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PART I - FINANCIAL INFORMATION

ITEMFINANCIAL STATEMENTS
1.

HARSCO CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

(In thousands, except per share amounts)
Revenues from continuing operations:
Service revenues

Product revenues

Total revenues

Costs and expenses from continuing
operations:

Cost of services sold

Cost of products sold

Selling, general and administrative expenses
Research and development expenses

Other (income) expenses

Total costs and expenses

Operating income from continuing operations

Equity in income of unconsolidated entities,
net

Interest income

Interest expense

Income from continuing operations before
income taxes and minority interest

Income tax expense

Income from continuing operations before
minority interest

Minority interest in net income
Income from continuing operations

Discontinued operations:

Income (loss) from discontinued business
Income tax expense related to the sale of the
Gas Technologies Segment

Income (loss) from discontinued operations
Net Income

Three Months Ended
September 30
2008 2007
$ 876,633 $ 785514
168,264 141,850
1,044,897 927,364
644,401 570,173
117,940 97,274
153,518 133,314
1,177 864
(6,012) 1,011
911,024 802,636
133,873 124,728
282 326
1,066 744
(19,650) (20,976)
115,571 104,822
(30,048) (32,190)
85,523 72,632
(1,553) (2,379)
83,970 70,253
(852) 9,038
(2,834) (1,969)
(3,686) 7,069
$ 80,284 $ 77,322

Nine Months Ended
September 30
2008 2007
$ 2,673,751 $ 2,318,758
458,524 394,780
3,132,275 2,713,538
1,968,990 1,694,388
316,102 281,933
470,482 388,382
3,738 2,590
(6,129) (905)
2,753,183 2,366,388
379,092 347,150
932 739
2,866 2,956
(55,844) (60,092)
327,046 290,753
(89,236) (91,179)
237,810 199,574
(6,578) (6,838)
231,232 192,736
(1,438) 20,538
(2,588) (5,229)
(4,026) 15,309
$ 227,206 $ 208,045
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Average shares of common stock outstanding 84,089 84,189

Basic earnings per common share:
Continuing operations
Discontinued operations

Basic earnings per common share

Diluted average shares of common stock
outstanding

Diluted earnings per common share:
Continuing operations
Discontinued operations

Diluted earnings per common share

Cash dividends declared per common share

$ 1.00 $ 0.83
(0.04) 0.08

$ 0.95(a) $ 0.92(a)
84,537 84,762
$ 0.99 $ 0.83
(0.04) 0.08
$ 0.95 $ 0.91
$ 0.1950 $ 0.1775

(a) Does not total due to rounding.

See accompanying notes to unaudited condensed consolidated financial statements.
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HARSCO CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)

(In thousands)

ASSETS

Current assets:

Cash and cash equivalents
Trade accounts receivable, net
Other receivables

Inventories

Other current assets

Assets held-for-sale

Total current assets

Property, plant and equipment, net
Goodwill, net

Intangible assets, net

Other assets

Total assets

LIABILITIES

Current liabilities:
Short-term borrowings
Current maturities of long-term debt
Accounts payable
Accrued compensation
Income taxes payable
Dividends payable
Insurance liabilities
Advances on contracts
Other current liabilities
Total current liabilities
Long-term debt

Deferred income taxes
Insurance liabilities
Retirement plan liabilities
Other liabilities

Total liabilities

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS’ EQUITY

Preferred stock, Series A junior participating cumulative preferred stock

Common stock
Additional paid-in capital

Accumulated other comprehensive loss

Retained earnings
Treasury stock
Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to unaudited condensed consolidated financial statements.

September
30
2008

$ 89,902
845,114
57,265
351,941
106,886
1,451,108
1,627,262
697,911
161,979
140,686

$ 4,078,946

$ 40,204
4,973
313,368
95,036
29,926
16,295
55,133
119,097
248,533
922,565
1,065,970
152,049
65,161
90,269
91,309
2,387,323

138,901

135,394
(6,179)

2,081,095
(657,588)

1,691,623

$ 4,078,946

December
31
2007

$ 121,833
779,619
44,475
310,931
88,016

463
1,345,337
1,535,214
720,069
188,864
115,946

$ 3,905,430

$ 60,323
8,384
307,814
108,871
41,300
16,444
44,823
52,763
233,248
873,970
1,012,087
174,423
67,182
120,536
91,113
2,339,311

138,665
128,622
(2,501)
1,904,502
(603,169)
1,566,119

$ 3,905,430
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HARSCO CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

(In thousands)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net

cash provided (used) by operating activities:
Depreciation

Amortization

Equity in income of unconsolidated entities, net
Dividends or distributions from unconsolidated entities
Other, net

Changes in assets and liabilities, net of acquisitions
and dispositions of businesses:

Accounts receivable

Inventories

Accounts payable

Accrued interest payable

Accrued compensation

Other assets and liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property, plant and equipment

Net use of cash associated with the purchases of businesses

Proceeds from sales of assets
Other investing activities

Net cash used by investing activities

Cash flows from financing activities:
Short-term borrowings, net

Current maturities and long-term debt:
Additions

Reductions

Cash dividends paid on common stock
Common stock issued-options
Common stock acquired for treasury
Other financing activities

Net cash provided (used) by financing activities
Effect of exchange rate changes on cash

Net increase (decrease) in cash and cash equivalents

Nine Months Ended
September 30
2008 2007
$ 227206 $ 208,045
237,769 204,014
23,104 20,576
(932) (739)
484 176
11,404 (736)
(104,498) (99,777)
(48,226) (74,665)
13,082 24,559
26,948 19,197
(11,669) (3,205)
7,360 74,898
382,032 372,343
(380,878) (326,179)
(15,539) (253,809)
20,700 18,289
9,305 (2,982)
(366,412) (564,681)
(19,109) 238,563
792,552 597,221
(713,945) (610,003)
(49,336) (44,779)
1,537 4,414
(52,962) —
(5,795) (4,372)
(47,058) 181,044
(493) 12,702
(31,931) 1,408
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Cash and cash equivalents at beginning of period 121,833 101,260

Cash and cash equivalents at end of period $ 89902 $ 102,668

See accompanying notes to unaudited condensed consolidated financial statements.
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HARSCO CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)

Three Months Ended

September 30

(In thousands) 2008 2007
Net income $ 80,284 $ 77,322
Other comprehensive income (loss):
Foreign currency translation adjustments (124,074) 44,678
Net gains on cash flow hedging instruments, net of deferred income taxes of
($2,341) and ($205) in 2008 and 2007, respectively 5,730 380
Pension liability adjustments, net of deferred income taxes of ($7,188) and ($5,047)
in 2008 and 2007, respectively 17,916 13,572
Marketable securities, unrealized gain, net of deferred income taxes of $0 and $0 in
2008 and 2007, respectively 1 —
Reclassification adjustment for (gain) loss on cash flow hedging instruments
included in net income, net of deferred income taxes of $2 and ($29) in 2008 and
2007, respectively 3 54
Other comprehensive income (loss) (100,430) 58,684
Total comprehensive income (loss) $ (20,146) $ 136,006

Nine Months Ended

September 30

(In thousands) 2008 2007
Net income $ 227206 $ 208,045
Other comprehensive income (loss):
Foreign currency translation adjustments (34,906) 80,115
Net gains on cash flow hedging instruments, net of deferred income taxes of
($3,040) and ($199) in 2008 and 2007, respectively 7,430 370
Pension liability adjustments, net of deferred income taxes of ($9,566) and ($9,195)
in 2008 and 2007, respectively 23,846 23,046
Marketable securities, unrealized loss, net of deferred income taxes of $21 and $1 in
2008 and 2007, respectively (38) 2)
Reclassification adjustment for (gain) loss on cash flow hedging instruments (10) 48

included in net income, net of deferred income taxes of $5 and ($26) in 2008 and

10
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2007, respectively

Other comprehensive income (loss)
Total comprehensive income
See accompanying notes to unaudited condensed consolidated financial statements.

-6 -

$

(3,678)

223,528

$

103,577

311,622
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HARSCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

A. Opinion of Management

Financial information of Harsco Corporation and its majority-owned subsidiaries (the “Company”) furnished herein,
which is unaudited, in the opinion of management reflects all adjustments (all of which are of a normal recurring
nature) that are necessary to present a fair statement of the interim period. The year-end condensed balance sheet
information contained in this Form 10-Q was derived from 2007 audited financial statements, but does not include all
disclosures required by accounting principles generally accepted in the United States of America for a year-end
report. The unaudited interim information contained herein should also be read in conjunction with the Company’s
2007 Form 10-K filing. Certain reclassifications were made to prior year amounts to conform with the current year
presentation.

Operating results and cash flows for the three and nine months ended September 30, 2008, are not necessarily
indicative of the results that may be expected for the year ending December 31, 2008.

B. Review of Operations by Segment

Three Months Ended Three Months Ended
September 30, 2008 September 30, 2007
Operating Operating
Income Income
(In thousands) Revenues (Loss) Revenues (Loss)
Access Services Segment $ 393292 $ 59,998 $ 351,262 $ 48,056
Mill Services Segment 423,831 33,287 375,935 34,464
Segment Totals 817,123 93,285 727,197 82,520
All Other Category (Minerals & Rail Services and
Products) 227,714 41,975 200,167 42,329
General Corporate 60 (1,387) — (121)
Consolidated Totals $ 1,044,897 $ 133873 $ 927364 $ 124,728
Nine Months Ended Nine Months Ended
September 30, 2008 September 30, 2007
Operating Operating
Income Income
(In thousands) Revenues (Loss) Revenues (Loss)
Access Services Segment $ 1,201,292 $ 155970 $ 1,028,392 $ 132,402
Mill Services Segment 1,286,037 99,608 1,117,529 103,441

12
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Segment Totals 2,487,329 255,578
All Other Category (Minerals & Rail Services and

Products) 644,766 127,953
General Corporate 180 (4,439)
Consolidated Totals $ 3,132275 $ 379,092
-7-

2,145,921 235,843
567,617 112,247
— (940)

$ 2,713,538 $ 347,150

13
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Reconciliation of Segment Operating Income to Consolidated Income from Continuing Operations
Before Income Taxes and Minority Interest

Three Months Ended Nine Months Ended
September 30 September 30

(In thousands) 2008 2007 2008 2007
Segment Operating Income $ 93,285 $ 82,520 $ 255,578 $ 235,843
All Other Category (Minerals & Rail Services and
Products) 41,975 42,329 127,953 112,247
General Corporate (1,387) (121) (4,439) (940)
Operating income from continuing operations 133,873 124,728 379,092 347,150
Equity in income of unconsolidated entities, net 282 326 932 739
Interest income 1,066 744 2,866 2,956
Interest expense (19,650) (20,976) (55,844) (60,092)
Consolidated income from continuing operations
before income taxes and minority interest $ 115571 $ 104,822 $ 327046 $ 290,753

C. Accounts Receivable and Inventories

At September 30, 2008 and December 31, 2007, Trade accounts receivable of $845.1 million and $779.6 million,
respectively, were net of an allowance for doubtful accounts of $24.5 million and $25.6 million, respectively. The
provision for doubtful accounts was $3.5 million and less than $0.1 million for the three months ended September 30,
2008 and 2007, respectively. For the nine months ended September 30, 2008 and 2007, the provision for doubtful
accounts was $6.7 million and $4.6 million, respectively. Other receivables include insurance claim receivables,
employee receivables, tax claims receivable and other miscellaneous receivables not included in Trade accounts
receivable, net.

Inventories consist of the following:

September 30  December 31

(In thousands) 2008 2007
Finished goods $ 179,946 $ 161,013
Work-in-process 24,712 23,776
Raw materials and purchased parts 91,908 76,735
Stores and supplies 55,375 49,407
Total Inventories $ 351,941 $ 310,931
-8-
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D. Property, Plant and Equipment
Property, plant and equipment consists of the following:

(In thousands)

Land and improvements

Buildings and improvements
Machinery and equipment
Uncompleted construction

Gross property, plant and equipment
Less accumulated depreciation

Net property, plant and equipment

E. Goodwill and Other Intangible Assets

Form 10-Q

September 30 December 31

2008
$ 47,094 $
176,435
3,158,483
81,128
3,463,140
(1,835,878)
$ 1,627,262  $

2007
47,250
175,744
2,997,425
75,167
3,295,586
(1,760,372)
1,535,214

The following table reflects the changes in carrying amounts of goodwill by segment for the nine months ended

September 30, 2008:

Goodwill by Segment
Access
Services
(In thousands) Segment
Balance as of December 31, 2007, net of
accumulated amortization $ 254,856
Goodwill acquired (a) 11,988
Changes to goodwill (b) 1,336
Foreign currency translation (16,058)
Balance as of September 30, 2008, net of
accumulated amortization $ 252,122

All Other
Category —
Mill Minerals &
Services Rail Services
Segment and Products

$ 348,311 $ 116,902

(4,892) 266

(12,989) (1,809

$ 330430 $ 115,359

Consolidated
Totals
$ 720,069
— 11,988
(3,290)

) (30,856)

$ 697911

(a) Relates to acquisitions of Baviera S.R.L., Buckley Scaffolding and Sovereign Access Services Limited; see Note

F, “Acquisitions and Dispositions.”

(b) Relates principally to opening balance sheet adjustments for acquired companies.

Goodwill is net of accumulated amortization of $101.2 million and $103.7 million at September 30, 2008 and
December 31, 2007, respectively. The change in accumulated amortization reflects foreign currency translation

adjustments.

_9.
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The following table reflects intangible assets by major category:

Intangible Assets
September 30, 2008 December 31, 2007
Gross Gross

Carrying Accumulated Carrying Accumulated
(In thousands) Amount Amortization Amount Amortization
Customer relationships $ 152,355 $ 38,529 $ 157,717 $ 25,137
Non-compete agreements 3,423 3,141 3,382 2,952
Patents 6,643 4,333 6,805 4,241
Other 64,325 18,663 66,266 12,821
Total $ 226,746 $ 64,666 $ 234,170 $ 45,151

During the first nine months of 2008, the Company acquired the following intangible assets (by major class) which are

subject to amortization.

Acquired Intangible Assets
Weighted-average

Gross Carrying Amortization
(In thousands) Amount Residual Value Period
Customer relationships $ 2,087 None 6 years
Non-compete agreements 78 None 2 years
Other 478 None 2 years
Total $ 2,643

There were no research and development assets acquired and written off in the first nine months of 2008 or 2007.
Amortization expense for intangible assets was $7.1 million and $21.6 million for the third quarter and first nine
months of 2008, respectively. This compares with $7.2 million and $19.5 million for the third quarter and first nine
months of 2007, respectively. The following table shows the estimated amortization expense for the next five fiscal
years based on current intangible assets:

(In thousands) 2008 2009 2010 2011 2012

Estimated amortization expense
(a) $28,400 $27,200 $26,700 $25,300 $12,600

(a) These estimated amortization expense amounts do not reflect the potential effect of future foreign currency
exchange rate fluctuations.

F. Acquisitions and Dispositions

Acquisitions

16
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In February 2008, the Company acquired Northern Ireland-based Buckley Scaffolding (“Buckley”), a provider of
scaffolding and erection and dismantling services to customers in the construction, industrial and events
businesses. Buckley recorded revenues of approximately $3 million in 2007 and has been included in the Access
Services Segment.

In March 2008, the Company acquired Romania-based Baviera S.R.L. (“Baviera”), a distributor of formwork and
scaffolding products in Romania. Baviera recorded revenues of approximately $3 million in 2007 and has been
included in the Access Services Segment.

-10 -
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In April 2008, the Company acquired Sovereign Access Services Limited (“Sovereign”), a United Kingdom-based
provider of mastclimber work platform rental equipment. Sovereign recorded revenues of approximately $7 million
in 2007 and has been included in the Access Services Segment.

The above acquisitions, individually and in the aggregate, are not material to the Company’s financial position and
results of operations. Goodwill arising from the acquisitions will be subject to periodic impairment testing and
acquired other intangible assets will be amortized over their estimated useful lives.

Dispositions

Consistent with the Company’s strategic focus to grow and allocate financial resources to its industrial services
businesses, on December 7, 2007, the Company sold its Gas Technologies business group to Wind Point Partners, a
private equity investment firm based in Chicago, Illinois. The terms of the sale included a total purchase price of
$340 million, including $300 million paid in cash at closing and $40 million payable in the form of an earnout
contingent on the Gas Technologies group achieving certain performance targets in 2008 or 2009. The Company
recorded a $26.4 million after-tax gain on the sale in the fourth quarter of 2007. The amount of this gain is not final at
September 30, 2008, due to possible final working capital adjustments, as provided in the purchase agreement, and the
potential earnout.

Assets Held for Sale

Throughout the past several years, management approved the sale of certain long-lived assets (primarily land and
buildings) throughout the Company’s operations. The December 31, 2007 Condensed Consolidated Balance Sheet
reflects $0.5 million of net property, plant and equipment as assets held-for-sale, which were subsequently disposed of
in September 2008.

G. Debt and Credit Agreements

In May 2008, the Company completed an offering in the United States of 5.75%, ten-year senior notes totaling $450.0
million. Net proceeds of $446.6 million were used to reduce the Company’s U.S. and euro commercial paper
borrowings by $286.4 million and $160.2 million, respectively. The notes include a covenant that permits the note
holders to redeem their notes at 101% of par in the event of a change in control of the Company, or disposition of a
significant portion of the Company’s assets in combination with a downgrade of the Company’s credit rating to
non-investment grade. The Company was in compliance with this covenant at September 30, 2008.

In conjunction with the above note issuance and euro commercial paper program reduction, the Company entered into
a cross currency interest rate swap in order to lock in a fixed euro interest rate for $250.0 million of the

borrowing. The swap expires in 2018 and had an unrealized gain of $4.9 million, net of $1.7 million of deferred
taxes, included in Other comprehensive income at September 30, 2008.

The maturities of long-term debt for the five annual periods following September 30, 2008 are as follows:

(In millions)

October 1, 2008 — September 30, 2009 $ 5.0

October 1, 2009 — September 30, 2010 3.6

October 1, 2010 — September 30, 2011 465.4

October 1, 2011 — September 30, 2012 1.1

October 1, 2012 — September 30, 2013 149.2
- 11 -
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The following table summarizes credit facilities and commercial paper programs and available credit at September 30,
2008.

Outstanding Available

(In millions) Facility Limit Balance Credit

U.S. commercial paper program $ 550.0 $ 60.0 $ 490.0
Euro commercial paper program 288.8 424 246.4
Multi-year revolving credit facility (a) 450.0 — 450.0
364-day revolving credit facility (a) 450.0 — 450.0
Bilateral credit facility (b) 50.0 — 50.0
Totals at September 30, 2008 $ 1,788.8 $ 1024 $ 1,686.4(c)

(a) U.S.-based program.
(b) International-based program.

(c) Although the Company has significant available credit, practically, the Company limits aggregate commercial
paper and credit facility borrowings at any one time to a maximum of $720 million (the aggregate amount of the
back-up facilities available as of November 2008).

In November 2008, the Company, Citibank N.A., as administrative agent, and a syndicate of nine other banks entered
into a 364-day credit agreement that enables the Company to borrow up to $220 million in short-term advances. The
facility matures in November 2009 and replaces the 364-day facility shown in the table above. Any borrowings
outstanding at the termination of the new facility may, at the Company’s option, be repaid over the following 12
months. The Company has the option to increase the size of the facility at a later date to up to $300 million with the
consent of the lenders. Interest rates on the facility are based upon the announced Citibank Prime Rate plus a margin,
the Federal Funds Effective rate plus a margin, or LIBOR plus a margin. The Company pays a commitment fee
(0.125% per annum as of entry into the facility) that varies based upon its credit ratings. Concurrent with this new
facility, the Company modified its limit on aggregate commercial paper and credit facility borrowings at any one time
to a maximum of $720 million.

H. Commitments and Contingencies

Royalty Expense Dispute

The Company was involved in a royalty expense dispute with the Canada Revenue Agency (“CRA”). The CRA
disallowed certain expense deductions claimed by the Company’s Canadian subsidiary on its 1994-1998 tax returns.
The Company completed settlement discussions with the CRA which resulted in a resolution and closure of the matter
in the fourth quarter of 2007. The settlement resulted in a refund to the Company in the amount of approximately $5.9
million Canadian dollars, representing a refund of the payment made to the CRA in the fourth quarter of 2005, with
the interest accrued on the 2005 settlement being utilized to satisfy the final assessment of $0.6 million Canadian
dollars.

The Ontario Ministry of Finance (“Ontario”) also proposed to disallow certain expense deductions for the period
1994-1998. In July 2008, the Company and Ontario settled this matter in a manner consistent with the results
obtained by the Company with the CRA. The settlement resulted in a total refund to the Company of approximately
$4.9 million Canadian dollars, representing a refund of payments made to Ontario, plus accrued interest. A portion of
these amounts was utilized to satisfy the final assessment of $0.4 million Canadian dollars.
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Environmental

The Company is involved in a number of environmental remediation investigations and clean-ups and, along with
other companies, has been identified as a “potentially responsible party” for certain waste disposal sites. While each of
these matters is subject to various uncertainties, it is probable that the Company will agree to make payments toward
funding certain of these activities and it is possible that some of these matters will be decided unfavorably to the
Company. The Company has evaluated its potential liability, and its financial exposure is dependent upon such
factors as the continuing evolution of environmental laws and regulatory requirements, the availability and application
of technology, the allocation of cost among potentially responsible parties, the years of remedial activity required and
the remediation methods selected. The Condensed Consolidated Balance Sheets at September 30, 2008 and December
31, 2007 include accruals of $3.7 million and $3.9 million, respectively, for environmental matters. The amounts
charged against pre-tax income related to environmental matters totaled $1.0 million and $1.7 million for the first nine
months of 2008 and 2007, respectively.

-12 -
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The Company and an unrelated third party received a notice of violation in November 2007 from the United States
Environmental Protection Agency (“the EPA”), in connection with an alleged violation by the Company and such third
party of certain applicable federally enforceable air pollution control requirements in connection with the operation of
a slag processing area located on the third party’s Pennsylvania facility. The Company and such third party have
promptly taken steps to remedy the situation. The Company and the third party are negotiating with the EPA to
resolve this matter and received a proposal of settlement from the EPA in May 2008. The Company has evaluated its
potential liability and its financial exposure is dependent on such factors as the effectiveness of the remedial measures
taken and the allocation of any penalty among the potentially responsible parties. The Company anticipates that its
portion of any penalty would exceed $0.1 million. However, the Company does not expect that any sum it may have
to pay in connection with this matter would have a material adverse effect on its financial position, results of
operations or cash flows.

The Company evaluates its liability for future environmental remediation costs on a quarterly basis. Actual costs to be
incurred at identified sites in future periods may vary from the estimates, given inherent uncertainties in evaluating
environmental exposures. The Company does not expect that any sum it may have to pay in connection with
environmental matters in excess of the amounts recorded or disclosed above would have a material adverse effect on
its financial position, results of operations or cash flows.

Derailment

One of the Company’s production rail grinders derailed near Baxter, California on November 9, 2006, resulting in two
crew member fatalities and the near total loss of the rail grinder. Government and private investigations into the cause
of the derailment are on-going. Most of the clean-up and salvage efforts were completed during 2007, and the site is
in a closure monitoring phase. Estimated environmental remediation expenses to complete the clean-up have been
recognized in the financial statements as of September 30, 2008. Following the incident, the Company’s remaining rail
grinders were inspected by the Federal Railroad Administration (“FRA”) and each grinder was found to be in
compliance with legal requirements. The Company also regularly inspects its grinders to ensure they are in proper
working condition and in compliance with contractual commitments. The Company believes that the insurance
proceeds already received from the loss of the rail grinder have offset the majority of incurred expenses, which have
been recognized in the financial statements as of September 30, 2008, and insurance proceeds should be available to
cover any future liabilities. Therefore, the Company does not believe that the derailment will have a material adverse
effect on its financial position, results of operations, or cash flows.

Other

The Company has been named as one of many defendants (approximately 90 or more in most cases) in legal actions
alleging personal injury from exposure to airborne asbestos over the past several decades. In their suits, the plaintiffs
have named as defendants, among others, many manufacturers, distributors and installers of numerous types of
equipment or products that allegedly contained asbestos.

The Company believes that the claims against it are without merit. The Company has never been a producer,
manufacturer or processor of asbestos fibers. Any component within a Company product which may have contained
asbestos would have been purchased from a supplier. Based on scientific and medical evidence, the Company
believes that any asbestos exposure arising from normal use of any Company product never presented any harmful
levels of airborne asbestos exposure, and moreover, the type of asbestos contained in any component that was used in
those products was protectively encapsulated in other materials and is not associated with the types of injuries alleged
in the pending suits. Finally, in most of the depositions taken of plaintiffs to date in the litigation against the
Company, plaintiffs have failed to specifically identify any Company products as the source of their asbestos
exposure.

The majority of the asbestos complaints pending against the Company have been filed in New York. Almost all of the

New York complaints contain a standard claim for damages of $20 million or $25 million against the approximately
90 defendants, regardless of the individual plaintiff’s alleged medical condition, and without specifically identifying
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any Company product as the source of plaintiff’s asbestos exposure.

As of September 30, 2008, there are 26,236 pending asbestos personal injury claims filed against the Company. Of
these cases, 25,719 were pending in the New York Supreme Court for New York County in New York State. The
other claims, totaling 517, are filed in various counties in a number of state courts, and in certain Federal District
Courts (including New York), and those complaints generally assert lesser amounts of damages than the New York
State court cases or do not state any amount claimed.

As of September 30, 2008, the Company has obtained dismissal by stipulation, or summary judgment prior to trial, in
17,858 cases.

- 13-
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In view of the persistence of asbestos litigation nationwide, which has not yet been sufficiently addressed either
politically or legally, the Company expects to continue to receive additional claims. However, there have been
developments during the past several years, both by certain state legislatures and by certain state courts, which could
favorably affect the Company’s ability to defend these asbestos claims in those jurisdictions. These developments
include procedural changes, docketing changes, proof of damage requirements and other changes that require
plaintiffs to follow specific procedures in bringing their claims and to show proof of damages before they can proceed
with their claim. An example is the action taken by the New York Supreme Court (a trial court), which is responsible
for managing all asbestos cases pending within New York County in the State of New York. This Court issued an
order in December 2002 that created a Deferred or Inactive Docket for all pending and future asbestos claims filed by
plaintiffs who cannot demonstrate that they have a malignant condition or discernable physical impairment, and an
Active or In Extremis Docket for plaintiffs who are able to show such medical condition. As a result of this order, the
majority of the asbestos cases filed against the Company in New York County have been moved to the Inactive
Docket until such time as the plaintiff can show that they have incurred a physical impairment. As of September 30,
2008, the Company has been listed as a defendant in 392 Active or In Extremis asbestos cases in New York

County. The Court’s Order has been challenged by plaintiffs.

The Company’s insurance carrier has paid all legal and settlement costs and expenses to date. The Company has
liability insurance coverage under various primary and excess policies that the Company believes will be available, if
necessary, to substantially cover any liability that might ultimately be incurred on these claims.

The Company intends to continue its practice of vigorously defending these cases as they are listed for trial. It is not
possible to predict the ultimate outcome of asbestos-related lawsuits, claims and proceedings due to the unpredictable
nature of personal injury litigation. Despite this uncertainty, and although results of operations and cash flows for a
given period could be adversely affected by asbestos-related lawsuits, claims and proceedings, management believes
that the ultimate outcome of these cases will not have a material adverse effect on the Company’s financial condition,
results of operations or cash flows.

The Company is subject to various other claims and legal proceedings covering a wide range of matters that arose in
the ordinary course of business. In the opinion of management, all such matters are adequately covered by insurance
or by accruals, and if not so covered, are without merit or are of such kind, or involve such amounts, as would not
have a material adverse effect on the financial position, results of operations or cash flows of the Company.

Insurance liabilities are recorded in accordance with SFAS 5, “Accounting for Contingencies.” Insurance reserves have
been estimated based primarily upon actuarial calculations and reflect the undiscounted estimated liabilities for
ultimate losses including claims incurred but not reported. Inherent in these estimates are assumptions which are
based on the Company’s history of claims and losses, a detailed analysis of existing claims with respect to potential
value, and current legal and legislative trends. If actual claims differ from those projected by management, changes
(either increases or decreases) to insurance reserves may be required and would be recorded through income in the
period the change was determined. When a recognized liability is covered by third-party insurance, the Company
records an insurance claim receivable to reflect the covered liability. Insurance claim receivables are included in
Other receivables in the Company’s Balance Sheet. See Note 1, “Summary of Significant Accounting Policies,” of the
Company’s Form 10-K for the year ended December 31, 2007, for additional information on Accrued Insurance and
Loss Reserves.

As indicated in Note F, “Acquisitions and Dispositions,” the working capital adjustments associated with the Gas
Technologies divestiture have not yet been finalized. The estimated amount of the adjustment considered probable by
the Company is reflected in the Company’s financial statements as of September 30, 2008. Any additional final
adjustment amounts are not expected to be material to the Company’s financial position, results of operations or cash
flows.
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I. Reconciliation of Basic and Diluted Shares

(Amounts in thousands, except per
share data)

Income from continuing operations

Average shares of common stock
outstanding used to compute basic
earnings per common share

Dilutive effect of stock-based
compensation

Average shares of common stock
outstanding used to compute diluted
earnings per common share

Basic earnings per common share
from continuing operations

Diluted earnings per common share
from continuing operations

$

$

Three Months Ended Nine Months Ended

September 30 September 30
2008 2007 2008 2007

83,970 $ 70,253 $ 231,232 $ 192,736

84,089 84,189 84,244 84,128
448 573 468 554

84,537 84,762 84,712 84,682
1.00 $ 083 $ 2.74 $ 2.29
0.99 $ 083 $ 2.73 $ 2.28

All outstanding stock options and restricted stock units were included in the computation of diluted earnings per
common share for the three and nine months ended September 30, 2008 and 2007.

J. Employee Benefit Plans

Defined Benefit Pension (Income)
Expense:

(In thousands)

Defined benefit plans:

Service cost

Interest cost

Expected return on plan assets
Recognized prior service costs
Recognized losses
Amortization of transition liability
Defined benefit plans pension
(income) expense

Less Discontinued Operations
included in above

Defined benefit plans pension
(income) expense — continuing
operations

$

Three Months Ended September 30

U. S. Plans International Plans
2008 2007 2008 2007
373 $ 752 $ 2,281 $ 2,218
3,727 3,872 13,202 12,664
(5,862) (5,836) (15,337) (15,512)
83 170 244 241
292 306 2,742 3,872
— — 9 7
(1,387) (736) 3,141 3,490
— 322 — 119
(1,387) $ (1,058) $ 3,141 $ 3,371
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Defined Benefit Pension (Income)

Expense: Nine Months Ended September 30

U. S. Plans International Plans
(In thousands) 2008 2007 2008 2007
Defined benefit plans:
Service cost $ 1,367 $ 2,278 $ 7,082 $ 6,409
Interest cost 11,470 11,605 41,141 37,227
Expected return on plan assets (17,951) (16,971) (47,823) (45,618)
Recognized prior service costs 250 595 753 700
Recognized losses 876 1,004 8,561 11,471
Amortization of transition liability — — 28 20
Curtailment/settlement (gain) loss (866) 2,091 — —
Defined benefit plans pension
(income) expense (4,854) 602 9,742 10,209
Less Discontinued Operations
included in above (694) 2,509 — 350

Defined benefit plans pension
(income) expense — continuing
operations $ (4,160) $ (1,907) $ 9,742 $ 9,859

Defined benefit pension expense in the quarter ended September 30, 2008 was $1.0 million lower than the comparable
2007 period. This was principally due to higher than expected plan assets at the 2007 plan measurement date which
resulted in a reduction of recognized actuarial losses of $1.1 million.

Defined benefit pension expense in the nine months ended September 30, 2008 was $5.9 million lower than the
comparable 2007 period. This was primarily due to higher plan assets at the 2007 plan measurement dates that
resulted in a $3.2 million increase in return on plan assets and a decrease of $3.0 million of recognized actuarial
losses. Additionally, a settlement gain of $0.9 million was recorded in the first quarter of 2008 compared with
curtailment losses of $2.1 million in the first nine months of 2007. The settlement gain and $1.5 million of the
curtailment losses related to the Gas Technologies Segment that was divested on December 2007. The settlement gain
was recognized in the first quarter of 2008 upon final transfer of pension assets and liabilities to an authorized trust
established by the purchaser of the business.

In the quarter ended September 30, 2008, the Company contributed $0.8 million and $5.5 million to its U.S. and
international defined benefit pension plans, respectively. In the nine months ended September 30, 2008, the Company
contributed $1.4 million and $18.6 million to its U.S. and international defined benefit pension plans,

respectively. The Company currently anticipates contributing an additional $0.4 million and $5.6 million to the U.S.
and international plans, respectively, during the remainder of 2008.

In the quarter ended September 30, 2008, the Company contributed $6.0 million and $6.3 million to its multiemployer
and defined contribution pension plans, respectively. In the nine months ended September 30, 2008, the Company
contributed $19.5 million and $14.5 million to its multiemployer and defined contribution plans, respectively.

Commencing in 2008, the Company eliminated the early measurement dates for its defined benefit pension plans. In
accordance with SFAS 158, the incremental effect of this transition required an adjustment to beginning retained
earnings. As a result of these adjustments, the Company recorded a net increase of $0.9 million to beginning
Stockholders’ Equity as of January 1, 2008.

K. New Financial Accounting Standards Issued
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SFAS No. 157, “Fair Value Measurements” (“SFAS 157”)

In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS 157 which formally defines fair
value, creates a standardized framework for measuring fair value in generally accepted accounting principles in the
United States (“GAAP”), and expands fair value measurement disclosures. SFAS 157 was amended by FASB Staff
Position (“FSP”) No.157-1, “Application of FASB Statement No. 157 to FASB Statement No. 13 and Other Accounting
Pronouncements That Address Fair Value Measurements for Purposes of Lease Classification or Measurement under
Statement 13” (“FSP SFAS 157-17) and FSP No. 157-2, “Effective Date of FASB Statement No. 157" (“FSP SFAS
157-2”). FSP SFAS 157-1 excludes SFAS No. 13, “Accounting for Leases,” (“SFAS 13”) as well as other accounting
pronouncements that address fair value measurements on lease classification or measurement under SFAS 13, from

the scope of SFAS 157. FSP FAS 157-2 delays the effective date of SFAS 157 for all nonrecurring fair value
measurements
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of nonfinancial assets and nonfinancial liabilities until fiscal years beginning after November 15, 2008 (January 1,
2009 for the Company).

SFAS 157, as amended by FSP SFAS 157-2, is effective for the current fiscal year and was adopted by the Company
as of January 1, 2008. The adoption of SFAS 157, as it relates to financial assets, except for pension plan assets in
regards to the funded status of pension plans recorded on the Consolidated Balance Sheet, and financial liabilities, had
no impact on the consolidated financial statements. Management is currently evaluating the potential impact of SFAS
157 as it relates to pension plan assets, nonfinancial assets, and nonfinancial liabilities on the consolidated financial
statements. See Note L, “Fair Value,” for SFAS 157 disclosures.

SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements” (“SFAS 160”).

In December 2007, the FASB issued SFAS 160, which amends ARB No. 51, “Consolidated Financial

Statements.” SFAS 160 requires the reporting of noncontrolling (minority) interest in subsidiaries to be measured at
fair value upon acquisition or loss of control and classified as a separate component of equity. The accounting for
transactions between an entity and noncontrolling interest must be treated as equity transactions. SFAS 160 becomes
effective for the Company on January 1, 2009. The Company is currently evaluating the requirements of SFAS 160
and has not yet determined the impact on the consolidated financial statements.

SFAS No. 141(R), “Business Combinations” (“SFAS 141(R)”)

In December 2007, the FASB issued SFAS 141(R) which significantly modifies the accounting for business
combinations. SFAS 141(R) requires the acquiring entity in a business combination to recognize and measure the
assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree at the acquisition date, at their
fair values as of that date, with limited exceptions. Liabilities related to contingent consideration are required to be
recognized at acquisition and remeasured at fair value in each subsequent reporting period. Restructuring charges, and
all pre-acquisition related costs (e.g., deal fees for attorneys, accountants and investment bankers), must be expensed
in the period they are incurred. In addition, changes to acquisition-related deferred tax assets and unrecognized tax
benefits recorded under FIN 48 made subsequent to the measurement period will generally impact income tax expense
in that period as opposed to being recorded to goodwill. SFAS 141(R) becomes effective for the Company’s
acquisitions that are completed on or after January 1, 2009. The impact of adopting SFAS 141(R) will depend on the
nature, terms, and size of business combinations that occur after the effective date.

SFAS No. 161, “Disclosures About Derivative Instruments and Hedging Activities — an amendment of FASB Statement
No. 133” (“SFAS 1617).

In March 2008, the FASB issued SFAS 161 which requires enhanced disclosures about the use of derivative
instruments, the accounting for derivatives, and how derivatives impact financial statements to enable investors to
better understand their effects on a company’s financial position, financial performance, and cash flows. These
requirements include the disclosure of the fair values of derivative instruments and their gains and losses in a tabular
format. SFAS 161 becomes effective for the Company on January 1, 2009. As SFAS 161 only requires enhanced
disclosures, this standard will only impact notes to the consolidated financial statements.

FSP No. FAS 142-3 “Determination of the Useful life of Intangible Assets” (“FSP FAS 142-37)

In April 2008, the FASB issued FSP No. FAS 142-3, which amends the factors that should be considered in
developing renewal or extension assumptions used to determine the useful life of a recognized intangible asset under
FASB Statement No. 142, “Goodwill and Other Intangible Assets” (“SFAS 142”), in order to improve the consistency
between the useful life of a recognized intangible asset under SFAS 142 and the period of expected cash flows used to
measure the fair value of the asset under SFAS 141(R) and other GAAP. FSP FAS 142-3 becomes effective for the
Company on January 1, 2009. The Company is currently evaluating the impact of adopting FSP FAS 142-3 on its
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consolidated financial statements.

FSP No. EITF 03-6-1, “Determining Whether Instruments Granted in Share-Based Payment Transactions Are
Participating Securities,” (“FSP EITF 03-6-1”)

In June 2008, the FASB issued FSP No. EITF 03-6-1 which states that unvested share-based payment awards that
contain nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities
and shall be included in the computation of earnings per share pursuant to the two-class method. FSP EITF 03-6-1
becomes effective for the Company on January 1, 2009. The Company has concluded that the adoption of FSP EITF
03-6-1 will not have a material impact on the consolidated financial statements.

-17 -
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L. Fair Value

Effective January 1, 2008, the Company adopted SFAS 157, as amended by FSP SFAS 157-2, which provides a
framework for measuring fair value under GAAP. As defined in SFAS 157, 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 at the
measurement date (exit price). The Company utilizes market data or assumptions that the Company believes market
participants would use in pricing the asset or liability, including assumptions about risk and the risks inherent in the
inputs to the valuation technique.

This standard is now the single source in GAAP for the definition of fair value, except for the fair value of leased
property as defined in SFAS 13. SFAS 157 establishes a fair value hierarchy that distinguishes between (1) market
participant assumptions developed based on market data obtained from independent sources (observable inputs) and
(2) an entity’s own assumptions about market participant assumptions developed based on the best information
available in the circumstances (unobservable inputs). The fair value hierarchy consists of three broad levels, which
gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1) and
the lowest priority to unobservable inputs (Level 3). The three levels of the fair value hierarchy under SFAS 157 are
described below:

e Level 1—Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities.

e Level 2—Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly or indirectly, including quoted prices for similar assets or liabilities in active markets; quoted prices for
identical or similar assets or liabilities in markets that are not active; inputs other than quoted prices that are
observable for the asset or liability (e.g., interest rates); and inputs that are derived principally from or corroborated
by observable market data by correlation or other means.

¢ Level 3—Inputs that are both significant to the fair value measurement and unobservable.

In instances in which multiple levels of inputs are used to measure fair value, hierarchy classification is based on the
lowest level input that is significant to the fair value measurement in its entirety. The Company’s assessment of the
significance of a particular input to the fair value measurement in its entirety requires judgment, and considers factors
specific to the asset or liability.

The following table presents information about the Company’s assets and liabilities measured at fair value on a
recurring basis at September 30, 2008, and indicates the fair value hierarchy of the valuation techniques utilized by the
Company to determine such fair value.

Fair Value Measurements as of
September 30, 2008

(In thousands) Level 1 Level 2 Level 3 Total
Assets

Commodity derivatives — 3 5,822 —  $ 5,822
Foreign currency forward

exchange contracts — 3,099 — 3,099
Cross-currency interest rate swap — 24,104 — 24,104
Liabilities

Foreign currency forward

exchange contracts — 1,725 — 1,725

The Company primarily applies the market approach for recurring fair value measurements and endeavors to utilize
the best available information. Accordingly, the Company utilizes valuation techniques that maximize the use of

31



Edgar Filing: HARSCO CORP - Form 10-Q

observable inputs and minimize the use of unobservable inputs. The Company is able to classify fair value balances
based on the observability of those inputs. Commodity derivatives, foreign currency forward exchange contracts, and
cross-currency interest rate swaps are classified as Level 2 fair value based upon pricing models using market-based
inputs. Model inputs can be verified and valuation techniques do not involve significant management judgment.

FSP SFAS 157-2, issued in February 2008, delayed until January 1, 2009 the effective date of SFAS 157 for
nonfinancial assets and nonfinancial liabilities that are measured on a nonrecurring basis. The Company’s nonfinancial
assets consist
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principally of property, plant and equipment, goodwill, and other intangible assets associated with acquired
businesses. For these assets, measurement at fair value in periods subsequent to their initial recognition will be
applicable if one or more of these assets are determined to be impaired. When and if recognition of these assets at
their fair value is necessary, such measurements would be determined utilizing principally Level 3 inputs.

M. Income Taxes

During the third quarter of 2008, the U.S. Internal Revenue Service completed its audit of the Company’s U.S. income
tax returns for 2004 and 2005. The resolution did not have a material effect on the Company.

ITEMMANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
2. OPERATIONS

The following discussion should be read in conjunction with the accompanying unaudited financial statements as well
as the Company’s annual Form 10-K for the year ended December 31, 2007, which includes additional information
about the Company’s critical accounting policies, contractual obligations, practices and transactions that support the
financial results.

Forward-Looking Statements
The nature of the Company’s business and the many countries in which it operates subject it to changing economic,
competitive, regulatory and technological conditions, risks and uncertainties. In accordance with the “safe harbor”
provisions of the Private Securities Litigation Reform Act of 1995, the Company provides the following cautionary
remarks regarding important factors which, among others, could cause future results to differ materially from the
forward-looking statements, expectations and assumptions expressed or implied herein. Forward-looking statements
contained herein could include, among other things, statements about management confidence and strategies for
performance; expectations for new and existing products, technologies, and opportunities; and expectations regarding
growth, sales, cash flows, earnings and Economic Value Added (“EVA®”). These statements can be identified by the
use of such terms as “may,” “could,” “expect,

9 ¢ 99 6

anticipate,” “intend,” “believe,” or other comparable terms.

Factors which could cause results to differ include, but are not limited to: (1) changes in the worldwide business
environment in which the Company operates, including general economic conditions; (2) changes in currency
exchange rates, interest rates, commodity and fuel costs and capital costs; (3) changes in the performance of equity
and debt markets that could affect, among other things, the valuation of the assets in the Company’s pension plans and
the accounting for pension assets, liabilities and expenses; (4) changes in governmental laws and regulations,
including environmental, tax and import tariff standards; (5) market and competitive changes, including pricing
pressures, market demand and acceptance for new products, services and technologies; (6) unforeseen business
disruptions in one or more of the many countries in which the Company operates due to political instability, civil
disobedience, armed hostilities or other calamities; (7) the seasonal nature of our business; (8) the integration of the
Company’s acquisitions; (9) the amount and timing of repurchases of the Company’s common stock, if any; (10) the
current global financial and credit crisis, which could result in our customers curtailing development projects,
construction, production and capital expenditures, which, in turn, could reduce the demand for our products and
services and, accordingly, our sales, margins and profitability; (11) the financial condition of our customers, including
the ability of customers (especially those that may be highly leveraged and those with inadequate liquidity) to
maintain their credit availability and (12) other risk factors listed from time to time in the Company’s SEC reports. A
further discussion of these, along with other potential factors, can be found in Part I, Item 1A, “Risk Factors,” of the
Company’s Form 10-K for the year ended December 31, 2007. The Company cautions that these factors may not be
exhaustive and that many of these factors are beyond the Company’s ability to control or predict. Accordingly,
forward-looking statements should not be relied upon as a prediction of actual results. The Company undertakes no
duty to update forward-looking statements except as may be required by law.
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Executive Overview

Despite the challenging macroeconomic operating environment, the Company achieved record performance in the
third quarter and first nine months of 2008 for sales, income from continuing operations and diluted earnings per share
from continuing operations. This resulted from the Company’s strategy of constructing a well-balanced industrial
services-based portfolio of businesses based on scalable operating platforms, focused on organic growth; growth
through prudent acquisitions; and increased geographical diversity. Consistent with last year, both the Access
Services Segment and the All Other Category (Minerals & Rail Services and Products) led the Company’s
performance.
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The Company’s third quarter 2008 revenues from continuing operations were a record $1.0 billion. This is an increase
of $117.5 million or 13% over the third quarter of 2007. Organic growth contributed 10% to the growth in sales,
while acquisitions contributed 1% and favorable foreign currency translation effects contributed 2%. This
performance reflects the Company’s balance as well as its ability to grow organically and through

acquisitions. Income from continuing operations was a record $84.0 million compared with $70.3 million in 2007, an
increase of 20%. Diluted earnings per share from continuing operations were a record $0.99, a 19% increase over
2007.

Revenues for the first nine months of 2008 were a record $3.1 billion. This is an increase of $418.7 million or 15%
over the first nine months of 2007. Organic growth contributed 8% to the growth in sales, while acquisitions
contributed 2% and favorable foreign currency translation effects contributed 5%. Income from continuing operations
was a record $231.2 million, compared with $192.7 million in the first nine months of 2007, a 20% increase. Diluted
earnings per share from continuing operations were a record $2.73, a 20% increase from the first nine months of 2007.

In the third quarter of 2008, all major business platforms of the Company achieved improved sales over the September
2007 quarter, highlighting the diversity and balance of the Company. The Company continued to make progress on

its geographic expansion strategy as sales in 2008 reflect an increasing geographic balance, especially in emerging
markets. Revenues outside Western Europe and North America were approximately 21% of total revenues for the

first nine months of 2008 compared with 18% for the first nine months of 2007. The Company’s continued geographic
expansion strategy is expected to result in a significant increase to the Company’s presence in emerging markets to
approximately 30% of total Company revenues over the next three years, and closer to 40% in the longer-term.

For the first nine months of 2008, the Company had record net cash provided by operating activities of $382.0 million
compared with $372.3 million for the first nine months of 2007, a 3% increase. The Company expects to achieve
record cash from operations for the full year 2008, exceeding 2007’s previous record of $471.7 million. Additionally,
in the first nine months of 2008, the Company invested a record $380.9 million in capital expenditures (over 55% of
which were for revenue-growth projects). More importantly, 44% of the nine month revenue-growth capital
expenditures were invested in emerging economies. The Company’s cash flows are further discussed in the Liquidity
and Capital Resources section.

Segment Overview

The Access Services Segment’s revenues in the third quarter of 2008 were $393.3 million compared with $351.3
million in the third quarter of 2007, a 12% increase. Operating income increased by 25% to $60.0 million, from
$48.1 million in the third quarter of 2007. Operating margins for the Segment increased by 160 basis points to 15.3%
from 13.7% in the third quarter of 2007. In comparison with the first nine months of 2007, this Segment achieved
period-over-period revenue growth of $172.9 million or 17%, and operating income growth of $23.6 million or

18%. Operating margins for the first nine months of 2008 increased by 10 basis points to 13.0% from 12.9% for the
first nine months of 2007. Organic growth of 9% for the first nine months of 2008 was generated primarily in certain
parts of the Middle East and Asia/Pacific as these emerging economies continued to make significant investment in
infrastructure modernization and expansion. Industrial maintenance activities, such as petrochemical and power
plants, remain strong particularly in North America and Northern Europe. In the third quarter of 2008 this Segment
benefitted from a pre-tax gain on the sale of properties partially offset by severance costs. This Segment entered four
new countries during the first nine months of 2008: India, Russia, Romania and Panama. Access Services accounted
for 38% of the Company’s revenues for both the third quarter and the first nine months of 2008, and 45% and 41% of
the operating income for the third quarter and first nine months of 2008, respectively.

Revenues for the third quarter of 2008 for the Mill Services Segment were $423.8 million compared with $375.9
million in the third quarter of 2007, a 13% increase. Operating income decreased by 3% to $33.3 million, from $34.5
million in the third quarter of 2007, and operating margins declined by 130 basis points to 7.9% from 9.2%. In
comparison with the first nine months of 2007, this Segment’s revenue increased by 15% to $1,286.0

million. Operating income in the first nine months of 2008 declined by 4% to $99.6 million from $103.4 million in
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the first nine months of 2007, and operating margins declined 160 basis points to 7.7% from 9.3%. The revenue
growth in 2008 was primarily due to organic growth and positive foreign currency translation effects. The decline in
operating income and margins for the first nine months of 2008 was due principally to higher fuel costs, several
underperforming contracts and higher than expected production cuts by steel mills across the globe, particularly in
September. This Segment accounted for 41% of the Company’s revenues for 