














Allegheny Technologies Incorporated and Subsidiaries

Consolidated Statements of Operations

(Unaudited, dollars in millions, except per share amounts)

December 31 September 30 December 31 December 31 December  31

2017 2017 2016 2017 2016

Sales 909.9$              869.1$              796.1$              3,525.1$           3,134.6$           

Cost of sales 779.3                775.8                698.8                3,076.1             2,972.1             

Gross profit 130.6                93.3                  97.3                  449.0                162.5                

Selling and administrative expenses 61.9                  66.2                  65.3                  254.3                247.7                

Impairment of goodwill -                   114.4                -                   114.4                -                   

Restructuring charges -                   -                   28.6                  -                   527.2                

Operating income (loss) 68.7                  (87.3)                3.4                    80.3                  (612.4)              

Interest expense, net (31.6)                (34.2)                (32.8)                (133.8)              (124.0)              

Debt extinguishment charge (37.0)                -                   -                   (37.0)                -                   

Other income, net 0.3                    0.2                    0.6                    4.0                    2.4                    

Income (loss) before income taxes 0.4                    (121.3)              (28.8)                (86.5)                (734.0)              

Income tax benefit (4.8)                  (1.9)                  (42.5)                (6.8)                  (106.9)              

Net income (loss)  5.2$                  (119.4)$            13.7$                (79.7)$              (627.1)$            

Less: Net income attributable to noncontrolling interests 3.5                    1.8                    3.8                    12.2                  13.8                  

Net income (loss) attributable to ATI 1.7$                  (121.2)$            9.9$                  (91.9)$              (640.9)$            

0.01$                (1.12)$              0.09$                (0.83)$              (5.97)$              

0.01$                (1.12)$              0.09$                (0.83)$              (5.97)$              

Weighted average common shares

outstanding -- basic (millions) 117.5                107.7                107.3                110.1                107.3                

Weighted average common shares

outstanding -- diluted (millions) 118.6                107.7                108.7                110.1                107.3                

Actual common shares outstanding--

end of period (millions) 125.9                108.9                108.9                125.9                108.9                

Three Months Ended Fiscal Year Ended

Diluted net income (loss) attributable to ATI per 

common share

Basic net income (loss) attributable to ATI per 

common share
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Allegheny Technologies Incorporated and Subsidiaries

Sales and Operating Profit by Business Segment

(Unaudited, dollars in millions)

December 31 September 30 December 31 December 31 December 31

2017 2017 2016 2017 2016

Sales:

High Performance Materials & Components 517.7$           512.9$        477.2$           2,067.4$         1,930.4$       

Flat Rolled Products 392.2             356.2          318.9             1,457.7           1,204.2         

Total External Sales 909.9$           869.1$        796.1$           3,525.1$         3,134.6$       

Operating Profit (Loss):

High Performance Materials & Components 65.8$             61.7$          53.8$             246.4$            168.7$          

% of Sales 12.7% 12.0% 11.3% 11.9% 8.7%

Flat Rolled Products 22.4               (7.3)            (0.8)                37.0                (163.0)          

% of Sales 5.7% -2.0% -0.3% 2.5% -13.5%

Operating Profit 88.2               54.4            53.0               283.4              5.7                

% of Sales 9.7% 6.3% 6.7% 8.0% 0.2%

LIFO and net realizable value reserves -                 (0.1)            0.4                 (0.2)                 0.8                

Corporate expenses (13.6)              (14.8)          (10.8)              (50.5)               (43.4)            

Closed operations and other expenses (5.6)                (12.2)          (10.0)              (34.0)               (34.6)            

Impairment of goodwill -                 (114.4)        -                 (114.4)             -               

Restructuring and other charges -                 -             (28.6)              -                  (538.5)          

Debt extinguishment charge (37.0)              -             -                 (37.0)               -               

Interest expense, net (31.6)              (34.2)          (32.8)              (133.8)             (124.0)          

Income (loss) before income taxes 0.4$               (121.3)$      (28.8)$            (86.5)$             (734.0)$        

Three Months Ended Fiscal Year Ended
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Allegheny Technologies Incorporated and Subsidiaries

Condensed Consolidated Balance Sheets

(Unaudited, dollars in millions)

December 31, December 31,

2017 2016

ASSETS

Current Assets:

Cash and cash equivalents 141.6$              229.6$             
Accounts receivable, net of allowances for
 doubtful accounts 545.3                452.1               
Inventories, net 1,176.1             1,037.0            
Prepaid expenses and other current assets 52.7                  47.8                 
   Total Current Assets 1,915.7             1,766.5            

Property, plant and equipment, net 2,495.7             2,498.9            
Goodwill 531.4                641.9               
Other assets 242.6                262.7               

Total Assets 5,185.4$           5,170.0$          

LIABILITIES AND EQUITY

Current Liabilities:

Accounts payable 420.1$              294.3$             
Accrued liabilities 282.4                309.3               
Short term debt and current 
  portion of long-term debt 10.1                  105.1               
   Total Current Liabilities 712.6                708.7               

Long-term debt 1,530.6             1,771.9            
Accrued postretirement benefits 317.8                317.7               
Pension liabilities 697.0                827.9               
Deferred income taxes 9.7                    15.6                 
Other long-term liabilities 73.2                  83.4                 
Total Liabilities 3,340.9             3,725.2            

Total ATI stockholders' equity 1,739.4             1,355.2            
Noncontrolling interests 105.1                89.6                 
Total Equity 1,844.5             1,444.8            

Total Liabilities and Equity 5,185.4$           5,170.0$          
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Allegheny Technologies Incorporated and Subsidiaries

Condensed Consolidated Statements of Cash Flows

(Unaudited, dollars in millions)

2017 2016

Operating Activities:

Net loss (79.7)$      (627.1)$    

Depreciation and amortization 160.8       170.3       

Impairment of goodwill 114.4       -           

Non-cash restructuring and other charges -           471.3       

Debt extinguishment charge 37.0         -           

Deferred taxes (1.4)          (119.8)      

Change in managed working capital (111.8)      91.7         

Change in retirement benefits (a) (110.3)      (80.0)        

Accrued liabilities and other 13.4         49.9         

Cash provided by (used in) operating activities 22.4         (43.7)        

Investing Activities:

Purchases of property, plant and equipment (122.7)      (202.2)      

Asset disposals and other 3.1           2.2           

Cash used in investing activities (119.6)      (200.0)      

Financing Activities:

Borrowings on long-term debt 8.5           387.5       

Payments on long-term debt and capital leases (353.0)      (2.7)          

Net borrowings under credit facilities 1.6           3.1           

Debt issuance costs (0.8)          (10.4)        

Debt extinguishment charge (35.8)        -           

Issuance of common stock 397.8       -           

Dividends paid to shareholders -           (25.8)        

Dividends paid to noncontrolling interests (8.0)          (16.0)        

Sale (purchase) of noncontrolling interests 3.7           (12.2)        

Taxes on share-based compensation and other (4.8)          -           

Cash provided by financing activities 9.2           323.5       

Increase (decrease) in cash and cash equivalents (88.0)        79.8         

Cash and cash equivalents at beginning of period 229.6       149.8       

Cash and cash equivalents at end of period 141.6$     229.6$     

Fiscal Year Ended

December 31

(a) Includes $(135) million contribution to the U.S. defined benefit pension plan in 2017 and 

$(115) million contribution to the U.S. defined benefit pension plan in 2016.
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Allegheny Technologies Incorporated and Subsidiaries

Selected Financial Data

(Unaudited)

December 31 September 30 December 31 December 31 December 31

2017 2017 2016 2017 2016

Percentage of Total ATI Sales

High-Value Products

     Nickel-based alloys and specialty alloys 31% 28% 26% 28% 27%

     Precision forgings, castings and components 18% 19% 18% 18% 18%

     Titanium and titanium-based alloys 16% 17% 18% 17% 19%

     Precision and engineered strip 14% 14% 14% 14% 13%

     Zirconium and related alloys 5% 6% 8% 6% 8%

     Total High-Value Products, excluding GOES 84% 84% 84% 83% 85%

     Grain-oriented electrical steel (GOES) 0% 0% 0% 0% 1%

     Total High-Value Products, including GOES 84% 84% 84% 83% 86%

Standard Products

     Stainless steel sheet 8% 9% 10% 9% 7%

     Specialty stainless sheet 4% 4% 4% 4% 4%

     Stainless steel plate and other 4% 3% 2% 4% 3%

     Total Standard Products 16% 16% 16% 17% 14%

Grand Total 100% 100% 100% 100% 100%

December 31 September 30 December 31 December 31 December 31

Shipment Volume: 2017 2017 2016 2017 2016

  Flat Rolled Products (000's lbs.) 

    High value* 90,332              83,637              75,708              323,391          293,589         

    Standard 100,973            115,907            112,164            446,542          385,010         

  Flat Rolled Products total 191,305            199,544            187,872            769,933          678,599         

Average Selling Prices:

  Flat Rolled Products  (per lb.)

    High value* 2.94$                2.69$                2.54$                2.81$              2.59$             

    Standard 1.23$                1.13$                1.11$                1.21$              1.06$             

  Flat Rolled Products combined average 2.04$                1.78$                1.68$                1.88$              1.72$             

* High value products exclude GOES for the quarter and twelve months ended December 31, 2016.

Three Months Ended

Three Months Ended

Fiscal Year Ended

Fiscal Year Ended
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Allegheny Technologies Incorporated and Subsidiaries

Computation of Basic and Diluted Earnings Per Share Attributable to ATI

(Unaudited, in millions, except per share amounts)

December 31 September 30 December 31 December 31 December 31

2017 2017 2016 2017 2016

Numerator for Basic net income (loss) per common share -

Net income (loss) attributable to ATI 1.7$                  (121.2)$            9.9$                  (91.9)$               (640.9)$             

Effect of dilutive securities:

4.75% Convertible Senior Notes due 2022 -                    -                   -                    -                    -                    

Numerator for Diluted net income (loss) per common share -

Net income (loss) attributable to ATI after assumed conversions 1.7$                  (121.2)$            9.9$                  (91.9)$               (640.9)$             

Denominator for Basic net income (loss) per common share -

Weighted average shares outstanding 117.5                107.7               107.3                110.1                107.3                

Effect of dilutive securities:

Share-based compensation 1.1                    -                   1.4                    -                    -                    

4.75% Convertible Senior Notes due 2022 -                    -                   -                    -                    -                    

Denominator for Diluted net income (loss) per common share -

Adjusted weighted average shares assuming conversions 118.6                107.7               108.7                110.1                107.3                

Basic net income (loss) attributable to ATI per common share 0.01$                (1.12)$              0.09$                (0.83)$               (5.97)$               

Diluted net income (loss) attributable to ATI per common share 0.01$                (1.12)$              0.09$                (0.83)$               (5.97)$               

Three Months Ended Fiscal Year Ended
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Allegheny Technologies Incorporated and Subsidiaries

Other Financial Information

Managed Working Capital

(Unaudited, dollars in millions)

December 31 December 31

2017 2016

Accounts receivable 545.3$             452.1$             

Inventory 1,176.1            1,037.0            

Accounts payable (420.1)              (294.3)              

Subtotal 1,301.3            1,194.8            

Allowance for doubtful accounts 5.9                   7.3                   

LIFO reserve (43.1)                (97.3)                

Inventory reserves 121.5               169.0               

Managed working capital 1,385.6$          1,273.8$          

Annualized prior 3 months

  sales 3,639.5$          3,184.2$          

Managed working capital as a 

% of annualized sales 38.1% 40.0%

December 31, 2017 change in managed

  working capital 111.8$             

As part of managing the liquidity in our business, we focus on controlling managed working 

capital, which is defined as gross accounts receivable and gross inventories, less

accounts payable.  In measuring performance in controlling this managed working

capital, we exclude the effects of LIFO and other inventory valuation reserves and

reserves for uncollectible accounts receivable which, due to their nature, are

managed separately.
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Allegheny Technologies Incorporated and Subsidiaries

Other Financial Information

Debt to Capital

(Unaudited, dollars in millions)

December 31 December 31

2017 2016

Total debt (a) 1,553.8$           1,894.1$           
Less: Cash (141.6)              (229.6)              
Net debt 1,412.2$           1,664.5$           

Net debt 1,412.2$           1,664.5$           
Total ATI stockholders' equity 1,739.4             1,355.2             
Net ATI capital 3,151.6$           3,019.7$           

Net debt to ATI capital 44.8% 55.1%

Total debt (a) 1,553.8$           1,894.1$           

Total ATI stockholders' equity 1,739.4             1,355.2             
Total ATI capital 3,293.2$           3,249.3$           

Total debt to total ATI capital 47.2% 58.3%

(a) Excludes debt issuance costs.

In managing the overall capital structure of the Company, some of the measures that we

focus on are net debt to net capitalization, which is the percentage of debt, net of cash

that may be available to reduce borrowings, to the total invested and borrowed capital 

of ATI (excluding noncontrolling interest), and total debt to total ATI capitalization, 

which excludes cash balances.  
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Allegheny Technologies Incorporated and Subsidiaries

Non-GAAP Financial Measures

(Unaudited, dollars in millions, except per share amounts)

December 31 September 30 December 31

2017 2017 2016 2017 2016

Income (loss) attributable to ATI  $              1.7  $          (121.2)  $               9.9  $              (91.9)  $            (640.9)

Adjust for special items:

Debt extinguishment charge, net of tax (a)  $            37.0  $                  -    $                 -                      37.0                        -   

Impairment of goodwill, net of tax (b)                    -                  113.6                     -                    113.6                        -   

Restructuring and other charges, net of tax (c)                    -                        -                   18.6                        -                    354.8 

Rowley excess operating costs, net of tax (d)                    -                        -                       -                          -                      19.3 

Work stoppage and return-to-work costs (e)                    -                        -                       -                          -                      28.1 

Income tax items including valuation allowances (f)                (4.1)                      -                 (32.4)                    (4.1)                  141.3 

Income (loss) attributable to ATI excluding special items  $            34.6  $              (7.6)  $             (3.9)  $                54.6  $              (97.4)

Income (loss) attributable to ATI  $            0.01  $            (1.12)  $             0.09  $              (0.83)  $              (5.97)

Adjust for special items:

Debt extinguishment charge, net of tax (a)  $            0.29  $                  -    $                 -                      0.29                        -   

Impairment of goodwill, net of tax (b)                    -                    1.05                     -                      1.05                        -   

Restructuring and other charges, net of tax (c)                    -                        -                   0.17                        -                      3.30 

Rowley excess operating costs, net of tax (d)                    -                        -                       -                          -                      0.18 

Work stoppage and return-to-work costs (e)                    -                        -                       -                          -                      0.27 

Income tax items including valuation allowances (f)              (0.03)                      -                 (0.30)                  (0.03)                    1.31 

Income (loss) attributable to ATI excluding special items  $            0.27  $            (0.07)  $           (0.04)  $                0.48  $              (0.91)

Fiscal Year EndedThree Months Ended

Per Diluted Share * Per Diluted Share *

December 31

The Company reports its financial results in accordance with accounting principles generally accepted in the United States of America ("GAAP").  

However, management believes that certain non-GAAP financial measures, used in managing the business, may provide users of this financial information 

with additional meaningful comparisons between current results and results in prior periods.  Non-GAAP financial measures should be viewed in addition 

to, and not as an alternative for, the Company's reported results prepared in accordance with GAAP.  The following table provides the calculation of the 

non-GAAP financial measures discussed in the Company's press release dated January 23, 2018: 

* Presentation of adjusted results per diluted share includes the effects of convertible debt, if dilutive. 

(a)  Fourth quarter and fiscal year ended December 31, 2017 results include a debt extinguishment charge of $37.0 after-tax, or $(0.29) per share, for the full 

redemption of the $350, 9.375% Senior Notes due 2019.  

(b)  During the third quarter of 2017, the Company performed an interim goodwill impairment analysis, as required by accounting standards, for our Cast 

Products business and determined that all goodwill assigned to this business unit was impaired.  As a result, the Company recorded a $114.4 pre-tax non-cash 

goodwill impairment charge ($113.6 after-tax), or $(1.05) per share.   

(c)  For the three months ended December 31, 2016, $28.6 of pre-tax restructuring charges ($18.6 after-tax at a standard 35% tax rate), or $(0.17) per share, 

including $13.0 for additional HPMC segment titanium operations closure-related actions at the Rowley, UT, Frackville, PA and Albany, OR titanium 

operations, and $15.6 for FRP closure-related costs at the Midland and Bagdad, PA facilities and for additional FRP severance charges for salaried workforce 

reductions.  These restructuring charges, which are excluded from business segment results, include contractual obligations, closure costs, severance and 

supplemental unemployment benefits.  FRP restructuring costs also include $3.4 of special termination benefits for pension and other postretirement benefit 

plans.

In addition to the amounts for the three months ended December 31, 2016 above, the twelve months ended December 31, 2016 includes $471.3 of pre-tax 

asset impairment charges ($310.3 after-tax), or $(2.89) per share, and $28.6 of pre-tax shutdown, idling and employee benefit costs ($18.8 after-tax), or 

$(0.18) per share for the Rowley, UT facility, which are excluded from HPMC segment results.  The remaining $7.1 after-tax, or $(0.06) per share, includes 

additional charges for severance actions.

(d) During the third quarter of 2016, the Company indefinitely idled its titanium sponge production facility in  Rowley, UT.  These amounts represent the 

above-market production costs and other operating expenses for this facility for the period indicated, net of expected ongoing c arrying costs, and have been 

adjusted out of the Company's GAAP amounts to provide Company results that are more representative of the future, which exclude these costs.     

(e)  For the first six months of fiscal year 2016, the Company incurred costs associated with the work stoppage and return-to-work of USW-represented 

employees including reduced operating efficiencies, out-of-phase raw material costs, and provisions of the new labor agreements.

(f)  Amounts for the three months and fiscal year ended December 31, 2017 include $4.1 of tax benefits, or $0.03 per share, from the 2017 Tax Cuts and Jobs 

Act legislation.  Amounts for the three months ended December 31, 2016 include $32.4, or $0.30 per share, of above-normal income tax benefits compared to 

those that would apply at a standard 35% tax rate, primarily related to income tax valuation allowance changes.  Amounts for the fiscal year ended December 

31, 2016 include $141.3 or $(1.31) per share, of below-normal income tax benefits on the $734.0 pretax loss due primarily to valuation allowances recorded 

on U.S. federal deferred tax assets.
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