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Section 1 — Registrant’s Business and Operations
Item 1.01 Entry into a Material Definitive Agreemen.
2006 Deferred Compensation Plan for Outside Directors

On December 6, 2005, the Board of Directors of kipinc. (“Company”) adopted the 2006 Deferred Congpdon Plan for Outside
Directors (the “Plan”) effective January 1, 2006eTPlan permits directors who are not officersropyees of the Company (“outside
directors’) to defer receipt of all or part of theompensation (meeting fees, retainer or any apta®s) for services as a director until
termination of their service as a director or sattfer date as they may elect in advance. Directurst elect to defer receipt of the
compensation under the terms of the Plan in thelyef@re the year in which the services are peréatiand the compensation is earned.

Compensation deferred into the Plan is either tedduith interest or deemed invested in equivalehtie Company’s common stock (“stock
units”) at the election of the director. If theeatitor elects to have his/her deferred compensateudtited with interest, such interest will equal
the applicable yield on 10-year U.S. Treasury pdisdetermined on the last day of each calendateyuf the director elects investment of
his/her deferred compensation in stock units, tmalver is determined by dividing the amount of congagion payable by the fair market
value of the Company’s common stock on the datengay otherwise would have been made. Directors lveve deferred compensation
invested in stock units also are credited withakwvid equivalents on those stock units. The dividandvalents are converted to additional
stock units based on the fair market value of tben@anys common stock on the date dividends are paid.rraiket value for all purposes
the Plan is the closing price of the Company’s camrstock on the preceding trading day.

If a director does not specify how his or her defédrcompensation is deemed to be invested, thepgteuides that it will automatically be
invested in stock units. Directors may elect tong®investments between the fixed interest investraed the stock units and vice versa, but
only once each calendar year, and only if suchghawes not cause the director to violate any minirstock holdings rule that may be
applicable to directors at such time. If a dire@aitches investment of his or her deferred comagms account between the fixed interest
and the stock units, the value of the stock usitdetermined by the fair market value of the Corgfsacommon stock on the date of transfer.

Distributions from the Plan are made in cash ang beamade in a lump sum or in installments oveerog of five or ten years as elected by
the director. However, if the director dies priorréceiving the entire amount of his or her deférempensation account, such amount wil
paid in a lump sum. Distributions may also be miade director while he or she remains on the Basrdccount of an unforeseeable
emergency within the meaning of Section 409A ofltiternal Revenue Code. If a director has electspegified date for distribution, and
such director’'s membership on the board terminaties to such date, his or her deferred compensaazount will be paid to the director on
the date his or her membership so terminatesdirfeactor’'s deferred compensation account is invkstestock units, the amount distributable
is determined based on the fair market value ofxbmpany’s common stock on the date payment is made

The Plan is administered by the Chief Executivadg@ffof Company. The Plan may be amended or tetednay the Board at any time.
However, no amendment may adversely affect a fyzaitit’s rights without their consent. The Board magwever, make any such
amendments are necessary or advisable to comgtySeittion 409A of the Internal Revenue Code witlibetconsent of the participants.
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At this time the Plan is not funded and no asset® been set aside to meet the Company’s obligatinder the Plan. The director’'s deferred
compensation accounts are merely bookkeeping atcogpresenting contractual obligations of the Canyp However, the Plan does allow
the Board to establish any trusted, insured orrgthgment arrangement from which directors’ obligadé would be paid. In no event,
however, will a director’s rights to payment beages than any other unsecured creditor of the Compa copy of the Plan is attached as
Exhibit 99.1.

Option Vesting Acceleration

On December 6, 2005, the Company’s Board of Dirs¢tacting as the Compensation Committee of thdeylagcelerated the vesting of all
outstanding and unvested nonqualified stock optgrasted through 2004 under the Company’s 1999t @articipation Plan and Amended
and Restated 1999 Equity Participation Plan. Assalt, options to purchase 258,731 shares of timep@ny’s common stock became
exercisable on December 6, 2005. Of that amoutiprepthat were granted through 2004 to the Comigammed executive officers became
immediately exercisable with respect to the follegvhumbers of shares: John F. Meier: 35,000; RithaReynolds: 27,000; Kenneth G.
Wilkes: 22,000; Daniel P. Ibele: 19,400; and Suslene Kovach: 17,000. In the case of each of thelsoptions in question, the exercise
price greatly exceeded the fair market value ofGbenpanys common stock on December 6, 2005. The decisiandelerate vesting of the
options was made primarily to avoid recognitiongmiphe adoption of Financial Accounting Standardard Statement No. 123(R) (“FAS123
(R)"), “Share-Based Payment,” of compensation egparlated to these “underwater” stock optionsnarfcial statements relating to future
fiscal periods. The Company will apply the experesmgnition provisions of FAS 123(R), relating tock options, beginning in the first
quarter of 2006. By accelerating these “underwaststk options, the Company expects to reducettiok ®ption expense it otherwise would
have been required to record by approximately $Z82in 2006, $114,000 in 2007 and $30,000 in 2008maftertax basis, all of which wi
be recorded in the 2005 financial statements as fopma footnote disclosure.

Item 9.01 Financial Statements and Exhibits
99.1 2006 Deferred Compensation Plan for Outsiadediors

SIGNATURES

Pursuant to the requirements of the Secuiltiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned hereunto duly authorized.

LIBBEY INC.
(Registrant

Date: December 6, 20(
/s/ Scott M. Sellict
(Signature

Name: Scott M. Sellicl
Title: Vice President, Chief Financial Offic
(Principal Accounting Office
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Exhibit 99.1

LIBBEY INC.
2006 DEFERRED COMPENSATION PLAN
FOR OUTSIDE DIRECTORS

LIBBEY INC ., a corporation organized under the laws of tlaeSaf Delaware (th&Corporation” ), hereby adopts this 2006 Deferred
Compensation Plan for Outside Directors effectaeuary 1, 2006. The purpose of this Plan is to fighm Outside Directors of the
Corporation to defer receipt of all or part of teampensation they are entitled to receive for seron the Corporatios’Board of Directors ¢
and after January 1, 2006 and to provide an oppibytior appreciation in deferred compensation dagaon either the Interest Rate specified
in this Plan or the appreciation, if any, in theeprof the Corporation’s Common Stock.

ARTICLE |

DEFINITIONS

Whenever the following terms are used in Bian, they shall have the meaning specified beloless the context clearly indicates to the
contrary. The masculine pronoun shall include #mifine and the singular shall include the plusddere the context so indicates.

Section 1. 1— Board

“Board” shall mean the Board of Directors loé tCorporation.

Section 1.2— Chief Executive Officer

“Chief Executive Officer” shall mean the Chietecutive Officer of the Corporation.

Section 1.3— Chief Financial Officer

“Chief Financial Officer” shall mean the Chighancial Officer of the Corporation.

Section 1.4— Code

“Code” shall mean the Internal Revenue Coded86, as amended, and the regulations issueditiaee

Section 1.5— Common Stock

“Common Stock” shall mean the Corporation’st@aon Stock, $.01 par value.
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Section 1.6— Compensation

“Compensation” shall mean any cash remuneargiayable by the Corporation to an Outside Direfdpservices rendered as a Director of
the Corporation after January 1, 2006, includiregBiirector’s annual fee and compensation for B@audi committee meetings.

Section 1.7— Corporation

“Corporation” shall mean Libbey Inc., a Delawa&orporation.

Section 1.8— Deferred Amount

“Deferred Amount” shall mean Compensation,thmathe absence of a Deferral Election, would aggble to the Participant on a Deferral
Date, and that the Participant has elected to ¢efesuant to a Deferral Election.

Section 1.9— Deferral Date

“Deferral Date” shall mean the date on whith €Compensation that is subject to a Deferral Eleatould have been paid in the absence
of the Deferral Election.

Section 1.10— Deferral Election

“Deferral Election” shall mean an election guant to Section 3.1.

Section 1.11— Deferred Compensation Account

“Deferred Compensation Account” shall meaneamarandum account established and maintained dootbies of the Corporation to
reflect a Participant’s interest in the Plan.

Section 1.12— Deferred Compensation Account Balance

“Deferred Compensation Account Balance” shradhn, as of a Determination Date, the aggregateeddpplicable Participant’s Interest
Bearing Account Balance and Investment Unit Accdiaiance.

Section 1.13— Determination Date

“Determination Date” shall mean any calenday dn which a Participant's Deferred Compensationodint Balance, Interest Bearing
Account Balance and/or Investment Unit Account Batais determined for purposes of this Plan.

Section 1.14— Director

“Director” shall mean a member of the Board.




Section 1.15— Dividend Equivalent

“Dividend Equivalent” shall mean an amount &do the cash dividend payable by the Corporationany dividend payment date, on one
share of the Corporation’s Common Stock.

Section 1.16— Employee

“Employee” shall mean any employee of the @oafion or of any subsidiary or affiliated orgartiaa of the Corporation.

Section 1.17— Exchange Act
“Exchange Act” shall mean the Securities ExgeAct of 1934, as amended.

Section 1.18— Fair Market Value

“Fair Market Value” of a share of Common Staskof a given date shall mean: (a) the closincepof a share of the Corporation’s stock
on the principal exchange of which shares of thep@ation's stock are then trading, if any, on the day previm such date, or if shares w
not traded on the day previous to such date, theh@®next preceding trading day during which & sakurred; or (b) if such stock is not
traded on an exchange but is quoted on NASDAQsurcaessor quotation system, (1) the last sales fifithe stock is then listed as a
National Market Issue under the NASD National Mai®gstem), or (2) the mean between the closingesgmtative bid and asked prices
all other cases) for the stock on the day previousich date as reported by NASDAQ or such successxation system; or (c) if such stock
is not publicly traded on an exchange and not qloteNASDAQ or a successor quotation system, th@nnhetween the closing bid and
asked prices for the stock, on the day previowsuth date, as determined in good faith by the Gfiredncial Officer; or (d) if the
Corporation’s stock is not publicly traded, the faiarket value established by the Chief Financiéicér acting in good faith.

Section 1.19— General Counsel

“General Counsel” shall mean the General Celunisthe Corporation.

Section 1.20— Installment Payout Period

“Installment Payout Period” shall mean a pead five (5) or ten (10) years, as specified ia thlevant Deferral Election, commencing on
the Settlement Date specified in the Deferral Ebect

Section 1.21— Interest Bearing Account

“Interest Bearing Account” shall mean a suloaict under the Deferred Compensation Account tekwbieferred Amounts may be
credited in accordance with
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the Deferral Elections of a Participant and to whitterest on those Deferred Amounts is crediteakitordance with this Plan.

Section 1.22— Interest Bearing Account Balance

“Interest Bearing Account Balance” shall measpf any Determination Date, the aggregate obiferred Amounts credited to a
Participant’s Interest Bearing Account in accordanith Deferral Elections made by the Participaimto the Determination Date, together
with interest credited on those Deferred Amoumsdcordance with this Plan, prior to the DeteritidmaDate, reduced by (a) any amounts
that the Participant previously has elected, iroet@ance with Subsection 4.2(b) below, to trangghé Participan$ Investment Unit Accoul
and (b) any amounts that previously have beenilolis&d to the Participant from the Interest Beadugount in accordance with this Plan.

Section 1.23— Interest Rate

“Interest Rate” shall mean the applicabled/ieh 10year U.S Treasury bills, as determined on thedagtof the calendar quarter for wh
interest at the Interest Rate is being creditedyamt to Section 4.5.

Section 1.24— Investment Unit Account

“Investment Unit Account” shall mean a subaodaunder the Deferred Compensation Account to wBieferred Amounts may be
credited in accordance with the Deferral Electiba ®articipant.

Section 1.25— Investment Unit Account Balance

“Investment Unit Account Balance” shall meas,of Determination Date, the number of Libbey §tdaits credited to the applicable
Participant’s Investment Unit Account, reduced éygny Libbey Stock Units previously debited agieihat account, the value of which the
Participant previously has elected, in accordanitie 8ubsection 4.2(b) below, to transfer to thetiBigant’s Interest Bearing Account, and
(b) any Libbey Stock Units, the value of which goasly has been distributed to the Participant flisninvestment Unit Account in
accordance with the Plan.

Section 1.26— Libbey Stock Unit
“Libbey Stock Unit” shall mean a hypotheticalit equal in value to one (1) share of the Corfionés Common Stock.

Section 1.27— Minimum Stock Holding Rule

“Minimum Stock Holding Rule” shall mean anyewr policy that the Board has adopted, that remai effect at the time in question and
that obligates the applicable Outside Directorum@ specified minimum number of shares of Common
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Stock, Libbey Stock Units or any combination of Goon Stock and Libbey Stock Units.

Section 1.28— Officer

“Officer” shall mean an officer of the Corptica, as defined in Rule 16a-1(f), or any succepsovision thereof, under the Exchange Act,
as such Rule may be amended in the future.

Section 1.29— Outside Director

“Outside Director” shall mean a Director wisoniot an Officer or Employee of the Corporation.

Section 1.30— Plan
“Plan” shall mean this 2006 Deferred Compeansa®lan for Outside Directors.

Section 1.31— Rule 16b-3
“Rule 16b-3" shall mean Rule 16b-3 under tixelange Act.

Section 1.32— Secretary

“Secretary” shall mean the Secretary of thepGration.

Section 1.33— Separation from Service

“Separation from Service” shall have the megrset forth in Section 409A(a)(2)(A)(i) of the Gpdis determined by the Secretary of the
Treasury. The Chief Executive Officer shall havik dind final authority, which shall be exercisechis/her discretion, to determine
conclusively whether a Director has had a “Sepamaftiom Service,” and the date of such “Separafiom Service.

Section 1.34— Settlement Date

“Settlement Date” shall mean (a) as to anyelrel Amounts with respect to which a Participaag &lected a lump sum form of
distribution, the date specified in the relevantddel Election as the date on which the Deferr@dofints shall be distributed, or (b) as to any
Deferred Amounts with respect to which a Partictdgaas elected distribution in the form of instalhts the date on which the first installm
shall be distributed.

Section 1.35— Subaccount

“Subaccount” means the Interest Bearing Actourhe Investment Unit Account, as the case ney b
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Section 1.36— Unforeseeable Emergency

“Unforeseeable Emergency” shall have the nmepset forth in Section 409A(a)(2)(B)(ii) of the @n
ARTICLE Il

PARTICIPATION

Section 2.1— Eligibility

Each Outside Director is eligible to partidga this Plan. Each Outside Director who eleatpdrticipate in this Plan is referred to in this
Plan as a “Participant.” A Director who is not ant§€lde Director is not eligible to participate s Plan. Officers and Employees of the
Corporation are not eligible to participate in tRign. At such time as an Outside Director ceasesdvide services to the Corporation or to
qualify as an Outside Director, the Outside Direstuall no longer be entitled to defer further amtswinder this Plan, but the Outside
Director shall remain a Participant with respechiDeferred Compensation Account Balance undéil@ieferred Compensation Account
Balance is fully distributed in accordance withstRian.

ARTICLE Il

DEFERRAL ELECTIONS

Section 3.1— Deferral Elections

(a) Except as set forth in Subsection (b) Wwelm or before December 31 of each calendar peah Participant may make a Deferral
Election pursuant to which the Participant electddfer payment of all or any part of the Compdnsaahat otherwise would be payable to
him for service rendered in the succeeding calepéar. Each Deferral Election shall be in writimgahall specify:

(i) The portion of his Compensation with res® which he is electing to defer payment purstarthe Deferral Election;
(i) The form of distribution applicable undgection 5.2;

(i) The Installment Payout Period, if anywen which the Corporation shall pay to the Partaipthe portion of the Participant’s
Deferred Compensation Account Balance that ishattable to Deferred Amounts covered by the Defdttattion;

(iv) The Settlement Date upon which the Coagion shall pay to the Participant the portiontaf Participant’s Deferred
Compensation Account Balance that is attributabiBeferred Amounts covered by the Deferral Electonpon which the relevant
Installment Payout Period shall
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commence, as the case may be, or, if the Defeleatiin does not specify a Settlement Date, therPrticipant’s Deferred
Compensation Account Balance shall be distributdy opon Separation from Service; and

(v) The applicable Subaccount to which thedbefd Amount that is subject to the Deferral Etatshall be credited or is deemed
invested.

(b) An Outside Director who is first electedappointed to the Board in 2005 or any subseqce&ehdar year may participate in this Plan
by submitting a Deferral Election in writing to tBecretary of the Corporation within thirty (30)daafter his election or appointment to the
Board. However, such Deferral Election shall beliapple only to Compensation payable with respeddrvice rendered after the date the
Deferral Election is submitted.

Section 3.2— Deferral Election Changes

(a) Notwithstanding anything to the contranySiubsection 3.1(a) above, a Deferral Election niad@e calendar year with respect to
Compensation payable for service rendered in theemding calendar year shall be deemed renewenhatitally with respect to
Compensation payable for service rendered in eglobesjuent calendar year during which the Partitiganders service to the Corporation as
an Outside Director. However

(i) Each renewal of the Deferral Election aciing to this Subsection 3.2(a) shall be deemegparsite Deferral Election, the terms of
which are identical to the original Deferral Electj except that any specified Settlement Date weigipect to distributions of the portions
of the Participant’s Deferred Compensation Accd@aiance that are attributable to Deferred Amoumtshich the renewal relates shall
be extended to a date that is one (1) year fronspieeified Settlement Date specified by the prewg8ieferral Election.

(i) The Participant may modify or revoke af®real Election as provided in this Section 3.2;

(iii) In lieu of automatically renewing a Defal Election, the Participant may make a sepangitten Deferral Election, pursuant to
Subsection 3.1(a) above, with respect to Compeansgatyable for service rendered in the subsequaendar year.

(b) Except as set forth in Subsection 3.2(@yva, Subsection 3.2(c) or (d) below or Subsediidn a Participant may not revoke or modify
a Deferral Election during the calendar year inalithe Compensation is being earned.

(c) A Participant may modify an existing De#drElection to extend the Settlement Date or clkahg form of distribution specified in the
existing Deferral Election, provided that the Rapiant delivers written notice to the Secretaryc#fgeng the modification in question and the
General Counsel affirmatively determines that:
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(i) As a result of the proposed modificatitiie Settlement Date specified in the existing DrefeElection will not be accelerated;

(ii) The effective date of the proposed mauiifion to the existing Deferral Election is on @eddat is at least twelve (12) months after
the Participant submits the written modificatiortie Secretary; and

(iii) If, pursuant to the proposed modificatidghe Settlement Date specified by the existinéebal Election would be extended, then
(A) the date on which the Participant gives writtertice of the proposed modification to the Seeyetand the effective date of the
proposed modification, shall be a date that isesx than one (1) year prior to the Settlement Bpgeified in the existing Deferral
Notice; and (B) the date to which the SettlementeDlsextended shall be a date not less than Siygdars from the Settlement Date
(provided that distributions on account of Unfoeestele Emergency nevertheless may be made prioctodate in accordance with this
Plan). For purposes of determining the relevarg {b) year period with respect to an installmernynpant, installment payments shall be
treated as a single payment commencing on theeBedtit Date for purposes of Section 409A of the Code

(d) A Participant may modify a Deferral Elexctito select a different Subaccount to which Def@#mounts with respect to Compensa
not yet earned or paid as of the effective dath@imodification shall be credited, provided ttret Participant submits written notice
specifying the proposed modification to the Secyetand the General Counsel determines that ahefallowing conditions are satisfied:

(i) To the extent necessary to enable thadhaant to qualify for the exemption specified bulR 16b-3, the effective date of the
proposed modification is not less than six montiiss(ich other period as Rule 16b-3 may specifypftoe Participant’s most recent
Deferral Date;

(ii) The modification will not otherwise resuh a violation of any other provision of the Exeige Act, as determined by the General
Counsel;

(iii) After giving effect to the proposed mdidation, the Participant will be in compliance winy Minimum Stock Holding Rule then
in effect and applicable to the Participant; and

(iv) During the calendar year in which the i®¢@ry receives written notice of the proposed ffication, the Participant has not
previously modified the Deferral Election in questito specify a different Subaccount to which DefgrAmounts are to be credited.
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ARTICLE IV

DEFERRED COMPENSATION ACCOUNTS

Section 4.1— Deferred Compensation Account

(a) There shall be established for each Rjpatit an account to be designated as the Partitspaaferred Compensation Account. All
Deferred Amounts under the Plan shall be creditethé Corporation to the Participant’s Deferred @emsation Account.

(b) The Corporation shall maintain separateasaounts for Deferred Amounts to be credited taleemed invested in, the Interest Bea
Account and/or the Investment Unit Account. In diddi, the Corporation shall maintain separate sodats for Deferred Amounts under
each Deferral Election made by a Participant ireotd accurately reflect the amounts distributatité respect to each Deferral Election
made by the Participant. Amounts deferred purstmeach Deferral Election shall be credited to, daeémed invested in, the appropriate
accounts and Subaccounts.

(c) The Corporation shall provide each Partiot, at least quarterly, a statement of his Defe€@ompensation Account Balance, Interest
Bearing Account Balance and Investment Unit Accdaiance, if any, as of the last day of the immidjapreceding calendar quarter

Section 4.2— Investment of Deferred Compensation Account

(a) The Deferred Amounts credited to eachi€lpant’s Deferred Compensation Account for a cdéeryear shall be credited to, and
deemed invested in, either the Interest BearingpAotor the Investment Unit Account, as specifiethie applicable Deferral Election. If the
Participant’s Deferral Election does not specify Bubaccount to which the related Deferred Amosingédl be credited and deemed invested,
then the Deferred Amount shall be credited autarabyi to, and deemed invested in, the Participdnvgstment Unit Account.

(b) A Participant may elect to transfer pars®f his Investment Unit Account to his InvestmBaaring Account and vice versa; provided,
however, that the Participant submits written retiz the Secretary of the election and the Gei@pahsel determines that all of the follow
conditions are satisfied:

(i) To the extent necessary to enable thadhgaiht to qualify for the exemption specified byl® 16b-3, the effective date of the
transfer is not less than six months (or such gtleeiod as Rule 16b-3 may specify) from the Pgréint’'s most recent Deferral Date;

(i) The proposed transfer will not otherwigsult in a violation of any other provision of thgchange Act, as determined by the
General Counsel; and
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(i) After giving effect to the proposed trsfer, the Participant will be in compliance withydinimum Stock Holding Rule then in
effect and applicable to the Participant; and

(iv) During the calendar year in which the ®¢gry receives written notice of the proposeddfan the Participant has not previously
effected the transfer of any portion of his Intésaring Account to his Investment Unit Accountvare versa.

Section 4.3— Dividend Equivalents

If a Participant has a positive Investmentt&ticount Balance on a dividend record date forGbenmon Stock, the Corporation shall
credit to the Participant’s Investment Unit Accquim the corresponding dividend payment date, abeurof Libbey Stock Units determined
by dividing (a) the product of (i) the Participanthvestment Unit Account Balance as of that datk(d) the Dividend Equivalent on the
dividend payment date, by (b) the Fair Market Vadfighe Corporation’s Common Stock as of the dimdipayment date.

Section 4.4— Investment Unit Account

(a) If a Participant’s Deferral Election syfeas that Deferred Amounts shall be credited toRBaeticipant’s Investment Unit Account, then
the number of Libbey Stock Units to be creditea t®articipant’s Investment Unit Account as of areféral Date to which the Deferral
Election relates shall be determined by dividing éipplicable Deferred Amounts by the Fair Markelug¢af the Corporation’s Common
Stock as of that Deferral Date.

(b) If a Participant elects, in accordancén@tibsection 4.2(b) above, to transfer amounts fiisninterest Bearing Account to his
Investment Unit Account, then the number of LibiStgck Units to be credited to the Participant’sastment Unit Account shall be
determined by dividing the portion of the Participa Interest Bearing Account Balance that is scibje the election (with the Interest
Bearing Account Balance being determined as ofasieday of the calendar quarter immediately prisxethe effective date of the transfer)
by the Fair Market Value of the Corporation’s Comm&tock as of the effective date of the transfer.

Section 4.5— Interest Bearing Account

(a) If a Participant elects, in accordancénvtibsection 4.2(b) above, to transfer amounts frisninvestment Unit Account to his Interest
Bearing Account, then the amount to be crediteuigdnterest Bearing Account shall be the proddi¢t)ahe number of Libbey Stock Units
that are subject to the election and (ii) the Kéarket Value of the Corporation’s Common Stock Bthe effective date of the transfer.

(b) From and after the date on which Defe#etbunts are credited to a Participant’s InteresarBgy Account and until the Deferred
Amounts are either
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transferred to the Participant’s Investment Unit@ent pursuant to a modification or election magéhe Participant in accordance with
Subsection 3.2(d) or Subsection 4.2(b), interestumi Deferred Amounts shall likewise be creditedthe last day of each calendar quarter,
to the Interest Bearing Account at the IntereseRat

ARTICLE V

PAYMENT OF ACCOUNT BALANCES

Section 5.1— Timing of Payment of Deferred Compensation AccounBalance

A Participant’'s Deferred Compensation AccaBatance (or, if any Deferral Election of the Papant specifies that a portion of his
Deferred Compensation Account Balance shall belgaya the form of installment payments, the firsttallment thereof) shall become
payable upon the earlier of:

(i) The Participant’s Separation from Senwaeeif the Participant is a “specified employees’defined in Section 409A(a)(2)(B)(i) of
the Code, at the time of the Participant’s Sepamndtiom Service, such amounts shall be payabldeffiitst business day that is six
months following the Participant’s Separation fr8ervice; or

(i) The Settlement Date specified by the grant under the applicable Deferral Electionttessame previously has been modifie
accordance with Subsection 3.2(c).

Section 5.2— Form of Payment

(a) The portion of a Participant’'s Deferrech@@ensation Account Balance that is attributableaoh calendar year with respect to which
the Participant has made a Deferral Election diepayable either in a lump sum that is paid orSitlement Date specified in the applici
Deferral Election or in annual installments tha payable over the Installment Payout Period sigekifi the applicable Deferral Election, in
each case as the applicable Deferral Election pusiy has been modified in accordance with Subse&i2(c).

(b) Until distributed, Deferred Amounts sHadl deemed to remain invested in the Participanterést Bearing Account and/or Investment
Unit Account, as specified by the Participant ia eferral Election applicable to the relevant Defé Amounts.

(c) All distributions of the Participant’'s Befed Compensation Account Balance shall be payaldash. For purposes of determining the
amount of any such distribution, the Participaiigestment Unit Account Balance shall be deemedexead to cash in an amount equal to
the product of the number of Libbey Stock Unitsthiel the Participant’s Investment Unit Account be tipplicable Determination Date by
the Fair Market Value of a share of the Corporasi@@ommon Stock on that date.
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(d) If the Deferral Notice of a Participanesfiies that payments of any portion of the Paptiait’s Deferred Compensation Account
Balance shall be made in the form of installmettish as of September 30 of the calendar year pregéue payment of an installment the
amount of the installment shall be determined lwditig the portion of the Participant’s Deferredmmensation Account Balance to which
the Deferral Election applies (with the Deferrech@p@nsation Account Balance being determined dsadfdate) by the number of annual
installments remaining in the applicable Installtn@ayout Period.

Section 5.3— Death Before Payment

In the event of a Participant’s death befaselleferred Compensation Account Balance has baihtp him in full, then his Deferred
Compensation Account Balance as of the date addwsh shall be payable to the beneficiary or berfes named by him in a written
designation filed with the Secretary (or, in theeatice of such a designation, to his estate) ima kum within sixty (60) days after the dat
death..

Section 5.4— Unforeseeable Emergency

(a) Notwithstanding the provisions of Secttofh or any election of the Participant to the carytrin the event of an Unforeseeable
Emergency resulting in severe financial hardshighéoParticipant, the Participant may elect toireca distribution of all or a part of his
Deferred Compensation Account Balance pursuartederms of this Section 5.4.

(b) The Participant shall file with the Seargta written request for a distribution on accanintynforeseeable Emergency. The written
request shall indicate the nature of the Unfordsledamergency, the amount of financial hardshipired by the Participant as well as
whether or not the hardship may be relieved thranghrance or through the disposition of other @s3éhe Chief Executive Officer, in his
sole discretion, or such other independent thirtypes may be required pursuant to Section 409%h®fCode, shall determine whether or not
the Participant satisfies the requirements fors#iiution due to an Unforeseeable Emergency.

(c) If a Participant is determined to quafidy a distribution on account of an UnforeseeabiteeEgency, then the amount to be distributed
to the Participant shall not exceed an amount sacg$o satisfy the hardship resulting from theddagseeable Emergency, plus an amount
necessary to pay taxes reasonably anticipatedessiti of such distribution, all as determinedha sole discretion of the Chief Executive
Officer (or such other independent third party ag/rbe required pursuant to Section 409A of the Catter taking into account the extent to
which the Participant could satisfy the hardshiptgh reimbursement or compensation by insurancgh@rwise or by liquidation of the
Participant’s assets, including cancellation ofaeticipant’s Deferral Election for that calengiaar under Subsection 5.4(d) below and as
otherwise required by Section 409A of the Code.
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(d) A Participant may cancel his Deferral HElat in effect for the calendar year in which hel&termined to qualify for a distribution on
account of an Unforeseeable Emergency. If a Ppatiticancels his Deferral Election for such caleyear, he may not reinstate such
election during that calendar year, but may fiteeas Deferral Election effective for the next calenglear in accordance with Section 3.1.

ARTICLE VI

ADMINISTRATION

Section 6.1— Duties and Powers of Chief Executive Officer

It shall be the duty of the Chief Executivdi€dr to conduct the general administration of fti@n in accordance with its provisions. The
Chief Executive Officer shall have the power temret the Plan and to adopt such rules for theradiration, interpretation and application
of the Plan as are consistent therewith and topree amend or revoke any such rulgrsvided, however , that Deferral Elections under the
Plan are intended to defer a Participant’s rea#fificome, for purpose of the Code, and all su¢bsrshall be made and interpreted consistent
with that intention. To the extent that any proersdf this Plan or any Deferral Election would athise cause any Deferred Amount to
violate the requirements of Section 409A(a)(2),dB§4) of the Code, then that provision or DefeEiection shall be deemed null and void,
and the Chief Executive Officer shall have the aritit to modify the Plan or Deferral Election satlthe Plan or Deferral Election complies
with Section 409A(a) of the Code.

Section 6.2— Amendment and Termination of the Plan

(a) The Board may at any time, and from timérhe, amend, suspend, or terminate the Plan miendr in partprovided , however , that
no such amendment, suspension or termination miglyout the consent of each Participant affectedeting have any adverse retroactive
effect on the rights of any Participant (or anysper claiming through or under him) under the plaless required by applicable law.

(b) Notwithstanding anything to the contramthie Plan, if and to the extent the Company stetkbrmine that the terms of the Plan may
result in the failure of the Plan, or amounts deféby or for any Participant under the Plan, tmply with the requirements of Section 409A
of the Code, or any applicable regulations or guddapromulgated by the Secretary of the Treasucpimmection therewith, the Company
shall have authority to take such action to amematify, cancel or terminate the Plan or distribatg or all of the amounts deferred by or for
a Participate, as it deems necessary or advisablading without limitation:

(i) Any amendment or modification of the Ptarconform the Plan to the requirements of Secti®®A of the Code or any regulations
or other guidance thereunder (including, withomritation, any amendment or
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modification of the terms of any applicable to &wgfticipant’s Deferred Compensation Accounts reiggrthe timing or form of
payment).

(ii) Immediate payment to the Participantlod amount otherwise payable to such Participant.
Any such amendment, modification, cancellationteomination of the Plan may adversely affect tights of a Participant without the
Participant’s consent.
Section 6.3— No Right to Continued Membership On The Board

Nothing in this Plan shall confer upon any €e Director any right to continue as a directithe Corporation or shall interfere with the
rights of the Corporation and its stockholders,chitare hereby expressly reserved, to remove angidaubDirector at any time for any reason
whatsoever, with or without cause.

Section 6.4— Nonassignability

Rights under the Plan shall not be assignaibteansferable or subject to encumbrance or changay nature, other than by designatio
beneficiary to take effect at death or, in the abseof such designation, by will or the laws ofaeg and distribution. The Plan shall be
binding on and inure to the benefit of the Compaagch Participant and every person claiming thraargimder a Participant, and their
respective heirs, successors, and assigns.

Section 6.5— No Funding Required

The Corporation shall be under no duty to sggte or set aside any amount credited to any atestablished by the Plan from the
general assets of the Corporation, but the Boang mats discretion, direct the establishment of érusted, insured or other payment
arrangement from which the Corporatiswbligations as to a Participant under the Play Ipegpaid, provided that any such arrangement
not give a Participant any greater right than atmgiounsecured general creditor of the CorporatimParticipant beneficiary, estate or other
person claiming through or under a Participantidtale any legal or beneficial property interestgloever in any assets of the Corporation
or in any such payment arrangement that may bélestad at the direction of the Board (except ag beexpressly provided by the paym
arrangement), and no such payment arrangementbghdemed to create a trust of any kind, any idycelationship between the
Corporation and any person, or any collateral sgciar the Corporation’s obligations under theiRl&o the extent that a Participant or any
other person acquires a right to receive any payfnem the Corporation under this Plan, such rigjtall be no greater than that of any other
unsecured general creditor of the Corporation.

Section 6.6— Recapitalization

If, as a result of any stock split, reversecktsplit, stock dividend, combination or exchanfshares, consolidation, spin-off,
recapitalization or other
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distribution (other than normal cash dividendsasdets of the Corporation to its stockholdersngraher change affecting the Corporation’s
Common Stock, then the Libbey Stock Units creditethe Investment Unit Account of any Participadmilsbe treated in the same manner as
the Corporation’s Common Stock.

Section 6.7— Notices

Each notice, election or other communicatmbe given pursuant to this Plan shall be in wgitamd shall be deemed given when:
(i) delivered by hand;
(ii) receipt is confirmed if sent by telecomy,electronic mail; or
(i) received by addressee if sent by filstss mail or other overnight delivery service.
Notices to the Corporation shall be sentd@rincipal office, and notices to a Director shulsent to the last known address of such
Director as contained in the Corporation’s records.

Section 6.8— Governing Law

This Plan shall be construed in accordanck thi¢ laws of the State of Delaware, without redardonflicts of law principles.

* k% % % %

| hereby certify that the foregoing 2006 Deder Compensation Plan for Outside Directors wag ddbpted by the Board of Directors of
Libbey Inc. on December 6, 2005, and shall be #ffeas of January 1, 2006.

Executed on this®day of December, 2005.

/s/ Susan Allene Kovact
Susan Allene Kovact
Secretary
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