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Item 1.01. Entry into a Material Definitive Agreement.

Effective as of December 2, 2020, Graham Corporation (the “Company”) entered into a Credit Agreement (the “Credit Agreement”) with JPMorgan
Chase Bank, N.A. (“JPMorgan”), as Administrative Agent for the Lenders (collectively, the “Bank”) and J.P. Morgan Securities LLC, as Sole Bookrunner
and Sole Lead Arranger, that amended and restated the Company’s prior credit agreement with the Bank dated as of December 2, 2015. The Credit
Agreement provides the Company with an aggregate of $22,000,000 in revolving credit availability, comprised of a working capital line of credit and a
separate line of credit for the issuance of letters of credit.

The Credit Agreement provides the Company with a $15,000,000 revolving line of credit facility (the “WC Facility”) with a one year term to be
used for the Company’s working capital needs. The WC Facility includes a sublimit of $5,000,000 for letters of credit. Interest on amounts outstanding
under the WC Facility accrues and is payable monthly at the rate equal to LIBOR plus 175 basis points with unpaid principal, and any accrued and unpaid
interest, due and payable upon maturity. The WC Facility carries a fee of 37.5 basis points on unused amounts, payable quarterly. The Company’s
obligations to the Bank under the WC Facility are secured by a lien on all personal property assets of the Company.

The Credit Agreement also provides the Company with a separate revolving line of credit facility (the “Letter of Credit Facility”) initially in the
principal amount of $7,000,000 with a four year term, to be used solely for issuances of letters of credit. The Letter of Credit Facility carries a fee of 75
basis points on the undrawn face amount of letters of credit issued under the Letter of Credit Facility, payable monthly. The Letter of Credit Facility
carries a fee of 37.5 basis points on the unused amount of the Letter of Credit Facility, payable quarterly. Loans extended to the Company to finance its
reimbursement obligations in respect of amounts drawn on Letters of Credit issued under the Letter of Credit Facility shall bear interest at the rate of
interest announced by the Wall Street Journal from time to time as its Prime Rate. The Company’s obligations to the Bank under the Letter of Credit
Facility are secured by a lien on cash collateral in the amount of $7,000,000.

Under the Credit Agreement, the Company agreed to not permit (i) its Funded Indebtedness to EBITDA Ratio (as defined in the Credit Agreement),
on the last day of any fiscal quarter, to exceed 3.5 to 1.0 and (ii) the Interest Coverage Ratio (as defined in the Credit Agreement), for any period of four
consecutive fiscal quarters ending on the last day of any fiscal quarter, to be less than 4.0 to 1.0. Each of the Funded Indebtedness to EBITDA Ratio and
Interest Coverage Ratio will be calculated on a trailing twelve month basis and tested on the last day of each fiscal quarter, commencing December 31,
2020.

The Credit Agreement also provides that the Company is permitted to pay dividends without limitation, however, if the Funded Indebtedness to
EBITDA Ratio as of the last day of the most recent fiscal quarter then ended is greater than 2.0 to 1.0, any dividends will not exceed 25% of the
Company’s net income for the immediately preceding four fiscal quarters. In addition, the Credit Agreement contains representations, warranties,
covenants, terms and conditions as are customary to similar agreements.

The foregoing summary of the Credit Agreement does not purport to be complete, and is qualified in its entirety by reference to the Credit
Agreement, a copy of which is expected to be filed as an exhibit to the Company’s next Quarterly Report on Form 10-Q.

 
Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

The information set forth in Item 1.01 of this Current Report on Form 8-K is incorporated by reference into this Item 2.03.
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