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Item 1. Financial Statements
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GLOBE SPECIALTY METALS, INC. AND SUBSIDIARY COMPANIES

Condensed Consolidated Balance Sheets
March 31, 2012 and June 30, 2011
(In thousands, except share and per share amounts)

(Unaudited)
March 31, June 30,
2012 2011
ASSETS
Current assets:
Cash and cash equivalents $ 140,655 166,208
Accounts receivable, net of allowance for doubtful accounts of $957
and $715 at March 31, 2012 and June 30, 2011, respectively 72,385 60,871
Inventories 111,656 109,292
Prepaid expenses and other current assets 27,808 27,876
Total current assets 352,504 364,247
Property, plant, and equipment, net of accumulated depreciation, depletion and
amortization 333,737 229,977
Goodwill 53,715 53,503
Other intangible assets 4717 477
Investments in unconsolidated affiliates 9,036 8,640
Deferred tax assets 304 217
Other assets 26,782 21,208
Total assets $ 776,555 678,269
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 39,331 39,947
Current portion of long-term debt 22,222 -
Short-term debt 1,403 1,094
Revolving credit agreements 12,000 12,000
Accrued expenses and other current liabilities 29,870 34,475
Total current liabilities 104,826 87,516
Long-term liabilities:
Revolving credit agreements 39,989 34,989
Long-term debt 27,778 -
Deferred tax liabilities 25,347 23,264
Other long-term liabilities 27,681 17,224
Total liabilities 225,621 162,993
Commitments and contingencies (note 11)
Stockholders’ equity:
Common stock, $0.0001 par value. Authorized, 150,000,000 shares;
issued, 75,331,310 and 75,289,614 shares at
March 31, 2012 and June 30, 2011, respectively 8 8
Additional paid-in capital 405,007 399,900
Retained earnings 111,043 80,300
Accumulated other comprehensive loss (2,347) (2,995)
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Treasury stock at cost, 282,437 shares at March 31, 2012 and June 30, 2011 4 4)
Total Globe Specialty Metals, Inc. stockholders’
equity 513,707 477,209
Noncontrolling interest 37,227 38,067
Total stockholders’ equity 550,934 515,276
Total liabilities and stockholders’ equity $ 776,555 678,269

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

Condensed Consolidated Income Statements
Three and nine months ended March 31, 2012 and 2011
(In thousands, except per share amounts)

(Unaudited)
Three Months Ended Nine Months Ended
March 31, March 31,
2012 2011 2012 2011
Net sales $ 173,437 172,802 $ 513,846 465,929
Cost of goods sold 139,408 121,621 396,506 361,722
Selling, general, and administrative expenses 13,979 14,396 43,096 38,920
Research and development 100 32 103 77
Business interruption insurance recovery - - (450) -
Gain on sale of business - - 54) -
Operating income 19,950 36,753 74,645 65,210
Other income (expense):
Interest income 129 24 145 83
Interest expense, net of capitalized interest (1,698) (521) (4,545) (2,210)
Foreign exchange (loss) gain (191) 125 825 (251)
Other income 48 94 408 644
Income before provision for income taxes 18,238 36,475 71,478 63,476
Provision for income taxes 5,972 12,982 23,530 23,479
Net income 12,266 23,493 47,948 39,997
Income attributable to noncontrolling interest, net of
tax (653) (100) (2,198) (2,734)
Net income attributable to Globe Specialty
Metals, Inc. $ 11,613 23,393 $ 45750 37,263
Weighted average shares outstanding:
Basic 75,049 75,078 75,035 74,922
Diluted 76,617 76,868 76,639 76,574
Earnings per common share:
Basic $ 0.15 0.31 $ 0.6l 0.50
Diluted 0.15 0.30 0.60 0.49
Cash dividends declared per common share - - 0.20 0.15

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

Condensed Consolidated Statement of Changes in Stockholders’ Equity
Nine months ended March 31, 2012
(In thousands)
(Unaudited)

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 (Loss) Income at Cost Interest Income Equity

Balance
at
June
30, 75,290
2011 $ 8 399,900 80,300 (2,995) 4 38,067 515,276
Share-based
compensédtion — 1,814 — — — — 1,814
Stock
option
exercise38 — 195 — — — — 195
Sale
of
noncontrolling
interest — — 210 — — — — 210
Cash (15,007)
dividend — — — — — — (15,007)
Solsil
shares
purchased— — 2,888 — — — (3,038) (150)
Comprehensive
income:

Foreign

currency

translation

adjustment — — — 686 — — 686 686
Unrealized

loss

on

available-for-sale

securities,

net

of

tax — — — — (38) — — (38) (38)
Net

income — — — 45,750 — — 2,198 47,948 47,948

Total 48,596 48,596

comprehensive



income
Balance
at
March
31, 75,332
2012

$

8
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111,043
405,007 (2,347) 4 37,227

See accompanying notes to condensed consolidated financial statements.

48,596

550,934
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GLOBE SPECIALTY METALS, INC. AND SUBSIDIARY COMPANIES

Condensed Consolidated Statements of Cash Flows
Nine months ended March 31, 2012 and 2011
(In thousands)

(Unaudited)
Nine Months Ended
March 31,
2012 2011
Cash flows from operating activities:
Net income $ 47,948 39,997
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 23,990 18,350
Depletion 494 -
Share-based compensation 1,814 3,875
Gain on sale of business 54) -
Deferred taxes 2,775 8,580
Changes in operating assets and liabilities:
Accounts receivable, net (11,036) (5,583)
Inventories (1,496) (14,752)
Prepaid expenses and other current assets (4,798) (2,426)
Accounts payable (5,351) (3,246)
Accrued expenses and other current liabilities (1,343) (2,323)
Other (5,272) 201
Net cash provided by operating activities 47,671 42,673
Cash flows from investing activities:
Capital expenditures (38,325) (26,776)
Acquisition of business, net of cash acquired of $5 and $0, respectively (73,194) -
Sale of businesses, net of cash disposed of $0 and $0, respectively - 2,500
Working capital adjustments from acquisition of businesses, net - (2,038)
Other investing activities - (16,935)
Net cash used in investing activities (111,519) (43,249)
Cash flows from financing activities:
Borrowings of long-term debt 50,000 -
Payments of long-term debt - (17,002)
Borrowings of short-term debt 1,048 4,196
Payments of short-term debt (739) (11,731)
Borrowings on revolving credit agreements 8,000 35,989
Payments on revolving credit agreements (3,000) (5,000)
Dividend payment (15,007) (11,269)
Proceeds from stock option exercises 195 4,989
Other financing activities (2,149) (869)
Net cash provided by (used in) financing
activities 38,348 (697)
Effect of exchange rate changes on cash and cash equivalents (53) (443)
Net decrease in cash and cash equivalents (25,553) (1,716)
Cash and cash equivalents at beginning of period 166,208 157,029
Cash and cash equivalents at end of period $ 140,655 155,313

10
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Supplemental disclosures of cash flow information:

Cash paid for interest, net of capitalized interest $ 3,302
Cash paid for income taxes, net of refunds totaling $1,954 and $534,
respectively 21,144

See accompanying notes to condensed consolidated financial statements.

1,685

4,442
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GLOBE SPECIALTY METALS, INC. AND SUBSIDIARY COMPANIES

Notes to Condensed Consolidated Financial Statements
Three and nine months ended March 31, 2012 and 2011
(Dollars in thousands, except per share amounts)
(Unaudited)

(1) Organization and Business Operations

Globe Specialty Metals, Inc. and subsidiary companies (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.

(2) Summary of Significant Accounting Policies
a. Basis of Presentation

In the opinion of the Company’s management, the accompanying condensed consolidated financial statements include
all adjustments necessary for a fair presentation in accordance with accounting principles generally accepted in the
United States of America (U.S. GAAP) of the results for the interim periods presented and such adjustments are of a
normal, recurring nature. The accompanying condensed consolidated financial statements should be read in
conjunction with the Company’s Annual Report on Form 10-K for the fiscal year ended June 30, 2011. There have
been no material changes to the Company’s significant accounting policies during the nine months ended March 31,
2012.

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 condensed consolidated financial statements and related notes.
Significant estimates and assumptions in these condensed consolidated financial statements include the valuation of
inventories; the carrying amount of property, plant, and equipment; estimates of fair value associated with accounting
for business combinations; goodwill and long-lived asset impairment tests; estimates of fair value of investments;
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; and the determination of the fair value of
share-based compensation involving assumptions about forfeiture rates, stock volatility, discount rates, and expected
time to exercise. During interim periods, provision for income taxes is recognized using an estimated annual effective
tax rate. Due to the inherent uncertainty involved in making estimates, actual results could differ from these estimates.

c. Revenue Recognition

Revenue is recognized in accordance with Financial Accounting Standards Board (FASB) ASC Topic 605, Revenue
Recognition, 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

12
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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. 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
Useful Lives
Asset type:

20 to

Land improvements and land use rights 36 years
35to

Buildings 40 years
S5to

Manufacturing equipment 25 years
10 to

Furnaces 20 years
2to

Other 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.

Costs for mineral properties and mine development incurred to expand capacity of operating mines or to develop new
mines are capitalized and charged to operations as the estimated tonnage of minerals are removed. Mine development
costs include costs incurred for site preparation and development of the mines during the development stage.

e. Accounting Pronouncements to be Implemented

In June 2011, the FASB issued Accounting Standards Update No. 2011-05, Comprehensive Income (Topic 220):
Presentation of Comprehensive Income (ASU 2011-05). The objective of this amendment is to increase the
prominence of other comprehensive income in the financial statements. The amendments require entities to report
components of net income and the components of other comprehensive income either in a continuous statement of
comprehensive income or in two separate but consecutive statements. Additionally, the amendments in ASU 2011-05
require an entity to present on the face of the financial statements reclassification adjustments for items that are
reclassified from other comprehensive income to net income in the statement(s) where the components of net income
and the components of other comprehensive income are presented. In December 2011, the FASB issued Accounting
Standards Update No. 2011-12, which deferred the specific requirements related to the presentation of reclassification
adjustments. This amendment is effective for fiscal years, and interim periods within those years, beginning after
December 15, 2011. We expect the adoption of this ASU will affect financial statement presentation only.

In September 2011, FASB issued Accounting Standards Update No. 2011-08, Testing Goodwill for Impairment
(ASU 2011-08), which amends the guidance in ASC 350-20. The amendments in ASU 2011-08 provide entities with
the option of performing a qualitative assessment before performing the first step of the two-step impairment test. If
entities determine, on the basis of qualitative factors, it is not more likely than not that the fair value of the reporting
unit is less than the carrying amount, then performing the two-step impairment test would be unnecessary. However, if
an entity concludes otherwise, then it is required to perform the first step of the two-step impairment test by

13
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calculating the fair value of the reporting unit and comparing the fair value with the carrying amount of the reporting
unit. If the carrying amount of a reporting unit exceeds its fair value, then the entity is required to perform the second
step of the goodwill impairment test to measure the amount of the impairment loss, if any. ASU 2011-08 also provides
entities with the option to bypass the qualitative assessment for any reporting unit in any period and proceed directly
to the first step of the two-step impairment test. ASU 2011-08 is effective for interim and annual periods beginning
after December 15, 2011 but early adoption is permitted. The Company does not expect material financial statement
implications relating to the adoption of this ASU.

(3) Business Combinations and Divestitures
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. The transfer process was subject to regulatory approvals, which approvals have
been received. The transfer of the licenses is complete and the Company may now begin to execute its operational
plans.

14
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Alden Resources LLC:

On July 28, 2011, the Company, pursuant to three Membership Interest Purchase Agreements dated as of May 27,
2011 (the Purchase Agreements), purchased from NGPC Asset Holdings II, LP, NGP Capital Resources Company,
and all other parties named in the Purchase Agreements 100% of the membership interest of Alden Resources, LLC
(Alden) and Gatliff Services, LLC (Gatliff), as well as certain royalty interests held by NCP Capital Resources
Company, for $73,200 plus an additional $6,800 that could be payable to NGP Capital Resources Company pursuant
to an earn-out payment upon the achievement of certain financial results and operational metrics. The Company
financed the acquisition with $55,000 of bank debt and $18,200 of cash. In connection with the bank debt, the
Company entered into an interest rate swap effective from August 12, 2011 on a $37,500 notional amount. Alden is
North America’s leading miner, processor and supplier of specialty metallurgical coal to the silicon and silicon-based
alloy industries and also supplies thermal coal to the power industry. The acquisition was made in order to secure a
stable, long-term and low-cost supply of specialty metallurgical coal, a key ingredient in the production of silicon
metal and silicon-based alloys. The Company is in the process of finalizing the purchase price allocation. The results
of the businesses acquired are included in the GMI operating segment.

(4) Inventories

Inventories comprise the following:

March
31, June 30,
2012 2011
Finished goods $ 39,761 29,570
Work in process 2,345 2,078
Raw materials 58,417 67,213
Parts and supplies 11,133 10,431
111,656 109,292

Total $
At March 31, 2012, $104,477 in inventory is valued using the first-in, first-out method and $7,179 using the average
cost method. At June 30, 2011, $102,478 in inventory is valued using the first-in, first-out method and $6,814 using
the average cost method.
(5) Property, Plant, and Equipment

Property, plant, and equipment, net of accumulated depreciation, depletion and amortization, comprise the following:

March 31, June 30,

2012 2011

Land, land improvements, and land use rights $ 7,910 6,907
Building and improvements 60,296 43,076
Machinery and equipment 134,536 93,891

136,177
Furnaces 144,583
Mineral reserves 61,769 —
Other 4,622 3,993
Construction in progress 24,462 23,743

307,787

Property, plant, and equipment, gross 438,178

15
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(104,441)
Less accumulated depreciation, depletion and amortization (77,810)
Property, plant, and equipment, net of accumulated depreciation, depletion and 229,977
amortization $333,737

Depreciation, depletion and amortization expense for the three months and nine months ended March 31, 2012 was
$8,552 and $24,484, of which $8,361 and $23,909 is recorded in cost of goods sold and $191 and $575 is recorded in
selling, general, and administrative expenses, respectively. Depreciation, depletion and amortization expense for the
three months and nine months ended March 31, 2011 was $6,366 and $18,350, of which $6,187 and $17,812 is
recorded in cost of goods sold and $179 and $538 is recorded in selling, general, and administrative expenses,
respectively.

Capitalized interest for the three months and nine months ended March 31, 2012 was $1 and $24, respectively.
Capitalized interest for the three months and nine months ended March 31, 2011 was $0 and $15, respectively.

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

Changes in the carrying amount of goodwill, by reportable segment, during the nine months ended March 31, 2012 are
as follows:

Globe
GMI  Metales  Solsil Other Total

Goodwill $ 31,529 14313 57,656 7,661 111,159
Accumulated impairment loss — —(57,656) —(57,656)
Balance at June 30, 2011 31,529 14,313 — 7,661 53,503
Foreign exchange rate changes — — — 212 212
Goodwill 31,529 14,313 57,656 7,873 111,371
Accumulated impairment loss — —(57,656) —(57,656)
Balance at March 31, 2012 $31,529 14,313 — 7,873 53,715

b. Other Intangible Assets

There were no changes in the value of the Company’s indefinite lived intangible assets during the nine months ended
March 31, 2012 and 2011.

c. Annual Impairment Tests

The Company performed its annual goodwill and indefinite lived intangible asset tests during the third quarter of
fiscal year 2012. No adjustments to the carrying amount of these assets were required.

16
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(7) Debt
a. Short-Term Debt

Short-term debt comprises the following:

Weighted
Outstanding Average Unused
Interest Credit
Balance Rate Line
March 31, 2012:
Type debt:
Export financing $ 1,014 7.00% $ 8,255
Other 389 8.00% —
Total $ 1,403 $ 8,255
June 30, 2011:
Type debt:
Export financing $ 731 275% $ 8,310
Other 363 8.00% —
Total $ 1,094 $ 8,310

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 receivable.

b. Revolving Credit Agreements

A summary of the Company’s revolving credit agreements at March 31, 2012 is as follows:

Weighted
Outstanding Average Unused Total
Interest
Balance Rate Commitment Commitment
Senior credit facility $ 39,989 249% $ 47,908 90,000
Revolving credit facility 12,000 2.49% 8,000 20,000

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 a minimum fixed charge coverage ratio and a maximum
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annual capital expenditure level, both of which are only applicable if availability under the senior credit facility is
below minimum levels specified in the credit agreement. The Company was in compliance with the loan covenants at
March 31, 2012.

At March 31, 2012, there was a $39,989 balance outstanding on the senior credit facility. The total commitment
outstanding on this credit facility includes $440 outstanding letters of credit associated with supplier contracts, a
$1,363 outstanding letter of credit associated with a power supply contract, and $300 outstanding letters of credit
associated with economic development.

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.

On October 1, 2010, the Company entered into a $15,000 revolving 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. On March 5, 2012, the Company entered into an agreement to amend the Company’s existing revolving
credit facility. The amended agreement provides for a $20,000 revolving credit facility. Total borrowings under this
revolving credit facility were $12,000 at March 31, 2012. 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, a 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 March 31, 2012.

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 June 30, 2013.

See note 8 (Derivative Instruments) for a discussion of derivative financial instruments entered into to reduce the
Company’s exposure to interest rate fluctuations on outstanding debt.

c. Long-Term Debt

Long-term debt comprises the following:

March
31, June 30,
2012 2011
Term loan $ 50,000 —
Less current portion of long-term debt (22,222) —
Long-term debt, net of current portion $ 27,778 —

Term Loan — The Company’s subsidiary, GBG Holdings, LLC, entered into a three-year term loan in an aggregate
principal amount of $50,000 during July 2011. Interest on the term loan accrues at LIBOR plus an applicable margin
percentage. Principal payments are due in quarterly installments of approximately $5,556, commencing on June 30,
2012, and the unpaid principal balance is due in full in June 2014, subject to certain mandatory prepayments. The
interest rate on this loan is 2.94% at March 31, 2012, which is equal to LIBOR plus an applicable margin. The term
loan is secured by substantially all of the assets of GBG Holdings, LLC and is subject to certain restrictive and
financial covenants, which include a minimum fixed charge coverage ratio, maximum leverage ratio, minimum
current ratio, minimum tangible net worth, minimum cash balance and maximum gearing ratio limits. The Company
was in compliance with the loan covenants at March 31, 2012.
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See note 8 (Derivative Instruments) for a discussion of derivative financial instruments entered into to reduce the
Company’s exposure to interest rate fluctuations on outstanding debt.

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 indicators or is short-term in nature.
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(8) 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 condensed consolidated income statement 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 debt obligations.

In connection with GMI’s senior credit facility and senior term loan (note 7), the Company entered into an interest rate
cap arrangement and three interest rate swap agreements to reduce our exposure to interest rate fluctuations.

In October 2008, the Company entered into an interest rate cap arrangement to cap LIBOR on a $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.

In 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 interest rate of 2.05% over the life
of the agreement. The agreement expires in June 2013.

In connection with GBG Holdings, LLC’s term loan (note 7), the Company entered into an interest rate swap
agreement to reduce our exposure to interest rate fluctuations.

In August 2011, the Company entered into an interest rate swap agreement involving the exchange of interest
obligations relating to a $37,500 notional amount of debt, with the notional amount decreasing by approximately
$4,167 per quarter, beginning in the first quarter of fiscal year 2013. Under the interest rate swap, the Company
receives LIBOR in exchange for a fixed interest rate of 0.42% over the life of the agreement. The agreement expires in
June 2014.

Foreign Currency Risk:
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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 may utilize derivative financial instruments, including
foreign exchange forward contracts, to manage a portion of its net foreign currency exposure. No foreign currency
derivative financial instruments are outstanding at March 31, 2012.

Commodity Price Risk:

The Company is exposed to price risk 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.

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 power required by our Niagara Falls, New York plant 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 condensed consolidated income statement is summarized in
the following table:

Gain (Loss) Recognized Gain (Loss) Recognized

During the Three
Months During the Nine Months
Ended March 31, Ended March 31, Location
2012 2011 2012 2011 of Gain (Loss)
Interest rate derivatives $ (103) 2D 3 (77) (186) Interest expense
Foreign
exchange (loss)
Foreign exchange forward contracts — — — (190) gain
Cost of goods
Power hedges (966) (71) (1,659) 99 sold

The fair values of the Company’s derivative instruments at March 31, 2012 are summarized in note 15 (Fair Value
Measures). The liabilities associated with the Company’s interest rate derivatives and power hedges of $154 and
$1,401, respectively, are included in other long-term liabilities.
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(9) 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 domestic employees. This plan was closed to new
participants in April 2009. The components of net periodic pension expense for the Company’s defined benefit pension
plans are as follows:

Three Months Ended Nine Months Ended
March 31, March 31,
2012 2011 2012 2011

Interest cost $ 391 359 $ 1,164 1,079
Service cost 26 29 77 86
Expected return on plan assets (392) (371) (1,303) (1,114)

Amortization of net loss 349 170 651 508

Net periodic pension expense $ 374 187 $ 589 559

The Company expects to make discretionary contributions of approximately $2,466 to the plans for the fiscal year
ending June 30, 2012, of which $1,911 has been contributed through March 31, 2012.

22



Edgar Filing: GLOBE SPECIALTY METALS INC - Form 10-Q

(10) Income Taxes

The provision for income taxes is based on the current estimate of the annual effective tax rate, adjusted as necessary
for quarterly events. In accordance with ASC Topic 740, Income Taxes — Accounting for Income Taxes in Interim
Periods, the Company’s quarterly effective tax rate does not reflect a benefit associated with losses related to certain
foreign subsidiaries. The effective tax rates for the nine months ended March 31, 2012 and 2011 were based on our
forecasted annualized effective tax rates, adjusted for discrete items that occurred within the respective periods.

The Company’s effective tax rate for the nine months ended March 31, 2012 was 32.9% compared to 37.0% for the
nine months ended March 31, 2011. The decrease in the effective tax rate is primary due to discrete items associated
with stock option exercises and reduced state tax expenses. The annual effective rate excluding discrete items is
33.6% for the nine months ended March 31, 2012.

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. 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.

The Company files a consolidated U.S. income tax return and tax returns in various state and local jurisdictions. Our

subsidiaries also file tax returns in various foreign jurisdictions. The Company’s principal jurisdictions include the
U.S., Argentina, Poland, and China. A number of years may elapse before a tax return is audited and finally resolved.

The 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, Poland from 2006 to present, and China from 2008 to present.

The Company regularly evaluates its tax positions for additional unrecognized tax benefits and associated interest and

penalties, if applicable. There are many factors that are considered when evaluating these tax positions including:

interpretation of tax laws, recent tax litigation on a position, past audit or examination history, and subjective

estimates and assumptions that have been deemed reasonable by management. However, if management’s estimates
are not representative of actual outcomes, the Company’s results could be materially impacted. There were no material
changes in the Company’s uncertain tax positions during the nine months ended March 31, 2012.

(11) Commitments and Contingencies
a. Legal Contingencies

The Company is subject to various lawsuits, investigations, claims, and proceedings that arise in the normal course of
business, including, but not limited to, 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.

Subsequent to March 31, 2012, the Company suspended its plans to build a silicon metal plant in Iceland. The
Company’s joint venture partner asserted that the Company’s actions constitute breaches of various agreements.
Management is of the opinion that the joint venture partner’s claims are without merit and the Company will prevail if
the joint venture partner files a lawsuit. The Company is unable to estimate the possible loss or range of loss at this
early stage of the matter.

b. Environmental Contingencies

23



Edgar Filing: GLOBE SPECIALTY METALS INC - Form 10-Q

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 liability 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 March 31, 2012, 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 March 31, 2012, there are 232 employees that are covered by union agreements expiring within one year.
d. Power Commitments

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.

(12) Stockholders’ Equity
Dividend

On September 21, 2011, the Company’s board of directors approved a dividend of $0.20 per common share. The
dividend, totaling $15,007, was paid on October 28, 2011, to stockholders of record as of October 14, 2011.

Solsil Share Purchase

On December 6, 2011, the Company purchased all the shares held by one of Solsil’s minority partners for
$150. Additionally, Solsil issued and sold new shares to the Company for $3,500. Subsequent to these stock purchase
transactions the Company owns 97.25% of Solsil.

(13) Earnings Per Share

Basic earnings per common share are calculated based on the weighted average number of common shares
outstanding during the three and nine months ended March 31, 2012 and 2011, respectively. Diluted earnings per

common share assumes the exercise of stock options or the vesting of restricted stock grants, provided in each case the
effect is dilutive.

10
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The reconciliation of the amounts used to compute basic and diluted earnings per common share for the three and nine
months ended March 31, 2012 and 2011 is as follows:

Three Months Ended Nine Months Ended
March 31, March 31,
2012 2011 2012 2011
Basic earnings per share computation
Numerator:
Net income attributable to Globe Specialty Metals, Inc.  $ 11,613 23,393 $ 45,750 37,263
Denominator:
Weighted average basic shares outstanding 75,048,873 75,077,739 75,035,299 74,922,377
Basic earnings per common share $ 0.15 031 $ 0.61 0.50
Diluted earnings per share computation
Numerator:
Net income attributable to Globe Specialty Metals, Inc.  $ 11,613 23,393 $ 45,750 37,263
Denominator:
Weighted average basic shares outstanding 75,048,873 75,077,739 75,035,299 74,922,377
Effect of dilutive securities 1,568,407 1,789,845 1,603,903 1,651,128
Weighted average diluted shares outstanding 76,617,