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October 27, 2011
To Our Shareholders:

We had a very active and successful year in Fiscal 2011 with earnings rising 55%, the
completion of a key strategic acquisition and the commencement of two major development
initiatives. As a result of these and other accomplishments, we are well positioned for continued
profitable growth in our core businesses. Going forward, we see many opportunities for future
growth and, despite the current uncertain financial markets, our major end markets and
customers are performing well.

Earnings growth largely came from a 20% increase in volumes and a 9% increase in
average selling price. We operated at full production capacity during the year, with normal
maintenance outages, as customer demand was solid and market prices for all products
increased. Also, our long-term below-market contracts expired at the end of calendar 2010.

Major highlights of the year were as follows:

*  We acquired Alden Resources, a leading provider of specialty metallurgical coal for
the silicon metal and silicon-based alloy industries. Specialty metallurgical coal is a
key ingredient in the production of silicon metal. By acquiring Alden, we secured a
stable, long-term and low-cost supply of this key raw material to support our
continued growth worldwide while maintaining Alden’s position as a leading supplier
to other silicon and silicon-based alloy producers.

* We entered into several agreements to build a world class, low cost silicon metal
plant in Iceland. We expect this facility to be one of the lowest cost silicon metal
plants in the Western World, as well as the lowest cost plant in Europe, including
Scandinavia. The plant will produce 40,000 MT of silicon metal annually using 66
megawatts of competitively priced, fixed cost power under an 18 year contract.

» We purchased two exploratory mining licenses for manganese ore, an ore used in
making certain silicon-based alloys and intend to conduct test drilling and then
prepare a feasibility study.

*  We invested $35 million in capital expenditures to maintain our furnaces, enhance
efficiencies and lower costs.

Prospects for fiscal 2012 are good as customer demand and pricing appears to be holding
steady as we begin to book business for calendar 2012. We also continue to focus on cost
reduction and efficiency improvement as well as aggressively exploring strategic growth
opportunities in our core silicon metal and silicon-based alloy businesses.

I want to thank you for your continued support, and on behalf of the whole management
team, let you know that we are fully focused on enhancing shareholder value through profitable
growth.

Sincerely,

Jeff Bradley
Chief Executive Officer
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PARTI -

Special Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains “forward-looking statements” as that term is used in the Private’ Securities Litigation Reform Act of 1995. The forward-looking
statements are contained principally in the sections entitled “Business,” “Risk ‘Factors,” and “Management’s Discussion and Analysis of Financial Condition' and Results of
Operations.” In some cases, you can identify forward-looking statements by terms such as “anticipates,” “believes,” “could,” “estimates,” “expects,” “intends,” “may,” “plans,”
“potential,” “predicts,” “projects,” “should,” “will,” “would” and similar expressions intended to identify forward-looking statements, These statements involve known and unknown
risks, uncertainties, and other factors which may cause our actual results, performance, or achievements to be materially different from-any future results, performance, or
achievements expressed or implied by the forward-looking statements. Forward-looking statements include statements about:

+ the anticipated beneﬁts and nsks associated with our busmess stIategy,

» our future operating results and the future value of our common stock'

+ the anticipated size or trends of the markets in Wluch we compete and the anticipated competltlon in those markets

e our ab111ty to attract customers in a cost-efﬂcwnt manner,

‘e our ability to attract and retain qualified management personnel;

*  our future capital requirements and our ability to satisfy our capital needs;

+ the potential for additional issuances of our securities; and

« thepossibility of future acqmsmons of busmesses or assets

Forward-loolqng statements reflect our current views with respect to future events and are based on assumptlons and subject to nsks and uncertamtles including, but not lumted
to: .

‘e the hxstonc cychcahty of the metals industry and the. attendant sw1ngs in market price and demand
* increases in energy costs and the effect on our cost of producuon
» .- disruptions in the supply of power;
* availability of raw materials or transportation; .’
. cdst df raw materinl inputs and our abilit$' to pass along thdse,costs to customers;
+ the concentration of our sales to a limited number of customers and the potential loss of a portion of sales to those customers;
» changes in laws protecting U.S. companies from foreign competition;

* integration and development of prior and future acquisitions; and

* other risks described from time to time in our filings with the United States Securities and Exchange Commission (SEC), including the risks discussed under the headmg
“Risk Factors” in this Annual Report.

Given these uncertainties, you should not place undue reliance on these forward-looking statements. Also, forward-looking statements represent our estimates and-assumptions
only as of the date the statements are made. You should read this Annual Report-on Form 10-K and the documents that we have filed as exhibits completely and with. the
understanding that our actual future results may be materially different from what we expect. Except as required by law, we assume no obligation. to update any forward -looking
statements publicly or to update the reasons actual results could differ materially from those anticipated in any forward -looking statements, even |f new information becomes
available in the future.

Item 1. Business
Overview

Globe Specialty Metals, Inc. and subsidiary companies (GSM, the Compauny, we, us, or our) is one of the world’s largest and most efficient producers of silicon metal and
silicon-based alloys, with approximately 100,000 metric tons (MT) of silicon metal capacity (excluding Dow Corning Corporation ’s portion of the capacity of our Alloy, West
Virginia plant) and 120,000 MT of silicon-based alloys capacity. Silicon metal, our principal product, is used as a primary raw material in making silicone compounds, aluminum and
polysilicon. Our silicon-based alloys are used as raw materials in making steel, automotive components and ductile iron. We control the supply of most of our raw materials, and we
capture, recycle and sell most of the by-products generated in our production processes.




Our products are currently produced in six principal operating facilities located in the United States and Argentina, Additionally, we operate facilities in Poland and China. Our
flexible manufacturing capabilities allow us to optimize production and focus on products that enhance profitability. We also benefit from the lowest average operating costs of any
large Western World producer of silicon metal, according to CRU International Limited (CRU), a leading metals industry consultant. CRU defines “Western World” as all countries
supplying or consuming silicon metal with the exception of China and the former republics of the Soviet Union, including Russia. :

Fiscal 2011 was a very successful and active one for us. Sales and profits grew significantly from the prior year as all our long-term and annual sales contracts for silicon metal
expired at the end of calendar 2010 and we entered into new. annual contracts at higher prices. In addition, silicon-based alloy pricing, which is typically re-set on a quarterly basis,
grew through the year propelled by end market growth. Also, we announced the building of a silicon metal plant in-Iceland and the acquisition of Alden Resources, North
America’s leading miner of specialty metallurgical coal for the silicon and silicon-based alloy industries. These transactions, as described below, will serve to broaden our product
mix, improve our profitability and position us for significant future growth. SR :

e In July 2011, we closed on the acquisition of Alden Resources, LLC, North America’s leading miner, processor and supplier of specialty metallurgical coal to the silicon and
silicon-based alloys industries and also a supplier of thermal coal to the power industry. Specialty metallurgical coal is a key ingredient in the production of silicon metal. Alden is
a major supplier of this type of specialty metallurgical coal to GSM and other silicon producers. By acquiring Alden, we secured a stable, long-term and low-cost supply of this
key raw material to support continued growth worldwide while maintaining Alden's position as a leading supplier to other silicon and silicon -based alloy producers. Charcoal,
where available, is a more costly alternative to coal and whose cost Globe would have to incur without adequate coal supplies. Alden has approximately 21 million tons of
reserves of specialty metallurgical coal used predominately in the silicon and silicon-based alloy industries. Alden is currently operating six mines in Kentucky and Tennessee.
Currently, Alden supplies approximately 600,000 tons of coal annually to the silicon and silicon -based alloy markets in North America and overseas, with small quantities
including byproducts sold to the thermal market. Alden also owns and operates a coal preparation plant in eastern Kentucky that washes and prepares the coal. The plant is
newly upgraded and capable of processing over 2.5 million tons of coal per year. We financed the acquisition with $55,000,000 million of bank debt, at an interest rate of
approximately 3%, and with $18,200,000 million of cash from GSM's balance sheet, In addition, the seller could receive a contingent payment of up to $6,800,000 million
based on future performance.

o In February 2011, we announced our intention to build a 40,000 metric ton silicon metal plant in Iceland. We are building the plant with a minority partner, Tomahawk
Development Company (Tomahawk), who secured substantially all the environmental and operating permits and the land, and who will own approximately 15% of the plant.
We obtained an 18 year, competitively priced power contract for 66 megawatts. Prior to beginning construction, which is expected to take place before the end of calendar
2011, we have a few remaining steps to complete, including obtaining final board of directors approval. The plant is expected to be operational in the second half of calendar
2013. The total project will cost approximately €115,000,000 and will be financed with €79,000,000 of financing provided by two commercial banks, approximately
€34,000,000 of cash from GSM, and €2,000,000 from Tomahawk. o . . L . . e

Volumes shipped in fiscal year 2011 increased more than 20% from our prior fiscal year, with approximately 27% of the increase in volume coming from the acquisition of Core
Metals completed in April 2010 net of the arrangement to ship material, at cost, from our former Brazilian plant to a European customer, which ended in December 2010. Our
average selling price of silicon metal and silicon-based alloys increased 9% in the fiscal year. We are presently running all of our furnaces at full capacity, subject to planned
maintenance outages. .

Demand and pricing for silicon metal appears to be primarily driven by strong end user demand for silicones, which are additives to hundreds of products such as cosmetics,
textiles, paints and coatings, and by growing demand for polysilicon, which is used to produce photovoltaic (solar) cells. Major silicone and polysilicon producers have announced
strong financial results along with expectations for future growth and significant new polysilicon capacity is being built in the United States and abroad. Demand and pricing for
silicon-based alloys is largely driven by end user requirements for our customized product offerings from specialty steel producers and foundries. Major customers are growing to
support increased auto production, domestically and overseas, and for other uses of specialty steel and castings.

Business segments
GMI

GMI currently operates five principal production facilities in the United States located in Beverly, Ohio, Alloy, West Virginia, Selma, Alabama, Niagara Falls, New York and
Bridgeport, Alabama.

Globe Metais
Globe Metais is a distributor of silicon metal manufactured in Brazil. This segment includes the historical Brazilian manufacturing operations, comprised of a manufacturing plant
in Breu Branco, mining operations and forest reserves, which were sold on November 5, 2009. Subsequent:to this divestiture, Globe Metais’ net sales relate only to the fulfillment
of certain retained customer contracts, which were completed as of December 31, 2010, .

Globe Metales ’ Py

Globe Metales operates a production facility in Mendoza, Argentina and a cored-wire fabrication facility in San Luis, Argentina. Globe Metales specializes in producing silicon-
based alloy products, either in lump form or in cored-wire, 2 delivery method preferred by some manufacturers of steel, ductile iron, machine and auto parts and industrial pipe.

Solsil
Solsil is continuing to develop its technology to produce upgraded metallurgical grade silicon metal (UMG) manufactured through a proprietary metallurgical process, which is
primarily used in silicon-based photovoltaic (solar) cells. Solsil is located in Beverly, Ohio and is currently focused on research and development projects and is not producing
material for commercial sale. We own an 81% interest in Solsil, Inc. (Solsil). ‘ : v

Corporate

The corporate office, located in New York, New York, includes general expenses, investments, and related investment income,




Other

Ningxia Yonvey Coal-Industrial Co., Ltd. (Yonvey). Yonvey produces carbon electrodes, an important input in our production process, at a production facility in Shizuishan
in the Ningxia Hui Autonomous Region of China. We currently consume internally the majority of Yonvey’s output of electrodes. We hold a 70% ownership interest in Yonvey.

Ultracore Polska Sp.z.0.0 (UCP). UCP produces cored-wire silicon-based alloy products. The fabrication facility is located in Police in northern Poland,
See our June 30, 2011 consolidated financial‘statements for financial information with Tespect to our segments.

Products and Operations

The following chart shows the location of our primary facilities, the products produced at each facility and each facility’s production capacity.

* We closed on the aéquisition of Alden Résources, LLC in July 2011.
Customers and Markets
The following table defailé' our shipments and average selling price pér MT over the laét eight quarters through June 30, 2011. See note 24 (Operating Segments) to our June

30, 2011 consolidated financial statements for additional information.

)

Quarter Ended .
June 30, March 31, December 31, September 30, June 30, March 31, December 31, September 30,
2011 2011 2010 2011 2010 2010 2009 2009
B (Unaudited)
Shipments (MT) el AN IRIA S DI ER T S e e,
@) Cienian 0l 56,580 s ey et SBMA8e . e L 62,207 - - i 47,684 s o
Average selling : E
price (§/MT) - $ 2,862 < 2,703 2,294 « 2,161 2,157 2,248

(a) Shipments and average selling price exclude silica fume, other by-products and electrodes.

During the year ended June 30, 2011, our customers engaged'primarily in the manufacture of silicone chemicals and polysilicon (35% of revenue), foundry alloys (20% of
revenue), aluminum (18% of revenue) and steel (17% of revenue). Our customer base is geographically diverse, and includes North America, Europe, South America and Asia,
which for the year ended June 30, 2011, represented 83%, 12%, 3% and 2% of our revenue, respectively.

For the year ended June 30, 2011, one customer accounted for more than 10% of revenues: Dow Corning, which represented approximately 17% of revenues (approximately
62% of which was a result of the manufacturing joint venture at our Alloy, West Virginia plant). Our ten largest customers account for approximately 48% of our net sales. These
percentages include sales made under our joint venture agreement to Dow Corning.




Silicon Metal

We are among the world’s largest and most efficient producers of silicon metal. Silicon-based products are classified by the approximate percentage of silicon contained in the
material and the levels of trace impurities. We produce specialty-grade, high quality silicon metal with silicon content generally greater than 99.25%. We produce the majority of this
high-grade silicon metal for three industries: (i) the atuminum industry; (i) the chemical industry; and (iii) polysilicon producers in the photovoltaic (solar)/semiconductor industry, We
also continue to develop our technology to produce UMG for photovoitaic (solar) applications. .

We market to primary aluminum producers who require silicon metal with certain. purity requirements for use as an alloy, as well as to the secondary aluminum industry where
specifications are not as stringent. Aluminum is used to manufacture a variety of automobsile and truck components, including engine pistons, housings, and cast aluminum wheels and
trim, as well as uses in high tension electrical wire, aircraft parts, beverage containers and other products which require optimal aluminum properties. The addition of silicon metal
reduces shrinkage and the hot cracking tendencies of cast aluminum and improves the castability, hardness, corrosion resistance, tensile strength, wear resistance and weldability of
the end products. .

Purity and quality control are important. For instance, the presence of iron in aluminum alloys, in even small quantities, tends to reduce its beneficial mechanical properties as
well as reduce its lustrous appearance, an important consideration when producing alloys for aluminum wheels and other automotive trim, We. have the ability to produce silicon
metal with especially low iron content as a result of our precisely controlled production processes.

We market to all the major silicone chemical producers. Silicone chemicals are used in a broad range of applications, including personal care items, construction -related
products, health care products and electronics. In construction and equipment applications, silicones promote adhesion, act as a sealer and have insulating properties. In personal
care and health care products, silicones add a smooth texture, prevent against ultra violet rays and provide moisturizing and cleansing properties. Silicon metal is an essential
component of the manufacture of silicones; accounting for approximately 20% of raw materials used.

We market to producers of silicon wafers and solar cells who utilize silicon metal as the core ingredient of their product. These manufacturers employ processes to further purify
the silicon metal and then use the material to grow crystals. These crystals are then cut into wafers, which are capable of converting sun light to electricity. The individual wafers are
then soldered together to make solar cells.

We enter into annual contracts for a majority of our silicon metal production.
Silicon-Based Alloy Products

We make ferrosilicon by combining silicon dioxide (quartzite) with iron in the form of scrap steel and iron oxides. To prodﬁce our high-grade silicon-based alloys, we combine
ferrosilicon with other additions that can include precise measured quantities of other metals and rare earths to create alloys with specific metallurgical characteristics. Our silicon -
based alloy products can be divided into four general categories: (i) ferrosilicon, (ii) magnesium-ferrosilicon-based alloys, (iii) ferrosilicon-based alloys and (iv) calcium silicon.

Magnesium-ferrosilicon-based alloys are known as “nodularizers” because, when combined with molten grey iron, they change the graphite flakes in the iron into spheroid

' particles, or “nodules,” thereby increasing the iron’s strength and resilience. The resulting prodict is commonly known as ductile iron. Ductile iron is employed in numerous

applications, such as the manufacture of automobile crankshafts and camshafts, exhaust manifolds, hydraulic valve bodies and cylinders, couplings, sprockets and machine frames,
as well as in commiercial water pipes. Ductile iron is lighter than steel and provides better castability (i.e., intricate shapes are more easily produced) than untreated iron.

Ferrosilicon-based alloys (without or with very low concentrations of magnesium) are known as “inoculants” and can contain any of a large number of combinations of metallic
elements. Inoculants act to evenly distribute the graphite particles found in both grey and ductile iron and refine other microscopic structures, resulting in a product with greater
strength and improved casting and machining properties.

Calcium silicon alloys are widely used to improve the quality, castability and machinability of steel. Calcium is a powerful modifier of oxides and sulfides. It improves the
castability of the steel in a continuous casting process by keeping nozzles from clogging. Calcium also improves the machinability of steel, increasing the life of cutting tools.

We believe that we distinguish ourselves from our competitors by providing technical advice and service to our silicon -based alloy customers and by tailoring the chemical
composition of our alloys to the specific requirements of each customer’s product line and foundry process. Silicon-based alloy customers are extremely quality conscious. We have
intensive quality control measures at éach stage of the manufacturing process to ensure that our customers’ specifications are met. ’

Our silicon-based alloys are sold to a diverse base of customers worldwide. Silicon-based alloys are typically sold on quarterly contracts or on a spot basis. We have evergreen
year-to-year contracts with many of our customers for the purchase of our magnesium -ferrosilicon-based products, while foundry ferrosilicon alloys are typically purchased in
smaller quantities for delivery within 30 days.

By-Products

We capture, recycle and sell most of the by-products generated in our production processes. The largest volume by-product not recycled into the manufacturing process is
silica fume (also known as microsilica). This dust-like material, collected in our air filtration systems, is sold to our 50%-owned affiliate, Norchem Inc., and other companies which
process, package and market it for use as a concrete additive, refractory material or oil well conditioner. The other major by-products of our manufacturing processes are “fines,”
the fine material resulting from crushing, and dross, which results from the purification process during smelting. The fines and dross that are not recycled into our own production
processes are generally sold to customers who utilize these products in other manufacturing processes, including steel production.




Raw Material Supply

We control the supply ‘of most of our raw materials. We have mining operations located in Billingsley, Alabama. These mines supply our U.S. operations with a substantial
portion of our requirements for quartzite, the principal raw material used in the manufacturing of all of our products. We believe that these mines, together with additional leasing
opportunities in the vicinity, should cover our needs well into the future. We also obtain quartzite from other sources in the U.S. The gravel is mined, washed and screened to our
specifications by our suppliers. All of our products also require coal or charcoal and woodchips in their manufacture. We source our low ash metallurgical -grade coal mainly from
the midwest region of the U.S., mostly under long-term fixed price contracts, for our U.S. operations, and we use charcoal from local suppliers for our Argentine operations. Going
forward, we will reduce our use of charcoal because of our increased coal supply from our Alden acquisition. The acquisition of Alden Resources, in July 2011, will provide us with
a stable and long-term supply of low ash metallurgical grade coal. It will also provide us with an additional revenue stream from selling this coal to other silicon metal and silicon -
based alloy smelters. Woodchips are sourced locally by each plant, and we maintain a wood chipping operation at our Alloy, West Virginia plant, which allows us to either buy logs
or chips based on market pricing and availability. Carbon electrodes are supplied by Yonvey and are also purchased from several other.suppliers on-annual contracts and spot
purchases. Most of our metal purchases are made on the spot market or from scrap dealers, with the exception of magnesium, which is purchased under a fixed duration contract
for our U.S. business. Our principal iron source for producing ferrosilicon-based afloys has been scrap steel. Magnesium and other additives are obtained from a variety of sources
producing or dealing in these products. We also obtain raw materials from a variety of other sources. Rail is the principal transportation method for gravel and coal. We have rail
spurs at all of our plants. Other materials arrive pnmanly by truck. We require our suppliers, whenever feasible, to use statistical process control procedures in their production
processes to conform to our own processes.

We believe that we have a cost advantage in most of our long-term power supply contracts. Our power supply contracts result in stable, favorably priced, long-term
commitments of power at reasonable rates. In Argentina, our power contract with the province of Mendoza to provide power at a discount to the local market price expired in
October 2009, and we are currently paying a month-to-month rate. We entered into a fixed-priced contract for power transmission in Argentina and are in negotiations to enter-into
a new long-term power contract. In West Virginia, we have a contract with Brookfield Energy to provide approximately 45% of our power needs at a fixed rate through December
2021. The remainder of our power needs in West Virginia, Ohio and Alabama are sourced through contracts that provide tariff rates at historically competitive levels. In connection
with the reopening of our Niagara Falls, New York plant, and as an incentive to reopen the plant, we obtained a public-sector package including 40 megawatts of hydropower
through 2013, which was subsequently extended to 2020. We have entered into power hedge agreements, ending in June 2013, for approximately 20% of the total power required
by our Niagara Falls, New York plant. These hedges cover our expected needs not supplied by the long-term power contract over the term of the hedge agreements.

Sales and Marketing Activities

Our silicon metal is typically sold through annual contracts which serve to lock in volumes and prices. Multi-year contracts have historically represented a meaningful portion of
our silicon metal sales; however, substantially all silicon metal multi-year contracts expired at the end of calendar 2010 and we have not entered into any new multi-year agreements. -
We did enter into annual calendar 2011 contracts for the bulk of our capacrty These agreements are largely fixed pnced with the minority being priced based on an index - with a
mix of firm volume commitments and requirements contracts.

Our marketing strategy is to maximize profitability by varying the balance of our product mix among the various silicon -based alloys and silicon metal. Our products are
marketed directly by our own marketing staff located in Buenos Aires, Argentina, Police, Poland, and at various locations in the United States and who work together to optimize
the marketing efforts. The marketing staff is supported by our Technical Services Manager, who supports the sales representatlves by advising foundry customers on how to
improve thelr processes usmg our products: -

We also employ customer service representatives Order receiving, entry, shipment coordination and customer-service is handled primarily from the Beverly, Ohio facility for
our U.S. operations, and in Buenos Aires, Argentina, and Police, Poland for our non U.S. operations. In addition to our direct sales force, we sell through distributors in various
U.S. regions, Canada, Southern and Northern Mexico, Australia, South America and Europe.

We maintain credit insurance for the majority of our customer receivables to mitigate collection risk.
Competition

The silicon metal and silicon-based alloy markets are capital intensive and competitive. Our primary competitors are Elkem AS, owned by China National Bluestar Group Co.
Ltd., and Grupo Ferroatlantica S.L. In addition, we also face competition from other companies, such as, Quebec Silicon, Rima Industrial SA and Ligas de Alumino SA, as well as
producers in China and the former republics of the Soviet Union. We have historically proven to be a highly efficient, low cost producer, with competitive pricing and manufacturing
processes that capture most of our production by-products for reuse or resale. We also have the flexibility to adapt to current market demands by switching between silicon-based
alloy and silicon metal production with reasonable switching costs. We face continual threats from existing and new competition. Nonetheless, certain factors can affect the ability of
competition to enter or expand. These factors include (i) lead time of three to five years to obtain the necessary governmental approvals and conmstruction completion;
(i) construction costs; (iii) the need to situate a manufacturing facility proximate to raw material sources, and (iv) energy supply for manufacturing purposes.




Competitive Strengths

We believe that we possess a number of competitive strengths that position us well to continue as one of the leading global suppliers of silicon metal and silicon-based alloys.

* Leading Market Positions. We hold leading market shares in a majority of our products. Our silicon metal capacity of approximately 100,000 MT annually (excluding
Dow Comning’s portion of the capacity of our Alloy, West Virginia plant), represents approximately 9% total Western. World capacity, including 45% capacity in North
America. We estimate that we have approximately 20% Western World capacity for magnesium ferrosilicon, including 50% capacity in North America and are one.of only
six suppliers of calcium silicon in the Western World (with estimated 18% capacity). : o g oo

* Low Cost Producer. We have beéﬁ recognized by CRU as the lowest average operatiﬂg cost large silicon metal producer in the Western World. Currently, CRU lists our
four silicon metal manufacturing facilities as being among CRU’s fivé most cost efficient silicon metal manufacturing facilities in the Western World, including the three lowest
cost facilities. Our Niagara Falls, New York plant is included in the CRU analysis at its normalized expected production costs. .

*  Highly Variable Cost Structure. We operate with a largely variable cost of production and have the ability to rapidly turn furnaces on and off to react to changes in
customer demand. During the global economic recession, we were able to quickly idle certain furnaces as demand declined and then quickly re-start them at minimal cost as
demand returned.

* . Long-Term Power Contracts. We also believe that we have a cost advantage in our long-term power supply contracts, which provide a significant portion of our power
needs. These power supply contracts result in stable, favorably priced, long-term commitments of power at reasonable rates. T

* Stable Raw Material Supply Through Captive Mines. We have quartz mining operations, located in Billingsley, Alabama, for which we currently possess long -term
lease mining rights. These mines supply our U.S. plants with a majority of our requirements for quartzite, the principal raw material used. in the manufacturing of our.
products. We believe that these mines, taken together with additional leasing opportunities in the vicinity should cover our needs well into the future. We have also obtained
a captive supply of electrodes, an important input in our manufacturing process, through our ownership in Yonvey. We-acquired Alden Resources in July 2011 which will
provide us with a stable and long-term supply of low ash metallurgical coal.

*  Efficient and Environmentally Sensitive By-Product Usage. We utilize or sell most of our manufacturing processes’ by-products, which reduces costs and limits
environmental impact.

* Diverse Products and Markets. We sell our products to a wide variety of industries and to companies in over 30 countries. We believe that our diverse product and
geographic end-market profile provides us with numerous growth opportunities and should help insulate us from economic downturns occurring in any individual industry or
geographic region, however global macroeconomic factors will impact the effectiveness of our industrial and geographical diversity strategy. See note 24 (Operating
Segments) to our June 30, 2011 consolidated financial statements for.additional information. . . .

*  Experienced, Highly Qualified Management Team. We have assembled a highly qualified management team with over 50 years of combined experience in the metals
industry among our top four executives. Alan Kestenbaum, our Executive Chairman, Jeff Bradley, our Chief Exccutive Officer and Chief Operating Officer, Malcolm
Appelbaum, our Chief Financial Officer, and Stephen Lebowitz, our Chief Legal Officer, have over 21, 26, 6 and 8 years of experience, respectively, in metals industries.
‘We believe that our management team has the operational and technical skill to continue to operate our business at world class levels of efficiency and to consistently
produce silicon metal and silicon-based alloys. ) : : :




Business Strategy

o Focus on Core Businesses. We differentiate ourselves on the basis of our technical expertise and high product quality and use these capabilities to retain existing accounts
and cultivate new business. As part of this strategy, we are-focusing our production and sales efforts on our silicon metals and silicon-based alloys to end markets where we
may achieve the highest profitability. We continue. to evaluate our core-business strategy and may divest certain non -core and lower margin businesses to improve our
financial and operational results.

«  Continue to Rationalize Costs to Meet Current Levels of Demand. We are focused on operating in a cost effective manner and continue to focus on cost control in
order to improve our profitability. Our largely variable cost of production should allow us to remain profitable during periods of reduced demand. . ‘

«  Capitalize on Market Conditions. In fiscal year 2010, we reopened our Niagara Falls, New York and Selma, Alabama plants and are. currently running all furnaces at
full capacity, other than planned maintenance outages. We remain focused on improving furnace uptime and production output. L

«  Maintain Low Cost Position While Controlling Inputs. We intend to maintain our position as one of the most cost-efficient producers of silicon metal in the world by
- continuing to control the cost of the process inputs through our captive sources and long-term supply contracts. We continue to focus on reducing our fixed costs in order to
reduce costs per MT of silicon metal and silicon-based alloy sold. : : o

s Continue Pursuing Strategic Acquisition Opportunities. We continue to pursue complementary acquisitions: at -appropriate valuations. We. are actively reviewing
several possible transactions to expand our strategic capabilities and leverage our products and operations. We intend to build on our history of successful acquisitions by
continuing to evaluate attractive acquisition opportunities for the purpose of increasing our capacity, increasing our access to raw materials and other inputs and acquiring
further refined products for our customers. Our focus is on investing globally in companies, technologies or products that complement and/or diversify our business or
product offerings. In particular, we will consider acquisitions or investments that will enable us to leverage our expertise in silicon metal and silicon-based alloy products and
to grow in these markets, as well as enable us to enter new markets or sell new products. We believe our overall metallurgical expertise and skills in lean production
technologies position us well for future growth. : :

» Leverage Flexible Manufacturing and Expand Other Lines of Business. We will leverage our flexible manufacturing capabilities to optimize the product mix produced
while expanding the products we offer. Additionally, we can leverage our broad geographic manufacturing reach to ensure that production of specific metals is in the most
appropriate facility/region. Besides our principal silicon metal products, we have the capability to produce silicon-based alloys, such as ferrosilicon and silicomanganese,
using the same facilities. Our business philosophy is to allocate our furnace capacity to the products which we expect will improve profitability.

«  Leverage Synergies Among Units. =According to CRU, we currently have the three lowest cost, and four of the five lowest cost silicon metal manufacturing facilities in the -
Western World. Additionally, according to CRU, the average operating cost of our four silicon metal production facilities is approximately 8.9% lower than the Western
World weighted average cost. Our Niagara Falls, New York plant is included in the CRU analysis at its normalized expected production costs. We seek to leverage each
of our facilities’ best practices and apply them across our system.

Employees

As of June 30, 2011, we had 1,213 employees. We have 822 empioyees in the United States, 155 employees in Argentina, 32 employees in Poland and 204 employees in
China. Our total employees consist of 470 salaried employees and 743 hourly employees and include 511 unionized workers. This compares to 1,136 employees at June 30, 2010.

We have not experienced any work stoppages and consider our relations. with our employees to be good. Our hourly employees at our Selma, Alabama facility are covered by
a collective bargaining agreement with the Industrial Division of the Communications Workers of America, under a contract running through July 31, 2013. Our hourly employees at
our Alloy, West Virginia, Niagara Falls, New York and Bridgeport, Alabama facilities are covered by collective bargaining agreements with The United. Steel, Paper and Forestry,
Rubber, Manufacturing, Energy, Allied Industrial and Service Workers International Union under contracts running through April 27, 2014, July 29, 2014, and March 31, 2012,
respectively. Union employees in Argentina are working under a contract running through April 30, 2012. Our operations in Poland and China are not unionized.

Research and Development

Our primary research and development activities are concentrated in our Solsil business unit. Solsil is continuing to develop its technology to produce upgraded metallurgical
grade silicon manufactured through a proprietary metallurgical process and which is primarily used in silicon -based photovoltaic (solar) cells. Solsil conducts research and
development activities designed to improve the purity of its silicon. The business performs experiments, including continuous batch modifications with the goal of improving
efficiencies, lowering costs and developing new products that we expect will meet the needs of the photovoltaic (solar) industry. These activities are performed at Solsil ’s
operations, which are currently located within our facility at Beverly, Ohio. Our success in producing UMG for the solar industry is expected to help lower the production cost of
photovoltaic (solar) cells and increase the overall affordability of the technology.

Proprietary Rights and Licensing
The majority of our intellectual property relates to process design and proprietary know -how. Our intellectual property strategy is focused on developing and protecting

proprietary know-how and trade secrets, which are maintained through employee and third-party confidentiality agreements and physical security measures. Although we have
some patented technology, our businesses or profitability does not rely fundamentally upon such technology.




Regulatory Matters

We operate facilities in the U.S. and abroad, which are subject to-foreign, federal, national, state, provincial and local environmental, health and safety laws and regulations,
including, among others, those governing the discharge of materials into the environment, hazardous substances, land use, reclamation and remediation and the health and safety of
our employees. These laws and regulations require us to obtain from govemnmental authorities permits to conduct certain regulated activities, which permits may be subject to
modification or revocation by such authorities.

-We are subject to the risk that we have not been or will not be at all times in complete compliance withi such laws, regulations and permits. Failure to comply with these laws,
regulations and permits may result in the assessment of administrative, civil and criminal penalties or other sanctions by regulators, the imposition of remedial obligations, the issuance
of injunctions limiting or preventing our activities and other liabilities. Under these laws, regulations and permits, we could also be held liable for any and all consequences arising out
of human exposure to hazardous substances or environmental damage we may cause or that relates to our operations or properties. Environmental, health and safety laws are likely
to become more stringent in the future. Our costs of complying with current and future environmental, health and safety laws, and our liabilities arising from past or future releases of,
or exposure to, hazardous substances, may adversely affect our business, results of operations and financial condition.

credits, or result in the incurrence of material taxes, fees or other governmental impositions on account of such emissions. In addition, such developments may have indirect impacts

on our operations, which could be material. For example, they may impose significant additional costs or limitations on electricity generators; which could result in a material increase
in our energy costs. ‘ : . : . ‘.

Certain. environmental laws assess liability on current or. previous owners or operators of real property for the cost of removal or remediation of hazardous substances. In
addition to cleanup, cost recovery or compensatory actions brought by federal, state and local agencies, neighbors, employees or other third parties could make personal injury,
property damage or other private claims relating to the presence or release of hazardous substances. Environmental laws often impose liability even if the owner or operator did not
know of, or was not responsible for, the release of hazardous substances, Persons who arrange for the disposal or treatment of hazardous substances also may be responsible for
the cost of removal or remediation of these substances. Such persons can be responsible for removal and remediation costs even if they never owned or operated the disposal or

treatment facility. In addition, such owners or operators of real property and persons whio arrange for the disposal or treatment of hazardous substances can be held responsible for
damages to natural resources. ) o | .- : :

Soil or groundwater contamination resulting from historical, ongoing or nearby activities is present at certain of our current and historical properties, and additional contamination
may be discovered at such properties in the future. Based on currently available information, we do not believe that any costs or liabilities relating to such contamination will have a
material adverse effect on our financial condition, results of operations or liquidity. R ‘

Other Information

Globe Specialty Metals, Inc. was incorporated in December 2004 pursuant to the laws of the State of Delaware under the name “International Metal Enterprises, Inc.” for the

initial purpose to serve as a vehicle for th acquisition of companies operating in the metals and mining industries. In November 2006, we changed our name to “Globe Specialty
Metals, Inc.” ' Co L . . .

Our internet website address is www.glbsm.com. ‘Copies of the following reports are available free of charge through the internet website, as soon as reasonably practicable
after they have been filed with or furnished to the SEC pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934,-as amended: the Annual Report on Form 10-K;
quarterly reports on Form 10-Q; current reports on Form 8-K; any amendments to such reports; and proxy statéments. Information on the website does not constitute part of this
or any other report filed with or furnished to the SEC. C . -




Item 1A. Risk Factors

You should consider and read carefully all of the risks and uncertainties described below, together with all of the other information contained in this Annual Report
on Form 10-K, including the consolidated financial statements and the related notes to consolidated financial statements. If any of the following events actually occur,
our business, business prospects, financial condition, results of operations or cash flows could be materially affected. In any such case, the trading price of our common
stock could decline, and you could lose all or part of your investment. ' P ;

The metals industry, including silicon-based metals, is. cyclical and has been subject in the past to swings in market price and demand which could lead to
volatility in our revenues. :

Our business has historically been subject to fluctuations in the price of our products and market demand for them, caused by general and regional economic cycles, raw
material and energy price fluctuations, competition and other factors. Historically, our subsidiary, Globe Metallurgical, Inc., has been particularly affected by recessionary conditions -
in the end-markets for its products. In April 2003, Globe Metallurgical, Inc. sought protection under Chapter 11 of the United States Bankruptcy Code following its inability to
restructure of refinance its indebtedness in light of the confluence of several negative economic and other factors, including an influx of low-priced, dumped imports, which caused it
to default on then-outstanding indebtedness. A recurrence of such economic factors could have a material adverse effect on our business prospects, condition (financial or
otherwise) and results of operations.

In calendar 2009, the global silicon metal industry suffered from unfavorable market conditions. The weakened economic environment of national and international metals
markets that occurred during that time may return; any decline could have a material adverse effect on our business prospects, condition (financial or otherwise), and results of
operations. In addition, our business is directly related to the production levels of our customers, whose businesses are dependent on highly cyclical markets, such as the
automotive, residential and nonresidential construction, consumer durables, polysilicon, and chemical markets. In response to unfavorable market conditions, customers may request
delays in contract shipment dates or other contract modifications. If we grant modifications, they could adversely affect our anticipated revenues and results of operations. Also,
many of our products are internationally traded products with prices that are’ significantly affected by worldwide supply and demand. Consequently, our financial performance will
fluctuate with the general economic cycle, which‘could have a material adverse effect on' our businiess prospects, condition (financial or otherwise) and results of operations.

Our business is particularly sensitive to increases in energy costs, which could materially increase our cost of production.

* Electricity is one of our largest production cost components, comprising approximately 24% of cost of goods sold. The level of power consumption of our submerged electric
arc furnaces is highly dependent on which products are being produced and typically fall in the following ranges: (i) silicon-based alloys require between 3.5 and 8 megawatt hours
to produce one MT of product and (ii) silicon metal requires approximately 11 megawatt hours to produce one MT of product.- Accordingly, consistent access to low cost, reliable
sources of electricity is essential to our business. ‘ i ’ )

Eléctrical power to our U.S. facilities is supplied mostly by AEP, Alabama Power, Brookfield Power, Tennessee Valley Authority and Niagara Mohawk Power Corporation
through dedicated lines. Our Alloy, West Virginia facility obtains approximately 45% of its power needs under a 15 -year fixed-price contract with'a nearby hydroelectric facility.
This facility is over 70 years old and any breakdown could result in the Alloy facility having to pay much higher rates for electric power from third parties. Our energy supply for our
facilities located in’ Argentina is supplied through the Edemsa hydroelectric facilities located in Mendoza, Argentina. Our contract expired in October 2009; we are currently
operating under a month-to-month arrangement and are negotiating a new contract. Because energy constitutes such a high percentage of our production costs, we are particularly
vulnerable to cost fluctuations in the energy industry. Accordingly, the termination or non -renewal of any of our energy contracts, or an increase in the price of energy could
materially adversely affect our future eamings, if any, and may prevent us from effectively competing in our markets. ) B

_ Losses caused by disruptions in the supply of power would reduce our profitability.

Our operations are héavily dependent upon a reliable supply of electrical power. We may incur losses due to a temporary or prolonged interruption of the supply of electrical
power to our facilities, which can be caused by unusually high demand, blackouts, equipment failure, natural disasters or other catastrophic events, including failure of the
hydroelectric facilities that currently provide power under contract to our West Virginia, New York and Argentina facilities. Large amounts of electricity are used to produce silicon
metal and silicon-based alloys, and any interruption or reduction in the supply of electrical power would adversely affect production levels and result in reduced profitability. Our
insurance coverage may not be sufficient to cover any or all losses, and such policies do not cover all events. Certain of our insurance policies will not cover any losses that may be
incurred if our suppliers are unable to provide power during periods of unusually high demand. - ) :

.Investtnents in Argentina’s electricity generation and transmission systems have been lower than the increase in demand in recent years. If this trend is not reversed, there could
be electricity supply shortages as the result of inadequate generation and transmission capacity. Given the heavy dependence on electricity of our manufacturing operations, any
electricity shortages could adversely affect our financial results. : ‘

Government regulations of electricity in Argentina give priority access of hydroelectric power to residential users and subject violators of these restrictions to significant penalties.
This preference is particularly acute during Argentina’s winter months due to a lack of natural gas. We have previously successfully petitioned the government to exempt us from
these restrictions given the demands of our business for continuous supply of electric power. If we are unsuccessful in our petitions or in any action we take to ensure a stable supply
of electricity, our production levels may be adversely affected and our profitability reduced.




Any decrease in the availability, or increase in the cost, of raw materials or transportation could materially increase our costs.

Principal components in the production of silicon metal and silicon-based alloys include metallurgical-grade coal, charcoal, carbon electrodes, quartzite, wood chips, steel scrap,
and other metals, such as magnesium. We buy some raw materials on a spot basis. We are dependent on certain suppliers of these products,
and lumbering regulations and output and general Jocal economic conditions in order to obtain raw materials in a cost efficient and timely manner. An increase in costs of raw
materials or transportation, or the decrease in their production or deliverability in a timely fashion, or other disruptions in production, could result in increased costs to us and lower
productivity levels. We may not be able to obtain adequate supplies of raw materials from alternative sources on terms as favorable as our current arrangements or at all, Any

increases in the price or shortfall in the production and delivery of raw materials, could materially adversely affect our business prospects, condition (financial or otherwise) or results
of operation.

their labor union relationships, mining

Cost increases in raw material inputs may not be passed on to our customers, which could negatively impact our profitability. v

The availability and prices of raw material inputs may be influenced by supply and demand, changes in world politics, unstable governments in exportfng nations and inflation.
The market prices of our products and raw material inputs are subject to change. We may not be able to pass a significant amount of increased input costs on to our customers.

Additionally, we may not be able to obtain lower prices from our suppliers should our sale prices decrease.

Compliance with and changes in environmental laws, including proposed climate change laws and regulations, could adversely affect our performance.

The principal environmental risks associated with our operations are emissions into the air and releases into the soil, surface water, or gr

‘ ~_c')_undwater. Our operations are subject
to extensive federal, state, and local environmental laws and regulations, including those relating to the discharge of materials into the environment, waste management; pollution

- prevention measures and greenhouse gas emissions. If we violate or fail to comply with these laws and regulations, we could be fined or otherwise sanctioned. Because

Some of the proposed federal cap-and-trade legislation would require businesses that emit greenhouse gases to buy emission credits from the government, other businesses, or
through an auction process. As a result of such a program, we may be required to purchase emission credits for greenhouse gas emissions resulting from our operations, Although it
is not possible at this time to predict the final form of a cap -and-trade bill (or whether such a bill will be passed), any new federal restrictions on greenhouse gas emissions —
including a cap-and-trade program — could result in material increased compliance costs, additional operating restrictions for our business, and an increase in the cost of the
products we produce, which could have a material adverse effect on our financial position, results of operations, and liquidity. '

We make a significant portion of our sales to a limited number of customers, and the loss of a portion of the sales to these customers could have a material
adverse effect on our revenues and profits.

_In the year ended June 30, 2011, we made apprbxirhately 48% of our consolidated net sales to our iop ten customers and approximately 17% to our top customer. These
percentages include sales made under our joint venture agreement to Dow Corning. We expect that we.will continue to derive a significant portion of our business from sales to

these customers. If we were to experience a significant reduction in the amount of sales we make to some or all of these customers and could not replace these sales with sales to
other customers, it could have a material adverse effect on our revenues and profits.

Our U.S.-based businesses benefit from U.S. antidumping duties and laws that protect U.S, companies by taxing imports from foreign companies. If these laws

change, foreign companies will be able to compete more effectively with us. Conversely, our foreign operations are adversely affected by these U.S. duties and
- laws. . .

Antidumping duties are currently in place covering silicon metal imports from China and Russia. The orders imposing these duties benefit our U.S, operations by constraining
supply and increasing U.S. market prices and sales of domestic silicon metal. Rates of duty can change as a result of “administrative reviews” and “new shipper reviews” of
antidumping orders. These orders can also be revoked as a result of periodic “sunset reviews,” which determine whether the orders will continue to apply to imports from particular
countries. A sunset review of the order covering imports from China will begin in late 2011, with a decision expected in late 2012. Thus, the current orders may not remain in effect
and continue to be enforced from year to year, the goods and countries now covered by antidumping orders may no longer be ‘covered, and duties may not continue to be assessed
at the same rates. Changes in any of these factors could adversely affect our business and profitability. Finally, at times, in filing trade actions, we find ourselves acting against the

interests of our customers. Some of our customers may not continue to do.business with us because of our having filed a trade action. Antidumping rules may, conversely, also
adversely impact our foreign operations.

The European Union, like the U.S., maintains an antidumping duty covering silicon metal imports from China, The duty was reduced in May 2010.
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We may be unable to successfully integrate and develop our prior and future acquisitions.

We acquired five private companies between November 2006 and April 2010, and entered into a business combination in May 2008 and a joint venture agreement in
November 2009, We expect to acquire additional companies in the future. Integration of our prior and future acquisitions with our existing business is 2 complex, time -consuming
and costly process requiring the employment of additional personnel, including key management and accounting personnel. Additionally, the integration of these acquisitions with our
existing business may require significant financial resources that would otherwise be available for the ongoing development or expansion of existing operations. Unanticipated
problems, delays, costs or liabilities may also be encountered in the development of these acquisitions. Failure to successfully and fully integrate and develop these businesses and
operations may have a material adverse effect on our business, financial condition, results of operations and cash flows. The difficulties of combining the acquired operations include,
among other things: ‘ :

* operating a significantly larger combined organization;

+ coordinating geographically disparate organizations, systems and facilities;

consolidating corporate technological and administrative functions;
 integrating internal controls and other corporate governance matters;

« the diversion of management’s attention from other business concerns;

* unexpected customer or key employee loss from the acquired businesses;
. hmng additional management and other critical petfsonnel;

. ‘Vn‘egotiating with labor unions; | . |

'» asignificant increase in our indebtedness; and

¢ potential environmental or reg'ulatory liabilities and title problems.

In addition, we may not reahze all of the anticipated benefits from any prior and future acquisitions, such as increased earnings, cost savings and revenue enhancements, for -
various reasons, including difficulties integrating operations and personnel, higher and unexpected acquisition and operating costs, unknown liabilities, inaccurate reserve estimates
and fluctuations in markets, If these benefits do not meet the expectations of financial or industry analysts, the market price of our. shares may decline.

We are sub]ect to the risk of union dtsputes and work stoppages at our facilities, which could have a material adverse effect on our busmess.

Hom'ly workers at our Selma, Alabama faclhty are covered by a collective ba.rgammg agreement with the Industrial Division of the Commumcatlons Workers of America; under
a contract running through July 31, 2013. Hourly employees at our Alloy, West Virginia, Niagara Falls, New York and Bridgeport, Alabama facilities are covered by collective
bargaining agreements with The United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers International Union under contracts
running through April 27, 2014, July 29, 2014, and March 31, 2012, respectively. Our union employees in Argentina are working under a contract running through April 30, 2012.
New labor contracts will have to be negotiated to replace expiring contracts from time fo time. If we are unable to satisfactorily renegotiate those labor contracts on terms
acceptable to us or without a strike or work stoppage, the effects on our business could be materially adverse. Any strike or work stoppage could disrupt production schedules and
delivery times, adversely affecting sales. In addltlon existing labor contracts may not prevent a strike or work stoppage, and any such work stoppage could have a material adverse
effect on our business.

We are dependent on key personnel.

Our operations depend to a significant degree on the continued-employment of our core senior management team. In particular, we are dependent on the skills, knowledge and
experience of Alan Kestenbaum, our Executive Chairman, Jeff Bradley, our Chief Executive Officer and Chief Operating Officer, Malcolm Appelbaum, our Chief Financial Officer,
and Stephen Lebowitz, our Chief Legal Officer. If these employees are unable to continue in their respective roles, or if we are unable to attract and retain other skilled employees,
our results of operations and financial condition could be adversely affected. We currently have employment agreements with Alan Kestenbaum, Jeff Bradley, Malcolm Appelbaum
and Stephen Lebowitz, each of which contains non-compete provisions. Such provisions may not be enforceable by us. Additionally, we are substantially dependent upon-key
personnel in our financial and information technology staff who enable us to meet our regulatory and contractual financial reporting obligations, including reporting requirements
under our credit facilities. . . o

Metals manufacturing is an inh:erently dangerous activity.

Metals manufacturing generally, and smelting, in particular, is.inherently dangerous and subjectto fire, explosion and sudden major equipment failure. This can and has resulted
in accidents resulting in the serious injury or death of production personnel and prolonged production shutdowns. We have experienced fatal accidents and equipment malfunctions
in our manufacturing facilities in recent years and may experience fatal accidents or equipment malfunctions again, which could materially affect our business and operations.

Unexpected equipment failures may lead to production curtailments or shutdowns.
Many of our business activities are characterized by substantial investments in complex production facilities and manufacturing equipment. Because of the complex nature of our

production facilities, any interruption in manufacturing resulting from fire, explosion, industrial accidents, natural disaster, equipment failures or otherwise could cause significant
losses in operational capacity and could materially and adversely affect our business and operations.
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We depend on proprietary manufacturing processes and software. These processes may not. yield the cost savings that we anticipate and our proprietary
technology may be challenged.

We rely on proprietary technologies and technical capabilities-in order to compete effectively and produée high quality silicon metals and silicon -bésed alloys. Some of these
proprietary technologies that we rely on are: R . - )

*  computerized technology that monitors and controls production furnaces;
*  production software that monitors the introduction of additives to alloys, allowing the precise formulation of the chemical composition of products; and
*  flowcaster equipment, which maintains certain characteristics of silicon-based alloys as they are cast.

We are subject to a risk that:

*  we may not have sufficient funds to develop new technology and to implement effectively our technologies as competitors improve their processes;
*  if implemented, our technologies may not work as planned; and

*  our proprietary technologies may be challenged and we may not be able to protect our rights to these techﬁologies.

Patent or other intellectual property infringement claims may be asserted against us by a competitor or others. Our intellectual property may not be enforceable, and it may not
prevent others from developing and marketing competitive products or methods. An infringement action against us may require the diversion of substantial funds-from our operations
and may require management to expend efforts that might otherwise be devoted to operations. A successful challenge to the validity of any of our proprietary intellectual property
may subject us to a significant award of damages, or we may be enjoined from using our proprietary intellectual property, which could have a material adverse effect on our
operations. - :

We also rely on trade secrets, know-how and continuing technological advancement to maintain our competitive position. We may not be able to effectively protect our rights to
unpatented trade secrets and know-how. :

We are subject to environmental, health and safety regulations, including laws that impose substantial costs and the risk of material liabilities.

We are subject to extensive foreign, federal, national, state, provincial and local environmental, health and safety laws and: regulations governing, among other things, the
generation, discharge, emission, storage, handling, transportation, use, treatment .and disposal of hazardous substances; land use, reclamation and remediation; and the health and
safety of our employees. We are also required to obtain permits from governmental authorities for certain operations. We may not have been and may not be at all times in complete
compliance with such laws, regulations and permits. If we violate or fail to comply with these laws, regulations or permits, we could be subject to penalties, fines, restrictions on
operations or other sanctions. Under these laws, regulations and permits, we could also be held liable for any and all consequences arising out of human exposure to hazardous
substances or environmental damage we may cause or that relates to our operations or properties.

Under certain environmental laws, we could be required to remediate or be held responsible for all of the costs relating to any contamination at our or our predecessors’ past or
present facilities and at third party waste disposal sites. We could also be held liable under these environmental laws for sending or arranging for hazardous substances to be sent to
third party disposal or treatment facilities if such facilities are found to be contaminated, Under these laws we could be held liable even if we did not know of, or were not
responsible for, such contamination, or even jf we never owned or operated the contaminated disposal or treatment facility. ‘ i : ‘

There are a variety of laws and regulations in place or being considered at the international, federal, regional, state and local levels of government that restrict or are reasonably
likely to restrict the emission of carbon dioxide and other greenhouse gases. These legislative and regulatory developments may cause us to incur material costs if we are required to
reduce or offset greenhouse gas emissions and may result in a material increase in our energy costs due to additional regulation of power generators. o

Environmental- laws are complex, change frequently and are likely to become. more stringent in the firture. Therefore, our costs of complying with current and future

environmental laws, and our liabilities arising from past or future releases of, or exposure to, hazardous substances may adversely affect our business, results of operations and
financial condition. - o » ) : . .
We operate in a highly competitive industry. -
The silicon-based alloy and silicon metal markets are capital intensive and competitive. Our primary competitors are Elkem AS, owned by China National Bluestar Group Co.
Ltd., Grupo Ferroatlantica S.L. and various producers in China, Our competitors may have greater financial resources, as well as other strategic advantages to maintain, improve
and possibly expand their facilities; and as a result, they may be better positioned to adapt to changes in the industry or the global economy. The advantages that our competitors

have over us could have a material adverse effect on our business. In addition, new entrants may increase competition in our industry, which could materially adversely affect our
business. An increase in the use of substitutes for certain of our products also could have a material adverse effect on our financial condition and operations.
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We have historically operated at near the maximum capacity of our operating facilities. Because the cost of increasing capacity may be prohibitively expensive,
we may have difficulty increasing our production and profits.

Our facilities are able to manufacture, collectively, approximately 100,000 MT of silicon metal (excluding Dow Corning’s portion of the capacity of our Alloy, West Virginia
plant) and 120,000 MT of silicon-based alloys on an annual basis. Our ability to increase production and revenues will depend on expanding existing facilities or opening new ones.
Increasing capacity is difficult because:

 adding new production capacity to an existing silicon plant to produce approximately 30,000 MT of metallurglcal grade silicon would cost. approxunately $120 000,000 and
take at least 12 to 18 months to complete once permits are obtained, which could take more than a year;

» a greenfield development project would take at least three to five years to complete and would require significant capital expenditure -and environmental compliance
costs; and

. obtammg sufficient and dependable power at competitive rates near areas with the required natural resources is difficult to accomphsh

We may not have sufﬁment funds to expand exlstmg facilities or open new ones and may be required to incur significant debt to do so, which could have a matenal adverse
effect on our business.

Some of our subsidiaries are subject to restrictive covenants under credit facilities. These covenants could significantly affect the way in which we conduct our
business. Our failure to comply with these covenants could lead to an acceleration of our debt.

» . . -

Credit facilities maintained by some of our subsndianes contain covenants that, among other things, restrict our ability to sell assets;. incur, repay-or refinance indebtedness; create
liens; make investments; engage in mergers or acquisitions; pay dividends, including to us; repurchase stock; or make capital expenditures. These credit facilities also require
compliance with specified financial covenants, including minimum interest coverage and maximum leverage ratios. These subsidiaries cannot borrow under their credit facilities if the
additional borrowings would cause them to breach the financial covenants. Further, a significant portion of Globe Metallurgical, Inc.’s assets and West Virginia Manufacturing’s
assets are pledged to secure indebtedness.

Our ability to comply with applicable covenants may be affected by events beyond our control. The breach of any of the covenants contained in a credit facility, unless waived,
would be a default under the facility. This would permit the lenders to terminate their commitments to extend credit under, and accelerate the maturity of, the facility. The
acceleration of debt could have a material adverse effect on our financial condition and liquidity. If we were unable to repay our debt to the lenders and holders or otherwise obtain _
a waiver from the lenders and holders, the lenders and holders could proceed against the collateral securing the credit facility-and exercise all other rights available to them. We may
not have sufficient funds to make these accelerated payments and may not be able to obtain any such waiver on acceptable terms or at all.

Certain of our subsidiaries are restricted from making distributions to us, which limits our ability to pay dividends.

Substantially all of our assets are held by and our revenues are generated by our subsidiaries. Our subsidiaries borrow funds in order to finance our operations. The terms of
certain of those financings place restrictions on distributions of funds to us. If these limitations prevent distributions to us or our subsidiaries.do not generate positive cash flows, we
will be limited in our ability to pay dividends and may be unable to transfer funds between subsidiaries if required to support our subsidiaries.

Our insurance costs may increase, and we may experience additional exclusions and limitations on coverage in the future,

We have maintained various forms of insurance, including insurance covering claims related to our properties and risks associated with our operations. Our existing property and
liability insurance coveragés contain exclusions and limitations on coverage. From time-to-time, in connection with renewals of insurance, we have experienced additional exclusions
and limitations on coverage, larger self-insured retentions and deductibles and significantly higher premiums. As a result, in the future, our insurance coverage may not cover claims
to the extent that it has in the past and the costs that we incur to procure insurance may increase significantly, either of which could have an adverse effect on our results of
operations.

Solsil may never operate profitably or generate substantial revenues. -

Solsil is currently focused on research and development projects and is not producing material for commercial sale. Although we expect to expand its operations through the
construction of new facilities, its financial prospects are uncertain. Solsil’s anticipated growth, including the construction of new facilities, will require a commitment of significant
financial resources that we may determine are not available given the expansion of other existing operations and continuing research and development efforts. In addition, Solsil °s
anticipated growth will require a coramitment of personnel, including key positions in management, that may not be. available to us when needed. Unanticipated problems,
construction delays, cost overruns, raw material shortages, environmental and/or governmental regulation, limited power availability or unexpected liabilities may also be
encountered. Furthermore, Solsil’s expected future profitability is dependent on its ability to produce UMG at significantly larger scales than it currently can produce today and-with
commercially viable costs. Some of the other challenges we may encounter include:
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* technical challenges, including further improving Solsil’s proprietary metallurgical process;

. 'increasing the size and scale of our operations on a cost-effective basis;

*. -capitalizing on ﬁa.rket demands and potentiail)./ rapid market supply and demand ﬂuctuations;

* continued acceptance by the market of our current and future products, including the use of UMG in the photovoltaic (solar) market;

* arapidly growing competitive environment with more new players entering the photovoltaic (solar) market;

* "glternative compéting technologies; and
*  responding to rapid technological changes.

Failure to successfully address these and other challenges may hinder or prevent our ability to achieve our objectives in a timely manner, and may result in the impairment of
assets currently used in Solsil’s production processes. : -

We have operations and assets in the U.S., Argentina, China and Poland, and may have operations and assets in other countries in the future. Our international
operations and assets may be subject to various econonmic, social and governmental risks. - :
Our international operations and sales will expose us to risks that could negatively impact our future sales or profitability. Our operations may not develop in the same way or at

the same rate as might be expected in a country with an economy similar to the United States. The additional risks that we may be exposed to in these cases include, but are not
limited to: : - : .

* tariffs and trade barriers;
* currency fluctuations, which could decrease our revenues or increase our costs in U.S. dollars;
*  regulations related to customs and import/export matters;

* taxissues, such as tax law changes and variations in tax laws;

* limited access to qualified staff:

* inadequate infrastructure;

. cﬁltural and ]ang.uage‘ differences;

* inadequate banking systems;

¢ different and/or more stringent environmental laws and regulations;
-+ restrictions on the repatriation of profits or payment of dividends;

*  crime, strikes, riots, civil dignnbances, terrorist a&acks OF wars;

* nationalization or expropriation of broperty;

* law enforcement authorities and courts that are weak or ihexperienced in commercial matters; and

*  deterioration of political relations amorig countries.

Our competitive strength .as a low-cost silicon metal producer is-partly tied to the value of the U.S. dollar compared to other currencies, The U.S. dollar has fluctuated
significantly in value in comparison to major currencies in.recent years. Should the value of the U.S. dollar rise in comparison to-other currencies, we may lose this competitive

strength.

Exchange controls and restrictions on transfers abroad and capital inflow restrictions have limited, and can be expected to continue to limit, the availability of international credit.
In 2001 and 2002, Argentina imposed exchange controls and transfer restrictions substantially limiting the ability of companies to retain foreign currency or make payments abroad.
These restrictions have been substantially eased, including those requiring the Central Bank’s prior authorization for the transfer of funds abroad in order to pay dividends. However,
Argentina may re-impose exchange control or transfer restrictions in the future, among other things, in response to capital flight or a significant depreciation of the Argentine peso. In
addition, the government adopted various rules and regulations in June 2005 that established new controls on capital inflows, requiring, among other things, that 30% of all capital
inflows (subject to certain exceptions) be deposited for one year in a non-assignable, noninterest bearing account in Argentina, Additional controls could have a negative effect on
the economy and our Argentine business if imposed in an economic environment where access to local capital is substantially constrained. Moreover, in such event, restrictions on
the transfers of funds abroad may impede our ability to receive dividend payments from our Argentine subsidiaries.
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Our stock price may be volatile, and purchasers of our common stock could incur substantial losses.

Our stock price may be volatile. The stock market in general has experienced extreme volatility that has often been unrelated to the operating performance of particular
companies. As a result of this volatility, you may not be able to sell your common stock at or above the price at which you purchase the shares. The market price for our common
stock may be influenced by many factors, including:

» the success of competitive products or technologies;

s regulatory developments in the United States and foreign countries;

* developments or disputes concerning patents or other proprietary rights;

¢ the recruitment or departure of key personnel;

« - quarterly or annual variations in our financial results or those of companies that are perceived to be similar to us;

- market conditions in the industries in which we compete and issuance of new or changed securities analysts’ reports or recommendations;

+ the failure of securities analysts to cover our common stock or changes in financial estimates by analysts;

+ the inability to meet the financial estimates of analysts who follow our common stock;

»  investor perception of our company and of the industry in which we compete; and

* general economic, political and market conditions.

‘The concentration of our capital stock ownership among our [argest stockholders, and their affiliates, may limit your ability to influence corporate matters.

To the best of our knowledge, our four largest stockholders, including our Executive Chairman, together beneficially own approximately 30% of our outstanding common stock.
Consequently, these stockholders have significant influence over all matters that require approval by our stockholders, including the election of directors and approval of significant .
corporate transactions. This concentration of ownership may limit your ability to influence corporate matters, and as a result, actions may be taken that you may not view as
beneficial. .

The issuance of dividends may or may not occur in the foreseeable futuré,

.On September 16, 2010, our Board. of Directors approved an annual dividend of $0.15 per common share. The decision to pay dividends is at the discretion of our Board of
" Directors and depends on our financial condition, results of operations, capital requirements and other factors that our Board of Directors deems relevant. In the future, we intend to

continue to consider declaring dividends on an annual basis, subject to reviewing our earnings and then current circumstances, but there is no guaranty that we will continue to issue
dividends. :

Provisions of our certificate of incorporation and by-laws could discourage potential acquisition proposals and could deter or prevent a change in control.

Some provisions in oir certificate of incorporation and by-laws, as well as Delaware statutes, may have the effect of delaying, deferring or preventing a change in control. These
provisions, including those providing for the possible issuance of shares of our preferred stock and the right of our Board of Directors to amend the bylaws, may make it more
difficult for other persons, without the approval of the Board of Directors, to make a tender offer or otherwise acquire a substantial number of shares of our common stock or to
launch other takeover attempts that a stockholder might consider to be in his or her best interest. These provisions could limit the price that some investors might be willing to pay in
the future for shares of our common stock.

Our acquisition of exploration mining licenses in Nigeria involves a number of risks and uncertainties and may not be profitable.

During the three months ended March 31, 2011, we made advances totaling approximately $17,000,000 to acquire exploration mining licenses in Nigeria to mine for '
manganese ore, a raw material used in the production of certain silicon and manganese based alloys. We are in the process of having these licenses transferred from the existing
owners, and intend to conduct geological and geophysical studies to ascertain the quality and quantity of manganese reserves on these sites. Until such evaluations are completed,
the potential reserves associated with the mining licenses, as well as the capital and operating costs associated with the related extractive activities, are subject to considerable
uncertainty.

We have no history of mining operations in Nigeria. Our future operations in Nigeria may be affected by changing economic, regulatory and political environments, which may
impact our financial returns from projects in that country. The advancement of this project will require the operation of mines and the development of related infrastructure. In
addition, if the price of manganese ore declines, if production costs increase, or recovery rates are lower than expected, or if applicable laws and regulations are adversely changed,
we may never successfully establish mining operations, or any operations established may not achieve profitability.

Item 1B. Unresolved Staff Comments

None.




Item 2.  Properties

We believe our facilities are suitable and adequate for our business and current production requirements. The following tables describe our primary office space, manufacturing
facilities and mining properties: o :

Square Number of Business
Location of Facility Purpose Footage Furnaces Own/Lease . __Segment Served
New York, New York - =~ Office . ‘ , - 13,958 — "' - Lease : Corporate
Beverly, Ohio S Manufacturing and other . 273,377 5% Own GMIL
Selma, Alabama . Manufacturing and other ) 126,207 2 Own GMI
Alloy, West Virginia _ v Manufacturing and other 1,063,032 -5 Own GMI
Niagara Falls, New York ' Manufacturing and other 227,732 2 Own GMI
Bridgeport, Alabama Manufacturing and other 155,100 1 Own oM
Mendoza, Ar'g‘entinya, ! Manufacturing and other ~- 138,500 ©2 Own LR Globe Metales
San Luis, Argentina ‘ Manufacturing and other - 59,200 — Own - Globe Metales
Police, Poland i S . Manufacturing and other 43,951 — Own ©. . Other
Shizuishan, China " Manufacturing and other . 227,192 — ** Other

"*  Excludes Solsil’s seven smaller furnaces used to produce UMG for solar cell applications.-

**  We own the long-term land use rights for the land on which this facility is located. We own the building and equipment forming part of this facility.

Business
Location of Mine - - : : : Product » Own/Lease Segment Served
Billingsiey, Alabama ' " Quartzite . Lease UGML

Item 3.  Legal Proceedings

In the ordinary course of our business, we are subject to periodic lawsuits, investigations, claims and proceedings, including, but not limited ‘to, contractual disputes,
employment, environmental, health and safety matters, as well as claims associated with our historical acquisitions and divestitures. Although we cannot predict with certainty the
ultimate résolution of lawsuits, investigations, claims and proceedings asserted against us, we do not believe any cutrently pending legal proceeding to which we are a party will have -
a material adverse effect on our business, prospects, financial condition, cash flows, results of operations or liquidity. ) . ) )

Item4. [Reserved]
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PART II
Item5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Market Information

Shares of our common stock are traded on the NASDAQ Global Select Market under the symbol “GSM.”

Price Range of Common Stock

Our shares began trading on the NASDAQ Global Select Market on July 30, 2009. The price range per share of common stock presented below represents the hlghest and
lowest sales prices for our common stock on the NASDAQ Global Select Market during each quarter of the last two fiscal years.

Fourth Quarter Third Quarter Second Quarterl ) Fu'st Quarter

Fiscal year 2011 price fange per common shi

Fiscal year 2010 price range per common

922 681

Holders ‘ o - P ' . ,

As of August 23, 20:11, there were approximately 32 holders of record of our common stock. The number of. record holders does not include holg'le:l's‘ of shares in “street
names” or persons, partnerships, associations, corporations or other entities identified in security position listings maintained by depositories.

Dividends and Dividend Policy

On September 16, 2010, our Board of Directors approved an annual dividend of $0:15 per common share. The dividend was pald on October 29, 2010 to stockholders of
record as of October 15, 2010: The decision to-pay dividends is at the discretion of our Board of Directors and depends on otir financial condition, results of operations, capital
requn'ements and other factors that our Board of Directors deems relevant. In. the future, we intend to continue to consider declaring dividends on an annual basis, subject to
reviewing our earnings and then current circumstances. : :

Sales of Unregistered Securities

The following is a summa:y of our transactions during the last three fiscal years, involving sales of our securities that were not registered under the Securities Act of 1933, as
amended

Between September 6, 2009 and October 2, 2009, we issued 1,574,529 shares of common stock in connection with the exercise of UPOs and 201,404 shares in connection
with the exercise of outstanding warrants. These exercises resulted in proceeds of $1,497,000. The sales and issuances of shares to US persons pursuant to the exercise of UPOs
and pursuant to the exercise of warrants were deemed to be exempt from registration under the Securities Act by virtue of Section 4(2) of the Securities Act as transactions by an
issuer not involving any public offering. The sales and issuances of shares to non-US persons pursuant to the exercise of warrants were deemed to be exempt from registration
under the Securities Act pursuant to Regulation S governing offers and sales made outside the United States.

Use of Proceeds

In August 2009, we closed on an initial public offering of 16,100,000 shares of cur common stock at $7.00 per share. Of the shares offered, 5,600,000 shares were offered by
us and 10,500,000 shares were offered by selling stockholders (which included 2,100,000 shares sold by the selling stockholders pursuant to the exercise of the underwriters *
over-allotment option). Total proceeds of the offering were $112,700,000, of which the selling stockholders received $68,355,000, net of underwriting discounts and commissions
totaling $5,145,000, and we received $36,456,000, net of underwriting discounts and commissions totaling $2,744,000. In addition, we also recognized offering costs of
$1,688,000. Net proceeds were utilized for the acquisition of Core Metals; the remaining proceeds have been added to working capital.
Purchases of Equity Securities by the Issuer and Affiliated Purchaser

We did not repurchase any of our outstanding equity securities during the most recent quarter covered by this report.

Securities Authorized for Issuance Under Equity Compensation Plans

Plan Category Number of securities to be issued upon Weighted-average exercise price of ~ Number of securities remaining available for
exercise of outstanding options, warrants outstanding options, warrants and rights  future issuance under equity compensation
and rights plans (excluding securities reflected in
@ ® column (a))
: ©
Equity compensation plans approved by 3,390,127 $4.93 1,513,579
security holders
Equity compensation plans not approved by - - -
security holders
Total 3,390,127 $4.93 1,513,579
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Item 6.  Selected Financial Data

The following tables summarize certain selected consolidated financial data, which should be read in conjunction with our consolidated financial statements and the notes thereto
and with “Management’s Discussion and Analysis of Financial Condition and Results of Operations”. included elsewhere in this Anmual Report on Form 10-K. The selected
consolidated financial data presented below for the fiscal years ended June 30, 2011, 2010, 2009, 2008, and 2007 are derived from our audited consolidated financial statements.

Year Ended June 30,
2011 2010 2009 2008 2007
(Dollars in thousands, except per share data)

Statement of operatlons data

Nt sales:* g S O41,863 1l AYD,6585 221,928
Cost of goods sold - 488,018 390,093’ 187,630
Selling, general arid administrative ‘expenses: - - 47,875 15,033
Research and development 200 120
2 STEn s (i
awnn -
s 69,704 -
] o ) o 54,286 . (32,876) © 19,145
'Interestandother(expense) income (2,056) 521 _(899) 504
Income (loss) before income taxes and deferred inter ... 92714 54807 (33,775 19,649
Provision for (benefit from) incorne taxes 7 DU 35988 T 20,530 R 16090 7,047
Net income (loss) before deferred interest subject to redemptlon ) ... 56726 34,268 (45,384) 12,602
Deferred interest subject to redémption : WA T RS e e IR S (768)
(Income) losses attributabl (3918 (167) 3,403 721 -
* $. . 52,808 T 73410 (@198 736463 T 11834
Eammgs (Ioss) per commo $ 0.70‘ {0.65) ) 0.62 . 0.25
Earnings (loss) per common iy -8, 0.59 069 s 0500 024
Cash dividends declared per common share $ 0.15 - h - 0.07
June 30, - June 30, June 30, June 30, June 30,
2011 2010 2009 2008 ‘ 2007
(Dollars in thousands)
Balance sheet data: . , .
i 157,026 7T eliR76 T g, 2994 " T T g7 T4l
‘ » 607 145 473, ) 5 174 389,343
Total debt, including cuirrent portion T ~ 410797 UBG 18T g a0t T 75,877
Total stockholders' equity 515 276 458 829 311,352 346,237 © 222,621




Item 7.  Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion and analysis together with “Selected Financial Data” and our consolidated financial statements and the notes to those
statements included elsewhere in this Annual Report on Form 10-K. This discussion contains forward-looking ‘statements based on our current expectations,
"assumptions, estimates and projections about us and our industry. These forward-looking statements involve assumptions, risks and uncertainties. Our actual results
could differ materially from those indicated in these forward-looking statements as a result of certain factors, as more fully described in the “Risk Factors” section and
elsewhere in this Annual Report on Form 10-K. We undertake no obligation to update publzcly any forward-looking statements for any reason, even if new information
becomes available or other events occur in the future.

Introduction

Globe Specialty Metals, Inc., together with its subsidiaries (collectively, GSM, we, 0r our) is one of the leading manufacturers of silicon metal and silicon -based alloys. As of
June 30, 2011, we owned and operated six principal manufactunng facilities, in two primary operating segments: GMI, our U.S, operatlons and, Globe Metales, our Argentine
operations.

Business Segments -
We operate in six reportable segments:

"« GMI— a manufacturer of silicon metal and silicon-based alloys located in the United States with plants in Beverly, Ohio, Alloy, West Virginia, Niagara Falls, New York
Selma, Alabama and Bridgeport, Alabama;

+  Globe Metais — a distributor of silicon metal manufactured in Brazil. This segment includes the hlstoncal Brazilian manufacturing operations, comprised of a ma.nufacturmg
plant in Breu Branco and mining operations and forest reserves, which were all sold on November 5, 2009. Subsequent to this divestiture, Globe Metais’ net sales relate
only to the fulfillment of certain retained customer contracts, which were completed as of December 31, 2010;

*  Globe Metales — a manufacturer of silicon-based alloys located in Argentina with a silicon-based alloys plant in-Mendoza and a cored-wire fabrication facility in San Luis;

*  Solsil — a developer and manufacturer of upgraded metallurgical grade silicon metal located in the United States with operations in Beverly, Ohio;
* Corporate — a corporate office including general expenses, investments, and related investment income; and

"*  Other — includes an electrode production operation in China (Yonvey) and a cored-wire production facility located in Poland. These operations do not fit into the above
teportable segments, and are immaterial for purposes of separate disclosure.

Overview and Recent Developments

Customer demand and pricing remain solid as our end markets for silicon metal and silicon-based ailoys, which include chemicals, steel, aluminum, and solar, continue to
perform well. During this summer there have been some reports that silicon metal spot sales and pricing were off slightly from their yearly high, which did not meaningfully affect us
as the majority of our silicon metal sales are under annual contracts. In particular, aluminum customers experienced a modest slow down, as auto production was temporarily
disrupted due to the Japanese earthquake. Overall, our end markets are performing well and have excellent prospects for continued growth. In our chemicals end market, which
represents producers of silicones, the single largest application for silicon metal, the large manufacturers are performing well and generally meeting their growth and earnings
expectations. Polysilicon production and solar cell demand is also continuing its growth with new production capacity coming on line around the world, including two.new plants
being built in Tennessee. Steel capacity utilization and auto production, two significant end markets, are both expected to grow, and aluminum production is also expected to
increase. We are presently running all of our furnaces in our six primary plants at full capacity, subject to normal maintenance outages.

During our fiscal fourth quarter, we had a planned major maintenance outage of the furnace at our Bridgeport, Alabama plant for approximately thirty days. We also had an
unplanned outage in Bridgeport due to a five day power disruption from the April tornadoes. We shipped approximately 4% less material in this quarter as we did in the immediately
preceding quarter, which only included one meaningful planned outage of a smaller furnace than Bridgeport, primarily as a result of the Bridgeport planned outage. In the next
quarter, ending September 30, 2011, we expect to have one planned outage. However, in the following quarter ending December 31, 2011, we anticipate having several planned
maintenance outages in our Beverly, Ohio, Selma, Alabama and Niagara Falls, New York plants in order to prepare our furnaces for calendar 2012 and to take adva.ntage of the
100% bonus depreclatwn tax deduction, which expires at the end of the calendar year. .

We are nearing the beginning of construction of our new plant in Iceland. As we announced last quarter, we intend to build a 40,000 annual metric ton silicon metal plant in
Iceland. We are building the plant with a minority partner, Tomahawk Development Company (Tomahawk), who secured substantially all the environmental and operating permits
and the land, and who will own approximately 15% of the plant. We obtained an 18 year, competitively priced power contract for 66 megawatts. Prior to beginning construction,
which is expected to take place before the end of calendar 2011, we have a few remaining steps to complete, including obtaining final board of directors approval. The plant is
expected to be operational in the second half of calendar 2013. The total project will cost approximately €115,000,000 and will be financed with €79,000,000 of financing
provided by two commercial banks, approximately €34,000,000 of cash from GSM, and €2,000,000 from Tomahawk. ’

Net sales for the quarter ended June 30, 2011 increased $3,132,000, or 2%, from the preceding quarter ended March 31, 2011, as a result of a 6% increase in average selling
price partially offset by a 4% decrease in tons shipped. The average selling price increased in the quarter due to increased silicon metal spot pricing, higher pricing of all our alloy
products, which reset each quarter, a mix shift towards the higher priced alloys and the pass-through of higher costs for certain raw materials.

During the quarter ended June'30, 2011, we incurred $2,745,000 of transaction-related and due diligence expenses and had $4,249,000 of expenses related to the settlement
of certain liablities from our Brazilian plant that we sold in November 2009 for a $19,715,000 gain. The Brazilian settlement represents the final ruling of an arbitration panel
regarding a working capital dispute we had with Camargo Correa who sold us the Brazilian plant in January 2007. Also, the Bridgeport planned maintenance outage added
approximately $2,500,000 of expense to cost of goods sold in the quarter.




Income before provision for income taxes totaled $29,238,000 in the quarter ended June 30, 2011, and included the $2,745,000 of transaction expenses and $4,249,000 of
expenses related to the Brazilian settlement. This compares to income before provision for income taxes in the preceding quarter ended March 31, 2011 of $36,475,000, which
included $1,350,000 of transaction expenses.

Outlook

++ We continue to be optimistic about the demand for our products as our end markets continue to grow. We are operating at full capacity, subject to maintenance outages. As
demand has continued to improve, and all Western world suppliers appear to be running at full capacity, prices for our products have increased. We had a modest benefit in this
quarter from this increase in silicon metal pricing from the fourth calendar quarter of 2010, when our annual 2011 contracts were entered into. We expect our average selling price
of silicon metal to remain relatively flat for the remainder of calendar 2011. Silicon-based alloy pricing resets each quarter, and pricing is a function of overall supply and demand.
Demand is largely derived from steel capacity utilization and auto production. We benefited in this quarter from increasing silicon-alloy pricing in all products, and expect pricing for
the individual products to remain stable for the balance of calendar 2011, while mix shifts may cause the average pricing to vary. In addition, we were able to pass -through to our
customers increases in rare earth prices. Certain rare earths are used in the manufacture of magnesium ferrosilicon. : . .

We expect a modest decline in tons sold in the quarter ending September 30, 2011 as we build inventory during the quarter in order to fulfill shipments under customer
contracts in the following quarter when we have a significant number of planned maintenance outages. As a result of the anticipated decrease in sales, we expect earnings to decline
approximately 10% in the quarter ending September 30, 2011, from the quarter ended June 30, 2011, and then, in the subsequent quarter, to return to the level of the quarter
ended June 30, 2011. In addition, we expect all planned outages to be completed by the end of November 2011, so that production will be at full capacity in December 2011,

. In July 2011, we closed on the acquisition of Alden Resources, LLC, North America’s leading miner, processor and supplier of specialty metallurgical coal to the silicon and
silicon-based alloys industries and also a supplier of thermal coal to the power-industry. Specialty metallurgical coal is a key ingredient in the production of silicon metal. Alden is a
major supplier of this type of specialty metallurgical coal to Globe and other silicon producers. By acquiring Alden, we secured a stable, long-term and low-cost supply of this key
raw material to support continued growth worldwide while maintaining Alden's position as a leading supplier to other silicon and silicon -based alloy producers. Charcoal, where
available, is a more costly alternative to coal and whose cost GSM would have to incur without adequate coal supplies. Alden has approximately 21 million tons of reserves of
specialty metallurgical coal used predominately in the silicon and silicon-based alloy industries. Alden is currently operating six mines in Kentucky and Tennessee. Currently Alden
supplies approximately 600,000 tons of coal annually to the silicon and silicon-based alloy markets in North America and overseas, with small quantities including byproducts sold
to the thermal market. Alden also owns and operates a coal preparation plant in eastern Kentucky that washes and prepares the coal. The plant is newly upgraded and capable of
processing over 2.5 million tons of coal per year. We financed the acquisition with $55,000,000 million of bank debt, at an interest rate of approximately 3%, and with
$18,200,000 million of cash from GSM's balance sheet. In addition, the seller could receive a contingent payment of up to'$6,800,000 million based on future performance.

Critical Accounting Policies

We prepare our consolidated financial statements in accordance with accounting principles generally accepted in the United States of America (U.S. GAAP). The preparation
of these financial statements requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, as well as the
disclosure of contingent assets and labilities. We base our estimates and judgments on historical experience and other factors that are- believed to be reasonable under the
circumstances. Actual results may differ from the estimates used under different assumptions or conditions.

Business Combinations

We have completed a number of significant business acquisitions. Our business strategy contemplates that we may pursue additional acquisitions in the future. When we acquire
a ‘business, the purchase price is allocated based on the fair value of tangible assets and identifiable intangible assets acquired, and liabilities assumed. Fair value is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. Goodwill as of the acquisition date is measured as the residual
of the excess of the consideration transferred, plus the fair value of any noncontrolling interest in the acquiree at the acquisition date, over the fair value of the identifiable net assets
acquired. We generally engage independent third-party appraisal firms to assist in determining the fair value of assets acquired and liabilities assumed. Such a valuation requires
management to make significant estimates, especially with respect to intangible assets. These-estimates are based on historical experience and information obtained from the
management of the acquired companies. These estimates are inherently uncertain and may impact reported depreciation and amortization in future periods, as well as any related
impairment of goodwill or other long lived assets.

Goodwill

At June 30, 2011;.we had goodwill totaling $53,503,000. We annually review, in the third quarter of our fiscal year, goodwill for impairment, A reviewis also performed
whenever events or changes in circumstances indicate the carrying amount of goodwill may not be recoverable. Impairment is the condition that exists when the carrying amount of
goodwill exceeds its implied fair value. The implied fair value of goodwill is determined in the same manner as the amount of goodwill recognized in a business combination. The
excess of the fair value of a reporting unit over the amounts assigned to its assets and liabilities is the implied fair value of goodwill. An impairment loss would be recognized when
the carrying.amount of goodwill exceeds the implied fair value of goodwill. of the reporting unit. Fair value is measured based on a discounted cash flow method, using a discount
rate determined by us to be commensurate with the risk inherent in our current business model, or a valuation technique based on multiples of earnings consistent with the objective
of measuring fair value. The estimates of cash flows, future earnings, and discount rate are subject to change due to the economic environment and business trends, including such
factors as raw material and product pricing, interest rates, expected market retums and volatility of markets served, as well as our future manufacturing capabilities, government
regulation and technological change. We believe that the estimates of future cash flows, future earnings, and fair value are reasonable; however, changes in estimates, circumstances
or conditions could have a significant impact on our fair valuation determination, which could then result in a material impairment charge in our.results of operations,

Long-Lived Assets

At June 30, 2011, we had property, plant, and equipment, net of accumulated depreciation and amortization, totaling $229,977,000, including $18,731,000 associated with our
Solsil business unit. Solsil is currently focused on research and development projects and is not producing material for commercial sale. We review the recoverability of our long-
lived assets when events or changes in circumstances occur that indicate that the carrying value of the asset or asset group may not be recoverable. The assessment of possible
impairment is based on our ability to recover the carrying value of the asset or.asset group from the expected future undiscounted pretax cash flows of the related operations.
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We assess the recoverability of the carrying value of long-lived assets at the lowest level for which identifiable cash flows are largely independent of the cash flows of other
assets and liabilities. If these undiscounted cash flows are less than the carrying value of such asset or asset group, an impairment loss is measured based on the difference between
estimated fair value and carrying value. Assets to be disposed are written down to the lower of carrying amount or fair value less costs to sell, and depreciation ceases. Fair value is
determined through various valuation techniques, including discounted cash flow models, quoted market values, and third -party independent appraisals, as considered necessary.
We believe that the estimates of future cash flows, future earnings, and fair value are reasonable; however, changes in estimates, circumstances or conditions, including the results of
Solsil’s research and development activities, could have a significant impact on our fair valuation determination, which could then result in a material impairment charge in our results
of operations.

Inventories

At June 30, 2011, we had inventories totaling $109,292,000. Inventories are valued at the lower of cost or market value, which does not exceed net realizable value. Cost of
inventories is determined either by the first-in, first-out method or by the average cost method. When circumstances indicate a potential valuation issue, tests are performed to assess
net realizable value, and as necessary, an inventory write-down is recorded for obsolete, slow moving or defective inventory. We estimate market and net realizable value based on
current and future ‘selling prices for our inventories, as well as the expected utilization of parts and supplies in our manufacturing process. We believe that these estimates are
reasonable; however, changes in estimates or future price decreases caused by changing economic conditions, including customer demand, could result in fiiture inventory
adjustments, resulting in decreased operating profits and Tower asset levels.

Share-Based Compensation

_ During the year ended June 30, 2011, we recorded share-based compensation expense of $4,462,000. Share-based payments (to the extent they are compensatory) are
recognized in our-consolidated statement of operations based on their fair values. We have applied the provisions of the SEC’s Staff Accounting Bulletin No. 107 (SAB 107) in our
accounting for share-based compensation. We are required to estimate the stock awards that we ultimately expect to vest and to reduce share-based compensation expense for the
effects of estimated forfeitures of awards over the expense recognition period. Given our share-based compensation was granted under a new plan and that there is limited historical
data, we have estimated a forfeiture rate of zero. Actual forfeitures in the future may differ from this estimate, which would favorably impact our future results from operations.

We estimate the fair value of employee stock options using a Black-Scholes valuation model. Our common stock is currently traded on the NASDAQ Global Select Market
(effective July 29, 2009). Accordingly, for stock awards granted subsequent to July 29, 2009, we value our common stock based upon the closing price of our common stock on
the NASDAQ Global Select Market on the date immediately preceding the date of grant. Prior to July 29, 2009, our common stock was traded on the AIM market of the London
Stock Exchange, and we valued our common stock based upon the closing price of our common stock on the AIM market on the date immediately preceding the date of grant.
The fair value of an award is affected by our closing stock price as well as other assumptions, including the estimated volatility over the term of the awards and the estimated period -
of time that we expect employees to hold their stock options, which is calculated using the simplified method allowed by SAB 107. As there is limited trading data related to our
common stock, the expected volatility over the expected vesting term of our share-based compensation is based upon the historical volatilities of similar companies, The risk-free
interest rate assumption we use is based upon United States Treasury interest rates appropriate for the expected life of the award. Our expected dividend rate for grants prior to
June 30, 2010 was zero as we did not pay cash dividends on our common stock and did not anticipate doing so. Actual results could differ from these estimates, which would
impact our results from operations.

Income Taxes

We recorded a provision for income taxes of $35,988,000 during the year ended June 30, 2011. As part of the process of preparing consolidated financial statements, we are
required to estimate income taxes in each of the jurisdictions in which we conduct business. This process involves estimating actual current tax expense and temporary differences
between tax and financial reporting. Temporary differences result in deferred tax assets and liabilities, which are included in the consolidated balance sheet. We must assess the
likelihood that deferred tax assets will be realized. A valuation allowance is recognized to reduce deferred tax assets if, and to the extent that, it is more likely than not that all or
some portion of the deferred tax assets will not be realized. The determination of the need for a valuation allowance is based on an on -going evaluation of current information
including, among other things, estimates of future earnings in different tax jurisdictions and the expected timing of deferred income tax asset and liability reversals. We believe that the
determination to record a valuation allowance to reduce deferred income tax assets is a critical accounting estimate because it is based, in part, on an estimate of future taxable
income in the various tax jurisdictions in which we do business, which is susceptible to change and may or may not occur, as well as the estimated timing of the reversal of
temporary differences, which give rise to our deferred income tax assets, and because the impact of adjusting a valuation allowance may be material. In the event that actual results
differ from estimates in future periods, and depending on the tax strategies that we may be able to implement, changes to-the valuation allowance could impact our financial position
and results of operations. )

As part of our accounting for business combinations, some of the purchase price is allocated to goodwill and intangible assets. Amortization expense associated with acquired
intangible assets is generally not tax deductible; however, deferred taxes have been recorded for non-deductible amortization expense as a part of the purchase price allocation
process. We have taken into account the allocation of these identified intangibles among different taxing jurisdictions in establishing the related deferred tax liabilities. Income tax
contingencies existing as of the acquisition dates of the acquired companies are evaluated quarterly and any adjustments are recorded as adjustments to income tax expense. Prior
to our adoption of Accounting Standards Codification Subtopic 805-10, Business Combinations, on July 1, 2009, such adjustments were recorded to (a) reduce to zero any
goodwill refated to the acquisition, (b) reduce to zero other noncurrent intangible assets related to the acquisition, and (c) reduce income tax expense.

We recognize an uncertain tax position only if it is more likely than not that the tax position will be sustained upon examination by the relevant taxing authority that has full
knowledge of all relevant information, based on the technical merits of the position. The income tax position is measured at the largest amount of benefit that is more than 50% likely
of being realized upon settlement with a taxing authority. The determination of an uncertain tax position and the likelihood of it being realized requires critical judgment and estimates.
We carefully assess each of the uncertain tax positions in order to determine the tax benefit that can be recognized in the consolidated financial statements. We record and/or
disclose such potential tax liabilities, as appropriate, and reasonably estimate our income tax liabilities and recoverable tax assets. If new information becomes available, adjustments
will be charged against income at that time. We do not anticipate that such adjustments would have a material adverse effect on our consolidated financial position or liquidity;
however, it is possible that the final outcomes could have a material impact on our reported results of operations.

Results of Operations

Our results of operations are affected by our recent acquisitions and divestitures. We acquired Core Metals in April 2010. Accordingly, our results for the year ended June 30,
2011 include the results of Core Metals for the entire period. Results for the year ended June 30, 2010 include the results of Core Metals for three months. We sold the
manufacturing operations of Globe Metais in November 2010, but continued to sell a portion of the silicon metal produced by Globe Metais to fulfill commitments to customers of
Globe Metais that we retained until December 31, 2010.
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GSM Fiscal Year Ended June 30, 2011 vs. 2010

Consolidated Operations:

Years Ended
June 30, Increase Percentage
2011 2010 (Decrease) Change
(Dollars in thousands) S
Results of Operations
Net sales o , , ] __ . Co e S (641,863 472,658 .. 169,205~ . . 358%
Cost of goods sold 488,018 390,093 97,925 . 25.1%
Selling, general and'adnﬁnistrativevexpenses . o : . S Coo . 547390 . 47,875 . 6,864 . 143%
Research and development } , ) ‘ 87 - 200 (113) (56.5%)
Restructuring charges | ‘ o o S e S8l . .. NA
Loss (gain) on sale of business 4,249 (19,715) | 23,964 .. NA
_ Operating income ’ 94,770 54,286 40,484 74.6%
Interest expense, net ) (2,984) (4,054) 1,070 - (26.4%)
Other income 928 4,575 (3,647) (79.7%)
) Income before provision for income taxes : ' 92,714 54,807 37,907 - v69.2%
Provision for incorme taxes - o S SR e - 35988 . 20,539 - (15449 - 752%
Net income 56,726 34,268 22,458 65.5%
Income attributable to nbncontrolling interest, net of tax o et N S - (3,918) ’ (167) - (3,751 - - 7 '2,246.1%
Net income attributable to Globe Specialty Metals, Inc. $ 52,808 34,101 18,707 54.9%
Net Sales:
Year Ended June 30,2011 Year Ended June 30, 2010
Net Sales Net Sales
- $ (in 000s) MT $MT $ (in 000s) MT $/MT
Silicon metal and silicon-based alloys - ‘ $ 584206 - -~ 233475 . $ 2,502 $ .. 444855 . . 194471 -$. ., 2288
Silica fume and other 57,657 N . 27,803
Total net sales $ 641,863 $ 472,658

Net sales increased $169,205,000, or 36%, from the prior year to $641,863,000 primarily as a result of a 20% increase in metric tons sold and a 9% increase in our average
selling price. The increase in metric tons sold resulted in an increase in net sales of $78,269,000. Silicon metal volume sold was higher due to increased demand, which led us to
reopen our Niagara Falls, New York facility in November 2009, which contributed approximately 7,900 incremental metric tons, and our Selma, Alabama facility in January 2010,
which contributed approximately 11,500 incremental metric tons sold during fiscal year 2011. These increases were offset by the decrease in volume due to the timing of the sale of
our Brazilian manufacturing operations on November 5, 2009. Subsequent to this divestiture, remaining Globe Metais sales related only to the fulfillment of certain retained customer
contracts with product purchased from our former Brazilian manufacturing operations at a purchase price equal to our sales price. These customer contracts were fulfilled at the end
of the second quarter of fiscal year 2011, and no further sales will be made under this arrangement. The increase in volume includes the impact of the Core Metals acquisition, which
contributed approximately 25,397 incremental metric tons in fiscal year 2011 versus fiscal year 2010. Additionally, end market demand for ferrosilicon and magnesium ferrosilicon
increased in fiscal year 2011 due to the economic recovery, particularly in steel and automotive production. a ' :

The increase in average selling price of 9% resulted in increased net sales 6f approximately $61,082,000. The increase in pricing was primarily due to higher pricing of the
annual calendar 2011 contracts and higher spot pricing. The increase in pricing was also due to improved demand from the economic recovery, offset by the impact of the
acquisition of Core Metals in the fourth quarter of fiscal year 2010, which resulted in a mix shift towards the production of ferrosilicon, Ferrosilicon is our lowest priced alloy and
also has the lowest cost of production. Other revenue increased by $29,854,000 as a result of $13,956,000 of incremental other sales from Core Metals during fiscal year 2011
and the recognition of $9,400,000 in previously deferred revenue from Solsil as the technology license, joint development and supply agreement with BP Solar International Inc.
(BP Solar) was terminated in the second quarter of fiscal yéar 2011.

Cost of Goods Sold:

The $97,925,000, or 25%, increase in cost of goods sold was a result of a 20% increase in metric tons sold, as well as a 4% increase in our cost per ton sold. This increase in
cost per ton sold was primarily due to the impact of planned furnace maintenance outages at GMI and Core Metals, higher power rates at Globe Metales and GMI, and
$4,300,000 of expense related to satisfaction of the long-term supply contract in fiscal year 2011. These cost increases were partially offset by the impact of reduced start-up costs
of approximately $6,500,000 at our Niagara Falls and Selma plants in the year over year period, the mix shift to ferrosilicon, which has our lowest cost of production, and the timing
of the sale of our Brazilian manufacturing operations on November 5, 2009.

Gross margin represented approximately 24% of net sales in fiscal year 2011 and increased from 17% of net sales in fiscal year 2010, primarily as a result of higher silicon metal
and silicon-based alloy selling prices, partially offset by higher power costs at Globe Metales and GMLI, as well as the impact of reduced margins on the sale of product purchased
from our former Brazilian manufacturing operations.

Selling, General and Administrative Expenses:

The increase in selling, general and administrative expenses of $6,864,000, or 14%, was primarily a result of the impact of the acquisition of Core Metals, which incrementally
increased expense by $2,458,000, and an increase in due diligence and transaction-related costs and audit and other professional fees, including Sarbanes-Oxley Act compliance
related expenditures, of approximately $4,369,000 and $576,000, respectively, at Corporate. Additionally, bonus expense at Corporate increased approximately $1,794,000 due
to profitability improvement year over year. These cost increases were partially offset by a decrease of approximately $2,488,000 at Globe Metais due to the timing of the sale of
our Brazilian manufacturing operations.
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Loss (Gain) on Sale of Business:

Loss (gain) on sale of business for fiscal year 2010 was associated with the sale of our Brazilian manufacturing operations on November 5, 2009. A subsequent settlement
associated with our Brazilian manufacturing operations was recorded in fiscal year 2011.

Net Interest Expense:

Net interest expense decreased by $1,070,000 primarily due to lower interest rate swap expense of approximately $755,000 at GMI, as well as the timing of the sale of our
Brazilian manufacturing operations on November 5, 2009, which resulted in a reduction in net interest expense of $347,000.

Other Income:

Other income decreased by $3,647,000 due primarily to a foreign exchange gain of $3,773,000 at Globe Metais in fiscal year 2010. The foreign exchange gain at Globe
Metais consisted of foreign exchange gains of $2,924,000, primarily associated with the revaluation of long-term reais denominated tax liabilities, and a gain of $849,000 on our
foreign exchange forward contracts. These foreign exchange fluctuations no longer occur following the sale of our Brazilian manufacturing operations on November 5, 2009.

Provision for Income Taxes:

Provision for income taxes as a percentage of pre-tax income was approximately 39%, or $35,988,000, in fiscal year 2011 and was approximately 37%, or $20,539,000, in
fiscal year 2010. The increase in the effective tax rate is primarily due to the benefit associated with the recording of certain state tax credits pamally offset by the recognition of
$9,395,000 in income tax expense associated with the sale of our Brazilian manufacturing operations in fiscal year 2010.

Segment Operations
GMI
Years Ended . .
June 30, Increase Percentage
2011 . 2010 (Decrease) Change
(Dollars in thousands) .
Results of Operatlons ) :
Netsa]es D e R A R T R T Preed Ll MUY 549418 i 358,279 L 191,139 ¢ L 0 5339
Cost of goods sold - o ] 5 : 422,775 © 296,122 126,653 ; 42.8%
Sélling, general and administrative éxpenses’ * /- e B SEIRG T AL T e D090 958 CC2L112 e 184607 - T I%
Restructuring charges . - (81) 81 . NA
) Qj;eraftjng income . $. 103,685 41,126 62,559 152.1%

Net sales increased $191,139,000, or 53%, from the prior year to $549,418,000. The increase was primarily attributable to a 35% increase in metric tons sold. Volume was
higher primarily due to increased demand, which led us to reopen our Niagara Falls, New York facility in November 2009, which contributed approximately 7,900 incremental
metric tons, and our Selma, Alabama facility in January-2010, which contributed approximately 11,500 incremental metric tons sold during fiscal year 2011. Volume was also higher
due to the acquisition of Core Metals and an increase in end market demand, primarily from the steel and automotive industries for ferrosilicon and magnesium ferrosilicon in fiscal
year 2011. The Core Metals acquisition contributed approximately 25,397 incremental metric tons in fiscal year 2011. Pricing increased 12% due to higher pricing of the annual
calendar 2011 contracts ahd improved spot pricing in fiscal year 2011, offset by the impact of the Alloy joint venture pricing. As a result of the acquisition of Core Metals in the
fourth quarter of fiscal year 2010, there was a product mix shift towards ferrosilicon, which is our lowest priced alloy and also has the lowest cost of production. This impact was
offset by higher pricing on ferrosilicon and magnesium ferrosilicon products due to increased market demand.

The GMI segment includes the Alloy joint venture, which was entered into on November 5, 2009, and sells 49% of the output of the Alloy plant to Dow Corning Corporation
(Dow Corning) at cost. We control the joint venture and consolidate its results in our financial statements. As a result of the joint venture, GMI’s gross margin has been negatively
impacted by virtue of the material sold to Dow Corning at cost. The increase in pricing for silicon metal during fiscal year 2011 more than offset this impact and resulted in increased
gross margin year over year, ‘

Operating income increased by $62,559,000 from the prior year to $103,685,000. This increase was primarily due to higher volumes shipped of silicon-based alloys and silicon
metal and higher average selling prices for silicon metal. Cost of goods sold increased by 43%, while volumes increased by only 35%. This was a result of an increase in the cost
per ton sold due to the impact of planned furnace maintenance outages, higher power rates, and $4,300,000 of expense related to satisfaction of the long-~term supply contract in
fiscal year 2011, offset by the impact of reduced start-up costs of approximately $6,500,000 at our Niagara Falls and Selma plants in the year over year period. The addition of
Core Metals incrementally contributed $2,458,000 to selling, general and administrative expenses in fiscal year 2011.

Globe Metais
Years Ended
June 30, Increase Percentage
2011 2010 . (Decrease) Change
(Dollars in thousands)
Results of Operations )
Netsales : R : ) i ) $ 15,421 62,126 (46,705) . (75.2%)
Cost ofgoods sod o o _ 14,948 - 53,091 (38,143) (71.8%)
Selling, general and administrative expenseés S TR ' 76 2,564 (2,488) . (97.0%)
Research and developmént o _ o N - 11 o Qap y NA
Loss on sale of business " . . .o by e - 1,197 (L197) - NA
Operating income . ; $ 397 5,263 (4,866) (92.5%)
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Net sales decreased $46,705,000, or 75%, from the prior year to $15,421,000. The decrease was primarily attributable to a decrease in metric tons sold of 69% and a
decrease in average selling prices of 17%. The decrease in volume was due to the timing of the sale of our- Brazilian manufacturing operations on November 5, 2009. Subsequent to
this divestiture, remaining Globe Metais sales related only to the fulfillment of certain retained customer contracts with product purchased from our former Brazilian manufacturing
operations at a purchase price equal to our sales price. These customer contracts were fulfilled at the end of the second quarter of fiscal year 2011, and no further sales will be
made under this arrangement. The decrease in pricing was due to the year over year currency impact of Euro denominated contracts.

Operating income decreased by 34,866,000, or 93%, from the prior year to $397,000. The decrease was primarily due to the timing of the sale of our Brazilian manufacturing
operations, which led to lower sales volumes, as well as the impact of reduced margins on the sale of product purchased from our former Brazilian manufacturing operations. Selling,
general and administrative expenses decreased by $2,488,000 primarily due to the timing of the sale of our Brazilian manufacturing operations on November 5, 2009, Results in
fiscal year 2010 also included transaction costs of $1,197,000 associated with the sale of the Brazilian manufacturing operations.

Globe Metales
Years Ended
June 30, Increase Percentage
2011 2010 (Decrease) Change
B (Dollars in thousands)

Results of Operations . e o .
Net sales RS > M 48,959 g ~1273%
Cost of goods sold : _ 35,635 o 9681 272%
Selling, general and administrative expenses I ) R 3251 . o 557 7 NI

Operating income 10,073 3,124 31.0%

Net sales increased $13,362,000, or 27%, from the prior year to $62,321,000. This increase was primarily attributable to a 21% increase in average selling prices, as well as a
5% increase in metric tons sold. Pricing increased on magnesium ferrosilicon and calcium silicon due to improving demand, especially in the automotive and steel end markets.
Additionally, pricing increased due to a mix shift from ferrosilicon, the lowest priced alloy, to calcium silicon and magnesium ferrosilicon. Volumes increased from higher shipments
of magnesium ferrosilicon and calcium silicon as demand in the automotive and steel end markets continues to recover.

Operating income increased by $3,124,000 from the prior year to $13,197,000. The increase was primarily due to higher average selling prices offset by higher production
costs. Cost of goods sold increased by 27%, primarily due to higher power, raw material and freight costs, and higher wage expense, while volumes increased by only 5%. Power
costs increased beginning in November 2009 as our long-term power agreement expired. Additionally, selling, general and administrative expenses increased $557,000, primarily
due to higher wage expense as a result of the terms of the union contract signed at the beginning of fiscal year 2011.

Solsil
Years Ended
June 30, Increase Percentage
2011 2010 (Decrease) Change -
) (Dollars in thousands)

Results of Operations ) : e
Netsales: - - 7 7 9,400 " 47,000:0%
Cost of goods sold (335 (40.7%)
Selling, general and administrative expenses e R10) L (545%)
Research and development ' (100) (53.5%)
: Operating income (loss) .-~ ) oo 10,045 0 o (730.5%

Net sales increased $9,400,000 from the prior year to $9,420,000. This increase was primarily due to the recognition of $9,400,000 in previously deferred revenue as the BP
Solar technology license, joint development and supply agreement was terminated during the second quarter of fiscal year 2011. . :

Operating income (loss) increased by $10,045,000 from the prior year to $8,670,000. The primary driver of this increase was the recognition of $9,400,000 in previously
deferred revenue as the BP Solar technology license, joint development and supply agreement was terminated during the second quarter of fiscal year 2011. The decrease in cost of
goods sold of $335,000 from the prior year to $488,000 was a result of Solsil’s suspension of commercial production and enhanced focus on refining its production processes to
improve yield and reduce the cost of production. As a result of these changes, selling, general and administrative expenses decreased $210,000 and research and development

expenses decreased $100,000.

Corporate
Years Ended
June 30, Increase Percentage
2011 2010 (Decrease) Change
- ‘ (Dollars in thousands)
Results of Operations )
Selling, general and administrative expenses 25,357 - 18,422 6,935
Loss (gaid) on sale of business - o 42490 - (21,237) 25486, . N,
Operating (loss) income $ (29,606) 2,815 (32,421) (1,151.7%)
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Operating (loss) income decreased $32,421,000 from the prior year to ($29,606,000). Fiscal year 2010 included a $21,237,000 gain on the sale of the manufacturing
operations of Globe Metais; which was net of transaction expenses and the recording of certain retained liabilities. A subsequent settlement of retained acquisition contingencies was
recorded in fiscal year 2011. Selling, general and administrative expenses increased by $6,935,000 primarily due to an increase in due diligence and transaction -related costs and
audit and other professional fees, including Sarbanes-Oxley Act compliance related expenditures, of approximately $4 369,000 and $576,000, respectively. Addmonally, bonus
expense increased approximately $1,794,000 due to profitability improvement year over year.

GSM Fiscal Year Ended June 30, 2010 vs. 2009

Consolidated Operations:
Years Ended
June 30, Increase ‘Percentage
2010 2009 (Decrease) Change
(Dollars in thousands) .
Results of Operanons . )
Net sales’ © LT Cope EA ST T T T i L T e Y70 688 AD6 001 - 46,367 ¢ - 10.9%
Cost of goods sold ) _ 390,093 330,036 60,057 18.2%
Selling, general and administrative expenses RS , o 41875 56,322 (8447) . (15.0%)
Research and development 200 1,394 (1,194) 85.7%)
Restructuring charges ... . ne w e o @D LTI (L792) (104.7%)
Gain on sale of business s iy g . o (19 715)» - (19,715) .. NA
Goodwill and intangible asset impairment . - T s - .. 69704 . (69,704) .  NA
Operating income (loss) 54 286 (32,876) 87,162 (265.1%)
Interest expense, net : n s (4,054) (6,218) 2,164 - - . (34.8%)
Other income 4,575 5,319 (744) (14.0%)
D Income {loss) before provision for income taxes™ . -~ F T AT T G SRS T 54 807 U (33,7T5) 88,582 1 (262.3%)
Provision for income taxes o - ‘ 20,539 11,609 8,930 76.9%
 Netincome (loss) . T T 34268 (45,384) 79,652 . . (175.5%)
(Income) losses attributable to noncontrollmg interest, net of tax (167) ) 3,403 (3,570) (104.9%)
“ Net income (loss) attributable t6 Globe Specialiy } Metals' Inc 3 o gel 345100 -(41,981). 7 o 76,082 - (181.2%)
Net Sales:
Year Ended June 30, 2010 : Year Ended June 30, 2009
B Net Sales . : . ) Net Sales
. $ (in 000s) - MT -~ . S/MT . . . $(in 000s) MT $MT
Silicon metal-and silicon-basedalloys -~ -3 . $. 444,855 = i v 19447 § 122,288 § . o 398,927, ¢ 160,015 . $ © 2,493
Silica fume and other - S 27803 o L 27364 : :
Total net sales e AR e 778 AR I RO A e § 426200 vt

Net sales increased $46,367,000, or 11%, from the prior year to $472,658,000 primarily as a result of a 22% increase in metric tons sold, offset by an 8% decrease in average
selling price. The increase in metric tons.sold resulted in an increase in net sales of $85,184,000. Volume sold was higher due to the reopening of our Niagara Falls, New York
facility in November 2009, which provided approximately an additional 13,500 metric tons, offset by a decrease in production volumes in Selma, Alabama of approximately 2,500
metric tons due to plant closure from April 2009 to January 2010. The increase in volume includes the impact of the Core Metals acquisition, which contributed approximately
10,000 metric tons in fiscal year 2010. Additionally, end market demand for magnesium ferrosilicon increased in the second half of fiscal year 2010 due to the economic recovery,
particularly in automotive production. The decline in average selling price of 8% resulted in decreased net sales of approximately $39,256,000. The decline in pricing was due to a
significant reduction in steel production in the first half of fiscal year 2010, driven by lower automobile production and construction spending. This resulted in an overall reduction in
customer demand, which caused us to reduce pricing to retain volume and also caused a mix shift towards the production of ferrosilicon, which is our lowest priced alloy and also
has the lowest cost of production. Additionally, the acquisition of Core Metals in the fourth quarter of fiscal year 2010 caused a further mix shift within silicon -based alloys to
ferrosilicon. The decrease in pricing was also due to the impact of shipping 49% of the Alloy joint venture output at cost to Dow Corning, offset by favorable annual contracts and
higher spot pricing in the quarter ended June 30, 2010. Silica fume and other revenue increased by $439,000 as a result of $6,116,000 of other sales from Core Metals in fiscal
year 2010, offset by a decline of $3,010,000 in Yonvey’s electrode sales to third parties, and lower production levels and sales of other by-products.

Cost of Goods Sold:

The $60,057,000, or 18%, increase in cost of goods sold was a result of a 22% increase in metric tons sold, offset by a 3% decline in cost per ton sold. This decline in cost per
ton sold was the result of several factors, including the curtailment of Solsil production, which lowered cost of goods sold by $8,985,000 and metric tons sold by approximately
200, a mix shift within silicon-based alloys to lower cost ferrosilicon, which reduced cost of goods sold by approximately $6,800,000, and our overall cost reduction programs.
These cost decreases were partially offset by lower capacity utlhzat]on durmg fiscal year 2010- and start-up costs totaling approxxmately $10,000,000, primarily at our Niagara Falls
and Selma plants.

Gross margin represented appr(;ximately 23% of net sales in fiscal year 2009 and decreased to approximately 17% of net sales in fiscal year 2010, primarily as a result of the

start-up costs for our Niagara Falls and Selma plants, the impact of selling 49%.of the Alloy joint venture output at cost to Dow Corning, and the lower silicon-based alloy average
selling price. ‘
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Selling, General and Administrative Expenses:

The decrease in selling, general and administrative expenses of $8,447,000, or 15%, was largely due to the write-off of $2,527,000 of deferred offering costs in the second
quarter of fiscal year 2009, caused by a more than 90 day delay in our initial public offering, a decrease of $1,382,000 and $722,000 in audit and other professional fees at
Corporate and Yonvey, respectively, a decrease of $716,000 of wages, insurance and general expense at Yonvey through aggressive cost cutting measures, a decrease of
$757,000 primarily in salaries and wages at Solsil due to the suspension of commercial production, and a decrease of approximately $6,236,000 at Globe Metais, of which
$5,680,000 was due to the timing of the sale of our Brazilian manufacturing operations, and the balance was due to aggressive cost reduction measures. These decreases were
offset by an increase in salaries and benefits of $1,308,000 at GMI with the restart of the Niagara Falls plant, higher due diligence costs of $833,000 and the impact of the
acquisition of Core Metals, which increased expense by $616,000. ‘

Research and Development:

The decrease in research and development expenses of $1,194,000 was primarily due to the suspension of production and related activities at Solsil, which resulted in a
decrease of $930,000.

Gain on Sale of Business. .

Gain on sale of business recorded in fiscal year 2010 is associated with the sale of our Brazilian manufacturing operations on November 5, 2009 for gross cash proceeds of
approximately $75,000,000, less transaction expenses and the recording of certain retained liabilities.

Goodwill and Intangible Asset Impdirment: : o ‘ .

Goodwill and intangible asset impairment recorded in fiscal year 2009 was approximately $69,704,000 and was associated with the Solsil business unit. The global economic
slowdown, combined with a decrease in oil prices, caused a sharp decline in the product price and demand for upgraded metalturgical grade silicon. As a result, it was determined
that the value of the Solsil business unit no longer supported its goodwill and intangible asset balances.

Net Interest Expense:

Net interest expense decreased by $2,164,000 due to the refinancing and repayment of credit facilities at GMI, Yonvey, and Globe Metales, which resulted in lower average
debt balances and interest rates, and the timing of the sale of our Brazilian manufacturing operations on November 5, 2009.

Other Income:

Other income decreased by $744;000 due primarily to a one-time gain at GMI of $954,000 due to the settlement of litigation in fiscal year 2009, a year-over-year decrease of
$543,000 of other income related to royalties associated with the lease of certain property at GMI, and a year-over-year decrease of $311,000 of dividend income to Globe
Metales from hydroelectric plant ownership interests, offset by a year-over-year foreign exchange gain of $1,609,000, driven primarily by fluctuations of the Brazilian real against
the U.S. dollar prior to our sale of Globe Metais’ manufacturing operations. ‘

Provision for Income Taxes:

Our effective tax rate for fiscal years 2010 and 2009 was 37.5% and (34.4%), respectively. Our tax rate is affected by recurring items, such as tax rates in foreign jurisdictions
and the relative amount of income we eam in each jurisdiction. It is also affected by discrete items that may occur in any given year, but are not consistent from year to year. The
change in our tax provision was primarily due to the fact that the prior year goodwill impairment charge arose from a non-taxable acquisition and no tax benefit was obtained from
the goodwill impairment. In addition, the change in the level of earnings and losses within the various tax jurisdictions in which we operate also impacted the effective tax rate. The
increase in the effective tax rate was partially offset by the benefit associated with the recording of certain state tax credits and adjustments in fiscal year 2010.

Segment Operations
GMI
Years Ended
June 30, Increase Percentage
2010 2009 (Decrease) Change -
o ’ (Dollars in thousands)
Results of Operations e e e e e . . . i
Net sales L T e g T 3sg 099 T 04 466 80,813 29.1%
Costofgoodssold T e 212213 83,909 39.5%
Selling, general and administrative expenses T TR L e B3 8§ ] C1Te25 '3,487 T 19.8%
Restructuring charges : : : ' (81) 281 (362) (128.8%)
Operating income ’ $ 41,126 47,347 (6,221) _ (13.1%)

Net sales increased $80,813,000, or 29%, from the prior year to $358,279,000. The increase was primarily attributable to a 33% increase in metric tons sold. Volume was
higher primarily due to the impact of the reopening of our Niagara Falls facility in November 2009, which provided approximately an additional 13,500 metric tons, offset by a
decrease in production volumes in Selma of approximately 2,600 metric tons due to plant closure from April 2009 to January 2010. Volume was also higher due to an increase in
end market demand, primarily from the automotive industry, for magnesium ferrosilicon in the second half of fiscal year 2010. The increase in volume included the impact of the
Core Metals acquisition, which contributed approximately 10,000 metric tons in fiscal year 2010. Pricing was down 4% due to a product mix shift towards ferrosilicon coupled with
reduced ferrosilicon pricing, which was the result of reduced demand and-aggressive foreign imports, offset by favorable annual contracts and improving spot market prices for
certain products in the second half of fiscal year 2010. Additionally, the acquisition of Core Metals in.the fourth quarter of fiscal year 2010 caused a further mix shift to ferrosilicon.

26




The GMI segment includes the Alloy joint venture, which was entered into on November 5, 2009, and sells 49% of the output of the Alloy plant to Dow Corning at cost. We
control the joint venture and consolidate its results in our financial statements. As a result of the joint venture, GMI’s gross margin has been reduced by virtue of the material sold to
Dow Corning at cost.

Operating income decreased by $6,221,000 from the prior year to $41,126,000. This was primarily due to increased production costs and lower average selling prices. Cost
of goods sold increased by 40% while volumes inicreased by only 33%. This caused an increase in the cost per ton sold, which reflects our reduced capacity utilization, and start-up
costs of approximately $9,700,000"at our Niagara Falls and Selma plants. The addition of Core Metals contributed $616,000 to selling, general and administrative expenses in
fiscal year 2010, and the reopening of the Niagara Falls plant was a major driver of the $1,308,000 increase in salaries and benefits at GMI.

Globe Metais
Years Ended
June 30, Increase Percentage
2010 2009 (Decrease) Change
(Dollars in thousands)
Results of Operations )
Netsales ~ . . . ... 8. 62126 95096 .. .(32970) . (347%)
Cost of goods sold TR - > i64. (18073 (254%)
Selling, general and administrative expenses ) . S 2,564 8,800 .- 6,236). - (70.9%)
Research and development 11 130 (119) “(91.5%)
Restructuring charges -~ 7 N R ORI S e s T e e e s e 400 ) .(400) .+ NA
Gain on sale of business ) L ‘ . : 1,197 - . 1,197 NA
‘Opemating incomte v T AT S Teds . g T 252630 i 14,602 - < (9,339) - (64.0%)

Net sales decreased $32,970,000, or 35%, from the prior yearto $62,126,000. The decrease was primarily attributable to a 32% decrease in metric tons sold and a decrease
in the sale of by-products of $3,928,000. The decrease in volume was due to the timing of the sale of our Brazilian manufacturing operations on November 5, 2009 and the global
economic recession, which caused a pronounced decline in domestic Brazilian demand and European demand from producers of silicones and aluminum. After the sale of our
Brazilian manufacturing operations, Globe Metais no longer produces or sells by-products.

Operating income decreased by $9,339,000, or 64%, from the prior year to $5,263,000. The decrease was primarily due to the timing of the sale of our Brazilian
manufacturing operations, which led to lower sales volumes. Results also included transaction costs associated with the sale of $1,197,000. Cost of goods sold decreased 25%
while volumes decreased 32%, which caused an increase in the cost per metric ton sold. This increase was due to lower capacity utilization and increased production costs
associated with the appreciation of the Brazilian real, which was offset by gains on our foreign exchange forward contract, which are recorded in other income. Selling, general and
administrative expenses decreased by $6,236,000 due to the timing of the sale of our Brazilian manufacturing operations on November 5, 2009, which resulted in a cost reduction
of approximately $5,680,000, and the balance was due to aggressive cost reduction measures.

The gain on sale of business reflects only transaction costs of $1,197,000 associated with the sale of our Brazilian manufacturing operations, as the gain on the sale of the
manufacturing operations is reported in the Corporate operating segment.

Globe Metales
Years Ended
June 30, Increase Percentage
2010 2009 (Decrease) Change
(Dollars in thousands)

Results of Operations , o _ o
Net sales - o e $ 48959 50731 . . (L7 - . (B.S5%)
Cost of goods sold _ o : o - 35635 31,544 4,091 - 13.0%
Selling, general and administrative expenses - . . ' 3,251 . 3,560 (309 - (8.7%)
Restructuring charges ‘ o S » - 678 678) NA
. Opemtingincome .. . oo s 10073 14049 (4876 ____ (2:6%)

Net sales decreased $1,772,000, or 4%, from the prior year to $48,959,000. The decrease was primarily attributable to a 27% decrease in average selling price, partially
offset by a 34% increase in metric tons sold. Pricing decreased due to the completion of certain favorable long-term contracts, a change in product mix, which included the sale of
lower priced ferrosilicon, the market price of which was affected by a reduction in global steel production. Volumes mcreased primarily due to the re-entry of Globe Metales into
the lower priced ferrosilicon market.

Operating income decreased by $4,876,000 from the prior year to $10,073,000. The decrease was primarily due to a decrease in average selling prices offset by higher
volumes and lower production costs. Average selling prices decreased by 27% while cost per ton decreased by only 16%, partially as a result of the expiration of a long-term, low-
priced power contract. The reduced gross margin and operating income resulted primarily from the change in product mix, which included the production of lower priced
ferrosilicon, partially offset by our aggressive cost reduction 1mt1at1ves
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Solsil

Years Ended
June30, . Increase Percentage
2010 2009 . . _(Decrease) Change
: (Dollars in thousands)
Results of Operations L e e . i '
Net sales ‘ ' . L _ _ $ 20 2,202 2,182) (99.1%)
Cost of goods sold D 823 9,808 (8,985) (91.6%)
Selling, general and administrative expenses o S ' 385 1,183 (798) . (67.5%)
Research and development L ‘ ) 187 1,117 (930) (83.3%)
Restructuring charges . Lo I 187 (187) NA
Goodwill and intangible asset impairment - » o ) - 69,704 (69,704) NA
Operatlng 1oss’ . X\‘, o N o i“ ‘.' . }, B - o R ' - $ - (1,375) - (79,797) : 78,422 (98.3%)

Net sales decreased $2,182,000 from the prior year to $20,000. The decrease was primarily attributable to Solsil suspending commercial production as a result of a significant
dectine in the price of polysilicon and the decline in demand for upgraded metallurgical grade silicon. As a result, we are concentrating our efforts on research and development
activities focused on reducing our cost of production. - : - -

Cost of goods sold decreased $8,985,000 from the prior year to $823,000. Cost of goods sold was $7,606,000 in excess of sales in 2009, reflecting Solsil ’s additional
investment to refine its production processes. Selling, general and administrative expenses decreased $798,000 and research and development expenses decreased $930,000 as a
result of suspended preduction and the focus on enhancing production yields and lowering the cost of production. Solsil recorded a goodwill and intangible asset impairment in the
second quarter of fiscal year 2009 of $69,704,000. The global economic slowdown, combined with the decrease in oil prices, caused a sharp decline in the product price and
demand for upgraded metallurgical grade silicon. As a result, it was determined that the value of the Solsil business no longer supported its goodwill and intangible asset balances.

Corporate
Years Ended
_June30, - . Increase Percentage
2010 : 2009 . (Decrease) Change
(Dollars in thousands)
Results of Operations Lo ) , : .
Selling; general and administfative expenses: - =« S 21,3020 . (2,880) (13.5%)
Restructuring charges ) : - 95 95) NA
Gain on sale of business ) S 21237 - (21,237) NA
Operating income (loss) ’ ) g 2,815 (21,397) 124,212 (113.2%)

Operating income (loss) increased by $24,212,000 from the prior year to $2,815,000. The increase was primarily due to the $21,237,000 gain on the sale of busitiess
recorded in fiscal year 2010, which was associated with the sale of our Brazilian manufacturing operations on November 5, 2009 for gross cash proceeds of approximately
$75,000,000, less transaction expenses and the recording of certain retained liabilities.

Selling, general and administrative expenses decreased $2,880,000 or 14%, from the prior year to $18,422,000. This was primarily due to the write -off of $2,527,000 of
deferred offering costs in the second quarter of fiscal year 2009 because our initial public offering was postponed by more than 90 days and a decrease of $1,382,000 in audit and
other professional fees.

Liquidity and Capital Resources
Sources of Liquidity

Our principal sources of liquidity are our cash and cash equivalents balance, cash flows from operations, and unused commitments under our existing credit facilities. At June 30,
2011, our cash and cash equivalents balance was approximately $166,208,000, and we had $64,071,000 available for borrowing under our existing financing arrangements. We
generated cash flows from operations totaling $61,188,000 during the year ended June 30, 2011. )

Our subsidiaries borrow funds in order to finance working capital requirements and capital expansion programs. The terms of certain of our financing arrangements place
restrictions on distributions of funds to us, however, we do not expect this to have an impact on our ability to meet our cash obligations. We believe we have access to adequate
resources to meet our needs for normal operating costs, capital expenditure, and working capital for our existing business. Our ability to fund planned capital expenditures and make
acquisitions will depend upon our future operating performance, which will be affected by prevailing economic conditions in our industry as well as financial, business and other
factors, some of which are beyond our control. - :

As discussed in the Outlook section, in July 2011 we closed on the acquisition of Alden Resources, LLC, North America’s leading miner, processor and supplier of specialty
metallurgical coal to the silicon and silicon-based alloys industries and also a supplier of thermal coal to the power industry. We financed the acquisition with $55,000,000 of bank
debt, at an interest rate of approximately 3%, and with $18,200,000 of cash from GSM’s balance sheet. In addition, the seller.could receive a contingenit payment of up to
$6,800,000 based on future performance.

We also mentioned in the Outlook section that we are nearing the beginning of the construction of our new silicon metal plant in Iceland. The project is expected to cost
approximately €115,000,000. We have a few remaining steps to complete, including final board of directors approval, prior to beginning construction, which is expected to take
place before the end of calendar 2011. We anticipate financing the plant with €79,000,000 of project financing from two commercial banks, approximately €34,000,000 of cash
from GSM, and €2,000,000 from our minority partner. We intend to use our cash and cash equivalents balance to fund our portion of the project costs.
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Cash Flows

The following table summarizes our primary sources (uses) of cash during the periods presented:

Year Ended June 30,

2011 2010 2009

o o (Dollarsmthousands) o
Cashiand-cash equwalentsat beginning of pe O i T e S §e - 157,029 7T 61,876 - - 73,994
Cash flows proyided by (used m) operating acnvmes ‘ e . 61,188 (19,255) .. 64,014
v : vestin 0 } R T B (51,512) - (16,159) "7 .7 (48,185)
Cash ﬂows provided by financing act1v1t1es 81 - 130,560 o (27 954)
Effect ofexchangeratechang&s omeash, = L T RPN ; EAER ; - (578) 17 .. "7
Cash and cash equivalents at end of period $ 166,208 157,029 61 876

Operating Activities:
Our business is cyclical and cash flows from operating activities may fluctuate during the year and from year-to-year due to economic conditions,

Net cash provided by (used in) operating activities was $61,188,000 and ($19,255,000) during fiscal year 2011 and 2010, respectively. The $80,443,000 increase in net cash
provided by operating activities was primarily due to improved operating results, excluding the impact of the gain on the sale of our Brazilian manufacturing operations, as wéll as a
less significant increase in net working capital during fiscal year 2011, compared with fiscal year 2010. Inventories increased during fiscal year 2011 due primatily to higher
electrode levels for use in future production. Additionally, accounts receivable increased due to timing of sales and higher average selling prices. In fiscal year 2010, accounts
receivable increased significantly due to overall increased sales from the prior year, primarily due to the start-up of our Niagara Falls, New York and Selma, Alabama plants. This
increase in accounts receivables in fiscal year 2010 was offset by an increase in accounts payable, primarily due to increased production in response to higher demand for our
products, as well as additional purchases associated with the restart of furnaces. In fiscal year 2010, a tax payment of $38,449,000 was made on the taxable gains on sale of our
former Brazilian manufacturing operations and a noncontrolling interest in WVA Manufacturing LLC (WVALLC). :

Net cash (used in) provided by operating activities was approximately ($19,255,000) and approximately $64,014,000 during fiscal year 2010 and 2009, respectively. Net cash
provided by operating activities excludes changes in our operating assets and liabilities associated with the sale of our Brazilian manufacturing operations, but include the operating
cash flows of these operations prior to the November 5, 2009 date of sale. Excluding the impact of the one-time goodwill and intangible asset charge and the gain on the sale of
Globe Metais, the $83,269,000 decrease in net cash provided by operating activities was due to an increase in net working capital and lower operating results, as well as a tax
payments of $38,449,000 made on the taxable gains on sale of Globe Metais and a noncontrolling interest in WVA LLC. In fiscal year 2010, accounts receivable incteased
significantly due to overall increased sales. Further, accounts payable increased primarily due to increased production in response to higher demand for our products. Finally, we
reduced accrued liabilities due to the timing of recognition of deferred revenue based on product shipment.

Investing Activities:

Net cash used in investing activities was approximately $51,512,000 and $16,159,000 during fiscal year 2011 and 2010, respectively. In fiscal year 2010, $58,136,000 of
cash was provided by the sale of our Brazilian manufacturing operations, net of cash transferred of $16,555,000. The acquisition of Core Metals on April 1, 2010 resulted in the
use of approximately $52,000,000 in .cash, net of cash acquired of $1,873,000, and was offset by net cash received from the sale of Masterloy of $2,423,000. Year over year
capital expenditures increased from approximately $22,901,000 to $35,039,000 due to furnace overhauls at our GMI and Core Metals plants during fiscal year 2011. Additionally,
we received $2,500,000 in proceeds associated with the divestiture of our 49% ownership interest in Fluorita de Mexico, S.A. de C.V., offset by net payments of $2,038,000,
which were made for working capital.: claims associated with our historical acquisitions. During fiscal year 2011, we made advances totaling approximately $17,000,000 to acquire
exploration mining licenses in Nigeria to mine for manganese ore, a raw material used in the production of certain silicon and manganese based alloys.

Net cash used in investing activities was approximately $16,159,000 and approximately $48,185,000 during fiscal year 2010 and 2009, respectively. In fiscal year 2010,
$58,136,000 of cash was provided by.the sale of 100% of our interest in the manufacturing operations of Globe Metais, net of cash transferred with the sale of $16,555,000. The
acquisition of Core Metals on April 1, 2010 resulted in the use of approximately $52,000,000 in cash, net of cash acquired of $1,873,000, and was offset by net cash received
from the sale of Masterloy of $2,423,000. Year over year capital expendltures decreased from approximately $51,437,000 to $22,901,000 as capital expenditures related to the
reopening.and expansion of the Niagara Falls facility, capital investments to increase the npgraded metallurgical grade silicon capacity of Solsil, and capital improvements at Yonvey
have largely been completed. Capital expenditures in fiscal year. 2010 primarily consisted of maintenance capital expenditure and the completion of the Niagara Falls facility
expansion. Net cash provided by investing activities of approximately $2,987,000 in fiscal year 2009 was due to the redemption of U.S. government treasury securities.

Financing Activities:

Net cash provided by financing activities was approximately $81,000 and $130,560,000 during fiscal year 2011 and 2010, respectively. Thé proceeds from the close of our
initial public offering and listing on thé NASDAQ during fiscal year 2010 contributed $36,456,000, net of underwriting discounts and commissions of $2,744,000. Additionally,
$97,917,000 of cash was provided by the sale of a 49% interest in WVA LLC, net of transaction costs, during fiscal year 2010. Net borrowings of approximately $7,004,000 of
long-term and short-term debt occurred during fiscal year 2011, as compared to net payments of approximately $4,540,000 of long-term and short-term debt in fiscal year 2010.
During fiscal year 2011, a d1v1dend payment of $11,269,000 was paid to our common stockholders, whlch was partlally offset by the contribution of $5,215,000 from the exercise
of stock options.

Net cash provided by (used in) financing activities was approximately $130,560,000 and approximately $(27,954,000) during fiscal year 2010 and 2009, respectively. The
increase of approximately $158,514,000 in cash provided by financing activities was majnly due to $97,917,000 of cash provided by the sale of a 49% interest in WVA LLC, net
of transaction costs. Proceeds from the close of our initial public offering and listing on the NASDAQ contributed $36,456,000, net of underwriting discounts and commissions of
$2,744,000. Additionally, net payments of approximately $4,540,000 of long-term and short-term debt, compared to net repayments of $28,041,000 in the fiscal year 2009.
Current year borrowings include $16,000,000 used for the acquisition of Core Metals, which remains outstanding at June 30, 2010. Cash provided by warrant and UPO exercises
increased by approximately $664,000 year-over-year, as UPO and warrant holders exercised these financial instruments prior to their expiration in October 2009.

Exchange Rate Change on Cash:

The effect of exchange rate changes on cash was related to fluctuations in renminbi, the functional currency of our Chinese subsidiary, Yonvey.
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Commitments and Contractual Obligations

The following tables summarize our contractual obligations at June 30, 2011 and the effects such 6bligati6ns are expected to have on our liquidity and césh flows in future
periods:

Contractual Obligations Less than One to Three to More than
(as of June 30, 2011) Total One Year Three Years Five Years S Years
e : . . . (Dollars in thousands) . .
Operating lease obligations (1) 8891 23297 0 TUAT01 T esy
Purchase obligations (2) 102,857 25,500 43,270 34,087
" Tofal - : ~ o g M1.808 - - 28797 47,971 - 35040 . . .

(1) Represents minimum rental commitments under noncancelable leases for machinery and equipment, automobiles, rail cars and office space.

(2) Purchase obligations include contractual commitments under various long and short-term take or pay arrangements with- suppliers. These obligations include commitments to
purchase raw materials used in our manufacturing process, which specify a minimum purchase quantity through calendar year 2016.

The table above also excludes Certain other obligations reflected in our consolidated balance sheet, including estimated funding for pension obligations, for which the ;umng of
payments may vary based on changes in the fair value of pension plan assets and actuarial ‘assumptions. We expect to contribute approximately $1,870,000 to our pension plans for
the year ended June 30, 2012. o : :

Off-Balance Sheet A'rrangements

We do not have any material off-balance sheet arrangements or relati()hships with unconsolidated entities of financial partnerships, such as entities often referred to as structured
finance or special purpose entities.

Litigation and Contingencies

We are subject to various lawsuits, claims and proceedings that arise in the normal course of business, including emplbyment, commercial, environmental, safety and health
matters, as well as claims associated with our historical acquisitions and divestitures, Although it is not presently possible to determine the outcome of these matters, in the opinion of
management, the ultimate disposition of these matters will not have a material adverse effect on our consolidated financial position, results of operations, or liquidity. )

At June 30, 2011 and June 30, 2010, there are no liabilities recorded for environmental contingencies. With respect to the cost for ongoing enviromnentalicompliance, including
maintenance and monitoring, such costs are expensed as incurred unless there is a long -term monitoring agreement with a governmental agency, in which case a liability is
established at the inception of the agreement.

Recently Implemented Accounting Pronouncements

"In June 2009, the FASB issued an amendment to ASC Subtopic 860-10, Transfers and Servicing. The objective of this amendment is to improve the relevance,
representational faithfulness, and comparability of the information that a reporting ‘entity provides in its financial statements about a transfer of financial assets; the effects of a transfer
on its financial position, financial performance, and cash flows; and a transferor’s continuing involvement, if any, in transferred financial asgets. This améndment improves financial
reporting by eliminating (1) the exceptions for qualifying special-purpose entities from the consolidation guidance and (2) the exception that permitted sale accounting for certain
mortgage securitizations when a transferor has not ‘surrendered control over the transferred financial assets. This amendment was adopted on July 1, 2010. This change had no
effect on the Company’s financial position or results of operations.

In June 2009, the FASB issued an amendment to ASC Subtopic 810-10, Consolidation — Variable: Interest Entities. The objective of this amendment is to improve
financial reporting by enterprises involved with variable interest entities by eliminating the quantitative-based risks and rewards calculation and requiring an enterprise to perform an
analysis to determine whether the enterprise’s variable interest or interests give it a controlling interest in a variable interest entity. In addition, the amendment requires an ongoing
reassessment of whether an enterprise is the primary beneficiary of a variable interest entity. This amendment was adopted on July 1, 2010, The Company is not currently involved
with variable interest entities and, therefore, this change had no effect on the Company’s financial position or results of operations. :

In October 2009, the FASB issued an amendment to ASC Subtopic 820-10, Fair Value Measurements and Disclosures (ASC 820). This amendment requires reporting
entities to make new disclosures about recurring or nonrecurring fair value measurements, including significant transfers into and out of Level 1 and Level 2 fair value measurements
and information about purchases, sales, issuances, and settlements on a gross basis in the reconciliation of Level 3 fair value measurements, The amendment also clarifies existing fair
value measurement disclosure guidance about the level of disaggregation, inputs, and valuation techniques. Adoption of this’ amendment to ASC 820 had no impact on the
Company’s financial position and results of operations. ‘

Acc;)unting Pronouncements to be Implemented

In June 2011, the FASB issued an amendment to ASC Subtopic 220-10, Comprehensive Income (ASC 220). The objective of this amendment is to increase the prominence
of other comprehensive income in the financial statements. The new accounting guidance requires entities to report components of net income comprehensive income in either (1) a
continuous statement of comprehensive income or (2) two separate but consecutive statements. This amendment is effective for-fiscal years ending after December 15, 2011. The
Company is currently evaluating the impact of adopting this guidance on its financial statements. :
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Quantitative and Qualitative i)isclosures about Market Risk

We are exposed to market risks arising from adverse changes in:

+ commodity prices,

. interést rates, and

+ foreign exchange rates.

In the normal course of business, we manage these risks through a variety of strategies, including obtaining captive or long-term contracted raw material supplies and hedging
strategies. Obtaining captive or long-term contracted raw material supplies involves the acquisition of companies or assets for the purpose of increasing our access to raw materials
or the identification and effective implementation of long-term leasing rights or supply agreements. We enter into derivative instruments to hedge certain commodity price, interest
rate, and foreign currency risks. We do not engage in commodity, interest rate, or currency speculation, and no derivatives are held for trading purposes.

All derivatives are accounted for using mark-to-market accounting. We believe it is not practical to designate our derivative instruments as hedging instruments as defined under
ASC Subtopic 815-10, Derivatives and Hedging (ASC 815). Accordingly, we adjust our derivative financial instruments to current market value through the consolidated
statement of operations based on the fair value of the agreement as of period-end. Although not designated as hedged items as defined under ASC 815, these derivative instruments
serve to significantly offset our commodity, interest rate, and currency risks. Gains or losses from these transactions offset gains or losses on the assets, liabilities, or transactions
being hedged. No credit loss is anticipated as the counterparties to our derivative agreements are major financial institutions that are highly rated. ) -

The sensitivity of our derivatives to these market fluctuations is discussed below. See our June 30, 2011 consolidated financial statements for further discussion of these
derivatives and our hedging policies. :

Commodity Prices:

We are exposed to price risk for certain raw materials and energy used in our production process. The raw materials and energy which we use are largely commodities, subject
to price volatility caused by changes in global supply and demand and governmental controls. Derivative financial instruments are not used extensively to manage our exposure to
fluctuations in the cost of commedity products used in our operations. We attempt to reduce the impact of increases in our raw material and energy costs by negotiating long -term
contracts and through the acquisition of companies or assets for the purpose of increasing our access to raw materials with favorable pricing terms. We have entered into long-term
power supply contracts that result in stable, favorably priced long-term commitments for the majority of our power needs. Additionally, we have long-term lease mining rights in the
U.S. that supply us with a substantial portion of our requirements for quartzite. We also have obtained a captive supply of electrodes through our 70% ownership interest in
Yonvey.

In June 2010, we entered into a power hedge agreement on a 175,440 MWh notional amount of electricity, representing approximately 20% of the total power required by our
Niagara Falls, New York plant. This hedge covers our expected needs not supplied by the facility’s long-term power contract over the term of the hedge agreement. The notional
amount decreases equally per month through the agreement’s expiration on June 30, 2012. Under the power hedge agreement, we fixed the power rate at $39.60 per MWh over
the life of the contract. In October 2010, we entered into a power hedge agreement on a 87,600 MWh notional amount of electricity. The agreement is effective July 1, 2012 and
the notional amount decreases equally per month through the agreement’s cxplratlon on June 30, 2013. Under the power hedge agreement, we fixed the power rate at $39.95 per
MWh over the life of the contract.

The $110,000 liability associated with the fair value of our power hedge agreements at June 30, 2011 is included in other long-term liabilities.

To the extent that wé have not mitigated our exposure to rising raw material and energy prices, we may not be able to increase our prices to our customers to offset such
potential raw material or energy price increases, which could have a material adverse effect on our results of operations and operating cash flows.

Interest Rates:
We are exposed to market risk from changes in interest rates on certain of our short-term and long-tenh debt obligations.

At June 30, 2011, we had approximately $46,989,000 of variable rate debt. To manége our interest rate risk exposure we have entered into an interest rate cap and interest
rate swap agreements with investment grade financial institutions.

In connection with our revolving credit facility and senior term loan, we entered into an interest rate cap arrangement and three interest rate swap agreements to reduce our
exposure to interest rate fluctuations.

In October 2008, we entered into an interest rate cap arrangement to cap LIBOR on a $20,000,000 notional amount of debt, with the notional amount decreasing by
$1,053,000 per quarter through the interest rate cap’s expiration on June 30, 2013. Under the interest rate cap, we capped LIBOR at a maximum of 4.5% over the life of the
agreement.

In November 2008, we entered into an interest rate swap agreement involving the exchange of interest obligations relating to a $13,333,000 notional amount of debt, with the
notional amount decreasing by $702,000 per quarter. Under the interest rate swap, we receive LIBOR in exchange for a fixed interest rate of 2.85% over the life of the agreement.
The agreement expires in June 2013.

In January 2009, we entered into a second interest rate swap agreement involving the exchange of interest obligations relating to a $12,632,000 notional amount of debt, with
the notional amount decreasing by $702,000 per quarter. Under the interest rate swap, we receive LIBOR in exchange for a fixed interest rate of 1.66% over the life of the
agreement. The agreement expires in June 2013.

In April 2009, we entered into a third interest rate swap agreement involving the exchange of interest obligations relating to an $11,228,000 notional amount of debt, with the
notional amount decreasing by $702,000 per quarter. Under the interest rate swap, we receive LIBOR in exchange for a fixed interest rate of 2.05% over the life of the agreement.
The agreement expires in June 2013.
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In connection with our export prepayment financing arrangement, we entered into an interest rate swap agreement involving the exchange of interest obligations relating to a
$14,000,000 notional amount of debt, with the notional amount decreasing by $3,000,000 on a semiannual basis through August 2011, and a final $2,000,000 notional amount
swapped for the six month period ended January 2012. Under the interest rate swap, we received LIBOR in exchange for a fixed interest rate of 2.66% over the life of the
agreement. This agreement, as well as the related export prepayment financing arrangement, was transferred with the sale of the manufacturing operations of Globe Metais.

The $320,000 Liability associated with the fair value of our interest rate derivative instruments at June 30, 2011 is included in other long-term liabilities.

If market interest rates were to increase or decrease by 10% for the full 2012 fiscal year as compared to the rates in effect at June 30,2011, we estimate that the change would
not have a material impact to our cash flows or results of operations.

Foreign Currency Risk:

We are exposed to market risk arising from changes in currency exchange rates as a result of operations outside the United States, principally in Argentina and China. A portion
of our net sales generated from our non-U.S. operations is denominated in currencies other than the U.S. dollar. Most of our operating costs for our non-U.S. operations are
denominated in local currencies, principally the Argentine peso and the Chinese renminbi. Consequently, the translated U.S. dollar valiie of our non-U.S. dollar sales, and related
accounts receivable balances, and our operating costs are subject to currency exchange rate fluctuations. Derivative instruments are not used extensively to manage this risk. We
have utilized derivative financial instruments, including foreign exchange forward contracts, to manage a portion of our net foreign currency exposure to the Brazilian real and the
Euro. All of the Brazilian real contracts were settled prior to the sale of the manufacturing operations of Globe Metais.

If foreign exchange rates were to increase or decrease by 10% for the full 2012 fiscal year, as compared to the rates in effect at June 30, 2011, we estimate that the change

would not have a material impact to our cash flows or results of operations. : .

Item 8.  Financial Statements and Supplementary Data
The financial statements appearing on pages 37 to 69 are incorporated herein by reference.
Item9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, we evaluated the effectiveness of our
disclosure controls and procedures as such term is defined in Securities Exchange Act Rule 13a-15(e) or 15d-15(¢). Based on that evaluation, the Chief Executive Officer and
Chief Financial Officer have concluded that our disclosure controls and procedures are effective as of the end of the period covered by this report.

Management’s Report on Internal Control Over Financial Reporting

* Management is responsible for establishing and maintaining adequate internal control over financial reporting and for the assessment of the effectiveness of internal controls over
financial reporting. Our internal control system over financial Teporting is a process designed under the supervision of our Chief Executive Officer and Chief Financial Officer to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of the consolidated financial statements in accordance with U.S. generally accepted
accounting principles.

The Company’s internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of the financial statements in accordance with U.S. generally accepted accounting principles, and that receipts and expenditures of the Company are being made only in accordance
with authorizations of management and directors of the Company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use; or
disposition of the Company’s assets that could have a material effect on the Company’s financial statements.-

Because of its inherent limitations, internal control over financial reporting may not prevenf or detect misstatements. Also, projections of any evaluation of effectiveness to future
periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate. o

In connection with the preparation of our annual consolidated financial statements, management has undertaken its assessment of the effectiveness of our internal control over
financial reporting as of June 30, 2011, based on the criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO). Management’s assessment included an evaluation of the design of our internal control over financial reporting and testing of the operational
effectiveness of those controls. Based on this assessment, management has concluded that the Company’s internal contro] over financial reporting was effective as of June 30, 2011.

Report of Independent Registered Public Accounting Firm

KPMG LLP, the independent registered public accounting firm that audited our consolidated financial statements included in this report, has issued its report on the effectiveness
of our internal control over financial reporting, a copy of which appears on page 39 of this annual report. :

Changes in Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting during the fourth quarter ended June 30, 2011, that has materially affected, or is reasonably likely to
materially affect, our internal control over financial reporting.

Item 9B. Other Information

Not applicable.
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PART III

Certain information required by Part I1I is omitted from this report in that we will file a definitive proxy statement pursuant to Regulation 14A with respect to our 2011 Annual
Meeting (the “Proxy Statement”) no later than 120 days after the end of the fiscal year covered by this report, and certain information included therein is incorporated herein by
reference. Only those sections of the Proxy Statement which specifically address the items set forth herein are incorporated by reference.

Item 10. Directors, Executive Officers and Corporate Governance
Except as set forth below, the information required by this Item is hereby incorporated herein by reference to the Proxy Statement.

Set forth below is certain information about our executive officers:

Name ; Age » : * Position

Alan Kestenbaum I o o 49 - Executive Chairman and Director - - s
Jeff Bradley » N 51 Chief Executive Officer and Chief Operatmg Ofﬁcer
Malcolm Appelbaum . - 50 Chief Financial Officer

Stephen Lebowitz 46 Chief Legal Officer

 Alan Kestenbaum has served as Executive Chairman and Director since our inception in December 2004, and served as Chief Executive Officer from our inception through
May 2008. From June 2004, Mr. Kestenbaum served as Chairman of Globe Metallurgical, Inc., until its acquisition by us in November 2006. He has over 20 years of experience
in metals including finance, distribution, trading and manufacturing, Mr. Kestenbaum is a founder and the Chief Executive Officer of Marco International Corp., and its affiliates, a
finance trading group specializing in metals, minerals and other raw materials, founded in 1985. Mr. Kestenbaum was involved in the expansion by certain of Marco International’s
affiliates into China and the former Soviet Union. He also established affiliated private equity businesses in 1999 which were involved in sourcing and concluding a mumber of private
equity transactions, including ones relating to McCook Metals, Scottsboro Aluminum and Globe Metallurgical, Inc. From 1997 until June 2008, Mr. Kestenbaum was also the Vice
President of Marco Hi-Tech JV LLC, a fiutritional ingredient supplier to the nutritional supplement industry. Mr. Kestenbaum serves as a‘member of the Board of Directors of
Wolverine Tube, Inc., a provider of copper and copper alloy tube, fabricated products and metal joining products. Mr. Kestenbaum began his career in metals with Glencore, Inc.
and Philipp Brothers in New York City. He received his B.A. in Economics cum laude from Yeshiva University, New York.

Jeff’ Bradley 'has served as our Chief Executive Officer since May 2008 and our Chief Operating Officer since August 2010. From June 2005 until February 2008,
Mr. Bradley served as Chairman, Chief Executive Officer and Director of Claymont Steel Holdings, Inc., a company specializing in the manufacture and sale of custom-order steel’
plate in the United States and Canada. Mr. Bradley was not employed after his February 2008 departure from Claymont Steel until he joined us in May 2008. Prior to joining
Claymont Steel, from September 2004 to June 2005, Mr. Bradley served as Vice President of strategic planning for Dietrich Industries, a construction products subsidiary of
Worthington Industries. From September 2000 to August 2004, Mr. Bradley served as a vice president and general manager for Worthington Steel, a diversified metal processing
company. Mr. Bradley holds a B.S. in Business Administration from Loyola College in Baltimore, Maryland.

Malcolm Appelbaum joined our company as Chief Financial Officer in September 2008. Prior to that, from 2000 until September 2008, Mr. Appelbaum served as President
of Appletree Advisors, Inc., a financial consulting and advisory firm he founded to serve the portfolio companies of private equity firms and senior and mezzanine lenders. While at
Appletree, he served as Interim-Chief Financial Officer for several underperforming companies and assisted others as an outside consultant. Between 1992 and 2000,
Mr. Appelbaum was a principal at Wand Partners Inc., a private equity investor. At Wand he was the financial officer responsible for the firm and worked extensively with portfolio
companies and developed an investment practice closing several platform and add-on acquisitions. Prior to joining Wand Partners, Mr. Appelbaum was an associate at M&T
Bank, a financial analyst at Goldman Sachs and a senior consultant and senior accountant at Deloitte & Touche. Mr. Appelbaum received a B.S. from Brooklyn College and an
M.B.A. from Columbia University.

Stephen Lebowitz has served as our Chief Legal Officer since July 2008. Prior to that, from 2001 to 2008, Mr. Lebowitz was in-house counsel at BP p.l.c., one of the world’s
largest petroleum companies, to its jet fuel, marine and solar energy divisions. Prior to joining BP, Mr. Lebowitz was in private practice, both as a partner at the law firm Ridberg,
Press and Aaronson, and as an associate with the law firm Kaye Scholer LLP. Mr. Lebowitz holds a B.A. from the University of Vermont, received a law degree from George
Washington University, and while overseas as a Fulbright Scholar, obtained an L.L.M. in European law:

Item ll.b Executive Compensation

The information required by this Item is hereby incorporated herein by reference to the Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Managers and Related Stockholder Matters
The information required by this Item is hereby incorporated herein by reference to the Proxy Statement.

Item 13. Certain Relationships and Related Transactions and Director Independence

The information required by this Item is hereby incorporated herein by reference to the Proxy Statement. .

Item 14. Principal Accountant Fees and Services

The information required by this Item is hereby incorporated herein by reference to the Proxy Statement.
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PART IV
Item 15. Exhibits and Financial Statement Schedules

(2) The following documents are filed as part of this Annual Report on Form 10-K:

43} Financial Statements

: o ‘ . Page
Reports of Independent Registered Public Accounting Firm 38
Consolidated Balance Sheets at June 30, 2011 and 2010 . 40
Consolidated Statements of Operations for the years ended June 30, 2011, 2010, and 2009 41
Consolidated Statements of Changes in Stockholders’ Equity for the years ended June 30, 2011, 2010, and 2009 42
Consolidated Statements of Cash Flows for the years ended June 30, 2011, 2010, and 2009 43
Notes to Consolidated Financial Statements : 44

(2)  Financial Statement Schedules

Not applicable.
(3  Exhibits
The following exhibits are filed with this Annual Report or incorporated by reference:

Exhibit
Number ) Description of Document

2.1  Purchase Agreement, dated as of November 5, 2009, by and between Dow Corning Corporation and GSM (5)

2.2 Purchase and Sale Agreement dated as of March 26, 2010, by and among Globe Metals Enterprises, Inc., Core Metals Group Holdings LLC and each of the Sellers
named therein (6) ‘ o

23 Membership Interest Purchase Agreement dated May 27, 2011 by and among NGPC Asset Holdings II, LP,NGP Capital Resources Company and Globe BG, LLC
relating to Alden Resources Inc. (7) )

2.4 Membership Interest Purchase Agreement dated May 27, 2011 by and among NGPC Asset Holdings II, LP,NGP Capital Resources Company and Globe BG, LLC
relating to Gatliff Services, Inc. (7) ) )

2.5  Purchase Agreement dated May 27, 2011 by and among NGP Capital Resources Company, Globe BG, LLC and Globe Specialty Metals, Inc. regarding The Overriding
Royalty Interests (7) -

Articles of Incorporation and Bylaws

3.1 Amended and Restated Certificate of Incorporation (1)

3.2 - Certificate of Amendment to the Amended and Restated Certificate of Incorporation (1)

33 Amended and Restated Bylaws (2) .

Instruments Defining the Rights of Security Holders, Including Indentures . ) )

4.1  Third Amended and Restated Credit Agreement dated as of March 30, 2011, by and among GMI, Tennessee Alloys Company LLC, and GSM Sales, Inc.,as
borrowers, Alabama Sand and Gravel, Inc. and Laurel Ford Resources, Inc., as subsidiary guarantors, GSM, as Parent, the lender parties thereto, and Societe Generale,
as Administrative Agent, Issuing Bank, Swingline Lender and Collateral Agent and SG Americas Securities LLC, as Sole Arranger (3) :
We are a party to other instruments defining the rights of holders of long-term debt. No such instrument authorizes an amount of securities in excess of 10 percent of the
total assets of the company and its subsidiaries on a consolidated basis, We agree to furnish a copy of each such instrument to the Commission on Tequest.

Material Contracts . )

10.1  Amended and Restated Limited Liability Company Agreement of WVA Manufacturing, LLC, dated as of November 5, 2009, by and among WV A Manufacturing, LLC,
GSM, GSM Alloys I, Inc., GSM Alloys II, Inc., Dow Corning Enterprises, Inc. and Dow Corning Corporation. (5) :

102 Output and Supply Agreement, dated as of November 5, 2009, by and among WVA Manufacturing, LLC, Déw Corning Corporation, Globe Metallurgical Inc., and
GSM. (5) ’ i
Management Contracts and Compensatory Plans

10.3 2006 Employee, Director and Consultant Stock Option Plan 1)

104 Amendments to 2006 Employee, Director and Consultant Stock Option Plan (8)

10.5 2010 Annual Executive Bonus Plan (9) ’

10.6  Chief Financial Officer and Chief Legal Officer Annual Bonus Plan (10)

10.7  Framework for the 2011 Annual Executive Long Term Incentive Plan (11)

10.8  Employment Agreement, dated January 27, 2011, between GSM and Alan Kestenbaum 11

10.9  Employment Agreement, dated May 26, 2008, between GSM and Jeff Bradley (1)

10.10  Amendment to Employment Agreement, dated October 27,2010, between GSM and Jeff Bradley (8)

10.11  Employment Agreement, dated July 5, 2011, between GSM and Jeff Bradley

10.12  Employment Agreement, dated September 21, 2008, between GSM and Malcolm Appelbaum (4)

10.13  Employment Agreement, dated June 20, 2008, between GSM and Stephen Lebowitz (1)

10.14  Amendment to Employment Agreement, dated October 27, 2010, between GSM and Stephen Lebowitz (8)

21.1  Subsidiaries (9)

31.1  Certification of Principal Executive Officer Pursuant to Section 302 of the Sarbanes- Oxley Act of 2002

312 Certification of the Principal Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1  Certification of the Principal Executive Officers and Principal Financial Officer Pursuant to 18 U.S.C. 1350, as adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act 0of 2002
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t Filed herewith.

1 Incorporated by reference to the exhibit with the same designation filed with the Company’s registration statement on Form S-1 (Registration No. 333-152513) filed on July 25,
2008.

2 Incorporated by reference to the exhibit with the same designation filed with Amendment No. 1 to the Company’s registration statement on Form S-1 (Registration No. 333-

152513) filed on November 4, 2008,

Incorporated by reference to exhibit 10.1 filed with the Company’s Form 8-K filed on April 5, 2011.

Incorporated by reference to the exhibit with the same designation filed with Amendment No. 3 to the Company’s registration statement Form S-1 (Registration Statement

No. 333-152513) filed on July 16, 2009.

Incorporated by reference to the exhibit with the same designation filed with the Company’s Form 8-K filed on November 12, 2009.

Incorporated by reference to the exhibit with the same designation filed with the Company’s Form 8-X filed on April 1, 2010.

Incorporated by reference to exhibits to the Company’s Form 8-K filed on June 3, 2011,

Incorporated by reference to exhibits to the Company’s Form 10-Q filed on February 11, 2011.

Incorporated by reference to exhibit to the Company’s Form 10-K filed on September 28, 2010.

10 Incorporated by reference to exhibit to the Company’s Form 10-Q filed on November 12, 2010,

11 Incorporated by reference to exhibits to the Company’s Form 10-Q filed on May 12, 2011.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undemlgned, thereunto duly authorized.

" Globe Specialty Metals, Inc. (Regist:aht)

By:  /s/ Malcolm Appelbaum
Malcolm Appelbaum
Chief Financial Officer .

August 26, 2011

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant and in the capacities

and on the dates indicated.

Signature Title Date

/s/ Alan Kestenbaum Executive Chairman and Director August 26, 2011
Alan Kestenbaum

/s/ Jeff Bradley Chief Executive Officer, Chief Operating Officer and Principal Executive Officer August 26, 2011
Jeff Bradley

/s/ Malcolm Appelbaum Chief Financial Officer, Principal Financial Officer and Principal Accounting Officer August 26, 2011
Malcolm Appelbaum

/s/ Stuart E. Eizenstat Director August 26, 2011
Stuart E. Eizenstat

/s/ Franklin Lavin Director _ August 26, 2011

Franklin Lavin

/s/ Donald Barger Director August 26, 2011
Donald Barger -

/s/ Thomas Danjczek Director August 26, 2011
Thomas Danjczek
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Globe Specialty Metals, Inc.:

We have audited the accompanying consolidated balance sheets of Globe Specialty Metals, Inc. and subsidiary companies (the Company) as of June 30, 2011 and 2010, and the
related consolidated statements of operations, changes in stockholders’ equity, and cash flows for each of the years in the three-year period ended June 30, 2011. These
consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based
on our audits.

We conducted our audits in accordance with the Standards of the Public Company Accounting Oversight Board (United States). Those.standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Globe Specialty Metals, Inc. and subsidiary
companies as of June 30, 2011 and 2010, and the results of their operations and their cash flows for each of the years in the three-year period ended June 30, 2011, in conform1ty
with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Globe Specialty Metals, Inc. and subsidiary

companies’ internal control over financial reporting as of June 30, 2011, based on criteria established in Internal Control - Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO), and our report dated August 26, 2011 expressed an unqualified opinion on the effectiveness of the Company s
internal control over financial reporting.

/s/ KPMG LLP

New York, New York
August 26, 2011
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Globe Specialty Metals, Inc.:

We have audited Globe Specialty Metals, Inc. and subsidiary companies' (the Company) internal control over financial reporting as of June 30, 2011, based on criteria established
in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Globe Specialty Metals, Inc. and
subsidiary companies’ management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over
financial reporting, included in the accompanying Management’s Report on Intemal Control over Financial Reporting under Item 9A. Our responsibility is to express an opinion on
the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and petform
the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material Tespects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company ’s assets that could have a material effect on the
financial statements. '

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements, Also, projections of any evaluation of effectiveness to future
periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate. .

In our opinion, Globe Specialty Metals, Inc. and subsidiary companies maintained, in all material respects, effective internal control over financial reporting as of June 30, 2011,
based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets of Globe Specialty
Metals, Inc. and subsidiary companies as of June 30, 2011 and 2010, and the related consolidated statements of operations, changes in stockholders’ equity; and cash flows for
each of the years in the three-year period ended June 30, 2011, and our report dated August 26, 2011 expressed an unqualified opinion on those consolidated financial statements.

/s/ KPMG LLP

New York, New York
August 26, 2011
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GLOBE SPECIALTY METALS, INC. AND SUBSIDIARY COMPANIES

Consolidated Balance Sheets
June 30, 2011 and 2010
(In thousands, except share and per share amounts)

| _ASSETS
Current assets: - '
Cash and cash equivalents
Accounts receivable; net.of allowance for doubtful accounts of $715 R
- and $997-at June 30, 2011 and 2010, respectively - s o el e
Inventories :
: Prepald expenses and other current asséts

Total current assets o R ) 364 247
Property, plant, and equipment, net of accumulated depreciation and amortization R e 299977
 Other intangible assets™ U R R S T e
Investments in unconsohdated aﬂihates
Deferréd tax assets R
Other assets

503

323,908
219,267

52 025

Tlotalassets T T e T g 2694 T g

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities: .. . .-, . o S T

_ Accounts payable _ U
Current portion of Iong-term debt

9947

Short-term debt 1,094
 Revolving credit agreements - P U T T B SRR S R s 12,000 .
Accrued expenses and other current habllmes . . 34,475 - 35,832
Total current liabilities _ o , - T 81516, - 101,289
Long -term liabilities: ' ’ 3 o o
 Revolving crédit agreements’ : " =34,989" 2 +H16.000
Long-term debt , » o - 6,920
Deferred tax liabilities ) ] T L 23264 6,645
Other long-term liabilities 17,224 17,462
Total liabilities - ; : S 162,993 148,316
Commitments and contingencies (note 18)
Stockholders” equity:
Common stock, $0.0001 par value. Authorized, 150 000 000 shares; issued, 75,289,614
and 74,421,826 shares at June 30, 2011 and 2010 respectlvely 8 7
Additional paid-in capital ) o ) St ‘ *399,900 390,354
Retained earnings ) o ) ) - 80,300 38,761
Accumulated other comprehensive income (foss): - : . : B ‘
Foreign currency translation adjustment ) ) ) N 937 142
Pension liability adjustment, net of tax - -~ - T e R L e e (3,933) e (4,580
Unrealized gain on available for sale securmes net of tax -
Total accumulated other comprehensive loss (2,995) - (4,438)
Treasury stock at cost, 282,437 and 1,000 shares at
June 30, 2011 and 2010, respectively “) - 4)
Total Globe Specialty Metals, Inc. stockholders’ equity ‘ - ) - ) 477,209 424,680
Noncontrolling interest 38,067 34,149
Total stockholders’ equity o 515,276 458,829
Total liabilities and stockholders’ equity $ 678,269 607,145

See accompanying notes to consolidated financial statements.
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' GLOBE SPECIALTY METALS, INC. AND SUBSIDIARY COMPANIES
‘Consolidated Statements of Operatibns v
Years ended June 30, 2011, 2010, and 2009
(In thousands, except per share amounts)

2011

Netsales L TEE L T g 641,863 472,658 426,291
Cost of goods sold RN : ‘ ) 488,018 390,093 330,036
Selling, general, ang strative'expenses : 47,875 56,322
Research and development ‘200 1,394
Restructm'mgchmges ) B - T e . L B 81): 1,711
Loss (gain) on sale of business o o 3 - 4,249 (19,715) -
Goodwill and intangible asset impairment .~ N T S AT A o - T 69,704
" Operating income (loss) o 94,770 54,286 (32,876)
Other income (expense); L . ' o : . : e L
. Interest income s - e Lo 214 - <729
* Intérest expense, nét of capitalized interest -~ R LT e (3,198) 7(6,947)
Foreign exchange (loss) gain _ ' ' (390) ] 3,811 12,202
Ottier income ‘ ; S . ;. 13187 7 764 “3117
Income (loss) before prov151on for i income taxes - ‘ 92,714 o (33,775)
Provision for income taxes . i L L RRU TN J SR S 35,988 ST 11,609
. Netincome (loss) e 56726 T 34268 (45384)
(Income) Josses aftributable to noncontrollmg interest, netof tax T T o (3918) 67 3,403
attributable to Globe Specialty Metals, ‘an. . , 8 52,808 34,101 (@1, 981)
74,925 75512 easer

e - 76,624 74770 T 64,362

Earmngs (loss) per common Shafe Tt e e s : . L e
“Basic - T A e o ) $ 0.70 046 T (0.65)
Diluted o o 08 046 . (065)

Cash dividends declared per common share -~~~ . - o v 0.15 - .

See accompanying notes to consolidated financial statements.
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GLOBE SPECIALTY METALS, INC. AND SUBSIDIARY COMPANIES

‘Consolidated Statements of Changes in Stockholders’ Equity
Years ended June 30, 2011, 2010, and 2009

(In thousands)
Globe Specialty Metals, Inc. Stockholders’ Equity
Accumulated
Additional Other Treasury Total
Common Stock Paid-In  Retained Comprehensive Stock Noncontrolling Comprehensive Stockholders’
Shares Amount  Capital Earnings Income (Loss) _at Cost Interest Income (Loss) Equity
Balance‘atJune 30,2008 e UUe3051 0§ 601 296,137 46,641 ) (503) — . 3,956 LML . 346,237
UPOs exercised - = e I S R o R
Warrantconversmns B ] (1) = = ‘ — L —
Share-based compensation- T 63050 T S = R — 6395
Treasury stock acquired ‘ - — —_ — 4 = 4
Noncontrolling interest from busmes ¢ mbmatlons R O - T
. ~and subsidiary share issuances’ B e — — — — .6,416 N - Treate
Comprehensive income (loss): e et emeon or e
.- Foreign currency fransfation adjustment - e R R P 7. . LT T 7
Pension liability adjustment (net of income ,
tbonefitaf SLOIT) — e — Gy — = G1®) G
~ of income tax benefit of $1 DRI T e 20— = Qo @
Net loss : : — — —  (41,981) — — (3,403) (45, 384) (45,384)
e ; : I N, Co SRR T T (48i508) o (48,525)
Balance at June 30 2009 7 303,364 4,660 (3,644) 4) 6,969 (48,525) ~ 311,352,
Wartants exercised " L S L28T  — - = Bt e 1,287
UPOs exercised o — .210 — ‘ —-— — — , 210
Share-based compensation , ;. . .. L3 Ut es IR B e ~5,712
Stock option exercises — 616 — — — — 616
Stockissuance . . viLhl 0 5600 " 34768 — ) — — = 34,768
Sale of noncontrolling 1nterest — — 44397 — ) — — 27,012 - 71,409
Realized gain on available-for-sale securifies ~~~ — | — ol 0 (10) — : (10)
Comprehenswe (loss) income: L
Foreign currency translation adjustiment. =~ = = — = = 64 — o 1 65 65
Pension liability adjustment (net of income
tax benefit of $551) — — — = (851) — — (851) (851)
Unreahzedgamnnavaﬂable-for—sale securities.... i .. - R e S e e e . e e . . .
(net of ‘provision-for i income. taxes- of R R
SV B A e S — 3 — — 3 3
Net income — — — 34,101 — — 167 34,268 34,268
. Total comprehensive income .~~~ P T ; , 33,485 33,485
Balance at June 30,2010 74422 ‘7 390,354 38,761 (4,438) 4) 34,149 33,485 458,829
Share—based compensahon R e R 4332 .. — . —_— = = 4,332
Stock option exercises 864 5214 — s — — — 5215
Cash dividend declared - — =T (11,269) — — ‘ — (11,269)
Comprehensive (loss) income: e o ) )
_Foreign currency translation adjustment .~ o— o e Lo 795 e — 795 795
Pension liability adjustment (net of income
tax expense of $419) — — — — 647 — — 647 647
Umeahzed gain on available-for-sale securities . ' L : :
* (net of provision for income taxes of .- ' _ ‘ . :
1) B ' B e BNt _— = = — 1 1
Net income 52,808 — — 3,918 56,726 56,726
~Total comprehensiveincome -~~~ - . . ' 58,169 58,169
Balance at June 30, 2011 75290 ¢ 8 399,900 80,300 (2,995) 4 38,067 58,169 515,276

See accompanying notes to consolidated financial statements.
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GLOBE SPECIALTY METALS, INC. AND SUBSIDIARY COMPANIES
Consolidated Statements of Cash Flows
Years ended June 30, 2011, 2010, and 2009
(In thousands)

2011 2010

2009

Cash flows from operat‘ing“activitie's:
Net income (loss)
.Adjustments to reconcile net income (loss) to net cash (used in). prov1ded by.operating activitie

Depreciation and amortization 19 807
Share-based compensation s 6 395
Loss (gain) on sale of business A
-Goodwill and intangible asset impairment :-:: - e ,,,,‘,“69,,704
Deferred taxes 4,735
Changes in operating assets and liabilities: ) .
Accounts recelvable, net 29,449
- Inventories R ¥ S (6,463)
Prepaid expenses and other cu.n'ent assets -(6,889)
“Accounts payable = e = ) SrAE 0 (20,499),
Accrued expenses and other current 11ab111t1es : (13 438) 18,487
vOther . o S .(28,550)" (5,328)
Net cash prov1ded by (used m) operatmg actlvmes _, (19,255) 64,014

Cash ﬂows from mvestmg activities:, . g
_ Capital expenditures
Sale of businesses, net of cash disposed of $0, $l7 132 a.ud $0 durmg the

(51,437)

years ended June 30, 2011 2010, and 2009, respectwely B i '60,559 : -
Acquisition of businesses, net of cash acquired of $0; $1,873, and $0 during the _
years ended June 30, 2011, 2010, and 2009, respectively o (53,084) (74) )
. Working capital adjustments from acquisition, of business, net .- .~ -+ 1 ¢ - i
Held-to-maturity treasury securities : o - N 2 987
Other investing activities v o (16;935) 0 o (733) i ©:339
Net cash used in mvestmg activities (51 512) 3 (16,159) (48,185)
Cash flows from financing activities: B LT o
Net payments of long-term debt , (17 012) ‘ (16,163)
Net (paymeénts) borrowings of short-term-debt {6,973 “(11,878)
Net borrowings on revolving credit agreements 30,989 -
Dividend payment L ' ' -
~ Proceeds from stock optlon exerc1ses . -
: Proceeds from warrants exermsed V 7833
Proceeds from UPOs exercised -
Sale of noncontrolling interest 197,91 o -
Sale of common stock 36,456 . _ -
_So]sﬂ Inc. common share i 1ssuance e 1,570
Other financing activities (1,387) (2,316)
Net cash provided by (used in) ﬁnancmg activities 130,560, . . . (27,954)
Effect of exchange rate changes on cash and cash equivalents 7 7
Net increase (decrease) in cash'and cash equivalerits - =7 L R ;179 Le95,153 (12,118)
Cash and cash equlvalents at beginning of year 157,029 61,876 73,994
Cash and cash equivalents at end of year : L g 166,208 1Y 157,009 61,876
Supplemental disclosures of cash flow information: .
Cash paid for interest, net of capitalized interest ; 5 964
 Cash paid for income taxes, net of refinds totaling $586; $2;729 and $0 dunng the " - . SO
years ended June 30, 2011, 2010, and 2009, respectively: : i 10 785

See accompanying notes to consolidated financial statements.

43




GLOBE SPIiCIALTY i\'IETALS, INC. AND SUBSIDIARY COMPANIES

Notes to Consdlidated Financial Statementé
June 30, 2011, 2019, and 2009
(Dollars in thousands, except per share data)

@) Organization and Business Operations

Globe Specialty Metals, Inc. and subsidiary companies (GSM, the Company, we, or our) is among the world’s largest producers of silicon metal and silicon-based alloys,
important ingredients in a variety of industrial and consumer products. The Company ’s customers include major silicone chemical, aluminum and steel manufacturers, auto
companies and their suppliers, ductile iron foundries, manufacturers of photovoltaic solar cells and computer chips, and concrete producers. : .

GSM was incorporated in Delaware on December 23, 2004, under the name International Metal Enterprises, Inc., to serve as a vehicle for the acquisition of operating
companies in the metals and mining industry.

.On November 13, 2006, the Company acquired 100% of the outstanding stock of Globe Metallurgical, Inc. (GMI), 2 manufacturer of silicon metal and silicon-based alloys.
GMI owns and operates plauts in Beverly, Ohio, Alloy, West Virginia, Niagara Falls, New York, and Selma, Alabama. GMI’s products are sold primarily to the silicone chemical,
aluminum, metal casting, and solar cell industries, primarily in the United States, Canada, and Mexico. GMI also owns 50% of the outstanding stock of Norchem, Inc. (Norchem).

" Norchem manufactures and sells additives that enhance the durability of concrete, refractory material, and oil well conditioners. GMI sells silica fume (also known as microsilica), a
by-product of its ferrosilicon metal and silicon metal production process, to Norchem, as well as other companies. '

On November 20, 2006, the Company acquired 100% of the outstanding stock of Stein Ferroaleaciones S.A. (SFA), an Argentine manufacturer of silicon-based alloys, and
SFA’s two affiliates, UltraCore Polska Sp.z.0.0. (UCP), a Polish manufacturer of cored wire alloys, and Ultra Core Corporation, a U.S. -based alloy distributor (collectively,
Stein). SFA, incorporated in Argentina in 1974, is among Latin America’s leading producers of silicon-based alloys. Headquartered in Buenos Aires, Argentina, it operates a
silicon-based alloy manufacturing plant in Mendoza province, Argentina and cored wire packing plants in San Luis province, Argentina and Police, Poland. Stein’s products are
important ingredients in the manufacturing of steel, ductile iron, machine and auto parts, and pipe. SFA has been renamed Globe Metales S.A. (Globe Metales).

On January 31, 2007, the Company acquired 100% of the outstanding stock of Camargo Correa Metais S.A. (CCM), one of Brazil’s largest producers of silicon metal and
silica fume. CCM was renamed Globe Metais Induistria e Comércio S.A. (Globe Metais). Globe Metais operated a manufacturing facility located in Breu Branco, Para, Brazil. It
also operated quartzite mining and forést reserves operations in Para, Brazil. On November 5, 2009, the Company sold 100% of its interest in Globe Metais. The sale of the
Company’s equity interest in Globe Metais was executed in connection with the sale of a 49% membership interest in WVA Manufacturing, LLC (WVA LLC), 2 newly formed
entity by the Company, to Dow Coming Corporation (Dow Corning), the execution of a long-term supply agreement, and an amendment to an existing supply agreement between
Dow Corning and the Company. T : .

* On February 29, 2008, the Company completed the acquisition of approximately 81% of Solsil, Inc. (Solsil). Solsil is continuing to develop its technology to produce upgraded
metallurgical grade silicon through a proprietary metalturgical process for use in photovoltaic (solar) cells. Solsil remains focused on research and development and is not presently
producing material for commercial sale.

On May 15, 2008, the Company entered into a business combination, which provided an ownership interest of approximately 58% of Ningxia Yonvey Coal Industrial Co., Ltd
(Yonvey). Yonvey is a producer of carbon electrodes, an important input in the silicon metal production process. Prior to the business combination, Yonvey’s predecessor was one
of the Company’s electrode suppliers, and Yonvey now principally supplies its electrodes to our subsidiaries. Yonvey’s operations are located in Chonggang Industrial Park,
Shizuishan in the Ningxia Hui Autonomous Region of China. On November 28, 2008, the Company increased its interest by an additional 12%.

On April 1, 2010, the Company purchased all of the ownership interests in Core Metals Group Holdings LLC (Core Metals), 2 Delaware limited Liability company. Core
Metals is a leading producer, marketer, and distributor of ferroalloys and specialty materials for the North American steel and foundry industry. The acquisition was made to
strengthen our growing ferrosilicon business and expand the line of products and services we offer to steel markets around the world. Core Metals is included in our GMI
reportable segment. . -

See note 3 (Business Combinations, Investments, and Divestitures) for additional information regarding business combinations, investments, and-divestitures.
) Summary of Significant Accounﬁng Policies
a. Basis of Presentation and Principles of Consolidation

The Company’s consolidated financial.-statements have been prepared in accordance with accounting principles generally accepted in the United States of America
(U.S. GAAP). When the Company does not have a controlling interest in an entity, but exerts significant influence over the entity, the Company applies the equity method of
accounting. For investments in which the Company does not have significant influence, the cost method of accounting is used.

The Company also evaluates the consolidation of entities under Financial Accounting Standards Board (FASB) Accounting Standards Codification Topic 810, Consolidation
(ASC 810). ASC 810 requires management to evaluate whether an entity or interest is a variable interest entity and whether the Company is the primary beneficiary. Consolidation
is required if both of these criteria are met. The Company does not have any variable interest entities requiring consolidation.

All intercompany balances and transactions have been eliminated in consolidation.
b. Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect amounts reported in the consolidated
financial statements and related notes. Significant estimates and assumptions in these consolidated financial statements include the valuation of inventories; the depreciable lives for
property, plant, and equipment; estimates of fair value associated with accounting for business combinations; goodwill and long -lived asset impairment tests; income taxes and
deferred tax valuation allowances; valuation of derivative instruments; the determination of the discount rate and the rate of return on plan assets for pension expense (benefit); and
the determination of the fair value of share-based compensation, involving assumptions about forfeiture rates, stock volatility, discount rates, expected dividend yield, and expected
time to exercise. Due to the inherent uncertainty involved in making estimates, actual results reported in future periods may be different from these estimates.
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¢. Revenue Recognition

Revenue is recognized in accordance with ASC Topic 605, Revenue Recognition (ASC 605), when a firm sales agreement is in place, delivery has occurred and title and risks
of ownership have passed to the customer, the sales price is fixed or determinable, and collectability is reasonably assured. Shipping and other transportation costs charged to
buyers are recorded in both net sales and cost of goods sold. Sales taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and,
therefore, are excluded from net sales. When the Company provides a combination of products and services to customers, the arrangement is evaluated under ASC Subtopic 605-
25, Revenue Recognition — Multiple Element Arrangements (ASC 605.25). ASC 605.25 addresses certain aspects of accounting by a vendor for arrangements under which
the vendor will perform multiple revenue-generating activities. If the Company cannot objectively determine the fair value.of any undelivered elements under an arrangement, the
Company defers revenue until all elements are delivered and services have been performed, or until fair value can objectively be determined for any remaining undelivered elements.

d. Foreign Currency Translation

The determination of the functional currency for the Company s foreign subsidiaries is made based on appropriate economic factors, including the currency in which the
subsidiary sells its products, the market in which the subsidiary operates, and the currency in which the subsidiary ’s financing is denominated. Based on these factors, management
has determined that the U.S. dollar is the functional currency for Globe Metales. The U.S. dollar was also the functional currency for Globe Metais prior to its divestiture. The
functional currency for Yonvey is the Chinese renminbi. Yonvey’s assets and liabilities are translated using current exchange rates in effect at the balance sheet date and for income
and expense accounts using average exchange rates. Resulting translation adjustments are reported as a separate component of stockholders’ equity. Translation gains and losses
are tecognized on transactions in currencies other than the subsidiary’s functional currency and included in the consolidated statement of operations for the period in which the
exchange rates changed.

e. Cash and Cash Equivalents

Cash equivalents consist of highly liquid investments that are readily convertible into cash. Securities with contractual maturities of three months or less, when purchased, are
cash equivalents. The carrying amount of these securities approximates fair value because of the short-term maturity of these instruments.

Refer to note 3 (Business Combinations, Investments, "and Divestitures) and note 19 (Stockholders’ Equity) for supplemental disclosures of noncash investing and financing
activities. : ‘

J. Inventories

Inventories are valued at the lower of cost or market value, which does not exceed net realizable value. Cost of inventories is determined either by the first-in, first-out method )
or by the average cost method. When circumstances indicate a potential recoverability issue, tests are performed to assess the market value, and as necessary, an inventory write-

down is recorded for obsolete, slow moving, or defective inventory. Management estimates market and net realizable value based on current and expected future selling prices for
our inventories, as well as the expected utilization of parts and supplies in our manufacturing process.

‘- g Property, Plant, and Equipment

. Property, plant, and equipment are recorded at cost. Depreciation is 'calculated .using the straight-line method based on the estimated useful lives of assets. The estimated useful
lives of property, plant, and equipment are as follows: ‘

Range of
L . Useful Lives
Assettype: | T —

Land improvements and land use rights . : n 20 to 36 years
Buildings = e L T - L , S L 3510 40 years
Manufacturing equipment e e e e . e e .2 fo25years
‘Furnaces L TR PR R AT T SR e A e T ‘ 10 to 20 years
Other 2 to 5 years

Costs that do not extend the life of an asset, materially add to its value, or adapt the asset to a new or different use are considered repair and maintenance costs and expensed
as incurred. '

h. Business Combinations

When the Company acquires a business, the purchase price is allocated based on the fair value of tangible assets and identifiable intangible assets acquired, and liabilities
assumed. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants . Goodwill as of the
acquisition date is measured as the residual of the excess of the consideration transferred, plus the fair value of any noncontrolling interest in the acquiree at the acquisition date, over
the fair value of the identifiable net assets acquired. If the fair value of the net assets acquired exceeds the purchase price, the resulting bargain purchase is recognized as a gain in the
staterent of operations. Prior to the adoption of ASC Subtopic 805-10, Business Combinations (ASC 805-10), the resulting negative goodwill was allocated as a pro rata
reduction of the values of acquired nonmonetary assets. The Company generally engages independent, third-party appraisal firms to assist in determining the fair value of assets
acquired and liabilities assumed. Such a valuation requires management to make significant estimates, especially with respect to intangible assets. These estimates are based on’
historical experience and information obtained from the management of the acquired companies. These estimates are inherently uncertain, For all acquisitions, operating results are
included in the consolidated statement of operations from the date of acquisition.

i. Goodwill and Other Intangible Assets

Goodwill as of the acquisition date is measured as the residual of the excess of the consideration transferred, plus the fair value of any noncontrolling interest in the acquiree at
the acquisition date, over the fair value of the identifiable net assets acquired. In accordance with ASC Topic 350, Intangibles — Goodwill and Other (ASC 350), goodwill is
tested for impairment annually at the end of the third quarter, and will be tested for impairment between annual tests if an event occurs or circumstances change that more likely than
not would indicate the carrying amount may be impaired. Impairment testing for goodwill is done at a reporting unit level. Reporting units are at the reportable segment level, or one
level below the reportable segment level for our GMI and Other reportable segments, and are aligned with our management reporting structure. Goodwill relates and is assigned
directly to a specific reporting unit,
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Impairment is the condition that exists when the carrying amount of goodwill exceeds its implied fair value. The implied fair value of goodwill is determined in the same manner as
the amount of goodwill recognized in a business combination. The excess of the fair value of a reporting unit over the amounts assigned to its assets and liabilities is the implied fair
value of goodwill. An impairment loss would be recognized when the carrying amount of goodwill exceeds the implied fair value of goodwill of the reporting unit. Refer to note 3
(Business Combinations, Investments, and Divestitutes), note 4 (Goodwill and Intangible Asset Impairment), and note 10 (Goodwill and Other Intangibles) for additional
information. ’ o

Other intangible assets include electricity and other supplier contracts, customer relationships, trade names, and other intangible assets acquired from an independent party.
Except for trade names, our intangible assets have a definite life and are amortized on a straight-line basis over their estimated useful Iives as follows:

Range of
“Useful Lives

Assettype:
Electricity contracts o 3 to 11 years
-Unpatented technology o s . : ) . : G e N L. .o 10years
Supplier contracts i S . o o o N . ‘ . 2years
Customer relationships . . L . I S TR e o Lyear
Software ‘ ) . 1year

Trade names have indefinite lives and are not amortized but rather tested annually for impairment and written down to fair value as required.
J- Impairment of Long-Lived Assets

In accordance with ASC Topic 360, Property, Plant, and Equipment (ASC 360), the Company reviews the recoverability of its long-lived assets, such as plant and
equipment and definite-lived intangible assets, when events or changes in circumstances oceur that indicate that the carrying value of the asset or asset group may not be
recoverable. The assessment of possible impairment is based on the Company’s ability to recover the carrying value of the asset or asset group from the expected future
undiscounted pretax cash flows of the related operations. The Company assesses the recoverability of the carrying value of long-lived assets at the lowest level for which identifiable
cash flows are largely independent of the cash flows of other assets and liabilities. If these cash flows are less than the carrying value of such asset or asset group, an impairment loss
is measured based on the difference between estimated fair value and carrying value. Assets to be disposed are written down to the lower of carrying amount or fair value less costs
to sell, and depreciation ceases. Fair value is determined through various valuation techniques, including discounted cash flow models, quoted market values, and third -party
independent appraisals, as considered necessary. ) : : o .

k. Share-Based Compensation

The Company recognizes share-based compensation expense based on the estimated grant date fair value of share-based awards using a Black-Scholes option pricing model.
Prior to vesting, cumulative compensation cost equals the proportionate amount of the award earned to date. The Company has elected to treat each award as a single award and
recognize compensation cost on a straight-line basis over the requisite service period of the entire award. If the terms of an award are modified in a manner that affects both the fair
value and vesting of the award, the total amount of remaining unrecognized compensation cost (based on the grant-date fair value) and the incremental fair value of the modified
award are recognized over the amended vesting period. o :

\

Prior to March 30, 2008, awards were liability-classified given net cash settlement provisions contained in the Company’s stock option plan, and awards were required to be
remeasured to fair value each reporting period. Effective March 30, 2008, the Company agreed to amend the terms of its share -based compensation plan to remove the cash
settlement provisions. Based on this amendment, all outstanding awards were converted from liability-classified awards to equity-classified awards. When a liability-classified award
is modified so that it becomes equity-classified without changing any of the other terms of the award, the fair value of the award at the date of the modification becomes its
measurement basis from that point forward. As of the date of modification, the Company reclassified its accumulated liability for share -based compensation from.other long-term
liabilities to additional paid-in capital. .

Refer to note 21 (Share-Based Compensation) for further information on the Company’s accounting for share-based compensation.

L Restructuring Charges

Restructuring activities are programs planned and controlled by management that materially change either the scope of the business undertaken by the Company or the manner
in which business is conducted. Restructuring activities include, but are not limited to, one-time termination benefits provided to current employees that are involuntarily terminated,
costs to terminate a contract that is not a capital lease, and costs to consolidate facilities and relocate employees. Restructuring charges are recognized in accordance with ASC
Topic 420, Exit or Disposal Cost Obligations (ASC 420), which requires a liability for a cost associated with an exit or disposal activity to be recognized at its fair value in the
period in which the liability is incurred, except for a liability for one-time termination benefits that is incurred over time. In periods subsequent to initial measurement, changes to a
restructuring liability are measured using the credit-adjusted risk-free rate that was used to measure the Hability initially.

m. Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the future tax consequences attributable to différences
between the financial staterent carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit carryforwards. Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to taxable income iri the years in which those temporary differences are expected to be recovered or settled.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the statement of operations in the period that includes the enactment date. Valuation
allowances are recorded to reduce deferred tax assets when it is more likely than not that a tax benefit will not be realized.

The Company has adopted the amendment to ASC Subtopic 740-10, Income Taxes (ASC 740-10), which provides a comprehensive model for the recognition,
measurement, and disclosure in financial statements of uncertain income tax positions that a company has taken or expects to take on a tax return. Under ASC 740-10, a company
can recognize the benefit of an income tax position only if it is more likely than not (greater than-50%) that the tax position will be sustained upon tax examination, based solely on
the-technical merits of the tax position. Otherwise, no benefit can be recognized. The tax benefits recognized are measured based on the largest benefit that has a greater than fifty
percent likelihood of being realized upon ultimate settlement. Additionally, companies are required to accrue interest and related penalties, if ‘applicable, on all tax exposures for
which reserves have been established consistent with jurisdictional tax laws. The Company has elected to recognize interest expense and penalties related to uncertain tax positions
as a component of its provision for income taxes. ' )
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n. Financial Instruments

The Company accounts for derivatives and hedging activities in accordance with ASC Topic 815, Derivatives and Hedging (ASC 815). ASC 815 requires that all derivative
instruments be recorded on the balance sheet at their respective fair values. The Company’s derivative instruments consist of an interest rate cap and interest rate swaps employed
to manage inferest rate exposures on long-term debt discussed in note 12 (Debt) and a power hedge and foreign exchange forward contracts to manage commodity price and
foreign currency exchange exposures discussed in note 15 (Derivative Instruments). :

0. Recently Implemented Accounting Pronouncements

In June 2009, the FASB issued an amendment to ASC Subtopic 860-10, Transfers and Servicing. The objective of this amendment is to improve the relevance,
representational faithfulness, and comparability of the information that a reporting entity provides in its financial statements about a transfer of financial assets; the effects of a transfer
on its financial position, financial performance, and cash flows; and a transferor’s continuing involvement, if any, in transferred financial assets. This amendment improves financial
reporting by eliminating (1) the exceptions for qualifying special-purpose entities from the consolidation guidance and (2) the exception that permitted sale accounting for certain
mortgage securitizations when a transferor has not surrendered control over the transferred financial assets. This amendment was adopted on July 1, 2010. This change had no
effect on the Company’s financial position or results of operations. : :

In June 2009, the FASB issued an amendment to ASC Subtopic 810-10, Consolidation — Variable Interest Entities. The objective of this.amendment is to improve
financial reporting by enterprises involved with variable interest entities by eliminating the quantitative-based risks and rewards calculation and requiring an enterprise to perform an
analysis to determine whether the enterprise’s variable interest or interests give it a controlling interest in a variable interest entity. In addition, the amendment requires an ongoing
reassessment of whether an enterprise is the primary beneficiary of a variable interest entity. This amendment was adopted on July 1, 2010. The-Company is not currently involved
with variable interest entities and, therefore, this change had no effect on the Company’s financial position or results of operations.. T

In October 2009, the FASB issued an amendment to ASC Subtopic 820-10, Fair Value Measurements and Disclosures (ASC 820). This amendment requires reporting
entities to make new disclosures about recurring or nonrecurring fair value measurements, including significant transfers into and out of Level 1 and Level 2 fair value measurements
and information about purchases, sales, issuances, and settlements on a gross basis in the reconciliation of Level 3 fair value measurements. The amendment also clarifies existing fair
value measurement disclosure guidance about the level of disaggregation, inputs, and valuation techniques. Adoption of this amendment to ASC 820 had no impact on the
Company’s financial position and results of operations.

P. Accounting Pronouncements to be Implemented

In June 2011, the FASB issued an amendment to ASC Subtopic 220-10, Comprehensive Income (ASC 220). The objective of this amendment is to increase the prominence .
of other comprehensive income in the financial statements. The new accounting guidance requires entities to report components of net income comprehensive income in either Da
continuous statement of comprehensive income or (2) two separate but consecutive statements. This amendment is effective for fiscal years ending after December 15, 2011. The
Company is currently evaluating the impact of adopting this guidance on its financial statements.

A3) Business Combinations, Investments, and Divestitures
Dow Corning Transactions:

On November 5, 2009, the Company sold 100% of its interest in' Globe Metais pursuant to a purchase agreement entered into on that same date by and among the Company
and Dow Coming. The cash received by the Company in connection with the disposition was approximately $65,600, which represents a purchase price of $75,000 less
withholding taxes and certain expenses. Dow Corning assumed Globe Metais’ cash balances totaling $16,555 and $14,000 of export prepayment financing. The final purchase
price was subject to adjustment for changes in working capital as provided for in the purchase agreement, which did not result in a significant change in the final purchase price.

The sale of the Company’s equity interest in Globe Metais was executed in connection with the sale of a 49% membership interest in WVA LLC, to Dow Corning, the
execution of a long-term supply agreement, and an amendment to an existing supply agreement between Dow Corning and the Company to reduce the amount required to be sold
in calendar year 2010 to 20,000 metric tons of silicon metal. :

For accounting purposes, the Company allocated $75,000 of the total purchase price received from Dow Comning to the sale of the equity of Globe Metais and $100,000 to
the sale of membership interests in WVA LLC. The allocation of total purchase price to the separate transactions was based on the relative fair values of Globe Metais and the
membership interests in WVA LLC. .

ASC 815.40 requires an entity to consolidate all subsidiaries over which it has a controlling financial interest and considers changes in the ownership interest while the entity
retains its controlling financial interest in the subsidiary as equity transactions, resulting in no gain or loss recognition in the statement of operations, As the Company retained a
controlling financial interest in WVA LLC, no gain has been recognized in net income on the sale of the 49% membership interest. Rather, noncontrolling interest has been adjusted
to reflect the change in our ownership interest in WVA LLC. The difference between the fair value of the consideration received, net of final purchase price adjustments, related
transaction costs of $2,146, and provision for income taxes of $26,575, and the amount by which noncontrolling interest increased has been recognized as an increase in additional
paid-in capital of $44,397.

Core Metals Group Holdings, LLC Transactions:

On April 1, 2010, the Company, pursuant to a Purchase and Sale Agreement dated as of March 26, 2010 (the Purchase Agreement), purchased from Ospraie Special
Opportunities Master Alternative Holdings LLC, The Ospraie Fund L.P., Ospraie Holdings, Inc., and the individuals named in the Purchase Agreement, all of the ownership
interests in Core Metals, a Delaware limited liability company, for approximately $52,000 in cash, including $15,329 borrowed under the Company’s senior revolving credit facility.
The Company engaged a third-party appraisal firm to assist in the process of determining the estimated fair value of certain assets acquired. The Company finalized the purchase
price allocation for the Core Metals acquisition during the quarter ended March 31, 2011. Goodwill totaling $1,274 has been recorded and assigned to the GMI operating segment.

On April 7, 2010, the Company sold Masterloy for $3,000 in cash. Masterloy was acquired in connection with the Company’s acquisition of Core Metals. Masterloy is a
producer of ferrovanadium and ferromolybdenum, an ancillary business the Company does not consider critical to its fundamental business strategy.

In December 2010, the Company completed the divestiture of its 49% ownership interest in Fluorita de Mexico, S.A. de C.V. (FDM) for $2,500. The Company acquired its
ownership interest in FDM in connection with the acquisition of Core Metals. FDM operates a fluorite ore mine and fluorspar processing plant located in Mexico, an ancillary
business the Company does not consider critical to its fundamental business strategy. There was no gain or loss associated with the sale of the 49% ownership interest in FDM as
the sales price was equal to the recorded book value of this investment.
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Nigerian Mining Licenses:

In March 2011, the Company made irrevocable-advances totaling approximately $17,000 to acquire through transfer exploration mining licenses in Nigeria to mine for
manganese ore, a raw material used in the-production of certain silicon and manganese based alloys. This investment is recorded in other assets and reflected in other investing
activities in the consolidated statement of cash flows. The transfer process is subject to regulatory approval that may impact the Company's ability to acquire through transfer the
exploration mining licenses. . :

(4) Goodwill and Intangible Asset Impairment

In accordance with ASC 350, the Company applies a fair value based impairment test to the net book value of goodwill and indefinite-lived intangible assets on an annual basis
and on an interim basis if certain events or circumstances indicate that an impairment loss may have occurred. During the second quarter of fiscal year 2009, the Company
experienced a decrease in profitability and a significant decline in demand for high purity solar-grade silicon. Consistent with the guidance in ASC 350, the Company performed an
interim impairment test of goodwill and indefinite-lived intangible assets at the end of the second quarter of fiscal year 2009. In performing this test, the Company made a substantial
downward revision in the forecasted cash flows from its Solsil reporting unit as a result of a decrease in the market price for solar-grade silicon and weakness in demand for solar
products. The Company finalized this impairment analysis during the third quarter of fiscal year 2009 and has recorded an impairment charge totaling $65,340, comprising the write-
off of $57,656 of goodwill and $12,048 of unpatented technology, offset by the write-off of associated deferred tax liabilities totaling $4,364. These impairment charges are entirely
associated with the Solsil business unit. : , » :

®) Restricturing Charges

During the third quarter of fiscal year 2009, the Company implemented formal restructuring programs, including the temporary shutdown of certain furnace operations and
furloughing or terminating employees. The restructuring programs included employee severance and benefits, as well as costs associated with lease termination obligations. Total
restructuring (income) expenses of ($81) and $1,711 were incurred during the year ended June 30, 2010 and 2009, respectively, and are included in restructuring charges in the

consolidated statement of operations. There is no remaining unpaid liability as of June 30, 2010, and no additional costs are expected to be incurred associated with these
restructuring actions. ' ) )

6) Treasury Securities

During March 2008, the Company purchased U.S. government treasury securities with a term to maturity of 125 days: The securities were redeemed during the year ended
June 30, 2009. :
@) Inventories

Inventories comprise the following at June 30:

2011 2010
Finished goods $ 29,570 419,655
Work in process ) : . 2,078 . 2,860
Rawmaterials .~ [ S e 67213 754988
Parts and supplies _ o ‘ ' 10,431 9,660
e e - o o o 1 T R AT

At June 30, 2011, $102,478 in inventory is valued using the first-in, first-out method and $6,814 using the average cdét method. At June 30, 2010, $80,435 in inventory is
valued using the first-in, first-out method and $6,728 using the average cost method. .

During the year ended June 30, 2009, the Company recorded inventory write-downs totaling $5,835 due to expected lower net realizable values for certain Solsil and Yonvey
inventories. These write-downs have been recorded in cost of goods sold. There weré no significant inventory. wrife-downs during the years ended June 30, 2011 and 2010,

(8)  Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets comprise the following at June 30:

: . : 2011 2010
Deferredtaxes .. - . . .. . o e 8 5766 3224
Income tax receivables ' 3,777 - 5251
Value added and other non-income tax receivables 3,391 2,695
Restricted cash 4,404 154
Other ‘ 10,538 12,485

Total : ’ - o $ 27,876 23,809
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()] Property, Plant, and Equipment

Property, plant, and equipment, net of accumulated depreciation and amortization, comprise the following at June 30:

Land, land improvements, and land use rights
Building and improvements

Machinery and equipment ~. - W

Furnaces
Other -~
Construction in progress 3
Property; plant, and equipment, gross "
Less accumulated depreciation and amortization
'+ Property, plant, and equipment, niet of accumulated dep

Depreciation expense for the year ended June 30, 2011 was $25,055, of which $24,330 is recorded in cost of goods sold and $725 is recorded in selling, general, and
administrative expenses, respectively. Depreciation expense for the year ended June 30, 2010 was $20,362, of which $19,912 is recorded in cost of goods sold and $450 is
recorded in selling, general, and administrative expenses. Depreciation expense for the year ended June 30, 2009 was $17,665, of which $17,281 is recorded in cost of goods sold

and $384 is recorded in selling, general, and administrative expenses. o
Capitalized interest for the years ended June 30, 2011, 2010, and 2009 was $52, $376, and $968, respectively.

10) Goodwill and Other Intangibles
Goodwill and other intangibles presented below have been allocated to the Company’s operating segments. v
a. Goodwill '

Changes in the carrying amount of goodwill, by reportable segment, during the years ended June 30 are as follows:

Globe .
GMI Metales Solsil Other Total
Balanedat uly 1,2009 " T T T T T
Goodwill .3 57,656
»_.Kééiimulated_‘impaimien\thss; WL T (57,656).. 7
Core Metals acquisition " © 4
Foreign exchange rate changes
Balance at June 30,2010
Goodwill - ‘ 109,681
+ “Accumulated impairmient loss. o (57,656
. L 52,025
Core Metals purchase price allocation adjustments . .. - oo Bl24
Foreign exchange rate changes 354
Balance at June 30,2011
LGoodwill e e e 111,159
" Accumulated impairment loss’ R LT fk <0 (57.656) .
14,313 53,503
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b. Other Intangible Assets

Changes in the carrying amounts of definite lived intangible assets are as follows:

Electricity
. Contracts Other
_Balance at June 30,2009 ‘ S o _ 3 7,905 323
: o Sale of Globe Metais (seenofe3) e e fe e (5.073) (78)
Balance at June 30, 2010 2,832 245
Balance at June 30,2011 7, == oo X ST A Lo R 2,832 045

Acoumulated amortization: v e oo 0T T e R S
BalanceatJune 30,2009 o R R s 7,151 33

- Sale of Globe Metais (seenote 3) (4,629) (78)
. .. Amortizationexpense 310 —
" Balance at June 30,2010 XTI

Balance at June 30, 2011 , ) o o o e _ 2,832 ) 245
‘Net balance at June 30, 2011 e Ce ' o $ _— o

There were no changes in the value of the Company’s indefinite lived intangible assets during the years ended June 30, 2011 or 2010. The trade name balance is $477 at
June 30, 2011 and 2010.

Amortization expense of purchased intangible assets for the years ended June 30, 2011, 2010 and 2009 was $0, $310 and $2,142, respectively, which is recorded in cost of
goods sold.

(11) Investments in Unconsolidated Affiliates

Investments in unconsolidated affiliates comprise the following;

Balance at Balance at
Ownership June 30, June 30,
Interest 2011 2010
Equity mothod irivestment: Ll R T - o
, . Norchem . ‘ e e 50.00%  § 2,667 2,212
Othg_r'_oolstinvestments_;, . . P e R T s L s e . : .
Inversora Nihuiles $.A.(a) o o 9.75 3067 3,067
 Inversora Diamante S.A.(b) e B Vi PR 8.40 - 2,906 2,906
Total , $ 8,640 8,185

(a): This entity owns a.51% interest in Hidroelectrica Los Nihuiles S.A., which is a hydroelectric company in Argentina,
(b) This entity owns a 59% interest in Hidroelectrica Diamante S.A., which is a hydroelectric company in Argentina.

Equity income (loss) from our Norchem investment was $455, $257, and ($38), respectively, for the years ended June 30, 2011, 2010, and 2009, which is included in other
income. : o0 ' T

(12) Debt

a. Short-Term Debt

Short-term debt comprises the following;

Weighted
Outstanding Average Unused
o Balance Interest Rate Credit Line

June 30, 2011: :

Type debt: ; , e ‘

Export financing ) S - el . S $ 731 2.75% $ 8,310
Other 363 8.00% —
‘_'I'o'tral , ] Tr e S e s 1094 | X 8310

June 30,2010:

Type debt: ) o o _ s 7641
Export financing A S NV L. s = .= ;
Other . . o 8067 3.42% — 46

Total - | , R s B067 S TA8T
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Export Financing Agreements — The Company’s Argentine subsidiary maintains various short-term export financing agreements. Generally, these arrangements are for
periods ranging between seven and eleven months, and require the Company to pledge as collateral certain export accounts receivable. -

Other — The balance at June 30, 2010 relates primarily to $5,880 in short-term notes payéble to Dow Corning for working capital loans given to WVA LLC. The notes
accrued interest at 3.0% and were settled during October 2010.

b. Revolving Credit Agreements

A summary of the Company’s revolving credit agreements at June 30, 2011 is as follows:

Weighted
Outstanding Average Unused Total
Balance Interest Rate Commitment Commitment
Senior credit facility. * _ $ 34,989 244% $ 52761 90,000
Revolving credit facility 12,000 2.44% 3,000 ‘ 15,000

In September 2008, the Company’s subsidiary, Globe Metallurgical, Inc. (GMI), entered into a borrowing arrangement, which included a $35,000 senior credit facility expiring
in September 2013 and five-year senior term loan in an aggregate principal amount of $40,000. The senior term loan was subject to certain mandatory prepayments based on
excess cash flow, as defined in the loan agreement. Further, as part of the Dow Corning transactions discussed in note 3, the Company agreed to modify certain terms of the
borrowing facilities, which included a reduction of revolving credit from $35,000 to $28,000 and a $6,000 prepayment of the senior term loan, in exchange for the release of the
assets of West Virginia Alloys, Inc. as a security for these borrowings. ’ L -

On March 30, 2011, certain of the Company’s domestic subsidiaries (the Borrowers) entered into an agreement to amend and restate the Company’s existing senior credit
facility and senior term loan. The amended and restated senior credit agreement provides for a $90,000 revolving credit facility, subject to a defined borrowing base, and matures
on March 30, 2014. This facility includes a provision for the issuance of standby letters of credit and a $10,000 sublimit for swingline loans. The facility may be increased from time
to time by an amount up to $10,000 in the aggregate at the Company’s election, subject to approval by the existing or additional lenders. Interest on borrowings under the credit
agreement is payable, at the Company’s election, at either a base rate (the higher of the U.S. federal funds rate plus 0.50% per annum and the issuing bank’s “prime rate”) plus a
margin of 1.50% per annum, or LIBOR plus a margin of 2.25% per annum. Certain commitment fees are also payable under the credit agreement. The facility is guaranteed by
certain of the Borrowers subsidiaries, and borrowings under the credit agreement are collateralized by the Borrowers® cash and cash equivalents, accounts receivable, and
inventories, and the stock of their subsidiaries. The agreement contains certain restrictive and financial covenants, which include a maximum total debt to capitalization ratio and a
minimum combined tangible net worth, as well as 2 minimum fixed charge coverage ratio and a maximum annual capital expenditure level, both of which are ‘only applicable if
availability under the senior credit facility is below minimum levels specified in -tllle credit agreement. The Company was in compliance with the loan covenants at June 30, 2011,

At June 30, 2011, there was a $34,989 balance ocutstanding on the senior credit facility. The total commitment outstanding on this credit facility includes $440 outstanding letters
of credit associated with supplier contracts and a $1,810 outstanding letter of credit associated with a power supply contract. The outstanding balances under the previous senior
credit agreement and senior term loan were transferred into the new facility. - a

The Company classifies borrowings under the senior credit facility as long-term liabilities given our ability to renew and extend borrowings under this agreement beyond one
year from the balance sheet date. : i

On October 1, 2010, the Company entered into a new $15,000 revblving credit facility, and utilized proceeds from borrowings under the revolving credit facility to repay the
Company’s $5,880 short-term notes payable to Dow Corning. Total borrowings under this credit facility were $12,000 at June 30, 2011. Interest on advances under the revolving
credit facility accrues at LIBOR plus an applicable margin percentage or, at the Company’s option, prime plus an applicable margin percentage. The credit facility is subject to

certain restrictive and financial covenants, which include limits on additional debt, a2 maximum ratio of debt to earnings before interest, taxes, depreciation and amortization and
minimum net worth. The Company was in compliance with the loan covenants at June 30, 2011. i

The Company classifies borrowings under this revolving credit facility as current liabilities as the arrangement is payable in full upon the earlier of 10 business days following
written demand by the lender or the agreement’s expiration on March 31, 2012. ) )

See note 15 (Derivative Instruments) for a discussion of derivative financial instruments entered into to reduce the Company ’s exposure to interest rate fluctuations on
outstanding debt. :

¢. Long-Term Debt

Long-term debt comprises the following at June 30:

- 2011 2010
Senior term loan S8 — 16,916
Other : — 96
CTotal, o o T Lo L= 102
Less current portion of long-term debt ’ ] o - (10{092') ‘
Long-term debt, net of current portion N 6,920+

Senior Term Loan — As discussed above, the outstanding balance on the senior term loan was transferred to the Company’s amended- and restated senior credit facility in
March 2011. - - :

d. Fair Value of Debt

The recorded carrying values of our debt balances approximate fair value given our debt is at variable rates tied to market iﬁd_ica_tors or is short-term in nature.
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(13) Accrued Expenses and Other Current Liabilities
Accrued expenses and other current liabilities comprise the following at June 30:

2011 2010

Accrued income taxes .- o oA AT T T S T T e e e g . 4257 3,030

Accrued insurance ) L ) i 758 717

Accrued professional fees - . ¢ Lo T g S L il ' o 1,093 0 959

Accrued property taxes 1,161 B 1,181

Accruedwages, bonuses, 11,877 - 7668

Customer advances ) 3 10,768

; 36 35

arrent portion of retz 10931 5348

Accrued purchase obligations 6327183

Other 2,999 4,973

- Tetal g o 34475 oo 35,832
(14) Other Long-Term Liabilities

Other long-term liabilities comprise the following at June 30: )
2011 2010

716 0 9,118

5,791 4,583

3736l

$ 17,224 17,462

(15) Derivative Instruments

The Company enters into derivative instruments to hedge certain interest rate, currency, and commodity price risks. The Company does not engage in interest rate, currency, or
commodity speculation, and no derivatives are held for trading purposes. All derivatives are accounted for using mark -to-market accounting. The Company believes it is not
practical to designate its derivative instruments as hedging instruments as defined under ASC Subtopic 815-10, Derivatives and Hedging (ASC 815). Accordingly, the Company
adjusts its derivative financial instruments to current market value through the consolidated statement of operations based on the fair value of the agreement as of period -end.
Although not designated as hedged items as defined under ASC 815, these derivative instruments serve to significantly offset the Company’s interest rate, currency, and commodity
risks. Gains or losses from these transactions offset gains or losses on the assets, liabilities; or transactions being hedged. No credit loss is anticipated as the counterparties to these
agreements are major financial institutions that are highly rated. :

Interest Rate Risk:
The Company is exposed to market risk from changes in interest rates on certain of its.shoﬁ-tem and long-term debt obligations.

In connection with-GMI’s revolvmg credit facility and senior term loan (note 12), the Company entered into an interest rate cap anangement and three interest rate swap
agreements to reduce our exposure to interest rate fluctuations.

In October 2008, the Company entered into an inerest rate cap arrangement to cap LIBOR ona $20,000 notional amount of debt, with the notional amount decreasing by
$1,053 per quarter through the interest rate cap’s expiration on June 30, 2013. Under the interest rate cap, the Company capped LIBOR at a maximum of 4.5% over the life of the
agreement.

-In November 2008, the Company entered into an interest rate swap agreement involving the exchange of interest obligations relating to a $13,333 notional amount of debt, with
the notional amount decreasing by $702 per quarter. Under the interest rate swap, the Company receives LIBOR in exchange for a fixed interest rate of 2.85% over the life of the
agreement. The agreement expires in June 2013. ‘

In January 2009, the Company entered into a second interest rate swap agreement involving the exchange of interest obligations relating to a $12,632 notional amount of debt,
with the notional amount decreasing by $702 per quarter. Under the interest rate swap, the Company receives LIBOR in exchange for a fixed interest rate of 1.66% over the life of
the agreement. The agreement expires in June 2013. '

‘n April 2009, the Company entered into a third interest rate swap agreement involving the exchange of interest obligations relating to an $11,228 notional amount of debt, with
the notional amount decreasing by $702 per quarter. Under the interest rate swap, the Company receives LIBOR in exchange for a fixed mterest rate of 2.05% over the life of the
agreement The agreement expues in June 2013.

Forezgn Currency Risk:

.The Company is exposed to market risk arising from changes in currency exchange rates as a result of its operations outside the United States, principally in Argentina and
China. A portion of the Company’s net sales generated from its non-U.S. operations is denominated in currencies other than the U.S. dollar. Most of the Company’s operating
costs for its non-U.S. operations are denominated in local currencies, principally the Argentine peso and the Chinese renminbi. Consequently, the translated U.S. dollar value of the
Company’s non-U.S. dollar net sales, and related accounts receivable balances, and our operating costs are subject to currency exchange rate fluctuations. Derivative instruments
are not used extensively to manage this risk. The Company utilized derivative financial instruments, including foreign exchange forward contracts, to manage 2 portion of its net
foreign currency exposure to the Brazilian real, prior to the sale of Globe Metais discussed in note 3, and the Euro. No foreign currency. derivative financial instruments are
outstanding at June 30, 2011.
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Commodity Price Risk:

The Company is exposed to price tisk for certain raw materials and energy used in its production process. The raw materials and energy that the Company uses are largely
commodities subject to price volatility caused by changes in global supply and demand and governmental controls. Derivative financial instruments are not used extensively to
manage the Company’s exposure to fluctuations in the cost of commodity products used in its operations. The Company attempts to reduce the impact of increases in its raw
material and energy costs by negotiating long-term contracts and through the acquisition of companies or assets for the purpose of increasing its access to raw materials with
favorable pricing terms. ’ ' e

In June 2010, the Company entered into a power hedge agreement on a 175,440 MWh notional amount of electricity, representing approximately 20% of the total power
required by our Niagara Falls, New York plant. This hedge covers our expected needs not supplied by the facility °s long-term power contract over.the term of the hedge
agreement. The notional amount decreases equally per month through the agreement’s expiration on June 30, 2012. Under the power hedge agreement, the Company fixed the
power rate at $39.60 per MWh over the life of the contract. In October 2010, the Company entered into a power hedge agreement on an 87,600 MWh notional amount of
electricity, also for power required at our Niagara Falls, New York plant. The notional amount decreases equally per month from the agreement ’s July 1, 2012 effective date
through its expiration on June 30, 2013. Under this power hedge agreement, the Company fixed the power rate at $39.95 per MWh over the life of the contract. )

The effect of the Company’s derivative instruments on the consolidated statements of operations is summarized in the following table:

(Loss) Gain Recognized
During
the Years Ended June 30 Location - -
) 2011 2010 2009 of (Loss) Gain
Interest fate derivatives = s ST T (282) T (1,231) ©1(840) . Interest expense
Foreign exchange forward contracts _ . o J12 . 4789 Foreign exchange (loss) gain
Powerbedge . B ) B st of goods sold .

The fair values of the Company’s derivative instruments at June 30, 2011 are summarized in note 22 (Fair Value Measures). The liabilities associated with the Company ’s
interest rate derivatives and power hedge of $320 and $110, respectively, are included in other long-term liabilities. ) '

(16) Pension Plans
a. Defined Benefit Pension Plans.
The Company’s subsidiary, GMI, sponsors three noncontributory defined benefit pension plans covering certain domestic employees. These plans were frozen in 2003. The
Company’s subsidiary, Core Metals, sponsors a noncontributory defined benefit ‘pension plan’covering certain doinestic employees: This plan was closed to new participants in

April 2009.

The Company’s funding policy has been to contribute, as necessary, an amount in excess of the minimum Tequirements in-order to. achieve the Company ’s long-term funding
targets. During the years ended June 30, 2011, and 2011, the Company made contributions of $1,080 and $1,008, respectively, to the domestic pension plans.

The Company uses a June 30 measurement date for these defined benefit pension plans.

Benefit Obligations and Funded Status — The following provides a reconciliation of the benefit obligations, plan assets, and funded status of the plans at June 30, 2011 and
2010:

o DR P PPN o - MRS et e e e wmeiee s et nmauee 2011 . _ 2010
Change in benefit obligations: - -~ R e L T e T S , T
Benefit obligations at beginning of year - o ) 8§ 28,367 -
Acquisition of business ~~© © w » ' o =
. Interest cost o e 1439
“Service cost g
Actuarial loss 1,698
-+ Benefits paid L LAY ) - (1,400)°
__Benefit obligations at end of year $ 30218
Change inplan assets: . -
o “Fair value of plan-assets at beginning of year’ Fg 19,249
_ Acquisition of business o -
Actual gain on plan assets S em el ‘i o - : 3,573 .
Employer contributions ) N ‘ _ 1,080 .
Benefits paid B AN T S (1,400)
Fair value of plan assets at end of year $ 22,502
Funded satusat end o year: o T .
.. Fair value of plan assets fa i el mae T Ul e s e e e 8 22,502 019,249
Benefit olgligations B o . ‘ v B 30,218 ‘ 28,367
- Funded status’ - g T SR -8 ___(1,716) (1Y)
Amounts recognized in the consolidated balanc shest consist ot~ . _ j I
Noncurrent liability o . $ (7,716) ©,118)
Accumulated other comprehensive loss .. - I 6,356 ' 7,422 .
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All of our pension plans are underfunded, and have been underfunded for all years presented. The amounts recognized in other comprehensive income (loss) consist entirely of
net actuarial loss during the years ended June 30, 2011, 2010, and 2009 and totaled $1,066, ($1,402), and ($5 045), respectively.

The accumulated benefit obhgatmns for defined beneﬁt pension plans were $30,218 and $28,367 at June 30, 2011 and 2010.

Net Periodic Pension Expense — The components of net periodic pension expense (benefit) for the Company’s defined benefit pension plans are as follows:

2010 2009
Teresteost e —
Service cost % o
Expected teturn on plan assets LTS L 1,236)
Amortization of net loss 572 229
Net periodic pension expense 808 e 17

In fiscal year 2012, actuarial net losses of approximately $578 are expected to be recognized into periodic benefit cost from accumulated other combrehensive loss.

Assumptions and Other Data — The assumptions used to determine benefit obligations at June 30, 2011 and 2010 follow:

2011 2010
525%-530% . ,.. ,.525%

Discountrafe . -

The discount rate used in calculating the present value of our pension plan obligations is developed based on the Citigroup Pension Discount Curve for GMI plans and the
Mercer Yield Curve for the Core Metals plan and the expected cash flows of the benefit payments.

The assumptions used to determine net periodic expense for years ended June 30, 2011, 2010, and 2009 are as follows:.

Discountrate -~ - N Sl i L S28% 0 585%:2625% . . . 675%
Expected return on plan assets 8.00 - 8.50 8.00 - 8.50 8.50

Expected return on plan assets is determined based on management’s expectations of long-term average rates of return on funds invested to provide for benefits included in the
projected benefit obligations. In determining the expected return on plan assets, the Company takes into account historical returns, plan asset allocations and related investment
strategies, as well as the outlook for inflation and overall fixed income and equity returns.

The Company expects to make discretionary contributions of approximately $1,870 to the plans for the year ending June 30, 2012.

The following reflects the gross benefit payments that are expected to be paid for the pension plans for the years ended June 30:

2012 ST 1,619
2013 1,678
2014 . 1,696
2015 1,730
016" - S : \ e i e S R s , RS SOy 1,788
Years 2017-2021 _ 10,273

The Company’s overall strategy is to invest in high-grade securities and other assets with a limited risk of market value fluctuation. In general, the Company’s goal is to maintain
the following allocation ranges:

Equity securities ' 55-70%
Fixed income securities - 30-40
Real estate ~5-10

On July 1, 2009, the Company adopted the new accounting guidance on employer’s disclosures about postretirement benefit plan assets, which requires categorization of
pension assets into three levels based upon the assumptions (inputs) used to price the assets. See note 22 (Fair Value Measures) for additional disclosures related to the- fair value
hierarchy.
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The Company held no level 3 assets during the year. The fair values of the Company’s pension plan assets as of June 30, 2011 are as follows:

Quoted Prices in Active

Markets for Identical Significant Observable
Assets Inputs
. (Level 1) (Level 2)

Cashandcashequlvalents T T U i I e G T
Equity securities: :
*.: Domestic equity mut . 5,083
.. Intemational equity mutual fi 2,573
- -Commingled equity funds. " © 3,374
Fixed income securities: ) o
/j,::’z]?,ixgdiiﬁcqmé'mumai,i‘\’m;is'?s;;r;’sc»,,t‘»; T T SR ) )

‘Commingled fixed income funds — o 2,037 2,037
Real'esftétq{t‘il’ﬁtp’al;fqu‘;s; T It e gD — o - 882

$ - 17,091 R 5411 S 22,502

b. Other Benefit Plans

The Company administers healthcare benefits for certain retired employees through a separate welfare plan requiring reimbursement from the retirees.

The Company’s subsidiary, GML, provides two defined contribution plans (401(k) plans) that allow for employee contributions on a pretax basis. During fiscal year 2008, the
Company agreed to match 25% of participants” contributions up to a maximum of 6% of compensation. Company matching contributions for the years ended June 30, 2011, 2010,
and 2009 were $202, $223, and $231, respectively. Additionally, subsequent to the acquisition of Core Metals as discussed in note 3 (Business Acquisitions, Investments, and
Divestitures), the Company began sponsoring the Core Metals defined contribution plan. Under the plan the Company may make discretionary payments to salaried and non-union
participants in the form of profit sharing and matching funds. Company matching contributions for the years ended June 30, 2011 and 2010 were $111 and $26, respectively.

Othér benefit plans offered by the Company include a Section 125 cafeteria plan for the pretax payment of healthcare costs and flexible spending arrangements. ]

(17) Income Taxes

The sources of income (loss) before provision for income taxes and (income) losses attributable to noncontrolling interest for the years ended June 30, 201 1, 2010, and 2009
were as follows: '

2011 2010 2009
U.S. ‘operations~ - " e : S 87096 L 21,8650 . .. . (55448)
Non-U.S. operations } 5,618 32,942 21,673
U ota] T e K ' . 9714 - 54,807 (33,775)
The components of current and deferred income tax expense are as follows:

2011 2010 2009
Federal S L - , , .8 16,113 10,471 . @)
State ST T T : ' ‘ 1,982 2,686 1,407
: 4,355 14,446 6,710
22,450 27,603 8,074
""" 12622 (3.745) Co@1y
§ e L0700 (3,315). . 1,556
, (191) ) 2,290
13538 7 (7,064 35535
$ 35,988 20,539 11,609

2011 2010 2009

Federal statutoryrate .~ . T g gen T 350% 35.0%
State fax federal benefit ... .26 (3.6) , (5.7)
Goddwill impaiment . * - L T B T O N — (59
tax holiday and rate differential . e .07 23 35
Shange in valuation allowance 7 T gy 55 BN (V) N
Domestic production activities deduction ) o (1.7) , 1.2) .03
Other items RN DR R Y. SR , (0:5) Sy
Effective tax rate 38.8% 37.5% (34.9)%
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The Company’s effective state tax rate for fiscal year 2010 reflects the benefit associated with the recording of certain state tax credits arising from the reopening of our-Niagara
Falls, New York plant and other state tax adjustments totaling $1,855, which were entirely recorded in the fourth quarter of the year ended June 30, 2010, but related to our prior
years” operations. The Company sold its Brazilian operations in the second quarter of the year ended June 30, 2010, and incurred a Brazilian tax of $9,395 on the associated gain.
Prior-to the sale, the Company operated under a tax holiday in Brazil, which taxed the Company’s manufacturing income at the preferential rate of 15.25% compared to a statutory
rate of 34%. The Company currently operates under a tax holiday in Argentina, where the Company’s manufacturing income is taxed at a preferential rate, which varies based on
production levels from the Company’s Argentine facilities, compared to a statutory rate of 35%. The tax holiday in Argentina expires in 2012. For the year ended June 30, 2011,
the foreign tax holiday in Argentina provided a decrease of $546 to net income attributable to common stock and decrease of $0.01 to net income per common share. For the year
ended June 30, 2010, the foreign tax holidays in Argentina and Brazil provided a decrease of $701 to net income attributable to common stock and decrease of $0.01 to net
income per common share. For the year ended June 30, 2009, the foreign tax holidays in Brazil and Argentina provided a benefit of $1,835 to net loss attnbutable to common
stock and $0.03 to loss per common share.

In connection with the Dow Corning transaction that occurred on November 5, 2009, the Company recorded a provision for income taxes of $26,575 in fiscal year 2010 and .

($1,005) in fiscal year 2011, which included a change in deferred tax liabilities of $2,073, and was reflected in additional paid-in capital; consistent with the accountmg treatment for
the transactions:

Significant components of the Company’s deferred tax assets and deferred tax liabilities at June 30, 2011 and 2010 consist of the following:

7 ‘ 2011 2010
Deferred tax assets: - - - S e
" Inventories "~ 2,418
Accounts receivable 410
~ Accruals. 5,434
-'Deferred Revenug \:- otk w 3 857
Net operatmg losses and other carryforwa.rds 23 369
: Otherassets:- R T =
Share-based compensatlon o 7 465
Gross deferred tax assets ' 43,456,
Valuation allowance (13,497
Net deferred tax assets .~ - 29,959,
Deferred tax liabilities: _ _
~Fixed.assets. ‘1 o i (BLT72)
Prepaid expenses (850)
. Intangibles (722).
. Investments — —
Total deferred tax. hablhtles’ R I o I S OO L (41,213) T (33344) -
Net deferred tax liabilities h ) $ (17,317) _ (3.385)

The Company has undistributed earnings of foreign subsidiaries of approximately $75,000 at June 30, 2011 for which deferred taxes have not been provided for. These
earnings, which are considered to be permanently reinvested, would be subject to U.S. tax if they were remitted as dividends. It is not practicable to determine the deferred tax
liability on these earnings.

The Company has tax benefits for net operating loss carry forwards (NOLS), a portion of which are subject to various limitations, which expire at various dates in the future
The Company’s NOLs and expiration dates at June 30, 2011 are as follows: .

Amount Expires
Fedetal - - 24,810 2024 through 2026 -
State 135343 2012 through 2031
Foreign 15,391 2012 through 2

The Company maintains valuation allowances where it is more likely than not that all or a portion of a deferred tax asset will not be realized. Changes in valuation allowances are
included in our tax provision in the period of change. In determining whether a valuation allowance is warranted, the Company evaluates factors such as prior earnings history,
expected future earnings, carry back and carry forward periods and tax strategies that could potentially enhance the likelihood of the realization of a deferred tax asset. For the year
ended June 30, 2011, the decrease in the valuation allowance of $4,743 was primarily attributable to the Company’s net operating loss carryforwards in-China and a corresponding
adjustment to the valuatlon allowance resulting in no net impact on the Company ’s provision for income taxes. For the year endéd June 30 2010, the decrease in the valuation
allowance of $27,805 was primarily due to the Company’s sale of its Brazilian manufacturing operations. :

The total valuation allowance at June 30, 2011, 2010, and 2009 is $8,754, $13,497, and $41,302, respectively, and consists of the following:

2011 2010 .

Foderal NOLs $OTUAl00. T IR o 3
State NOLs B 819 . 1,055 -2,
Foreign NOLs - 1,229 5781 v e
Federal credits , ) ) o o o o o 235 - 463
State credits B T O Lt UL SOP DS ; o 2371 2,350
Capital loss carryover ) : — —

Total — © U o b R T 13,497
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The Company files a consolidated U.S. income tax return and tax returns in various state and local Jurisdictions, Our subsidiaries also file tax retumns in various foreign
jurisdictions. The Company’s principal jurisdictions include the U.S., Argentina, and China. The number of open tax years subject to examination varies depending on the tax
jurisdiction. The Company’s major taxing jurisdictions and the related open tax years subject to examination are as follows: the U.S. from 2008 to present, Argentina from 2006 to
present, and China from 2008 to present. - ‘ : . .

General accounting principles relating to uncertain income tax positions prescribe 2 minimum recognition threshold a tax position is required to meet before being recognized,
and provides guidance on the derecognition, measurement, classification and disclosure relating to income taxes. The following is a tabular reconciliation of the total amount of
unrecognized tax benefits for the year, excluding interest and penalties: -

2011 2010 2009
B}ilgncéiattheﬁeginhit;g‘:dftﬁé,yeaf'; e ek R T B :v.'{»",” Lo . :w_$«, ey 2,039 - B = SN Co—
...Gross increases for prior year tax positions ‘ e 206 - 2089 —
- Gross decreases for prior year tax positions - B R S - (1,471) = —
Balance at the end of the year $ 774 2,039 C—

The Company has elected to include interest and penalties in its income tax expense. Included in our liability for uncertain tax positions are interest and penalties of $145, $336,
and $0 for the years ended June 30, 2011, 2010, and 2009, respectively. For the years ended June 30, 2011, 2010 and 2009, we recognized ($149), $268 and $0, respectively,
of interest and penalties in income tax benefit/provision. The Company believes that it is reasonably possible that approximately $212 of its curreritly remaining uncertain tax position
liability may be recognized within the next twelve months. The portion of uncertain tax positions as of June 30, 2011 that would, if recognized, impact the effective tax rate was
$774, 8629 and $0 as of June 30, 2011, 2010, and 2009, respectively. )

18) Cﬁmmitnients and Cohﬁngencies
a. Legal Contingencies

The Company is subject to various lawsuits, claims, and proceedings that arise in the normal course of business, including employment, commercial, environmental, safety, and
health matters, as well as claims associated with our historical acquisitions and divestitures. Although it is not presently possible to determine the outcome of these matters, in the
opinion of management, the ultimate disposition of these matters will not have a material adverse effect on the Company °s consolidated financial position, results of operations, or
Liquidity. : : . : :

During the year ended June 30, 2011, the Company made escrow deposits and received payments totaling $2,038 and accrued $4,249 for working capital claims associated
with our historical acquisitions.

b. Environmental Contingencies

It is the Company’s policy to accrue for costs associated with environmental assessments, remedial efforts, or other environmental liabilities when it becomes probable that a
ligbility has been incurred and the costs can be reasonably estimated. When a liability for environmental remediation is recorded, such amounts will be recorded without giving effect
to any possible future recoveries. At June 30, 2011, there are no significant liabilities recorded for environmental contingencies. With respect to the cost for ongoing environmental
compliance, including maintenance and monitoring, such costs are expensed as incurred unless there is a long-term monitoring agreement with a governmental agency, in which case
a liability is established at the inception of the agreement. .

c. Employee Contracts

As of June 30, 2011, we have 1,213 employees. The Company’s total employees consist of 470 salaried employees and 743 hourly employees, and include 511 unionized
employees. 42.1% of the workforce is covered by collective bargaining agreements and 13.4% of the workforce is covered by collective bargaining agreements expiring within one
year of June 30, 2011. Collective bargaining agreements associated with 70 unionized employees, which were set to expire within one year of June 30, 2011, have been
renegotiated after June 30, 2011. o : ' ‘ :

d. Power Commitments

Electric power is a major cost of the Company’s production process as large amounts of electricity are required to operate arc furnaces. A summary of electric power
commitments follows:

-Facility Supplier Terms - C - Price Structure : Capacity

Alloy, West Virginia- = . Appalachian Power. ... Through October 302012, 1-y§a1-~”,‘ll’ubllishcd'tmiff e . - . .:110 MW interruptible
i T . termination motice - o T Lo ’ o

100 MW (hydro power)

_ Brookfield Power _ Through December 31,2021~ Fixedrate o o
American Electric Power ~ * Evergreen; 1-year termination  Published tariffrate 2.5 MW firm
: _ -~ - motice* : : S e B RN MW interruptible
Niagara Falls, New York New York Power Authority - Through September 30, 2021 Based on the EP and RP ] 32.6 MW replacement
' o ... . . .. ... commodityagreement . 7.3 MW expansion

- AlgbamaPower.. . . Evergreen, 1-yeartermination . - Publish d tariff rate C2I5MW fim

Mendoza, Argentina EDEMSA .~ Through October 31, 2009 Specified discount from established 24 MW firm
' price 2.5 MW interruptible
Bridgeport, Alabama Tennessee Valley Authority ~ Through April 30, 2020, 2-year Fixed rate, reset annuaily 10MW firm
) termination notice. . . : .. .. . Soties e e 30MW interruptible -

On February 24, 2011, the Company entered into a hydropower contract extension agreement with the New York Power Authority. Under the terms of this commodity
purchase agreement, the Company will be supplied up to a maximum of 40,000 kW of hydropower from the Niagara Power Project to operate its Niagara Falls, New York
facility. The hydropower will be supplied at preferential power rates plus market-based delivery charges through September 30, 2021. Under the terms of the contract, the
Company has committed to specified employment, power utilization, and capital investment levels, which, if not met, could reduce the Company ’s power allocation from the
Niagara Power Project. : '
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e. Joint Development Supply Agreement

On April 24, 2008, the Company’s subsidiaries, Solsil and GMI, entered into a technology license, joint development and supply agreement with BP Solar International Inc.
(BP Solar) for the sale of solar grade silicon. As part of this agreement, BP Solar paid Solsil $10,000 as an advance for research and development services and facilities
construction, In accordance with ASC 605.25, revenue associated with this agreement was deferred until specific contract milestone had been achieved, or research development
services were successful in reducing manufacturing costs. Revénue would then would be recognized ratably as product was delivered to BP Solar, or, if research and development
services were performed, but unsuccessful, deferred until contract expiration. In November 2010, the technology licensg, joint development and supply agreement was terminated,
$9,400 in previously deferred revenue was recognized by the Company, and the Company made a $600 payment to BP Solar.

Jf. Operating Lease Commitments

The Company leases certain machinery and equipment, automobiles, railcars and office spacé. For the years ended June 30, 2011, 2010, and 2009, lease expense -was
$3,173, $2,191, and $2,489, respectively.

Minimum rental commitments under noncancelable operating leases outstanding at June 30, 2011 for the fiscal years of 2012 onward are as follows:

2012 2003 2014 2015 2016 Thereafter
S AN X > i S 7 R 7 R T e

&. Purchase Commitments

The Company has entered into agreements to purchase raw materials utilized in its manufacturing process. Minimum purchase commitments under these agreements for the fiscal
years of 2012 onward are as follows: ‘

2012 o 2013 ) 2014 o v 2015 - 2016 Thereafter
$ 25500 0 TUTU2131s 0 T 21955 22613 T o DT :

For the years ended June 30, 2011, 2010 and 2009, purchases under these contracts totaled $13,484, $8,028, and $8,475 respectively.
(19) Stockholders’ Equity
a. Common Stock

In August 2009, the Company closed on an initial public offering on the NASDAQ Global Select Market of 16,100,000 shares of its common stock at $7.00 per share. Of the
shares offered, 5,600,000 new shares were offered by the Company and 10,500,000 existing shares were offered by selling stockholders (which included 2,100,000 shares sold
by the selling stockholders pursuant to the exercise of the underwrlters over—allotment option). Total proceeds of the offering to the Company were $36 456, net of underwriting
dlscounts and commissions totaling $2,744. .

b. Preferred Stock

The Company is authorized to issue one million shares of preferred stock with such designations, voting and other rights and preferences as may be determined from time to
time by the board of directors. To date, no preferred stock has been issued by the Company.

¢. Warrants

In connection with the Company’s initial public offering on the AIM market of the London Stock Exchange on October 3, 2005, the Company sold 33,500,000 units,
consisting of one share of the Company’s common stock and two redeemable common stock purchase warrants. Also in connection with this initial public offering, the Company
issued an option to purchase 1,675,000 units (individually, UPO) at an exercise price of $7.50 per UPO. Each UPO consists of one share of the Company’s common stock and
two redeemable common stock purchase warrants. All of the Company’s warrants had an exercise price of $5.00 per common share and were scheduled to expire on October 3,
2009.

During the year ended June 30, 2008, 699,440 of the warrants issued in connection with the Company ’s initial public offenng were exercised and an additional 100,262
warrants and 50,131 common shares were issued in connectlon with a cashless exercise of 67,458 UPOs.

During the year ended June 30, 2009, 166,668 of the warrants issued in connection with the Company’s initial public offering were exercised and an additional 485,505
warrants and 242,753 common shares were issued in connection with a cashless exercise of 282,128 UPOs. Also during the year ended June 30, 2009, the Company executed a
warrant exchange program under which it agreed to exchange 5.5 warrants for one share of the Company’s common stock. A total of 19,164,294 warrants were converted to
3,484,417 common shares under this exchange program.

Prior to the expiration date, the Company received exercise notifications from the holders of substantially all of the outstanding warrants and UPOs. The holders of the UPOs
exercising their UPOs also immediately exercised the warrants issuable upon the exercise of their UPOs. As a result of all of these exercises, the Company issued 1,775,933 shares
of common stock to the former holders of the warrants and UPOs, and no warrants or UPOs remain outstanding at June 30, 2010. The Company received $1,497 in cash with
respect to these exercises, and the remainder of the shares were issued on a net, cashless basis. The sales and issuances of shares pursuant to the warrant and UPO exercises were
deemed to be exempt from registration under the Securities Act of 1933 by virtue of Section 4(2) pertaining to private offers and sales or Regulation S pertaining to foreign offers
and sales.

The Company has accounted for all warrant transactions as a component of stockholders’ equity.
d. Treasury Stock
In December 2008, the Company’s board of directors approved a share repurchase program that authorized the Compai]y to Tepurchase up to $25,000 of the Company’s

common stock during the ensuing six months, The program did not obligate the Company to acquire any particular amount of shares. 1,000 shares were repurchased at $4.00 per
share under this program.
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In connection with the Company’s acquisition of .approximately 81% of Solsil in. February 2008, 562,867 of the 5,628,657 shares issued to the former shareholders and
optionholders of Solsil were placed into escrow pending the attainment of certain milestones. In April 2008, 281,430 of these escrow shares were released based on the satisfaction
of certain conditions. Upon expiration of the escrow period in February 2011, the remaining 281,437 escrow shares were teturned to the Company and are now included in
treasury stock at cost, which is equal to their par value.

e. Noncontrolling Interest

As discussed in note 3, the Company fecorded an increase in noncontrolling interest of $27,012 in association with the sale of a 49% membership interest in WVA LLC on
November 5, 2009. .

f. Dividend

On September 16, 2010, the Company’s board of directors apprqved a dividend of $0.15 per common share, The dividend, totaling $11,269, was paid on October 29, 2010,
to stockholders of record as of October 15, 2010, . :

(20) Earnings (Loss) Per Share

Basic earnings (loss) per common share are calculated based on the weighted average number of common shares outstanding during the years ended June 30, 2011, 2010, and
2009, respectively. Diluted earnings (loss) per common share assumes the exercise of stock options, the conversion of warrants, and the exercise of UPOs, provided in each case
the effect is dilutive. : .

The reconciliation of the amounts used to compute basic and diluted earnings (loss) per common share for the years ended June 30, 2011, 2010, and 2009 is as follows:

] . _ 2011 2010 2009
Basic earnings (loss) per share computation. ‘ L
Net income (foss) attributable to Globe Specialty Metais; Tnic. $ 52,808 ©34,101 Y (41,981)
D inator: ‘ )

Weighted average basic shares outstanding- .. 74,924,947 73,511,696

Basic earnings (loss) per common share _ _ o $ 0.70 0.46

Diiuied saraliigs Qoss) b shabe eonigalion” " T D s e —— e

Numerator: ‘ . , ' , -
Netincome({oss) attributable to Globe Specialty Metals; Inc.c - ... .- s e 8 00 52,808 34,101 - .. (41,981)
Denominator: )

Weighted average'basic shares outstanding ' ’ ‘ . 74,924,947 - 73,511,696 64,361,828
Effect of dilutive securities o 1,699,398 1,258,451 —
Weighied'avetage dilifed shiares outstanding < - . S o ) - 76,624,345 74,770,147 64,361,828
Diluted earnings (loss) per common share - $ 0.69 ‘ 0.46 (0.65)

The following potential common shares were excluded from the calculation of diluted earnings per common share because their effect Would be anti-dilutive:

v 2011 2010 2009
Stk T e R o e 000 43155
Warrants Do L e ' : — = 201,453
UPOs . | : Ul e e o . .3.076.042
Total 66,667 160,000 8,492,695

(21) Share-Based Compehsaﬁon ' ‘ o . S

The Company’s share-based ‘compensation program consists of the Globe Specialty Metals, Inc. 2006 Employee, Director and Consultant Stock Plan (the Stock Plan). The
Stock Plan was initially approved by the Company’s stockholders on November 10, 2006, and was amended and approved by the Company’s stockholders on December 6,
2010 to increase by 1,000,000 the number of shares of common stock authorized for issuance under the Stock Plan. The Stock Plan, as amended, provides for the issuance of a
maximum of 6,000,000 shares of common stock for the granting of incentive stock options, nonqualified options, stock grants, and share -based awards. Any remaining shares
available for grant, but not yet granted, will be carried over and used in the following fiscal years. During the years ended June 30, 2011, 2010, and 2009 share -based
compensation awards were limited to the issuance of 7,960 nonqualified stock options, 112,274 restricted stock grants and 4,356 common stock grants.

On April 30, 2009, the Company’s board of directors approved modifications to the terms of 1,037,000 outstanding stock options. The modifications reduced the exercise
price of these options to $4.00 per common share, and amended the vesting period of the awards. The modified awards vest and become exercisable in equal ‘one -quarter
increments every six months from the date of modification.

At June 30, 2011, there were 1,513,579 shares available for grant. 3,527,250 outstanding incentive stock options, of which 443,250 were exercised through June 30, 2011,
vested and became exercisable in’equal one-quarter increments every six months from the date of grant or date of modification. 810,000 option grants, of which 533,333 were
exercised through June 30, 2011, vest and become exercisable in equal one-third increments on the first, second, and third anniversaries of the date of grant. 7,960 option grants
and 3,696 restricted stock grants vested and became exercisable on June 30, 2011. 108,578 restricted stock grants vest and become exercisable on November 13, 2020. 21,500
option grants and 4,356 common stock grants were issued as immediately vested at the date of grant. All option grants have maximum contractual terms ranging from 5 to 10 years.
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' A summary of the changes in options outstanding under the Stock Plan for the years ended June 30, 2011, 2010, and 2009 is presented below:

Weighted- -
: Average :
Weighted- Remaining Aggregate
Number of Average Contractual Imtrinsic
. i Term in Years Value
Outstanding as of
Granted

Exercised” - . ¢ v
Fp:feite;d andexpired
Outstahdifig as‘of Jihé 30, 2009

Outstanding as of June 30,2009
Granted
Exercised ¢ 1o
Forfeited and expired
Outstanding as of June 30, 2010

Outstanditig as of Jimne 30, 2010

(6,250)

Bxercisable as of Ju

“The weighted average grant date fair value of stock options granted during the years ended June 30, 2011, 2010, and 2009 was $7.34, $4.46, and $2.05, respectively. The
weighted average per share fair value of stock option grants outstanding at June 30, 2011 is $2.73. : ’ o

A summary of the Company’s nonvested options as of June 30, 2011, and changes during the year ended June 30, 2011 is presented below:

Weighted-Average -

Number of » . Grant-Date Fair.
Options Value, as Modified

(6,250)
Sl 54251

The Company estimates the fair value of grants using the Black-Scholes option pricing model. The following assumptions were used to estimate the fair value of stock option
awards granted during the years ended June 30, 2011, 2010, and 2009:

2011 2010 2000
Risk-free interest fate -~ .~ : LR T e T 126%t0 L54% T137% 03 47%
Expected dividend yield » e P L ) o
Expected:volatility : : , e
Expected forfeiture rate

Expected term (yeats)

" The following assumptions were used to estimate the fair value of stock option awards modified on April 30, 2009:

Risk-free interestrate .~
Expected dividend yield
Expected volatility .. .
Expected forfeiture rate
Expected term (years) . o o S RS e PR T N &

The risk-free interest rate is based on the yield of zero coupon U.S. Treasury bonds.with terms similar to the expected term of the options. The expected dividend yield for
grants is zero given the Company’s limited history of dividend issuances and the uncertainty of any future dividend amounts, if any. Since there is limited historical trading data
related to the Company’s common stock, the expected volatility over the term of the options is estimated using thie historical volatilities of similar companies. Given that the options
granted are under a new plan and there is relatively no historical data, the expected forfeiture rate is zero, and the expected term is the average of the vesting period and contractual
term. . : .

The weighted average per share fair value of stock option grants outstanding at June 30, 2011, 2010, and 2009 was $2.73, $3.89, and $4.13, respectively.
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For the years ended:June 30, 2011, 2010, and 2009, share-based compensation expense was $4,462 (82,407 after tax), $5,712 (33,082 after tax), and $6,395 ($3,449 after
tax), respectively. The expense is reported within selling, general, and administrative expenses.

As of June 30, 2011, the Company has unearned compensation expense of $116, before income taxes, related to nonvested stock option awards. The unrecognized
compensation expense is expected to be recognized over the following periods ending on June 30:

2012 . 2013

_ 2014 2015 2016

‘2 . : — . —_ —_

Share-based compensation (pretax).

The total fair value of shares vested during the years ended June 30, 2011, 2010, and 2009 was $8,397, $10,323, and $2,488, respectively. 'As previously mentioried, certain
outstanding stock option grants were modified on April 30, 2009. As a result, the vesting period on the modified awards was reset, and certain formerly vested options are no
longer vested. o ‘ S L :

It is the Company’s policy to issue new shares to satisfy the requirements of its share-based compensation plan, The Company does not expect to repurchase shares in the
future to support its share-based compensation plan.

In addition to share-based awards issued under the Stock Plan, the Company issued 35,225 restricted stock units on January 1,.2011 under the terms of the Company ’s
executive bonus plas. The restricted stock units proportionally vest over three years, but are not delivered until the end of the third year. The Company will settle these awards by
cash transfer, based on the Company’s stock price of the date of such iransfer. For the year ended June 30, 2011, share-based compensation expense for these restricted stock
units was $130 ($70 after tax), The $130 liability associated with these restricted stock units is included in accrued expenses and other current liabilities at June 30,2011, - ..

(ﬁ2) Fair Value Measures

Effective July 1, 2009, the Company completed its adoption of ASC 820, which establishes a fair value hierarchy for disclosure of fair value measurements, The fair value
framework requires the categorization of assets and liabilities into three levels based upon the assumptions (inputs) used to value the assets or liabilities. Level 1 provides the most
reliable measure of fair value, whereas Level 3 generally requires significant management judgment. The three levels are defined as follows:

Level 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2— Observable inputs other than those included in Level 1. For example, quoted priceé for similar assets or ‘Iiabilit_ies' m active markets or quoted prices for identical
assets or liabilities in inactive markets, . :

Level 3 — Unobservable inputs reflecting management’s own assumptions about the inputs used in pricing the asset or liability. For e){hmple; cash flow modeling using inputs
based on management’s assumptions. i . .o :

The Company does not have any assets that are required to be remeasured at fair value at June 30, 2011 The following table summarizes liabilities measured at fair value on a
recurring basis at June 30, 2011:

Total -, - Level:1 ] .. Level 2 Level 3

Interest rate derivatives . 320 . — 320 —
Powerhedge: =~~~ . o — Jdw o —
Restricted stock uits o S 130 Pele g0 i e e e

Total $ 560 130 430 —

The Company. does not have any assets that are required to be remeasured at fair value at June 30, 2010, The following table summarizes liabilities measured at fair value on a
recurring basis at June 30, 2010: :

Total Level 1 Level 2 Level 3
Interest rate derivatives . <" B L — 476 —.
Foreign exchange forward contracts LT LT 7.
Power hedge - L2430 243 —
Total $ . 796 B e 796 —

Derivative liabilities relate to the interest rate cap and interest rate swap agreements, the foreign exchange forward contracts, and power hedge agreement summarized in
note 15 (Derivative Instruments), Fair values are determined by independent brokers using quantitative models based on readily observable market data.

The fair value of restricted stock units is based on quoted market prices of the Company stock at the end of each reporting period.
See note 12 (Debt) for information regarding the fair value of our outstanding debt.
(23) Related Party Transactions

From time to time, the Company enters into transactions in the normal course of business with related parties. Management believes that such transactions. are at arm’s Iehgth
and for terms that would have been obtained from unaffiliated third parties. :
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A current and a former member of the board of directors are affiliated with Marco International and Marco Realty During the years ended June 30, 2011, 2010, and 2009, the
Company:

- Paid Marco Realty $0, $166, and $207; respectively, to rent office space for its corporate headquarters in New York City,- New York.

+ Entered into agreements with Marco International to purchase graphitized carbon electrodes Marco International bllled $24, 731 $21, 962 and $0, respectwely, under
these agreements, At June 30, 2011 and 2010, payables to Marco International under these agreements totaled $2,952 and $8,162, respectively.

« Entered into agreements to purchase rare earth materials from Marco International. Purchases under this agreement totaled $1,001, $0 and $0, respectrvely At June 30,
2011 and 2010, payables to Marco International under these agreements totaled $1,001 and $0, respectively. . t .

 Entered into agreements to purchase sodium carbonate from Marco International. Purchases under this agreement totaled:$0', $0, and $126, respectively.
» Entered into an agreement to sell ferrosilicon to Marco International. Net sales were $895, $590, and $l,28§, respectively, under this agreement.
«  Entered into agreements to sell calcium silicon powder to Marco International. Net sales under these agreements totaled $524, $0, and $0; respectively.

‘The Company is affiliated with Norchem through its 50.0% equity ‘iriterest. Dunng the years ended June 30, 2011, 2010, and 2009, the Company sold Norchem product
valued at $5,575, $4,065, and $3,531, respectively. At June 30, 2011 and 2010, rece1vables from Norchem totaled $576 and $747, respectlvely

Prior to our Yonvey business combination, Yonvey’s predecessor had- entered into a lending agreement with the remaining minority stockholder. At June 30, 2011_and 2010,
$1,086 and $849, respectively, remained payable to Yonvey from this related party.

(24) Operating Segments
Operating segments are based upon the Company’s management reporting structure and include the following six reportable segments:” -
o GMI — a manufacturer of silicon metal and silicon-based alloys located in the United States. '

s Globe Metais — a distributor of silicon metal manufactured in Brazil. This segment includes the historical Brazrhan manufacturmg operatlons comprised of a manufacturing
plant in Breu Branco, mining operations, and forest reserves; which were sold on November 5, 2009.

* Globe Metales — a manufacturer of silicon-based alloys located in Argentina.
« Solsil — a manufacturer of upgraded metallurgical grade silicon metal located in the United States.
« Corporate — general corporate expenses, investments, and related investment income.

« Other — operations that do not fit into the above teportable segments and are immaterial for purposes of separate disclosure. The operating segments include Yonvey ’s
electrode production operations and certain other distribution operations for the sale of silicon metal and silicon-based alloys.

Each of our reportable segments distributes its products‘in both its country of domicile, as well as to other international customers. The following presents the Company ’s
consolidated net sales by product line for the years ended:

- » 2011 2010 2009
Silicon metal‘and silicon-baséd alloys ~ " i CRELLT LT S UGt SR 06 < 444,855 398,927
Other, primarily by-products 57,657 27,803 27,364
Total 2 e S ' i $ 641,863 472,658 426,291
a. Segment Data
Summarized financial information for our reportable segments as of, and for, the years ended June 30, 2011, 2010, and 2009 are shown in the following tables:
2011
Depreciation . Income (Loss)
i and Operating Interest Interest Before Capital
Net Sales Amortization  Income (Loss) Income Expense (1) Income Taxes - Total Assets Expenditures

GMI $ 549,418, 20,430 103,685 5 1,775 102,240 384,495 31,061
Globe Metais 15,421 - 397 - - 398 294 -
Globe Metales 62,321 © oo 1634 . 13197 T 1,050 12,669 . 82,751 1,023
Solsil 9,420 488 8670 - e - 8670 29091 165
Corporate S - 426 . .(29,606) 816 FUTE0 T (30,086 T 403,177 - 1,226
Other 32,325 2 077 31 1 511 428 43, 317 1,564
Eliminations (27,042) - (1,604) (608) (608) (1,605) (264,956) -
‘ $ 641,863 25,055 94,770 S o214 3,198 92,714 678,269 35,039
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2010

- Depreciation : : . Income (Loss) .
and Operating Interest Interest Before ' Capital
) Net Sales Amortization Income (Loss) Income Expense (1) Income Taxes Total Assets _Expenditures
GMI "= o § 358079 ¢ it 15,812 41,126 . s 2 . 2368 0 39107 . 324680, . 18971
Globe Metais 62,126 ; 776 - 5263 - 178 . 8579 8,192 208
Globe Metales . .. ..48959: . ... .1,820 10073 . s L. 10069 7L7900 T Tk g
Solsil 200 k08 (1,375) - (405 3056 (1410
Corporate - 122 2,815 - 619 2836 0 (415184 1273
Other ‘ 12,557 1,634 4.273) 6 (5036) 41,508 2,863
Bliminations " '(0.283) < T esy ey B A ). Y ) R
‘ $ 472,658 20,672 54286 318 54,807 607,145 22,901
2009 B
Depreciation ) Income (Loss)
and Operating Interest Interest Before ) Capital
. Net Sales Amortization  Income (Loss) Income Expense (1) Income Taxes Total Assets Expendifures
GMI $ 277,466 12,300 47,347 ) 60 2,688 - 46,627 230463 29,424
Globe Metais 95,096 2,588 14,602 .40 2,061 15,065 74,975 3,466
Globe Metales . 50,731 2,401 14,949 C = 14560 0 13,998 64,064 481
Solsil 2,202 1,171 (79,797) - (54 (79,643) 31,834 11,244
Corporate - 38 (21,397) 477 334, 20,771) " 287,995 138
Other ] 18,140 1,309 (6,386) 3 o 843 _(6,857) 39,844 6,684
Eliminations (17,3449 - (2,194) (281) @8y (2,194 (255,895) } -
$ 426,291 19,807 (32,876) 729 6,947 (33,775) 473,280 51,437

1 — Net of capitalized interest,

The accounting policies of our operating segments are the same as those disclosed in note 2 (Summary of Significant Accounting Policies). We evaluate segment performance
principally based on operating income (loss). Intersegment net sales are not material.

b. Geographic Data

Net sales are attributed to geographic regions based upon the location of the selling unit. Net sales by geographic region for the years ended June 30, 2011, 2010, and 2009
consist of the following:

. 2011 2010 2009
United States o o $ 574,181 407,455 331,095
Argentina , - N 54,695 42,101 41,045
Brazil o - . 12,820 . 42,923
China 899 592 3,602
Poland . ) N ) 12,088 _ -9,690 7,626

Total §_ 641,863 472,658 426,291

Long-lived assets by geographical region at June 30, 2011, 2010, and 2009 consist of the following:

2011 2010 2009

United States ' : $ .. 22455 - 211,876 180,392
Argentina » A 31,054 31,665 32,515
Brazil . , o Ey Vo . 29,760
China , , 127,524 27,428 27,060
Poland T o 823 800 . 839

Total $ 283,957 271,769 270,566

Long-lived assets consist of property, plant, and equipment, net of accumulated depreciation and amortization, and goodwill and other intangible assets.
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¢.-Major Customer Data

The following is a summary of the Company’s major customers and their respective percentages of consolidated net sales for the years ended June 30, 2011, 2010, and 2009:

2011 2010
Dow Coming . k SU30%.
All other customers 70
- ;;l"otal s RO T - .::100%}’,‘_‘/

The majority of sales to Dow Corning for the year ended June 30, 2011 are associated with Dow Corning’s 49% ownership interest in WVA LLC. In addition, the Company
maintained a four year arrangement in which Dow Corning was to purchase 30,000 metric tons of silicon metal per calendar year through December 31, 2010. This contract was
amended in November 2008 to provide for the sale of an additional 17,000 metric tons of silicon metal to be purchased in calendar year 2009. The contract was further amended
in connection with the Dow Corning transactions discussed in note 3 to reduce the amount required to be sold in calendar year 2010 to 20,000 metric tons of silicon metal. In
December 2010, the Company agreed to pay $4,276 to Dow Corning to settle certain remaining sales obligations under this contract. The settlement cost was recorded in cost of
goods sold in December 2010. Sales to Dow Corning are included in the GMI segment.




(25) Parent Company Condensed Financial Information

As discussed in note 12 (Debt), certain of the Company’s subsidiaries have revolving credit agreements outstanding as of June 30, 2011 and 2010, which places restrictions on
dividend and other equity distributions. As their restricted net assets represent a significant portion of the Company ’s consolidated net assets, and the Company has guaranteed
certain obligations of its operating subsidiaries, the Company is presenting the following parent company only condensed financial information:

GLOBE SPECIALTY METALS, INC.
(Parent Company Only)
Condensed Balance Sheets
June 30, 2011 and 2010

2011 2010

Assets

13470
14,670

Dug from affiliates "
Other assets

. Accounts payable
- Due to-affiliates: © * 0 L

Accrued expenses and other current
" Total current liabilities
Long-term liabilities:

Other long.erm liablites
.. Total lsbilities """
Stockholders’ equity: .~
' stock, $0.0001 par value: Authorized, 150

289,614 and 74,421,826 shares af June'

. issued; 75,

390,354

38,761

Accu . a438)
o 1and 2010; respectively g @ @
v Total G]Qbe Specihlty »Meta]s, Ihc:_stocicl;olders_' equity 477,209 424,680
 Noncontrolling interest . - . -+ + i 238067 34,149
.. Total stockholders equity 515,276 458,829

. Total liabilities and stockholders” equity . - (542717 - 481465
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GLOBE SPECIALTY METALS, INC.
: (Parent Company Only)
Condensed Statements of Operations
Years ended June 30, 2011, 2010, and 2009

2011 2010 2009
Equity in income (loss) from operating subsidiaries, net of tax $ "45,007 50,929 - (43,842)
Dividend income from operating subsidiaries B R 29,623 5,895 . 12,769
Selling, general, and administrative expenses " - (23,397) - . - (18393) ... . (22,786)
Restructuring charges - - 95)
Interest income 745 - 5400 224
Interest expense @ G
Foreign exchange (loss) gain 613) o
Other income L , . >
.- ‘Income (loss) before benefit from (provision for) income taxes, - 50,900

Benefit from (provision for) income taxes 5,826

© " Net income (loss) R o 56726 34,

- (Income) losses attributable to noncontrolling interest, net of tax (3,918) '
= . Net income (loss) attributable to Globe Specialty Metals, Inc. v o $.__ 52808~
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Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) income ‘to net cash (used in) provided by operating activities:

Equity in (income) loss from operating submdxanes
«/iDepreciation and:amortization - ' -+
Share-based compensation
" “Deferred taxes .
A Changes in operating assets and liabilities:
. Due from affiliatés :
. Prepaid expenses and other current assets
© - “Accounts.payable’
 Due to affiliates
. Accrued expenses and other current liabilities  ;
Other operatmg cash flows
: Net cash (used. 1n) provlded by operatmg actmtxes
Cash ﬂows from mvestmg act1v1t|es
7 Capital expenditures, - -
_Sale of businesses )
“ Acquisition of businesses . ¢
Working capital adjustments ﬁ'om acqulsmon of businesses
Held-to-maturity treasury securities -
. Net investments in operating subsndlanes
‘..... Loans to, operating subsidiaries.,
Notes receivable from Solsil, Inc
. Other investing activities. -

Net cash used in mvestmg actwmes
Cash flows from financing activities: :
Dividend payment
- Sale of “noncontrolling interest
_Sale of common stock
Proceeds from warrants exercised
Proceeds from UPOs exercised
Proceeds from stock optlon exercises -
Other financing activities

Net cash prov1ded by (used in) financing actlvmes
Net increase (decrease) in cash and cash equivalents
Cash and cash equwalents at begmmng of year

Cash and cash equivalents at end of year

GLOBE SPECIALTY METALS, INC.
(Parent Company Only)
Condensed Statements of Cash Flows
Years ended June 30, 2011, 2010, and 2009

2011 2010 2009

8. 56726 34268 ,(45 384)

(45,007) (50,929) 43,842

404 122 38

4,332 5,712 6,395

900 (1,188) (3,174)

4,537 (11,474) (2;392)

(4 391) (3 028) (5.336)

37400 . = H937)

(2 956) 4,443

CAsl (661) 1,315

1,381 (28 757) 2,142

16,781 " (52,655) 952

(21 -0 (1,273 ©(138)

2,500 77,691 -

T = s T(5495T) -

1,985 - -
Lo - 2,987

- | (49,882) (32,466)

- . (11,120) L.

4,364 (39,541) (29,617)

(11,269) - -

- 97,917 -

- 36,456 -

- 1,287 833

- 210 -

5,214 616 -

- (1,387) (1,185)

(6,055) 135,099 (352)

15,090 42,903 (29,017)

72,491 29,588 58,605

.3 87,581 72,491 29,588
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(26) Subsequent Events

On July 28, 2011, the Company completed its acquisition of certain coal mining properties and operations pursuant to Membership Interest Purchase Agreements and Purchase
Agreement dated May 27, 2011 (the Purchase Agreements) for $73.2 million plus an additional $6.8 million that could be payable pursuant to an earn -out payment upon the
achievement of certain operational conditions. The Company financed the acquisition with $55.0 million of bank debt.

The Company has evaluated subsequent events through the date these financial statements were issued.
(27) Unaudited Quarterly Results

Unaudited quarterly results for the years ended June 30, 2011 and 2010 were as follows:

First Second - Third Fourth

Quarter Quarter Quarter Quarter
' (Unaudlted) '

2011 T S
Net sales , 8 137,352 B 155 775 , ) 175,934
Operating income > 57 L L 8228 A iR02200% i 29,560
Net income attributable to Globe Spemalty Metals Inc S o o 2,162 11,708 15,545
Basic eamings per common share SRt e ) T 0.03 .. 016 021 :
Diluted earnings per common share ; L ) i - 0.03 0.15 - 0.20
2010 - P e A e SR e e . . . FTRrr. e e .o - . R o .
Netsales - o BT L Sl $ 105458 - 108278
Operating income i e . e L 12326 30,466
Net income attributable to Globe Specialty Metals, Inc. .~ .. . . - o saa 18,534
Basic earnings per common share L 0.12 0.25
Diluted earnings per common share ;2 : ) ) 012, 5025
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Exhibit Index

Exhibit
Number Description of Document

2.1 Purchase Agreement, dated as of November 5, 2009, by and between Dow Comning Corporation and GSM ) -

22 Purchase and Sale Agreement dated as of March 26, 2010, by and among Globe Metals Enterprises, Inc., Core Metals Group Holdings LLC and each of the Sellers
named therein (6)

23 Membership Interest Purchase Agreement dated May 27, 2011 by and among NGPC Asset Holdings I, LP,NGP Capital Resources Company and Globe BG, LLC
relating to Alden Resources Inc. (7)

2.4 Membership Interest Purchase Agreement dated May 27, 2011 by and among NGPC Asset Holdings IT, LP,NGP Capital Resources Company and Globe BG, LLC
relating to Gatliff Services, Inc. (7) : :

2.5  Purchase Agreement dated May 27, 2011 by and among NGP Capital Resources Company, Globe BG, LLC and Globe Specialty Metals, Inc. regarding The Overriding
Royalty Interests (7) :
Articles of Incorporation and Bylaws

3.1  Amended and Restated Certificate of Incorporation (1)

32 Certificate of Amendment to the Amended and Restated Certificate of Incorporation (¢

3.3 Amended and Restated Bylaws (2)
Instruments Defining the Rights of Security Holders, Including Indentures

4.1  Third Amended and Restated Credit Agreement dated as of March 30, 2011, by and among GMI, Tennessee Alloys Company LLC, and GSM Sales, Inc., as

borrowers, Alabama Sand and Gravel, Inc. and Laurel Ford Resources, Inc., as subsidiary guarantors, GSM, as Parent, the lender parties thereto, and Societe Generale,
as Administrative Agent, Issuing Bank, Swingline Lender and Collateral Agent and SG Americas Securities LLC, as Sole Arranger (3)

We are a party to other instruments defining the rights of holders of long-term debt. No such instrument authorizes an amount of securities in excess of 10 percent of the
total assets of'the company and its subsidiaries on a consolidated basis. We agree to furnish a copy of each such instrument to the Commission on request.

Material Contracts

10.1  Amended and Restated Limited Liability Company Agreement of WVA Manufacturing, LLC, dated as of November 5, 2009, by and among WVA Manufacturing, LLC,

GSM, GSM Alloys I, Inc., GSM Alloys I, Inc., Dow Corning Enterprises, Inc. and Dow Corning Corporation. (5)

102 Output and Supply Agreement, dated as of November 5, 2009, by and among WVA Manufacturing, LLC, Dow Corning Corporation, Globe Metallurgical Inc., and

GSM. (5)
Management Contracts and Compensatory Plans

103 2006 Employee, Director and Consultant Stock Option Plan (1)
104 Amendments to 2006 Employee, Director and Consultant Stock Option Plan (8)

10.5 2010 Annual Executive Bonus Plan (9)
10.6  Chief Financial Officer and Chief Legal Officer Annual Bonus Plan (10)
+10.7  Framework for the 2011 Annual Executive Long Term Incentive Plan (11) )
10.8  Employment Agreement, dated January 27, 2011, between GSM and Alan Kestenbaum 11
10.9  Employment Agreement, dated May 26, 2008, between GSM and Jeff Bradley (1)
10.10  Amendment to Employment Agreement, dated October 27, 2010, between GSM and Teff Bradley (8)
10.11  Employment Agreement, dated July 5, 2011, between GSM and Jeff Bradley t
10.12  Employment Agreement, dated September 21, 2008, between GSM and Malcolm Appelbaum (4)
10.13  Employment Agreement, dated June 20, 2008, between GSM and Stephen Lebowitz )
10.14  Amendment to Employment Agreement, dated October 27, 2010, between GSM and Stephen Lebowitz (8)

21.1  Subsidiaries (9)

311 Certification of Principal Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

312  Certification of the Principal Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

321 Certification of the Principal Executive Officers and Principal Financial Officer Pursuant to 18 U.S.C. 1350, as adopted Pursuant to Section 906 of the Sarbanes-Oxley

AW

\© 00 ~J A\ th

Act 0f 2002 ¥

Filed herewith.

Incorporated by reference to the exhibit with the same designation filed with the Company’s registration statement on Form S-1 (Registration No. 333-152513) filed on July 25,
2008. ’

Incorporated by reference to the exhibit with the same designation filed with Amendment No. 1 to the Company’s registration statement on Form S-1 (Registration No. 333-
152513) filed on November 4, 2008.

Incorporated by reference to exhibit 10.1 filed with the Company’s Form 8-K filed on April 5, 2011.

Incorporated by reference to the exhibit with the same designation filed with Amendment No. 3 to the Company’s registration statement Form S-1 (Registration Statement
No. 333-152513) filed on July 16, 2009.

Incorporated by reference to the exhibit with the same designation filed with the Company’s Form 8-K filed on November 12, 2009.

Incorporated by reference to the exhibit with the same designation filed with the Company’s Form 8-K filed on April 1, 2010.

Incorporated by reference to exhibits to the Company’s Form 8-K filed on June 3, 2011.

Incorporated by reference to exhibits to the Company’s Form 10-Q filed on February 11, 2011.

Incorporated by reference to exhibit to the Company’s Form 10-K filed on September 28, 2010.

10 Incorporated by reference to exhibit to the Company’s Form 10-Q filed on November 12, 2010.
11 Incorporated by reference to exhibits to the Company’s Form 10-Q filed on May 12, 2011.
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Officers Directors

Alan Kestenbaum Alan Kestenbaum :

Executive Chairman -Executive Chairman of Globe Specialty Metals, Inc.
Jeff Bradley Donald Barger |
Chief Executive Officer Retired Executive Vice President and

Chief Financial Officer YRC Worldwide Inc.

Malcolm Appelbaum Thomas Danjczek
Chief Financial Officer President

Steel Manufacturers Association

Stephen Lebowitz Stuart E. Eizenstat
" Chief Legal Officer Partner

Covington & Burling LLP

Franklin Lavin
Chairman of the Public Affairs Practice Asia-Pacific
Edelman

Stockholder Return Performance Graph

The following graph compares the change in the cumulative total stockholder return on

our common stock during the period from July 29, 2009 (the first day our stock began trading on
the NASDAQ) through June 30, 2011 (the end of our fiscal year), with the cumulative total
return on the S&P SmallCap 600 Index and S&P Metals and Mining Index. The comparison
assumes that $100 was invested on July 29, 2009 in our common stock and in each of the
foregoing indices and assumes reinvestment of dividends, if any.
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Comparison of Cumulative Total Return Since IPO™
Among Globe Specialty Metals, S&P SmallCap 600 Index and S&P Metals & Mining index

T H 1 1 T T T 1

7/1/08 9/1/09 11/1/09 1/1/10 3/1/10 5/1/10 7/1/10 9}1/10 11/1/10 1/1/11 371/11 5/1/11

—4—Globe Specialty Metals  «@=-S&P SmallCap 600 Index === S&P Metals & Mining Index

*$100 invested on 7/29/09 in stock or index, including reinvestment of dividends.




Corporate Headquarters

Globe Specialty Metals, Inc.
One Penn Plaza, Suite 4125
250 West 34™ Street

New York, NY 10119
Phone: 212-798-8122
www.GLBSM.com
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Arent Fox LLP
1050 Connecticut Avenue, N.W.
Washington, DC 20036-5339
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KPMG LLP

191 W. Nationwide Blvd.
Suite 500

Columbus, Ohio 43215

Transfer Agent

Computershare Trust Company, N.A.
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Annual Meeting

Globe Specialty Metals, Inc. will hold its-annual meeting of stockholders on Wednesday, November 30,
2011 at 10:00 a.m. at One Penn Plaza, 250 West 34th Street New York, New York 10119.

Stock Information

Globe Specialty Metals, Inc. is listed on the NASDAQ Global Select Market under the symbol “GSM.”

Form 10-K

A copy of our Annual Report on Form 10-K, including the financial statements and the financial
statement schedules, filed in August 2011 with the U.S. Securities and Exchange Commission, may
be obtained without charge to each person solicited upon the written request of any such person by
writing to the Corporate Secretary at One Penn Plaza, 250 West 34th Street, Suite 4125, New York,
NY 10119. '
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