. He is currently a director of a flexible packaging business of which he was one of the founders. Mr. Timken uses his substantial
financial acumen and varied business background to bring a candid and challenging approach to interaction with our management and
independent auditors. He has served on the Board of Directors since 1986. Mr. Timken is also a substantial long-term shareholder of the
Company.
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Jacqueline F. Woods, 64, retired as the President of Ameritech Ohio (subsequently renamed AT&T Ohio), a telecommunications company, in
2000. Prior to serving as President, she held positions in finance, operations, marketing, sales and government affairs in that company.
Mrs. Woods was inducted into the Ohio Women�s Hall of Fame in 1998. She brings an extensive, broad-based business background as the leader
of a large company to her role on the Board and her experience at a primarily consumer-oriented company provides a valuable perspective on
customer service. She has served on the Board of Directors since 2000, and she has served as a director of School Specialty, Inc. since 2006 and
The Andersons, Inc. since 1999.

CONTINUING DIRECTORS

The remaining seven Directors, named below, will continue to serve in their respective classes until their terms expire in 2013. The following
information, obtained in part from the respective Directors and in part from our records, describes the background and experience of each
Director as of January 6, 2012.

John M. Ballbach, 51, has served as President and Chief Executive Officer of VWR International, LLC, a leading global laboratory supply
company, since 2005 and was appointed Chairman of the Board of that company in 2007. Mr. Ballbach joined the Valspar Corporation in 1990
and progressed through a series of management positions to become its President and Chief Operating Officer from 2002 until 2004.
Mr. Ballbach�s global perspective and experience in supply chain management are particularly helpful to the Board as we continue to sharpen our
focus on growth opportunities in diverse industrial markets with strong aftermarket potential. He has served on the Board of Directors since
2009.

Phillip R. Cox, 64, has been the President and Chief Executive Officer of Cox Financial Corporation, a financial services company that he
founded, for over 35 years. In addition to his service on our Board of Directors since 2004, Mr. Cox is currently non-executive Chairman of
Cincinnati Bell, and he has served as a director there since 1993. He also has served as a director of Touchstone Mutual Funds since 1994 and
Diebold, Incorporated since 2005. Mr. Cox formerly served as a director of Duke Energy Corporation from 2006 to 2008, and prior to its merger
with Duke Energy, Cinergy Corp. from 1994 to 2005. With his life-long background of dealing with financial matters, Mr. Cox brings
significant acumen to the Board.

James W. Griffith, 58, has served as the President and Chief Executive Officer of The Timken Company (the �CEO�) since 2002. Mr. Griffith
joined the Company in 1984 and has held positions as plant manager, Vice President of Manufacturing in North America and Managing Director
of our business in Australia. From 1996 to 1999, he led our automotive business in North America and our bearing business activities in Asia
and Latin America. He was elected President and Chief Operating Officer in 1999. Since that time, Mr. Griffith has led a transformation of the
Company focused on continuously increasing value for customers and our shareholders. With Mr. Griffith�s broad experience and deep
understanding of the Company, and as the CEO, he is a key Director for us. He has served on the Board of Directors since 1999. He also has
been a director of Goodrich Corporation since 2002.

John A. Luke, Jr., 63, is the Chairman and Chief Executive Officer of MeadWestvaco Corporation, a leading global producer of packaging,
coated and specialty papers, consumer and office products and specialty chemicals. He has held that position since 2003. Mr. Luke worked in a
number of areas of Westvaco Corporation earlier in his career, including treasury, marketing and international sales, before joining its executive
ranks in 1990. He led the process of merging the Westvaco Corporation with the Mead Corporation in 2002 to create MeadWestvaco
Corporation, a large transformative transaction. As Chief Executive Officer of a company that was founded by his ancestors in 1888, Mr. Luke
brings an under-standing of the evolution of a family business into a global corporation. Mr. Luke�s leadership of a large, public global company
and his experience in dealing with the issues facing such a company make him well-positioned for his role as a Director. He has served on the
Board of Directors since 1999. Mr. Luke also has served as a director of The Bank of New York Mellon Corporation since 2007 and
MeadWestvaco Corporation since 2002.

Frank C. Sullivan, 51, has held the position of Chairman and Chief Executive Officer of RPM International Inc., a world leader in specialty
coatings, since 2008. He was appointed RPM�s Chief Executive Officer in 2002, prior to which he held positions in sales and corporate
development before becoming Chief Financial Officer in 1993. He held various positions in the areas of commercial lending and corporate
finance in the banking industry before joining RPM in 1987. With Mr. Sullivan�s extensive financial background, he serves
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as the financial expert for our Audit Committee. As Chief Executive Officer of a major public company, Mr. Sullivan possesses invaluable
experience to deal with the wide range of issues facing us, and he is particularly knowledgeable in the area of acquisitions due to the substantial
level of activity by RPM in that area. Grandson of the founder of RPM, Mr. Sullivan also brings to the Board knowledge and understanding of
the evolution of a family business into a large public company. He has served on the Board of Directors since 2003, and he has been a director of
RPM International, Inc. since 1995.

Ward J. Timken, 69, currently serves as President of The Timken Foundation of Canton, a private charitable foundation that promotes civic
betterment through capital fund grants. He has held that position since 2004. The Timken Foundation is not affiliated with The Timken
Company. During his 36-year career with the Company before retiring in 2003, Mr. Timken worked in steel operations, corporate development
and human resources. For many years he was responsible for community relations and was regarded as the �face of the company� in plant
locations globally. He traveled extensively during his career, becoming very familiar with our global manufacturing operations, and he brings a
wealth of knowledge regarding our history and capabilities to his position as a member of the Board of Directors. He has served on the Board
since 1971. Mr. Timken is also a substantial long-term shareholder of the Company. Ward J. Timken is the father of Ward J. Timken, Jr. and the
cousin of John M. Timken, Jr.

Ward J. Timken, Jr., 44, is Chairman of the Board of Directors of The Timken Company (the �Chairman�). He has held that position since 2005.
In his previous position as President of our Steel Business, he led the business in 2004 to 2005 to record levels of profitability at the time and
positioned it for even better subsequent performance. He also served as our Corporate Vice President from 2000 to 2003 and was responsible for
strategy development. He played a pivotal role in the acquisition and integration of The Torrington Company in 2003, the largest acquisition in
our history. His other positions at the Company included key postings in Europe and Latin America in the 1990s. Before joining us in 1992, he
opened and managed the Washington, D.C. office of McGough & Associates, a Columbus, Ohio-based government affairs consulting firm.
Mr. Timken�s broad-based experience has given him an excellent understanding of our business that positions him to provide outstanding
leadership as the Chairman. He has served on the Board of Directors since 2002. Mr. Timken is also a substantial long-term shareholder of the
Company.

Independence Determinations

The Board of Directors has adopted the independence standards of the New York Stock Exchange listing requirements for determining the
independence of Directors. The Board has determined that the following continuing Directors and Director nominees meet those independence
standards: John M. Ballbach, Phillip R. Cox, John A. Luke, Jr., Joseph W. Ralston, John P. Reilly, Frank C. Sullivan, John M. Timken, Jr., and
Jacqueline F. Woods. With respect to John M. Timken, Jr., the Board determined that his family relationship to Ward J. Timken and Ward J.
Timken, Jr. does not impair his independence.

Related Party Transactions Approval Policy

Our Directors and executive officers are subject to our Standards of Business Ethics, which requires that any potential conflicts of interest, such
as significant transactions with related parties, be reported to our General Counsel. Our Directors and executive officers are also subject to the
Timken Policy Against Conflicts of Interest, which requires that an employee or Director avoid placing himself or herself in a position in which
his or her personal interests could interfere in any way with our interests. While not every situation can be identified in a written policy, the
Timken Policy Against Conflicts of Interest does specifically prohibit the following situations:

� competing against the Company;

� holding a significant financial interest in a company doing business with or competing with the Company;

� accepting gifts, gratuities or entertainment from any customer, competitor or supplier of goods or services to the Company, except to
the extent they are customary and reasonable in amount and not in consideration for an improper action by the recipient;

� using for personal gain any business opportunities that are identified through a person�s position with the Company;
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� using the Company�s property other than in connection with our business;

� maintaining other employment or a business that adversely affects a person�s job performance at the Company; and

� doing business on the Company�s behalf with a relative or another company employing a relative.
In the event of any potential conflict of interest, pursuant to the charter of the Nominating and Corporate Governance Committee and the
provisions of the Standards of Business Ethics and the Timken Policy Against Conflicts of Interest, the Nominating and Corporate Governance
Committee would review and, considering such factors as it deems appropriate under the circumstances, make a determination as to whether to
grant a waiver to the policies for any such situation. Any waiver would be promptly disclosed to shareholders.

During 2011, the Company made purchases of electric motor repair services in the ordinary course of business from Hannon Electric Company
(�HEC�) totaling approximately $296,000. The wife and two minor children of Christopher A. Coughlin, our President � Process Industries, have
minority interests in HEC and Mr. Coughlin�s father-in-law and mother-in-law are the majority owners of HEC. The Nominating and Corporate
Governance Committee determined that the payments to HEC during 2011 were de minimis, both to HEC and the Company, that the terms of
the purchases from HEC were no more favorable to HEC than terms generally available to any other third-party supplier to the Company, and
that Mr. Coughlin exercises no influence over the Company�s relationship with HEC.

Board and Committee Meetings

The Board of Directors has an Audit Committee, a Compensation Committee, and a Nominating and Corporate Governance Committee. During
2011, there were eight meetings of the Board of Directors, ten meetings of its Audit Committee, three meetings of its Compensation Committee
and three meetings of its Nominating and Corporate Governance Committee. All nominees for Director and all continuing Directors attended 75
percent or more of the meetings of the Board and its committees on which they served. It is our policy that all members of the Board of Directors
attend the annual meeting of shareholders and in 2011 all members attended the meeting. At each regularly scheduled meeting of the Board of
Directors, the nonemployee Directors and the independent Directors also meet separately in executive sessions.

DIRECTOR COMPENSATION

Cash Compensation

Each nonemployee Director who served in 2011 was paid at the annual rate of $80,000 for services as a Director. At its meeting on February 10,
2012, the Board of Directors approved an additional annual fee of $10,000 for the Lead Director (as defined below) beginning January 1, 2012.
In addition to base compensation, the following fees are paid for serving on a committee of the Board.

Committee Chairperson Fee Member Fee
Audit $30,000 $15,000
Compensation $15,000 $  7,500
Nominating & Corporate Governance $15,000 $  7,500
Stock Compensation

Each nonemployee Director serving at the time of our Annual Meeting of Shareholders on May 10, 2011, received a grant of 3,100 shares of our
common stock under The Timken Company 2011 Long-Term Incentive Plan (the �Long-Term Incentive Plan�) following the meeting. The shares
received are required to be held by each nonemployee Director until his or her departure from the Board of Directors. Upon election to the
Board, each new nonemployee Director receives a grant of 2,000 restricted shares of our common stock under the Long-Term Incentive Plan,
which vest one-fifth annually over a five-year period. No such grants were made in 2011.
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The Compensation Committee of the Board of Directors has adopted stock ownership guidelines that require Directors to own 8,000 shares of
our common stock. As of December 31, 2011, all of our Directors met their ownership requirements.

Compensation Deferral

Any Director may elect to defer the receipt of all or a specified portion of his or her cash and/or stock compensation in accordance with the
provisions of the Director Deferred Compensation Plan. Pursuant to the plan, cash fees can be deferred and paid at a future date requested by the
Director. The amount will be adjusted based on investment crediting options, which include interest earned quarterly at a rate based on the prime
rate plus one percent or the total shareholder return of our common stock, with amounts paid either in a lump sum or in installments in cash.
Stock compensation can be deferred to a future date and paid either in a lump sum or installments and is payable in shares plus a cash amount
representing dividend equivalents during the deferral period.

2011 DIRECTOR COMPENSATION TABLE

The following table provides details of nonemployee Director compensation in 2011:

Name

(1)
    Fees Earned or    

Paid in Cash
    Stock Awards    

(2) Total
John M. Ballbach $ 95,000 $ 165,323 $ 260,323
Phillip R. Cox $ 95,000 $ 165,323 $ 260,323
Jerry J. Jasinowski $ 35,625 $ 0 $ 35,625
John A. Luke, Jr. $ 102,500 $ 165,323 $ 267,823
Joseph W. Ralston $ 102,500 $ 165,323 $ 267,823
John P. Reilly $ 102,500 $ 165,323 $ 267,823
Frank C. Sullivan $ 117,500 $ 165,323 $ 282,823
John M. Timken, Jr. $ 95,000 $ 165,323 $ 260,323
Ward J. Timken $ 80,167 $ 165,323 $ 245,490
Jacqueline F. Woods $ 95,000 $ 165,323 $ 260,323

(1) Ward J. Timken, Jr., Chairman, and James W. Griffith, CEO, are not included in this table as they are employees of the Company and
receive no compensation for their services as Directors. Jerry J. Jasinowski retired from the Board of Directors effective May 10, 2011.

(2) The amount shown for each Director is the grant date fair value of the award of 3,100 shares of our common stock made on May 10, 2011,
as computed in accordance with FASB ASC Topic 718. These awards vested upon grant.

A portion of the compensation for the Directors until 2005 included stock option grants. As of December 31, 2011, the following individuals had
the following number of outstanding options and unvested restricted shares:

Name     Outstanding Options        Unvested Restricted Shares    
John M. Ballbach 0 1,200
Phillip R. Cox 0 0
John A. Luke, Jr. 9,000 0
Joseph W. Ralston 6,000 0
John P. Reilly 0 0
Frank C. Sullivan 0 0
John M. Timken, Jr. 0 0
Ward J. Timken 0 0
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BOARD LEADERSHIP STRUCTURE

Our senior leadership is shared between two executive positions � the CEO and the Chairman. Both leaders are actively engaged on significant
matters affecting the Company, such as long-term strategy. The CEO focuses on all aspects of our operation, while the Chairman has a greater
focus on our governance, including oversight of the Board of Directors. The positions of CEO and Chairman have been separate for over 80
years, with limited exceptions. We believe this balance of shared leadership between the two positions is a strength for us. It also provides the
opportunity for consistent leadership as either person could assume the duties of the other should the need arise on an emergency basis.

Our independent Directors annually select a lead Director (�Lead Director�) whose duties include: (a) developing agendas for, and presiding over,
the executive sessions of the independent Directors; (b) reporting the results of the executive sessions to the CEO and Chairman; (c) providing
feedback as required to the other Directors on the issues discussed with the CEO and Chairman; (d) serving as a liaison with the CEO, Chairman
and the independent Directors; (e) presiding at all meetings of the Board at which the Chairman is not present; (f) approving information sent to
the Board; (g) approving agendas for Board meetings; (h) approving Board meeting schedules to ensure that there is sufficient time for
discussion of all agenda items; (i) calling meetings of the independent Directors; and (j) ensuring that he or she is available for consultation and
direct communications with major shareholders as appropriate. At the executive session of the independent Directors on December 9, 2011, the
independent Directors elected Joseph W. Ralston, chairman of the Nominating and Corporate Governance Committee, to serve as Lead Director
until the Annual Meeting of Shareholders in 2012. At that time, the independent Directors will elect a Lead Director to serve for the following
year until the Annual Meeting of Shareholders in 2013.

RISK OVERSIGHT

The Board of Directors primarily relies on its Audit Committee for oversight of the Company�s risk management. The Audit Committee regularly
reviews issues that present particular risks to the Company, including those involving competition, customer demands, economic conditions,
planning, strategy, finance, sales and marketing, products, information technology, facilities and operations, supply chain or legal matters. The
full Board also reviews these issues as appropriate. The Board believes that this approach, supported by our senior leadership structure, provides
appropriate checks and balances against undue risk taking.

AUDIT COMMITTEE

We have a standing Audit Committee that has oversight responsibility with respect to our independent auditors and the integrity of our financial
statements. The Audit Committee is composed of Frank C. Sullivan (Audit Committee Chairman), John M. Ballbach, Phillip R. Cox, John P.
Reilly, and John M. Timken, Jr. Our Board of Directors has determined that each member of the Audit Committee is financially literate and
independent as defined in the listing standards of the New York Stock Exchange. Our Board of Directors has determined that Frank C. Sullivan
qualifies as the Audit Committee financial expert.

The Audit Committee�s charter is available on our website at www.timken.com/investors/governance.

AUDIT COMMITTEE REPORT

The Audit Committee has reviewed and discussed with management and our independent auditors the audited financial statements contained in
our Annual Report on Form 10-K for the fiscal year ended December 31, 2011. The Audit Committee has also discussed with our independent
auditors the matters required to be discussed pursuant to Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards,
Vol. 1. AU section 380), as adopted by the Public Company Accounting Oversight Board in Rule 3200T.
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The Audit Committee has received and reviewed the written disclosure and the letter from our independent auditors required by applicable
requirements of the Public Company Accounting Oversight Board regarding the independent accountant�s communications with the Audit
Committee concerning independence, has discussed with our independent auditors such independent auditors� independence, and has considered
the compatibility of non-audit services with the auditors� independence.

Based on the review and discussions referred to above, the Audit Committee recommended to our Board of Directors that the audited financial
statements be included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2011, filed with the Securities and Exchange
Commission.

Frank C. Sullivan (Audit Committee Chairman)

John M. Ballbach

Phillip R. Cox

John P. Reilly

John M. Timken, Jr.

COMPENSATION COMMITTEE

We have a standing Compensation Committee that establishes and administers our policies, programs and procedures for compensating our
senior management and Board of Directors. Members of the Compensation Committee are John A. Luke, Jr. (Compensation Committee
Chairman), Joseph W. Ralston, John P. Reilly, and Jacqueline F. Woods. Our Board of Directors has determined that all members of the
Compensation Committee are independent as defined in the listing standards of the New York Stock Exchange.

With the guidance and approval of the Compensation Committee, we have developed compensation programs for our executive officers,
including the CEO and the other executive officers named in the Summary Compensation Table, that are intended to enable us to attract, retain
and motivate superior quality executive management; reward executive management for financial performance and the achievement of strategic
objectives; and align the financial interests of executive management with those of our shareholders. The Compensation Committee determines
specific compensation elements for the CEO and the Chairman and considers and acts upon recommendations made by the CEO and the
Chairman regarding the other executive officers.

The agenda for meetings of the Compensation Committee is determined by its Chairman with the assistance of the Senior Vice President �
Human Resources and Organizational Advancement. The meetings are regularly attended by the Chairman, CEO, Senior Vice President � Human
Resources and Organizational Advancement, and Vice President � Total Rewards. At each meeting, the Compensation Committee meets in
executive session. The Chairman of the Compensation Committee reports the Committee�s actions regarding compensation of executive officers
to the full Board of Directors. Our Human Resources and Organizational Advancement department supports the Compensation Committee in its
duties and may be delegated certain administrative duties in connection with our compensation programs. The Committee has the sole authority
to retain and terminate compensation consultants to assist in the evaluation of Director or executive officer compensation and the sole authority
to approve the fees and other retention terms of any compensation consultants. The Compensation Committee has engaged Towers Watson, a
global professional services firm, to conduct annual reviews of its total compensation programs for executive officers and, from time-to-time, to
review the total compensation of Directors. Towers Watson also provides information to the Compensation Committee on trends in executive
compensation and other market data.

With respect to Director compensation, as stated above, the Compensation Committee periodically engages Towers Watson to conduct reviews
of total Director compensation, and the Committee then recommends to the full Board of Directors changes in Director compensation that will
enhance our ability to attract and retain qualified Directors.

In January 2010, the firm of Towers Watson was created by the merger of Towers Perrin and Watson Wyatt. Towers Perrin had served as an
advisor to the Compensation Committee for close to 20 years and was directly engaged by and accountable to the Committee. Watson Wyatt had
been our long-time independent actuary. During fiscal 2011, Towers Watson was paid $270,000 for executive compensation advice and
$2,454,000 for actuarial and other services to us and our benefit plans.
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The Compensation Committee has concluded that the advice received by the Committee from Towers Watson continues to be objective,
unbiased, and independent. The Committee�s careful oversight of the relationship with Towers Watson with respect to compensation advice
mitigates the possibility that management could potentially misuse the actuarial engagement to influence Towers Watson�s compensation work
for the Committee. The Committee annually reviews the charges to the Company from Towers Watson for executive compensation advice and
other services for the preceding three years along with an estimate of services for the coming year. Additionally, Towers Watson has adopted
internal safeguards to ensure that its executive compensation unit is maintained separately from its actuarial business.

The Compensation Committee also plays an active role in our executive officer succession planning process. The Committee meets regularly
with senior management to ensure that an effective succession process is in place and to discuss potential successors for executive officers. As
part of this process, executive officer position profiles are updated to highlight the key skills required to meet future demands, and potential
successors are evaluated and development plans are reviewed. At the end of each year, the Committee reviews the performance of the executive
officers and potential successors. The Committee�s succession planning activities are discussed with the full Board in executive session.

The Compensation Committee�s charter is available on our website at www.timken.com/investors/governance.

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis (the �CD&A�) for the year ended
December 31, 2011 with our management. Following the review and discussion referred to above, the Compensation Committee recommended
to our Board of Directors, and our Board approved, the inclusion of the CD&A in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2011 and this Proxy Statement for filing with the Securities and Exchange Commission.

John A. Luke, Jr. (Compensation Committee Chairman)

Joseph W. Ralston

John P. Reilly

Jacqueline F. Woods

NOMINATING AND CORPORATE GOVERNANCE COMMITTEE

We have a standing Nominating and Corporate Governance Committee that is responsible for, among other things, evaluating new Director
candidates and incumbent Directors and recommending Directors to serve as members of our Board committees. Members of the Nominating
and Corporate Governance Committee are Joseph W. Ralston (Nominating and Corporate Governance Committee Chairman), John A. Luke, Jr.,
Frank C. Sullivan and Jacqueline F. Woods. Our Board of Directors has determined that all members of the Committee are independent as
defined in the listing standards of the New York Stock Exchange.

Director candidates recommended by our shareholders will be considered in accordance with the criteria outlined below. In order for a
shareholder to submit a recommendation, the shareholder must deliver a communication by registered mail or in person to the Nominating and
Corporate Governance Committee, c/o The Timken Company, 1835 Dueber Avenue, S.W., P.O. Box 6932, Canton, Ohio 44706-0932. Such
communication should include the proposed candidate�s qualifications, any relationship between the shareholder and the proposed candidate, and
any other information that the shareholder would consider useful for the Nominating and Corporate Governance Committee to consider in
evaluating such candidate.

The Board of Directors General Policies and Procedures provide that the general criteria for Director candidates include, but are not limited to,
the highest integrity and ethical standards, the ability to provide wise and informed guidance to management, a willingness to pursue thoughtful,
objective inquiry on important issues before the Company, and a range of experience and knowledge commensurate with our
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needs as well as the expectations of knowledgeable investors. The Nominating and Corporate Governance Committee utilizes a variety of
sources to identify possible Director candidates, including professional associations and Board member recommendations. In evaluating
candidates to recommend to the Board of Directors, the Nominating and Corporate Governance Committee considers factors consistent with
those set forth in the Board of Directors General Policies and Procedures, including whether the candidate enhances the diversity of the Board.
Such diversity includes professional background and capabilities, knowledge of specific industries and geographic experience, as well as the
more traditional diversity concepts of race, gender and national origin. The attributes of the current Directors and the needs of the Board and the
Company are evaluated whenever a Board vacancy occurs, and the effectiveness of the nomination process, including whether that process
enhances the Board�s diversity, is evaluated each time a candidate is considered. The Nominating and Corporate Governance Committee is also
responsible for reviewing the qualifications of, and making recommendations to the Board of Directors for, Director nominations submitted by
our shareholders. All Director nominees are evaluated in the same manner by the Nominating and Corporate Governance Committee, without
regard to the source of the nominee recommendation.

The Nominating and Corporate Governance Committee also plans for Director succession. The Committee regularly reviews the appropriate size
of the Board and whether any vacancies are expected due to retirement or otherwise. In the event that vacancies are anticipated, or otherwise
arise, the Committee considers potential Director candidates. As part of this process, the Committee assesses the skills and attributes of our
Board as a whole and of each individual Director and evaluates whether prospective candidates possess complementary skills and attributes that
would strengthen our Board.

The Nominating and Corporate Governance Committee�s charter is available on our website at www.timken.com/investors/governance.

Our code of business conduct and ethics, called the �Standards of Business Ethics,� and our corporate governance guidelines, called the �Board of
Directors General Policies and Procedures,� are reviewed annually by the Nominating and Corporate Governance Committee and are available on
our website at www.timken.com/investors/governance.

13
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BENEFICIAL OWNERSHIP OF COMMON STOCK

The following table shows, as of January 6, 2012, the beneficial ownership of our common stock by each continuing Director, nominee for
Director and executive officer named in the Summary Compensation Table on page 28 of this Proxy Statement, and by all continuing Directors,
nominees for Director and executive officers as a group. Beneficial ownership of our common stock has been determined for this purpose in
accordance with Rule 13d-3 under the Securities Exchange Act of 1934 and is based on the sole or shared power to vote or direct the voting or to
dispose or direct the disposition of our common stock. Beneficial ownership as determined in this manner does not necessarily bear on the
economic incidents of ownership of our common stock.

Amount and Nature of Beneficial Ownership of Common  Stock

Name

Sole Voting
    or Investment    

Power (1)

Shared Voting
    or Investment    

Power
Aggregate

    Amount  (1)
    Percent of    

Class
John M. Ballbach 14,232 0 14,232 *
Christopher A. Coughlin 96,802 0 96,802 *
Phillip R. Cox 17,600 0 17,600 *
Glenn A. Eisenberg 102,073 0 102,073 *
James W. Griffith 1,110,901 0 1,110,901 1.1%
John A. Luke, Jr. 38,030 0 38,030 *
Salvatore J. Miraglia, Jr. 126,840 0 126,840 *
Joseph W. Ralston 33,630 0 33,630 *
John P. Reilly 27,520 0 27,520 *
Frank C. Sullivan 29,427 0 29,427 *
John M. Timken, Jr. 581,840(2) 889,449(3) 1,471,289(2)(3) 1.5%
Ward J. Timken 469,269 5,792,002(3) 6,261,271(3) 6.4%
Ward J. Timken, Jr. 896,705 5,159,754(3) 6,056,459(3) 6.2%
Jacqueline F. Woods 21,247 0 21,247 *
All Directors, nominees for Director and executive officers as a
Group (4) 3,709,178 6,230,261 9,939,439 10.0%

* Percent of class is less than 1%.
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(1) The following table provides additional details regarding beneficial ownership of our common stock:

Name
    Outstanding    

Options (a)

    Vested Deferred    
Restricted
Shares (b)

Deferred
Common

    Shares (b)    
John M. Ballbach 0 0 0
Christopher A. Coughlin 60,450 0 0
Phillip R. Cox 0 2,000 3,500
Glenn A. Eisenberg 45,550 0 0
James W. Griffith 754,075 20,000 0
John A. Luke, Jr. 9,000 0 0
Salvatore J. Miraglia, Jr. 39,850 10,000 0
Joseph W. Ralston 6,000 0 12,000
John P. Reilly 0 0 4,000
Frank C. Sullivan 0 2,000 0
John M. Timken, Jr. 0 0 0
Ward J. Timken 0 0 0
Ward J. Timken, Jr. 574,350 0 0
Jacqueline F. Woods 3,000 0 10,000

(a) Includes the shares which the individual named in the table has the right to acquire on or before March 6, 2012 through the exercise
of stock options pursuant to the Long-Term Incentive Plan. Including those listed, all Directors, nominees for Director, and executive
officers as a group have the right to acquire 1,567,500 shares on or before March 6, 2012, through the exercise of stock options
pursuant to the Long-Term Incentive Plan. These shares have been treated as outstanding for the purpose of calculating the
percentage of the class beneficially owned by such individual or group, but not for the purpose of calculating the percentage of the
class owned by any other person.

(b) Awarded as annual grants under the Long-Term Incentive Plan, which will not be issued until a later date under The Director
Deferred Compensation Plan. The Vested Deferred Restricted Shares held by James W. Griffith and Salvatore J. Miraglia, Jr. are
deferred under the 1996 Deferred Compensation Plan.

(2) Includes 197,886 shares for which John M. Timken, Jr. has sole voting and investment power as trustee of three trusts created as the result
of distributions from the estate of Susan H. Timken.

(3) Includes shares for which another individual named in the table is also deemed to be the beneficial owner, as follows: John M. Timken, Jr. �
460,000; Ward J. Timken � 5,610,944; Ward J. Timken, Jr. � 5,150,944.

(4) The number of shares beneficially owned by all Directors, nominees for Director and executive officers as a group has been calculated to
eliminate duplication of beneficial ownership. This group consists of 17 individuals.
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The following table gives information known to us about each beneficial owner of more than 5 percent of our common stock as of January 6,
2012, unless otherwise indicated below.

Beneficial Owner Amount   Percent of Class  

Timken family (1) 10,100,222 shares 10.3%
BlackRock, Inc. (2) 4,961,139 shares 5.1%
Participants in The Timken Company Savings and Investment Pension Plan (3) 5,288,621 shares 5.4%

(1) Members of the Timken family, including John M. Timken, Jr., Ward J. Timken and Ward J. Timken, Jr., have in the aggregate sole or
shared voting and dispositive power with respect to 10,100,222 (10.3%) shares of our common stock, which includes 574,350 shares that
Ward J. Timken, Jr., has the right to acquire on or before March 6, 2012. The Timken Foundation of Canton, 200 Market Avenue, North,
Suite 210, Canton, Ohio 44702, holds 5,097,944 of these shares, representing 5.2 percent of our outstanding common stock. Ward J.
Timken, Joy A. Timken, Ward J. Timken, Jr., William R. Timken, Jr. and Jeffrey A. Halm are trustees of the Foundation and share the
voting and investment power with respect to such shares.

There are no voting agreements or other arrangements among the members of the Timken family regarding the 10,100,222 shares of our
common stock and, accordingly, the members of the Timken family shall not be deemed a �group� for purposes of Rule 13d-3 under the
Securities Exchange Act of 1934 with respect to such shares. Accordingly, each member of the Timken family disclaims beneficial
ownership of any shares of our common stock as to which such member does not have sole or shared voting or investment power.

(2) A filing with the Securities and Exchange Commission dated February 8, 2012, by BlackRock, Inc., 40 East 52nd Street, New York, NY
10022, indicated that it has sole voting and investment power over 4,961,139 shares, representing 5.1 percent, of our outstanding common
stock.

(3) Trustee of the plan is J. P. Morgan Retirement Plan Services LLC, P.O. Box 419784, Kansas City, MO 64179-0654.
COMPENSATION DISCUSSION AND ANALYSIS

Executive Summary

The Company�s success depends largely on the contributions of motivated, focused and energized people all working to achieve our strategic
objectives. This understanding shapes our approach to providing a competitive total compensation package to our CEO and the other executive
officers named in the Summary Compensation Table (the �named executive officers�) that:

� enables the Company to attract, retain and motivate superior quality executive management;

� rewards executive management for financial performance and achievement of strategic objectives; and

� aligns the financial interests of executive management with those of our shareholders.
The Company uses a balance of short-term and long-term incentives as well as cash and non-cash compensation to meet these objectives. The
elements of executive compensation consist of base salary, annual incentives, long-term incentives including performance units, stock options
and performance shares, retirement income programs and other benefits. Each element of compensation meets one or more of the objectives
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2011 Business Performance

The Compensation Committee believes that our executive compensation for 2011 was consistent with our compensation objectives and
demonstrates a long-standing focus on pay for performance at all levels. The reported executive compensation reflects changes made to target
opportunities to track market practices, payments commensurate with our strong operating performance and changes in the accounting value of
pension obligations.
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The combined effect of the actions taken by management in recent years to improve both the Company�s market exposure and its internal
operating performance drove the Company to record levels of sales and profitability in 2011. Sales for 2011 were $5.2 billion, an increase of 28
percent over 2010. Earnings per diluted share for 2011 were $4.59, up 65 percent over 2010. In addition, the Company maintained its
considerable liquidity and strong balance sheet.

2011 Target Pay Adjustments

The Compensation Committee approved the following pay changes with respect to executive compensation targets for the named executive
officers in 2011:

Salary: The CEO received a base salary increase of 3.9 percent in 2011. The other named executive officers received base salary increases
ranging from 2.5 percent to 3.7 percent, which is within the range of salary adjustments for all Company employees. The base salary increases
were made to maintain alignment with market practice and were effective March 1, 2011. See �Base Salary� below.

Annual Performance Award: The target annual bonus opportunities for the CEO and the Chairman for 2011 were increased from 100 percent to
115 percent of base salary to better align the targets with market practice. The target opportunities for the other named executive officers
remained unchanged for 2011. See �Annual Performance Award� below.

Long-Term Incentives: The named executive officers received target long-term incentive awards in 2011 with values ranging from
approximately $1.1 million to $4.8 million. The target value of performance shares and nonqualified stock options was increased in 2011 for the
CEO and the Chairman to better align with market practice. See �Long-Term Incentives� below.

CEO Total Pay: The CEO�s target pay for 2011 positioned his total pay package slightly below the 50th percentile as defined using the process
described below in the �Pay Setting Process� section of this CD&A.

The table below shows the year-to-year change in targeted compensation for the CEO in 2011 compared to 2010:

Target Compensation 2010 2011 % Change
Base Salary $ 1,025,000 $ 1,058,000 3%1

Target Annual Incentive $ 1,025,000 $ 1,217,000 19%
Target Long-Term Incentives2 $ 4,768,000 $ 4,754,000 0%
Target Total Direct Compensation $ 6,818,000 $ 7,029,000 3%

1 Represents the 2011 impact of a 3.9 percent base salary increase on March 1, 2011

2 Reflects target performance unit value plus grant date fair values for performance shares and nonqualified stock options, as disclosed
2011 Incentive Compensation

In addition to total shareholder return, there are a variety of factors that we believe reflect Company performance over both short-term and
long-term periods. These factors include earnings before interest and taxes as a percentage of beginning invested capital (�EBIT/BIC�), return on
invested capital and earnings per share, among other things. The Company achieved record operating results with respect to a number of these
factors during 2011. These results drove the following incentive compensation awards for performance periods ending on December 31, 2011:

� Annual performance awards were paid at 173 percent of target for each of the named executive officers, reflecting record corporate
EBIT/BIC performance as well as strong working capital management and customer service levels;
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� Performance unit awards, which are based on return on invested capital and earnings per share, were earned at above target levels
given our record levels of performance. Payments for the 2009 to 2011 performance period were earned at 146 percent of target and
payments for the 2011 portion of the 2010 to 2012 period were earned at 150 percent of target; and

� Stock and option grant values reported in the Summary Compensation Table are higher than the targeted values due to the Company�s
strong stock price on the date of grant. The number of options and shares granted was based on the Company�s average stock price for
the six months prior to the grant, whereas the reported grant value is based on the stock price on the date of grant only. The Company
has used this averaging practice the past three years, with the net effect over that period being aggregate grant values that were below
our targeted values.

Long-Term Realized Pay

While most individual pay decisions are based on an annual timetable, the Compensation Committee takes a longer-term view of how pay and
performance are linked for executives. In addition, the Committee primarily focuses on the pay realized by executives as a result of performance,
not just the values we are required to report in the Summary Compensation Table and its supporting tables. The values in those tables, while
important, only tell a portion of the story as they reflect accounting values of different program elements, not realized values. In addition, in the
case of pension values, they are influenced by factors such as changes in interest rates, not just changes in the underlying benefit levels or
program design.

The table below shows the value of realized compensation for the CEO from 2009 through 2011, as well as the performance of the Company on
the primary incentive metrics tracked by the Company. While not a substitute for the Summary Compensation Table, this table provides what we
believe is an accurate depiction of the relationship between pay and performance at the Company, and shows strong alignment between the two.
During this time period, the Company increased shareholder wealth by over $2 billion through increases in stock price and the payment of
dividends.

2009 2010 2011
Realized Compensation
Base Salary $ 985,581 $ 1,025,004 $ 1,058,334
Annual Bonus Paid $ 0 $ 2,050,000 $ 2,105,921
Performance Units Payout $ 0 $ 512,502 $ 2,518,435
Gains from Option Exercises $ 0 $ 4,582,890 $ 1,939,867
Value of Stock Awards Vesting $ 471,296 $ 548,324 $ 1,107,115
Total $ 1,456,877 $ 8,718,720 $ 8,729,672

Performance1

Corporate EBIT/BIC -1.7% 17.1% 26.6%
Return on Invested Capital -1.2% 13.3% 19.5%
Earnings per Share $ (0.64) $ 2.73 $ 4.59
1-Year TSR 24.1% 104.5% -17.5%

1 Reconciliation of corporate EBIT/BIC and return on invested capital to their respective U.S. GAAP equivalents is contained in Appendix
A.

In addition, during 2011, as a result of a decline in the Company�s stock price during the year, the aggregate value of the outstanding stock
options, restricted shares and performance shares granted to the CEO between 2008 and 2010 declined by approximately $5.8 million. This
decline in value, which does not include the decline in value of the other shares owned by the CEO, further reinforces the performance
orientation of our program and the alignment of interests between our executives and our shareholders.

The primary differences between the total amounts shown in this table and in the Summary Compensation Table is that this table reflects actual
gains from option exercises and stock vesting as opposed to the grant date fair value of stock and options awards, and this table does not reflect
increases in pension values and perquisites and certain other compensation amounts that are shown in the Summary Compensation Table.
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Governance Actions in 2011

In addition to these pay actions, the Company also made changes to strengthen its compensation programs to reflect best practices in governance
of executive pay:

� Eliminated tax gross-up for perquisites for executive officers effective January 1, 2011;

� Modified equity grant agreements to require double-trigger vesting in the event of a change in control of the Company for all future
awards; and

� Adopted a revised Long-Term Incentive Plan, submitted to shareholders in 2011, that enabled implementation of clawbacks for
equity incentives.

Alignment of Pay and Performance

The Compensation Committee recognizes that 2011 was an outstanding year for the Company, despite challenging economic conditions in many
of the markets served by the Company. Although the Company�s total shareholder return for 2011 underperformed total shareholder return in
2010 and 2009, the Compensation Committee recognizes that actions taken by management in recent years drove the Company to reach the
record levels of sales and profitability seen in 2011. As a result, realized pay was aligned with these strong results. In addition, the Company�s
three-year annualized total shareholder return of 28 percent and five-year annualized total shareholder return of 8.2 percent demonstrate that the
Company is creating long-term value for its shareholders that is aligned with pay increases over these periods. The Compensation Committee
also believes that the compensation decisions made in light of the Company�s strong performance, as well as the longer-term implication of past
and present compensation decisions, demonstrate a strong, sustained commitment to paying for performance.

Executive Compensation Program Design

The Company designs its executive compensation programs to ensure they are aligned with competitive market practices, the Company�s
emphasis on meeting its performance aspirations and the creation of long-term shareholder value. Based on a review of the compensation
programs and policies that apply to all Company employees, the Compensation Committee has determined that such programs and policies are
not reasonably likely to have a material adverse effect on the Company. Additionally, in establishing and reviewing the executive compensation
programs, the Compensation Committee considers whether the programs encourage unnecessary or excessive risk taking and has determined
that they do not. The Compensation Committee also considered the result of the 2011 advisory, non-binding �say-on-pay� vote in connection with
the discharge of its responsibilities. Because a substantial majority of our shareholders approved the compensation for our named executive
officers described in our Proxy Statement for the 2011 Annual Meeting of Shareholders, the Compensation Committee determined that no
changes to our compensation programs were warranted as a result of the shareholder advisory vote. As described above under �Executive
Summary,� however, our Compensation Committee did take action during 2011 to strengthen our executive compensation programs and to
continue to build a pay-for-performance culture.

In order to gauge the competitiveness of its compensation programs, the Company periodically reviews survey data from nationally recognized
consulting firms. Collectively, these databases reflect the pay practices of hundreds of companies from a range of industries. The Company
attempts to position itself to attract and retain qualified senior executives in the face of competitive pressures in its relevant general labor
markets. In 2011, the Company used information regarding the pay practices of companies in these databases with revenues adjusted (via the use
of regression analysis) to reflect a company of Timken�s revenue size. Specifically, the Company uses both the Towers Watson Executive
Compensation Database and the Aon Hewitt US Total Compensation Measurement Executive Survey. A combined list of the companies in these
databases is attached to this Proxy Statement as Appendix B. The Company believes that revenues are an appropriate indicator of the size and
complexity of an organization, which should be reflected in determining compensation levels. Furthermore, the Company views general
industrial companies of comparable size as the relevant market for the Company�s senior executive talent. In light of the survey data gathered and
the relative positioning of Timken�s executives to the competitive market, the Compensation Committee elected to make nominal adjustments to
targeted compensation levels for certain executives as described above under �2011 Target Pay Adjustments�.
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Guidelines for salaries, annual incentives and long-term incentive grants are based on the 50th percentile of the general industry data for each
position. The Company may provide target compensation above or below the 50th percentile for a particular position based on internal factors
such as the executive�s operating responsibilities, experience level, retention risk and tenure and performance in the position. The Company
establishes compensation levels in this way for two main reasons. First, this approach sets fair and reasonable pay levels needed to attract and
retain qualified executives. Second, it requires excellent performance for pay that is higher than that provided by the majority of companies in
the comparison group.

The Company establishes target compensation levels that are consistent with market practices relative to base salaries, annual incentive awards
and long-term incentive grants, along with the Compensation Committee�s assessment of the appropriate mix for the position. Current
compensation is structured to provide needed personal liquidity, focus executives on short-term priorities and dampen the impact of a volatile
stock market. Providing a significant portion of executive compensation in the form of long-term compensation strengthens the alignment of
executives to the long-term performance of the Company and provides a balance against short-term decision making.

The Company�s incentive compensation programs for executives are designed to link compensation performance with the full spectrum of our
business goals, some of which are short-term, while others take several years or more to achieve:

            Program             

Short-Term Intermediate Long-Term
(Cash) (Equity)

Senior Executive Management

Performance Plan

(Cash)

Performance Units

Performance

Shares*

Nonqualified

Stock Options

Objective Short-term operational

business priorities

Medium-term goals linked to

Strategic Plan

Long-term shareholder

value creation

Time

Horizon

1 Year 3 Years 4 Years 10 Years

Metrics 80% corporate EBIT/BIC

20% working capital/sales

50% ROIC

50% earnings per share

Performance of Common Stock

*EBIT/BIC for vesting
The mix between current and long-term or cash and non-cash compensation varies by management level. For example, the CEO and the
Chairman receive more of their total target compensation in the form of long-term compensation relative to the other named executive officers.
For both, target compensation consists of approximately 40 percent in current compensation and 60 percent in long-term compensation, made up
of approximately:

� 20 percent in current cash base salary;

� 20 percent in current cash incentive pay tied to annual performance goals;

� 20 percent in long-term cash incentive pay tied to performance over a three-year cycle; and

� 40 percent in long-term equity incentive compensation (stock options and performance shares).
Target compensation for the other named executive officers is approximately 45 percent in current compensation and 55 percent in long-term
compensation, with approximately 65 percent in cash and 35 percent in non-cash compensation. Positions lower in the organization have a
greater emphasis on current, cash denominated pay. This reflects the Company�s view that more senior executives should have a more significant
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incentive to focus on and drive long-term performance, while priorities for executives lower in the organization are more heavily focused on
shorter-term operational results.

Cash is used for both current and long-term compensation, while non-cash compensation (i.e., share-based awards) is generally used only for
long-term compensation. Cash compensation includes base salary, annual incentive awards and performance units, which are cash-based awards
typically payable at the end of three years subject to attainment of certain corporate performance targets. Non-cash compensation includes stock
option grants and performance share grants. Compensation tied to equity is intended to align the recipient�s interests with those of our
shareholders, as changes in stock price have a meaningful impact on the recipient�s personal wealth.

20

Edgar Filing: TIMKEN CO - Form DEF 14A

Table of Contents 33



Table of Contents

Pay-Setting Process

The CEO and the Senior Vice President � Human Resources and Organizational Advancement, in consultation with Towers Watson, the
Compensation Committee�s external compensation consultant, prepare compensation recommendations for the named executive officers (other
than the CEO and the Chairman) and present these recommendations to the Compensation Committee. The compensation packages for the CEO
and the Chairman are determined by the Compensation Committee (with input from the Chairman on the performance and pay recommendations
for the CEO) and approved by the independent members of the Board of Directors during executive session.

The Company compares each element of compensation provided to its executive officers to market data and considers the total compensation
package in relation to the target established for the position, taking into account the scope of responsibilities for the particular position. Total
compensation (base salary, annual incentives and long-term incentive grants) is evaluated in relation to the total compensation of comparable
positions derived from the general market data. For example, the amount of Mr. Griffith�s compensation is higher than the other named executive
officers because it reflects the competitive market for CEO services, and not because of compensation policies different from those applied to
the other named executive officers.

In the course of this analysis and development of proposed total compensation packages, the Compensation Committee�s external compensation
consultant reviews the relevant information and discusses their findings with the Committee. As part of this process, the Compensation
Committee reviews all the components of compensation for the named executive officers and determines that each individual�s total
compensation is reasonable and consistent with the Company�s compensation philosophy. The Compensation Committee may also consider
additional factors, such as the executive�s operating responsibilities, experience level, retention risk and tenure and performance in the position,
and make adjustments to a particular element of an executive�s compensation. The Compensation Committee then approves, with any
modifications it deems appropriate, base salary ranges, target annual performance award opportunities and long-term incentive grants for the
Company�s executive officers. The amount of past compensation realized or potentially realizable does not directly impact the level at which
current and long-term pay opportunities are set, though the Compensation Committee does consider this information in its deliberations.

The Company analyzes the overall expense arising from aggregate executive compensation, as well as the accounting and tax treatment of such
programs. The Company has addressed the impact of Section 162(m) of the Internal Revenue Code by obtaining shareholder approval of the
Senior Executive Management Performance Plan and the Long-Term Incentive Plan and by structuring certain grants under the Long-Term
Incentive Plan as performance-based compensation. All named executive officers participated in the Senior Executive Management Performance
Plan for 2011. The Compensation Committee considers the deductibility of compensation and benefits for Federal income tax purposes, along
with other relevant factors, when determining executive compensation practices.

As described above, the Compensation Committee engages an external compensation consultant in connection with its oversight of the design,
development and implementation of the Company�s executive pay programs. During 2009, the Compensation Committee established a multi-year
agreement with Towers Watson to provide this service. In 2011, Towers Watson�s primary areas of assistance were:

� Gathering information related to current trends and practices in executive compensation in response to questions raised by the
Compensation Committee and management;

� Reviewing information developed by management for the Compensation Committee and providing its input on such information to the
Committee;

� Attending and participating in meetings with the Compensation Committee, as well as briefings with the Committee Chairperson and
management prior to meetings; and

� Reviewing with management and the Compensation Committee materials to be used in the Company�s Proxy Statement.
The Compensation Committee has authorized Towers Watson to interact with the Company�s management, as needed, on behalf of the
Compensation Committee.
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Analysis of 2011 Compensation

Base Salary

Base salaries for the named executive officers are intended to reflect the scope of their responsibilities, the length of their experience performing
those responsibilities and their performance. The Compensation Committee determines base salary ranges for executive officers using external
surveys of salary practices for positions with similar levels of responsibility. The Compensation Committee also reviews base salaries for the
named executive officers annually in light of each officer�s experience, leadership, current salary and position in the salary range.

Following this review process in 2011, the Compensation Committee decided to increase the base salary for the CEO by 3.9 percent. The other
named executive officers received base salary increases ranging from 2.5 percent to 3.7 percent. The base salary increases were consistent with
base salary increases implemented throughout the Company.

Annual Performance Award

The Company�s Senior Executive Management Performance Plan provides the named executive officers with the opportunity to earn annual
incentive compensation based on the achievement of corporate performance goals established by the Compensation Committee and approved by
the Board of Directors. It is intended to focus the named executive officers on specific performance goals in the current year.

The Senior Executive Management Performance Plan is structured to comply with Section 162(m) of the Internal Revenue Code. In order to
qualify the amounts earned under the plan as �performance-based,� the Compensation Committee can exercise discretion only to reduce an award.
As a result, performance at target levels results in the plan being funded above the level of the Company�s other annual incentive plans. This
provides the Compensation Committee with the flexibility to determine actual awards under the Senior Executive Management Performance
Plan for the named executive officers that are consistent with the awards made to other annual incentive plan participants, which has been the
historical practice.

For 2011, the Senior Executive Management Performance Plan provided both the CEO and the Chairman a target award opportunity of 115
percent of base salary. The Plan provided the other named executive officers a target award opportunity of 70 percent to 75 percent of base
salary. Target award opportunity levels for executive officers were determined by the Compensation Committee based on external surveys of
practices for positions with similar levels of responsibility. The actual awards could be higher or lower than the target opportunity based on the
results for each performance measure and the extent to which the Compensation Committee uses discretion to reduce the awards.

The Company used two performance measures for funding this plan for 2011: (1) corporate EBIT/BIC (calculated to exclude the effects of
acquisitions and divestitures above $50 million in size, changes in tax laws or accounting principles, non-cash impairments, changes in other
comprehensive income and any amounts received under the Continued Dumping and Subsidy Offset Act); and (2) working capital as a
percentage of sales. Corporate EBIT/BIC constituted 80 percent of the total award calculation and working capital as a percentage of sales
constituted 20 percent. The Compensation Committee established corporate EBIT/BIC as the primary performance measure because it believes
this measure is closely correlated with the creation of shareholder value. Working capital as a percentage of sales was used to focus the named
executive officers on managing working capital.

The Company�s 2011 performance goals, associated plan funding levels, and actual calculated performance are summarized in the following
table:

Senior Executive Management Performance Plan - 2011

Threshold    Target    Maximum    Actual    

EBIT/BIC 6.0% 15.0% 22.0% 25.7%
Working Capital/Sales 28.3% 24.3% 20.3% 24.0%
Plan Funding 80% 170% 260% 243.4%
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The EBIT/BIC target level for 2011 was significantly higher than the 2010 target and the highest target in the history of the plan, despite
ongoing uncertainty in most of the Company�s global markets. The actual calculated corporate EBIT/BIC was 25.7 percent, which exceeded the
maximum level, while the ratio of working capital to sales was 24.0 percent, or slightly better than target. As a result, the Senior Executive
Management Performance Plan was eligible to be funded at 243.4 percent of target. The Compensation Committee determined the actual annual
incentive award for each named executive officer based on the calculated award, as a percentage of target opportunity, under the Company�s
annual incentive plan for management level employees other than the named executive officers. As a result, the 2011 cash payout under the
Senior Executive Management Performance Plan equaled 173 percent of the target opportunity for each of the named executive officers.

Long-Term Incentives

The Compensation Committee administers the Long-Term Incentive Plan, which is approved by our shareholders. Awards under the Long-Term
Incentive Plan can be made in the form of non-qualified stock options, incentive stock options, appreciation rights, performance shares,
performance units, restricted shares, restricted stock units and deferred shares. In 2011, the Company utilized three different types of long-term
incentive grants for the named executive officers:

� Performance units, which are designed to reward executives with cash payments contingent on the attainment of specified corporate
performance goals;

� Nonqualified stock options, which vest over time (typically four years) and are intended to provide value to the holder only if
shareholders receive additional value after the date of grant; and

� Performance shares, which require the Company to achieve a specified performance objective in order to have the shares vest over time
(typically four years) and are intended to foster stock ownership among executives and focus executives on total shareholder return
(including dividends).

In total, the Company believes that these three grant types provide a balanced focus on shareholder value creation and retention of key managers
over the course of a full business cycle. These grants also serve to balance the short-term operating focus of the Company and align the
long-term financial interests of executive management with those of our shareholders.

The value of each type of long-term incentive grant is linked directly to the performance of the Company or the price of its common stock. For
performance units, payouts are entirely contingent on the attainment of corporate performance targets, based on the Company�s three-year
strategic plan. In the case of stock options, the recipient recognizes value only to the extent that the stock price rises above the market price of
the stock at the time the option is granted. As for performance shares, receipt of the shares is dependent upon achievement of a certain level of
performance and the value of the shares is directly related to the stock price and the dividends paid by the Company. In each case, an executive
must remain employed by the Company for a minimum of three years (four years for stock options and performance shares) to earn the full
value of any award, which aids the Company in retaining executives.

The allocation of grant value among the three long-term incentive grant types is based on a combination of market practice, internal equity
considerations and the relative importance of the objectives behind each of the three grants (i.e., reward attainment of multi-year performance
goals, provide value tied to stock price appreciation and foster stock ownership). For the CEO and the Chairman, greater emphasis is placed on
the stock option component, reflecting the Committee�s belief that the CEO and the Chairman, more than other officers, are directly accountable
for long-term shareholder value creation.

When determining the size of the stock option and performance share grants in recent years, the Committee concluded that using the stock price
at a single point in time did not reflect the longer term value of the stock. As a result, the Compensation Committee used the average price over
the last six months of the year prior to the grant date in determining the number of shares granted. The resulting grants reflect reported
compensation that may be higher or lower than target levels as a result of differences between the stock price on the date of grant used for
reporting purposes and the average price used to determine the size of the grants. The Company has used this averaging practice the past three
years, with the net effect over that period being aggregate grant values that were below our targeted values.
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The Compensation Committee typically grants performance units, stock options and performance shares at the first regularly scheduled meeting
of each year, when the Committee determines all elements of the officers� compensation for the year. Board and Committee meetings are
generally scheduled at least a year in advance. Approval of grants for newly hired or promoted executives during the course of the year occur at
the Compensation Committee meeting immediately following the hiring or promotion.

Performance Units

The named executive officers have received awards of performance units at the start of three-year performance periods, and the awards are
designed to focus the officers� efforts on the Company�s medium-term performance goals. A new three-year performance cycle starts on January 1
of each year. Cash payouts for performance units are typically made by March following the end of each performance cycle. Performance units
act as a strong incentive for the named executive officers to achieve the Company�s medium-term financial and strategic objectives. They also
encourage retention, as they are subject to forfeiture if the officer voluntarily leaves the Company before the end of the three-year period.

For each of the performance cycles described below, the Compensation Committee established two performance measures: (1) return on
invested capital (ROIC); and (2) earnings per share (EPS). The Compensation Committee selected these goals because it believes they are key
components of shareholder value creation and highly correlated to achievement of the Company�s business strategy. Each measure was weighted
equally because they are viewed as equally important for these performance cycles. For the 2009 to 2011 performance cycle, actual performance
is calculated to exclude the effects of changes in tax laws or accounting principles. For the 2010 to 2012 and 2011 to 2013 performance cycles,
actual performance is calculated to exclude the effects of changes in tax laws or accounting principles, non-cash impairments, changes in other
comprehensive income and any amounts received under the Continued Dumping and Subsidy Offset Act.

2009 to 2011 Performance Cycle

The Compensation Committee establishes a target payout opportunity for the performance units for each named executive officer, determined as
a percentage of the officer�s base salary in effect on January 1 in the first year of the period. For the 2009 to 2011 cycle, the CEO and the
Chairman had a target payout opportunity of 100 percent and the other named executive officers had target payout opportunities from 50 percent
to 80 percent of their January 1, 2009 base salaries. These target percentages were determined to provide the appropriate allocation of value
among the long-term incentives, as described above.

The Company�s performance goals, associated plan funding levels and actual calculated results for the 2009 to 2011 cycle are summarized in the
following table:

Performance Units - 2009 to 2011 Cycle

Threshold    Target    Maximum    Actual    

Average ROIC 4.8% 6.0% 7.2% 7.2%
Cumulative EPS $3.80   $5.43   $6.24   $6.10   
Plan Funding 50% 100% 150% 146%
For the 2009 to 2011 cycle, actual calculated performance exceeded the target level for both measures and the CEO and the Chairman each
received a cash payment equal to 146 percent of their January 1, 2009 base salaries and the other named executive officers received cash
payments equal to 73 percent to 117 percent of their January 1, 2009 base salaries.

2010 to 2012 Performance Cycle

The severe economic downturn in 2009 significantly affected performance units covering multiple performance cycles. There were no payouts
for the 2007 to 2009 cycle or the 2008 to 2010 cycle and at the time the 2010 to 2012 cycle was approved, the probability of achieving the
targets for the 2009 to 2011 cycle was believed to be remote. Recognizing the challenges of setting multi-year performance goals in an uncertain
environment, while at the same time desiring to strengthen the incentive to achieve the Company�s strategic objectives and to encourage retention
of senior management, the Compensation Committee structured the performance units for the 2010 to 2012 performance cycle to provide an
opportunity for a payout to be earned in each year of the cycle.
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As in the past, the specific performance targets for each measure are tied to the Company�s internal, confidential three-year strategic plan. Given
the uncertain environment at the time the targets were established, the Compensation Committee believed that the targets for the 2010 to 2012
cycle were very challenging, but achievable. The target payout opportunity for the performance units granted in 2010 was 100 percent of base
salary (as of January 1, 2010) for the CEO and the Chairman and ranged from 60 percent to 80 percent of base salary (as of January 1, 2010) for
the other named executive officers.

Funding (as a percentage of target) for the 2010 to 2012 performance cycle is as follows:

    Threshold Target Maximum    

    2010 17% 33% 50%  
    2011 34% 67% 100%  
    2012 50% 100% 150%  
Total Funding 100% 200% 300%  
The Company�s performance goals and actual calculated results for the 2011 component of the 2010 to 2012 cycle are summarized in the
following table:

2010 to 2012 Performance Units � 2011 Performance Goals

    Threshold    Target    Maximum    Actual    

ROIC 5.2% 7.4% 9.6% 18.2%
EPS $ 1.00   $ 1.47   $ 2.25   $ 4.37   
Based on these results, the CEO and the Chairman each received a cash payment equal to 100 percent of their January 1, 2010 base salaries and
the other named executive officers received cash payments equal to 60 percent to 80 percent of their January 1, 2010 base salaries.

2011 to 2013 Performance Cycle

In 2011, the Compensation Committee returned to the approach used prior to 2010 under which the entire performance award is paid at the end
of the three-year cycle. As in the past, the specific performance targets for each measure are tied to the Company�s internal, confidential
three-year strategic plan. As a result, at the time the targets were established, the Compensation Committee believed that the targets for the 2011
to 2013 cycle were very challenging, but achievable. For the performance units granted in 2011, the CEO and the Chairman have a target payout
opportunity of 100 percent and the other named executive officers have target payout opportunities from 70 percent to 80 percent of their
January 1, 2011 base salaries, as reflected in the 2011 Grants of Plan-Based Awards Table below.

Under the accounting rules, performance units result in variable accounting, whereby the Company�s expense equals the value paid to the
executives. As such, the ultimate expense is not determinable until the end of the three-year performance period. When the executives earn and
receive a payout, the Company receives a corresponding tax deduction.

Stock Options

Key Employees (including the named executive officers) receive nonqualified stock options that:

� have an exercise price equal to the market price of the stock on the date of grant;

� typically vest over a four-year period in equal amounts each year; and
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The Compensation Committee believes that this structure helps the Company retain executives and focus attention on longer-term performance.
Stock options are an effective motivational tool because they only
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have value to the extent the stock price on the date of exercise exceeds the exercise price on the grant date. They are an effective element of
compensation and retention, however, only if the stock price grows over the term of the award. For information about the specific number of
stock options awarded to each of the named executive officers, see the 2011 Grants of Plan-Based Awards Table below.

Under accounting rules, the fair value of the stock options on the grant date is expensed over the vesting period in the year the options become
vested. When executives exercise stock options, they are taxed at ordinary income tax rates (subject to withholding) and the Company receives a
corresponding tax deduction.

Performance Shares

Performance shares are equity grants that are forfeited if a specified performance objective is not achieved. Performance shares serve to both
reward and retain executives, as the receipt of the shares is linked to performance and the value of the shares is linked to the stock price when the
shares vest.

The performance objective for performance shares granted in 2011 was corporate EBIT/BIC of 4 percent or better in any single year during the
four-year vesting period. This performance objective was met in 2011 and the shares converted to time-based vesting, with 25 percent of the
award vesting on the first anniversary of the grant and an additional 25 percent vesting on each of the next three anniversaries. For information
about the specific number of performance shares awarded to each of the named executive officers, see the 2011 Grants of Plan-Based Awards
Table below.

Under accounting rules, the grant date fair value of the performance shares is expensed over the service/vesting period based on the shares that
are earned, provided the performance metric is met. The executives are taxed at ordinary income tax rates (subject to withholding) when the
shares vest, and the Company receives a corresponding tax deduction.

Stock Ownership Guidelines

Stock ownership guidelines have been established for all senior executives and are intended to align the interests of executive management with
those of our shareholders by requiring executives to be subject to the same long-term stock price volatility our shareholders experience. These
guidelines establish the following specific ownership target for each of the named executive officers: Mr. Griffith � 100,000 shares; Mr. Timken �
80,000 shares; Mr. Eisenberg � 33,000 shares; Mr. Miraglia � 28,000 shares; and Mr. Coughlin � 28,000 shares. The Company considers all shares
owned by the executive, including restricted shares and performance shares still subject to forfeiture but not including shares that are subject to
unexercised options, in determining whether the executive has met ownership targets. As of December 31, 2011, the named executive officers all
exceeded their ownership targets. The Company has a formal policy that prohibits hedging the economic risk related to such stock ownership.

Retirement Income Programs

The Company�s retirement income programs are an important retention tool. The Company maintains both qualified and nonqualified retirement
income programs. The named executive officers participate in qualified plans on the same terms and conditions as all other salaried employees
and also participate in the Company�s nonqualified retirement income programs. The Company currently provides nonqualified retirement
income through two types of plans:

� A nonqualified defined contribution plan provides for after-tax savings based on each executive�s contributions, Company match and
core defined contributions in excess of tax limits. The nonqualified defined contribution plan in which the named executive officers
participate is the Post-Tax Savings Plan. This plan is primarily intended to restore benefits that would be provided under the qualified
retirement plans were it not for limits on benefits and compensation imposed by the Internal Revenue Code.

� A nonqualified defined benefit plan provides for a targeted percentage of salary and annual incentive income that will continue through
retirement. The nonqualified defined benefit plan in which the named executive officers participate is the Supplemental Executive
Retirement Program for Executive Officers (the �SERP�). The SERP provides for a benefit based on final average earnings with offsets
for benefits provided under the Company�s other retirement programs. The SERP promotes retention of executive officers because it
requires ten years of service, including five years as an officer, for full benefits to be earned.
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Although the policies and procedures underlying the Company�s retirement income programs are the same for all participants, the age and length
of service (including service as an officer of the Company) of each participant can have a significant effect on their benefit calculation because
the programs have changed over time. In addition, because benefits under the Company�s retirement income programs are based on base salary
and cash annual incentive compensation for the five highest non-consecutive years (out of the final ten years), pension values can increase
significantly as salary and cash annual incentive compensation increases. Pension values are also influenced by external factors such as the
current environment of low interest rates, which have caused pension values to increase.

The value of the nonqualified retirement income programs is quantified each year and these programs are periodically reviewed for their
competitiveness. To date, the value of these programs has not had a significant impact on decisions regarding salary, annual incentive awards or
long-term incentive grants.

Termination-Related Payments

In addition to retirement payments, the Company provides termination-related payments in the event of involuntary termination without cause
and involuntary termination without cause following a change in control.

The Company provides payments in the event of involuntary termination without cause through severance agreements with individual
executives. Severance agreements are provided based on competitive market practice and the Company�s desire to ensure some level of income
continuity should an executive�s employment be terminated without cause. The Company believes that providing for such income continuity
results in greater management stability and lower unwanted management turnover.

Severance agreements also provide for termination payments following involuntary termination without cause following a change in control.
These provisions are based on competitive practice and are designed to ensure that executives� interests remain aligned with shareholders should
a potential change of control occur. They are also intended to provide some level of income continuity should an executive�s employment be
terminated without cause. The Company believes, as stated above, that providing for such income continuity results in greater management
stability and lower unwanted management turnover.

The level of severance benefits under the applicable scenario reflects the Company�s perception of competitive market practice for the named
executive officers� positions, based on an assessment by Towers Watson. Severance pay was established as a multiple of base salary and actual
annual incentive compensation, based on competitive market practice. Specific dollar values were not targeted by the Compensation Committee,
although the Compensation Committee did review �tally sheets� that showed the estimated cost of such benefits under various scenarios. The
amounts of potential payouts are indicated in the Termination Scenarios table on page 38.

Deferred Compensation

The Company maintains a Deferred Compensation Plan that allows certain employees, including the named executive officers, to defer receipt
of all or a portion of their salary, employee contributions and Company match that would otherwise be directed to the Post-Tax Savings Plan
and/or incentive compensation payable in cash or common shares until a specified point in the future. Cash deferrals earn interest quarterly at a
rate based on the prime rate plus one percent. None of the named executive officers earned �above-market� interest, as defined by the Securities
and Exchange Commission.

The Deferred Compensation Plan is not funded by the Company, and participants have an unsecured contractual commitment by the Company
to pay the amounts due under the plan. When such payments are due, they will be distributed from the Company�s general assets. In the event of
a change in control in the Company, as defined in the plan, participants are entitled to receive deferred amounts immediately. The Compensation
Committee believe that providing employees with tax deferral opportunities aids in the attraction and retention of such employees.
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The value of deferred compensation amounts is quantified each year and this program is periodically reviewed for its competitiveness. To date,
the value of deferred compensation has not had a significant impact on decisions regarding salary, annual incentive awards or long-term
incentive grants.

Perquisite Programs

The Company�s executive officers, including all of the named executive officers, are eligible to participate in a number of broad-based benefit
programs, including health, disability and life insurance programs. The named executive officers may also receive certain perquisites including
term life insurance coverage, financial counseling and tax preparation, access to corporate country club memberships (although personal
expenses are not reimbursed), and home security systems. The value of these benefits is reflected in the All Other Compensation column in the
Summary Compensation Table below. Beginning January 1, 2011, the Company no longer provides tax gross-ups for these benefits to
executives. These benefits are intended to provide executives with a competitive perquisite program that is reasonable and consistent with the
Company�s overall approach to executive compensation. The total cost of these benefits is a small percentage of each named executive officer�s
total compensation.

EXECUTIVE COMPENSATION

2011 SUMMARY COMPENSATION TABLE

The following table sets forth information concerning compensation for our named executive officers for 2011:

Name and

Principal Position Year Salary Bonus

Stock

Awards
(1)

Option

Awards
(2)

Non-Equity
Incentive

Plan
Compensation

(3)

Change in

Pension Value
and

Nonqualified
Deferred

Compensation

Earnings
(4)

All Other
Compensation

(5) Total
James W. Griffith
President and
Chief Executive Officer

2011 $ 1,058,334 $ 0 $ 1,098,020 $ 2,630,760 $ 4,624,356 $ 3,283,000 $ 162,052 $ 12,856,522
2010 $ 1,025,004 $ 0 $ 802,518 $ 1,915,053 $ 2,562,502 $ 1,332,000 $ 74,050 $ 7,711,127
2009 $ 985,581 $ 0 $ 430,408 $ 1,024,717 $ 0 $ 1,419,000 $ 100,449 $ 3,960,155

Ward J. Timken, Jr.
Chairman � Board of Directors

2011 $ 835,000 $ 0 $ 888,398 $ 2,112,580 $ 3,651,691 $ 1,717,000 $ 217,320 $ 9,421,989
2010 $ 810,000 $ 0 $ 634,760 $ 1,510,885 $ 2,025,000 $ 327,000 $ 74,812 $ 5,382,457
2009 $ 778,846 $ 0 $ 340,494 $ 808,186 $ 0 $ 527,000 $ 145,269 $ 2,599,795

Glenn A. Eisenberg
Executive Vice President
� Finance and Administration

2011 $ 619,540 $ 0 $ 314,433 $ 627,795 $ 1,963,705 $ 1,517,000 $ 132,486 $ 5,174,959
2010 $ 600,034 $ 0 $ 247,103 $ 496,395 $ 1,071,002 $ 594,000 $ 70,111 $ 3,078,645
2009 $ 578,658 $ 90,000 $ 131,923 $ 265,631 $ 0 $ 489,000 $ 88,942 $ 1,644,154

Salvatore J. Miraglia, Jr.
President � Steel

2011 $ 456,690 $ 0 $ 259,532 $ 550,068 $ 1,292,718 $ 1,706,000 $ 72,278 $ 4,337,286
2010 $ 438,368 $ 0 $ 204,030 $ 434,006 $ 762,503 $ 618,000 $ 51,942 $ 2,508,849
2009 $ 421,739 $ 65,000 $ 109,076 $ 232,243 $ 0 $ 746,000 $ 50,899 $ 1,624,957

Christpher A. Coughlin
President � Process Industries

2011 $ 433,370 $ 0 $ 259,532 $ 550,068 $ 1,016,791 $ 753,000 $ 42,586 $ 3,055,347

(1) The amounts shown in this column for 2011 represent the aggregate fair market value on the date of grant, computed in accordance with
FASB ASC Topic 718, of performance shares granted in 2011.

Performance share grants for each of the named executive officers require the Company to achieve a performance objective for at least one year
during the four-year vesting period. Upon attainment of the performance objective, the grants convert to time vesting for all shares. The 2011
performance share grants required the Company to achieve a performance objective of EBIT/BIC of 4 percent or better and this objective was
achieved in 2011.
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(2) The amounts shown in this column for 2011 represent the fair market value of nonqualified stock options at the time they were granted in
2011, computed in accordance with FASB ASC Topic 718, using the Black-Scholes model. All stock options vest at a rate of 25 percent
per year. Assumptions used to determine the value of nonqualified stock options are listed in the discussion of Stock Compensation Plans
in Note 11 of our Consolidated Financial Statements contained in our Annual Report on Form 10-K for the year ended December 31, 2011.

(3) The amounts shown in this column for 2011 represent cash awards under the Senior Executive Management Performance Plan (annual
incentive plan) for 2011 and the performance units under the Long-Term Incentive Plan covering the 2009 to 2011 and the 2010 to 2012
performance cycles. The performance units covering the 2010 to 2012 performance cycle provided the opportunity to earn an award each
year based on that year�s performance. Amounts earned under the Senior Executive Management Performance Plan, 2009 to 2011
performance units and the 2011 portion of the 2010 to 2012 performance units, respectively, for each of the named executive officers were
as follows: Mr. Griffith � $2,105,921, $1,493,431 and $1,025,004; Mr. Timken � $1,661,521, $1,180,170 and $810,000; Mr. Eisenberg �
$803,993, $687,709 and $472,003; Mr. Miraglia � $553,147, $438,565 and $301,006; and Mr. Coughlin � $524,902, $257,889 and $234,000.

(4) The amounts shown in this column for 2011 represent the difference between the amounts shown in the 2011 Pension Benefits Table on
page 34 as of December 31, 2011 and those amounts calculated as of December 31, 2010. See the discussion of Pension Benefits on pages
33 and 34 for a description of how the amounts as of December 31, 2011 were calculated. The amounts as of December 31, 2010 were
calculated using the same assumptions, except that a discount rate of 5.75 percent was used. For both years, liabilities were determined
assuming no probability of termination, retirement, death, or disability before age 62 (the earliest age unreduced pension benefits are
payable from the plans). None of the named executive officers earned above-market earnings in a deferred compensation plan.

(5) The amounts shown in this column for 2011 are broken down in detail in the following table:

Name

Annual
Company

Contribution
to SIP
Plan

and Core
DC

Program
(a)

Annual

Company
Contribution

to
Post-Tax
Savings

Plan
(b)

Annual
Life

Insurance

Premium
(Company

Paid)

Executive
Physicals
(Company
Required)

Financial
Planning

Reimburse-
ment

Home

Security

Company
Required)

Personal
Use of

Company�s
Country

Club
Member-

ships
(c)

Spousal

Travel
(d)

Tax Gross-
Ups for

Life

Insurance,

Financial

Planing,

Home

Security

and

Spousal

Travel
(e)

Other
(f)

James W. Griffith $ 11,025 $ 128,993 $ 5,284 $ 2,818 $ 4,240 $ 360 $ 0 $ 4,296 $ 0 $ 5,036
Ward J. Timken, Jr. $ 19,600 $ 177,700 $ 2,937 $ 2,038 $ 10,000 $ 473 $ 0 $ 3,660 $ 0 $ 912
Glenn A. Eisenberg $ 19,600 $ 96,645 $ 4,530 $ 2,444 $ 7,500 $ 236 $ 0 $ 0 $ 0 $ 1,531
Salvatore J. Miraglia, Jr. $ 11,025 $ 37,107 $ 5,310 $ 2,143 $ 7,500 $ 527 $ 513 $ 5,056 $ 0 $ 3,097
Christopher A. Coughlin $ 11,025 $ 28,089 $ 0 $ 2,171 $ 0 $ 307 $ 0 $ 0 $ 0 $ 994

(a) �SIP Plan� refers to the Savings and Investment Pension Plan, which is the Company�s qualified defined contribution plan for salaried
employees. �Core DC Program� refers to the core defined contribution program for all new salaried employees hired on or after January 1,
2004, as well as for salaried employees whose age plus years of service with the Company equaled less than 50 as of December 31, 2003.
Mr. Timken and Mr. Eisenberg participate in the Core DC Program.

(b)
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The �Post-Tax Savings Plan� is the Company�s tax-qualified restoration plan for salaried employees whose contributions and benefits in
qualified retirement plans are limited by Section 415 of the Internal Revenue Code.

(c) The amounts shown for personal use of country club memberships reflect pro-rated amounts of company-paid annual membership dues in
2011 that were used for personal use by the named executive officers. There are no incremental costs to the Company for personal use, as
all such costs are borne by the officer.
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(d) The amounts shown for spousal travel include actual incremental travel expenses, as well as estimated incremental costs of traveling on the
Company�s aircraft (if used), when accompanying the named executive officer on business travel.

(e) Beginning January 1, 2011, the Company no longer provides tax gross-ups for benefits to executives.

(f) The amounts shown represent imputed income for the cost of pre-tax term life insurance (which is provided by the Company for all
associates equal to one times their annual salary) for the portion that exceeds the IRS pre-tax limit of $50,000.

2011 GRANTS OF PLAN-BASED AWARDS

The following table sets forth information concerning certain grants made to our named executive officers during 2011:

Name Grant Date

Estimated Future Payouts Under
Non-Equity Incentive Plan Awards

Estimated
Future

Payouts
Under
Equity

Incentive
Plan

Awards
(Number

of  Shares)
Target

All Other
Option

Awards:

Number of

Securities
Underlying

Options

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

Grant Date

Fair Value

of Stock
and Option

Awards
(5)Threshold Target Maximum

James W. Griffith 2/8/2011 Perf Units (1) $ 512,500 $ 1,025,000 $ 1,537,500
2/8/2011 SEM PP (2) $ 973,667 $ 2,069,043 $ 3,164,419
2/8/2011 Perf Shrs (3) 22,000 $ 1,098,020
2/8/2011 NQSOs (4) 132,000 $ 49.91 $ 2,630,760

Ward J.
Timken, Jr. 2/8/2011 Perf Units (1) $ 405,000 $ 810,000 $ 1,215,000

2/8/2011 SEM PP (2) $ 768,200 $ 1,632,425 $ 2,496,650
2/8/2011 Perf Shrs (3) 17,800 $ 888,398
2/8/2011 NQSOs (4) 106,000 $ 49.91 $ 2,112,580

Glenn A. Eisenberg 2/8/2011 Perf Units (1) $ 240,800 $ 481,600 $ 722,400
2/8/2011 SEM PP (2) $ 371,724 $ 789,914 $ 1,208,103
2/8/2011 Perf Shrs (3) 6,300 $ 314,433
2/8/2011 NQSOs (4) 31,500 $ 49.91 $ 627,795

Salvatore J. M iraglia, Jr. 2/8/2011 Perf Units (1) $ 154,000 $ 308,000 $ 462,000
2/8/2011 SEM PP (2) $ 255,746 $ 543,461 $ 831,176
2/8/2011 Perf Shrs (3) 5,200 $ 259,532
2/8/2011 NQSOs (4) 27,600 $ 49.91 $ 550,068

Christopher A. Coughlin 2/8/2011 Perf Units (1) $ 150,507 $ 301,014 $ 451,521
2/8/2011 SEM PP (2) $ 242,687 $ 515,710 $ 788,733
2/8/2011 Perf Shrs (3) 5,200 $ 259,532
2/8/2011 NQSOs (4) 27,600 $ 49.91 $ 550,068

(1) The �Perf Units� amounts shown indicate aggregate threshold, target and maximum award opportunities for performance units
covering the 2011 to 2013 performance cycle granted to each named executive officer in 2011 under the Long-Term Incentive
Plan. Payment of awards is subject to the attainment of return on invested capital and earnings per share targets during the 2011 to
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2013 performance cycle. Each measure is weighted equally. For any payment to be earned, the actual performance must exceed the
threshold performance levels for both return on invested capital and earnings per share. If the threshold performance level for either
measure is not attained, then no payment will occur. If an award is payable, the minimum award is 50 percent of target and the
maximum award is 150 percent of target. Payments may be made in cash or shares of our common stock, as determined by the
Compensation Committee.

(2) The �SEMPP� amounts shown indicate funding levels at threshold, target and maximum performance levels under the Senior Executive
Management Performance Plan for 2011. The Senior Executive Management Plan is a shareholder-approved plan in which all the named
executive officers participated in 2011. The performance metrics for 2011 were corporate EBIT/BIC and working capital as a
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percentage of sales. Awards paid to individual executives are based on the actual financial results in relation to the target goals under the
plan. In addition, the Compensation Committee retains the discretion to adjust downward any awards determined by the formula as the
Compensation Committee deems appropriate. Target award amounts under the Senior Executive Management Performance Plan for each
of the named executive officers were as follows: Mr. Griffith $1,217,084; Mr. Timken � $960,250; Mr. Eisenberg � $464,655; Mr. Miraglia �
$319,683; and Mr. Coughlin � $303,359

(3) The �Perf Shrs� amounts shown reflect performance shares granted in 2011, which required the Company to achieve a performance objective
of EBIT/BIC of 4 percent or better for at least one year during the four-year vesting period. The performance objective was achieved in
2011; therefore the shares will vest over a total of four years in 25 percent increments on the anniversary of the date of grant. Dividend
equivalents are paid after the performance threshold is met and until the performance shares convert to common stock after vesting.

(4) The �NQSOs� amounts shown reflect nonqualified stock options granted in 2011. All options granted to the named executive officers during
2011 were granted on February 8, 2011. All options were granted pursuant to the Long-Term Incentive Plan with an exercise price equal to
the fair market value (as defined in the plan) on the date of grant, have a ten-year term and will become exercisable over four years in 25
percent increments on the anniversary of the date of grant. The agreements pertaining to these options provide that such options will
become exercisable in full and will vest in the event of death or disability of the option holder or a change in control of the Company, in
each case as defined in such agreements. In the cases of normal retirement and retirement with the Company�s consent (prior to the age of
62), such options will become exercisable with the same terms and conditions as normal vesting, as if the option holder had remained in
the continuous employ of the Company.

(5) The amounts shown reflect the fair market value on the date of grant of performance shares and options granted in 2011, computed in
accordance with FASB ASC Topic 718. The fair market value of performance shares is the opening price of our common stock on the date
of grant multiplied by the number of full shares granted. The fair market value of options is determined using the Black-Scholes model.
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OUTSTANDING EQUITY AWARDS AT 2011 YEAR-END

The following table sets forth information concerning unexercised options and stock that has not vested for each of our named executive officers
as of December 31, 2011:

Option Awards (1) Stock Awards (2)

Name Grant Date

Number of

Securities

Underlying

Unexercised
Options

Number of

Securities

Underlying

Unexercised
Options

Option Exercise
Price ($/share)

Option Expiration
Date Grant Date

Number of Shares or
Units of Stock

That
Have Not Vested

Market Value of

Shares or Units  of

Stock That Have
Not Vested

Exercisable Unexercisable
James W. Griffith 01/31/2005 134,000 0 $ 25.21 01/31/2015 02/04/2008 5,625 $ 217,744

02/06/2006 134,000 0 $ 30.93 02/06/2016 12/31/2008 182 $ 7,045
02/05/2007 134,000 0 $ 29.23 02/05/2017 02/08/2010 26,550 $ 1,027,751
02/04/2008 120,750 40,250 $ 30.70 02/04/2018 02/08/2011 22,000 $ 851,620
02/02/2009 0 104,350 $ 14.74 02/02/2019
02/08/2010 52,950 158,850 $ 22.67 02/08/2020
02/08/2011 0 132,000 $ 49.91 02/08/2021

Ward J. Timken, Jr. 01/31/2005 27,000 0 $ 25.21 01/31/2015 02/04/2008 4,450 $ 172,260
02/06/2006 114,000 0 $ 30.93 02/06/2016 12/31/2008 835 $ 32,323
02/05/2007 114,000 0 $ 29.23 02/05/2017 02/08/2010 21,000 $ 812,910
02/04/2008 95,250 31,750 $ 30.70 02/04/2018 02/08/2011 17,800 $ 689,038
02/02/2009 41,150 82,300 $ 14.74 02/02/2019
02/08/2010 41,775 125,325 $ 22.67 02/08/2020
02/08/2011 0 106,000 $ 49.91 02/08/2021

Glenn A.Eisenberg 02/04/2008 0 10,425 $ 30.70 02/04/2018 02/04/2008 1,725 $ 66,775
02/02/2009 0 27,050 $ 14.74 02/02/2019 12/31/2008 6 $ 232
02/08/2010 0 41,175 $ 22.67 02/08/2020 02/08/2010 8,175 $ 316,454
02/08/2011 0 31,500 $ 49.91 02/08/2021 02/08/2011 6,300 $ 243,873

Salvatore J. Miraglia, Jr. 02/04/2008 0 9,125 $ 30.70 02/04/2018 02/04/2008 1,425 $ 55,162
02/02/2009 0 23,650 $ 14.74 02/02/2019 12/31/2008 52 $ 2,013
02/08/2010 0 36,000 $ 22.67 02/08/2020 02/08/2010 6,750 $ 261,293

02/08/2011 0 27,600 $ 49.91 02/08/2021 02/08/2011

David
G.
Mee 3,300 279,180

990 83,754
17,000 1,438,200
10,000 846,000
7,000 592,200
3,000 253,800
3,125 264,375
2,000 169,200
3,000 253,800

Total 49,415 4,180,509
Terrence D.
Matthews 4,200 355,320

990 83,754
17,000 1,438,200
3,600 304,560
3,000 253,800
3,125 264,375
2,000 169,200
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3,333 281,972
Total 37,248 3,151,181
Kirk Thompson 17,500 1,480,500

10,000 846,000
23,000 1,945,800
12,000 1,015,200
12,000 1,015,200
7,600 642,960
4,600 389,160
4,294 363,272

Total 90,994 7,698,092
Shelley Simpson 1,800 152,280

1,200 101,520
3,400 287,640
3,000 253,800
3,125 264,375
2,000 169,200
3,000 253,800

Total 17,525 1,482,615
Nicholas Hobbs 1,650 139,590

1,200 101,520
1,000 84,600
3,880 328,248
3,000 253,800
3,125 264,375
2,000 169,200
3,000 253,800

Total 18,855 1,595,133
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(1) Value realized on the acquired shares shown above is gross earnings. Values are earned over multiple years. The
receipt of vested shares in calendar year 2015 should not be interpreted to mean that all value was earned in
the year the shares were received. Each executive retained a portion of the available vested shares as shown
below:

John N. Roberts, III 35,158 Kirk Thompson 52,455
David G. Mee 26,508 Shelley Simpson 9,750
Terrence D. Matthews 31,156 Nicholas Hobbs 9,735

(2) Values represent the fair market value of the underlying common stock on the date of vesting.
Components of Nonqualified Deferred Compensation for Calendar Year 2015

We have a nonqualified deferred compensation plan that allows eligible employees to defer a portion of their
compensation. Participants can elect to defer up to a maximum of 50% of their base salary as well as up to 85% of
their bonus for the year. The compensation deferred under this plan is credited with earnings or losses of investments
elected by plan participants. Each participant is fully vested in all deferred compensation and earnings; however, these
amounts are subject to general creditor claims until actually distributed to the employee. A participant may elect to
receive deferred amounts in one payment or in quarterly installments payable over a period of two to 25 years upon
reaching the age of 55, having 15 years of service, or becoming disabled. Our total liability under this plan was
$13,569,119 as of December 31, 2015, and $13,515,042 as of December 31, 2014. These amounts are included in
other long-term liabilities in our Consolidated Balance Sheets. Participant withholdings are held by a trustee and
invested as directed by participants. These investments are included in �other assets� in our Consolidated Balance Sheets
and totaled $13,569,119 as of December 31, 2015, and $13,515,042 as of December 31, 2014.

Executive Registrant Aggregate Aggregate Aggregate
Contributions Contributions Earnings Withdrawals and Balance

in 2015 in 2015 in 2015 Distributions at 2015
Name ($) (1) ($) ($) ($) ($) (1)
John N. Roberts, III �  �  �  �  �  
David G. Mee �  �  �  �  �  
Terrence D. Matthews 226,923 �  (7,754) �  3,123,274
Kirk Thompson 85,192 �  10,325 �  1,137,070
Shelley Simpson �  �  �  �  �  
Nicholas Hobbs �  �  �  �  �  

(1)Amounts of executive contributions are included as part of the NEO�s salary in the Summary Compensation Table
detailed above. Total executive contributions for the three-year period ending December 31, 2015, were $177,500
for Mr. Thompson and $657,924 for Mr. Matthews.

Potential Post-Employment Benefits

The Company does not have employment contracts or predetermined personal severance agreements with any of its
executives. However, according to the terms of the awards granted under the previously mentioned MIP, all
outstanding options and restricted share units would immediately vest upon a �change in control.�

Generally, a �change in control� is deemed to occur when more than 30% of the outstanding shares of common stock of
the Company change ownership in a transaction that is a merger, reorganization or consolidation, when the persons
who constitute the Company�s incumbent board of directors cease to constitute a majority of the board, or when the
stockholders approve a transaction that is a merger, reorganization or consolidation where more than 50% of the
outstanding shares change ownership or a complete liquidation or dissolution of the Company or the sale or
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disposition of all or substantially all of the assets of the Company.

Potential benefits of the NEOs due to a �change in control� are shown below. The amounts represent the immediate
vesting of all outstanding restricted share units and are valued using the last closing market price of $73.36 on
December 31, 2015.

John N. Roberts, III $ 13,559,496
David G. Mee 5,753,258
Terrence D. Matthews 6,116,170
Kirk Thompson 6,788,441
Shelley Simpson 5,851,560
Nicholas Hobbs 5,998,280
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee

The 2015 Audit Committee was composed of James L. Robo, Chairman, Douglas G. Duncan, Sharilyn S. Gasaway,
and John A. White. Each served as a member of the Audit Committee during the full 2015 calendar year. The
Company�s Board has determined that all members of the Audit Committee satisfy the independence and other
requirements for audit committee membership pursuant to the NASDAQ corporate governance listing standards and
has also determined that Messrs. Robo, Duncan and White, and Mrs. Gasaway each has the attributes of an audit
committee financial expert as defined by SEC requirements.

The Audit Committee operates under a written charter adopted by the Board. A copy of the Audit Committee Charter
is available on the �Corporate Governance� page of the �Investors� section of the Company�s website at www.jbhunt.com.
In carrying out its responsibilities, the Audit Committee, among other things:

� monitors the integrity of the financial reporting process, systems of internal accounting controls, and
financial statements and reports of the Company,

� appoints, retains, compensates and oversees the Company�s independent auditors, including reviewing the
qualifications, performance and independence of the independent auditors,

� reviews and preapproves all audit, attest and review services and permitted nonaudit services,
� oversees the performance of the Company�s internal audit function, and
� oversees the Company�s compliance with legal and regulatory requirements.

In 2015, the Audit Committee met eight times. The Audit Committee schedules its meetings with a view to ensure that
it devotes appropriate attention to all of its responsibilities and duties. The Audit Committee�s meetings include,
whenever appropriate, executive sessions with the Company�s independent auditors and the Company�s internal
auditors, in each case outside the presence of the Company�s management.

In performing its oversight role, the Audit Committee reviewed the audited consolidated financial statements for
the 2015 calendar year and met and held discussions with management, the Company�s internal auditors and E&Y, the
Company�s independent registered public accounting firm, to discuss those financial statements and the audit related
thereto. Management has represented to the Audit Committee that the Company�s consolidated financial statements
were prepared in accordance with generally accepted accounting principles.

The Audit Committee discussed with the independent auditors matters required to be discussed by Auditing Standard
No. 16 of the Public Company Accounting Oversight Board, as may be modified, supplemented or amended, which
includes, among other items, matters related to the conduct of the audit of the Company�s consolidated financial
statements. The independent auditors also provided the Audit Committee with written disclosures and the letter
required by Rule 3526 of the Public Company Accounting Oversight Board, as may be modified, supplemented or
amended, which relates to the auditors� independence from the Company and its related entities, and the Audit
Committee discussed with the independent auditors their independence.

Based on the Audit Committee�s discussions with management, the internal auditors and the independent auditors as
described above, and upon its review of the representation of management and the independent auditors and the
reports of the independent auditors, the Audit Committee recommended to the Board that the Company�s audited
consolidated financial statements be included in the Company�s Annual Report on Form 10-K for the calendar year
ended December 31, 2015, as filed with the SEC.

J.B. Hunt Transport Services, Inc.

2015 Audit Committee Members
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James L. Robo, Chairman

Douglas G. Duncan

Sharilyn S. Gasaway

John A. White
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PROPOSAL NUMBER TWO

RATIFICATION OF INDEPENDENT REGISTERED

PUBLIC ACCOUNTING FIRM

The Audit Committee has selected E&Y as the Company�s independent registered public accounting firm to examine
the consolidated financial statements of the Company for the 2016 calendar year. The Board seeks an indication from
our stockholders of their approval or disapproval of the Audit Committee�s selection of E&Y as the Company�s
independent registered public accounting firm for the 2016 calendar year.

E&Y has been our independent auditor since 2005. No relationships exist other than the usual relationships between
auditor and client. Representatives of E&Y are expected to be present at the Annual Meeting to respond to appropriate
questions and will have the opportunity to make a statement if they desire to do so. If our stockholders do not ratify
the appointment of E&Y at the Annual Meeting, the Audit Committee will consider such event in its selection of the
Company�s independent registered public accounting firm for the 2016 calendar year. Additionally, even if the
appointment is ratified, the Audit Committee, at its discretion, may direct the appointment of a different independent
registered public accounting firm at any time during the 2016 calendar year if it determines that such a change would
be in the best interests of the Company and its stockholders.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE

FOR

RATIFICATION OF THE APPOINTMENT OF ERNST & YOUNG LLP

AS THE COMPANY�S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

FOR THE 2016 CALENDAR YEAR

AUDIT AND NONAUDIT FEES

The Audit Committee preapproves the audit and nonaudit services to be rendered to the Company, as well as the fees
associated with such services. Generally, management will submit to the Audit Committee a detailed list of services
that it recommends the Audit Committee engage the independent auditors to provide for the calendar year. The Audit
Committee preapproves certain audit and nonaudit services and establishes a dollar limit on the amount of fees the
Company will pay for each category of services. The Audit Committee is informed from time to time regarding the
nonaudit services actually provided pursuant to the preapproval process. During the year, the Audit Committee
periodically reviews the types of services and dollar amounts approved and adjusts such amounts, as it deems
appropriate. Unless a service to be provided by the independent auditors has received general preapproval, it will
require specific preapproval by the Audit Committee. The Audit Committee also periodically reviews all nonaudit
services to ensure that such services do not impair the independence of the Company�s independent registered public
accounting firm. The Audit Committee approved all services provided by E&Y for the 2015, 2014, and 2013
calendar years. These services included the audit of the Company�s annual financial statements, audit of the Company�s
internal control over financial reporting, review of the Company�s quarterly financial statements, audit of the
Company�s employee benefit plan, due diligence, consent for and review of registration statements filed by the
Company with the SEC, and tax consultation services. See �Report of Audit Committee� set forth earlier for a
discussion of auditor independence.
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The following table shows the fees billed by E&Y for audit and other services provided to the Company for
the 2015, 2014, and 2013 calendar years, respectively:

2015 ($) 2014 ($) 2013 ($)
Audit fees (1) 1,060,000 1,035,000 975,000
Audit-related fees (2) 34,000 288,275 32,000
Tax fees (3) �  10,667 48,766
All other fees �  �  �  

(1) Audit fees consisted of the audit of the Company�s annual financial statements, including the audit of the
effectiveness of internal control over financial reporting, the review of the Company�s quarterly reports on Form
10-Q, and consent for and review of registration statements filed by the Company with the SEC.

(2) Audit-related fees consisted of due diligence and an audit of the Employee Benefit Plan.
(3) Tax fees consisted principally of federal and state income tax consulting.
The Audit Committee has considered whether the nonaudit services provided by E&Y, including the services rendered
in connection with income tax consultation, were compatible with maintaining E&Y�s independence and has
determined that the nature and substance of the limited nonaudit services did not impair the status of E&Y as the
Company�s independent registered public accounting firm. E&Y did not bill the Company for any other services
during calendar years 2015, 2014, and 2013.
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Policy on Audit Committee Preapproval of Audit and Permissible Nonaudit Services of Independent Auditor

The Audit Committee has the responsibility of appointing, setting compensation for and overseeing the work of the
independent auditor and has established a policy to preapprove all audit and permissible nonaudit services provided by
the independent auditor.

Prior to the engagement of the independent auditor for next year�s audit, management will submit to the Audit
Committee for approval an aggregate of services expected to be rendered during that year for each of four categories
of services:

� Audit services include audit work performed related to the financial statements, as well as work that
generally only the independent auditor can reasonably be expected to provide, including comfort letters,
statutory audits, attestation services, and consultation regarding financial accounting and/or reporting
standards.

� Audit-related services are for assurance and related services that are traditionally performed by the
independent auditor, including due diligence related to mergers and acquisitions, employee benefit plan
audits, and special procedures required to meet certain regulatory requirements.

� Tax services include all services performed by the independent auditor�s tax personnel except those services
specifically related to the audit of the financial statements, including fees in the areas of tax compliance, tax
planning and tax advice.

� Other services are those not captured in the other categories. The Company generally doesn�t request such
services from the independent auditor.

Prior to the engagement, the Audit Committee preapproves these services by category of service. The fees are
budgeted and the Audit Committee requires the independent auditor and management to report actual fees versus the
budget periodically throughout the year by category of service. During the year, circumstances may arise that make it
necessary to engage the independent auditor for additional services not contemplated in the original preapproval. In
those instances, the Audit Committee requires specific preapproval before engaging the independent auditor.

The Audit Committee may delegate preapproval authority to one or more of its members. The member(s) to whom
such authority is delegated must report, for informational purposes only, the preapproval decisions to the Audit
Committee at its next scheduled meeting.

PROPOSAL NUMBER THREE

STOCKHOLDER PROPOSAL REGARDING SEXUAL ORIENTATION

NONDISCRIMINATION POLICY

In accordance with SEC rules, we have set forth below a stockholder proposal, along with the supporting statement of
the stockholder proponents, for which we and the Board accept no responsibility. Trillium Asset Management, LLC
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on behalf of the Conny Lindley Revocable Living Trust, at Two Financial Center, 60 South Street, Suite 1100,
Boston, MA 02111, is the proponent of the following stockholder proposal and has advised us that the Conny Lindley
Revocable Living Trust holds shares of the Company�s common stock with a market value in excess of $2,000 and
they intend to present the following proposal for a vote at the 2016 Annual Meeting.

RESOLVED: Stockholders request that the Company amend its written equal employment opportunity policy
to explicitly prohibit discrimination based on sexual orientation, gender identity or gender expression and to
take substantial action to implement the policy.

Supporting Statement

The Company does not explicitly prohibit discrimination based on sexual orientation, gender identity or gender
expression in its written employment policy.

According to the Human Rights Campaign Foundation�s 2014 survey, 61 percent of Fortune 500 companies prohibit
discrimination based on sexual orientation, gender identity or expression, a historic high.

We believe that corporations that prohibit discrimination on the basis of gender identity or gender expression have a
competitive advantage in recruiting and retaining employees from the widest talent pool.

According to an analysis of surveys conducted by the Williams Institute at the UCLA School of Law, 16 to 60 percent
of lesbian, gay, bisexual and transgender (�LGBT�) people report experiencing employment discrimination. Ninety
percent of transgender individuals have encountered some form of harassment or mistreatment in the workplace.

Public opinion polls consistently find more than three-quarters of people in the United States support equal rights in
the workplace. In a 2011 nationwide survey conducted by Greenberg Quinlan Rosner Research, the vast majority (79
percent) of the 900 respondents supported protecting LGBT people from discrimination in employment.
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Although federal law does not provide sexual orientation and gender identity employment discrimination protection,
seventeen states, the District of Columbia, and more than 114 cities and counties have laws prohibiting employment
discrimination based on gender identity or expression.

In July 2014, the White House signed an amendment to an existing Executive Order covering companies that are
federal contractors. The Executive Order explicitly prohibits federal contractors from discriminating on the basis of
sexual orientation or gender identity. In issuing the order the President stated, �Equality in the workplace is not only the
right thing to do, it turns out to be good business. That�s why a majority of Fortune 500 companies already have
nondiscrimination policies in place.�

We are concerned the Company may be lagging behind peers with comprehensive equal employment opportunity
policies. According to the Human Rights Campaign, many companies in the transportation services space, such as
CSX, Union Pacific, United Parcel Service, and FedEx Corp. explicitly prohibit discrimination based on sexual
orientation, gender identity or gender expression in their written policies.

We believe employment discrimination on the basis of sexual orientation, gender identity or gender expression
diminishes employee morale and productivity. Because state and local laws are not comprehensive with respect to
prohibiting employment discrimination, the Company would benefit from a comprehensive, consistent,
corporate-wide policy to enhance efforts to prevent discrimination, resolve complaints internally, access employees
from the broadest talent pool, and ensure a respectful and supportive atmosphere for all employees. We believe the
Company will enhance its competitive edge by joining the growing ranks of companies guaranteeing equal
opportunity for all employees.

Board of Directors Statement in Opposition to the Stockholder Proposal

The Board of Directors believes this stockholder proposal is unnecessary and that the Company�s current policy and
practice more than achieve the objectives of this proposal. The Board of Directors therefore unanimously recommends
voting against this proposal.

As an equal opportunity employer, the Company is firmly committed to operating its business in full compliance with
applicable employment laws and providing each of our employees with a workplace free from unlawful discrimination
or harassment of any kind.

Indeed, the Company�s EEO Harassment and Discrimination Policy states as follows:

�Harassment of J.B. Hunt personnel, sexual or otherwise, will not be tolerated at J.B. Hunt from anyone, including
supervisors, co-workers, managers, vendors, clients or customers. All J.B. Hunt Directors, Officers, and Employees
are responsible for discouraging harassment in the workplace. We discourage any behavior whatsoever that can be
construed to be in poor taste and/or offensive. J.B. Hunt is committed to investigating all complaints thoroughly and
promptly. All complaints and their terms of resolutions are kept as confidential as possible. Should an investigation
confirm the occurrence of harassment, J.B. Hunt will take prompt disciplinary action. We reserve the right to take
disciplinary action for behavior that interferes in any way with any individual�s ability to perform their job duties.
Retaliation against those who reported harassment is forbidden.

J.B. Hunt will not tolerate discrimination in employment on the basis of race, sex, age, religion, protected veteran�s
status, color, national origin, disability or other legally protected status. J.B. Hunt is committed to equal opportunity in
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all aspects of employment, including hiring, promotion, training, compensation, termination, and disciplinary action.�

The Company�s existing policy protects employees against discriminatory practices that are prohibited by existing
federal law. Additionally, the Company�s policy provides protections beyond the basic legal requirements to extend
equal opportunity in employment, promotion, training, compensation, termination and disciplinary action. The policy
expressly dictates that the Company will not tolerate any harassment, sexual or otherwise, by not only the Company�s
employees, but also vendors, clients and customers. Indeed, the Company�s policy discourages any behavior
whatsoever that can be construed to be in poor taste and/or offensive.

The stockholder proposal resolution implies that additional action is necessary to implement the resolution. The
Company disagrees. The Company has not received indications from its employees that discrimination on the basis of
sexual orientation, gender identity or gender expression is practiced within the Company, nor has the Company
received notice from its employees, vendors, clients or customers that the Company�s employment policies or practices
jeopardize its relationship with any of them.

Thus it is the opinion of the Board of Directors that this stockholder resolution is both unwarranted and unnecessary.

THE BOARD OF DIRECTORS UNANIMOUSLY

RECOMMENDS A VOTE

AGAINST

PROPOSAL NUMBER THREE
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STOCKHOLDERS WHO DO NOT EXPECT TO ATTEND THE MEETING

ARE URGED TO VOTE BY TELEPHONE, MAIL OR INTERNET

IF YOU VOTE BY TELEPHONE OR THE INTERNET,

DO NOT RETURN YOUR PROXY CARD

By Order of the Board of Directors

DAVID G. MEE
Corporate Secretary

41
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Using a black ink pen, mark your votes with an X as shown in this example. Please do not
write outside the designated areas.

x

Electronic Voting Instructions

Available 24 hours a day, 7 days a week!

Instead of mailing your proxy, you may choose one of the voting methods outlined below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Proxies submitted by the Internet or telephone must be received by 11:59 p.m., Central Time, on April 20,
2016.

Vote by Internet
�  Go to www.envisionreports.com/JBHT
�  Or scan the QR code with your smartphone
�  Follow the steps outlined on the secure website

Vote by telephone
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�  Call toll free 1-800-652-VOTE (8683) within the USA, US territories & Canada on a touch tone telephone

�  Follow the instructions provided by the recorded message

q  IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE
PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED

ENVELOPE.  q

 A Proposals � The Board of Directors recommends a vote FOR all the nominees listed, FOR Proposal 2, and
AGAINST Proposal 3.

+
1. Election of Directors: For Against Abstain For Against Abstain For Against Abstain

01 - Douglas G. Duncan ¨ ¨ ¨     02 - Francesca M. Edwardson ¨ ¨ ¨     03 - Wayne Garrison ¨ ¨ ¨

04 - Sharilyn S. Gasaway ¨ ¨ ¨     05 - Gary C. George ¨ ¨ ¨     06 - J. Bryan Hunt, Jr. ¨ ¨ ¨

07 - Coleman H. Peterson ¨ ¨ ¨     08 - John N. Roberts III ¨ ¨ ¨     09 - James L. Robo ¨ ¨ ¨

10 - Kirk Thompson ¨ ¨ ¨

For Against Abstain     For    Against  Abstain

2. To ratify the appointment
of Ernst & Young LLP as
the Company�s independent
public accountants for
calendar year 2016.

¨ ¨ ¨ 3. To approve a stockholder
proposal regarding sexual
orientation
nondiscrimination policy.

¨ ¨ ¨

4. To transact such other
business as may properly
come before the meeting
or any adjournments
thereof.
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 B Authorized Signatures � This section must be completed for your vote to be counted. � Date and Sign Below
Please sign exactly as name(s) appears hereon. Joint owners should each sign. When signing as attorney, executor,
administrator, corporate officer, trustee, guardian, or custodian, please give full title.

Date (mm/dd/yyyy) � Please print date below. Signature 1 � Please keep signature within the box. Signature 2 � Please keep signature within the box.
      /      /

IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON BOTH SIDES OF THIS CARD.
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Dear Stockholder:

If voting by proxy, we encourage you to vote your shares electronically this year either by telephone or via the
Internet. This will eliminate the need to return your proxy card.

Your telephone or Internet vote authorizes the named proxies to vote your shares in the same manner as if you had
marked, signed and returned your proxy card. When voting your shares electronically by telephone or via the Internet,
you will need the fifteen digit number on the front of this proxy card. The Computershare Vote by Telephone and
Vote by Internet systems are maintained by our transfer agent, Computershare Trust Company, N.A. (�Computershare�)
and can be accessed 24 hours a day, seven days a week up until the day prior to the annual meeting; votes may be cast
by Internet up until 11:59 p.m. (CDT) on the day before the annual meeting.

If you do not vote via proxy card, telephone or the Internet, you may attend the Annual Meeting of Stockholders on
April 21, 2016 at the offices of the corporation, 615 J.B. Hunt Corporate Drive, Lowell, Arkansas and at any
adjournment thereof.

Direct Deposit of Dividends

We encourage all stockholders who receive their dividends in cash to participate in direct deposit. To enroll in this
service, please mail your request along with a copy of a voided check to Computershare at the address noted below.

Transfer Agent Contact Information

Computershare Trust Company, N.A. Telephone Inside the USA: (877) 498-8861
211 Quality Circle, Suite 210 Telephone Outside the USA: (781) 575-2723
College Station, TX 77845 TDD/TTY for Hearing Impaired: (800) 952-9245

q IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE
PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. q

Proxy � J.B. HUNT TRANSPORT SERVICES, INC.

+
This Proxy is being solicited on behalf of the Board of Directors of:

J.B. HUNT TRANSPORT SERVICES, INC.

615 J. B. Hunt Corporate Drive

Lowell, Arkansas 72745
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The undersigned hereby constitutes and appoints Kirk Thompson and John N. Roberts III or either of them, proxies
for the undersigned, with power of substitution, to represent the undersigned and to vote all of the shares of common
stock of J.B. Hunt Transport Services, Inc. (the �Company�) which the undersigned is entitled to vote at the Annual
Meeting of Stockholders of the Company to be held on April 21, 2016, at the offices of the Company, 615 J.B. Hunt
Corporate Drive, Lowell, Arkansas, and at any adjournment thereof.

This proxy when properly executed will be voted in the manner directed herein by the undersigned. IF NO
DIRECTION IS GIVEN, THIS PROXY WILL BE VOTED FOR ALL DIRECTOR NOMINEES LISTED,
FOR PROPOSAL 2, AND AGAINST PROPOSAL 3.

The signer hereby revokes all proxies heretofore given by the signer to vote at said meeting or any adjournments
thereof.

You are encouraged to specify your choices by marking the appropriate boxes, SEE REVERSE SIDE, but you need
not mark any boxes if you wish to vote in accordance with the Board of Directors� recommendations. The Proxy
Committee cannot vote your shares unless you sign and return this card.

Important Notice Regarding Internet Availability of Proxy Materials for the Stockholder Meeting to be Held
on April 21, 2016

The proxy materials for the Company�s Annual Meeting of Stockholders, including the 2015 Annual Report and Proxy
Statement, are available over the Internet by accessing www.envisionreports.com/jbht.

C Non-Voting Items
Change of Address � Please print new address below. Comments � Please print your comments below.

¢ IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON BOTH SIDES OF THIS
CARD. +
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Using a black ink pen, mark your votes with an X as shown in

this example. Please do not write outside the designated areas.

x

q PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN
THE ENCLOSED ENVELOPE. q

A Proposals � The Board of Directors recommends a vote FOR all the nominees listed, FOR Proposal 2, and
AGAINST Proposal 3.

1.
Election of
Directors: For Against Abstain For Against Abstain For Against Abstain

+

01 -
Douglas G.
Duncan

¨ ¨ ¨ 02 - Francesca M. Edwardson ¨ ¨ ¨ 03 - Wayne Garrison ¨ ¨ ¨

04 -
Sharilyn S.
Gasaway

¨ ¨ ¨ 05 - Gary C. George ¨ ¨ ¨ 06 - J. Bryan Hunt, Jr. ¨ ¨ ¨

07 -
Coleman
H.
Peterson

¨ ¨ ¨ 08 - John N. Roberts III ¨ ¨ ¨ 09 - James L. Robo ¨ ¨ ¨

10 - Kirk
Thompson

¨ ¨ ¨

For     Against     Abstain

2. To ratify the appointment of Ernst & Young LLP as the Company�s
independent public accountants for calendar year 2016.

¨     ¨     ¨

4. To transact such other business as may properly come before the meeting or
any adjournments thereof.

For     Against     Abstain
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3. To approve a stockholder proposal regarding sexual orientation
nondiscrimination policy.

¨     ¨      ¨

 B Authorized Signatures � This section must be completed for your vote to be counted. � Date and Sign Below

Please sign exactly as name(s) appears hereon. Joint owners should each sign. When signing as attorney, executor,
administrator, corporate officer, trustee, guardian, or custodian, please give full title.

Date (mm/dd/yyyy) � Please print
date below.

   Signature 1 � Please keep signature
within the box.

   Signature 2 � Please keep signature
within the box.

               /              /        
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q PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN
THE ENCLOSED ENVELOPE. q

Proxy � J.B. HUNT TRANSPORT SERVICES, INC.

This Proxy is being solicited on behalf of the Board of Directors of:

J.B. HUNT TRANSPORT SERVICES, INC.

615 J. B. Hunt Corporate Drive

Lowell, Arkansas 72745

The undersigned hereby constitutes and appoints Kirk Thompson and John N. Roberts III or either of them, proxies
for the undersigned, with power of substitution, to represent the undersigned and to vote all of the shares of common
stock of J.B. Hunt Transport Services, Inc. (the �Company�) which the undersigned is entitled to vote at the Annual
Meeting of Stockholders of the Company to be held on April 21, 2016, at the offices of the Company, 615 J.B. Hunt
Corporate Drive, Lowell, Arkansas, and at any adjournment thereof.

This proxy when properly executed will be voted in the manner directed herein by the undersigned. IF NO
DIRECTION IS GIVEN, THIS PROXY WILL BE VOTED FOR ALL DIRECTOR NOMINEES LISTED,
FOR PROPOSAL 2, AND AGAINST PROPOSAL 3.

The signer hereby revokes all proxies heretofore given by the signer to vote at said meeting or any adjournments
thereof.

You are encouraged to specify your choices by marking the appropriate boxes, SEE REVERSE SIDE, but you need
not mark any boxes if you wish to vote in accordance with the Board of Directors� recommendations. The Proxy
Committee cannot vote your shares unless you sign and return this card.

Important Notice Regarding Internet Availability of Proxy Materials for the Stockholder Meeting to be Held
on April 21, 2016

The proxy materials for the Company�s Annual Meeting of Stockholders, including the 2015 Annual Report and Proxy
Statement, are available over the Internet by accessing www.edocumentview.com/jbht.
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